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TORRES, J.:

On the 24th of October, 1905, the Spanish-Filipino Bank, a corporation, through its attorneys, Del-Pan, Ortigas &
Fisher, filed a complaint against the sheriff of the city of Manila and the other defendant, Juan Garcia, praying
that judgment be rendered against the said sheriff, declaring that the execution levied upon the property referred to
in the complaint, to wit, wines, liquors, canned goods, and other similar merchandise, was illegal, and directing
the defendants to return the said goods to the plaintiff corporation, and in case that he had disposed of the same, to
pay the value thereof, amounting to P30,000, Philippine currency, and further that it be declared that the said
plaintiff corporation, under the contract of pledge referred to in the complaint had the right to apply the proceeds
of the sale of the said goods to the payment of the debt of P40,000, Philippine currency, for the security of which
the said merchandise was pledged, with preference over the claim of the other defendant, Juan Garcia, and that
both defendants be held jointly liable to the plaintiff for the sum of P500, Philippine currency, as damages, and
the said defendants to pay the costs of the proceedings, and for such other and further relief as the plaintiff might
be entitled to under the law. Plaintiff alleges in its complaint that under the contract entered into on the 4th of
March, 1905, by and between the Spanish-Filipino Bank and Francisco Reyes, the former loaned to the latter the
sum of P141,702, Philippine currency; that on the same date Francisco Reyes was already indebted to the bank in
the sum of P84,415.38, Philippine currency, which, added to the amount of the loan, made a total of P226,117.38,
Philippine currency, received by the said Reyes as a loan from the plaintiff bank, the entire sum at an annual
interest of 8 per cent; that to secure the payment of these two sums and the interest thereon, the debtor, Francisco
Reyes, by a public instrument executed before a notary on the aforesaid date mortgaged in favor of the plaintiff
bank several pieces of property belonging to him, and pledged to the said bank part of his personal property,
specifying the proportion in which the said real and personal property thus mortgaged and pledged in favor of the
plaintiff corporation would be respectively liable for the payment of the debt; that the property pledged by the
debtor to the bank included a stock of merchandise, consisting of wines, liquors, canned goods, and other similar
articles valued at P90,591.75, Philippine currency, then stored in the warehouses of the debtor, Reyes, No. 12
Plaza Moraga, in the city of Manila, which said goods and merchandise were liable for the payment of the said
sum of P90,591.75, Philippine currency; that in the aforesaid deed of pledge it was agreed by and between the
bank and the debtor, Reyes, that the goods should be delivered to Ramon Garcia y Planas for safe-keeping, the
debtor having actually turned over to the said Garcia y Planas the goods in question by delivering to him the keys
of the warehouse in which they were kept; that in a subsequent contract entered into by and between the debtor,
Reyes, and the plaintiff bank on the 29th of September, 1905, the said contract executed on the 4th of March was
modified so as to provide that the goods then (September 29) in possession of the depositary should only be liable
for the sum of P40,000, Philippine currency, the said contract of the 4th of March remaining in all other respects
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in full force and effect, Luis M.a Sierra having been subsequently appointed by agreement between the bank and
the debtor as depositary of the goods thus pledged in substitution for the said Ramon Garcia y Planas.

On the 19th of October, 1905, in an action brought in the Court of First Instance of the city of Manila by Juan
Garcia y Planas against Francisco Reyes and Ramon Agtarat, judgment was rendered against the last-mentioned
two for the sum of P15,000, Philippine currency, to be paid by them severally or jointly, upon which judgment
execution was issued against the property of the defendants, Reyes and Agtarap. On the aforesaid 19th day of
October, for the purpose of levying upon the property of the defendants, the sheriff at the request of Garcia, the
plaintiff in that case, entered the warehouse where the goods pledged to the plaintiff bank were stored under the
custody of the depositary, Sierra, and levied upon them as per list attached to the complaint marked "Exhibit A."
The sheriff seized the goods which had been pledged to the bank, depriving the latter of the possession of the
same, to which said possession the bank was entitled under and by virtue of the contract executed on the 4th of
March, 1905. Without the authority of the bank, Reyes could not dispose of the said goods. The value of the
goods seized by the sheriff was P30,000, Philippine currency, the said sheriff having refused, and still refusing, to
return the same to the bank, notwithstanding repeated demands made upon him to this effect, and it being alleged
in the complaint that unless prohibited by the court the sheriff would proceed to sell the said goods at public
auction and apply the proceeds to the satisfaction of the judgment rendered in favor of Juan Garcia y Planas, while
the debtor Reyes had not paid to the bank the P40,000, Philippine currency, to secure the payment of which the
goods mentioned in Exhibit A had been pledged to the bank, that is, to secure the payment of a sum in excess of
the actual value of the goods in the hands of the sheriff.

