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LAZARO-JAVIER, J.:

This Petition for Review on Certiorari[1] under Rule 45 of the Rules of Court seeks to reverse the following
dispositions of the Court of Appeals in CA-G.R. CV No. 118813, viz.:

1)

Decision[2] dated May 31, 2023, reversing the trial court's disposition and accordingly directing petitioner F.F.
Cruz & Company, Inc. (F.F. Cruz) to execute a deed of sale of the subject property in favor of respondent
NMC Container Lines, Inc. (NMC); and

2)

Resolution[3] dated September 29, 2023, denying the motion for reconsideration of F.F. Cruz.

Antecedents

On August 28, 2003, NMC and F.F. Cruz entered into a contract of lease (the first lease contract) over the
property of F.F. Cruz in Mandaue City denominated as Lot 5-A, a portion of Lot 5 and covered by Transfer
Certificate of Title No. 37629. The lease was for five years and two months, or from September 1, 2003 until
October 31, 2008.[4]

Section 11 of the first lease contract (the subject provision) provided NMC a "lease-purchase option," viz.:

11. LEASE-PURCHASE OPTION. [NMC] shall have the first option to purchase Lot 5-A and/or Lot 5-B at
any time but such option/s to be declared not later than 2 years before the intended date of purchase. Price is
fixed at [Eleven Thousand Pesos (PHP 11,000.00)] per square meter inclusive of VAT. Downpayment shall be
20% and the balance payable in 20 quarterly payments with 10% interest per annum on the diminishing
balance. Title to the property shall be issued or transferred in the name of [NMC] after completion of payment.
Twenty (20) percent of the total lease payment received shall be credited to [NMC] as part of the
downpayment of the purchase cost. The documentary stamp tax (DST) and transfer fee shall be for [NMC's]
account. Capital gains tax and VAT shall be for [F.F. Cruz's] account.[5]

According to NMC, the subject provision gave it the option to purchase Lot 5-A and/or Lot 5-B (the subject
property), which it should exercise not later than two years before the intended date of purchase.[6] Purportedly as
consideration for the said option to purchase, F.F. Cruz was granted the right to choose which improvements to
appropriate for itself by the end of the lease. Section 4 of the first lease contract stated, viz.:

4. IMPROVEMENTS. At the end of the lease[,] all improvements introduced by [NMC] shall be removed
from the premises by [NMC] unless [F.F. Cruz] desires some structures to be left as is.[7]
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On January 19, 2008, or before the expiration of the first lease contract, the parties entered into a second contract
of lease of even date (the second lease contract), extending the lease for another 10 years or from March 1, 2008
until February 28, 2018.[8] The second lease contract contained the following whereas clause, viz.:

WHEREAS, both parties agree that all other provisions/agreements in the existing contract be upheld and will
remain in effect except for the following changes in [ ] terms and conditions herein enumerated below[.][9]

In its Letter[10] dated May 5, 2015, NMC gave F.F. Cruz notice that it was exercising its option to purchase the
subject property, at the agreed purchase price, on May 4, 2017, or two years thereafter.[11]

By Letter[12] dated June 1, 2015, F.F. Cruz, through its Chief Executive Officer Aida Cruz-Chinloy (CEO
Cruz-Chinloy), denied the existence of an option to purchase in favor of NMC. In the alternative, it asserted that
the subject provision had already expired. F.F. Cruz further informed NMC that it had no intention to sell the
subject property.[13]

On April 28, 2017, representatives of both parties met to discuss the matter. Likewise, NMC delivered to F.F.
Cruz a Letter[14] of even date bearing as attachments a draft deed of sale of the subject property and checks
representing the downpayment. However, CEO Cruz-Chinloy refused to receive the tender of payment.[15]

Not long after, NMC sent anew the same Letter[16] dated April 28, 2017 with attachments. On the part of F.F.
Cruz, CEO Cruz-Chinloy sent another Letter[17] dated May 3, 2017 to NMC, declining once again NMC's tender
of payment which was purportedly based on a perceived option, which had expired or is unripe or voidable.[18]

NMC thereafter caused the annotation of an affidavit of adverse claim on the title of the subject property.[19]
Too, it sent another Letter[20] dated May 29, 2017 addressed to the counsel of F.F. Cruz, reiterating that NMC's
exercise of its purported option to purchase the subject property is in accordance with the terms of the contracts of
lease.[21]

