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Kotice of Appeal. 
( Filed, July 25, 1928.) 

IN CHANCERY OF NEW JERSEY. 

Between 
PETER BENTLEY, Receiver of Brad-

ley Hotels System, Inc., 
Complainant, On Bill, &c. 

and Notice of 
CLABENCE E. F. HETRICK and CO.AST Appeal. 

HOLDING CORPORATION, 
Defendants. 

The complainant hereby appeals from the final 
decree made in this court, in the above stated cause, 
by Honorable Edwin Robert Walker, Chancellor of 
the State of New Jersey, on the advice of Honorable 
James F. Fielder, Vice Chancellor, dismissing the 
bill of complaint, to the Court of Errors and Ap-
peals in the last resort in all causes. 

Dated, July 24, 1928. 

HERBERT CLARK GILSON, 
Solicitor and of Counsel with Complainant. 

I conceive there is a good cause for appeal in the 
above stated cause. 

10 

20 

HERBERT CLARK GILSON, 30 
Of Counsel -with Complainant. 

Service of the within notice is acknowledged this 
25th day of July, 1928. 

JAMES A. HAMILL, 
Solicitor of Defendant, 

Clarence E. F. Hetrick. 

WALL, HAIGHT, CAREY & HARTPENCE, 
Solicitors of Defendant, 

Coast Holding Corporation. 40 
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Petition of Appeal. 
( I:i'iled, July 27, 1928.) 

NEW JERSEY COURT OF ERRORS 
AND APPEALS. 

Between 
PETER BENTLEY, Receiver of Brad-

ley Hotels System, Inc., 
Appellant, 

and 

On Appeal 
from 

. Chancery. 

Petition of 
CLARENCE E. ]'. HE'l'RICK and COAST Appeal. 

HOLDING CORPORATION, 
Respondents. 

To TIIE HONORABLE THE COURT OF ERRORS AND 
APPEALS IN THE LAST RESORT IN ALL CAUSES : 

The petition of Peter Bentley, receiver of Bradley 
Hotels System, Inc., the appellant in the above 
stated cause, respectfully shows that your petition-
er finds himself aggrieved by a final decree made in 
the Court of Chancery by his Honor Edwin Robert 
Walker, Chancellor of New Jersey, bearing date the 
16th day of July, 1928, wherein the said Peter Bent-
ley, receiver of Bradley Hotels System, Inc., was 
complainant, and the said Clarence E. F. Hetrick 
and Coast Holding Corporation were defendants, in 
this respect, to wit: that the said decree adjudges 
that the bill of complaint be dii-imissed. And your 
petitioner appeals from the said decree of the Chan-
cellor upon the ground that the same is erroneous, 
for that the said bill of complaint should not have 
been dismissed and complainant was entitled to the 
relief prayed for in Ms bill of complaint. 
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Petition of Appeal. 

Your petitioner therefore prays that the said de-
cree of the said Chancellor may be reversed, set 
aside and for nothing holden. And your petitioner 
may have such relief in the premises as to this hon-
orable court shall seem meet. 

HERBERT CLARK GILSON, 

Solicitor for and of Counsel with Appellant. 10 

20 

3Q 

40 
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Answer to Petition of Appeal. 
( Filed, July 28, 1928. ) 

NEW JERSEY COURT OF ERRORS 
AND APPEALS. 

Between 
PETER BENTLEY, Receiver of Brad-

ley Hotels System, Inc., On Appeal 
Appellant, from 

and Chancery. 
CLARENCE E. F. HETRICK and COAST Answer. 

HOLDING CORPORATION, 
Respondents. 

The Answer of Respondent, COAST ROI.DING COR-
PORATION to the Appeal of the Appellant, PETER 
BENTLEY, Receiver, &c. 

