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350;) but the president or general managerof a railroad company is primalacu
authorized, (Minnett v. M. & St. P.R. (Jo. 8 Dill. 460.)
How TAKEN AND CERTIFIED. The affidavit must be taken and certified

in accordance with the laws of the state, (Bowen v.Ohase, 7 Blatchf. 255,) and
be authenticated according to such laws, (Id.; Florence v. Butle1', 9 Abb, Pro
N. S. 63.) If taken out of the state it must be taken by a commissioner and
be certified to by the secretary of state. Florence v.,Butler, 9 Abb. Pl'. N. S.
63. The seal of the commissioner is presumed to be official. Tunstall v.
Madison. 80 La. Ann. 471. Objections to the certification may be waived by
the adverse party, (Bowen v. Ohase,1 Blatchf. 255; (and a failure to object will
be deemed such waiver. (Mi:» v. Andes Ins. 00. 74 N. Y. 58.) When tiled it

be 0.1: controverted. Btewart v.M01'decaia, 40 Ga. l.-{ED.
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TEAS 17. ALBRIGHT and others.

COircui' Oourt, D. NWJ JorB01l. Augus' 25. 1882.)

1. JtmIBDICTIO:N'-SUBJECT-:MATTEB.
The subject-matter of contracts made in relation to patents, where neither

the validity of the paten' nor its infringement are concerned in the controversy,
does not give the courts of the United States jurisdiction, The rights of the.
patentee under the patent laws of the United States must be directly and not
collaterally brought in issue to give jurisdiction.

2. REMANDING CAUBE-REMAND SUA BpONTJD,
Where, after the removal of a cause wherein tbe requisite citizenship and

tbe amount in controversy do not exist, and it is found by tbe pleadings that
tbe SUbject-matter is one in which a statute of the United States is only inci-
dentally brought in question. the court will of its own motion remand the
cause.

In Equity.
King et Woodruff, for complainant.
A. Q.Keasbey et Sems, of counsel, and Joseph O. Clayton, with de-

fendants.
NIXON, D. J. The bill of complaint in this case was originally

filed in the court of chancery of New Jersey, and sets forth that the
complainant, being the owner of several valuable patents, did, on the
first of February, 1876, enter into an agreement with two of the de-
fendant, Cahoone and Albright, to make an assignment of the letters
patent to them, in consideration of their paying to the complainant
certain royalties from the profits derived from the sale of the goods
mltnufactured under the said inventions.
It alleged that the complainant had never been able to obtain

proper access to the books of account of the said defendants, although
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the agreement stipulated that' during all the time of its continuance
their books should be open to his or his agent's iJ.!spection, for exam-
ination; that he had received five several statements from Cahoone
and Albright and their agents since the execution of the agreement,
from which it appeared that the complainant had been credited with
the total sum of $925.03, and charged with the sum of $787.16, and
that the said statements were grossly erroneous and as to
the credits and charges; that for some time after the of
the agreement the said Cahoone and Albright carried on the business
of manufacturing the goods described in the said patents nnder the
l).ame of the Cahoone Manufacturing Company ; that afterwards one
Samuel E. Tompkins was taken into the business, and it was trans-
acted under the name of "Samuel E. Tompkins, Cahoone & Co.,"
and that the books of these respective firms contain many items of
which it is necessary for the complainant to have information, ,for
the purposes of this suit, and in which the said Tompkins has some
kind of interest; that the accounts between the complainant and
Cahoone and Albright are mutual and complicated, arising from the
unsettled differences existing between them as to the amount with
which the complainant should be oharged by the defendants, and
from the way in goods have been manufactured under the said
patents-the defendants applying, in some oases, the principles of
several patents to a single article of manufacture.
The prayer of the bill is that the defendants may make a full and

true discovery and disclosure of and conoerning all the acoounts,
transactions, and matters aforesaid, and that an aocount may be
taken under the direction of the oourt of all dealings and transac-
tions heretofore had between the parties, oonoerning the royalttes
and percentages claimed by the oomplainant under and by virtue of
the said agreement, and that Cahoone and Albright maybe oharged
with the aggregate amonnts of said royalties, with lawful interest
thereon froIn the time that the same became due, and that the said
sum may be decreed to be paid by the said Cahoone and Albright to
the complainant, no decree being asked for against Tompkins.
To the bill, Cahoone and Albright have signed a joint and several