Nonetheless, F.F. Cruz again responded[22] that the subject property is not open for sale or any kind of
disposition. Further, there can be no valid or actionable tender of payment as there is no due and demandable
obligation to speak of. It also returned the documents, including the checks to NMC.[23]

Consequently, NMC filed a complaint for specific performance[24] against F.F. Cruz before the Regional Trial
Court, City of Manila. It alleged that F.F. Cruz may be compelled to comply with its binding obligation under the
subject provision. The option contract was supported by a consideration,[25] but even assuming that the same had
no separate valid and valuable consideration, the subject provision stands as a valid offer to sell the property.[26]

In its answer,[27] F.F. Cruz countered that: first, the complaint should be dismissed outright for failure to state a
cause of action as the subject provision was not an option but a grant of the right of first refusal since it was not
supported by a separate consideration; second, Mr. Felipe F. Cruz (Mr. Cruz) was not authorized by the
corporation to grant the option to purchase; third, NMC can only exercise the alleged "option" two years before
the expiration of the first lease contract; fourth, even assuming that an option contract existed, the "option" was
allegedly not carried over to the second lease contract because there was again no separate consideration to
support the option; fifth, applying the principle of rebus sic stantibus, the circumstances contemplated by the
subject provision, including the price at which the subject property will be sold and the terms of payment, were no
longer applicable at the time the second lease contract was entered into; and sixth, the subject provision cannot be
considered as a standing offer to sell.[28]

In its reply and answer to counterclaim,[29] NMC maintained that the subject provision did not confer a right of
first refusal but an option to purchase which was supported by a valuable consideration. It timely and validly
exercised the option to purchase the subject property. Thus, a binding contract of sale had been perfected between
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the parties. And finally, the principle of rebus sic stantibus does not apply to the case.[30]

Ruling of the Regional Trial Court

By Decision[31] dated February 21, 2022, Branch 15, Regional Trial Court, Manila dismissed the complaint for
failure of NMC to establish a cause of action for specific performance against F.F. Cruz.[32]

The trial court found that: first, NMC failed to sufficiently prove that an option contract existed between the
parties, much less, that F.F. Cruz violated the terms thereof. The option granted to NMC had no consideration
distinct from the purchase price of the subject property, thus, the option was not perfected;[33] second, NMC
failed to timely exercise its option and notify F.F. Cruz of its acceptance thereof. The period within which to
exercise the option corresponded to the period of the first lease contract which expired on October 31, 2008, long
before NMC manifested its decision to exercise the option on May 5, 2015;[34] and third, the subject provision
could not have been carried over to the second lease contract because at the time it was executed, the option
already ceased to exist. Citing the case of Mañas v. Nicolasora,[35] the trial court held that the provisions of the
second lease contract only referred to the terms which are germane to NMC's use of the property; lastly, if the
parties truly intended an offer to sell, it should have been reduced in writing in compliance with the Statute of
Frauds.[36]

Ruling of the Court of Appeals

On NMC's appeal, the Court of Appeals reversed the foregoing disposition per its Decision[37] dated May 31,
2023, in this wise:

WHEREFORE, the appeal is GRANTED. The February 21, 2022 Decision of the Regional Trial Court,
National Capital Judicial Region, Branch 15, Manila, in Civil Case No. R-MNL-17-06287-CV is hereby
REVERSED and SET ASIDE, except for the non-award of damages against both parties.

The complaint for specific performance of plaintiff-appellant NMC Container Lines, Inc. against
defendant-appellee F.F. Cruz & Co., Inc. is GRANTED. The latter is hereby DIRECTED to comply with its
obligations under the Lease Contracts dated August 28, 2003 and January 19, 2008, particularly the option to
purchase the subject properties. Consequently, defendant-appellee F.F. Cruz & Co., Inc. is DIRECTED to
execute the corresponding Deed of Sale over the subject properties after payment of the full purchase price by
plaintiff-appellant NMC Container Lines, Inc. in the amount agreed upon in the August 28, 2003 Lease
Contract.

