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DECISION 

LEONEN, J.: 

A fo rged Deed of Assignment does not confer rights to the ass ignee 
fo r lack of consent of the copyright owner. Notwithstanding its registration 
before the National Library, the Deed does not operate as a valid transfer of 
the exclus ive economic rights which belong to the copyright owner. 
Unauthorized import ing, marketing, and selling of books constitute 
copy right infringement. 

This Court resolves the Petition fo r Review on Certiorari 1 filed by 
M.Y. Inte rcontinental Trading Corporation (M.Y. Intercontinental), Tedwin 
T. Uy (Uy), and A llianz Marketing and Publishing Corporation (Allianz) 
against St. Mary's Publishing Corporation (St. Mary 's Publishing) and Jerry 

1 Rollo, pp. 20- 63. 
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Vicente S. Catabijan (Catabijan), assailing the Coutt of Appeals Decision2 

and Resolution3 affi rming the Regional Trial Comt's finding4 of copyright 
infringement and award of damages. 

St. Mary's Publish ing is the copyright owner of Pagpapaunlad ng 
Kasanayan sa Pagbasa (Binagong Edisyon) 1 to 6 and Developing Read ing 
Power Enhanced-Combined Edition l to 6 (subject textbooks). Catabijan, 
Publisher and President of St. Mary's Publishing, entered a business venture 
with M.Y. Intercontinental and Uy sometime in 2005 to fund the printing of 
the fa rmer' s books in China.5 M.Y. Intercontinental is the agent and sole 
distributo r of Fujian New Technology Color Making and Printing Company, 
Ltd. (Fuj ian), where the books will be printed. St. Mary's Publishing issued 
several authorities to Fuj ian to print its textbooks.6 

The pa1ties entered into a financing agreement under contract with 
Reference No. SMPCMY 76M 009 for the principal loan amount of PHP 
76,748,494.68 representing printing costs of predetermined quantity of 
books, without prejudice to additiona l orders. The principal loan amount is 
the reference amount of interest payments of 2% per month payable since 
avai ling of the loan in December 2008. Interests are computed on a 
dimini shing basis upon payment of the principal amount which shall start in 
June 2009. The principal loan is payable to M.Y. Intercontinental 's 
designated bank fro m December 2008 to June 20 l 0 through post-dated 
checks.7 

To avail of the loan, St. Mary's Publishing allegedly issued purchase 
orders in favo r of M. Y. Intercontinental fo r printing its textbooks. In 
accepting the purchase orders, M.Y. Jntercontinental confirmed the 
avai lability of funds through the delivery of books required by St. Mary's 
Publish ing.8 T he client warrants full and strict compliance with the schedule 
of principal loan and interest payments as st ipulated in Annex 2-A of the 
contract. Any delay in payment "shall incur a penalty of two & one-ha lf 
(2.5%) percent, based on the unpaid portion of the principal loan amount, fo r 
every month of delay[.]"9 

h 

' ) 

In 2009, St. Mary' s Publishing issued several authorities to print its 

Id. at 65- 75. The April 11, 20 19 Decision in CA-G.R. SP No. 154035 was penned by Associate Justice 
Ricardo R. Rosario (now a Member of this Court) and concurred in by Associate Justices Nina G. 
Antonio-Valenzuela and Perpetua T. Ata l-Pafio of the Eleventh Division of the Court of Appeals. 
Id. at 77- 79. The September 27, 2019 Resolution was penned by Associate Justice Ricardo R. Rosario 
(now a Member of this Court) and concurred in by Associate Justices Nina G. Antonio-Valenzuela and 
Perpetua T. A ta I-Pano of the form er Eleventh Di vis ion or the Court of Appeals. 
Id. at 80- 11 4. The December 8, 20 17 Decision in Civil Case No. 13- 129631 was penned by Presiding 
Judge Maria Victoria A. Soriano-Vil ladol id of the Regional Trial Court of Manila, Branch 24. 
Id. at 475. 
Id. at 39. 
Id. at 207- 208. 
Id. at 208. 
Id. at 209. 
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textbooks in favor of Fu j ian . 10 It al so issued a December 7, 2009 purchase 
order amounting to PHP 11 ,347,78 l.08 for Developing Reading Power 
(ECE) and Pagpapaunlad ng Kasanayan sa Pagbasa for Grades 1 to 6. 11 

St. Mary's Publishing started defaulting in its obligations, resulting in 
the non-delivery of books subject of the purchase order. To address St. 
Mary's Publishing's failure to pay its obligations, several contracts were 
executed. 

Catabijan executed a Declaration of Pledge of real properties of St. 
Mary's Publishing with an undertaking by way of a February 26, 2010 
promissory note .12 St. Mary's Publishing pledged its collectibles from its 
sale of books from multiple accounts to be appl ied to its 2008 and 2009 
unpaid obligations to petitioners M.Y. Intercontinental and Uy. Real 
properties in Sta. Cruz, Mani la and Lemery, Batangas, St. Mary's 
Publishing's collection from claims for flood damages, and its current 
inventory of stocks of textbooks, were pledged to the petitioners as partial 
payment should it incur default. To ensure St. Mary's Publishing's abil ity to 
pay the promissory note, the publishing house opened its books to 
petitioners showing its accounts receivables, banks statements, inventory, 
with weekly reporting requirements to its business. 13 

However, more postdated checks of St. Mary's Publishing bounced. 
To prevent the breakdown of the patties ' relationship, they entered into a 
Memorandum of Agreement on March 12, 2010. They agreed to open a 
joint bank account where all St. Mary's Publishing's collectibles for 2009 
and 2010 w ill be deposited. Seventy percent of the proceeds would be 
applied to St. Mary's Publi shing's obl igations to petitioners. However, if 
the balance is not sufficient to answer for the demandable amount to 
petitioners, the deficiency can be applied from the 30% share of St. Mary's 
Publishing. 14 

Sometime April 20 l 0, Catabijan allegedly gave a signed Deed of 
Assignment of a ll its copyright to Uy as a prelude to the execution of a 
dacion en pago which failed to materialize . Uy claimed that he reluctantly 
received the Deed of Assignment given to him because he was not engaged 
in the publishing business. Eventually, M.Y. Intercontinental registered the 
Deed of Assignment under its name. Copyright Registration Nos. A2012-24 
to A2012-35 over the subj ect textbooks were issued in favor of M.Y. 
Intercontinental on January 18, 20 I 2 .15 

10 Id. at 39. 
11 Id. at 220- 22 1. 
12 Id. at 223- 228. 
n Id. at 225- 226. 
11 Id. at 277- 278. 
15 Id. at 307- 3 18. 

I 
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The textbooks subject of the December 7, 2009 purchase order were 
no longer delivered due to St. Mary's Publishing's failure to pay. On the 
other hand, there was also no demand from St. Mary 's P ublishing to deliver 
the books because it treated the contract as rescinded during a meeting on 
April 2 1, 20 10. 16 

On October 22, 20 10, M.Y. Intercontinental's attorney-in-fact, Atty. 
Marie Ann Carmen F. Ferrer filed a petition for declaratory re lief before the 
Regional Trial Court of Mandaluyong. 17 In the declaratory relief case, the 
Regional Trial Court held that M.Y. Intercontinental is an unpaid seller. The 
Regional Trial CoUii f u1t her recognized M.Y. Intercontinental's lien over the 
subject books covered in the December 7, 2009 purchase order. As an 
unpaid seller, M . Y. Intercontinental has the right to resell these textbooks 
and rescind the contract to print considering that St. Mary 's Publishing had 
been in default for an unreasonable length of ti me .18 The dispositive portion 
of the case reads: 

W HEREFORE, fo rego ing premises considered, this court declares 
that: 

I). with respect to the subject Contract to Print, petitioner is 
deemed to be an unpaid seller within the definition of Article 1525 of the 
New C ivil Code; 

2). anent to the 2 10,000 copies of Deve loping Reading Power 
(DRP) series and 9 1,000 copies of Pagpapaunlad ng Kasanayan sa Pag­
habasa (PKP) series, petitioner, by virtue of Artic le 1526: 

a. has a lien on the textbooks or ri ght to retain them for 
the cost of printi ng and other costs while it is in possession 
of said textbooks; 

b. has a right to resale of these textbooks; 

c. has a right to rescind the contract to print. 

3). by virtue of Article 1533, and considering that respondent has 
been in default for an unreasonable time, petitioner, as an unpaid seller 
having the right of lien and to resell the goods, petitioner shall not 
thereafter be liable to respondent, upon the contract of sale for any profit 
made for such resale, but may recover from the respondent damages fo r 
any loss occasioned by the breach of the contract of sale; 

4). by virtue of the fi rst sale doctri ne, respondent, upon defau lt of 
payment has parted w ith all right to control the sale of it, inc luding and 
more especially copyright over the subject textbooks. Petitioner, upon 
obtaining the copies by operation of law, may now sell them again w ithout 
authority from respondent. And cons idering that the textbooks have been 

16 Id. al 68. 
17 Id. ill 115-145. The case is entitled Marie Ann Carmen F Ferre,: in her capacity as altorney-in-fact of 

M. Y Intercontinental Trading Corporation and/or Tedwin T Uy v. S t. 1'vfa,y '.1· Pubhrhing and/or .Jen y 
Viceme S. Catabijan, docketed as C ivil Case No. MC- I 0-5078. Marie Ann Carmen F. Ferrer is a lso 
referred lo as " Maria Ann Carmen F. Ferrer" in some pans of the rollo. 

18 /d.al 14 1, 143 . 
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stored in China, and that these textbooks were wri tten for Philippine 
consumption , the right to resale of these textbooks shall carry with it the 
necessary right to import the same; and 

5). finding the documents to be in order, the court declares the 
following document as legally binding: 

a . Cover Note from the China Council for the Promotion 
of Internationa l Trade/China Chamber of International 
Commerce (Annex " H" of the Petition); 

b. the Authority to Enter into Contracts to Market and Sell 
the textbooks subject of this case issued by Fuj ian to MITC 
(Annex 'T' of the Peti tion); 

c. the authentication issued by the China Counc il for the 
Promotion o f International Trade/China Chamber of 
International Commerce certify ing that the seal or Fujian 
on the Authority to Enter into Contracts to Market and Sell 
the textbooks is genuine (Annex "J" of the Petition); 

d. the authentication issued by the Consulate General of 
the Philip pines in X iamen, China certify ing that the 
signature and seal of Wang Yahong appearing on the 
authentication issued by the China Counci l for the 
Promotion of International Tracie / China Chamber of 
International Commerce are genuine (Annex ·'K" of the 
Petition). 

