Fiduciary Duties: They’re Everywhere

RINZBACH TOOL, 0O, ING. v. CORBITT-WALLACE CORFORATION  Tex. 509

ICINZBACH TOOL €O, Fro., v. CORBETT—
WALLACE CORPORATION et alk
No. 7828,

Supreme Conrt of Texns,
March 4, 1042,
Rehearing Denled Apri) 8, 1042,

1. Principa) and agent @=70

Whero seller promised to pay commis
sion £ buyer's trusted emplores if employes

6. Trusts e=251(1)
Where a fiduclary takes any gift In vio-
lation of his Auty or mequires am Inrerest
adverse to his principal without a full dls-
elosare, ho has ba his trost and must
account to his prineipal for oli he has ro-

7. Principal and agent =48

for megotinting sule and cmployee negotiated
the sate withont alsclosing to buyer that he

©on-  was scting In a dual capacity, fact that buy-

Tract Tient. mumump of employee o buy-
or was that Aduetary”, apd employes
Tn Femvcountin both parties swithout iscion.
ing to buyer hiz adverss interest in the deal
wiolated hls duty as o fiduclary.
Sco Words amd Phrases, Permament
Diitien, for all other definitioms of
“Fiauciary™.

2 Princloel and anent e48

anty of & Aduclary to deal
....a; and o make full diselosure to the.
g With Whom he stands In such relation-

2. Principal and apent =48
pylog a fauciary rolationship

standards required jn dealings betwsen ordi-
nary purties.

4. Principal and ayent =10

of contract TIEht BAA oo for
aizteed 1 by commisaton to buyer's trusted deat

employes If employes was succcssful In ne-
Eotlating sale, but directed that em

o commission from the seller.
5 Prinsipal and wpent =10

ler of contract right agreed to

emers tresten cmplayee o eommission

ground that buger suffered no damages bo-
cause he recelved full value under the sales
agreemont.

et had mot complained of prior simiar con-
duct by cmployes did aot Justify cmployeo's
viclation of his fdustary relntionship.

8. Princlpal and agent &>182

third party knowlngly participating
in o broach of duty by a fduclnry beeomcs
a folnt tortfensor with the fauclary and
1% liable ag enc,

8. Principal and agent €162
“Where seller of contract right without
Dbuyer's knowledge agrecd to hoy bupers

with regard to rights of the buyer,
10, Principal ana agent 670

Where of contract rlght stk
Enowledge had agree

!wm on lenrning. facts properly -
dered $1.500 only in full sattlement of the .

stallment, € had right to

amount already paid to smployes by

sellor
and amount mgroed to be pald from proceeds
of installmey
15 Tonder e=10e
actunl tender s not requ hen
party to whom Tnoney 1a e hae slgaito i

' advance that he will refuse to accept it

12, alen 4mtty
usted employee had

bromehed his aciary soigatien by acting
for seller in negotiating sale, and seller re-
Jected buper's tender, In sectlement of firat
ment less.

amount agreed to be pald from proceeds of

“The term ‘fiduciary’ ... applies to any person who
occupies a position of peculiar confidence towards
another. It refers to integrity and fidelity. It
contemplates fair dealing and good faith, rather than
legal obligation, as the basis of the transaction. In
short, the term includes those informal relations which
exist whenever one party trusts and relies on another,
as well as technical fiduciary relations. Kinzbach Tool
Co., Inc. v. Corbett-Wallace Corp.




Critical Decision Points in Litigating Fiduciary Claims

* Determine the existence, nature and scope of the duties
* Determine standing/capacity to assert the claims

* Properly allocate burdens of proof

 Application of the Court’s flexible powers to tailor relief

Fiduciary Duty Claims: The Basics

* The essential elements of a claim for breach of fiduciary duty are:

* Existence of a fiduciary relationship between the plaintiff and defendant;
* Breach of the fiduciary’s duties to the beneficiary; and

* Injury to the plaintiff or the fiduciary’s receipt of an improper benefit.

* A plaintiff is not required to establish an economic injury as a
prerequisite to recovery.




Formal Fiduciary Relationships

Formal fiduciary relationships arise as a matter of law. The scope of
duties depends on the nature and purpose of the relationship, and may
be amended by the governing documents of an entity or contractual

agreements among the parties. Examples include:

* Agents * General Partner of Limited
e Trustees Partnership
* Corporate Officers and * Employees
Directors  Attorney Client
* Partners in General Relationship
Partnership * Associate Attorneys

Informal Fiduciary Relationships

* Informal fiduciary relationship can arise when a party is justified in
placing confidence in the belief that another person will act in the
party’s best interests.

 Courts consider factors including the duration of the relationship, the
existence of family ties, whether the parties have cohabitated, and
substantial disparities in business expertise, among others.

* To sustain prove an informal fiduciary relationship, the confidential
relationship must have arisen prior to and apart from the challenged
transaction.
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