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■assert, value,as a Iona holder for thatagainst such recitalsfide
are untrue. Buchanan v. S. andU. au-(102 278),Litchfield
thorities there cited.

There are other in the case which counsel havequestions
our are,pressed upon consideration. None of them in our

merits,vital to its and we do not tojudgment, commentstop
them.upon

Decree affirmed.

Company.v.Wardell Railroad

1. corporation subject obligationsThe directors a areof to lawthe thewhich
imposes upon agents. cannot,and They therefore, respecttrustees towith

matters, it,the same positionfor occupyact themselves and for nor a in
conflict with its interests.

Hence, give arrangements2. bya will to tocourt refuse effect of adirectors
company secure, expense, themselves,advantagesrailroad to itsat undue to

auxiliary it,by forming, company,as an to a withnew the understand-
ing they it,or ofthat some them shall become instockholders and then

given by company,valuable contractsthat shall be to it the inrailroad
stockholders,they,profits of which as suchthe share.shall

8, 16,July 1868,byThe contract into the Union Pacific Railroad Com-entered
pany, by directors,the executive thedirection of committee of board of

Godfrey {infra,p. 652), assigned,with and Wardell which the latter with-
consideration, company, majoritynew in aout to a which the wasof stock

by company,of the declaredtaken six directors old to be fraudulent and
void.

Appeal thefrom Circuit Court of the for theUnited States
.ofDistrict Nebraska.

infacts statedThe- are the of the court.opinion

Mr. James O. Broadhead and M.Mr. James forWoolworth
the appellant.

■J. for theMr. Andrew appellee.Boppleton

Mr. Justice Field delivered the of the court.opinion
The road of the Pacific RailroadUnion forCompany passes

its entire Omaha on the Missouri tofrom Riverlength, Ogden
Utah, 1,036 miles,in a distance of a almostthrough country

construction,destitute of timber fit for fuel. its how-During
ever, coal,of of excellent anddepositslarge quality easily
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line,its from whichworked, in landwere discovered along
bethe could ob-for the use ofabundant companysupplies

extent,thattained. The quality,complainant represents the.ir
unknown, were enter-and were and that doubtsvalue generally

of thenecessitiestained as to their to meet .theadequacy
June, 1868, anduntil had inhe madecompany, explorations

he had thusto its the information whichreported managers
which,the contractand that that informationuponacquired;

made, after muchhas, rise to this suit was negotiation,given
withandbetween the and himself O. Godfrey,Cyruscompany

business. But imthiswhom he had become associated in respect
have to the mana-he is mistaken. he impartedmayThough

the knowl-histhe information explorations,acquired bygers
hadcharacter ofof the existence and' depositstheedge' general

before the ap-been to themcommunicated- by engineersyears
construction of the road.to the for theroutepointed survey

ofthat coal in inexhaustiblehad quantities,They reported
of the was found sosuitable for the company,-quality purposes

render extraction andnear the line of the road.as to deliveryits
moment, however,,is whetherand convenient. It of littleeasy

extent,existence, character, and accessi-the of theknowledge
orof from- thethe was obtained complainantbility deposits

others;from is directors of theit sufficient the Unionthat
contrplPacific Railroad the and managementCompany, having

business,of its road and the thewere informed upon subject’at
time the contract mentioned was made. That contract was as

—follows:

“ This made this sixteenth of in theagreement, day July, year of
our Lord one andthousand hundredeight between thesixty-eight;

Railroad officers,Union its ofCompany, by theproper first-Pacific
WardeH,andpart, Cyrus O. and ofGodfrey Thomas the State of

—Missouri,"or of the'assigns, parties second part:
“ Witnesseth, that the said of the firstparty thepart agrées that

of thesaid secondparties at theirpart may prospect own expense
on.for the whole linecoal of the Union Pacific andrailway, its

extensions,branches and and andopen operate any mines discov-
ered, atHheir own thatexpense; said railroad tocompany agrees

said,purchase of of the secondparties allpart clean merchantable
road,coal mined its needfulalong for andengines, depots, shops,
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same the firstand to for thepaythe company,ofpurposesother
ton; the next three yearsdollars forperat rate of sixthetwo years

atthereafter four dollarston; the four yearsforfive dollars perat
rate of three dollarsat the; remainingand for the six yearstonper
of the said ofears at the mineston, partythedelivered uponper

addedthan ten centnot be less pershalland whichthe second part,
the second Thisthe of part.to said partythe samethe cost ofto

and effect for the full term offull forceremain inbe andtocontract
hereof.the datefromfifteen years