answer, and Tompkins a several answer. '
The former admit that the agreement between them and ',the com-

plainant was duly eX,eonted, and is in full force; that patents
were assigned to them by the complainant as alleged; that the pat-
ented improvements have been applied by them, in connection with
other improvements owned and controlled by them, in the mauufact-
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ure of harness goods, and that the only consideration for the assign-
ment of the patents was that specified in the agreement. They
deny the allegations of the bill, that they have refused to the com-
plainant proper a.ccess to their books; that they have not rendered
true semi-annual statements of the accounts; that they are indebted
to complainant in any sum for royalties due on manufactured goods;
and that the accounts between them and the complainant are compli-
cated, or that it will be tedious and difficult to ascertain the amounts
due from time to time, under a· fair construction of the agreement;
although they admit that, in manufacturing the goods for the
market, they have necessarily made them in such manner as re-
quired the application of the principles of several patents to one
article, including patents not embraced within the scope of the
agreement.
They further allege that at the time of the execution of the agree-

ment with the complainant they were engaged in earnest litigation
with Tompkins concerning the validity of certain patents for improve-
ments in saddle-trees, owned by the said Tompkins, and concern-
ing alleged infringements of said patents, and that in consequence
of said litigation, and the rivalry in business between them, great
injury resulted to the trade of both parties; and that in October,
1877, an agreement was made between them to cease litigation and
unite their business, and since that time said business has been
carried on in the name of "Samuel E. Tompkins, Cahoone & Co.,"
which firm has been entitled to usedl of the patents owned by the
defendants and by said Tompkins, including the improvements em-
braced in the patents assigned to them by the complainant; and
that they, before the said change in their business, and the new firm,
since the change, have applied and used these patents, to a greater
or less extent, in manufacturing certain goods, in connection with
other improvements covered by other patents owned by them, and
that both before and since said change they have carefully kept
account of all the goods which embraced any of the improvements
covered by the patents assigned by the complainant, although such
improvements have been in a great measure superseded and rendered
useless by the control of the various of Tompkins, with whom
they were in litigation at the time of the agreement; and that such
bboks have been, at all reasonable times, open to the inspection of
the complainant, and full statements and accounts therefrom have
been from time to time furnished to him, and made the basis of fre-
quent payments, under the said agreement.
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Their answer also sets up that the firm of Samuel E. Tompkins,
Cahoone & Co. is largely engaged in the manufacture of saddlery and
saddlery hardware; that its business embraces a large variety of goods
which have no relation to the improvements covered by any of the
patents referred to in the agreement with the complainant; and
many of said goods which do embrace such improvements also embrace
improvements covered by patents, being over 70 in number, owned
by said Tompkins and others; that Tompkins has always disputed
the validity and value of the patents referred to in said agreement,
and has claimed that they were all anticipated by his own patents,
. and that any goods made under them were infringements of his
patents; and that, so far as he was concerned, he was not bound to
pay any royalties to the complainant; but that they, (Cahoone and
Albright,) desiring to fulfill their agreement fairly, have always
caused accounts to be kept of all goods which, on any reasonable
construction, could be held to embrace or contain any of the improve-
ments covered by any of the patents assigned by complainant, and
both before and since said change in the firm have paid all sums of
money due under said agreement, in full; and that if compla.inant
demanded any further payment, or sought to make further exami-
nation of said books, it was only because he claimed, without reason,
that goods made under the patents of Tompkins were infringements
of his patents, assigned to defendants; and they allege that the

of such infringement could not be tried in this suit, involv-
ing a subject over which the court had no jurisdicton, and that if any-
thing remained due to complainant under the agreement, he had a
full, complete, and adequate remedy at law for the recovery of the
same; praying that they might have the same advantage of said de-
fense as if they had demurred upon that ground.
The answer of Tompkins presents substantially the same and no

new or different questions.
A replication was duly filed, and the parties proceeded to take

their testimony. As this seemed to be turning largely upon the fact
of infringement, and matters of construction of different patents, all
the defendants joined in a petition to the chancellor for an order to
remove the cause into this court, on the ground "that the suit arose
under the patent laws of the United States, and that the substantial
controversy was one depending upon the construction of said laws,
and was exclusively within the cognizance of the courts of the United
States, and that the suit was removable under the act of congress of
March 3, 1875."
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The record being filed, the complainant gave notice of a motion to
remand the cause to the state court; but before it came up for decis-
ion, under some arrangement between the parties, it was not urged;
the testimony was completed,and the case put on the calendar for
final hearing.
Before any argument upon the merits, the counsel for the defend-