No pronouncement as to costs. 

SO ORDERED. 19 

The Regional Trial Court of Mandaluyong he ld that the nature of the 
transaction is a contract of sale of future goods where M.Y. Intercontinental 
is the seller of the books and St. Mary's Publishing is the buyer.20 It applied 
the doctrine of fi rst sale in Bobbs-Merill Co. v. Stratus,21 an American 
jurisprudence, w hich allows " the purchaser or subsequent owner of a 
copyrighted work to se ll or g ive away a particular lawful ly made copy of the 
copyrighted work w ithout permission once it has been obtained ."22 

Applying thi s doctrine, the Regional Trial Court he ld that copyright of the 
subject textbooks passed from St. Mary's Publishing to M.Y. 
Intercontinental when the former contracted with the latter for printing. 
Since the printed textbooks are not infringing copies, St. Mary's Publishing 
has no right to control the change of ownership of these textbooks because it 
has yet to pay the printing serv ices. As an unpaid seller, it held that M.Y. 
Intercontinental is authorized to sell the books subject of the purchase order 
w ithout copyright infringement.23 

1
'
1 Id. at 14 1- 143. 

10 Id. at 133. 
1 1 2 1 O U.S . 339 ( 1908). 
11 Rollo, p. 140. 
1J Id ~t 143 . 
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In 2012, St. Mary's Publishing learned that M .Y. Intercontinental sold 
the subject textbooks to the City of Cabuyao for PHP 14,110,800.00 through 
a purported Certificate of Copy right Registration under St. Mary's 
Publishing's name 24 It also learned that Fujian authorized M.Y. 
Intercontinental to market and sell the subject textbooks in the Philippines, 
and that A ll ianz imported and sold the subject textbooks.25 

On March 13, 2013, St. Mary's Publishing filed a complaint for 
copyright infringement against M. Y. Intercontinental, Uy, Fujian, and 
Allianz before the Regional Trial Court of Mani la, Branch 24.26 St. Mary 's 
Publishing prayed that defendants desist from infringement, and pay actual 
damages amounting to PHP 90,300,000.00 for the gross sales of the subject 
textbooks under the December 7, 2009 purchase order, moral and exemplary 
damages amounting to Pl-IP 25 million each, and attorney's fees and 
expenses of litigation amount ing to PI-IP 15 million.27 

M. Y. Intercontinental fi led its Amended Answer, ra1s111g its 
compulsory counterclaims against St. Mary's Publishing for PHP 
76,748,494.68 as the amount of Contract Reference No. SMPCMY 76M 009 
and PHP 11 ,347,781.08 for the December 7, 2009 purchase order. T hey also 
asked for moral and exemplary damages amounting to PHP 50 million each 
and attorney's fees and costs of suit amounting to PHP l O mi llion.28 

During trial, St. Mary' s Publishing presented three witnesses. 

Catabijan testified that bis father owned several copyrights of the 
subject textbooks, all of which were eventually assigned to St. Mary's 
Publishing. He testified that Anita Bagabaldo (Bagabaldo ), author of the 
subject textbooks, executed a Deed of Assignment of the copyright in favor 
of St. Mary 's Publishing, which the latter registered in the National Library. 
St. Mary 's Publishing was able to secure accreditation from the Department 
of Education authorizing it to sell the textbooks to government offices 
without bidding.29 

Catab ijan denied executing the Deed of Assignment in favor of M.Y. 
Intercontinental , c laiming that his signature was forged.30 He fi led a 
criminal case for fals ification of public documents before the Office of the 
C ity Prosecutor of Mani la. He presented separate repo1is from the Quezon 

2•1 Id. at 68- 69. 
25 Iii. nt 8 I . 
21

' Id. at 33. 
27 Id. at 81. 
28 Id. at 477-478. 
29 

Id. at 88. De fe ndants fil ed compulsory counterc laims of moral and exemplary damages amounting to 
PHP 50 million each and attorney's fees and costs of suit amounting to PHP 10 million . 

.'U Id. at 69. 
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C ity Police Distri ct and National Bureau of Investigation, w ith both finding 
that the signature in the Deed of Assignment is not the same as Catabijan 's 
authentic signature.31 He a lso sent a lette r to the National Library for the 
cance lla tion ofM.Y. fntercontinental 's copyright, but it was denied.32 

St. Mary' s Publishing presented Bagabaldo, who testifi ed that she was 
an in-house author and managing edito r of St. Mary's Publishi ng . She wrote 
the subject textbooks and executed an Absolute Deed of Assignment of the ir 
copyright in favor of her employer. S he a lso testified that the company 
expanded the medium of the content of the subj ect textbooks to e-books, 
audio books, pamphlets, comics, novels, and artic les.33 

St. Mary's Pub lishing a lso presented Joseph Sebua, its Corporate 
Secretary and Admin istrative Officer. He secured documents confirming 
M.Y. lntercontinenta l's sale of the company's textbooks to the Department 
of Ed ucation, Zarnboanga C ity, M unic ipality of Matnog in Sorsogon, and 
Municipa li ty of Cabuyao, Laguna .3-1 

The lone testimony of Uy was presented before the trial court. Uy 
testified that M.Y. Intercontinetnal 's business venture w ith St. Mary's 
Publi shing sta rted in 2005 , when he and M.Y. Intercontinental provided 
funds and printing serv ices for St. Mary's Pub I ishing .35 The two parties' 
re lationship turned sour in 2010 because of St. Mary 's fai lure to pay the 
costs of the printing in 2009 and issuance of several bouncing checks.3<1 The 
parties executed docum ents to settle St. Mary's Pub lishing's clai m, 
inc luding a Declaration of Pl edge and Undertaki ng, and a Memorandum of 
Agreement in 20 I 0.37 Catabijan also delivered a s igned copy of the Deed of 
Assignment of Copyright because he fe lt ashamed that he was unable to pay 
hi s obligations. Uy a lleged that he was hesitant to accept the Deed of 
Assignment at first, but it was Catabijan who ins isted. The Deed of 
Assignment was notarized on March 29, 2010. Uy applied a copyri ght 
registration on January 18, 20 12 under the name of M.Y. Intercontinental.·18 

The Regiona l Tria l Court g ranted the complaint and ordered Uy, M.Y. 
Intercontinental, Fujian, and A llianz to so lidarily pay St. Mary's Publishing 
20% of the total sales amounting to Pl-IP 18,060,000.00 as actual damages, 
PHP 1,000,000.00 as moral damages, PHP 2,000,000.00 as exemplary 
damages, and PHP 500,000.00 for legal costs and other expenses. The 
dispos iti ve portion reads: 

, 1 Id 

'
2 Id. at 69. 

-'-' Id. at 94- 95 . 
. H Id. a t 95- 96. 
15 It!. at 96. 
3
' ' Id. ar 96- 97. 

17 Id. at 97- 98. 
38 Id. at 70. 

I 
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WHEREFORE, premises considered, defendants M.Y. 
lntercontinental Trad ing Corporation, Teddy T. Uy, Fujian New 
Technology Color Making and Printing Company, Ltd. and Allianz 
Marketing a nd Publishing Corporation are hereby ordered to: 

a. Des ist from printing, copying, importing, revis ing, distributing, 
reproducing, promoting, and selling the fo llowing textbooks: 

1. Developing Reading Power, Grade II, Books A, B, 
C, and D covered by Certificates of Copyright 
Registration Nos. PD A 1895 1 to PD A 18954; 

2. Deve loping Reading Power, Grade Ill , Books A, B, 
C, D, and E covered by Certificates of Copyright 
Registration Nos . PD A 15367 to PD A 1537 1; 

3. Developing Reading Power, Grade lV, Books A, B, 
C, D, and E covered by Certificates of Copyright 
Registration Nos. PD A 15372 to PD A 15376; 

4. Developing Reading Power, Grade V, Books A, B, 
C, D, and E covered by Certificates of Copyright 
Regis tration Nos. PD A 15377 to PD A I 5381 ; 

5 . Developing Reading Power, Grade Yl, Books A, B, 
C, D, and E covered by Certifi cates of Copyright 
Registra tion Nos. PD A 15382 to PD A 15385 and 
PD A 19 107; 

6. Developing Reading Power I to 6 (Enhanced­
Cornbined Edition) covered by Certifi cates of 
Copyright Registration and Deposit Nos. A 2005-
1314 to A 2005-1 319 

7. Pagpapaunlad ng Kasanayan sa Pagbabasa I to 6 
(Binagong Edisyon) covered by Certificates of 
Copyri ght Registration and Deposit Nos. A 2005-
1320 to A 2005-1325; 

8. Developing Reading Power I to 6 (Enriched­
Combined Edition) covered by Certificates of 
Copyright Registration and Deposi t Nos. PD A 
201 1-2325 to A 201 1-2328 and A 20 11 -233 1 to A 
2011-2332; 

9. Pagpapaunlad ng Kasanayan sa Pagbabasa 1 to 6 
(B in::igong Edisyon) covered by Certificates of 
Copyright Regi stration and Deposit Nos . A 2012-
00367 to A 2012-00372; 

10. Deve loping Reading Power (Revised Edition) 
described in paragraph 1.1 6 of the Complaint; 

1 1 . Pagpapaunlad ng Kasanayan sa Pagbabasa 
(Binagong Edisyon) described in paragraph 1.16 of 
the Complaint; 

12. Developing Reading Power (Enhanced Edition) 
described in paragraph 1. 16 of the Complaint; 

and copies thereof including copies of the Revised Editions or other 
formatted versions of said works. 

b. Solidari ty pay: 

l . Damages of [PHP] 18,060,000.00; 
2. Moral damages of [Pl-IP] l ,000,000.00 
3. Exemplary damages o f [PHP] 2,000,000.00 
4. Attorney 's fees of [PI-IP] 500,000.00; and 

J 
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5. Costs o f suit. 