SO ORDERED.[38] (Emphasis in the original)

Preliminarily, the Court of Appeals found that the trial court characterized the subject provision as an option to
purchase and not to exercise the right of first refusal. Since F.F. Cruz did not appeal this finding of the trial court,
it can no longer assail the same.[39]

While the appellate court agreed that the option to purchase was unsupported by a separate and distinct
consideration,[40] it ruled that the said option remained to be an offer to sell which if duly accepted, would
produce a perfected contract of sale. The appellate court further ruled that the option/offer to sell was expressly
carried over to the second lease contract. Since F.F. Cruz has not withdrawn its offer to sell when NMC signified
its intention to purchase, a contract was consequently perfected.[41]

By its Resolution[42] dated September 29, 2023, the Court of Appeals denied the motion for reconsideration of
F.F. Cruz.

The Present Petition
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F.F. Cruz now seeks affirmative relief from the foregoing dispositions of the Court of Appeals. It essentially
argues that:

First, it cannot be faulted for not appealing the finding of the trial court on the nature of the subject provision
since the relevant discussion of the trial court thereon ultimately led to a ruling in its favor.[43] As appellee, it has
every right to argue against NMC's appeal and maintain its position that no option to purchase existed, but only an
option to exercise the right of first refusal.[44]

Second, the Court of Appeals failed to appreciate the weight of the term "first option" in characterizing the
arrangement between the parties. The term allegedly denotes a right of first refusal.[45] Too, the "first option"
granted to NMC did not have a consideration separate and distinct from the purchase price of the subject property,
hence it cannot be considered as a binding agreement between the parties.[46]

Third, assuming that the option contract did exist, Mr. Cruz, the signatory to both lease contracts, did not have the
authority to dispose of corporate properties on his own.[47]

Fourth, the Court of Appeals erred in holding that the subject provision was carried over to the second lease
contract for the following reasons: (1) as ruled by the trial court, to deem the option contract as a carry over
provision to the second lease contract would violate the Statute of Frauds;[48] (2) the renewal or extension of an
option contract requires another consideration;[49] (3) the extension of an option contract cannot be implied;[50]
(4) applying the principle of rebus sic stantibus, the parties could not have intended to retain the stipulated price of
the subject property and carry the same over to the second lease contract;[51] (5) the alleged "option" should have
been exercised only until October 31, 2006, or two years before the end of the first lease contract; and (6) the
whereas clauses of the second lease contract, which contained the so-called carry over clause, did not determine
the contractual rights and obligations of the parties.[52]

In its Comment,[53] NMC sets forth its refutation synthesized as follows:

One, for its failure to appeal the trial court's decision, F.F. Cruz cannot be permitted to assail the finding therein
that the subject provision was an option contract.[54]

Two, the subject provision is indeed an option to purchase, and not just to exercise the right of first refusal. The
subject provision, which F.F. Cruz freely entered into, already contains the terms of the sale, including the price
certain, the period to exercise the option to purchase, the terms of payment, and even the parties liable for the
applicable taxes. Too, the term "right of first refusal" does not even appear in the subject provision.[55]

Three, the second lease contract expressly provides that save for certain terms and conditions, all other
provisions/agreements in the first lease contract, including the subject provision, remain in effect. By claiming
that the subject provision was not carried over, F.F. Cruz is asking the Court to modify the contracts of lease,
which is certainly prohibited by law and jurisprudence. Too, the principle of rebus sic stantibus finds no
application in this case, as inflation cannot be considered as an unforeseen event.[56] Even the prior,
contemporaneous, and subsequent acts of the parties confirmed that they intended all the provisions of the first
lease contract, which were not altered or amended by the second lease contract, to be carried over thereto.[57] Mr.
Cruz, then President of F.F. Cruz, was duly authorized to execute on behalf of the company all contracts or
agreements which it may enter into. Having received the benefits from the contracts of lease, F.F. Cruz is
estopped from impugning the authority of Mr. Cruz to enter into said contracts.[58]

Four, even assuming that the subject provision is not supported by a separate consideration, it still stands as an
offer to purchase the subject property. With the timely and valid exercise of the option to purchase, a contract of
sale was perfected. In fact, the contract is arguably in its consummation stage. At any rate, it was sufficiently
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established that there was a separate and valuable consideration for the option to purchase.[59]

Five, the contracts of lease were unambiguous, clear, and categorical. But in any case, any perceived ambiguity
should be construed against F.F. Cruz, as the party who prepared the contract. F.F. Cruz's interpretation of the
contracts of lease defies logic and the law.[60]

Our Ruling

We reverse.

