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Title: Ricardo C. Honrado vs. GMA Network Films, Inc.

Facts:
The case involves a dispute arising from a “TV Rights Agreement” between Ricardo C.
Honrado, as licensor of 36 films, and GMA Network Films, Inc. (GMA Films), signed on
December 11, 1998. Under this agreement, Honrado granted GMA Films the exclusive right
to telecast the 36 films for a fee of P60.75 million over three years. A key term of the
agreement was that films should pass GMA-7’s broadcast quality test and be approved by
the Movie and Television Review and Classification Board (MTRCB). If MTRCB disapproved
any film, the licensor was to replace it or refund a proportionate amount of the total fee.

GMA Films rejected two films: “Evangeline Katorse” for being too short, although it had not
been disapproved by MTRCB, and “Bubot,” claiming the full amount paid had not been
remitted to the owner. GMA Films sued Honrado in the Regional Trial Court (RTC) to
recover the amounts paid for these films, alleging an implied trust and breach of trust by
Honrado.

Procedurally, the case began when GMA Films filed a complaint in the RTC of Quezon City.
Honrado denied liability and filed a counterclaim for attorney’s fees. The RTC dismissed
GMA Films’ complaint and awarded attorney’s fees to Honrado. GMA Films subsequently
appealed to the Court of Appeals (CA), which reversed the RTC decision, holding Honrado
liable for breach of contract and breach of trust. This led Honrado to seek relief from the
Supreme Court.

Issues:
The Supreme Court  was presented with the issue of  whether the CA erred in finding
Honrado liable for breach of the TV Rights Agreement and breach of trust.

Court’s Decision:
The Supreme Court granted Honrado’s petition, finding GMA Films’ complaint without merit
and reinstating the trial court’s ruling, with the modification that the award of attorney’s
fees was deleted. The Court determined that the rejection of “Evangeline Katorse” was
invalid, as rejection under the agreement could only happen if MTRCB disapproved it, which
didn’t occur. It held that GMA Films stepping into the role of MTRCB was contrary to the
agreement terms. Regarding “Bubot,” the Supreme Court held that GMA Films had no
interest in the disposition of the licensing fees paid to Honrado and that the creation of an
implied trust was unjustified.
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Doctrine:
The Supreme Court established that film licensors have no obligation to turn over the full
amount of the licensing fees to film owners unless specifically agreed upon, and that a
licensing agreement cannot be unilaterally modified by the licensee’s internal policies or
procedures that contradict agreed terms.

Class Notes:
– Licensing Agreements: Transfer of rights for a fee, not predicated on agent-principal
relationship unless contractually defined.
– MTRCB Approval: Required mechanism for film rejection under licensing agreements.
– Implied Trust: Not established by mere retention of fees absent a contractual or legal
basis.
– Attorney’s Fees: Must be just and equitable, specified and substantiated within the body of
the decision.
– Third Party Interests: Parties cannot claim an interest in contractual arrangements to
which they are not privy.

Historical Background:
The case illustrates the negotiation dynamics between film rights licensors and broadcast
networks within the Philippine legal context at the turn of the 21st century. It also touches
upon the role of the MTRCB in film and TV content regulation and the legal protections for
contractual  agreements  against  unilateral  modifications  by  either  party,  affirming  the
autonomy of contract and property rights in Philippine jurisprudence.


