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injure the defendant Mahin in his. independent venturei in business,
while conferring little benefit upon the complainant. Few of the
Chicago agency clients yet remain with complainant, and defendant
Mahin promised at the hearing that DO effort would be made to procure
other cancellations of contracts. I am impressed with the belief that
whatever has been done in that directioll heretofore by Mahin was
under a mistaken belief()f right, and was riot under the exercise of
malice towards the complainant,. or. with a purpose to unfairly treat
him. ..OIl. the whole, Ithink the ends of justice will be best subserved
by remitting the complainant to his rights at law. It is not at all
clear: from the showing made by the affidavits that the complainant
hasn,ot provoked every step taken by Mahin. If, as is insisted, com-
plaintwt. sought, after Mahin had obtained these clients for the Chi-
cagootllce, to divert them from Mahin's'influence, and bring them,
or some of them, into a relationship outside of Mahin's right of par-
ticipation in the profits, one's sense of fair play justifies his dissolu-
tion Of the connection, and his subsequent steps towards keeping
what he, in fact, had built up within .that connection.
Uponthe whole case, the injunction will for the present be denied,

and the,case go to a master to report respecting the character of the
books and the rights of the parties relating thereto.
,. (.

CENTRAL OF GEORGIARY. CO. v. PAUL.

(Circuit Court of Appeals, Fifth Circuit April 18, 1899.)

No.. 777.

1. CORPon'ATtO:Ns-TRANSFER OF PROPERTy-RIGHTS OF CREDITORS.
Whepea plan for reorganization is entered Into by the stockholders and

secured creditors of an insolvent corporation, and Is carried out, pursuant
to which all the property of the corporation Is sold by foreclosure and
otherwise, and transferred to the new corporation, whereby the stock-
holders of the old corporation retain their Interest and rights, and by
virtue thereof' are either stockholders In the new corporation, or are oth-
erwise provided for, this Is a fraud on an unsecured creditor of the old
corporation, so that she llIay hold the new corporation for her claim.

2. DECREE-AlI'J'"IRMANCE.
A decree rendered on Intervention In liquidation proceedings, on full

hearing, against One allowed to make full defense, having done full equity
between the parties, will be a1firmed, though intervener might more prop-
ei'ly have filed a bill for the relief obtained.

Appeal from the Circuit Court of the United States for the Southern
District of Georgia.
On March 4, 1892, Rowena Clark, a stockholder of the Central Railroad &

Banking Company of Georgia, filed her bill In the circuit court, assailing the
validity of a certain lease made by the Central of Its entire railroad and prop-
erty to the Georgia Pacific Railroad Company, under which lease the Rich-
mond & Danville Rallroad Company was then operating and controlling the
same. She also assailed the legality o.f the control exercised over the Central
by the Richmond & West Point Terminal Railway & Warehouse Company by
means of a majority of shares of Central .stock owned by it. The bill prayed
for the cancellation of the lease; Injunction against the continued use of the
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said majority of stock; for an injunction and receiver. As detailed in the
bill, object of the same was to protect the Central and to· preserve its
autonomy. On this bill the court issued a temporary injunction, and appointed
E. P. Alexander a temporary receiver, directing him to make no change in
keeping the Central's books. On subsequent hearing, March 28, 1892, the court
appointed receivers, with the usual powers granted to receivers of railroads;
directing them to take and operate the property pending a reorganization ot
the board of directors of the Central, and generally providing for the main-
tenance of the Central System. On July 4, 189"2, the Central filed its bill
against the Farmers' Loan & Trust Company of New York City, the Central
'rrust Company of New York, and a number of railroad corporations, in which
bill was set forth the proceedings in the Rowena Clark cause, above mentioned,
a description and list of all the railroads, and assets and property of the
Central, including Hs leasehold interest in other railroads. This bill averred
that the Central is now insolvent, in the sense that it is unable to meet its
maturing obligations, but that if the integrity of its system is maintained, and
its properties and interests preserved, until a proper plan of reorganization
can be effected, it can be re-established upon a sound basis, and restored to
prosperous conditions; to accomplish which, however, the immediate interposi-
tion of a court of chancery is absolutely necessary, for the purpose of protect-
ing the integrHy of the system, and saving it from disintegration, and prevent-
ing the serious and irreparable losses that the disruption would entail upon
the stockholders, creditors, and other persons interested in the property. The
bill prayed that all of the property and assets of the Central be taken in
charge by a receiver to be appointed by the court, to be administered as a trust
fund for the stockholders and all interested; that the receivers first pay cur-
rent expenses of maintaining and operating the Central, and steamship lines
and-other properties, and all labor, supplies, and rentals, and such other charges
as are necessary to be made in order to prevent the forfeiture of the Central's
rights and interests in the properties which constitute its said system, etc.
Under this bill on July 15, 1892, the court discharged the receivers under the
Rowena Clark bill, and appointed H. M. Comer sole receiver; and in and by
this order the court directed that the receiver assume and pay all the liabili-
ties and expenses incurred under the Rowena Clark receivership, take pos-
session and charge and control of said corporations named in the bill, and
other property and assets of every kind, and to operate the same, and to take
possession, charge, lind control of all the railroads and steamship lines, and
railroads and steamships owned, leased, or otherwise controlled, operated by
said Central Railroad & Banking Company, to manage and operate the same,
etc., under the order and protection of the court, having and exercising all the
rights and franchises belonging or appertaining to said corporations, to the
end that the integrity of the Central Railroad System may be preserved. The
order authorized the receiver, after defraying operating expenses, to payout
of the net earnings the rental and other fixed charges accruing to other com-
panies, or resulting from the uses or operations of other lines and property
as a part of said system; and all the corporations named in the bill were
restrained and enjoined, pendente lite, from in any wise interfering with the
receiver's possession.
After various pleadings not necessary to notice, on February 20, 1893, the