ants suggested that the pleadings raised the question of jurisdiction,
and insisted that the court could not entertain the suit in equity,
because the complainant had a plain, adequate, and,complete remedy
at law. Section 723 of Revised Statutes. The court was asked to
dismiss the case upon that ground.
The counsel for the complainant replied that their motion to remand

the suit to the state court had never been disposed of, and had been
waived only upon the express understanding that all parties should
agree to an adjudication here upon the merits, and that if the court
was disposed to listen to the technical objection that the form of the
action should have been legal, and not equitable, then their motion
to remand wasrenew,ed, and the judgment of the court invoked upon
that question.
It is claimed that the removal was made under the act ofMarch 3,

1875. The fifth section of that act provi4es that "if in any suit
removed from a state court to the circuit court of the United States
it shall appearto the satisfaction of said circuit court, at any time
after the ,suit has been removed thereto, that such suit does not
really and substantially involve a dispute or controversy properly
within its jurisdiction, - • - the said court shall proceed no
further therein, but shall dismiss the suit or remand it to the court
from which it was removed, as justice may require."
The court, then, not only has the authority, but is charged with

the duty, on its own motion, or at the suggestion of the parties, at
any time, to dismiss or remand a suit removed here from a state
court whenever it may appear that the dispute or controversy does
not come within the provisions of the law.
Looking carefully into the second section of the act, which sets

forth the causes that are removable from the state to the federal
courts, it is clear that the removal cann.ot be justified unless the
. matter' in dispute between the parties has arisen "under the laws
of the United States."
The character of the controversy must be determined by the record.

Turning to that, I find that the suit was commenced by filing a bill
in the court of chancery of New Jersey for an account of business
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transactions growing out of a written oontract between the parties.
'rhis contract embraced the transfer or assignment of certain pat-
@ts from the complainant to the defendants, Cahoone and Albright,
and their agreement to pay a specified royalty from the profits of
their business on all goods manufactured and sold which embraced
the patented improvements. The gravamen of the action was the
failure of the defendants to perform their personal covenants, and
was not to vindicate any rights which had been vested in the com-
plainant under a law of the United States.
All rights that men have in patents are secured to them by federal

laws, and all controversies which directly involve the validity of
patents, or which are for the recovery of damages and profits for
their infringements, are exclusively cognizable in the federal courts.
This is elementary knowledge. But when a patentee sells out all his
interest in the patent, how can any right remain which is secured to
him by an act of congress?
Some confusion on this subject has, doubtless, arisen from the

fact that the courts of the United States have often exercised juris-
diction over contracts for license to use patented inventions, granting
relief to licensors where the licensees have failed to perform their
covenants. But it will be found in all such cases that not only has
the ownership of the patent been retained by the licensor, but the
right of the licensee to use the patent has been conditioned on his
performing certain acts or paying certain royalties. Brook8 v.
Stolley, 3 McLean, 523, affords a good illustration of a case of this
kind. The complainants were the assignees of the Woodworth plan-
ing patent for Hamilton county, state of Ohio, and as such, licensed
the defendant to run a machine in that county, under a sealed con-
tract in which the licensee's right to use the machine was expressly
conditioned on his paying $1.25 for every thousand feet of boards
planed, to be paid on Monday of each week; and further, that he
should render an account, if required, under oath, and also keep books
to which the complainants should have access, and in which all boards
planed should be entered.
After complying with the contract for some time, by paying

according to its terms, the licensee refused to make any further pay-
ments, although he continued to use the machine. The bill was
filed for an injunction restraining its further use. Objection was
raised to the jurisdiction of the court, but Mr. Justice McLean
overruled the objection on the ground that the suit was not to enforce
the contract, but to secure to the the rights in the patent



4:12 ,EDERAL REPORTER.

