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TINGA, J.:

Before the Court is the petition for review[1] under Rule 45 of the Rules of Court assailing the Court of Appeals'
Decision[2] dated 25 January 2006 and Resolution[3] dated 22 November 2006 in CA-G.R. SP No. 86331.

The undisputed factual antecedents of the case are as follows:

On 10 October 1975, Ortigas & Company, Limited Partnership (Ortigas) entered into a lease agreement with La
Paz Investment & Realty Corporation (La Paz) wherein the former leased to the latter its parcel of land located in
San Juan, Metro Manila (now San Juan City) consisting of 5,514 square meters for a period of twenty-five (25)
years from 1 January 1976 to 31 December 2000. Under the lease agreement, La Paz undertook to construct a two
or three-storey concrete framed commercial building for the establishment of first class stores which would be
subdivided into various stalls for subleasing to interested parties.[4]

In compliance with its undertaking, La Paz constructed the Greenhills Shopping Arcade (GSA) and divided it into
several stalls and subleased them to other people. One of the sub-lessees was Edsel Liga (Liga), who obtained the
leasehold right to Unit No. 26, Level A of the GSA.

As the lease of La Paz had expired on 31 December 2000, the stallholders, through the Greenhills Shoppesville
Unit Lessees' Association, Inc. (GSULAI), made several attempts to have their leasehold rights extended. Even
prior to the expiration of their leaseholds, the sub-lessees made several overtures to Ortigas but these were all
denied. These developments notwithstanding, Liga was allowed by Ortigas to remain in possession of her leased
property.

On 30 August 2001, Ortigas formally informed the GSULAI of the impending lease of the GSA to respondent
Allegro Resources Corporation (Allegro).[5] On 3 September 2001, Ortigas and Allegro executed the
corresponding Contract of Lease.[6] On the same day, the same parties executed the Addendum to Agreement,
Section 1 of which provides that "(t)he LESSEE (Allegro) shall take immediate possession and control of the
leased premises upon the signing of the Contract of Lease." and "also assist in the collection of back rentals due to
the LESSOR (Ortigas) in Shoppesville Arcade from 1 January 2001 up to the 31 August 2001, when it shall
commence to pay rentals for its own account."[7]

As the new lessee, Allegro offered to sublease Unit No. 26, Level A to Liga. Subsequently they entered into a
lease agreement dubbed Rental Information[8] in which Liga agreed to pay rental of P40,000.00 monthly starting
1 September 2001. She also agreed to pay the back rentals covering the months of January through August 2001
due Ortigas. Upon signing the agreement, Liga also gave P40,000.00 as one month advance rental and another
P40,000.00 as one month security deposit as provided in the agreement.[9]
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Liga's compliance with the agreement ended as soon as it was executed. Despite repeated demands from Allegro,
Liga had failed to pay her rentals for the subleased property, as well as the back rentals from January to August
2001 due Ortigas. Hence, Allegro filed a complaint for ejectment on 15 March 2002 with the Metropolitan Trial
Court (MeTC) of San Juan, Metro Manila, Branch 57.[10]

The MeTC rendered a decision[11] in favor of Allegro, ordering Liga to vacate the subleased stall and to pay back
rentals for her continuous possession of the property. The MeTC held that Allegro has rightful possession over the
disputed stall since Liga's continued occupancy from 1 January 2001 to 31 August 2001 was by mere tolerance of
Ortigas and that ceased upon the execution of a contract of lease between Ortigas and Allegro. The MeTC found
that Liga had agreed to sublease the property for P40,000.00 per month. In compliance with the lease agreement
with Allegro, Liga even paid the sum of P80,000.00 corresponding to one-month advance rental and one-month
security deposit as evidenced by a provisional receipt issued by the former. It thus ordered Liga to pay Allegro
P210,000.00 representing back rentals from 1 October 2001 to February 2002 and P20,000.00 per month as
reasonable compensation for the use of the premises from the filing of the ejectment suit until it is vacated.

On appeal, the Regional Trial Court (RTC) affirmed the decision of the MeTC but made modifications with
respect to its monetary awards.[12] It extended the period of lease over the property for two years at a rental rate
of P20,000.00 per month, and ordered Liga to pay P80,000.00 as back rentals for the period of September 2001 to
February 2002 and P20,000.00 per month as rental from March 2002 until the property is vacated.

