CROMWELL v. COUNTY OF SAC
Supreme Court of the United States, 1876.
94 U.S. (4 Otto) 351, 24 L.Ed. 195.

MR. JUSTICE FIELD delivered the opinion of the court.

This was an action on four bonds of the county of Sac, in the State of Iowa, each for
$1,000, and four coupons for interest, attached to them, each for $100. The bonds were is-
sued in 1860, and were made payable to bearer, in the city of New York, in the years 1868,
1869, 1870, and 1871, respectively, with annual interest at the rate of ten per cent a year.

To defeat this action, the defendant relied upon the estoppel of a judgment rendered in
favor of the county in a prior action brought by one Samuel C. Smith upon certain earlier
maturing coupons on the same bonds, accompanied with proof that the plaintiff Cromwell
was at the time the owner of the coupons in that action, and that the action was prosecuted
for his sole use and benefit.

The questions presented for our determination relate to the operation of this judgment as
an estoppel against the prosecution of the present action, and the admissibility of the evi-
dence to connect the present plaintiff with the former action as a real party in interest.

In considering the operation of this judgment, it should be borne in mind, as stated by
counsel, that there is a difference between the effect of a judgment as a bar or estoppel
against the prosecution of a second action upon the same claim or demand, and its effect as
an estoppel in another action between the same parties upon a different claim or cause of
action. In the former case, the judgment, if rendered upon the merits, constitutes an abso-
lute bar to a subsequent action. It is a finality as to the claim or demand in controversy, con-
cluding parties and those in privity with them, not only as to every matter which was offered
and received to sustain or defeat the claim or demand, but as to any other admissible matter
which might have been offered for that purpose. Thus, for example, a judgment rendered
upon a promissory note is conclusive as to the validity of the instrument and the amount due
upon it, although it be subsequently alleged that perfect defences actually existed, of which
no proof was offered, such as forgery, want of consideration, or payment. If such defences
were not presented in the action, and established by competent evidence, the subsequent al-
legation of their existence is of no legal consequence. The judgment is as conclusive, so far as
future proceedings at law are concerned, as though the defences never existed. The lan-
guage, therefore, which is so often used, that a judgment estops not only as to every ground
of recovery or defence actually presented in the action, but also as to every ground which
might have been presented, is strictly accurate, when applied to the demand or claim in con-
troversy. Such demand or claim, having passed into judgment, cannot again be brought into
litigation between the parties in proceedings at law upon any ground whatever.

But where the second action between the same parties is upon a different claim or de-
mand, the judgment in the prior action operates as an estoppel only as to those matters in
issue or points controverted, upon the determination of which the finding or verdict was ren-
dered. In all cases, therefore, where it is sought to apply the estoppel of a judgment rendered
upon one cause of action to matters arising in a suit upon a different cause of action, the in-
quiry must always be as to the point or question actually litigated and determined in the
original action, not what might have been thus litigated and determined. Only upon such
matters is the judgment conclusive in another action.

The difference in the operation of a judgment in the two classes of cases mentioned is
seen through all the leading adjudications upon the doctrine of estoppel. Thus, in the case of
Outram v. Morewood, the defendants were held estopped from averring title to a mine, in an
action of trespass for digging out coal from it, because, in a previous action for a similar tres-
pass, they had set up the same title, and it had been determined against them. In comment-
ing upon a decision cited in that case, Lord Ellenborough, in his elaborate opinion, said:
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It is not the recovery, but the matter alleged by the party, and upon which the recovery
proceeds, which creates the estoppel. The recovery of itself in an action of trespass is
only a bar to the future recovery of damages for the same injury; but the estoppel pre-
cludes parties and privies from contending to the contrary of that point or matter of
fact, which, having been once distinctly put in issue by them, or by those to whom they
are privy in estate or law, has been, on such issue joined, solemnly found against them.

* ok ok

Thel ] cases, usually cited in support of the doctrine that the determination of a question
directly involved in one action is conclusive as to that question in a second suit between the
same parties upon a different cause of action, negative the proposition that the estoppel can
extend beyond the point actually litigated and determined. The argument * * * that a par-
ticular point was necessarily involved in the finding in the original action, proceeded upon
the theory that, if not thus involved, the judgment would be inoperative as an estoppel.

ok ok

It is not believed that there are any cases going to the extent that because in the prior ac-
tion a different question from that actually determined might have arisen and been litigated,
therefore such possible question is to be considered as excluded from consideration in a sec-
ond action between the same parties on a different demand, although loose remarks looking
in that direction may be found in some opinions. On principle, a point not in litigation in one
action cannot be received as conclusively settled in any subsequent action upon a different
cause, because it might have been determined in the first action.

