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SYLLABUS

As the federal and the state courts exercise jurisdiction within the same territory,
derived from and controlled by separate authority, each must respect the
jurisdiction acquired over property by the other.

When either a federal or a state court of competent jurisdiction takes possession
of or acquires jurisdiction over property, that property is
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as effectually withdrawn from the jurisdiction of the other court as though removed
to the territory of another sovereignty. Wabash Railroad v. Adelbert College, 208
U.S.38 , 208 U. S.54 .

Jurisdiction over property, properly acquired by the state court on the qualification
of the receiver, is not lost by the giving of a supersedeas pending appeal which, as
in this case, merely suspends the order of appointment.

When a state court has acquired jurisdiction over property before any application
is made to the federal court, it has the right, while lawfully exercising that
jurisdiction, to determine how far it will permit any other court to interfere therewith.
People's Bank v. Calhoun, 102 U. S. 256 .

Jurisdiction over property by a state court so as to withdraw it from the jurisdiction
of federal court in the same territory does not necessarily depend on possession,
but is acquired as soon as the receiver has been appointed and has qualified.
Farmer's Loan & Trust Co. v. Lake St. Electric Railway Co., 177 U. S. 59
followed; Shields v. Coleman, 157 U. S. 168 , distinguished.

The courts of a state construe its statutes, and their judgment is conclusive in the
federal court.

Where the state courts have sustained a receivership of a foreign corporation on a
statute in force before the corporation entered the state, and such statute provides
for the appointment of a receiver in case of dissolution, forfeiture, insolvency, or
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imminent danger thereof, the fact that the receivership was also sustained under
provisions of an antitrust law passed after the corporation entered the state does
not amount to an unlawful interference of the rights of such corporation to transact
interstate commerce business.

Under the circumstance of this case, it is not proper to charge the costs and
expense of the receiver erroneously appointed by the federal court on
complainant, but those expense should be paid from the fund.

158 F. 705 modified and affirmed.
The facts are stated in the opinion.
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MR. JUSTICE DAY delivered the opinion of the Court.

This case grows out of the proceedings in the State of Texas to forfeit the permit of
the Waters-Pierce Oil Company to do business in that state, and the subsequent
proceedings for the appointment of a receiver of the property of the company in
the state court, just decided, Waters-Pierce Oil Co. v. Texas, Nos. 1 and 2, cases
Nos. 359 and 360, ante, pp. 212 U. S.86 , 212 U. S. 112 . Itis unnecessary, in
view of the recital of the facts contained in those cases, to repeat herein what is

there said in this connection.

On the nineteenth day of June, 1907, after the appointment of a receiver in the
state case and the acceptance and approval of his bond, an appeal was taken
from the District Court of Travis County to the court of civil appeals of Texas, and
bond given to supersede the receivership. Immediately thereafter and upon the
same day, a bill was filed by Bradley W. Palmer, one of the petitioners herein,
against the Waters-Pierce Oil Company, in the Circuit Court of the United States
for the Eastern District of Texas praying for the appointment of a receiver for the
Waters-Pierce Company. Palmer filed the bill as a stockholder in the company.
The bill is quite lengthy, and recited the proceedings in the District Court of Travis
County, Texas, stated in cases Nos. 359 and 369, ante, recites the appeal from
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the order appointing a receiver to the court of civil appeals, also the appeal from
the judgment terminating the right to do business in Texas, and for the recovery of
penalties.

The prayer of the bill is for the appointment of a receiver to take possession of the
property belonging to the company in Texas, that the business of the company
might be wound up,
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and its property sold, that the receiver be authorized to operate and manage the
property, etc.

On the same day, the Waters-Pierce Oil Company waived the service of
subpoena, confessed the averments of the bill, and the circuit court appointed
Chester B. Dorchester receiver.

On the same day, H. C. Pierce intervened and, repeating the allegations of the
original bill, prayed the same relief. On June 20, 1907, Dorchester qualified and
gave bond as receiver, and was put in possession of the property.

The cases involved in Nos. 359 and 360, ante, having been appealed to the court
of civil appeals, Robert J. Eckhardt, the state receiver appointed in the District
Court of Travis County, applied in the court of civil appeals for an order to obtain
possession of the property which had been placed in the hands of the federal
receiver.

The court of civil appeals, on June 28, 1907, handed down an opinion (103 S.W.,
836) in which it declined to make an order directing the receiver in the federal
court to surrender possession, but did direct its receiver, in conjunction with the
law officers of the State of Texas, to appear before the Circuit Court of the United
States for the Eastern District of Texas, and to there urge the rights of the state
and the prior jurisdiction of its courts over the property in question, and to ask for
such orders, decrees, and judgments as might be proper and necessary to protect
that jurisdiction.