At its core, the dispute concerns the determination of the obligations of F.F. Cruz under the contracts of lease, i.e.,
whether it has an existing legal obligation to sell the subject property to NMC.

The case involves an option, not a right of first refusal

F.F. Cruz argues that the subject provision bore a mere right of first refusal while NMC asserts that it was an
option. On this score, both courts below held that the subject provision provided NMC an option to purchase the
subject property, and not to exercise a mere right of first refusal.

We agree with the lower courts. An option is a contractual grant of the privilege to buy or sell, within an agreed
time and at a determined price.[61] On the other hand, a right of first refusal is a contractual grant of first refusal
over a property to be sold.[62]

In Polytechnic University of the Philippines v. Golden Horizon Realty Corporation,[63] the Court distinguished
the two concepts, viz.:

An option is a contract by which the owner of the property agrees with another person that the latter shall have
the right to buy the former's property at a fixed price within a certain time. It is a condition offered or contract
by which the owner stipulates with another that the latter shall have the right to buy the property at a fixed
price within a certain time, or under, or in compliance with certain terms and conditions; or which gives to the
owner of the property the right to sell or demand a sale. It binds the party, who has given the option, not to
enter into the principal contract with any other person during the period designated, and, within that period, to
enter into such contract with the one to whom the option was granted, if the latter should decide to use the
option.

Upon the other hand, a right of first refusal is a contractual grant, not of the sale of a property, but of the first
priority to buy the property in the event the owner sells the same. As distinguished from an option contract, in
a right of first refusal, while the object might be made determinate, the exercise of the right of first refusal
would be dependent not only on the owner's eventual intention to enter into a binding juridical relation with
another but also on terms, including the price, that are yet to be firmed up.[64] (Emphasis supplied)

Here, the subject provision was in the nature of an option. NMC was granted an option to purchase the subject
property under terms and conditions already agreed upon, thus:

11. LEASE-PURCHASE OPTION. [NMC] shall have the first option to purchase Lot 5-A and/or Lot 5-B at
any time but such option/s to be declared not later than 2 years before the intended date of purchase. Price is
fixed at [Eleven Thousand Pesos (PHP 11,000.00)] per square meter inclusive of VAT. Downpayment shall be
20% and the balance payable in 20 quarterly payments with 10% interest per annum on the diminishing
balance. Title to the property shall be issued or transferred in the name of [NMC] after completion of payment.
Twenty (20) percent of the total lease payment received shall be credited to [NMC] as part of the
downpayment of the purchase cost. The documentary stamp tax (DST) and transfer fee shall be for [NMC's]
account. Capital gains tax and VAT shall be for [F.F. Cruz's] account.[65]

Citing Equatorial Realty Development, Inc v. Mayfair Theater, Inc.,[66] F.F. Cruz nonetheless asserts that the
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term "first option," as used in the subject provision denotes a right of first refusal. Thus, only when it decides to
sell that NMC would have the first priority to purchase the subject property under terms that the seller is willing to
accept.[67]

True, a right of first refusal is sometimes referred to as a "first option."[68] But in Equatorial, the pertinent
provision therein clearly provided that the lessee would be given an exclusive option to purchase the property if
the lessors desire to sell the property. Too, the terms of the purchase, including the purchase price, were yet to be
finalized.[69]

In stark contrast, the terms of the purchase of the subject property here were already fixed by the subject provision
itself, i.e., the purchase price, terms of payment, and even the parties liable for the resulting taxes were already
determined. The purchase of the subject property was not conditioned on F.F. Cruz's eventual intention to sell the
same. The mere usage of the term "first," instead of "absolute," to characterize the option granted to NMC does
not mean that F.F. Cruz must still eventually decide to sell the subject property before NMC can exercise its
option to purchase the same. As can be clearly inferred from the wording of the subject provision, F.F. Cruz had
already decided to offer the sale of the subject property to NMC under the terms and conditions stated therein. All
that was left for the perfection of the sale was NMC's acceptance of the same within the period provided therefor.