SO ORDERED.3') 

The trial court held that it was not contested that the books were 
imported and sold by Allianz on the strength of M.Y. Intercontinental's 
registe red copyright over the subject books . It held that the Deed of 
Assignment from wh ich M.Y. Intercontinenta l derived its rights over the 
subject textbooks was not properly notarized. T here was no notari a l seal on 
the pages of the instrument w ithout its photographically reproducible mark. 
It a lso lacked the seri a l number of the commission of the notary, and the 
acknowledgement does no t reflect the community tax certificate of the 
person who attested to the document before the notary public. Hence, the 
Regional T ria l Court conside red it as a private document whose authenticity 
must be established under the Rules of Court, Rule 132, Section 20. The 
defendants, having the burden to authenticate the Deed of Assignment, 
fa iled to present the notary public .40 

Second, the Reg ional T ria l Court observed that the s ignatures in the 
documents submi tted by Catabijan d iffered from his purported s ignature in 
the Deed of Ass ignment. It a lso appreciated the findings of the C rime 
Laboratory Office of the Phi lippine National Po lice and the National Bureau 
of Investigation that the s ignatures were not made by one and the same 
person.'11 The t ria l court thus did not find Uy's lone testimony credible due 
to the inconsistencies in hi s statements and the be lated registration of the 
Deed of Assignment. The tri al court cons idered the tota li ty of the evidence 
and he ld that the Deed of Assignment was forged, and the copyright of 
petitioner based on the Deed of Assignment as void.42 

The trial court he ld that Fujian committed copyright infringement 
when it authorized M. Y. Intercontinenta l to sell St. Mary's Pub! ishing's 
books in the Phil ippines, because at that time, St. Mary 's Publishing was the 
copyright owner of the subject textbooks_-1 3 Without the consent of the 
copyright owner, reproduction of the copyrighted books amounted to 
copyright infringement. T he trial court re lied on the Berne Convention for 
the Protection of L iterary and Artist ic Works to hold Fujian, a fo re ign 
corporation, liable .44 It a lso held Allianz liable for infringement for printi ng, 
publishing and selling cop ies of the St. Mary's Publishing's Development 
Reading Power Supplements K + 12 Compliance Textbooks (Revised 
Edition), w hich is the same book, except fo r the copyright page and cover.45 

The defendants were o rdered to des ist from "copy ing, printing, using, 
im porting, revising, distributing, reproducing, promoting and selling of 

;,, Id at 11 3- 114 . 
. w Id. at I 05- 106. 
~, le/. at 106- 107. 
·11 Id. nt 108- 109. 
,,, Id. at I 09. 

'·
1 Id. at 110. 

·10 Id. 

I 



Decision 10 G.R. No. 2497 15 

copies of said textbooks inc luding a ll copies of the Revised Editions and 
other formatted versions of said works."46 

The Regiona.l Trial Court awarded actual damages equivalent to 20% 
of the g ross selling price of the books covered under the December 7, 2009 
purchase o rder: 17 T he trial comt used the Department of Education's 
mandated selling price of the book at PHP 300.00 and deducted overhead 
costs, printing, royalties, customs brokerage fees, taxes, and other expenses 
at arriv ing at the just and reasonable amount of damages.48 It awarded moral 
damages amounting to PHP 1,000,000.00 and exemplary damages of PHP 
2,000,000.00, attorney's fees of PI-IP 500,000.00, legal costs, and other 
expenses.4'J 

M.Y. Intercontinental filed an appeal by way of a Petition for Rev iew 
under Rule 43 before the Court of Appeals. On April I 1, 20 19, the Court of 
Appeals dismissed the appeal and affirmed the trial court's ruling: 

WHEREFORE, premises considered , the 8 December 20 17 
decision or the Regional Trial Court- Branch 24, Manila in C ivil Case No. 
I J- 12963 1 is here in AFFIRMED in lolo . 

SO ORDERED.50 

The Court of Appeals did not give due course to the petition because 
there was no prima.facie showing that the trial court committed errors of fact 
or law. Its findings were consistent with ev idence on record.51 The Court of 
Appeals sustained the findings that the Deed of Assignment was not 
properly notarized .52 The Court of Appeals found preponderance of 
ev idence sustaining St. Mary's Publishing's allegation that the signature in 
the Deed of Ass ignment was not authentic.53 It appli ed the presumption of 
regularity of official duties since M.Y. Intercontinental did not present 
contrary ev idence against the find ings of the Philippine National Police and 
the National Bureau of lnvestigation.54 Finally, it d id not rule upon the 
merits of the infringement case, there being no misapprehens ion of facts and 
law on the part of the trial court. T hus, its findings on the issue were 
upheld. 55 

Petitioners contend that they did not commit copyright infringement 

·11• Id. at 111 . 
·
17 The Regional Tria l Court Decision erroneously referred to the December 7, ~009 purchase order 

covering 30 1,000 pieces of books as Purchase Order cl11ted December 7. 20 I 0. See Rollo pp. 220- 222. 
48 Id. at 11 1- 112. 
4
'' Id. a1 11 2. 

50 Id. at 73 . 
51 ld.at 7 1- 73. 
5~ lc/.at71 - 72. 
5
' ld.at74. 

,., Id. 
5" Id. al 73. 
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because M . Y . Intercontinental is the ho lder of a valid and existing certificate 
of copyright registration. Thus, there is a primafacie proof of its ownershi p, 
which is valid until annulled in a separate proceeding. Since there was no 
order from the tria l court cancell ing the ir certificate of copyright registration, 
it continues to subsist. 56 

Petit ioners a lso contend that the t rial court should not have 
di sregarded the find ings in the declaratory relief case in C ivil Case No. MC­
I 0-5078. T hey assert that the infringement case was a mere afte1ihought 
without a real cause of action.57 Petitioners admit that their acts of sell ing 
St. Mary's Publishi ng's books was not done pursuant to the declaratory 
re lief case but it is re levant to show that the award has no basis.58 

In sustammg the award of the trial court, the Court of Appeals 
acquiesced to unj ust enrichment. In invalidating the Deed of Assignment, 
petitioners c la im that the trial court should have acknowledged the debt of 
respondent St. Mary's, especia lly since they ra ised it as a compulsory 
counterclaim in the ir A nswer. Since the Deed of Assignment was used to 
pay fo r respondent's debt to petit ioners, the lower courts shou ld have 
ordered petitioners to pay for the same as a consequence of the nullity of the 
Deed of Assignrnent. 59 Even assuming there was forgery, there was no 
proof or a llegation that it was Uy who was responsible fo r the same. Thus, 
respondent' s debts should also be restored from the t ime they fe ll due, 
earning legal interest, so as not to result in unjust enri chment.60 

Petit ioners likewise assail the award of the trial comt There was no 
basis fo r the t rial court's computation of actual damages because there was 
no proof that the 301,000 books were sold at PHP 300.00 each. Moreover, 
the Declaratory Relief Case adjudged the ir right to import and resel l the 
books covered by the December 7, 2009 purchase order. There was injustice 
in the amount of damages awarded g iven that respondent owes peti tioners 
millions of pesos.6 1 Moreover, there being no proof that it was Uy who 
forged the Deed of Assignment, the trial court should not have awarded 
actual, moral, exemplary, and other types of damages and costs. The forgery 
could have been done by Catabijan since when Uy received the Deed of 
Assignment, it was a lready s igned. In fac t, it was peti t ioners who sought the 
National Bureau of Investigation 's examinati on of the Deed of Assignm ent 
for fo rgery. 62 

Petit ioners argue that the trial court erred in refusing to resolve its 
compulsory counterc lai m based on a lleged non-payment. They contend that 

'
1
' Id. at 38-40. 

; 7 Id a l 4 I. 
;x Id. a t 40-43. 
5
'' !cl. at 44-46. 

1
•
0 Id. at 46. 

"' lei. at 47-48. 
''

2 Id. at 49. 



Decision 12 G.R. No. 249715 

they paid for a permissive counterclaim as directed by the trial court, 
knowing that such is prohibited in intellectual prope1iy rights cases. Their 
claim against respondent is compulsory because it arose out of and relates to 
the subj ect matter of the case.63 T hey also seek the issuance of the 
temporary restraining order and preliminary injunction against the execution 
of the trial court's award.64 

Respondents filed their Comment65 a lleging that there was no question 
of law raised in the Petition. They claim that the Court of Appeals did not 
commit any error of law in its decis ion because both the lower cou1ts' 
decisions are based upon facts and the evidence on record .66 Thus, there is 
no special reason for thi s Court to review the decision of the Court of 
Appeals. As owner of the copyright of the books, M.Y. Intercontinental 
hold the exclusive rights to distribute, sell , and to promote these books to the 
exclusion of petitioners. T here was no legal transfer of copyright from St. 
M ary's Publi shing to petitioners .67 

To resolve whether there is copyright infringement, the following sub­
issues are relevant: 

first, whether the Deed of Assignment is genuine and valid; 

second, whether the declaratory relief ruling is binding in the 
infringement case; whether the trial coU1t correctly awarded damages; and 

fin ally, whether the counterclaim of petitioners should have been 
resolved in the infringement case. 

We paitially grant the Petition. 

I 

A copyright owner has exclusive economic rights in the reproduction 
and distribution of the original copy of their work through sale and other 
forms of transfer of ownership.68 The owner, by them selves or through 

6
' Id. at 50- 52. 

6
~ Id. at 52-54 . 

6 5 ld.at 971 - 974. 
66 Id. at 97 1. 
67 Id. at 972. 
68 I NTEI.Ll'CTU/\L PROPERTY CODE, secs. 177. I and 177 .3 state: 

SECTION 177. Copyri~hl or Economic Rights. - Subject to the provis ions of Chapter VIII , copyright 
or economic rights shall consist of the exclusive right to carry out, au thorize or prevent the following 
acts: 
177. 1. Reproduction of the work or substan tial portion or the work; 

177.3. The first public distribution of the original and each copy of the work by sale or other forms of 
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others, may authorize the conduct of these activ ities. T hey may a lso prevent 
unauthorized activ ities.6') 

C hief Justice Davide, Jr. , in his dissenting op1111on in Habana v. 
Robles, 70 expla ins that reproduction of copy right and its enforcement are 
necessary for the ful I enjoyment of its creato r: 

Stripped in the meantime of its indisputable socia l and benefi c ia l 
func tio ns, the use o r intellectual property or creatio ns shoul d basically 
promote the creator or autho r's persona l and economic gain . Hence. the 
copyright protectio n ex tended to the creator sho uld ensure h is a ttainment 
of som e fo rm of persona l satisfaction and economic reward from the work 
he p roduced. W ithout conceding the su itabil ity of Laktaw as precedent, 
the Court the re quoted Jvlanre.rn and explained: 

He ll'ho ll1rites u hook, o r carves a statue, or makes 
an in venti on, has the uhso/11/e right to reproduce or sell it, 
j ust us the O \ l'/1er o{the fund has the absolute r ight lo sell ii 
or itsfi·uils . But while the owner of the land, by sel ling it 
and its lh1its, perhaps full y rea lizes all its economic value, 
by rece iving its bene fits and utilities, which are represented 
for exam ple, by the pri ce, o n the other hand the author <~lo 
book, statue or invention does no/ reap all the benefits and 
advantages ol his own property by disposing <?/ it, for the 
most important form <~l realizing the economic advantages 
of a book, statue or invention. consists in the r ight to 
reproduce it in similar or like copies, everyone o f w hich 
serves to g ive to the person reproducing them al l the 
cond itions w hich the o rigi nal requires in order to give the 
author the .fiill enjoyment there<?/: ff the autho r of a book, 
a rte r its publicati on, cannot prevent its reproduction by any 
person who may wa nt to re prod uce it, then the p rope rty 
right granted him is red uced to a very insigni ficant thing 
and the el'fo rt made in the production of the book is in no 
way rewarded. 