Various considerations, other than the actual merits, may govern a party in bringing
forward grounds of recovery or defence in one action, which may not exist in another action
upon a different demand, such as the smallness of the amount or the value of the property in
controversy, the difficulty of obtaining the necessary evidence, the expense of the litigation,
and his own situation at the time. A party acting upon considerations like these ought not to
be precluded from contesting in a subsequent action other demands arising out of the same
transaction. A judgment by default only admits for the purpose of the action the legality of
the demand or claim in suit: it does not make the allegations of the declaration or complaint
evidence in an action upon a different claim. The declaration may contain different state-
ments of the cause of action in different counts. It could hardly be pretended that a judg-
ment by default in such a case would make the several statements evidence in any other pro-
ceeding.

There is nothing * * * which gives support to the doctrine that, whenever in one action a
party might have brought forward a particular ground of recovery or defence, and neglected
to do so, he is, in a subsequent suit between the same parties upon a different cause of ac-
tion, precluded from availing himself of such ground.

If, now, we consider the main question presented for our determination * * * its solution
will not be difficult. It appears from the findings in the original action of Smith, that the
county of Sac, by a vote of its people, authorized the issue of bonds to the amount of $10,000,
for the erection of a court-house; that bonds to that amount were issued by the county judge,
and delivered to one Meserey, with whom he had made a contract for the erection of the
court-house; that immediately upon receipt of the bonds the contractor gave one of them as a
gratuity to the county judge; and that the court-house was never constructed by the contrac-
tor, or by any other person pursuant to the contract. It also appears that the plaintiff had
become, before their maturity, the holder of twenty-five coupons, which had been attached to
the bonds; but there was no finding that he had ever given any value for them.2 The court

2 [EDITOR’S NOTE] Justice Field here refers to what is known today as a holder in due course.
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below held, upon these findings, that the bonds were void as against the county, and gave
judgment accordingly. The case coming here on writ of error, this court held that the facts
disclosed by the findings were sufficient evidence of fraud and illegality in the inception of
the bonds to call upon the holder to show that he had given value for the coupons; and, not
having done so, the judgment was affirmed. Reading the record of the lower court by the
opinion and judgment of this court, it must be considered that the matters adjudged in that
case were these: that the bonds were void as against the county in the hands of parties who
did not acquire them before maturity and give value for them, and that the plaintiff, not hav-
ing proved that he gave such value, was not entitled to recover upon the coupons. Whatever
illegality or fraud there was in the issue and delivery to the contractor of the bonds affected
equally the coupons for interest attached to them. The finding and judgment upon the inva-
lidity of the bonds, as against the county, must be held to estop the plaintiff here from aver-
ring to the contrary. But as the bonds were negotiable instruments, and their issue was au-
thorized by a vote of the county, and they recite on their face a compliance with the law pro-
viding for their issue, they would be held as valid obligations against the county in the hands
of a bona fide holder taking them for value before maturity, according to repeated decisions
of this court upon the character of such obligations. If, therefore, the plaintiff received the
bond and coupons in suit before maturity for value, as he offered to prove, he should have
been permitted to show that fact. There was nothing adjudged in the former action in the
finding that the plaintiff had not made such proof in that case which can preclude the pre-
sent plaintiff from making such proof here. The fact that a party may not have shown that
he gave value for one bond or coupon is not even presumptive, much less conclusive, evidence
that he may not have given value for another and different bond or coupon. The exclusion of
the evidence offered by the plaintiff was erroneous, and for the ruling of the court in that re-
spect the judgment must be reversed and a new trial had.

Upon the second question presented, we think the court below ruled correctly. Evidence
showing that the action of Smith was brought for the sole use and benefit of the present
plaintiff was, in our judgment, admissible. The finding that Smith was the holder and owner
of the coupons in suit went only to this extent, that he held the legal title to them, which was
sufficient for the purpose of the action, and was not inconsistent with an equitable and bene-
ficial interest in another.

Judgment reversed, and cause remanded for a new trial.

[Justice Clifford’s dissenting opinion is omitted.]
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