This Respondent, not admitting the truth of all 
or any of the matters in the said Petition of Appeal 
contained, for answer thereto, nevertheless admits 
that a Final Decree was on the 16th day of July, 
1928, made and entered in the Court of Chancery of 
New Jersey in the above entitled cause for the pur-
pose in said Petition mentioned and as therein set 
forth, but as to the substance and form of said 

30 
Order, this Respondent begs leave to refer thereto 
when the same shall be produced. 

40 

And this Respondent is advised and believes that 
all portions of said Decree which apply to this Re-
spondent are agreeable to equity and good con-
science and prays that all said portions of said 
Decree which apply to this Respondent be affirmed. 

WALL, HAIGHT, CAREY & HARTPENCE, 
Solicitors for and of Counsel 

with Coast Holding Corporation. 

,, 
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Answer to Petition of Appeal. 
( Filed July 28, 1928.) 

NEW JERSEY COURT OF ERRORS 
AND APPEALS. 

Between 
PETER BENTLEY, Receiver of Brad- OnAppeal 

from the ley Hotels System, Inc., Court of 

and 
Appellant, Chancery. 

Answer to CLARENCE E. F. HETRICK and COAST Petition of 
HOLDING CORPORATION, Appeal. 

Respondents. 

The answer of CLARENCE E. F. HETRICK., one of 
the above named respondents, to the petition of ap-
peal of Peter Bentley, Receiver of Bradley Hotels 
System, Inc., the above named appellant. 

This respondent, not admitting the truth of all or 
any of the matters in the said petition of appeal 
contained, for answer thereto nevertheless admits 
that a final decree was., on the 16th day of July, 
1928, made and entered in the Court of Chancery of 
New Jersey, in the above entitled cause, for the pur-
poses in said petition mentioned and as therein set 
forth; but as to the substance and form of said final 
decree, this respondent begs leave to refer thereto 
when the same shall be produced. 

This respondent is advised and believes that the 
said final decree is agreeable to equity; and he 
prays that the same may be affirmed with costs to 
be taxed in favor of this respondent. 

JAMES A. HAMILL, 
Solicitor for and of Counsel with 

Respondent, Clarence E. F, Hetrick. 

10 
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Bill of Complaint. 
{ Filed March 7, 1927.) 

IN CHANCERY OF NEW JERSEY. 

To Hrs HONOR EDWIN ROBERT w ALKER., CHAN-
CELLOR O"F THE STATE OF NEW JERSEY: 

The complainant, Peter Bentley, receiver of the 
Bradley Hotel System, Inc., of Red Bank, Mon-
mouth County, New Jersey, respectfully shows : 

1. Complainant was appointed receiver of the 
said Bradley Hotel System, Inc., a corporation of 
the State of Delaware, by this Court, on May 11, 
1926, under the provision of an "Act Concerning 
Corporations:, Revision of 1896," and its supple-
ments and amendments, and by virtue of the statute 
and the order of this court appointing him receiver 
as aforesaid, he is vested with title to all property 
of said corporation, and is the representative of 
said corporation, and its creditors and stockholders. 

2. The said corporation was promoted by the de-
fendant, Clarence E. F. Hetrick, who caused its in-
corporation and upon its incorporation became a 
director and Vice President thereof, and continued 
to be such until the appointment of the complainant 
as receiver. 

3. Said corporation was incorporated by the said 
Clarence E. F. Hetrick for the purpose of taking 
over an option obtained by the said Clarence E. F. 
Hetrick for the purchase of three tracts of land in 
Asbury Park, Monmouth County, New Jersey. 

4. The said Clarence E. F. Hetrick cau~ed the 
said Bradley Hotels System, Inc., to issue to him 

40 in payment of said option, 51,000 shares of stock of 



Bilt of Complwint. 

said corporation without par value, and to pay to 
him the sum of $5,000. in cash. Upon obtaining 
said 51,000 shares of said common stock without 
par value of said corporation, the said Clarence E. 
F. Hetrick disposed of said stock, or part of it, to 
various pe1·sons. There was also issued and there 
are now outstanding 529 shares of Preferred Stock 
of said corporation of the par value of $100. per 
share, upon which latter issue of stock the sum of 
$1,201. has been paid, leaving the sum of $41,699. 
unpaid thereon. Claims filed with complainant and 
allowed by him amount to the sum of $29,533.67. 
The amount collected and received by complainant, 
as receiver, is the sum of $171.37, being all the as-
sets of said corporation except choses in action on 
unpaid subscriptions to stock. 