Farmers' Loan & Trust Company, on leave of the court, filed its bill for fore-
closure and for the appointment of a receiver, particularly making a party
thereto the Central Trust Company of New York, as trustee of the second or
consolidated mortgage bonds. This bill showed that the mortgage held by
the Farmers' Loan & Trust Company covered all the railroads, and also all
the property and assets of the Central Railroad & Banking Company of
Georgia. It averred that the Central's auxiliary lines held under lease were
a part of the property mortgaged, and all should be sold together. It recited
the receivership under the bills of 'Rowena Clark and of the Central Railroad
& Banking Company. It averred default of the Central, the inadequacy of
the security, and then that "the mortgaged property and premises are so sit-
uated that they cannot, nor can any part thereof, be sold in parcels without
great injury to the interests of the beneficiaries under your- orator-'s trusts."
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Aftel.' 'othersuftable allegations and prayers looking to a foreclosure and sale,
tbe .complainant preyed tor,. a receiver, as follows: "Until such sale can be
had, and the proceeds thereof distributed, your orator is likewise advised and
charges tbatit is expedient and necessary that the franchises, property, prem-
ises, and appurtenances so mortgaged to your omtor in trust as aforesaid, and
all the. rights, franchises, and property of the Central Company, of whatever
name, nature, and description, including all its money on hand, and the earn-
ing!lof. the same, and all the rights, franchises, and property of the South-
westem Railroad Company of Georgia, of every kind. and description, he
placed.in the hands and under the control of a receiver to be appointed herei.n
by this court, with such proper powers as are right and equitable to be con-
ferred; ,·such receiver to be the. same person .appointed in like manner by the
other courts, having jurisdiction of po,rtions of the mortgaged property, re-
spectivelY;,'.' Upon this bill the court ordered that "Hugh M. Comer, the re-
ceiver of the court under the litigation now pending in said court, be made,
and .he is hereby appointed, temporary receiver under the above bill. This
appointment is cumulative and supplementary to the ·orders hereto,fore made,
and is not intended to vacate or affect any previous order." On May 1, 1893,
the Central Trust Company of New York answered the bill of the Farmers'
Loan & Trust Company, and, among other things therein, admitted as true
the proceedings and orders of court as alleged in the bill, under which the
leased property was taken possession of and operated by the receiver; but
the Central Trust Company alleged that the court had no jurisdiction over
the suits in which said orders were passed, but did not set out wherein the
defective jurisdiction, if any, existed. The answer contained other matter.
not necessary to recite. Some other bills and answers were filed, and many
interventions, and there, was much litigation; but on January 4, 1894, a con-
solidation having been previously ordered, a decree of foreclosure was rendered
in favor of the Farmers' Loan & Trust Company on its mortgage and deed
of trust, and leave was given to the Central Trust Company of New York to
file a cross bill to foreclose its.claim and mortgage on the Central's properties.
This cross bill, subsequently filed and prosecuted, was brought in the interest
of, and pursuant to, a new reorganization scheme, fully set out in the record.
On August 26, 1895, on the said cross bill and pleadings thereto, the court