which he had reserved, on the failure of the licensee to perform his
convenants; that his only authority for using the machine grew out
of the contract; and that the court could not allow him to repudiate
the contract and still use the machine. "If," he added, "the object
of the bill were merely to enforce a specific execution of the coutract,
the circuit court of the United States could exercise no jurisdiction
in the case."
In Hartell v. Tilghman, 99 U. S. 555, an intimation is thrown out

that Mr. Justice McLean went too far in this case in maintaining
the jurisdiction of the courts of the United States, but we may
safely concede all that is claimed, and then find ample ground for
denying the jurisdiction in the present case.
There is no pretense, in the present suit, that the complainant

reserved any interest, absolute or contingent, in the patents which
he assigned. He only retained certain royalties in the profits, and
the bill is filed to have an account taken of them.
The case cannot be distinguished in principle from those of Good-

year v. Day, 1 BIatch£. 565, and Goodyear v. Union Rubber Co. 4
BIatchf. 63. The last-named case was very similar to the one under
consideration in all its facts and aspects, except that the defendants
were licensees, and not grantees. The owner of a patent granted a
license, with covenants that the licensee should pay certain tariffs
and keep correct accounts and permit his books to be examined, but
there was no express provision that if the convenants were broken
the rights granted should revert to the licensor. A bill was filed by
the licensor against the licensee, praying for a decree that the cove-
nants should be performed, and for an injunction to prevent the
use of the patent under the license until the covenants should be
performed. The citizenship of ·the parties not giving the court juris-
diction, the question was raised and argued whether the action could
be maintained.
It was held that the subject-matter did not give a federal court

jnrisdiction; that the suit was not one to prevent the violation of
any right of the licensor secured by any law of the United States,
but to prevent the violation of the rights secured by the covenants of
the license, and that the court had no jurisdiction of the case. The
reasoning of the learned judge seems quite conclusive. "If," says
he, "in the use of the thing granted the licensee does not perform
his covenants, although there is, by such non-performance, a vio-
lation of the rights of the patentee, such violation is not a violation
of the rights of the patentee as secured by a law of the United States,
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but a violation of his rights as secured by the covenants. He has, by
the license or grant, parted with a portion of that which was secured
to him by the laws of the United States, and has, in lieu thereof,
taken a right secured by a covenant. If a patentee parts with the
whole right secured by his patent, eithar for cash or upon the pur-
chaser's entering into a covenant to pay him a certain sum of money
or to do certain other things, the patentee has, after such sale, no
right vested in him secured by any act of congress. A suit to en-
force the covenant would not be a case arising under a law of the
United States. The use of the whole thing sold cannot be a vio-
lation of any rights of the patentee secured by the laws of the United
States, so long as the deed of sale remains in full force, for he bas
parted with all such rights. And when a portion of the right is
parted with, the rule must be the same, as it respects such portion."
See, also, Blanchard v. Sprague, 1 Cliff. 289, and Merserole v. Union
Paper Collar Co. 6 Blatchf. 356, in which the ground is distinctly
taken that the SUbject-matter of contracts made in relation to patent
rights, does not give the courts of the United States jurisdiction in
suits to enforce them.
But without dwelling upon these cases, determined in the subor-

dinate courts of the United States, the supreme court, in Wilson v.
Sanford, 10 How. 99, put the question at rest by refusing to enter-
tain jurisdiction of a suit which was brought by the grantor of a
license to avoid a license on the ground that the grantee had not com-
phed with the terms of the contract. As neither the citizenship of
the parties nor the amount involved in the litigation, gave the court
jurisdiction, the only question was whether it was "a case arising
under any law of the United States granting or confirming to inven-
tors the exclusive right to their inventions or discoveries."
The court, speaking by Chief Justice Taney, said it was not such

a case; that the dispute did not arise under act of congress, nor did
the decision depend upon the construction of any law in relation to
patents. "It arises," he continues, "out of the contract stated in
the bill; and there is no act of congress providing for or regulating
contracts of this kind. The rights of the parties depend altogether
upon common law and equity principles."
.The groqnd for the removal alleged in the petition to the chancellor

was that "the suit arose under the patent laws of the United States,
and that the substantial controversy was one depending upon the
construction of said laws."
This view was, doubtless, taken because the pleadings and the

..
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evidence tend to reveal that the dispute between the parties arose
about the manufacture and sale of certain saddle-trees and gig-
saddles-the complainant insisting that they embraced the inventions
and improvements of the letters patent which he had assigned to the
defendants, and they, in their turn, maintaining they were not sub-
ject to the royalties and precentages of the agreement, because they
were constructed under other letters patent in which the complainant
never had an interest. Questions of infringement and the con-
struction of the claims of patents were thus necessarily involved,
and it was assumed that they could only be adjudicated by the courts
of the United States.
But the decisions of the courts do not justify any such assumption.