5. On the procurement of the said defendant 
Clarence E. F. Hetrick said option was renewed 
from time to time upon payments being made by 
the said Bradley Hotels System, Inc., and finally 
the said Clarence E. F. Hetrick represented to the 
offtcers and directors of the Bradley Hotels System, 
Inc. that it was impractical for the Bradley Hotels 
System, Inc. to proceed with the development of the 
land to be purchased under said option, and that if 
they would allow him, and a company to be organ-
ized by him, to take over the property mentioned in 
said option, that he and the said company would 
pay the creditors and stockholders of the Bradley 
Hotels System, Inc. the full amount of their claims 
and the amounts paid in on account of the capital 
stock of said corporation. 

6. The directors and officers of the said Bradley 
Hotels System, Inc., relying upon the representa-
tions and the promise of the said defendant, Clar-

10 
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Bili of Oomplwint. 

ence E. F. Hetrick, as aforesaid, allowed the said 
option to expire; the said Clarence E. F. Hetrick 
thereafter organized and formed the defendant. cor-
poration, Coast Holding Corporation, under the 
laws of the State of New Jersey, of which, he, the 
said Clarence E. F. Hetrick, became the president, 
and in or about the month of .April, 1925, the said 
Coast Holding Corporation, entered into a contract, 
or option, to purchase the same lands and premises 
which were covered by the option held by the said 
Bradley Hotels System, Inc. 

7 . .At the time the said Coast Holding Corpora-
tion entered into the contract to purchase the said 
property as aforesaid, it knew of the representa-
tions made by the said Clarence E. F. Hetrick, to 
the officers and directors of the Bradley Hotels Sys-
tem, Inc., by which he had induced the said officers 
and directors of the Bradley Hotels System, Inc. to 
take no steps to keep said option alive, which said 
representations are hereinbefore set forth, and 
which representations were made to induce the offi-
cers and directors of the said Bradley Hotels Sys-
tem, Inc. to so act as to permit the said Clarence E. 
F. Hetrick, and a corporation to be incorporated 
by him, to secure a contract for the purchase of said 
lands and premises, and knew of the agreement 
made by the said Clarence E. F. Hetrick, aforesaid; 
and complainant charges that the said Coast Hold-
ing Corporation assumed all of the obligations of 
the said Clarence E. F. Hetrick under ,said agree-
ment and agreed with the said Clarence E. F. 
Hetrick that it would pay, or cause to be paid, all 
of the creditors of the said Bradley Hotels System, 
Inc., and to the stockholders of the said Bradley 
Hotels System, Inc., all of the monies actually paid 
by such stockholders for stock of said corporation. 
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Bill of Oomplwint. 

8. Complainant further says that the option held 
by the said Bradley Hotels System, Inc., and which 
was permitted to lapse under the circumstances 
aforesaid, was reasonably worth the sum of $100,-
000. and that by reason of the matters aforesaid, the 
said Clarence E. F. Hetrick, while an officer and 
director of the said Bradley Hotels System, Inc. and 
with knowledge secured to himself, and to a corpo-
ration to be formed by him as aforesaid, the benefit 
of said option as aforesaid and took a way from the 
Bradley Hotels System, Inc. its only asset, knowing 
at the time that the said Bradley Hotels System, 
Inc. would have no monies or property whatsoever 
wherewith to pay its creditors, and to represent the 
value of its capital stock, 51,000 shares of the Com-
mon Stock having been issued upon the faith of the 
value of said option as represented by the said Clar-
ence E. F. Hetrick, notwithstanding the promise of 
the said Clarence E. F. Hetrick as hereinbefore set 
forth, neither he nor the defendant, Coast Holding 
Corporation has paid the creditors of the said Brad-
ley Hotels System, Inc., nor any amount on account 
thereof, nor have they paid the stockholders of the 
Bradley Hotels System, Ino., the amounts due to 
them for monies paid for their stock. 