passed a final decree of foreclosure in favor of said Central Trust Company,
which provided that in case of further default the said Central Railroad be
sold in one parcel,. without valuation, appraiSement, redemption, or extension,
and that of the price for which the property might be sold $50,000 should be
paid in cash, and that upon the confirmation of same, and. from time to time
thereafter, such further portions of the purchase price should be paid in cash
as the court should direct, in order to meet the expenses of foreclosure and
sale, and aIlowed preferential claims; and, further, that upon confirmation
of .the sale the approved purchaser or purchasers should take .the property
purchased subject to the Ilen, if any, of all debts, obligations, and liabilities of
the receivership "heretofore or hereafter to be lawfully incurred by or under
the authority of the court, or arising under the operations of said railroad,
and ,subject also to the lien of any and all claims heretofore filed in this
cause, or in the causes consolidated herein, which the court has allowed or
adjudged, or shall adjudge, to be prior in lieu or superior in equity to said
consolidated mortgages hereby foreclosed and ordered to be paid." Under this
decree of foreclosure a sale was made to Samuel Thomas andfhomas F. Ryan,
which sale was confirmed by the court October 17, 1895; the said decree of
confirmation reciting that the sale was subject, however, to all the decrees,
mortgages, liens, receivers' debts, and preferential claims, and to all the
equities reserved, and to all and singular the conditions of purchase as re-
cited in the final decree aforesaid, and the continued right of the court to ad-
judge and declare what receivers' or corporate debts were prior in lien or in
equity to the lien of the consolidated mortgage foreclosed, or ought to be
paid out of. such proceeds and sale .in preferel.lce to the bonds secured there-
by; and .the court expressly reserved for future adjudication, with the power
thereby to bind the· property sold, alt liens and· claims and equities speeified
and reserved by tllefinal decree of foreclosure of August 26, 1895.
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Following the foreclosure sale of the railroad property covered by the
mortgage to the Central Trust Company, the Central Railroad & Banking Com-
pany of Georgia, and the receivers thereof, reported to the court that there
were large assets and property belonging to the Central Railroad· & Banking
Company, which were not covered by the mortgages, and not appurtenant to
the railroad. The petition recited as follows: "Third. The Central Railroad
owns a considerable amount of property which cannot be covered under the
general description of the railroad and the appurtenances thereof, For exam-
pIt" besides its railroad, it has for many years past been in the active opera-
tion of a bank. under its charter granted to it by the state of Georgia, and the
assets of the banking department of' said corporation are not appurtenant to
the rnilro:: -1. Fourth. There is a large amount of real estate, title to which
is hl'ld b:r rhe Cl'ntral Hailroad, at various points along its line, and also on
the lines of the Augusta & 8avannah Railroad and the Southwestern Railroad,
which it has ojwrated for years under lease, and also on the lines of the
;\loutgomel'y <'\: EUfaula, the Savannah & 'Western, and the Port Royal & Au-
gusta Hailroads. which have been operated as a part of its system, title to
which may not pass under the mortgage foreelosme hereinbefore referred to,
Attached hereto, and marked 'Exhibit A,' is a description of certain lands
whicb are either in whole or in part not actually used for railroad purposes,
and about which doubts ha>;e bel'n expressed as to their being covered or not
by the mOl'tgage, and as to the title thereof passing under the foreclosure sale.
Complainant and the receivers are advised by counsel that many of the
tracts of land set out in the said exhibit are covered by the mortgage, and
that title rhereto will pass under the foreclosure sale; but, in order to make
sure of using all of the assets of the Central Railroad for the creation of a
fnnd for the payment of its creditors and distribution among its stockholders,
it has been thought best to make the said exhibit include all of the property
thl'rein describl'd." And the prayer of the petition was that all the property
describl'd should be sold at public outcry. On this petition a decree was
entered to the effect that the Central Railroad & Banking Company of Geor-
gia was insolvent, unable to pay its just debts and liabilities, and directing
the sale of all tbe remaining properties and assets of the company, called
the "overliow property," to the end that the proceeds of the same might be
distributed among the creditors of the company. 'rhereafter, on petition,
Thomas and Ryan, purchasers of the railroad property, representing, among
other things, that they were large creditors of the Central Railroad & Bank-
ing Company, reciting the amounts, and that they were practically the sole
owners of the entire unsecured floating debt of the Central Railroad & Bank-
ing Company of Georgia, prayed for an order turning; over to them all prop-
erty In the hands of the receivers, whicb petition, with minor exceptions, was
granted.
Very soon after the litigation began, reorganization was contemplated, and