The execution, therefi,re, olany one or more o/the exclusive rights 
conferred hy lull' on a copyright owner, without his consent, consti/11/es 
copyright infi·ingement. In essence, copyright infringement, known in 
general as "piracy," is a t respass on a domain owned and occupied by a 
copyright owner: it is v io lation o r a private right protected by law. With 
the invasion of hi s property rights, a copyright owner is natural ly entitled 
to seek redress, enforce and hold accountable the defrauder or usurper of 
said econom ic rights.7 1 (Emphasis supplied, citations omitted) 

Neverthe less, copyri ght and a l I its appurtenant rights may be ass igned 
entirely or in parts . T he ass ignee enj oys the rights and has the remedies of 
the assignor of the copy right. 72 T he ass ignment must be conta ined in a 

tran~fer or ownership I .J 
(II) Id. 
70 369 Phi l. 764 ( 1999) lPer J. Pardo, f- irst Division]. 
71 1-/abana 1: Roh/es. 369 Phil. 764, 789 790 ( 1999) [Per J. Pardo, First Division]. 
72 INTl'l.l.l'CTl l/\1. PIWl'LRTY CODI:. as amended. se<.:. 180 slates: 

I 
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written declaration, stating the intent ion to assign the copyright in whole or 
in part.73 

Here, the issue is centered on the val idity of the Deed of Assignment 
that was purportedly executed by St. Mary's Publi shing in favor of M.Y. 
Intercontinental as payment of its obligations. It reads: 

I . The ASS IGNOR in acknowledgement of its indebtedness to 
the ASSIGNEE, by these presents do hereby assigns and transfers unto the 
ASS IGNEE. the w ho le rig ht and interest to the copyright of the fol lowing 
books: 

• Developing Reading Power I to 6 (Enriched Com bined 
Edition) Copyright Registration Number A2005- 13 l 4 up to 
A2005- l 3 19 registered o n 20 .July 2005 

" Pagpapaunlad ng Kasanayan sa Pagbasa I to 6 
(Binagong Ed isyon) Copyright Registration N umber 
A2005-1 320 up to A2005- 1325 registe red o n 20 July 2005 

2 . In pursuance o l' the a lo resa icl deed ASS IGNOR hereby 
assigns, transfers and sell s absolute ly to the ASSIGNEE the copyrig ht or 
the above-named books or the ASS IGNOR, the same to be he ld and 
enjoyed by the ASS IGNEE hereor to the Cull end of the term for wh ich 
sa id copyright as ful ly and entirely as the same would have been held by 
the ASSIGNOR herein had this assignment not been made - inc luding the 
exclusive right to sell the subj ect books. 

3 . T he ASSIGNOR Curther ass igns and cedes to ASSIGNEE the 
right of further printing, pub lishing and selling thereof in whole or in parts 
and in any fo rm tha t the ASS IGNEE may desire. T he ASSIGNOR also 
grants to the ASS IGNEE the rig ht of translation or of making any other 
use of the said book, all the rights hereby granted are subject however, to 
the provisions of Republic Act 9283. 

4. The ASS IGNOR hereby covenan ts with the ASSIGNEE that 
he is the sole owner o r the copy ri ght in the said book and that the re is no 
ri ght, c lai m or interest of any k ind , w hatsoever, of any o ther person in the 
t.:opy right or the said book. 7-1 

T he Cou1t of Appea ls sustained the trial court's finding that 
Catabijan 's signature in the Deed of Assignment was fo rged, thus 
invalidating the certificates of registration of copyright in favor or M .Y. 
Intercontinenta l. 75 

/ 
j 

SECTION 180.1 . Rights of Assignee or Licensee. --- The copyright may be assigned or licensed in 
whole or in part. Within the scope of the ass ignment or license, the assignee or licensee is entitled to all 
the rights and remedies which the nssignor or licensor had with respect to the copyright. 

73 
INTl:1.1.l'CTLJAI. PROl'liRTY CODE, as amended. sec. 180.2 provides: 
SECTION 180.2. The copyright is 1101 deemed assigned or licensed inter vivos. in whole or in part, 
unless there is a wrinen indic<1tion or such intention. 

7 1 /?o/lo, pp. 281. 
75 Id ell 109. 
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Petitioners al lege that they are valid holders of copyright certificates 
which remain valid unti l annulled. Their issuance in M. Y. Intercontinental 's 
favor constitutes prima facie evidence of M.Y. Intercontinental's 
ownership.76 There was a lso no a llegation that it was petitioners who forged 
the Deed of Assignment.77 Uy testified that the Deed of Assignment had 
already been s igned when Catabijan gave him the document. Further, it was 
Uy who sought the National Bureau of Investigation's he lp to verify the 
authenticity of the document. 78 Thus, petitioners are not responsible for the 
a lleged forgery of the document. 

T hei r a rgument fa ils to persuade. 

Copyright registration does not vest ownership of the copyright. 
Fai lure to register does not remove copyright protection under the law, but 
this does make the owner liable to pay a fine.79 Registration of copyright 
on ly serves as a notice, but it does not confer rights. Ching v. Salinas80 

explains that the certificate is only prima fctcie proof of the facts stated 
there in which can be rebutted by contrary evidence: 

To discharge his burden, the applicant may present the certil'icate or 
regis tration covering the work o r. in its absence, other evidence. !\ 
copyright certilicate provides prima focie evidence of originality which is 
one element or copyright val idity. It constitutes prima .fc,cie evidence <?l 
hoth validity ond ownership ond the validity o/ the facts stated in the 
c:ert(ficate. The presumption o/ validity to a cert{ficate <?l copyright 
registration merely orders the h11rden o/pmol The appl icant should not 
ordinarily be fo rced, in the first instance, to prove a ll the multip le facts that 
underline the validity of the copyright unless the respondent, effectively 
challeng ing them, shifts the burden or doi ng so to the appl icant Indeed, 
Section 218.2 of R.A. No. 8293 prov ides: 

2 18.2. In an action under thi s Chapter: 

(a) Copyright shal l be presumed to subsist in the 
work or other subject matter lo which the action relates if 
the cle le ndant does not put in issue the q uestion whethe r 
copyrig ht subsists in the work. or othe r subject ma tter; and 

(b) W here the subsistence of the copyrig ht is 
estab lished , the plaintiff shal l be presumed to be the owner 
o r the copyri ght if he claims to be the owner 01· the 
copyright and the de l'c ndant does not put in issue the 
question of his ownership. 

A certificate of registration creates no rebuffahle presumption <?l 
c.:01,yright validity where other evidence in the record casts clouht on the 

7
'' Id. at 39. 

77 !cl. al 46. 
78 Id. at 49- 50. 
79 

Mm1~)' Sport.1wear l\,fa1111/c1ct11ri11g. Inc. ,,. Dadodt!llt! Enterprises and/or l-fer111es Sports Ce/7/er, 507 
Phil. 375. 382 f Per .I. Ynares-Santiago, Firs! Divis ion[. 

~
11 500 Phi l. 628 (2005) [Per J . Callejo. Second Division[ . 
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question. In such u case, validity will not be presumed.81 (Emphasis 
supplied, citations omitted) 

In the 2020 Revised Rules of Procedure for Intellectual Property 
Rights Cases, "[r]egistration and deposit of a work with the National Library 
or the IPO shall not carry with it the presumption of ownership of the 
copyright by the registrant or depositor, nor sh al I it be considered a 
condition sine qua non to a claim of copyright infringement."82 

Petitioners' rights as assignee originate from the Deed of Assignment. 
Its subsequent deposit and issuance of certificates of registration do not give 
them rights beyond what was assigned in the contract. More importantly, 
the prima facie proof of validity, ownership, and facts stated in the 
certificates of registration have been destroyed with the finding of forgery of 
Catabijan 's signature. 

The totality of evidence shows that Catabijan's signature in the Deed 
of Assignment was forged. The trial judge personally examined and 
compared Catabijan 's signatures on the documents on record and found 
significant differences in his signature in the Deed of Assignment and the 
other documents. The findings of the Quezon City Police District Crime 
Laboratory and the National Bureau of Investigation were also appreciated. 
Finally, the trial judge evaluated Uy's lone testimony and the circumstances 
surrounding the deed of assignment's registration. We quote the relevant 
factual findings on the forgery: 

On the other hand, the evidence on record supports plaintirfs' 
stance that the Deed of Assignment is a forged document. 

The Court finds s ignificant differences between the s ignature of 
plaintiff Catabijan in the Deed of Assignment and the signature of plaintiff 
Cata bi Ian in ( I) the Declaration of Pledge and Undertaking elated 26 
February 20 I 0, (2) the Memorandum of Agreement dated 12 March 20 I 0 
and the Statement of Account as of I 6 March 20 IO annexed thereto, (3) 
Contract Ref. SMPCMY 76M 009, (4) P.O. elated 7 December 2009, (5) 
the Secretary's Certificate elated IO March 20 I 0, (6) Export and Industry 
Bank Check No. 6498253 elated 14 May 20 I 0, and (7) the numerous 
bounced c hecks presented by defendants Uy, et. al., among others. Under 
Section 22, Rule 132 of the Rules of Court, evidence respecting a 
handwriting may be given by a comparison, made by the court, with 
writings admitted or treated as genu ine by the party against whom the 
ev idence is offered, or proved to be genuine to the satisfaction of the 
_judge. 

Plaintiffs likewise presented the R eport elated O 15-20 12 dated 12 
September 2012 of the Crime Laboratory Office Station 10 of the Quezon 
City Police District of the PNP, which found strong indication that the 
signature of plaintiff Catabijan in the Deed of Assignment and documents 

~
1 Ching v. Salinas, 500 Phil. 628, 640- 641 (2005) [Per J. Callejo, Second Division]. 