An option requires a separate and distinct consideration to be a perfected contract

This, notwithstanding, no option contract was perfected here. An option contract must necessarily have all the
essential requisites of a contract to be perfected, i.e., subject matter, consent, and consideration.[70] Particular to
the third essential requisite, the consideration must be distinct from the purchase price of the property. Absent
separate consideration, no option contract is perfected. Relevantly, the second paragraph of Article 1479 of the
Civil Code provides, viz.:

An accepted unilateral promise to buy or to sell a determinate thing for a price certain is binding upon the
promissor if the promise is supported by a consideration distinct from the price. (Emphasis supplied)

The consideration may be anything of value. However, when the written contract does not state the consideration
for the option, the grantee bears the burden of proving the existence of a separate consideration for the option.[71]
Philippine National Oil Company (PNOC) v. Keppel Philippines Holdings, Inc.[72] discusses:

As earlier mentioned, the consideration for an option contract does not need to be monetary and may be
anything of value. However, when the consideration is not monetary, the consideration must be clearly
specified as such in the option contract or clause.

. . . .

When the written agreement itself does not state the consideration for the option contract, the offeree or
promisee bears the burden of proving the existence of a separate consideration for the option. The offeree
cannot rely on Article 1354 of the Civil Code, which presumes the existence of consideration, since Article
1479 of the Civil Code is a specific provision on option contracts that explicitly requires the existence of a
consideration distinct from the purchase price.[73] (Emphasis in the original)

Here, NMC points to Section 4 of the first lease contract which granted F.F. Cruz the option to retain the
improvements introduced by NMC at the end of the lease as the alleged consideration for its option to purchase.
However, Section 4 did not provide that the right granted therein was the consideration for NMC's option to
purchase. Verily, neither the subject provision nor the rest of the first lease contract clearly specified the
consideration for the option granted to NMC.

In fact, both courts below concurrently found that NMC indeed failed to prove that the option to purchase was
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supported by a separate consideration. As underscored by the Court of Appeals, Section 4 of the first lease
contract was patterned after Article 1678[74] of the Civil Code, which already gave lessors the right to
appropriate the improvements introduced on their properties after due payment therefor. Section 4, therefore, shall
be read in conjunction with Article 1678, i.e., upon the termination of the lease, F.F. Cruz had the right to retain
the improvements on the subject property after due payment therefor.[75] Parenthetically, as a right already
granted by law, Section 4 cannot be regarded as the consideration for the subject provision.

We find no cogent reason to differ from these findings of the lower courts. Absent a separate consideration
therefor, the option contract was not perfected.

The option, although unsupported by a separate consideration, was an offer that, if duly and timely accepted,
would have ripened into a perfected contract

In any event, an option which is unsupported by a separate consideration remains an offer, that, if duly accepted,
perfects into a contract. Article 1324 of the Civil Code ordains:

When the offerer has allowed the offeree a certain period to accept, the offer may be withdrawn at any time
before acceptance by communicating such withdrawal, except when the option is founded upon a
consideration, as something paid or promised. (Emphasis supplied)

Reconciling Articles 1324 and 1479 of the Civil Code, Sanchez v. Rigos[76] explains that an option, unsupported
by a distinct consideration, is an offer which, if accepted, ripens into a perfected contract:

In other words, since there may be no valid contract without a cause or consideration, the promisor is not
bound by his promise and may, accordingly, withdraw it. Pending notice of its withdrawal, his accepted
promise partakes, however, of the nature of an offer to sell which, if accepted, results in a perfected contract of
sale.

This view has the advantage of avoiding a conflict between Articles 1324—on the general principles on
contracts-and 1479—on sales—of the Civil Code, in line with the cardinal rule of statutory construction that, in
construing different provisions of one and the same law or code, such interpretation should be favored as will
reconcile or harmonize said provisions and avoid a conflict between the same. Indeed, the presumption is that,
in the process of drafting the Code, its author has maintained a consistent philosophy or position.[77]
(Emphasis supplied)

In PNOC, the Court held that Sanchez remains a controlling doctrine, viz.:

The Constitution itself declares that "no doctrine or principle of law laid down by the court in a decision
rendered en banc or in division may be modified or reversed except by the court sitting en banc." Sanchez v.
Rigos was an en banc decision which was affirmed in 1994 in Asuncion v. CA, also an en banc decision, while
the decisions citing the Southwestern Sugar doctrine are all division cases. Based on the constitutional rule (as
well as the inherent logic in reconciling Civil Code provisions), there should be no doubt that Sanchez v. Rigos
remains as the controlling doctrine.