Thereafter, on July 1, 1907, the State of Texas, through its officers and Eckhardt
as receiver, applied to the circuit court of the United States and prayed it to set
aside and annul its order appointing a federal receiver. On July 15, the circuit court
refused to grant the prayer of the State of Texas and the state receiver. The State
of Texas and Eckhardt as receiver took an appeal from the order of June 19, 1907,
appointing the federal receiver, and from the order of July 15, 1907, refusing to
vacate the order appointing Dorchester receiver. Thereupon the matter came on
for hearing in the circuit court of appeals, and that court, holding that the state
court had first acquired
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jurisdiction in the matter, reversed and vacated the order of the circuit court
appointing a receiver and remanded the case to the circuit court with directions to
discharge the receiver and to tax all the costs of the receivership against the
complainant. 158 F. 705.

If the state court had acquired jurisdiction over the property by the proceedings for
the appointment of its receiver, and had not lost the same by the subsequent
proceedings, then, upon well settled principles, often recognized and enforced in
this Court, there should be no interference with the action of the state courts while
thus exercising its authorized jurisdiction. The federal and state courts exercise
jurisdiction within the same territory, derived from and controlled by separate and
distinct authority, and are therefore required, upon every principle of justice and
propriety, to respect the jurisdiction once acquired over property by a court of the
other sovereignty. If a court of competent jurisdiction, federal or state, has taken
possession of property, or by its procedure has obtained jurisdiction over the
same, such property is withdrawn from the jurisdiction of the courts of the other
authority as effectually as if the property had been entirely removed to the territory
of another sovereignty. Wabash Railroad v. Adelbert College, 208 U. S. 38 , and
previous cases in this Court, cited therein at page 208 U. S. 54 .

The circuit court of the United States, in the appointment of a receiver in this case,
seems to have proceeded upon the theory that the proceedings in the state court
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had left the property in such a situation that it was no longer in custodia legis, and
was liable to seizure by adverse proceedings.

This situation had arisen, in the view of the circuit court, because the Waters-
Pierce Oil Company had given a bond securing the amount of penalties awarded
against it by the judgment, and had also given a bond in the sum of $100,000 in
order to suspend the powers of the receiver to act pending the appeal; and, in the
view of the learned circuit judge, the court of last resort of the State of Texas had
established the rule that
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an appeal from such order, and the giving of the security required by the court,
had the effect of returning the property to the owner, and to make the order
appointing the receiver inoperative. "It appears to me," says the learned judge,

“"that they [the Texas cases] announce the doctrine that the powers of the receiver
cease, and that the adverse party takes the security which the law furnishes, and
the defendant takes his property, with the right to use, control, and dispose of the
same."

158 F. 717.

The circuit court of appeals in this case, after reviewing the Texas cases, reached
a different conclusion, and held that the rulings of the Supreme Court of Texas
showed that the appeal and the giving of the bond had only the effect of
suspending the order appointing the receiver, and that the court had not lost
jurisdiction over the property by the bond given to supersede the order made.

If the courts of Texas had acquired jurisdiction over this property, and the
subsequent procedure amounted to simply suspending the order appointing the
receiver, then we are of opinion that the federal court had no right to intervene. If it
Is established that the state court had acquired jurisdiction over this property
before the application in the federal court was made, the court of the state had the
right to determine for itself, while continuing to lawfully exercise its prior



jurisdiction, how far it would permit any other court to interfere with such
possession and jurisdiction. People's Bank v. Calhoun, 102 U. S. 258 , 102 U.
S. 261 .

As already stated, after the case reached the court of civil appeals of Texas, an
application was made for relief against the receiver appointed by the United States
circuit court, and to obtain possession of the property. That court maintained (103
S.W. 836) that the state court had acquired jurisdiction over the property, that the
effect of the appeal was simply to suspend the order appointing the receiver, and
that the appellate court still had jurisdiction over the res the same as the trial
court had, and the court cited the decisions
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of the Supreme Court of Texas which seem to support that view.

The court of civil appeals subsequently affirmed the order appointing the receiver,
holding that the proceeding was authorized under the Act of April 11, 1907, and
the general statutes of Texas, authorizing the appointment of a receiver where a
corporation had forfeited its corporate rights. Article 1465, Sayles' Stats. of Texas.

Upon application to the Supreme Court of Texas, that court refused to allow a
petition in error to be filed, and the case was brought here, being No. 360, ante,
just disposed of, in which we held no federal question was raised.