was worked for by the hondholders and other parties ,to the litigation. The
hill of the Central Hailroad & Banl,ing Company of Georgia against the
Farmers' Loan & Trust Company, filed July 4, 1892, under which the receiver
was appointed. asked for reorganization under the protection of the court. On
October 17, 1892, and on December 10 and 17. 1892, the receiver filed petitions.
asking fe'r authority to take certain steps in the interest of reorganization.
The'se petitions were granted. and about $20,000 were paid by the receivers for
expenses thus canSI'd. In January, 1893, various other petitions were filed
hy the receiver to effect reorganization, and, under orders of court, contracts
were made with the Hollins syndicate for reorganization. The Hollins plan
failed. and a !lew schcme was devised, in which the reorganb'.l'rs were bond,
sloek. al1(l (!Ph('ntlll'e holders of the Central Hailroad & Banking Company of
{;porgia. lllulel' whieh all properties of the said company werl' to be sold as
follows: 111 .·\ll of the properties of the Central Hailroad & Banking COUl-
pany of (;('ol'gia covpred by mortgage were to be sold undpr fOl'('elosure of
morlgag-l' to the Central Trust Company, as trustee. to secm'e HlP
C'onsolid:llpd bonds. This foredos!lre was to be accomplishcd hy the cross
hill of til(' Cl'ntml Trust Company. (2) The collateral seeming; the floating
rlPllt l111Cl hills hlp of the Cl'lltral Itailroad & Rankill!! Company of Geor·
.:.,;.] a , 111111 il" "cl'l'i\'l'rs, were to be sold to the reorganizillg purchasers unde>"

IJ:3F.-;)(3
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order of court. (3) The collateral bonds were for the present to remain out-
standing, secured hy the collateral pledged to protect them, consisting of bonds
and stocks. All other property of the Central Railroad & Banking Company
of Georgia not covered by the foregoing mortgages and pledge, including the
cash in the receivers' hands, was to be sold, under order of court, to the reo
orgamzing purchasers. This property was afterwards termed the "overflow
property." This reorganization plan further provided that upon the fore-
closure of the mortgages and the purchase of the property the purchaser
would organize a new corporation, to be called "The Central of Georgia Rail-
way Company," which was to be vested with the title to the railroads and
properties covered by such mortgages and pledge, and that such new corpo-
ration should issue to the purchasers securities as follows: $7,000,000 first
mortgage 5O-year gold bonds, bearing 5 per cent. interest; $16,500,000 consol-
idated 50-year gold bonds, bearing 5 per cent. interest; $3,500,000 first pref-
erence income bonds; $6,500,000 second preference income bonds; $4,000,000
third preference income bonds; $5,000,000 fnll-paid common stock,-and that
said securities were to be distributed to the security holders as in said agree-
ment prescribed, particularly providing for certain common stock holders,
known .In the litigation as the "minority stockholders," as follows: "The
purchasers agree to take up and exchange so much of the 32,800 shares of
present stock of the Central Hailroad & Banking Company of Georgia owned
by the public, when and as such stock is deposited in the Mercantile Trust
Company o.f New York for such purpose, at the rate of par for the third pref-
erence inco·me bonds of the new company." The record shows that this reor-
ganization plan was fully carried through. Thomas and Ryan acted as agents
for the syndicate, and, having purchased all the property and
obtained all the assets of the Central Hailroad & Banking Company of Georgia,
turned the same over to the new Central of Georgia Railroad Company, which
issued thep.ew securities in accordance with the reorganizatlon .scheme. No
provisiOn alfpears to have been made in the reorganization a.greement for
the dIstribution of the full-paId common stock to be issued by the new com-
pany; b)lt ,(rom matters appearing in the record, and not disputed, the ma-
jorHy ,stOCk ,of the Central Railroad & Banking Company of GeorgIa, to Wit,
42,000 held by the Richmond-West Point Terminal Railway
Company, were exchanged for the entire capital of $5,000,000 of the new
company. Thus it appears that one result of the proceedings 'in. foreclosure
and liquidation was that the entire stock of the Central &,'Banking
Company of Georgia was recognized, and allowed to participate In the reor-
ganization,and holders of such stock retained a certain large and valuable
intere.st in ,tpe newly-organlzed. company. The record further shows that the
new Central, pf Georgia Railway Company (the reorganization. itself) filed its
petition in December, 1896, praying that it be substituted as defendant in the
place and stead of Thomas and Ryan, and that a decree be rendered vesting
them with allt'he assets of t)1e defendant corporations and their receivers,
which petition was granted, saving only that Thomas and Ryan were not dis-
charged as parties, nor relieved from au accounting for the assets received
by them from the receivers. .
In the litigation, the history of which Is hereinbefore partly recited, Mary

