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of that firm, which had been granted an extension, and was in the
hands of a committee of creditors. As t!:le notes of John Lloyd ma-
tured, they were paid by him, and the have gone to the
creditors of Lloyd, Huff & Watt.
The enterprise into which John Lloyd and William H. Watt em-

barked, involved the opening up of coal mines at a large expenditure
of money, and they did thus expend from $10,000 to $12,000. Be-
fore the conveyance by William M. Lloyd to John Lloyd of the third
interest in this property, some of the creditors of Lloyd, Huff & Watt
were consulted by Mr. Watt, and they approved the sale. The price
which John Lloyd gwe, as represented hy his notes, under the cir-
cumstances, was fair, and all the property was worth. The lease to
John Lloyd, which was for 12 years, stipulated that no royalty should
be payable to William M. Lloyd until the debts of Lloyd, Huff &
Watt were paid. This dispositiou of property was in the interest
of the creditors of that firm, none of whom have complained of it.
Although the title of the property was not conveyed to the partners
as such, or for the use of the firm of Lloyd, Huff &00., it was bought
with the money of that firm. And while William M. Lloyd was not
bound to devote it to the firm debts, still it was a proper and strictly
equitable thing to do. Under all the circumstances, I fail to discover
anything fraudulent in the transaction. .
Let a decree be drawn dismissing the bill, with costs.

WABASH, ST. L. & P. By. Co. v. CENTRAL TRUST Co. OF NEW YORE,
and others.1

(Uireuit Court, E. D. Missouri. October 2, 1884.)

1. VONTRACTS 011' RECEIVERS.
Where. a railroad company contracted for rails, but became insolvent and

passed into the hands of receivers, before they were delivered, and in order to
avoid litigation, and with the expectation of earning freight by transporting
ores for the vendor, the receivers of the road agreed to receive the rails at the
contract price and pay for them at a specified time, though the contract price
was more than the rails could then have been purchased in the market for, and
the rails were delivered; but upon its thereafter appearing that there was no
hope of earning anything in transporting freight for the vendor, said receiVers
declined to pay the agreed price, held that they were bound to comply with
their obligation.

2. SAME.
Semble that a court should not authorize or direct its receivers to enter into

obligations which the necessities of the case do not absolutely require, but that
when entered into with authority Lheir obligations should be strictly fulfilled.

In Equity.

1Reported by Benj. F. Rex, Esq., of the St. Louis bar.
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Henry Hitchcock, for receiver of Ore & Steel Co.
Wells Blodgett, for receivers of Wabash, St. L. & P. Ry. Co.
Wager Swayne and Henry F. Kent, for complainant.
Butler, Stillman d; Hubbard, for defendants.
BREWER, J., (orally.) In the case of The Receiver of the St. Louis

Ore &; Steel Company v. The Wabash Railway Company application
was made for an order on the receivers of the Wabash to pay the bal.
ance due upon contract for steel rails delivered. It appears that,
prior to the passing of the ore and steel company and the Wabash
Railway Company into the hands of receivers, a. contract for steel
rails was made between the Missouri Pacific Railway Company and
the are and steel company, which, as to 12,000 tons, was accepted by
the Wabash road. After the Wabash Railway Company passed into
the hands of the receivers, the question came up as to the carrying
out of that contract. With(ijlt going through the prior details of the
transaction, it appears that, after the receiver of the ore and steel
company was appointed, some hesitation or some objection arose in
regard to the matter, aud the agent of the receiver gave a letter in
reference to 2,200 tons, for which an order was then outstanding,
that the receivers would pay for these by the thirteenth of the ensu-
ing month, after their delivery. The rails were delivered and partial
payment made, and the question is as to the payment of the balance
under that delivery of 2,200 tons and that letter of the agent. The
receivers hesitate. to make the payment, and, I think, very properlYt
because the contract price of these rails is somewhat in excess of
what those rails could have been contracted for at the time the reo
ceivers were appointed; and because, also, there was back of this
contract an understanding and expectatiot;l that the Wabash would
receive profits to itself from the transportation of ore from the ore and
steel company. The latter expectation has, for the present, at least,
failed. There is also back of the appointment of the receivers an
outstanding claim against the ore and steel company for freight, more
or less.
Now, technically, a claim against the company prior to its insolv-