Allegro filed a petition for review[13] under Rule 42 of the Rules of Court before the Court of Appeals assailing
the modified decision of the RTC. The appellate court, in a Decision dated 25 January 2006, granted Allegro's
petition and set aside the RTC's decision.[14] It held that after the expiration of La Paz's lease with Ortigas on 31
December 2000, Liga occupied the property merely by tolerance of Ortigas and that it was incorrect for the RTC
to extend the lease contract for two years since it would infringe on the parties right to contract and Liga herself
had never raised as an issue the extension of the lease contract before the MeTC. It found that Liga signed the
Rental Information with Allegro and agreed to a monthly rental of P40,000.00 starting 1 September 2001. The
appellate court ordered Liga to pay Ortigas back rentals of P20,000.00 per month for the period of 1 January 2001
to 31 August 2001 and P40,000.00 per month as rentals to Allegro starting 1 September 2001 until the property is
vacated. In a Resolution dated 22 November 2006, the Court of Appeals denied Liga's motion for
reconsideration.[15]

Hence, the present petition for review before this Court.

The petition raised the following issues: whether the Court of Appeals had erred in ordering Liga to pay: (a) to
Ortigas back rentals covering the period 1 January 2001 to 31 August 2001 totaling of P160,000.00; (b) to Allegro
back rentals in the amount of P40,000.00 a month starting from 1 September 2001 until such time as she vacates
the leased property; and (c) to Allegro the amount of P20,000.00 as attorney's fees and the costs of suit.[16]

Liga argues that the Court of Appeals erred in ordering her to pay Ortigas back rentals although the latter is not a
party in the instant case. The ruling of the appellate court ran counter to the Court's doctrine that judgment cannot
bind persons who are not parties to the action.[17] She avers that Allegro was already estopped from claiming
monthly rentals in the amount of P40,000.00 starting from 1 September 2001 since it filed the Motion to Release
Cash Bond in Favor of Plaintiff[18] with the MeTC. By filing the motion, Allegro signified its concurrence in the
monthly rental of P20,000.00.[19] Since Liga is willing and able to pay the appropriate rentals as evidenced by
the deposits she made before the RTC, she should not be made liable for attorney's fees in the amount of
P20,000.00 and for the costs of suit.[20]

The Court will discuss the issues in seriatim.
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We sustain Liga on the first issue. The Court of Appeals erred in awarding back rentals for the month of 1 January
2001 to 31 August 2001 in favor of Ortigas.

Firstly, Ortigas is not a party to this case, whether as plaintiff or otherwise. It is basic that no relief can be
extended in a judgment to a stranger or one who is not a party to a case.[21]

Secondly, Allegro cannot justify the award as a legal representative by virtue of a provision in its lease agreement
with Ortigas. Although Section 1 of Rule 70 of the Rules of Court[22] specifically allows "the legal
representatives or assigns of any such lessor, vendor, vendee, or other person" to bring action for restitution of
possession with damages and costs against persons who unlawfully withheld or deprived the lawful possessor of
possession over any land or building, Allegro did not aver in its complaint that it was acting as Ortigas's legal
representative and seeking the back rentals due Ortigas.

Thirdly, there is no allegation or prayer in the complaint that Allegro was seeking the collection of the back
rentals due Ortigas. Nor was there evidence to that effect. It is elementary that a judgment must conform to, and
be supported by, both the pleadings and the evidence, and be in accordance with the theory of the action on which
the pleadings are framed and the case was tried.[23] The judgment must be secundum allegata et probata.

In Falcon v. Manzano,[24] the Court set aside the judgment of the trial court in conceding to her a remedy which
was not prayed for in the complaint as the trial court rendered judgment allowing plaintiff to recover from the
defendant the unpaid portion of the purchase price of a parcel of land when the plaintiff only asked for the
nullification of the contract of sale of the realty and the return of the property to her. We held that courts, in
rendering decisions, ought to limit themselves to the issues presented by the parties in their pleadings.

In the analogous case of Lerma v. De la Cruz,[25] the plaintiff therein brought an action to recover accrued rents
and damages for the injury to the land but the trial court extended the relief sought by giving judgment for
possession of the land. The Court held that "(t)he plaintiff did not ask for possession, nor is there any prayer to
that effect in the complaint, and the judgment must, therefore be reversed insofar as it undertakes to provide for
the restitution of the land in question to the plaintiff."

As to the second issue, the Court cannot countenance the obstinate refusal of Liga to pay P40,000.00 a month to
Allegro since she had already acquiesced to pay such rental rate when she signed the Rental Information. It is
fundamental that a contract is the law between the parties.[26] Obligations arising from contracts have the force of
law between the contracting parties and should be complied with in good faith.[27] Unless the stipulations in a
contract are contrary to law, morals, good customs, public order or public policy, the same are binding as between
the parties.[28] It is a general principle of law that no one may be permitted to change his mind or disavow and go
back upon his own acts, or to proceed contrary thereto, to the prejudice of the other party.[29] Likewise, it is
settled that if the terms of the contract clearly express the intention of the contracting parties, the literal meaning
of the stipulations would be controlling.[30]

The filing by Allegro of the Motion to Release Cash Bond in Favor of the Plaintiff did not operate to estop it from
claiming a monthly rental rate of P40,000.00. Estoppel cannot be sustained by mere argument or doubtful
inference.[31] Allegro did not abandon its stance nor did it represent to Liga that it was doing so. Liga cannot
feign ignorance of such fact since Allegro's petition for review before the Court of Appeals puts as an issue the
reduction by the RTC of the monthly rentals from P40,000.00 to P20,000.00.[32] Allegro never made any deed or
representation that could have misled Liga.