~
2 A.M. No. 10-3- 10-SC (2020). sec. 2. 
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bearing his true signature were not written by o ne and the same person, 
and the Q uestioned Documents Report dated 30 July 20 I 3 of the NBJ 
which also states that the questioned signature in the Deed of Assignment 
and sample s ignatures of plaintiff Catabi_jan were not written by one and 
the same person. Thus : 

The Report dated O I 5-20 12 dated 12 September 2012 states: 

Scientific comparative examination and analysis of 
questioned signature JERRY VJCENTE CATABIJAN 
marked "Q" and the standard signatures or Je rry Catabijan 
marked "S-1 " to "S-9'', inclusive revea l s ignificant 
divergences in handwriting movement, stroke structure and 
othe r individual handwriting characteristics; I lence strong 
indicatio n that THEY WERE NOT WR ITTEN BY ONE 
AND TI-JE SAME PERSON. 

The Questioned Documents Report dated 30 Ju ly 2013 s tates: 

PIN D INGS: 

Sc ientific comparative examinations made on the 
specimens submitted under magnification using 
stereoscopic microscope, magnifying lens and wi th the aid 
or photographic enlargements, reveal s ignificant 
differences in handwriting characteristics and habits 
exis ting be tween the questioned and standard / sample 
s ignatures JERRY V ICENTE S. CATABIJAN, such as in: 
Manner or execution , and other details in e lements 
formatio n. 

CONCLUS ION 

Based pm rs icJ the above FJNDI.NGS, the 
questi o ned and the s tandard/sample s ignatures of JERRY 
VICENTE S. CATAOl.lAN were not written by one and the 
same person. 

Needless to state, the above documents a re admiss ible and may be 
given probative value w itho ut the necessity or presenting in court the 
officer o r person w ho made them. 

The Court likewise doubts the credibility o r defendants ' so le 
witness, defendant Uy, who testified on the supposed deli very of the Deed 
of Assignment. Based on hi s direct examination, the Declaration of 
Pledge and Undertaking elated 26 February 20 IO was the first document 
executed. Since such execution did not improve the situation, the parties 
ente red into a Memorandum or Agreement on 12 March 20 I 0. 
S ubsequently, sometime in April 20 I 0, the parties agreed to meet to forge 
a dacion in payment arrangement to final ly settle plai ntiff SM PC's 
obligation . Based on his cross-examination, however. it appears that the 
meeting regardi ng the execution of a dacion in payment arrangement was 
he ld before the parties executed the Memorandum of J\greernent dated 12 
March 20 I 0. T hus, he testilied on cross-examination tha t there were two 
to three meetings held between the parties - the first meet ing held resulted 
in the execution or the Declaration or Pledge and Undertaking the second 
meet ing he ld was where payment by dacion was discussed, and the third 
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m eeting he ld was w here the Memorandum of Agreement was s igned. 

Moreover, the testimony or del"endant Uy o n the purported delivery 
of the Deed o r /\.ssignment does not ring true. Said deed was purportedly 
given to defendant Uy a couple or weeks after 12 March 20 10. Defendant 
Uy himsel r testified that by that time plaintiff SMPC already faltered in its 
payment as its check payments worth millions al ready bounced. lt appears 
that the textbooks covered by P.O. dated 7 December 20 IO were already 
printed but were not deli vered because of non-payment. If defendant 
M ITC a lready has the Deed o r /\.ssignment at that time (20 10), it could 
have caused the registration of the copyrights to said textbooks in its name 
to erase any doubt on its right to sel l the same, and eventually sell the 
same. Indeed, on 22 October 2010, defendan t MITC filed the Petition for 
Declaratory Relier which effective ly sought clearance to resell the 
textbooks covered by P.O. dated 7 December 2009 on the theory that it is 
an " unpaid se ller'' or said books. It was only in .January 2012, or almost 
two years after its purported receipt of the Deed of Assignment, that 
defendant MITC registered the copyrights or said books in its name. 

In light or the totality or evidence at hand, the Court find s that 
p laintiffs were able to preponderate their c laim of forgery agai ns t the Deed 
o r /\.ssignment of Copyright dated 12 March 2010. In view of its 
invalidity, the Certificates or Copyright Registration elated 18 January 
20 12 relied upon by clel'endants Uy, et. a l. lo prove delendant MlTC's 
copyrights a re Lhe rel-ore void.10 (C itations o mitted) 

We see no reason to overturn the factual findings of the lower courts 
on the existence of forgery of Catabijan 's s ignature in the Deed of 
Assignment. 

Consent is an essentia l requirement for the perfection of a contract.84 

A contract with a forged signature is a fi ctit ious contract, and "conveyances 
by virtue of a forged s ignature or a fictitious deed of sa le are void ab 
initio."85 Since Catabijan 's signature was forged, there was no consent 
which perfected the contract of assignment. It is fictitious and thus void . St. 
Mary's Publishing's copyright over the subject books was not transferred in 
whole or in part to M. Y. lntercontinental. 8

(' There was no basis for the 
issuance of the certificates of registration of copyright in favor of petitioners. 

The Inte llectual Property Otfice issued Revised Rules and Regulations 
on Copyright Registration and Recordation of Transfer, Assignment and 
License of Copyright87 stating the procedure for cancellation of certificate of 
registration: 

x3 Rullo. pp. I 06- 109. 
~-

1 CIVIi. COL>!:. an. 13 18 provides [t]herc is nu contract unless the following requisites concur: 
(I) Const..:n t or the contracting partics: 
(2) Object certain which is the subject 111a11er or the contract: 
(3) Cause of the obligaiion which is establ ished. 

x; Go Chan v. lll!irs 11/Baha, 456 Ph il. 569, 578- 579 (2003) (Per J. Ynares-Santiago, First Divisionj. 
x,, CIVIi. CODI:, arl . 1409 (2) states: lt]hc following contracts nre inexistent nnd void from the beginning: . 

. . (2) Those which are absolute ly simulnted or lictitious[.J 
x

7 IPOPHL M emorandum Circular No. 2020-025. 

I 
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Section 2. Cancellation of Certificate. - The Bureau Di rector may, 
upon written request by an interested party and upon payment of 
appl icable fee equivalent to the application lee, cancel the Certilicate of 
Copyright Registration covering a specific work on the following grounds: 

2 .1 Upon o final c:ourt dec:ision ordering the c:anc:elhition <~/" the 
<:er! ifica te; 

2 .2 By tinal order or the Director of the Bureau of Lega l Affairs 
or the IPOPHL in copy ri ght in fri ngement cases; or 

2 .3 Upon recordation or the assignment or transfer as provided 
under Rule V il hereof or under the rules or the NLP[.]88 (Emphasis 
supplied) 

G iven that the Deed of Assignment was forged, which is the bas is fo r 
the petitioner M.Y lntercontinental's copyright registration, the lower courts 
should have di rected the cancellation of its certificates of registrat ion. 

II 

There is copy right infringement w hen '' in the doing by any person, 
w ithout the consent of the owner of the copyright, of anything the sole right 
to do w hich is conferred by statute on the owner of the copyright."89 Olano 
v. Lim Eng Co90 provides the requirements for a c la im of copyright 
infringement to prevail : 

Copyright infringement is thus committed by any person who shall 
use original literwy or artistic ·works, or derivative works, without the 
copyright 011•11er 's consent in such a nwnner as to violate the fi1regoing 
copy ond economic rights. For a claim or copyright infringement to 
prevail, the evidence on record must demonstrate: ( I) ownership or a 
validly copyrighted material by the complainant: and (2) infringement o f 
the copyri ght by the respondent.9 1 

It has several modes of commission, e ither d irectly, benefiting from, 
o r inducement or materia lly caus ing the commission of infring ing acts: 

SECTION 2 16. Jnfi'ingement. - /\ person infringes a right 
protected under this Act when one: 

(a) Directl y commits an infringement; 

(b) Benefits from the infringing activity of another person who 
commits an infringement if the person benefiting has been given notice of 

8
~ I POPI-IL. Memorandum Circu lar No. 2020-025. 

8
'
1 

('o/11111hia f'ic:111res. Inc. " Court uf',-IJJJl<!uls, 329 Phil. 875, 926 ( 1996) [Per J. Regalado, En Banc] . 
''

11 (LR. No. 195835, March 14.2016 fi'er .I . Reyes. Third Division]. 
'
11 O/aiio v. Lim 1:.·11gCo. G.R. No. 195835, March 14, 20 16 [Per J. Reyes, Third Division !. 
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the infringing activ ity and has the rig ht and ability to contro l the acti vities 
of the othe r person; 

(c) With knowledge or infring ing activity, induces, causes o r 
mate rially contributes to the infringing conduct of another.92 

The Inte llectual Property Code prescribes a strict liability in both civi l 
and criminal cases for copyright infringement where " lack of intention to 
infringe is not a defense to an action fo r infringement."93 

Here, it is not disputed that St. Mary 's Publishing is the copyright 
owner of the subject textbooks because petitioners derive the ir ri ghts from 
the Deed of Ass ignment purportedly executed by Catabijan . It is a lso not 
disputed that the following acts were committed: Fuji an authorized M. Y. 
Intercontinental to sell and market the textbooks covered by the December 7, 
2009 purchase order. It issued severa l commercial documents faci litating its 
importation to the Philippines.94 Petitioners alleged that Allianz was 
incorporated to engage in the bus iness of publishing. Afterwards, it 
marketed and sold St. Mary's Publishing's books namely the Revi sed 
Ed ition, Binagong Edisyon, and Enhanced Edition textbooks.')5 

Whi le records show that St. Mary 's Publishing issued several 
authorities to print its textbooks to Fujian,96 these did not include import ing 
books and selling them to the public . Without a valid Deed of Assignment, 
petitioners had no right to sell these books, infringing upon the exc lusive 
economic rights of St. Mary's Publishing to sell under Section 177 of the 
Intellectual Property Code. Petitioners committed copyright infringement. 

Petitioners invoke the ruling of the Regional Trial Court of 
Mandaluyong C ity in its declaratory re lief case assa iling the award of 
damages to be without legal basis. Petiti oners contend that s ince the trial 
court recognized their right to sell the books covered by the purchase o rder, 
St. Mary's Pub I ishing is not entitl ed to the sales proceeds of the books.97 

This Court does not agree. 