F. Paul intervened on the 31st day of January, 1896, claiming that she was
entitled to dividends on stock of the Southwestern Railroad Company which
had been accruing during a period of time 20 years previous to the receiver-
ship of the Central Railroad; that the said dividends so due to her consti-
tuted a trust fund, which prior to the 4th of March, 1892, was held by the
Central Railroad, and since that time by its receivers; and that she had an
equitable lien upon the property and asS8ts of the Central Railroad, whIch
was superior to that of all other persons. One share of the stock of the
Southwestern Railroad upou which she claimed a dividend stands on the books
of the Southwestern Uailroad Company In the name of JolIn Richardson,
trustee of J. S. Caruthers and wife, and the other ten shares stand on the
books of the company in the name of J. Richardson, executor; and she has
brought suit against the Southwestern Railroad; Company to compel that
company to issue to her, individually, a scrip for said stock, to which she is
legally entitled, and the said. suit 1s now pendIng and undetermined In the
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superior court of Bibb county, Ga. In 1869 the Southwestern Railroad Com-
pany leased its railroad and appurtenances to the Central Railroad & Bank-
ing Company of Georgia, and part of the consideration of said lease is the
following: "And the said Central Railroad and Banking Company of Georgia
hereby covenants and agrees to and with the said Southwestern Railroad
Oompany, that, during the months of June and December in every year dur-
ing the continuance of the term hereby granted, it will declare and pay to the
stockholders of the said Southwestern Railroad Company dividends which
shall bear to the dividends declared and paid to its own stockholders the ratio
of eight to ten (that is to say, $8 to each share of Southwestern Railroad stock
to every $10 declared and paid to each share of its own stock), and that no
semiannual dividend so declared and paid to the stockholders of the South-
western Railroad Company shall be less than at the rate of seven per centum
per annum on the par value of their stock, and that whenever any stock
dividend, or division of assets or accumulation shall be declared, paid, or made
to the Iiltockholders of the saill Central Railroad and Banking Company of
Georgia, a similar dividend for the distribution shall be paid and made to the
stockholders of the Southwestern Railroad in the same proportion of eight to
ten,-and that all said dividends and distributions of every sort shall be paid
to the stockholders of the Southwestern Railroad Company at Macon and
Savannah, as the said company has heretofore paid its dividends, and be free
of all taxes to the stockholders." It seems to be admitted that the said Mary
F. Paul is the owner of said 11 shares of stock; but it appears that she has
not yet been registered upon the books of the Southwestern Railroad Com-
pany as a stockholder. Her suit to compel the issue of the scrip to her is
pending and undetermined. The defendant admitted that the amount of
dividends is correctly stated in the intervention, but denied that the dividends
were ever held as a trust fund, and set up the fact that there had never been
any specific appropriation of money to pay the dividends due the Southwestern
Railroad stockholders, and denied that the intervener had any equitable lien.
It contended that she was merely a general creditor, without eqUitable lien,
and not entitled to a preference. The master, to whom the cause was re-
ferred, found that the intervention was prematurely filed, upon the ground
that the intervener, not having become a registered stockholder of the South-
western Railroad Company, was not in a position to demand dividends pre-
viously declared upon the stock. The court set aside the master's report, and
rendered a decree for the sum of $1,640.50 in favor of the intervener, and put
its decree upon the ground that the receiver having been ordered on March
7, 1892, to pay in full any depositors who had money on deposit in the banking
department of the Central Railroad & Banking Company of Georgia, the claim
of this intervener being in the nature of a deposit in said banking depart-
ment, her claim was properly within the scope of that order and should be
paid. From this order the Central of Georgia Railway Company sued out this
appeal, assigning errors as follows: "(1) The Central of Georgia Railway
Company is not liable, under the order substituting it as defendant in this
case, for any debts of the Central Railroad & Banking Company of Georgia,
except such as are of a preferential nature, and this debt is not of this kind.
(2) The claim of the intervener is an unsecured claim not entitled to a legal
lien or equitable preference. (3) The Central Railroad &, Banking Company
of Georgia did not hold the dividends due the intervener as a trust fund,
there being no specific appropriation of money to the payment of dividends.
(4) The Central Railroad &, Banking Company of Georgia did not hold the
money due to the intervener as a deposit in its banking department. (5) The
order of this court dated March 7, 1892, wherein the receivers were ordered to
pay in full any depositors who had money on deposit in the banking depart-
ment of the Central Railroad & Banlilng Company of Georgia, and which is
referred to in the decree, is not applicable to the claim of this intervener, and,
in addition, said order was passed at a time when the Central Railroad &
Banking Company of Georgia was not alleged to be or found to be Insolvent.
(6) There Is nothing in the nature of the claim itself which would entitle it
to an equitable preference over any other creditor in this cause. (7) If tbe
court decides that Intervener's claim is entitled to priority. the decree ought to
provide that it should not be paid until she becomes a registered stockholder."
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T. M. Cunningham, Jr. for appellant.
W. L. Clay, for appellee.
Before PARDEE, McCORMICK, and SHELBY, Circuit Judges.