Accordingly, when an option to buy or to sell is not supported by a consideration separate from the purchase
price, the option constitutes as an offer to buy or to sell, which may be withdrawn by the offeror at any time
prior to the communication of the offeree's acceptance. When the offer is duly accepted, a mutual promise to
buy and to sell under the first paragraph of Article 1479 of the Civil Code ensues and the parties' respective
obligations become reciprocally demandable.[78] (Emphasis in the original; citations omitted)

Applying Sanchez here, we hold that the subject provision was an offer for the sale of the subject property under
the terms and conditions stated therein. Consequently, had NMC accepted the offer while the same was
subsisting, a contract for the sale of the subject property would have been perfected and F.F. Cruz shall be bound
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to perform its obligations under the sale. But the problem is when NMC finally accepted the offer to sell, it was
no longer subsisting as will be further shown in the succeeding discussion.

The subject provision was not carried over to the second lease contract

To recall, the subject provision was only expressly contained in the first lease contract, which was effective from
September 1, 2003 until October 31, 2008. At the time NMC first expressed its acceptance of the offer, or on May
5, 2015, the prevailing contract was already the second lease contract. The same did not contain the subject
provision or an offer similar thereto. But it contained a whereas clause which, if read alone, provided that all other
provisions of the first lease contract shall be upheld and will remain in effect.

The question: was the subject provision carried over to the second lease contract?

F.F. Cruz posits that the subject provision was not carried over to the second lease contract. For one, the "carry
over clause" was only part of the whereas clauses of the second lease contract.[79] If the parties really intended to
carry over the subject provision, the same would have been incorporated in the body of the second lease
contract.[80] For another, the subject provision was already extinguished when NMC signified its intent to
exercise the same.[81]

On the other hand, NMC counters that the second lease contract expressly provided that "both parties agree that
all other provisions/ agreements in the existing contract [or the first lease contract] shall be upheld and will remain
in effect."[82]

We find for F.F. Cruz.

That the extension of the lease was expressly provided for by the parties is indubitable. The point of dispute
hinges on the scope of this extension and the interpretation of the fourth whereas clause of the second lease
contract, viz.:

WHEREAS, both parties agree that all other provisions/agreements to the existing contract be upheld and will
remain in effect except for the following changes in terms and conditions herein enumerated below[.][83]
(Emphasis supplied)

But this clause should not be read in isolation. It should be reconciled with the rest of the contract.

Article 1374 of the Civil Code states that the various stipulations of a contract shall be interpreted together,
attributing to the doubtful ones that sense which may result from all of them jointly. Too, settled is the rule in
contract interpretation that the intention of the parties may be ascertained by looking into the words they used to
reflect their intention in their contract, that is all the words and not just a particular word or two, and words in
context, not standing alone.[84] Thus, to determine the terms and conditions of the first lease contract that the
parties actually intended to extend to the second lease contract, these contracts shall be read as a whole.

Notably, the first lease contract covered not only the lease of the subject property, but also other special
agreements or arrangements between the parties, including the subject provision or the so-called option to
purchase.

Relatedly, the fourth whereas clause of the second lease contract provided that all other provisions of the first
lease contract were to be upheld. Nonetheless, the other whereas clauses shed clarity on the intent of the parties in
executing the second lease contract. The first three whereas clauses stated, viz.:

WHEREAS, [F.F. Cruz] and [NMC] have an existing CONTRACT OF LEASE for the rental of a parcel of
land owned by [F.F. CRUZ], known as LOT 5-A, situated in the barrio of SUBANGDAKU & POBLACION,
City of MANDAUE, island of Cebu with an area of EIGHTEEN THOUSAND SIX HUNDRED THIRTY
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SEVEN (18,637) SQUARE METERS;

WHEREAS, the existing CONTRACT OF LEASE is valid until 31 October 2008 and [NMC] wishes to
amend/extend the contract for another TEN (10) YEARS to commence on 01 March 2008 until 28 February
2018;

WHEREAS, [F.F. Cruz] agrees to give [NMC] an extension of TEN (10) YEARS starting on 01 March 2008
to 28 February 2018[.][85] (Emphasis supplied)

While the first whereas clause referred to the first lease contract, it referred to the same only insofar as it provided
for the lease of the subject property, i.e., the rental of the subject property. It did not refer to the other special
agreements or arrangements unrelated to the lease of the subject property.