In rai sing the ruling in the declarato ry relief case, petitioners mis lead 
this Court in presenting it as if the ruling is fina l and executory. They invoke 
the ruling to assa il the basis of the award of the trial court but at the same 

•)~ INTEL1.1:cT Ui\L PlWl'l:lffY CODI:. us amended. 
,,, ABS-CBN Corporation v. Gown, 755 Ph il. 709--782(20 15) [Per J. Leonen. Second Division!. 
,,., Rollo. pp. 42-43. 
''

5 Id. at 42. 
"" Id. at 568- 573. 
''7 Id. at 47. 
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time, they qualify that they are no longer reli tigating the merits of th is case, 
after supposed ly having won the same.98 

However, records show that upon the filing of the Petition, an appeal 
had already been submi tted for decision before the Court of Appeals.99 We 
take judicial notice of the decision of the Court of Appea ls that was 
promulgated on January 6, 202 1 during the pendency of the present Petiti on. 
The Court of A ppeals dec ision reversed the Regiona l Tria l Court 
Mandaluyong's ruling in the declaratory re lief case, w hic h was promulgated 
after the filing of the instant Petition. The Cou1i of Appea ls held that 
declaratory re lief is not available because the re was a lready a breach in St. 
Mary 's Publishing's obligat ion when the case was fi led and that M.Y. 
Inte rcontinental has adequate re medies, such as an action fo r breach of 
contract o r specifi c perfo rmance w ith damages . 100 

Petit ioners do not dispute that they comm itted the infringing acts 
ra ising the affirmative defense of thei r copyright by virtue of a Deed 
Assignment. S ince the bas is of their ownership has been declared void ab 
initio, they are left w ithout an excuse to justify importing, marketing, and 
selling St. Mary 's Publish ing's copyrighted books. C learly, petit ioners 
committed copyrig ht infringement for which they shou ld be he ld c ivilly 
liable. 

Contrary to the declaratory re lief case, the nature of the contract 
between petitioners and St. Mary's Publ is hing is primarily a loan w ith 
payment of inte rest for the costs in printing St. Mary's Publi shing's books. 
T he contract states : 

1) AMOUNT TO BE F INANCED: 

T he a mo unt to be financed which shal l be known as the principa l 
loan a mount, and w hich is a lso stated in the formal q uo tation nos . 
MYSMPC 0620 129 des ignated he re in as /\nnex 1-A of this contract and 
dated. November 11, 2008. is in the amount of Php 76,748,494.68; the 
said amoun t indicated herein shall be the refe re nce basis a m o unt for the 
computation of interest amounts payable. and shall be here ina fte r referred 
to as the princ ipa l loan amount. In case o r increase o r decrease in the 
amo unt o r funding due to any othe r mu tua l reasonable negotiat ions in the 
amount by bo th parties-for reasons s uch as the printing of new ti t les and 
addi tiona l print runs for existing orde rs- the said amount to be lina nced 
shall the n be adjusted according to the new agreed Lo amount whic h sha ll 
be made and mutua ll y agreed lo by bo th parties as an amendment to this 
con tract; 

')X fd. nt 4 0-'IJ. 
9 '> Id. at 146. 
10° CA Dec ision in C.A. G.R. CV No. 110189 ent itled Mari · Ann Carmen F l~l!l'rer in her wpucity a.1· 

A11umeF-i11-racl of M. )'. /11terconline11/((/ 'fratling Corporution and/or 7'etl1l'i11 T Uy v. St. Mwy'.1· 
!'11hlishi11g 1111dlor .Jen y Vicente S. Cuwhij1111 was promulgated on January 6. 202 1. available at 
htt ps://serv ices.ca .judiciary.gov. ph/cs isver3-war/ f'accs/pages/Rcsu It! n form at ion .x h tm I. 
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2) INTEREST RATES: 

T he interest rates thaL will be imposed on the loan, as indicated in 
artic le I of this contract, shall be two (2%) percent per month or a total of 
twenty-four (24%) percent per annum, using as reference basis the 
principal loan amount which is indicated in article I , or more particularly, 
in the amount of Php76,748,494.68; it is mutuall y understood, that all 
payments or interest and principal shall be paid in Ph ili ppine Cun-ency; 

3) PAYMENT OF PRINCIPAL LOAN AMOUNT: 

The said principal loan amount shall be paid to the AGENTS 
designated bank account starting fro m June 2009 up to June 20 I 0, until 
paid in full; the interest rate which shal l be due and payable thereupon 
availing thereof, shall be computed on a diminish ing basis as the principal 
loan amount becomes paid; 

4) TERM OR PERIOD OF LOAN: 

The term or period or this loan granted by the funders to the 
CLIENT shall commence l'rom P1 December, 2008, up to June, 20 10 or a 
tota l o r 19 months as repayment period; T he client shal I pay interest rates 
at the rate as prescribed and mutually agreed to under article 2 of this 
contract, commencing from December 2008 until .June 2010: repayment of 
principal loan amount, inc luding interest for unpaid portion of the 
principal loan amo unt, sha ll commence on .lune, 2009 up to June 20 I 0, 
until fully paid; 

5) MANNER OF PAYMENT OF INTEREST AND PRINCIPAL: 

The C LI ENT by way or issuance or Purchase Orders in favor of the 
AGENT,fi"· the printing oltextbooks, acknowledges that he is availing or 
the principal loan amount, and the interest rates payable on the principal 
loan amount, for the printing of his textbook requ irements; the AGENT, by 
way of acceptance of the Purchase O rders of the CLIENT confirms that the 
pri111.:ipa/ loan is availah!e, in the .f<mn r?ldelivery olprinted textbooks as 
required by the CLIENT 

T he CLIENT shall issue Corporate POST-DATED checks, from a 
bank designated by the CLIENT, corresponding to the required number of 
Post-Dated Checks, as prescribed in the schedule or payment a ttached to 
this contract to be known as Annex 2-A, which is hereby acknowledged as 
part and parcel of this contract; 

6) DELIVERIES OF TEXTBOOKS: 

T he AGENT, representing the printing factory for the textbooks, 
hereby warrants that the deli veries of textbooks, to be paid for by the loan 
amounts, shall abide by the dates of deliveries as mutually agreed upon on 
the a ttached annex for schedule deliveries, known herein as Annex 3-A, 
wh ich is now mutually acknowledge to be a part and parcel of this 
contract. 

In formation on the changes of said delivery schedule due to 
unforeseen events, or occurrences, i.e., acts of god, typhoon, earthquake, 
natural disasters, or s imilar events, which may in turn delay the deliveries 
of printed textbooks, shall be immediately transmitted and relayed to the 
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CLIENT, includ ing the new schedules of deliveries, 

Furthe r, by mutual consultation between CLJ ENT and the AGENT, 
the titles specifi ed in A nnex I-A and in Annex 3-A may be modi fi ed to 
conform with any change in actual market demand for titles, provided that 
the to tal amount of availm ent shall not be reduced. 101 (Emphasis supplied) 

This is a contract of loan for payment of printing services fo r its books 
with a stipulation for payment of interest and penalty for delay in payment. 
In defaulting in the ir obl igations, St. Mary's Publishing breached its contract 
with petitioners, w hich g ives them a cause of action fo r specific 
perfo rmance, rescission of the contract, and/or damages. 102 The contract 
provides that in case of default: 

8) PENALTIES FOR DELAYS IN PAYMENTS: 

The CLIENT hereby warrants full and strict compliance with the 
dates and amount of loan and interest payments, as provided for and 
prescri bed under A nnex 2-A, and as indicated in the POST-DATED checks 
issued; the CLIENT hereby agrees that POST-DATED checks issued will 
not be arbitrarily stopped for payment on or before the dates indicated on 
the checks, nor w ill the bank account servicing the issued POST-DATED 
checks be arbitrari ly c losed, without replacing the said POST-DATED 
checks wi th new POST-DATED checks, of and fo r value; 

It is here by mutually agreed that a ll delays in payment, if any, shall 
incur a penalty of two and one-half (2 .5%) percent, based on the unpaid 
portion of the principal loan amount, for every month of delay; the 
C LIENT shall undertake to issue the additional POST-DATED checks to 
cove r the said amount of interest d ue to the de lays, immedia te ly upon 
dem and by the f under[.] 103 

T here was nothing in the contract which allows petitioners and their 
principa l to sel l the printed books due to default. 

Aside from the loan, the contract of the parties is also for a piece of 
work where "the contractor binds himself to execute a p iece of work for the 
employer, in cons ideration of a certa in pri ce or compensation. The 
contractor may e ither employ only his labor or skill , or also furnish the 
materia l." 104 

Artic le 1467 of the C ivi l Code distinguishes a contract of sale of 
goods and a contract for a piece of work: 

Artic le 1467. A contract fo r the delivery at a certain price of an 

IOI /cl. at 207-208. 
102 Spouses ?ajares" Remarkable launc/Jy and D,y Cleaning, 806 Ph il. 39, 47 (2017) [Per J . Tinga, 

Second Division]. 
io~ Rollo~ p. 209. 
10

·
1 C 1v 11, CODE, art. 17 13. 
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article which the vendor in the ord inary course or his business 
manufactures o r procures for the general market, whether the same is on 
hand at the time or not, is a contract of sale, but if' the goods are to he 
ma111!/t1ctured specially fi)I · the customer and upon his spec.:ial orde1: and 
11ot.f<J1· the generol market, ii is a c.:ontractfor a piece of' work. (Emphasis 
supp lied) 

Artic le 173 1 of the C ivil Code provides that an unpaid contractor has 
a right to retain the subject of the work by way of pledge until payment. 105 

This right arises out of " performi ng the work o r furni shing the materials'' 
and not by v irtue of the owner's fa ilure to pay. 106 T here is no ri ght to resell 
the books under Artic le 173 I by mere operation of law. Otherw ise, the 
exclusive economic rights of the copyright owner wi II be prej udiced. 

G iven the foregoing, pet it ioners have no right to sell the books 
covered by the December 7, 2009 purchase order. Thus, we uphold the 
ex istence of copyright infringement in the unauthorized importation, 
marketing, and se lli ng of the subject textbooks of St. Mary's Publi shing. 