After reciting the foregoing, the opinion of the court was delivered
by PARDEE, Circuit Judge.
There is no substantial dispute that the appellee, Mary F. Paul,

was and is a creditor of the Central Railroad & Banking Company
of Georgia, and the question is whether the Central of Georgia Rail-
way Company is liable for her demand. The case shows that the
sale of the railway properties, under the foreclosure at the suit of the
Central Trust Oompany, the sale of the collateral securing the float·
ing debt claims, and the sale of the "overflow property," all were in
pursuance of a reorganization plan, which was carried out, and re-
sulted in the transfer of all the property and assets of the Central
Railroad & Banking Company of Georgia to the Oentral of Georgia
Railway Company; and the active participating reorganizers were
not only the creditors of the Central Railroad & Banking Oompany of
Georgia, secured by mortgage and otherwise, but included as well
the stockholders of said company; so that, for the purposes of the
present case, it is an indisputable fact that, notwithstanding all the
sales of property and other transactions in liquidation, the stockhold-
ers of the Central Railroad & Banking Company of Georgia retained
their interest and rights, and by virtue thereof are now either stock·
holders of the new reorganization, Central of Georgia Railway Com-
pany, or are otherwise provided for, and that the new company has
acquired, and now holds, all. the former property and assets of the
old company. It would seem from this state of facts that the appel-
lee has the right to look to the new company for the payment of her
claim. Railroad 00. v. Howard, 7 Wall. 392, is directly in point.
As epitomized in the syllabus, it is as follows: '
"A sale under foreclosure of mortgage on an insolvent railroad company.