Moreover, the Court has previously sanctioned a similar partial execution of the trial court's decision awarding
damages in an ejectment suit at the instance of the plaintiff. Not only is such an act procedurally sound, it also
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serves the ends of justice. As the Court succinctly held in Sps. Catungal v. Jao:[33]

Finally, respondent questions why petitioners would want to reinstate the RTC decision when in fact they had
already applied for a writ of execution of the 8 March 1997 Decision. Respondent is of the view that since
petitioners had already moved for the execution of the decision awarding a smaller amount of damages or fair
rental value, the same is inconsistent with a petition asking for a greater fair rental value and, therefore, a
possible case of unjust enrichment in favor of the petitioners. We are not persuaded.

In order to avoid further injustice to a lawful possessor, an immediate execution of a judgment is mandated and
the court's duty to order such execution is practically ministerial. In City of Manila, et al. v. CA, et al., We held
that "Section 8 (now Section 19), Rule 70, on execution pending appeal, also applies even if the plaintiff-lessor
appeals where, as in that case, judgment was rendered in favor of the lessor but it was not satisfied with the
increased rentals granted by the trial court, hence the appeal xxx."

As above discussed, the petitioners have long been deprived of the exercise of their proprietary rights over the
leased premises and the rightful amount of rentals at the rate of P40,000.00 a month. Consequently, petitioners
are entitled to accrued monthly rentals of P27,000.00, which is the difference between P40,000.00 awarded by
the Regional Trial Court and P13,000.00 awarded by the MeTC and affirmed by the Court of

Appeals. Said amount of P27,000.00 should rightly be the subject of another writ of execution being distinct
from the subject of the first writ of execution filed by petitioners.(Emphasis supplied.)

On the last issue regarding damages, Liga also ends up at the shorter end. Law and jurisprudence support the
award of attorney's fees and costs of suit in favor of Allegro. The award of damages and attorney's fees is left to
the sound discretion of the court, and if such discretion is well exercised, as in this case, it will not be disturbed on
appeal.[34] Attorney's fees and costs of litigation are awarded in instances where "the defendant acted in gross
and evident bad faith in refusing to satisfy the plaintiff's plainly valid, just and demandable claim."[35] Having
delivered possession over the leased property to Liga, Allegro had already performed its obligation under the
lease agreement. Liga should have exercised fairness and good judgment in dealing with Allegro by religiously
paying the agreed monthly rental of P40,000.00.

However, the Court deems it proper to award interest in favor of Allegro. In Eastern Shipping Lines, Inc. v. Court
of Appeals,[36] we gave the following guidelines in the award of interest:

II. With regard particularly to an award of interest in the concept of actual and compensatory damages, the rate
of interest, as well as the accrual thereof, is imposed, as follows:

- When the obligation is breached, and it consists in the payment of a sum of money, i.e., a loan or forbearance
of money, the interest due should be that which may have been stipulated in writing. Furthermore, the interest
due shall itself earn legal interest from the time it is judicially demanded. In the absence of stipulation, the rate
of interest shall be 12% per annum to be computed from default, i.e., from judicial or extrajudicial demand
under and subject to the provisions of Article 1169 of the Civil Code.[37]

The back rentals in this case being equivalent to a loan or forbearance of money, the interest due thereon is twelve
percent (12%) per annum from the time of extrajudicial demand on 15 December 2001.[38]

WHEREFORE, the petition for review is DENIED. The Decision of the Court of Appeals in CA-G.R. SP No.
86331 is AFFIRMED with the MODIFICATIONS that the award of back rentals for the period of 1 January 2001
to 31 August 2001 to Ortigas & Company, Limited Partnership is DELETED and that petitioner Edsel Liga is
ORDERED to pay respondent Allegro Resources Corporation legal interest of twelve percent (12%) per annum
on the back rentals from the date of extrajudicial demand on 15 December 2001 until fully paid.
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SO ORDERED.

Quisumbing, (Chairperson), Carpio Morales, Velasco, Jr., and Brion, JJ., concur.

[1] Rollo, pp. 10-24.

[2] Id. at 34-48.

[3] Id. at 58-60.

[4] Record (Vol. 1), pp. 119-133.

[5] Id. at 167.

[6] Id. at 148-154.

[7] Id. at 155.

[8] Rollo, p. 97.

[9] Record (vol. 1), p. 164.