IV 

Regard ing the liabi lity for copyright infringement, the tria l court 
awarded reasonable damages in lieu of actual damages amounting to 20% of 
the tota l sales, o r PHP 18,060,000.00. T his is based on the PHP 300.00 
mandated selling price of books multip li ed by 301,000 pieces of books 
under the purchase order. 107 Findi ng bad fa ith due to the concerted, 
success ive, and repeated acts of petitioners, PHP I ,000,000.00 was awarded 
as moral damages, PHP 2,000,000.00 as exemplary damages, and PHP 
500,000.00 as attorney's fees and legal costs and other expenses.108 

Petit ioners contend that the award of damages is w ithout bas is 
because there was no a llegation and proof that it was them who forged the 
Deed of Assignment. It was a llegedly Catabijan who s igned the document 
d ifferently and delivered a signed Deed of Assignment to petitioners. They 
assert that they had noth ing to do with the fo rgery because they sought the 
National Bureau of In vestiga tion to test the existence of forgery. They 
l ikewi.se assail t he amount of damages there being no proof that 301 ,000 
books were actua lly so ld at PI-IP 300.00. 109 

We are not conv inced. 

105 Article 173 1 of the Civil Code provides: 
/\RTICLE 1731. He [or she] who has executed work upon a movable has a right to retain it by way of 
pledge until he [or she] is paid. 

10
'' Uplim11111 Motur Center Corp. "· 'ltt 11. 580 Phil. 244,254 (2008) [Per J. Tinga, Second Division]. 

107 Rollo, pp. 111- 11 2. 
im; Id at 11 2 . 
10

'' Id. at 47- 50. 
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Section 2 16. I of the Intellectua l Property Code, as amended, 110 

provides the civil liabilities for copyrig ht infr ingement. The infringer is 
liable to pay actua l damages, the profits made from the infring ing act ivity, 
moral and exemplary damages, legal costs, and other expenses: 

SECTI ON 216. Remedies/hr /nji,-ingemenl. - 2 16. 1. Any person 
in rringing a right protected under this law shall be liable: 

(a) To an injunction restrain ing such infringement. T he court may 
a lso order the defendant to desist from an infringement, among others, to 
prevent the entry into the channels or commerce of impo rted goods that 
involve an infr ingement, immed ia te ly after customs clearance or such 
goods . 

(b) Pay to the copyri ght proprietor or his assigns or he irs such 
ac/1101 damages, including legal costs and other expenses. {Is he may have 
incurred due lo the infi·ingement as well as the profits the infi'inger 111(,fy 
have made due tu such i11fingement, and in proving profi ts the plain tiff 
sha ll be req uired lo /Jm 1·e soles only ond the defendant shall he required to 
prove every element of cost which he claims, or, in lieu of'act11al damages 
and profits. such damages which to the court shall appe{lr to be just and 
shall not he regarded as penalty: Provided , That the amount or damages to 
be awarded shall be doubled against any person w ho: 

(i) Circumvents effective technological measures; 
or 

( ii) Having reasonable grounds to know that it w ill 
induce. enable. facilitate or conceal the infringement. 
rem ove o r alter any e lectron ic rights management 
information from a copy of' a work, sound record ing, or 
fi xation of a performance, o r distri bute, import for 
d is tri bution. broadcast, or communicate to the pub lic works 
o r copies o f' works \Vithoul authori ty, knowing that 
electron ic rights management. inl'orrnation has been 
removed or a lte red w ithout authority. 

(c) De liver under oath, for impounding during the 
pendency of the action, upon such terms and cond itio ns as the 
court may presc ribe, sales invoices and other clocurncnls 
ev idencing sales, a ll articles and their packaging alleged to inf ringe 
a copyright and implements for making them. 

(cl) Deliver under oath for destruc tion without any 
compensation a ll infringing copies or devices, as well as all plates, 
mo lds, or other means for making such infringing copies as the 
court may order. 

(e) 5,'uch other terms and conditions. including the payment 
of' moral and exemplary damages, 111hich the court may deem 
1wope1; wise and equitable and the destruction of infring ing copies 
of the work even in the event or acqu ittal in a crimi nal case. 

The copyright owner may elect, at any time before 

110 Republic /\ct No. 8293 ns amended by Republic /\ct No. 10372. 
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fina l _judg ment is rendered, to reco ver instead of actual 
damages and profits, an award of statuto ry damages for all 
infringements involved in an action in a sum equivalent to 
the filing fee or the infringeme nt action but not less than 
Fifty th ousand pesos ( PhpS0,000.00). In awarding statutory 
damages, the court may cons ide r the fo llowing factors : 

( I ) The na ture and purpose o f the infring ing 
act; 

(2) T he ll agrancy of the in fringement; 
(3) Whe the r the defendant ac ted in bad 

fa ith ; 
( 4) T he need fo r deterrence; 
(5) Any loss that the p la intiff has suffered o r 

is like ly to suffer by reason o f the infringement; a nd 
(6) Any benefit shown to have accrued to 

the defendant by reason of the infringement. 

In case the infringer was not aware and had no 
reason to be lieve that his ac ts constitute an infringement o f 
copy ri g ht_ the co urt in its discretio n may reduce the award 
o f s ta tuto ry damages to a sum or no t more than Ten 
tho usand pesos (Php 10,000.00): Provided , That the amount 
or damages to be awarded shall be do ubled against any 
person who: 

( i) C ircumvents e ffect ive techno log ical measures; 
o r 

(ii) I lav ing reasonabl e grounds to know that it will 
induce, enabl e, fac ilitate or conceal the infr ingement, 
rem ove o r a lte r any e lectron ic rights management 
info rm ati o n li·om a copy o r a work, sound recording, o r 
fixatio n o f a pcrl'o rmancc. or di stri bute, import for 
distribut io n, broadcast , or communicate to the public works 
o r cop ies o r works witho ut a uthority. knowing that 
e lectronic ri g hts management information has been 
removed o r a ltered w ithout authority.111 (Emphasis 
suppl ied) 

A rtic le 22 17 of the C iv il Code prov ides that m oral damages may be 
recovered if the w rongful act of omission is the proximate cause of the 
" phys ical suffering, m enta l angu ish , fright, serious anxiety, besmirched 
reputation, w ounded fee lings, mo ral shock, social humiliation, and s imilar 
injury" o f the pl a in tiff. 

In Ganancial v. Cabugao, 112 the pe rson c la iming moral damages must 
show c lear and co nvinc ing evidence of bad faith: 

Frnncisco v. Ferrer. Jr . explains the dete rmination of proprie ty o f 
moral damages : 

11 1 I NT l'l. l.l :CTU1\I. PROl'l ' lffY C01)1-:, sec. 2 16 as amended by Repub lic Act No. I 0372. 
11 2 G.R. N o . 203348, July 6, 2020 I Per J. H ernando, Second Div isionJ. 
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The person c laiming moral damages must prove the 
existence of bad faith by clear and convincing evidence for 
the law always presumes good faith. It is no t enough that 
one merely suffered sleepless nights, me nta l ang ui sh, 
seri o us anxiety as the resu lt o f the actuations of the other 
party. Invari ab ly s uch act ion must be shown to have been 
willfully done in bad fa ith or with ill motive. Mere 
allegations of besmirched reputation, embarrassment and 
sleepless nights a re insuffi c ient to warrant an award for 
moral damages. It must be shown that the proximate cause 
the reol' was the unl nwf'ul act o r omission o r the x x x 
pe titioners. 113 

Article 2232 of the C iv il Code states that exemplary damages are 
awarded when the defendant "acted in a wanton , fraudulent, reckless, 
oppress ive, or m a levolent manne r." 11 4 The person claim ing the same must 
show entitlement to moral , temperate, or compensatory darnages.115 Its 
award is discretionary upon the court and not a matter of right. 116 

A rti c le 2208 of the C ivil Code provides that generally, attorney's fees 
and litigation expenses are awarded when stipulated by the parties. 
However, these costs can be recovered in certain instances such as when 
exemplary damages are awarded o r w hen the plaint iff was compe lled to 
litigate the case because of the defendant's actions. 

In thi s case, it bears emphas is that the trial court awarded just and 
· reasonable damages in lieu of actual damages. It does not appear that 

petitione rs impleaded ev idence of costs involved in the printing and selling 
of the books. Thus, the trial coutt pegged the damages to a reasonable 
estimation of profits, taking into consideration the various costs that may 
have been invo lved.117 Cons idering that petitioners did not prove the actual 
costs incurred , we find that 20% of the total sales of books covered in the 
purchase order is a just and reasonable amount of damages. 

We also find the award of moral and exemplary damages proper 
considering that there is bad faith in the forging of the deed of assignment in 
favor of M.Y. Intercontinental. Petitioner suggests that it was Catabijan w ho 
fo rged hi s own signature, re lying o n Uy's lone testimony that he rece ived a 
signed Deed of Assignment. Aside from the self-serving a llegations and 
conjectures of Uy, respondents fai led to refute the prima facie presumption 
that he was the author of the forgery. 

I 13 Id. 
11

·
1 CIVIi.CODi:, arl. 2232. 

115 CIVIL CODI', an. 2234 states that ··1 wjhilc the a111oun t or rhe exemplary damages need not be proved, 
the plai11tiff must show that he is c11titlecl to moral , temperate or compensatory damages behlrc the 
court 111ay consider the question o r whether or not exemplary damages should be awarded[.]" 

111
' Clv11. CODE, an. 2223 states that ··re]xemplary damages cannot be recovered as a matter or right; the 

court wi ll decide whether or not they should be adjudicated." 
11 7 Rollo, pp. 11 1- 112. 
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In Pac:asum v. People :11 8 

The rule is that fl a person had in h is possession a .fct!s(/ied 
document and he made use of' ii (uttered ii}, taking advantage of' ii and 
profiting thereby, the p resumption is that he is the material author vf the 
ji.tlsification. This is especia lly true if the use o r uttering of the forged 
documents was so c losely connected in time w ith the forgery that the user 
or possessor may be proven to have the capacity of committing the 
forgery, or to have close connection w ith the fo rgers. 

In line with the above ruling, and considering that it was the 
accused w ho took advantage and profited in the use of the fa lsifi ed 
Employees C learance in q uestion, the pres umptio n is inevitable that she is 
the mate rial author o r the la ls ilication . J\nd despi te full opportunity. she 
was not able to re but such presumpti on by failing to show that it was 
ano ther person who forged or fa ls ified the s igna ture or Laura Pangi lan or 
tha t at least anothe r pe rson and not she alone, had the reason or moti ve to 
commit the forgery or 1·a ts ilication. or was or could have been benelitecl by 
s uch l~1l silication/ forgery. 119 (Emphasis suppli ed) 

G iven that fo rgery has been estab li shed, the presumption that 
respons ibility for it fall s on those who used and benefitted from a fo rged 
instrument arise. A ll petitioners benefitted from the fo rged Deed of 
Assignment. They used it to transfer the copy right of the books of St. 
Mary's Publishing to M.Y. Intercontinenta l, who in turn exerc ised the 
reproduction rights to the books, w hich were marketed and sold by A ll ianz 
Marketing . They offered no evidence to rebut this presumption. Thus, the 
responsibility for the fo rgery of the Deed of Assignment fa lls to pet iti oners, 
having used and benefi tted from the same. T he amount of moral damages 
awarded appears to be reasonable g iven the scope of the forged deed of 
ass ignment which a llowed petitioners to engage in publishing business with 
St. Mary 's Pub lishing's books. Since there is basis for the award of moral 
damages, the award of exemp lary damages, attorney 's fees and costs of 
litigation are proper. 