“ to facilitate the ofcompany agrees operationsrailroadThe said
otherwise,in andpart, prospecting byof the secondthe partiessaid

it and freemay possess,as byinformation furnishingmeans of such
theof of the secondpartiesthe agents part,road toon itspasses
railroadnumber. Said furthercompanysix in agreesexceedingnot

side-tracks, suchand the at asnecessary pointsinto switchesput
for the accommodation of the busi-upon,mutually agreedbemay

the second that the saidof ofpart; partiesof the said partiesness
allto make exertions tonecessary increaseagreethe second part
of coal outsidebyand consumption partiesdemand alongthe the.

railroad, and to and mines at suchoperateopen pointsline saidof
discovered, as be desired saidmaybe railroadbycoal maywhere

the fivefirst from theyearsto within dateexpendand ofcompany;
and of mines anddevelopmentin the min-purchasethiá agreement,

for thelands, successful andopening,and eco-improvementsing
same, not less than the sumof the ofworking twentynomical
■ the use thedollars; also to furnish for of said railroadthousand

coal, and to allmerchantable forpay expenses im-company good
coal into cars. Any improvementfor desiredloadingprovements

the coal bein to to used itrailroad shallcompany regard bysaidby
railroad company.the cost of saidbe at

“ exertions to increasetheir the demandconsideration forIn .of
sum be incoal, to itexpended improvements,and the islarge

that the of the second shallpart havepartiesfurther theagreed
the itsover said railroad andto branches for thetransportright

thefrom date of this coal foragreement,next fifreen years general
will beat the same that others;toconsumption freight charged

of the sehond shall besaid entitled inparties partbut the consid-
rendered as hereinservices to be to aprovided,eration of drawback

cent on all sums for thetwenty-five per charged transportationof
coal.of
“ railroad to furnish thecompany agreesThe said of theparties

part such cars as inthey maysecond the of theirrequire operation
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business, as Thisand to them astransport promptly possible.
remain in force for fifteen years.toagreement

“ of the arelands owned said firstby party part herebyThe coal
fifteen to the said of thefor the full term of years partiesleased

same asthe of theor their forassigns, purpose workingsecond part
of tosaid the secondparties part payseem to themmay profitable;

forcents tonpera ofyears twenty-fivefor the first nine royalty
takenlands, coaltheir excepting alwayseach ton of coal taken from

forair-courses, coal noentries, royaltyfrom or whichpassage-ways,
due and payablefor the same beingshall be paymentspaid;

monthly.
“ free,shall be pro-for the of this leaseThe last sixroyalty years

to threeis reducedcoal to the railway companyvided the ofprice
morecents or perand twenty-fivedollars ton. If three dollarsper

the first nineshall be aston, duringcase the royaltythen in that
years.

“ seals,andwhereof,' hereunto set our handswe haveIn witness
mentioned.and first abovethis the day year

Ames,“Oliver(Signed)
“ the R. R. Go.President UnionPacificof

Godfrey.“C. O.
“Thomas Wardell.”

was madeThis of the railroad companyon thecontract part
of direc-of boardcommitteethe executivedirection of theby

one, the boardnotwas' andtors, bytheof whom' president
for its considerationboardto theIt was neveritself. reported

defect, follow-inthis AugustBut notwithstandingor action.
itscontractors, entered uponand Godfrey,the Wardelling

the line ofmines alongonexecution, and work severalbegan
his interest totransferredafterwardsroad. Soon Godfreythe

sums thoseas the bill thatWardell, alleges, beyondperceiving,
theat risksbe and alarmedrequired, beingwouldstipulated

he had assumed.hewhich believed
under the laws ofa corporationIn following (1869)January

wasandNebraska, the Coal Mining Company,called Wyoming
mines, a stockwork capitaland the havingformed to develop

each, of$100of ainto shares$560,000, majoritydividedof
directors of com-the the railroadsix ofwhich takenwas by

as-and to itits Wardellone of whom was president;pany,
consideration.his withoutcontract anysigned
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contract,of thethe executioncontinuedThe corporation
andWardell, generalas secretary,its"acting superintendent,

railroadthe companyneededand coal as bydeliveredmanager,
ofofficers andMarch, 1874, when the agentsthe ofto 13thup

directors, forcibletook possessionorder of itsthat bycompany,
tools, otherbooks, and personaland ofthe mines theof papers,

usedandheldhavethe coal' whichof theycompany,property
insuit, which Wardell bringsthesince. Henceever present

all,if notaname, a reason thatas majority,ownhis alleging
coal exceptof the company,directors and stockholdersof the

com-of railroadhimself, stockholders thealso directors andare
no a suit inthat, therefore, he obtain relief bycanandpany,
that an accountthe name of the coal He mayprayscompany.