The case also came before the Supreme Court of Texas, and is reported in
Waters-Pierce Oil Company v. The State, 106 S.W. 326. In that case, application
was made by the Attorney General in the supreme court of the state for the
appointment of a receiver, and the court, in deciding the motion, stated its reason
for recalling the mandate issued by the court of civil appeals upon the motion of
the Waters-Pierce Oil Company, and also passed upon the application of the
Attorney General of the State of Texas for an order revoking the order recalling the
mandate of the court of civil appeals, or a direction of the supreme court that the
state receiver take actual and physical possession of the property and conduct the
same under the order of the supreme court until the final disposition of the case.
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The grounds stated for the former order, recalling the mandate of the court of civil
appeals, were that, as the appellant, the Waters-Pierce Oil Company, had the right
to present an application for a writ of error to the supreme court, the clerk of the
court of civil appeals had no authority to issue the mandate on the judgment of that
court until the time had expired for an application for writ of error to the supreme
court, and the mandate was therefore withdrawn to await the action of the
supreme court upon the application for writ of error. As before stated, that
application for writ of error has since been
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denied. In stating its decision on the motion to withdraw the mandate, the
Supreme Court of Texas said:

"That decision in no wise interferes with any authority that the district court or the
receiver could lawfully exercise over the property of the oil company during the
pendency of that appeal.”

In considering the effect of the appeal, the Supreme Court of Texas cited the
previous cases in Texas, and used the following language (106 S.W. 330):

“This Court has no power to direct or authorize Eckhardt to take charge of the
property of the defendant company, when the statute expressly provides that the
giving of the appeal bond shall suspend the action of the court in that regard. If the
appeal did not have the effect to suspend the execution of the order, the judge had
authority to limit the appointment, as he did by his order, in which it is thus
expressed:”

"And now, on this, the 15th day of June, 1907, in open court, it is ordered by the
court in the above cause that $100,000 be and the same is hereby fixed as the
amount of bond which the defendant shall be required to give in order to
supersede the judgment of the court, placing defendant's property in the hands of
a receiver, and it is further ordered that, upon the approval of the court and the
filing with the clerk by defendant of a good and sufficient bond, conditioned as
required by law for said amount, further proceedings herein be suspended pending



appeal. But this order shall not affect or rescind the order heretofore entered
prohibiting and enjoining the defendant, its servants, officers, agents, and
attorneys, from removing any of its property or assets beyond the limits of the
State of Texas; but said injunction shall remain in full force and effect pending the
appeal from the order appointing a receiver herein."

"We do not, however, intimate a doubt upon the proposition which we have
asserted, that the appeal, by the filing of the bonds by the defendant in that court,
suspended the operation of the order appointing the receiver until the final
decision of the case."

The Supreme Court of Texas has therefore decided in this case,
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as we think it had held in its former decisions, cited in the opinion of Judge Shelby,
speaking for the court of appeals in this case, that the effect of the appeal and
bond was merely to suspend the order appointing the receiver pending the
determination of the appeal.

In this attitude of affairs, had the circuit court of the United States authority to take
possession of the property under the bill filed in that court for the appointment of a
receiver?

We think the law of this Court is well established to be that jurisdiction over the
property was acquired by the state courts when the receiver was appointed, the
judicial process served, and the receiver duly qualified, although the state receiver
had not taken actual possession of the property. This principle was recognized in
Farmers' Loan & Trust Co. v. Lake Street Electric Ry. Co., 177 U. S. 59 , in which
this Court said:

"The possession of the res vests the court which has first acquired jurisdiction
with the power to hear and determine all controversies relating thereto, and, for the
time being, disables other courts of coordinate jurisdiction from exercising like
power. This rule is essential to the orderly administration of justice, and to prevent
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unseemly conflicts between courts whose jurisdiction embraces the same subjects
and persons. Nor is this rule restricted in its application to cases where property
has been actually seized under judicial process before a second suit is instituted in
another court, but it often applies as well where suits are brought to enforce liens
against specific property, to marshal assets, administer trusts, or liquidate
insolvent estates, and in suits of a similar nature where, in the progress of the
litigation, the court may be compelled to assume the possession and control of the
property to be affected. The rule has been declared to be of especial importance in
its application to federal and state courts. Peck v. Jenness, 7 How. 612;
Freeman v. Howe, 24 How. 450; Moran v. Sturges, 154 U. S. 256 ; Central
National Bank v. Stevens, 169 U. S. 432 ; Harkrader v. Wadley, 172 U. S. 148

If this rule is not applied, a court of competent jurisdiction,
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which, by the law of its own procedure, has acquired jurisdiction of property, may
find itself, as in this case, after final judgment, maintaining its right over the
property at the conclusion of the litigation deprived of the subject matter of the suit.
Indeed, this case would be an apt illustration of that situation. The courts of Texas
have sustained the right to the receivership, and have held it was only suspended
pending the appeal; but when it comes to enforcing the right to administer the
property, if the federal receivership is maintained, the court of original jurisdiction
finds itself stripped of the property, and the same being administered in another
court which acquired its dominion over the property after it had become subject to
the state jurisdiction.

