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SYLLABUS

A bond to secure sales made on a credit for a specified period means that the
purchasers shall not be called on for payment until after the expiration of that
period, and if the declaration shows that such period has actually elapsed since
the sales sued for were made, it is sufficient although it may not allege that the
sales were made on the specified terms.

Pleas in defense to a suit on such a bond alleging damages for failure to sell on
the terms and for prices agreed must be distinct and set forth the details. In order
to found a cause of action on the shortcomings of another, they must be so plainly
set up as to show that they were the proximate and natural cause of actual
damages sustained.

Where a bond given to secure payment for goods sold to the principals on a
specified credit is complete on its face, it is a clear and separate contract between
the sellers and the signers of the bond, and the liability of the sureties is not, in the
absence of any separate agreement in writing, affected by any future alterations of
the prices of merchandise sold, provided the specified credit is allowed, and parol
evidence to show the existence of any other agreement as to prices between the
principals of the bond is not admissible.

A plea alleging damages for breaking up a partnership is insufficient in the
absence of an allegation as to duration of the partnership, as no action lies for
terminating, or inducing the termination of, a partnership at will.

23 App.D.C. 193 affirmed.

The defendants in error, who were the plaintiffs below and are hereafter so called,
brought an action in the Supreme Court of the District of Columbia on December
10, 1904, against the plaintiffs in error and others, hereafter called the defendants,
on a bond, and obtained a judgment, which was entered February 24, 1905, for
$5,000 and interest thereon from that date. On appeal, the Court of Appeals of the
District affirmed the judgment, 26 App.D.C.193, and the defendants (the two
McGuires) brought the case here by writ of error.



The declaration in the action alleged the execution of a bond by all of the
defendants in the action, dated the eleventh day of September, 1903, which bound
the defendants in the
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sum of $5,000, to be paid to the plaintiffs, subject to the condition therein stated.
The recital in the bond was that Monaghan and J. Charles McGuire were desirous
of purchasing merchandise from plaintiffs

"now and from time to time hereafter, which the said John F. Monaghan and J.
Charles McGuire have bound and hereby bind themselves to pay for in four
months after the date of each respective purchase,"

and the condition was as follows:

“That if the said John F. Monaghan and J. Charles McGuire shall strictly and
faithfully pay or cause to be paid to said Rosskam, Gerstley & Company for
merchandise now and hereafter so purchased, the moneys due and to become
due thereon when and as the same shall become due and payable, then this
obligation shall be null and void, otherwise it shall remain in full force and virtue."

The defendants John F. Monaghan and J. Charles McGuire were principals, and
the other defendants, William McGuire and John W. Clark, were sureties. Clark
sued out a separate writ of error, which is hereafter disposed of. It was further
alleged in the declaration that, on the days set forth in the particulars of demand
annexed, and which formed part of the declaration, the defendants Monaghan and
J. Charles McGuire purchased from the plaintiffs merchandise aggregating the
sum of $14,497.16; that they had paid on account thereof at various times, as
shown in said particulars of demand above mentioned, the sum of $9,100.48,
leaving a balance overdue and unpaid amounting to $5,396.68, which it was
averred the defendants had not paid or caused to be paid to the plaintiffs, and that
the whole balance was still due to the plaintiffs, to their damage of $5,000, with
interest, besides costs.



The statement annexed to the declaration showed merchandise sold to the
defendants by the plaintiffs, commencing September 24, 1903, through almost
every month from that time up to and including July 27, 1904, and amounting to
the total sum stated in the declaration. The credit side of the
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demand also showed payments by the defendants from and including October 27,
1903, up to and including November 11, 1904, and amounting to the sum stated in
the declaration, and leaving a balance due as stated therein.

Judgment by confession was obtained against the defendant Monaghan for
$5,000, with interest and costs. The defendants J. Charles McGuire, one of the
principals in the bond, and William McGuire, one of the sureties therein, filed two
joint pleas to the declaration, and the defendant William McGuire subsequently
filed three separate pleas, and still later three additional pleas.