expedited and made advantageous by an arrangement between the mortgagees
and the stockholders, under which arrangement the mortgagees, according to
their order, got more or less of their debt (100 to 30 per cent.), and the stock-
holders of the company the residue of the proceeds. a fraction (16 per cent.)
of the par of their stock, held fraudulent as against general creditors not se-
cured by the mortgage; and this although the road was mortgaged far above
its value, and on a sale in open market did not bring near enough to pay even
the mortgage debts, so that in fact, if there had been an ordinary foreclosure,
and one independent of all arrangement bptween the mortgagees and the
stockholders, the whole proceeds of sale would have belonged to the mort-
gagees."
In other adjudged cases we find principles declared as follows:
"Equity regards the capital stock and property of a corporation as held in

trust for the payment of the debts of the corporation, and recognizes the right
of creditors to pursue such properties into whosesoever possession the same
may be transferred, unless the stock or property has passed into the hands of
a bona fide purchaser; and the rule is well settled that stockholders are not
entitled to any share of the capital stock, nor to any dividend of the profits,
until all the debts of the corporation are paid." Scammon v. Kimball, 92 U.
S. 362, 367. "The property of a corporation is doubtless a trust fund for the
payment of its debts, in the sense that when the corporatiOlJ is. lawfully dis-
solved, and all its business wound up, or when it is insolvent, all its creditors
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are entitled, in equity, to have their debts paid out of the corporate property
before any distribution thereof among the stockholders. It is also true in
the case of a corporation, as in that of a natural person, that any conveyance
of property of the debtor, without authority of law, and in fraud of existing
creditors, is void as against them. Story, Eq. Jur. § 1252; Curran v. Arkan-
sas, 15 How. 304; Graham v. Railroad Co., 102 U. S. 148, 161; Railroad Co.
Howard, 7 Wall. 392; Goodin v. Canal Co., 18 Ohio St. 169." Railway Co.

v. Ham, 114 U. S. 587, 594, 5 Sup, Ct. 1081. "Any device by which the assets
of an insolvent corporation are to be parceled out between shareholders, leav-
ing creditors unpaid, is a fraud of which creditors affected may complain.
'l'hat such creditors may follow the purchase money thus wrongfully paid
into the hands of stockholders is very clear. That shareholders have only a
right to the surplus after all debts are paid is familiar law." Hailroad Co. v.
Evans, 14 C. C. A. 116, 128, 66 Fed. 822.
In one of the many orders issued by the court in the liquidation

IH'oeeedings was an invitation to the general creditors of the Central
Railroad & Banking Company of Georgia to intervene and assert their.
claims against the funds derived from the sale of the "overflow prop-
erty," in pursuance of which the present appellee intervened, assert·
ing h\:'1' claim. To recover the entire amount of her demand from the
new company, on the view herein presented, she might have been
driven to a bill in equity; but as there has been a full hearing in the
pret"ent proceeding, and the appellant has been permitted to make a
full defense, and as the decree appealed from does full equity between
the parties, it may well be affirmed without further pleading. Tak-
ing this view of the case, it is unnecessary to consider whether there
is any trust or other fund still under control of tM court out of which
appellee can be paid, or whether the appellee's claim is entitled to
consideration as one in which a special or general deposit to her
credit was made in the banking department of the Central Railroad
& Ranking Company of Georgia. The decree appealed from is af-
firmed.

T011PKINS v. CRAIG et aJ.
(Circuit Court, E. D. Pennsylvania. 11ay 11, 1899.)

EQUITY - MUI:rU'AUJOUS:KESS OF BILL - SUIT AGAIKST STOCKHOLDERS TO RE-
COVER ASSESS)IENTS.
A reeeiver of an insolvent Iowa bank cannot maintain a suit in equity

in a federal court against a number of stockholders to recover assessments
levied under the state statute, as the liahility of the defendants is sev-
eral, arising on their contracts of subscription, each of which is a sepa-
rate obligation, and is a legal, and not an equitable, liability.

On Demurrer to Bill.
A. T. Jenkin8 and Charles Chauncey, for complainant.
'rheo. F. Jenkins, for respondents.

JfcPHERSON, District Judge. The plaintiff is the receiver of an
insolvent Iowa bank, and the defendants are stockholders residing
in this district. The bill is brought to collect an assessment of 50
per tent. levied upon each of the defendants under the Iowa statute,
which provides that all8tockholders in corporations organized to trans·
ad a banking business shall be "individually and severally liable to