It is further contended that this case is controlled by the principles laid down in
Shields v. Coleman, 157 U. S. 168 . But in that case, before there was an attempt
to appoint a receiver and take possession of the property by the second

proceedings, the first receiver had been discharged and the property restored to
the owner, who had given a bond for the forthcoming of the property to answer the
judgment. In this case, the receivership had merely been suspended when the
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application was made to the federal court, and the receiver's bond was conditioned
to account for the rental value of the property pending the appeal.

A special ground for the appointment of a receiver by the federal court is said to
exist in the danger that the Waters-Pierce Oil Company might be made the subject
of prosecutions and its officers interfered with or intimidated pending the appeal,
and while the receivership was in abeyance because of the appeal from the order
appointing him. When a similar contention was made in the Supreme Court of
Texas in support of the application of the state for the appointment of a receiver in
that court, the Supreme Court of Texas said:

“If, in the use of its property, the Waters-Pierce Oil Company should violate the
laws of the state during the pendency of its appeal, it would be liable to
prosecution and punishment in the same manner as for acts done before the trial
of this case, and if
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the safety of the persons in charge of the property is endangered in any manner
the courts are open to them to seek their protection where the jurisdiction has
been lodged by the Constitution of this state for such purposes. The trial court has
no less power now to prevent a violation of the laws of this state by the conducting
of the business of the Waters-Pierce Oil Company than it had before the trial."

106 S.W. 331.

It is submitted by the counsel for the petitioners that the effect of the appointment
of the receiver in the state court was to violate the right of the Waters-Pierce Oil
Company to carry on its business of an interstate character. It is true that the
original proceedings which resulted in forfeiting the permit of the Waters-Pierce Oil
Company to do business in the State of Texas resulted in a judgment forfeiting the
permission theretofore given by the state, except the interstate business of the
company.



If the proceedings for the appointment of a receiver had been sustained as merely
in aid of the original judgment, and, for the purpose of carrying that into effect,
there would have been cogency in this argument. It is to be remembered that the
state courts of Texas have sustained the proceedings for the appointment of a
receiver (No. 360, ante, p. 212 U. S. 112 ) not only under the Act of April 11,
1907, which makes special provision for carrying out judgments under the antitrust

laws of the state and for the appointment of a receiver in such cases, but have
maintained as well the right of the courts of Texas to appoint the receiver under
the general statutes of the State of Texas (3, Art. 1465, Sayles' Statutes), giving
authority to apply in any court of competent jurisdiction in certain cases, among
others, where a corporation has been dissolved, or is insolvent, or is in imminent
danger of insolvency, or has forfeited its corporate rights.

The Texas courts have the right to construe their own statutes, and their judgment
in such matters is conclusive upon the federal courts. We have, therefore, a case
where the appointment of a receiver has been sustained by the highest court of
the state under a general statute giving the right to appoint receivers

Page 212 U. S. 132

in such cases and to take possession of the property of the corporation in the
state.

This statute was admittedly in force before the permit of the Waters-Pierce
Company to do business within the State of Texas was granted. Under this
statute, no less than the special Act of April 11, 1907, the courts of the state have
held that the receivership can be maintained under the procedure had in this case,
and that the appeal merely suspended the receivership. In that view, there is no
unlawful interference with the rights of the company to transact interstate
commerce business.

Upon the whole case, we are of opinion that the courts of Texas had not lost the
jurisdiction which they had acquired by the appointment of the receiver, and that
the federal court ought not to have appointed a receiver to take possession of the
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property. We think the circuit court of appeals was right in reversing the order of
the circuit court appointing the receiver. In that court, the costs of the receivership
were assessed against Palmer, the original complainant. The receivership has
gone on pending the proceedings upon appeal, and we are of opinion that justice
will be done if the costs of the receivership are paid out of the fund realized in the
federal court, and it is so ordered; otherwise the judgment of the circuit court of
appeals is

Affirmed.
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