Thus, in Rich v. Atwater, 16 Conn. 4:09, where a bill was filed for a
discovery, account, and an injunction, and where the question of the
validity of the Woodworth patent was raised by the pleadings, the
supreme court of errors of Connecticut held that though the validity
of.a patent, when directly involved, was within the exclusive juris-
diction of the federal courts, yet when it came in question collaterally it
was the proper subject of inquiry and adjudication in the state courts.
In Middlebrook v. Broadbent, 47 N. Y. 443, the court of appeals of

New York, after a very full al'gument, decided that a state court had
jurisdiction of an action founded upon a contract, although the va-
lidity of patent was involved therein.
And in Merserole v. Paper Gollar Go., supra, Judge BJatchforcl

Leld that a state court had jurisdiction to decree a license under a
patent to be void; and if, in the investigation, that court was obliged
to inquire collaterally into the novelty and validity of the patent as a
consideration for the license, such inquiry would not deprive the state
court of jurisdiction, or oonfer it on a court of the United States.
Being, then, clearly of the opinion that the removal here was without

the authority of law, I remand the cause to the state court, withoui
any expression of judgment on the question whether the complainant
has mistaken his remedy by proceeding in equity rather than at law.
If that question is presented to the learned chancellor of the state, I
have no /doubt he will give it a patient hearing and a wise determi-
nation.
The case is remanded, with costs.

See Johnson v. Johnson, 13 FED. REP. 193; E",an.9 v. Faxon, 10 FED, REP.
312; Beede v. Cheeney,5 FED. REP. 388; Dennistown v. Dl'aper, 5 Blatchf.
i.i66; St8'/)ens v. Richm'dson, 13 Reporter, 678; Railroad Co. v. Misrissippi, 102
U. S. 135; Ryan v. Young, 20 Alb. Law J. 79.
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WALSER and others f1. SELIGMA.N and others.

(Oircuit Oourt, 8. D. NevYork. September 7,1882.,

1. EQUITY-SUIT ON BEHALF OF CREDITORS AND STOCKHOLDERS.
Creditors and stockholders of an insolvent non-l'esident corporation may

unite in a suit in behalf of themselves and other creditors and stockholders, to
enforce the liability of holders of unpaid shares of the capital stock of such
corporation without making the non-resident corporation a party.

JURISDICTION.
Where stockholders are indebted to the corporation on stock subscriptions,

the sum due may be reached by a creditor's and where, by any deal-
ings between the corporation and its stockholders the capital'stock which is a
furtd for the payment of its debts is wrongfully diverted, a creditor can reach
U.. The court of equity assists him, not In the exerci£!'ll'ofits jurisdiction over

but in the exercise of its auxilial'y jurisliiction in behalf of creditors.
3. SAlm.....,CREDITOR'S BILL.

It is only when the remedy lit law has been exhausted that a creditor acquires
the right to follow the property of a debtor in the ,hands of his trustee, and· a
relaxation of the strict rule requiring a creditor to exhaust his legal remedy
'before resorting to a creditor's bill will not be justified by the fact of the insolv-
ency of the debtor, or that the debtor has no leviable property.

4. BAm:-CREDITOlis AT LARGE.
, ,Where some of the creditors only had recovered judgments In the state

courts where such non-resident corporation existed, and had issued execution
thereon which were returned unsatisfied, the suit will be treated as a creditor's
bill, and the complainants as creditors at large. '

5. FORCE AND OPERATION OF FOREIGN JUDGMENTS•
.Judgments obtained in another state are in this state only contract debts,
and do not authorize the exercise of auxiliary jurisdiction. .They do not have
the force and operation of domestic judgments, except for purposes of evi-
dence.

Geo. B. Newell, for complainants.
Evarts, Southmayd «Choate, for respondents.

,. WALLAOE, C. J. This bill must be dismissed, because the com-
plainants have not exhausted their remedy by legal process, a point
which was not presented or considered when this cause was before
my predecessor in this court upon demurrer. The complainants
are creditors and stockholders of the Memphis, Carthage & North-
western Railroad Company, a corporation organized under the laws
of the states of Missouri and Kansas, and file this bill in behalf of
themselves a,nd all other creditors and stockholders who may desire
to join, to enforce a.liability of the defendants as holders of 60,000
shares of unpl1.id capital stock of the corporation. The corporation
is not made a ,party to the suit, but its presence can be dispensed
with and adequate relief granted in its absence, 'RS it has not such