The defendant sheriff, James J. Peterson, and Juan Garcia, his codefendant, through their attorneys, Hartigan,
Marple, Rohde & Gutierrez, answering the complaint, stated that they admitted the allegations contained in
paragraphs 1, 2, 3, 4, 5, 12, and 17 of the complaint, but denied the allegations contained in paragraphs 6, 7, 8, 9,
10, 11, 14, 16, and 18. They further denied the allegations contained in paragraph 12, with the exception that the
defendant sheriff levied upon the goods mentioned in Exhibit A attached to the complaint for the purpose of
satisfying the judgment referred to therein; and also the allegations contained in paragraph 13 of the complaint,
with the exception that the sheriff seized the property mentioned in Exhibit A under the execution referred to
therein; and finally defendants denied the allegations contained in paragraph 15 of the complaint, with the
exception of the allegation that the value of the property seized is P30,000. They accordingly asked that the action
be dismissed and that it be adjudged that the plaintiff had no interest whatever in the property described in the
complaint, and that the plaintiff be taxed with the costs of these proceedings.

The testimony introduced by the parties having been received, and the exhibits having been attached to the record,
the court below entered judgment on the 4th of January, 1906, dismissing plaintiff's action and directing that the
defendant recover from the Spanish-Filipino Bank the costs of this action, for which execution was duly issued.
To this judgment counsel for plaintiff excepted and announced his intention of prosecuting a bill of exceptions,
and further made a motion for a new trial on the ground that the judgment of the court below was contrary to law
and that the findings of fact were plainly and manifestly contrary to the weight of the evidence.

The decision of this case depends mainly upon the question as to whether the contract of pledge entered into by
and between the Spanish-Filipino Bank and Francisco Reyes to secure a loan made by the former to the latter was
valid, all the requisites prescribed by the Civil Code having been complied with.

If so, the bank's claim had preference over the claim of a third person not secured, as was the bank's, by a pledge,
with reference to the property pledged to the extent of its value, and therefore such property could not have been
legally levied upon by the sheriff at the request of the defendant, Juan Garcia. (Arts. 1921, 1922, Civil Code.)
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The contract in question complies with all the requisites provided in article 1857 of the Civil Code, such as that
the property was pledged to secure a debt, the date of the execution, the terms of the pledge, and the property
pledged, all of which appears in a public document, and the property pledged was placed in the hands of a third
person by common consent of the debtor and creditor, under the supervision of an agent of the bank. (Arts. 1863,
1865, 1866, 1869, 1871, Civil Code.) The defect alleged to exist in the said contract is that the debtor, Reyes,
continued in possession of the property pledged; that he never parted with the said property, and that neither the
creditor nor the depositary appointed by common consent of the parties were ever in possession of the property
pledged, and for this reason, and upon the further ground that the contract was fraudulent, the court below
dismissed the complaint with the costs against the plaintiff.

In the motion for a new trial it was alleged by the plaintiff that the judgment of the court below was contrary to
law, and that the findings of fact contained therein were plainly and manifestly against the weight of the evidence.
If plaintiff's contention is correct, then the judgment of the court below should be reversed.

From the evidence introduced at the trial, both oral and documentary, it appears that a third person, appointed by
the common consent of the debtor and creditor, was in possession of the goods pledged in favor of the bank under
the direct supervision of an agent of the bank expressly appointed for this purpose, and it has not been shown that
the said Reyes continued in the possession of the goods after they had been pledged to the plaintiff bank.