to rail-the thethe amount due for coal deliveredbe taken of
thefrom the date offor drawback onroad company; freight

fromcoal extractedthe forcible seizure forcontract to alleged;
seizure; of coal com-for the thethe mines since their property

andtaken, for from the seizureand the arisingdamagespany
contract; that theof the and rightsthe attempted abrogation

and de-of the several be ascertainedand interests parties may
; for relief.andclared general

answer,bill railroad filed an upTo this the settingcompany
—three defences:substancein

1st, 16, 1868,the contract of was a fraudThat uponJuly
that it made on its the executivethe' wascompany; .part by

were,directors,of its board of of whomcommittee a majority
.previous be interested with con-to theagreement,by equally

it,in terms made so favor-and for that reason its weretractors
the as toable to the contractors and unfavorable to company

ofto at the theenable the former make large gains expense
andlatter, and that the of the Coalorganization Wyoming

a to thosewas mere device directorsenableCompany^Mining
that, therefore,in the the contractto andprofits;participate

no and thewas of upon company;validity binding obligation
2d, time the of the the rail-That at the of seizure property

the of thenine-tenths of stockwas the owner ofroad company
Wardell, itsand had thatbecomecoal company, apprehensive
coaland not furnish the neededwouldmanager,■superintendent

trains; and,to run the
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3d, That since then the coal and the railroad com­company
directors,their ofpany, boards have had athrough settlement

transactions,of their 16, 1868,which contract oftheby July
beenhas rescinded $1,000,000and the sum of allowed to the

coal and that the railroad has setcompany, andcompany apart
tendered $100,000to the for share inhis the coalcomplainant

in that settlement.company
The court below 16,1868,held that contract ofthe wasJuly

frauda the was,but thatupon thecompany, complainant apart
it,from entitled to skill,some for his andtime,compensation

services while coal,in out the with theengaged returntaking
of the use,invested and for itsmoney actually compensation
the amount to be credited with what he had receivedactually

business;out of the and that at his election he could have an
$100,000that basis or take theaccounting upon tendered by

the Of the alternatives thus offered thecompany. complainant
$100,000elected to take the instead of thehaving accounting

mentioned, but decree,to this court from theappealed contend-
that the contract itself and that heing was valid is entitled to

an thataccounting upon hypothesis.
The evidence in the case the conclusion ofjustifies the court

as to the 16,below nature of the contract of 1868. ItJuly
was drawn more for benefit of theevidently the contractors
than for the extent,interest of the value,Thecompany. and

of the coal line ofaccessibility the thedeposits roadalong of
were,the above,as stated well known atcompany the time to

directors,its the immediate control and’having management
Wardell,its business.of the contractor,principal informed

those with whom he dealt inchiefly the contractnegotiating
that coal could be delivered to the at a cost of twocompany

ton, contract,thedollars whichper yet was to remain in force
fifteen that theyears, stipulated should treblecompany thispay
amount ton for the coal ha.lfthe first twoper two and ayears,
times the amount for the next three twice theyears, amount
for the four and one-half more forfollowing years, the balance
of the time. And lest these rates toomight little,prove the
contract further that the sumprovided paid should not be less
than ten cent added to the ofcost theper coal to the contrac-
tors. These terms and the of all the coal theleasing lands of
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to those a offor fifteen parties upon royaltycompany years
for first andcents a ton the withoutninetwenty-five years, any

the should be toafterwards if of the coal reducedpriceroyalty
dollars,three the to side-tracks to thestipulation providewith

coalmines, also furnish cars for of forand to transportation
and after them what wasonlygeneral chargingconsumption,

others, ofto allow them a drawback twenty-five pertocharged
of the valuecent the to them a contracton sums gavepaid,

of would of themselvesof millions dollars. These provisions
thea the of railroad eom-excite that directorssuspicionjustly
behalf,the its hadauthorized contract on beenwhopany,

deceived and or that wereimposed upon, they ignorantgreatly
of the cost at which the eoal could be taken from the mines

to the But evidence shows thatand delivered thecompany.
deceived northose directors were neither norimposed upon,

without information as to the cost ofwere probablethey taking
is ofout and the coal. And what more importance,delivering

shows, theit' as their with contrac-previous agreementalleged,
contract, and,in in thattors a interest the orderfor joint they

co-contractors, should benot as that aappear corporationmight
stockholders, and to whichin which should becomeformed they

be and that this wascontract shouldthe assigned; agreement
out formation of thecarried the subsequent Wyoming Miningby

in it. Thisand their stock matterand Coal takingCompany
that when the contractors commencedwas so well understood