The plaintiffs first demurred to the joint pleas of the defendants J. Charles McGuire
and William McGuire, and to the three separate pleas of the defendant William
McGuire. They thereafter filed a demurrer to the three additional pleas of
defendant William McGuire which had subsequently been filed. Both demurrers
were sustained and, the defendants refusing to amend their pleas, final judgment
was entered against them.

The first (so numbered in the record) joint plea of defendants J. Charles McGuire
and William McGuire alleged the indebtedness of the plaintiffs to the defendants
John F. Monaghan and J. Charles McGuire in the sum of $10,000, because that,
on the twenty-fifth of August, 1903, the plaintiffs entered into an agreement with
Monaghan and J. Charles McGuire (the two principals in the bond), by which the
plaintiffs agreed that, if the principals would form a copartnership for carrying on, in
the District of Columbia, a wholesale liquor dealer's business, and deal in
spirituous liquors, to be furnished by the plaintiffs, and would also furnish to
plaintiffs a bond in the sum of $5,000, with the defendants Clark and William
McGuire as sureties, conditioned for the payment to the plaintiffs of the amount of



the indebtedness to be incurred by Monaghan and McGuire in the purchase by
them from the plaintiffs, from time to time, of such merchandise, that then, in
consideration thereof, the plaintiffs would sell and furnish to
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Monaghan and McGuire, whenever requested by them, from time to time at and
for certain prices then specified and agreed upon by the parties to that agreement,
the merchandise required in said business and so to be requested, and would
allow to them for the goods so requested and required a continuous credit of
$10,000, and that they should sell such merchandise to their customers in said
business upon such terms as to time and otherwise as they should find and
believe to be the best terms obtainable, having in view the establishment and
maintenance in said District of a demand for the plaintiffs' goods, and that the said
Monaghan and McGuire would not be required to pay for the goods so sold to their
customers until they could make collections therefor from their said customers. It
was then further understood by and between all the parties to the said agreement,
and as part thereof, that said Monaghan and McGuire would enter upon said
business without means or capital to sustain the same other than the continuous
credit aforesaid, and that, in order to perform their part of said agreement, they
would be required to make sales of said merchandise to their customers on credit,
to be paid for by said customers in periods varying according to circumstances, as
stated. The plea then set up that, on the date first mentioned (August 25, 1903),
the said Monaghan and McGuire formed a copartnership for the purpose stated,
and thereafter furnished to the plaintiffs a bond (the one in suit) prepared by the
plaintiffs, and which the plaintiffs accepted, and the defendants then entered upon
and fully established the business mentioned, and in all respects performed their
said agreement, so far as they were permitted by the plaintiffs to perform the
same. That they had obtained a large number of customers, to-wit, from seventy to
eighty at great labor and expense, to whom they sold on the terms mentioned
goods purchased by them from the plaintiffs, and that, from the twenty-fourth day
of September, 1903, to the tenth day of December, 1903, the plaintiffs furnished to
Monaghan and McGuire, from time to time under said
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agreement, merchandise amounting in the aggregate to $10,617.55, which they in
turn sold to their customers, excepting only a portion of said merchandise, which
they returned to, and which was accepted by, the plaintiffs. That the plaintiffs, on
the tenth day of December, 1903, wrongfully, and with the intent to destroy the
business so established, and to sell goods directly to said customers, drew on said
Monaghan and McGuire for the sum of $1,500 on their said account, and sent
through various banks the draft to them, and on the eleventh of December, 1903,
the plaintiffs wrongfully refused to furnish merchandise to the above-named
defendants at the price stated, but demanded a large increase over those prices,
and, on the thirteenth day of January, 1904, wrongfully refused to furnish more
goods under said agreement or further to perform said agreement, and forced the
said Monaghan and McGuire to abandon their said business, which they had
established at great expense, to-wit, an expense of not less than $10,000 and in
which their profits were very great; whereby the plaintiffs wrongfully destroyed the
credit and business of said Monaghan and McGuire and violated the agreement of
August 25, 1903, and the said Monaghan and McGuire were and each of them
was thereby injured and damaged in the sum of $10,000, for which sum the said J.
Charles McGuire claims judgment against the plaintiffs, and the defendants aver
that they are willing that the same may be set off against the plaintiffs' demand.

