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### Title: Country Bankers Insurance Corporation and Enrique Sy vs. Court of Appeals and
Oscar Ventanilla Enterprises Corporation

### Facts:
Oscar Ventanilla Enterprises Corporation (OVEC), the lessor, and Enrique F. Sy, the lessee,
entered into a six-year lease agreement on June 13, 1977, for the Avenue, Broadway, and
Capitol  Theaters  in  Cabanatuan  City,  including  their  amenities.  Sy  fell  into  arrears
concerning  monthly  rentals  and  amusement  taxes,  leading  to  OVEC’s  demands  for
repossession. Despite a conference on August 8, 1979, leading to a supplement agreement
and reduced arrears, Sy’s failure to fully pay prompted OVEC to repossess the theaters on
February 11, 1980.

Sy filed an action for reformation of the lease agreement,  damages, and injunction on
February 11, 1980, securing a restraining order and later a writ of preliminary injunction,
regaining possession of the theaters. Sy’s complaint sought relief on four fronts, including
reformation for deemed excessive deposits and recovery of various alleged expenses and
damages from OVEC’s actions.

OVEC counterclaimed for authorization based on the lease agreement to enter and possess
the theaters,  alleging loss  of  P50,000.00 monthly  due to  Sy  retaining possession,  and
P500,000.00 for attorney’s services.

The trial court dismissed Sy’s complaint and favored OVEC on its counterclaim, stating Sy
was not entitled to the reformation of the lease agreement or the injunction writ and upheld
the repossession and forfeiture of the deposit in favor of OVEC. Sy was held liable for rental
arrears, amusement tax delinquency, additional compensation due to the injunction, and
attorney’s fees.

Upon appeal, the Court of Appeals affirmed the trial court’s decision, finding no ambiguity
in the lease agreement provisions and justified OVEC’s actions based on Sy’s default.

### Issues:
1. Whether the forfeiture clause in the lease agreement unjustly enriched OVEC at the
expense of Sy and Country Bankers Insurance Corporation (CBISCO).
2. Whether the supposed damage resulting from the injunction should be set off against the
remaining cash deposit of Sy.
3. Whether OVEC’s counterclaim should be dismissed for failure to pay the necessary docket
fee.
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### Court’s Decision:
The Supreme Court denied the petition, affirming the Court of Appeals’ decision.

1.  **Forfeiture Clause**:  The Court found the forfeiture clause as a valid penal clause
ensuring performance of the obligation. This forfeiture did not unjustly enrich OVEC as it
was agreed upon in the lease agreement.
2. **Supposed Damage from Injunction**: The damage OVEC suffered due to the injunction,
totaling P100,000.00, could not be set off against Sy’s remaining deposit, as it resulted from
a specific loss not covered by the penal clause.
3. **OVEC’s Counterclaim and Docket Fee**: The Court dismissed the argument concerning
docket  fees  for  OVEC’s  counterclaim,  highlighting  that  OVEC’s  counterclaims  were
compulsory and arose out of the same contract, thus not requiring docket fees.

### Doctrine:
The penal  clause in a contract  serves as a penalty or alternative obligation to ensure
performance,  and  its  existence  does  not  necessarily  constitute  unjust  enrichment.
Compulsory counterclaims related to or arising from the same transaction as the plaintiff’s
claim do not require separate docket fees.

### Class Notes:
– Penal Clauses function to guarantee fulfillment of the principal obligation by imposing a
penalty for non-compliance, without requiring proof of actual damages.
– Compulsory Counterclaims are those claims that arise out of or are necessarily connected
with the transaction or occurrence that is the subject matter of the opposing party’s claim
and do not require the payment of docket fees.
– Legal Issues in Lease Agreements: The interpretation and enforcement of lease agreement
provisions,  including forfeiture  clauses  and obligations  of  the  lessee and lessor,  hinge
significantly on the specifics of the contract and compliance with the agreed terms.

### Historical Background:
This case underscores the contractual disputes that can arise from lease agreements and
highlights the judicial system’s role in interpreting and enforcing these contracts based on
the  principles  of  law.  The  decision  reiterates  the  importance  of  clear  terms  in  lease
agreements  and  the  consequences  of  default,  reflecting  on  the  commercial  and  legal
practices prevailing in the Philippines during the late 20th century.