coal,in the mines and out thetheir work developing taking
their accounts in the name of the proposedthey company,kept

months afterwards.no such was untilcompany organizedthough
that the scheme thusIt to showrequires argumenthardly

directors, contract,theenable the whoto authorizeddesigned
which should havewith the sumsto divide contractors large

andind Sensiblebeen to the was illegal.saved company, utterly
directors, committee of thethe executiveThose constituting

ofto the affairs theboard, withwere clothed managepower
creditors.for benefit of its stockholders andthecompany

of their erspovcharacter as the exerciseTheir forbadeagents
the com-interest oftheir own ends- thefor personal against

advan-were from deriving anythereby precludedTheypany.
directors,contracts, their asmadefrom authorityby excepttage

42xm.vol.
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the for which acted.thrqugh Theircompany positionthey
trust,was one of and to in. formatter theirgreat engage any

with it to violateinconsistent was theiradvantagepersonal duty
to commitand a fraud theupon company.
isIt the rudiments of the thatlaw the.sameamong person

time,actcannot 'for himself and ait the withsame torespect
matter,the same as of whosethe another interests areagent

a beThus cannot a ofconflicting. person purchaser property
and at the ofsame time the the vendor. The twoagent posi-
tions different and their unionimpose would atobligations,

“once raise a and,conflict interest andbetween consti-duty;
is,as in the of cases wouldhumanity bemajority dutytuted

Whitmore,overborne in the Marsh v. 21 178,struggle.” Wall.
law, therefore,The183. will condemn the transactionsalways

when,of a on own inhis behalf to the matterparty respect
concerned, others,he is the of and will relieveagent against
them their iswhenever enforcement resisted.seasonably Direc-
tors andof all who stand in acorporations, persons fiduciary
relation to other and are clothed with topower act forparties,
them, rule;are to this are not permitted tosubject they occupy
a which with ofwill conflict the interestposition parties they

cannot,boundand to as orrepresent protect.are. They agents
trustees, enter or oninto authorize contracts behalf of those

act,for whom andare to thenappointed partici-they personally
in the benefits. Hence all directors of apate, arrangements by

to unduesecure an toadvantage themselvesrailroad.company,
its the formation of a asat new an auxil-expense,.by company

one, anto the with that oiiary understandingoriginal they,
them, it,some of in thenshall take stock and that valuable

it,contracts shall to in ofbe the whichgiven asprofits they,
• share,stockholders in the new are to are socompany, many

unlawful devices to enrich themselves to the detriment of the
stockholders and creditors of the and will beoriginal company,
condemned whenever before the courts forproperly brought

on.considerati­ Great Co.Luxembourg Railway v. Magnay,
586; Heathorn,25 Beav. v. & 326;Benson 1 Col.Y. C. C.

Flint Pere 477;Co.Marquette Railway v. 14 Mich.Dewey,$
277;American Poor,North Co.v. 59European & Railway Me.

Cross,v. Wall. 299.7Drury
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disclosed no feature whichThe scheme here has relieves it
character, 16,1868,the contract ofof its fraudulent and July

it, must withwhich was an essential of down it. Itpart go
awas fraudulent on the of the directors andpartproceeding

execution,contractors devised and carried it into notwho only
but also thethe whichagainst againstcompany, government,

had the loan of bonds andcontributed to its aid bylargely by
the termsof lands. the of the charter of thegrant veryBy

five cent its net be toof were tocompany per earnings paid
the Those were reducedgovernment. earnings necessarily by

transaction which took from the itsevery company legitimate
directors,It is true that some of theprofits. who ofapproved

contract,or did not dissent from the stated that heldearly they
their thestock in the coal for thebenefit of railroadcompany

it, it,and transferred or were to transfer to thereadycompany
latter; but such athe whenmajority expressed purpose only
the terms of contract knowncharacter and became andthe.

themselves from forwere desirous to screen censure theirthey
conduct.

therefore,The derivecan no benefit from thecomplainant,
tainted,contract thus or claim thesustain railroadany against

coalfor its Therepudiation.company company may, perhaps,
be reasonableentitled to for the laborcompensation actually

thein the mines andof ofexpended development coaldelivery-
to the railroad considered from thecompany, entirely apart
contract; and also for takenits Ofproperty forcibly possession

the of theofficers railroad But ancompany. forby accounting
desired him,thus limited is not and as thecompensation by

two have since the matter insettledcompanies betweendispute
$1,000,000ofthem the to the coal ofby payment company,

$100,000which has been forset and he hasapart complainant,
elected that ifto an hadtake sum. cannot beaccounting upon

contract,the of theassumed the of the courtdecreevalidity
below is

Affirmed.