The second joint plea of the same defendants (so numbered in the record) set up
In substance the same agreement as the first, except that agreement was alleged
to have been made September 11, 1903, and the bond was conditioned for the
payment by the principals for all merchandise to be furnished by the plaintiffs on
four months' credit. The plea also omitted the agreement that the principals
(Monaghan and McGuire) would not be required to pay the plaintiffs until they (the
principals in the bond) could make collections from their customers. The plea also
alleged that the plaintiffs, shortly

Page 204 U. S. 494



after the execution of the bond in suit, wrongfully refused to sell to the principals
therein merchandise on credit to the amount of $10,000 at and for the prices
stated in the agreement, and wholly neglected and refused to perform the
agreement between them and the principals in the bond, whereby Monaghan and
McGuire were forced to abandon their said business and lose all the money and
time expended by them in and about the same, and amounting to not less than
$10,000, and were, and each of them was, injured and damaged in the sum of
$10,000, for which sum the said J. Charles McGuire claimed judgment against the
plaintiffs, and the defendants were willing that the same should be set off against
the claim of plaintiffs.

Thereafter the defendant William McGuire filed three separate pleas. The first
separate plea (numbered 1 in the record) alleged an indebtedness of the plaintiffs
to William McGuire in the sum of $5,000, for that, on the eleventh day of
September, 1903, and in consideration of plaintiffs agreeing to sell merchandise to
Monaghan and McGuire at and for certain prices named in the agreement, and to
give them a continuous credit of $10,000 for merchandise sold to them by
plaintiffs, the defendants did agree to and did sign the bond mentioned in the
declaration, but the plaintiffs wrongfully refused to perform the agreement, or to
sell to Monaghan and McGuire merchandise at the prices named in the
agreement, or to allow them the continuous credit mentioned therein, whereby
they were prevented from paying for the merchandise purchased and mentioned in
the declaration, and the defendant thereby incurred great liability, and was injured
and damaged in the sum of $5,000, and claimed judgment therefor, and was
willing that the same might be set off against the demand of plaintiffs.

The second separate plea (numbered 2 in the record) set forth the same
agreement and bond and consideration therefor that is mentioned in the first
separate plea, and added that the plaintiffs, on December 11, 1903, and, again, on
the twenty-third day of March, 1904, without the knowledge or consent
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of the defendant, entered into other agreements with Monaghan and McGuire to
sell to them at different prices and terms of sale, the merchandise purchased from
plaintiffs by them, and that, since December 11, 1903, the plaintiffs have refused
to sell merchandise to Monaghan and McGuire at the prices named in the
agreement, though requested to do so, whereby the defendant was discharged
from his liability.

The third separate plea (numbered 3 in the record) alleged that the merchandise
mentioned in the declaration as having been sold was purchased by the
defendants Monaghan and McGuire under an agreement not under seal, entered
into before and since the eleventh day of September, 1903, between them and the
plaintiffs, and not according to the terms of the bond mentioned in the declaration,
wherefore the defendant prayed judgment if he ought to be charged with the said
debt by virtue of said bond.

Subsequently, the same defendant filed three additional pleas. By the first
additional plea (which is numbered 4 in the record) he alleges that, prior to signing
the bond plaintiffs agreed with the principals therein to sell the merchandise
referred to in the bond at and for certain prices specified in a letter dated August
25, 1903, sent by the plaintiffs to the principals in the bond. The plaintiffs
represented to the defendant that the agreement was applicable to all
merchandise to be purchased under the bond, and plaintiffs thereby intended to
induce defendant to sign the bond, which he did in reliance upon that statement.
Thereafter, the principals purchased from the plaintiffs merchandise amounting to
$14,477.16 and no more, and the sum of $10,617.55 was for merchandise
purchased at the prices agreed upon, and the balance, $3,859.61, was for
merchandise purchased at greatly enhanced prices, made under an agreement
entered into on or about the eleventh day of December, 1903, without the
knowledge or consent of defendant; that the principals paid plaintiffs on account of
said sum of $10,617.55 the sum of $9,100.48, leaving due to the plaintiffs under
the bond $1,517.07 and no more.
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By the second additional plea (numbered 5 in the record), the defendant set up
substantially the same agreement as to signing the bond and the consideration
therefor, and then made the additional averment that the agreement was that the
plaintiffs would not at any time exceed the sum of $10,000 in their sales to the
principals, but the plaintiffs failed to perform the conditions, or any of them, and
refused to sell at the agreed prices, and also permitted the indebtedness of the
principals to continue from December 10, 1903, to January 21, 1904, to be greatly
in excess of $10,000, by all of which defendant was discharged.

