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ABAD SANTOS, J.:

Private respondent Noemi Vda. de Gustilo, as attorney-in-fact for her two sons, leased to the petitioner Daniel
Gustilo two parcels of agricultural land measuring alittle over 40 hectares for a period of ten crop years beginning
in the crop year 1963-1964, and expiring in the crop year 1972-1973. The stipulated rental was P500.00 per crop
year but in 1969 the parties agreed to increase it to P1,000.00 per crop year. In the same year, the two sons sold
the lands to their mother which explains why they are not partiesin this case.

The contract of lease contains this provision: "(c) That at the expiration of this ten (10) crop years of lease, the
LESSEE shall have an option to another five (5) crop years."

In Civil Case No. 12257 of the Court of First Instance of Negros Occidental, Mrs. Gustilo sued her brother-in-law
Daniel for "collection of rental." During the pre-trial, the parties identified the issues between them as follows:

- Whether or not all the rentals had been paid by the defendant; and

- Whether or not the rental payable under the option to continue the lease shall be P1,000.00 per crop year as had
been agreed in 1969.

On the first issue, the trial court found that Daniel Gustilo had over-paid Noemi by P4,000.00 and this finding is
not disputed by the latter.

Anent the second issue, the trial court said:

"What should be the rental payable for the option period? Is it the same rate as that for the original period, as
contended by defendant? Or, shall the rentals be subject to another agreement after the expiration of the
original period, as urged by plaintiff? The contract itself is silent on this point. It is, however, more logical to
assume that the real intention of the parties was that, should the defendant exercise the option to continue the
lease for another five years, the same, especially the matter of lease rentals, is subject to terms and conditions
to be agreed upon and may be different from those which they have agreed on for the original period. Had the
parties decided to maintain the same terms and conditions for the option period then they could have clearly
embodied their intent in the original contract itself. Not having done so, it can be said that the real intention of
the parties was to subject the option period to a new set of terms and conditions, especially regarding lease
rental."

Brushing aside Mrs. Gustilo's claim that the rental for the option period should be P20,000 per crop year and also
Daniel's claim that it should be only P1,000.00 per crop year, the trial court fixed the rental at P5,000.00 per crop
year. Thetrial court also awarded Mrs. Gustilo P2,000.00 as attorney's fees.

Mr. Gustilo appealed to the Court of Appeals (now Intermediate Appellate Court) which affirmed the rental fixed
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by thetrial court thus:

"We find the amount of P5,000.00 yearly rental for the entire 40 hectares fixed by the trial court to be just and
reasonable. It was afigure reached by the trial court, after taking into account the prevailing lease rentalsin the
milling district where the properties are located during the years 1973 to 1976. We find no compelling reason
to disturb those findings.”

Not satisfied with the decision of the appellate court, Mr. Gustilo has asked Us to review it.

We required Mrs. Gustilo to comment. She moved for an extension of 30 days which was granted with a warning
that no further extension shall be given. Nonetheless, she asked for another extension of 30 days which was
denied. Undaunted, she moved for afina extension of 15 days which was also denied.

We have decided to resolve the instant petition notwithstanding the lapse of the respondent because the case is
simple and lends itself to easy solution.

The only question is: What should be the rental for the extended period of the lease in the absence of a specific
stipulation concerning it.

The reasoning of the Court of Appeals in affirming the P5,000.00 per crop year rental fixed by the trial court is
not clear. In fact, it is somewhat confusing. The Court of Appeals cited Mercy's Inc. vs. Verde, 18 SCRA 174,
that—

"There is no question that thereunder the lessees were given the privilege to renew the contract for another
period. However, it may be pointed out that for the contract to be renewed, the option must first be exercised.
The lessees ask for the execution of a new agreement otherwise the original contract would lapse." (Italics
supplied by the C.A.)

The case cited has no relevance to the instant case where the lessee exercised his option to continue the lease and
where the only question is the amount of the rental for the new period.

We hold that in a contract of lease where the lessee is given the option to continue or renew the contract and
nothing is said about the rental as in the instant case, the old terms are to be followed in the renewed lease. In the
case at bar, the stipulated rental in the original contract was P500.00, later increased to P1,000.00 per crop year.
Accordingly, the rental for the renewed period should also be P1,000.00 per crop year.

WHEREFORE, the decision of the Court of Appeals is modified in respect of the following: the petitioner shall
pay renta in the amount of P1,000.00 per crop year beginning with that of crop year 1973-1974 and he shall not
pay attorney's fees to the private respondent; it is affirmed as to the rest. Costs against the private respondent.

SO ORDERED.

Concepcion Jr., Guerrero, De Castro and Escolin, JJ., concur.

Makasiar, J., the decision of the Court of Appeals should be affirmed. Hence, | dissent. The majority opinion is
unrealistic.

Aquino, J., on leave.
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