Another. The rest of the second lease contract only referred to the terms and conditions of the lease, i.e., the
leased area, the rental rate, and the period of lease. Even Section 4, which contemplated a possible agreement
between the parties to construct a private port or pier, concerned itself with the effects of said agreement to the
existing lease of the subject property, thus:

4. In the event that both parties agree to pursue the construction of the private port/pier, this contract of lease
will be superseded or replaced by a new 25[-]year lease contract which will commence when the pier facility
becomes operational. The amount of lease for the pier facility will then be added to the then existing rental
rates for the lease of the PROPERTY.[86]

The logical conclusion therefore is that the parties intended to extend only the lease of the subject property.
Consequently, all other provisions of the first lease contract that relate to the lease were carried over to the second
lease contract. Clearly, the subject provision was not among these provisions, meaning it was not carried over. To
be sure, if the parties truly intended to extend or carry it over, such intention would have been expressly provided
therein.

In Dizon v. Court of Appeals,[87] the Court held that an implied renewal of a lease does not include an option to
purchase, as it is not germane to the lessee's continued use of the property leased, thus:

In this case, there was a contract of lease for one (1) year with option to purchase. The contract of lease expired
without the private respondent, as lessee, purchasing the property but remained in possession thereof. Hence,
there was an implicit renewal of the contract of lease on a monthly basis. The other terms of the original
contract of lease which are revived in the implied new lease under Article 1670 of the New Civil Code are only
those terms which are germane to the lessee's right of continued enjoyment of the property leased. Therefore,
an implied new lease does not ipso facto carry with it any implied revival of private respondent's option to
purchase (as lessee thereof) the leased premises. The provision entitling the lessee the option to purchase the
leased premises is not deemed incorporated in the impliedly renewed contract because it is alien to the
possession of the lessee. Private respondent's right to exercise the option to purchase expired with the
termination of the original contract of lease for one year. The rationale of this Court is that:

This is a reasonable construction of the provision, which is based on the presumption that when the lessor
allows the lessee to continue enjoying possession of the property for fifteen days after the expiration of the
contract he is willing that such enjoyment shall be for the entire period corresponding to the rent which is
customarily paid — in this case up to the end of the month because the rent was paid monthly. Necessarily, if
the presumed will of the parties refers to the enjoyment of possession the presumption covers the other terms
of the contract related to such possession, such as the amount of rental, the date when it must be paid, the care
of the property, the responsibility for repairs, etc. But no such presumption may be indulged in with respect to
special agreements which by nature are foreign to the right of occupancy or enjoyment inherent in a contract of
lease.[88] (Emphasis supplied)
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As discussed by the Court, from the lessee's continued possession of the leased property after the expiration of the
lease with the lessor's acquiescence thereto, the will of the parties to continue the lease is presumed. This
presumption necessarily covers the terms of the contract related to such possession. Conversely, it does not
include the special agreements which are not germane to the lessee's continued possession of the property.

True, the present case concerns the extension of a lease based on the express agreement of the parties. But again,
the second lease contract provided that the parties only intended to extend the lease. As in Dizon, therefore, the
extension of the first lease contract only covered provisions that are germane to the continued lease of the subject
property. To be sure, when the period of the first lease contract expired, the subject provision is likewise
extinguished. It was not carried over to the second lease contract.

To repeat, had the parties truly intended the extension or carry over of the subject provision, the same should have
been expressly and particularly stipulated. NMC cannot simply rely on a general carry over provision in the
second lease contract considering the purpose thereof. The second lease contract shows that the parties intended to
extend the lease of the subject property. The extension should therefore be limited to just that—the continued lease
of the subject property. Nothing more. So must it be.

ACCORDINGLY, the Petition for Review is GRANTED. The Decision dated May 31, 2023 and Resolution dated
September 29, 2023 of the Court of Appeals in CA-G.R. CV No. 118813 are REVERSED and SET ASIDE. The
complaint for specific performance of respondent NMC Container Lines, Inc. against petitioner F.F. Cruz &
Company, Inc. is DISMISSED for lack of merit.

SO ORDERED.

Leonen, SAJ. (Chairperson), J. Lopez, Kho, Jr., and Villanueva, JJ., concur.
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