Exhibit C and the testimony of Francisco Reyes, Luis M.a Sierra, and Mariano Rodriguez corroborate the
existence and authenticity of the contract of pledge recorded in a public instrument and conclusively and
satisfactorily show that the debtor, after the pledge of the property, parted with the possession of the same, and
that it was delivered to a third person designated by common consent of the parties. For the purpose of giving this
possession greater effect, the pledgee appointed a person to examine daily the property in the warehouse where
the same was kept.

The witness Matias Garcia also testified as to the status of these goods, and informed Juan Garcia of such status
before the same were levied upon.

The sheriff's testimony supports the allegation that the depositary, Sierra, was present at the place where the goods
were kept, as well as the representative of the bank, Rodriguez, when he, the sheriff, went there for the purpose of
levying upon the said property. He further testified that Rodriguez, the representative of the bank, then protested
and notified him that the property in question was pledged to the Spanish-Filipino Bank.

The contract in question was, therefore, a perfect contract of pledge under articles 1857 and 1863 of the Civil
Code, it having been conclusively shown that the pledgee took charge and possession of the goods pledged
through a depositary and a special agent appointed by it, each of whom had a duplicate key to the warehouse
wherein the said goods were stored, and that the pledgee, itself, received and collected the proceeds of the goods
as they were sold.

The fact that the said goods continued in the warehouse which was formerly rented by the pledgor, Reyes, does
not affect the validity and legality of the pledge, it having been demonstrated that after the pledge had been agreed
upon, and after the depositary appointed with the common consent of the parties had taken possession of the said
property, the owner, the pledgor, could no longer dispose of the same, the pledgee being the only one authorized
to do so through the depositary and special agent who represented it, the symbolical transfer of the goods by
means of the delivery of the keys to the warehouse where the goods were stored being sufficient to show that the
depositary appointed by the common consent of the parties was legally placed in possession of the goods.
(Articles 438, 1463, Civil Code.)
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The fact that the debtor, Reyes, procured purchasers and made arrangements for the sale of the goods pledged and
that the bills for the goods thus sold were signed by him does not affect the validity of the contract, for the
pledgor, Reyes, continued to be the owner of the goods, (art. 1869, Civil Code), he being the one principally
interested in the sale of the property on the best possible terms.

As to the reservation stipulated in paragraph 13 of the contract executed on the 4th of March, 1905, it could not
affect the contract in question for the reason that that reservation referred to the rent from the property mortgaged
to the bank and the dividends from the shares of stock also pledged to the bank, and not to the merchandise so
pledged, and such reservation could not have rendered the contract of pledge null.

If the case is to be decided in accordance with the facts alleged and established, the defendant not having
introduced any evidence to show that the said contract of pledge was fraudulent as to other creditors, there was no
legal ground upon which the court below could have held that the contract evidenced by the instrument in
question was entered into to defraud other creditors of the pledgor.

For the reasons hereinbefore set out, and the judgment of the court below being contrary to the evidence, the said
judgment is hereby reversed, and it is hereby adjudged that the plaintiff corporation, under and by virtue of the
contract of pledge in question, had a preferential right over that of the defendant, Juan Garcia, to the goods
pledged or the value thereof, the value to be applied to the payment of the debt of P40,000, Philippine currency,
for the security of which the said property was pledged, and the defendants are accordingly hereby ordered to
return to the plaintiff corporation the property improperly levied upon, or to pay its value, amounting to P30,000,
Philippine currency, without special provision as to costs. After the expiration of twenty days let judgment be
entered in accordance herewith, and ten days thereafter the case be remanded to the court below for execution. So
ordered.

Arellano, C. J., Mapa, Carson, and Willard, JJ., concur.

BATAS.org - Philippine Law Library G.R. No. 3088. February 06, 1907

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 4 of 5

Turn this case into an audio lecture - facts, issues, ruling and doctrine - at batas.org



ABOUT BATAS.ORG

Study smarter at BATAS.org
The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippine law library - free for everyone.
More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came from it.

Audio case-brief lectures.
Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.
Complete, sequenced courses for all eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

The full law-school curriculum.
One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock exams that tell you where you stand.
Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keeps you on pace.
Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org
The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

BATAS.org - Philippine Law Library G.R. No. 3088. February 06, 1907

© 2026 batas.org  ·  Philippine Bar Review & Law-School Companion Page 5 of 5

Bar review courses, mock exams and a study planner that keeps you on pace - batas.org