[10] Id. at 1-7.

[11] CA rollo, pp. 237-242. The decision was penned by Judge Marilou Runes-Tamang.

[12] Rollo, pp. 25-32; 74. The decision was penned by Judge Amelia Fabros.

[13] CA rollo, pp. 14-32.

[14] Id. at 34-48.Penned by Associate Justice Jose Sabio, Jr. and concurred in by Associate Justices Jose Mendoza
and Arturo Tayag. The dispositive portion of the decision reads as follows:

WHEREFORE, we GRANT the petition. The Decision dated March 16, 2004 and the Order dated July 22,
2004 of the Regional Trial Court of Pasig City, Branch 160 in SCA No. 2426 are SET ASIDE and a new one
entered ordering the respondent as follows:

- To pay Ortigas & Company, Limited Partnership back rentals starting from January 1, 2001 to August 31,
2001 at the rate of P20,000.00 a month or P160,000.00;

- To pay petitioner Allegro Resources Corp. back rentals in the amount of P40,000.00 a month starting from
September 1, 2001 up to the time respondent vacated the subject premises; and,

- To pay the amount of P20,000.00 as and by way of attorney's fees and the costs of suit.

The amounts already paid by the respondent, as cited by the MeTC and the RTC and borne by the records of
this case, should be deducted from whatever obligations respondent still has with petitioner Allegro.

SO ORDERED.

[15] Id. at 58-60.

[16] Id. at 16-17.

[17] Id. at 17-19.

[18] Id. at 61-65.
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[19] Id. at 20-21.

[20] Id. at 22.

[21] St. Dominic Corporation v. Intermediate Appellate Court, 235 Phil. 582 , 590 (1987) citing Vda. de
Sengbengco v. Arellano, 1 SCRA 711; Hanopol v. Pilapil, 7 SCRA 452; and Hollero v. Court of Appeals, 11
SCRA 310. See also Bien v. Sunga, 117 SCRA 249; Granados v. Monton, 86 Phil. 42; City of Bacolod, et al., v.
Hon. Enriquez, et al., 101 Phil. 644; Tayson v. Icasiano, et al., 83 Phil. 921; Manza v. Hon. Vicente Santiago, etc.,
96 Phil. 938; and Angara v. Gorospe, et al., 101 Phil., 79.

[22] SECTION 1. Who may institute proceedings, and when.-- Subject to the provisions of the next succeeding
sections, a person deprived of the possession of any land or building by force, intimidation, threat, strategy, or
stealth, or a lessor, vendor, vendee, or other person against whom the possession of any land or building is
unlawfully withheld after the expiration or termination of the right to hold possession, by virtue of any contract,
express or implied, or the legal representatives or assigns of any such lessor, vendor, vendee, or other person, may
at any time within one (1) year after such unlawful deprivation or withholding of possession, bring an action in
the proper Municipal Trial Court against the person or persons unlawfully withholding or depriving of possession,
or any person or persons claiming under them, for the restitution of such possession, together with damages and
costs. (Emphasis supplied.)

[23] Jose Clavano, Inc. v. Housing and Land Use Regulatory Board, et al., 428 Phil. 208, 225 (2002) citing
Ramirez v. Orientalist Company, 38 Phil. 634, 647 (1918).

[24] 15 Phil. 441, 444 (1910).

[25] 7 Phil. 581, 583 (1907).

[26] See Almeda v. Court of Appeals, 326 Phil. 309, 316 (1996); Reta v. National Labor Relations Commission,
G.R. No. 112100, 27 May 1994, 232 SCRA 613, 616; City of Manila v. Intermediate Appellate Court, G.R. No.
71159, 15 November 1989, 179 SCRA 428, 436; Bagadiong v. Vda. De Abundo, G.R. No. 75395, 19 September
1988, 165 SCRA 459, 463.

[27] Civil Code, Art. 1159.

[28] Civil Code, Art. 1306.

[29] Metro Manila Development Authority v. Jancom Environmental Corporation, 425 Phil. 961, 981 (2002).

[30] CIVIL CODE OF THE PHILIPPINES, Art. 1370. See also Henson v. Intermediate Appellate Court, 232
Phil. 12 (1987); Gonzales v. Court of Appeals, 209 Phil. 515, 521 (1983); Matienzo v. Servidad, 194 Phil. 263,
269 (1981).

[31] Kalalo v. Luz, 145 Phil. 152, 161 (1970).

[32] CA rollo, pp. 22, 28-29.

[33] 407 Phil. 309 (2001).

[34] Barzaga v. Court of Appeals, 335 Phil. 568, 578 (1997).

[35] CIVIL CODE, Art. 2208.

[36] G.R. No. 97412, 12 July 1994, 234 SCRA 78.

[37] Id. at 95.
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[38] Record, pp. 168-170.
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