G. R. No. 19207. December 21, 1922 (Case Brief / Digest)

HTitle:**

W. R. Giberson vs. A. N. Jureidini Bros., Inc. (44 Phil. 216)
**Facts:**

- H. K. Motoomul & Co., operating in Cebu and Iloilo, experienced financial distress by May
1921.

- On May 24, 1921, Motoomul & Co. transferred one of its Iloilo stores, Bazar Aguila de Oro,
and some receivables to their creditor, A. N. Jureidini Bros.

- On June 13, 1921, another batch of goods was transferred to Jureidini Bros.

- On June 22, 1921, creditors initiated involuntary insolvency proceedings against Motoomul
& Co.

- W.R. Giberson, the court-appointed receiver in the insolvency proceedings, sought
recovery of the transferred assets.

- The Court of First Instance found favor with Giberson, ordering recovery of goods, wares,
credits, and money.

Procedural Posture:

- Defendant Jureidini Bros. appealed the decision, questioning the trial court’s finding and
raising ten assignments of error.

- The appeal primarily centered on the legality of the transfers and the validity of a chattel
mortgage executed between the parties.

**[ssues:**

1. Whether the asset transfers from Motoomul & Co. to Jureidini Bros. were legitimate or
made to prefer one creditor over the others.

2. Whether the chattel mortgage executed was valid under Chattel Mortgage Law.

3. Whether the valuation of the transferred merchandise was correct.

4. Whether the credits assigned could be recovered if they were uncollected.

**Court’s Decision:**

1. **Issue on Transfer Legitimacy:**

- The Supreme Court upheld the lower court, holding that the transfers intended to prefer
Jureidini Bros. over other creditors.

- The Court relied on Section 70 of the Insolvency Law (Act No. 1956), designed to prevent
such favoritism.
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2. **Validity of Chattel Mortgage:**

- The Supreme Court declared the chattel mortgage invalid due to the absence of an
affidavit of good faith.

- Citing Section 5 of the Chattel Mortgage Law, the Court noted that the missing affidavit
vitiated the mortgage against creditors and subsequent encumbrancers.

- Additionally, the property was not described with the particularity required by Section 7 of
the same law.

3. **Valuation of Merchandise:**
- The Court found that the documents of transfer did not accurately value the merchandise.
- It upheld the trial court’s findings on the valuation based on sufficient evidence.

4. **Recovery of Assigned Credits:**

- The Court partially sustained appellant’s contention regarding the credits.

- It ordered that only the collected portions (P1,117.06 and P400) be turned over, while the
remaining uncollected credits were to be passed to the receiver for potential future action.

**Doctrine:**

- **[nsolvency Law:** Provisions ensure equal distribution among creditors (Act No. 1956,
Section 70).

- **Chattel Mortgage Law:** Requires an affidavit of good faith and specific property
descriptions (Sections 5 and 7 of the Chattel Mortgage Law).

**Class Notes:**

- *Equal Treatment of Creditors:** Insolvency laws aim to prevent preferences among
creditors, ensuring equitable distribution.

- **Chattel Mortgage Requirements:**

- Affidavit of Good Faith (Section 5).

- Particularity in Description (Section 7).

- Relevant Case Law: The absence of an affidavit invalidates the mortgage (People vs.
Burns, 161 Mich., 169).

**Historical Background:**

- The case reflects early 20th-century legal practices in the Philippines concerning
insolvency and creditor-debtor relations.
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- It underscores the emphasis on fair creditor treatment during financial distress and the
strict adherence to statutory requirements for securing interests in movable property.
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