V 

Petitioners assail the dismissal of the ir compul sory counterc la im fo r 
fa ilure to pay dock.et fees. The trial court granted St. Mary 's Publishing's 
motion to direct them to pay docket fees based on their permissive 
counte rc la im. 120 Petitioners contend that the ir counterc laim is compulsory, 
w hi ch is a l lowed under the Rules of Procedure fo r Intellectual Property 
Cases. T he re was no finding from the tri a l court that their claims were 
permi ssive in nature, and thus it was an error to award St. Mary 's Publishing 
damages when they owe petitioners PHP l 00 milli on. 12 1 

118 603 Phi I. 6 12 (2009 ) [ Per .l. Chico-Nazario. En Bu/le]. 
11

'' Pucu.1·11111 \'. People. 603 Phil. 61 2, 636 (2009) [Per .I . Chico-Nazario. En llanc l citing l'enple 1c 

Senduydiego. 17 1 Phil. 114 ( 1978) [Pl.!r J. /\quino. Second Div ision 1-
120 Rollo, p. 82. 
t:! i Id. at 50- 52. 
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This C ourt finds that the Court of Appeals g ravely erred in susta ining 
the tria l cout1's refusal to grant petitioners' compulsory countercla im . 

Rule 6 , Section 7 of the Rules of Court, as amended defines a 
compulsory counterclaim as fo llows: 

Sec tion 7 . Com pulsory countercla im. A compulsory 
co untercla im is one whi ch, bei ng cognizab le by the regu lar courts of 
jus tice, arises out ol or is connected with the transaction or occurrence 
constituting the subject mC1fter of'the opposing pllrly's claim C1nd does no/ 
reyuire .frw its adjudication the presence of'third parties <~l whom the court 
cannot acquire jurisdiction. S uch a counterc la im must be w ithin the 
_jurisdictio n of the court both as to the amount and the na ture thereo f~ 
except that in an orig inal action before the Regiona l Tria l Court, the 
counte rclaim may be cons idered compulsory regardless o f the amount. A 
compulsory counte rclaim not raised in the same actio n is barred, unless 
othe rw ise allowed by these Rules. 122 (Emphasis supplied) 

S ince a counterclaim is a ux iliary to the main actio n, the di sm issal of 
the latter necessarily leads to the dismissal of the former. The rationale 1s 
explained in !vfetals Engineering Resources Corp. v. Court of Appeals: 123 

For a ll intents and purposes, such proposition runs counter to the 
nature of a compulsory counterclaim in that it cannot remain pending ror 
independent adjudicatio n by the court. Th is is because a compulsory 
counterc laim is aux iliary to the proceeding in the o riginal suit and derives 
its jurisdictional support therefrom. inasmuch as it a ri ses o ut of o r is 
necessari ly connected w ith the transaction or occurrence that is the subject 
matter of the complaint. It follows that i i' the court does not have 
juri sdicti on to entertain the main act ion or the case and dism isses the 
same, then the compulso ry counterc laim. be ing ancillary to the principal 
contro versy, must li kewise be di smissed s ince no jurisd ict ion remained for 
any grant of relief under the counterc laim . 

T he a forementioned doctrine is in consonance w ith the prima ry 
objective o r a counterc laim which is to avoid uncl prevent circuity <faction 
by o/lmFing the entire controversy hetween the parties lo be litigated and 
jinally determined in one action. wherever this can he done 111ith entire 
justice lo all parties be.fiJre the court. The philosophy of' the rule is to 
discournge multiplicity of' .wits . It w ill be observed that the o rder o r the 
trial court a llowing herein pri vate respo ndent to proceed w ith the 
presentatio n of his evidence in support of the latte r's counterclaim is 
repugnant to the very purpose and inten t or the rule o n counterclaims.12

~ 

(Em phasis supp lied) 

In determining v,d1ethe r a counterclaim 1s compu lsory or penniss1ve, 

11
~ / \s n111ended by A.M. No. 19-1 0-20-SC 20 19. 

12
·' 280 Phi l. 298 ( 1991 ) !Per J . Regalado, Second Division]. 

12
·
1 1\le1als Engineering Re.1·011rce.,· Corp. ,: Coll/'/ of .·l f!/leals . 280 Phil. 298. 309- 3 IO ( I 99 I ) I Per J. 

Regalado, Second Division] . 

I 



Decision 30 G.R. No. 249715 

courts are guided by the following tests: 

Thus, a compulsory counte rc laim cannot be the subject of a 
separate action but it should ins tead be asserted in the same suit involvino 

t:> 

the same transaction o r occurrence, wh ich gave rise to it. To determine 
whether a countercla im is compulsory or not. we have devised the 
fo llowing tests: (I) A re the issues or fact o r law raised by the claim and the 
counterclaim largely the same? (2) Would res judicata bar a subsequent 
suit on defendant's claim absent the compulsory counterclaim rule? (3) 
Will substantial ly the same evidence support or refute p laintiff's claim as 
well us the defendant's counterclaim? and (4) ls there any logical relation 
be tween the claim and the counterclaim? Affirmative answers to the 
above queries indicate the ex istence or a compu lsory counterclaim. 125 

The rules regarding the payment of docket fees are settled in Sun 
Insurance Office, Ltd. v. Asuncion: 

I. It is not s imply the filing or the complaint or appropriate 
initiatory pleading, but the payment of the prescribed docket fee, that vests 
a tria l court with jurisdiction over the subject matter or nature or the 
action. Where the filing of the initiatory pleading is not accompanied by 
payment of the docket fee , the court may a llow payment or the fee within 
a reasonable time but in no case beyond the applicable prescriptive o r 
reglementary period. 

2. The same rule applies to permissive counterclaims, third-party 
claims and similar pleadings. which shall not be considered filed unti l and 
unless the filing fee prescribed lhc rc f'or is pnicl. T he court may also al low 
payment or said lee within a reasonable time but also in no case beyond its 
appl icable prescriptive or reg lementary period. 

3. Where the tri al court acqui res jurisdiction over a claim by the 
filing of the appropriate pleading and payment of the prescribed filing fee 
but, subsequently, the judgment awards a c laim not specified in the 
pleading. o r if specified the same has been le rt !'o r determination by the 
court, the add itional filing lee therefo r shall constitute a lien on the 
judgment. It shall be the responsibility o f the C lerk or Court or hi s duly 
autho ri zed deputy to en force sa id lien and nssess and collect the add itional 
lee. m (Emphasis s upplied ) 

In requiring the petitione rs to pay dock.et fees, the trial court indirectly 
categorized its counterclaim as permiss ive. Thi s is because payment of 
dock.et fees is not required in compulsory counterclaim. 127 However, it is 
c lear that pet itioners ' counte rc laim as to the loan obligations of St. Mary's 
Publish ing under Contract Reference No. SMPCMY 76M 009 and the 
December 7, 2009 purchase order are compulsmy counterclaims. They are 
the very same contract to wh ich St. Mary 's Publ ishing's cause of action for 

125 F"inunt'ial /J11ildi11.t?, ('orp. ,: Forhes !'ark Associotio11, !11c.
1 

392 Phil. 895, 902-903 (2000) fPer J. De 
Leon Jr.. Second Divis ion]. 

12
" Sun /11.rnnr11ce Office, Lui. I'. A.rnnciu11. 252 Phi I. 280. 29 1- 292 ( 1989) [Per .I . Gancayco. £11 Banc J. 

117 Caba/em v. Cantos, 338 Phil. 105, 116- 11 7 ( 1997) l P~r J. Prn,ganiban. En Banc] citingS'un fmur,1111.:i: 
Office. Ltd 1·. , lrn11cinn, 251 Phil. 280 t 1')89) rP.:r .I . Gancayco. En 8ancj . 
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copyright infringement arose, which is the financing of the printing of its 
books that were imported and sold by petitioners without their consent. The 
issues are intertwined that petitioners ' counterclaims cannot proceed 
independently because the same evidence w ill be relitigated. 

T he R ules of Procedure for Intellectual Property Rights Cases allows 
the filing of "compulsory counterclaims and crossclaims pleaded in the 
answer, and the answers thereto." 128 Thus, petitioners are correct that there 
is no basis for the trial court to have ignored their c laims against 
respondents, which are admittedly unpaid. 

In the ir Amended Answer, petitioners seek the payment of principal 
loan value of PHP 76,748,494.68 and PHP I I ,347,781.08 for the purchase 
order, and payment of moral and exemplary damages amounting to PHP 
50,000,000.00 each, PHP 10,000,000.00 as cost of litigation. 129 The case 
should be remanded to hear the merits of these compulsory countercl aims. 

ACCORDINGLY, the Petition is PARTIALLY GRANTED. The 
April 11 , 2019 Decision and September 27, 2019 Resolution of the Coutt of 
Appeals in CA-G.R. SP No. 154035 are AFFIRMED WITH 
MODIFICATIONS. The Inte llectual Property Office is directed to 
CANCEL Copyright Registration Nos. A2012-24 to A201 2-35 issued under 
the name of M. Y. Intercont inental Trading Corporation. The case is 
REMANDED to the Regional Trial Court of Manila, Branch 24 to 
determine the propriety of the compulsory counterclaims raised by Tedwin 
T. Uy, M.Y. Intercontinental Trading Corporation, and Allianz Marketing 
and Publishing Corporation . 

SO ORDERED. 

\.. 

Senior Associate Justice 

128 A.M. No. 10-3-10-SC, Rules of Procedure for In tellectual Property Rights Cases, rule 3, sec. I states: 
SECTION I. Pleadings. - The only pleadings allowed to be filed are the complaints, compulsory 
counterclaims and cross-c laims pleaded in the answer, and the answers thereto, as well as those not 
expressly prohibited under Section 4 of th is Ru le. /\ II pleadings shall be verified . 

1~•> Rollo, pp. 477-478. 
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