ency, does not become a claim which the receiver can pay by divert-
ing the property of the corporation placed in his hands. The receiver
of the are and steel company cannot, of course, take the property of
that corporation and pay one creditor and not another. Neither can
he, by entering into contract with such creditor, enable that creditor,
by way of offset, to secure the payment of its debts, so that technically
this claim as to freights, existing before the appointment of the reo
ceiver, does .not become an offset to the claim for rails delivered by the
receiver subsequent to his appointment; and still I can understand
very well, and appreciate very fully, why the receivers of the Wabash
feel a delicacy in regard to this matter; because parties ignorant of the
real facts of the case might say, "How is this? You reaffirmed a con-
tract made before your appointment, for the purchase of rails at a
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larger price than they can be purchased." And yet it must be
borne in mind that these receivers had this question to meet; that is, if
they repudiated that contract and said, "We will take no more rails
under that contract," they exposed the property in their hands to an
action for breach of contract, and for any damages that might be're-
covered under that contract. They felt also, that there was underly-
ing this contract the idea that the Wabash would make something
which would justify them and justify the road in executing that con-
tract in the transportation of the ore of the company.
Now, I do not wonder that they hesitate. These gentlemen took

charge of the Wabash road under circuID'stances of great embarrass-
ment" finding the property subject to many unfortunate alliances, and
burdened with various fixed and floating obligations, and have man-
aged it with such success and prudence as to receive the merited en-
comiums of all. They are doubtless anxious to continue this success,
to pay only those claims which ought to be paid, and to rescue the
property from its embarrassments. So they appeal to the court in
this matter for advice and direction, stating fully and frankly their
objections. But it stande in this light to my mind. It was not a
condition, a part of the contract, that these rails should be paid for
in freight. There was an expectation which every business man may
act upon in determining his dealings, but it was not a part of the
contract, and they cannot repudiate the contract they made under the
idea that they are disappointed in the profits incidental to or outside
of the contract. So that I think the court ought to affirm the obliga-
tiolls which they entered into to pay for these rails at the time they
specified.
And in this conclusion permit me to say generally in reference to

receiver's obligations, I think the court should be very slow in author-
izing or directing its receivers to enter into obligations; none should
be created which the necessities of the case do not absolutely require.
It is not the function of the court to go into the business of railroad-
ing or manufactu ring, and have property on its hands, continued there
indefinitely. Whenever, from the circumstances of the case, it is found
necessary to take possession of property, it should preserve it and
manage it so far as is necessary to keep it intact and free from loss
or injury; and if need be, in order so that it may issue receivers' cer-
tificates, or direct the receivers to issue other obligations. Whenever
it does so I think it is the imperative duty of the court to see that
these obligations, thus authorized or directed, are held sacred to the
very letter and spirit; that there should not be anything for outside
litigation, but that the court, having authorized or directed these ob-
ligations and contracts to be entered into, should see to it that they
are sacredly performed; and though afterwards it may seem that
these obligations were unfortunately created, or without sufficient
consideration, sUll there is no duty more sacred upon the court than
to see that these obligations are kept.

..---
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So far as it comes within my jurisdiction through the circuit, I shall
be very slow and reluctant to authorize any obligation to be entered
into by receivers to become superior to existing liens, but whenever
they are authorized and are entered into I shall be as careful as
man can be to Bee that those obligations are kept to the very letter.
I think that any person who deals with the officers of this court as
to certificates or contracts should feel certain that there is no more
sacred obligation than that upon the part of court to see that
these contracts are carried out in letter 'lnd spirit, so that anyone
dealing with them can depend upon them.
In that view I am constrained to sustain the petition of the receiver

of the ore and steel company. 'l'here is also the obligation upon the
part of the receivers of the Wabash road for the payment of interest
on receivers' certificates. In reference to the details of the manage-
ment of that receivership I am not so familiar as my brother 'l'REAT;
and while I have expressed my general views in reference to these
matters, it has been agreed between us that he, being more familiar
with the details, shall express his views upon that branch of the case.

See S. C. infra.

WABASH, ST. L. & P. Ry. CO. V. CENTRAL TRUST CO.l

(Circuit Court, E. D. Missouri. November 17,1884.)

RECElVEHB-ApPOINTMENT IN FORECLOSURE PROCEEDINGS.
Where an insolvent railroad company, having both general and underlying

mortgages upon its roads, instituted equitable proceedings to have its roads
sold, and obtained the appointment of general receivers for the benefit of all
concerned, and one of the defendants, a trustee under one of said general
mortgflges, thereafter filed a cross-bill to have said mortgage foreclosed, and
asked for the appointment of additional receivers, held, that such additional
receivers should not be appointed unless their appointment could be shown to
be necessary for the protection of the interests of the parties interested under
said mortgage.

In Equity. Application for the appointment of additional receiv-
ers under a cross-bill.
The Wabash, St. Louis & Pacific Railway Company is a corpora-

tion organized under the laws of Missouri. It was created a body
corporate by the consolidation of a number of other railroad com-
panies organized and existing under the laws of the states of Missouri,
lllinois, Indiana, and Ohio, and owns lines of railroad extending across
the states of Missouri, Illinois, and Indiana, and into the states of
Ohio, Michigan, and Iowa, with branches extending in various direc-
tions within said states. Companies which formed the consolida-

1Reported by Benj. F. Rex, Esq., of the St. Louis bar.