By the third additional plea (numbered 6 in the record) the defendant alleged the
partnership agreement between the principals in the bond, but did not allege that
there had been any time ever agreed upon for the continuance of such
partnership, and further alleged that, during the year 1903, the principals in the
bond had established a good business, and the bond was executed and delivered
to the plaintiffs for the purpose of establishing and maintaining the credit of the
principals with the plaintiffs; but that, on or about January 12, 1904, the plaintiffs,
for the purpose of securing the customers which the principals in the bond had
obtained for themselves, and for the purpose of selling directly to those customers,
wrongfully induced Monaghan to withdraw from the partnership and enter the
employ of plaintiffs, which Monaghan did, and that thereby the business of the
principals was wholly destroyed, and by reason thereof they were unable to pay
for the merchandise referred to in the bond and declaration, all of which was
without the knowledge or consent of the defendant, by reason whereof defendant
was discharged from all liability under the bond.
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MR. JUSTICE PECKHAM, after making the foregoing statement, delivered the
opinion of the Court.

The declaration in this case is attacked by the defendants under the rule that the
court will go back to the first substantial defect appearing in the pleadings before
the filing of the demurrer. The criticism made by the defendants upon the



declaration is that it does not sufficiently show a violation of the terms of the bond.
The defendants say the bond limits the liability of the sureties to pay for such
merchandise
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only as was sold on a four months' credit, and that the declaration does not show
that the terms of the sale of the merchandise were those which were set forth in
the bond. The declaration shows a failure to pay for certain merchandise alleged
to have been sold to the defendants, amounting to a stated sum on the date set
forth in the particulars of demand, which demand was annexed to and forms a part
of the declaration. This demand showed that the last item of sale was made July
27, prior to December 11, 1904. The condition of the bond meant that the
defendants should not be called upon to pay until after the expiration of four
months from the date of each of the respective purchases. The defendants had, as
the pleadings show, paid for all the merchandise purchased, except the balance
therein stated, and four months had in fact elapsed since the last sale. The
defendants have therefore obtained four months after the purchase before they
were called upon to pay. We think the declaration was sufficient.

We are also of opinion that the two joint pleas of J. Charles McGuire and William
McGuire, and the first separate plea of the latter, which, it is contended, set up
offsets to the plaintiffs' claim, did not allege facts with sufficient distinctness to
constitute a defense to the action. Neither of these pleas is sufficiently distinct to
constitute a good pleading. What the special agreement was that is alleged to
have been made between the principals in the bond and the plaintiffs, in
consideration of which the bond was signed by the surety, is not stated with any
degree of particularity. It simply states that the agreement in this respect was that
the merchandise should be sold to the principals in the bond at and for certain
prices specified in the agreement, but the pleas do not set them forth, nor do they
state for how long a time such agreement was to remain in existence, nor how the
defendants suffered damage to the extent named in the pleas, or to any extent. It
Is impossible for a court to see how these damages would necessarily or probably
flow from a violation of said
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agreement, or that they could form a basis for any legal demand flowing from not
longer fulfilling the terms of the alleged contract. The damages alleged in the pleas
are most remote, vague, and shadowy in their nature, such as could not have
been contemplated by any party to the alleged agreement, as the probable result
of its violation. While rules of pleading have become more liberal in modern days,
yet, in order to found a cause of action on the alleged shortcomings of another,
they must at least be so far plainly set up as to show actual damage and the
wrongful act of the other party as the proximate and natural cause. The particulars
of the alleged resulting damages should be so far set forth that the court may be
able to see therefrom that such alleged damages are neither obscure, vague, nor
shadowy, but might, and probably would, naturally result from the acts complained
of. Within such limitations, which have always existed, the three pleas are
insufficient.

