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### Title:
**Bachrach Motor Co., Inc. vs. Talisay-Silay Milling Co., et al. and the Philippine National
Bank: A Case on Preferential Credit Rights**

### Facts:
The case initiated with Bachrach Motor Co., Inc. (plaintiff) filing a complaint against Talisay-
Silay Milling Co., Inc. (defendant), seeking the delivery of P13,850 or equivalent promissory
notes payable on June 30, 1930, as a bonus in favor of Mariano Lacson Ledesma. The
plaintiff also sought an accounting of amounts owed to Ledesma by the defendant by way of
bonus, dividends, or otherwise, and for the defendant to satisfy the judgment amount. The
Philippine National Bank (PNB) intervened, claiming a preferential right to receive any
amount Ledesma might be entitled to from the defendant as a bonus, on the ground that it
was the civil fruits of the land mortgaged to PNB by Ledesma. Both the corporation and
Cesar Ledesma (claiming a portion of the credit  by purchase) responded, leading to a
complex litigation involving claims and cross-claims.

Through various motions and agreements recognized during the trial,  Cesar Ledesma’s
claim was accepted, and the dispute focused on whether Bachrach Motor Co., or the PNB,
held a preferential right to the remaining bonus due to Ledesma from the milling company.
The trial court decided in favor of Bachrach Motor Co., Inc., leading to PNB’s appeal.

### Issues:
1. Whether the bonus payable to Mariano Lacson Ledesma by the Talisay-Silay Milling Co.,
Inc. constituted civil fruits of the land mortgaged to PNB.
2. If the bonus was subject to the mortgage executed by Mariano Lacson Ledesma to secure
his personal debt to PNB.
3. Whether the assignment of the bonus by Ledesma to PNB was fraudulent.
4. The validity of Bachrach Motor Co., Inc.’s attachment upon the bonus in question.
5. The preferential right of Bachrach Motor Co., Inc. versus PNB to receive the bonus from
Talisay-Silay Milling Co., Inc.
6.  The  sufficiency  of  factual  matters  in  Bachrach  Motor  Co.,  Inc.’s  amended  and
supplementary complaints to constitute a cause of action against Talisay-Silay Milling Co.,
Inc., or PNB.

### Court’s Decision:
Upon analysis, the Supreme Court affirmed the trial court’s decision favoring Bachrach
Motor Co., Inc. The Court clarified that the bonus did not constitute civil fruits of the land,
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as it was not derived directly from the land but was granted as compensation for the risk
undertaken by the planters, including Ledesma, for mortgaging their property. Thus, PNB’s
claims based on the assertion that the bonus were civil fruits of the mortgaged land were
invalid. As a result, the assignment of the bonus to PNB was not justified, and Bachrach
Motor Co., Inc.’s preferential right to the bonus was recognized.

### Doctrine:
This  case  established  that  bonuses  granted  as  compensation  for  risks  undertaken  by
mortgaging land do not constitute civil fruits of said land. The preferential right to such
bonuses is determined not by the mortgage contract but by the nature and intent of the
bonus agreement.

### Class Notes:
Key Elements:
–  **Civil  Fruits**:  Defined under Article  355 of  the Civil  Code,  encompassing rents  of
buildings, proceeds from leases of lands, and income from annuities or similar sources.
– **Preferential Credit Rights**: The rights of creditors to be prioritized in the order of
payment, which depends on the nature of their credit and the properties encumbered.

Critical Statutes:
– Article 355, Civil Code: Elaboration on what constitutes civil fruits.

Case Application:
–  The  decision  clarifies  that  bonuses  or  compensations  not  directly  derived  from the
production or use of mortgaged land do not fall within the legal classification of civil fruits,
thus altering preferential rights in case of competing claims.

### Historical Background:
The case reflects the legal complexities involved in determining the nature of bonuses and
their impact on the preferential rights of creditors. It showcases the intricate interplay
between property law and creditor rights during the early 20th century in the Philippines, a
period when the agricultural and banking sectors were undergoing significant changes. This
case also highlights the evolving interpretations of what constitutes civil fruits in the context
of secured transactions and creditor priorities.