The next succeeding plea is marked in the record the second separate plea of the
defendant William McGuire. The court below treated this plea, together with the
third separate plea of the defendant, and his fifth (in truth, the second) additional
plea, as together resting upon common ground. We think they may be properly so
regarded. It is seen from the whole record that the principals in the bond sued on
were expecting to have business transactions with the plaintiffs, by purchasing
from them liquors, which they expected to sell to others at profit, but the plaintiffs
did not care to sell the goods to these principals without some security for payment
of the goods sold when cash payment was not exacted. The bond in suit was
thereupon agreed to be given as security for the payment of the merchandise to
be sold by the plaintiffs to the principals, and which the principals were bound to
pay for in four months after the date of each respective purchase. This is a clear
and separate contract between the plaintiffs and the signers of the bond, and there
Is nothing in the declaration or bound which shows the existence of any
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other agreement than that mentioned therein, or that an alteration in the prices of
the goods sold to the principals by the plaintiffs could, or would, have any effect
upon the liability of the sureties. The bond being complete, in itself, on its face, it
cannot be seen that any future alteration of the prices for the sale of the
merchandise, arrived at between the plaintiffs and the principals in the bond,
would be material to or alter the liability of the sureties for the payment of the
merchandise sold and delivered at the prices agreed upon, after four months from
the date of purchase. There is no allegation in these pleas that any separate
agreement was in writing, and the bond itself does not show the existence of any
other agreement or the sale of the property upon any other conditions than those
mentioned in the bond itself. Under such circumstances, evidence by parol going
to show any other agreement between the principals of the bond and the plaintiffs
would not be admissible. Seitz v. Brewers' Refrigerating Machine Co., 141 U. S.
510 ; Domestic Sewing Machine Co. v. Webster, 47 la. 357. In holding these
pleas insufficient, we think the court below was right.

This leaves the fourth (the first additional) and the sixth (the third additional) pleas.
The fourth plea alleges that the merchandise referred to in the bond was to be sold
at and for certain prices specified in a letter dated August 25, 1903, and sent by
plaintiffs to Monaghan and McGuire. What those prices were is not stated in the
plea, while the representations alleged in the plea to have been made, that the
agreement was applicable to all merchandise to be purchased under the bond,
would require parol evidence, as there is no pretense that these representations
were made in writing, or that the letter referred to them in any way. The same
consideration existing in regard to the pleas last mentioned would operate here
and render the plea insufficient.

The third additional plea (marked 6 in the record) attempts to set up a cause of
action against the plaintiffs because, as alleged, they induced the defendant
Monaghan to dissolve
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the partnership between him and McGuire and to enter the plaintiffs' employ for
the purpose, on plaintiffs' part, of increasing the plaintiffs' profits and with intent to
wrongfully destroy the business of the defendants Monaghan and McGuire. As the
court below well says, there is in this plea no allegation as to how long the
partnership was to continue, and no action would lie for terminating or inducing the
termination of a partnership at will. Karrick v. Hannaman, 168 U. S. 328 , 168 U.
S. 333 . We do not see how any legal damage to the sureties under such
circumstances can be said to be the proximate, natural, or probable result of such
action on the part of the plaintiffs. After the dissolution of the partnership, of
course, no sales could thereafter be made, and in relation to sales already made
with credit according to the terms of the bond, it is impossible to see how it could
be said that the ruin of the business of the principals of the bond, and hence the
damage to the sureties, could be regarded as the probable consequence of the act
of the plaintiffs in procuring Monaghan to dissolve the partnership and enter their
employ. Whether treated as an offset or recoupment, or simply as an independent
cause of action, the plea does not set up facts sufficient to constitute a valid set-
off, recoupment, or cause of action.

The judgment of the Court of Appeals was right and is

Affirmed.
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