9. Complainant shows and charges that it was by 
reason of the matters aforesaid that the said Coast 
Holding Corporation secured the property to which 
it took title on or about the 12th day of May, 1925, 
and that complainant has an equitable lien upon 
said property for the amount due the creditors and 
stockholders of the Bradley Hotels System, Inc., as 
aforesaid, or in the alternative, for the value of said 
option, which has been converted to the use of the 
said Clarence E. F. Hetrick, and the said Coast 
Holding Gorporatfon. 

10 

20 

30 
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Bill of Complaint. 

10. Said lands and premises are described as fol-
lows: 

All that certain lot, tract or parcel of land 
and premises situate, lying and being in the 
City of Asbury Park, County of Monmouth and 
State of New Jersey, and bounded and de-

10 scribed as follows: 

FIRST PARCEL: Situate as afores aid and 
bounded and described as follows, 

Bounded on the north by Eighth A venue, on 
the east by Ocean A venue, on the south by Sev-
enth Avenue, and on the west by Kingsley 
Street, accordingly as the lines of the said Ave-
nues and street are laid down on the offl.cial 

20 map of the City of Asbury Park, N. J. made by 
Parker N. Black, Civil Engineer, dated 1893 on 
file in the City Clerk's office of said City of As·-
bury Park. 

30 

40 

SECOND PARCEL: situate as aforesaid and 
bounded and described as follows : 

BEGINNING at the northeast corner of Eighth 
Avenue and Kingsley Street as laid down on 
the official map of the City of Asbury Park, 
N. J. made by Parker N. Black Civil Engineer, 
dated 1893 on file in the City Clerk's office of 
said City of Asbury Park, thence (1) eastward· 
ly along the northerly line of Eighth Avenue, 
two hundred and ninety seven ( 297) feet, more 
or less, to the northwest corner of Eighth Ave-
nue and Ocean A venue as laid down on said 
map, thence (2) northwardly, along the west-
erly line of Ocean Avenue, three hundred feet 
( 300) more or less, to the :-iouthwest corner of 



Bill of Complaint. 

Deal Lake Drive, as now laid out, and Ocean 
Avenue; thence ( 3) westwardly, along the 
southerly line of Deal Lake Drive as now laid 
out and parallel with Eighth Avenue, two hun-
dred and eighty eight feet and two inches 
( 288' 2") more or less to the point of intersec-
tion of the southerly line of Deal Lake Drive as 
now laid out with the easterly line of the afore-
said Kingsley Street, thence ( 4) southwardly, 
along the easterly line of Kingsley Street, three 
hundred ( 300) feet, more or less to the Place of 
Beginning, Being the block of land bounded on 
the south by Eighth A venue, on the north by 
Deal Lake Drive as now laid out, on the east 
by Ocean Avenue and on the west by Kingsley 
Street to be the dimensions thereof more or 
less. 

THIRD P .ARCEL: situate as aforesaid and 
bounded and described as follows : 

BEGINNING at the northeast corner of Eighth 
Avenue and w·ebb Street thence (1) eastward-
ly along the northerly line of Eighth Avenue, 
eighty seven feet and six inches ( 87' 6") more 
or less, to the south west corner of a lot of land 
conveyed by James A. Bradley and Helen M. 
his wffe, to Belle H. Lockwood, by deed bear-
ing date December 31 A.D. 1906 and recorded 
in the CJerk's Offi.ce in and for the County of 
Monmouth in Book 795 of deeds for said Coun-
ty at pages 329 &c; thence ( 2) northwardly at 
right angles to Eighth Avenue, one hundred 
and fifty ( 150) feet ; thence ( 3) eastwardly 
parallel with Eighth Avenue, one hundred and 
eighty seven feet and six inches (187' 6") more 
or less, to the westerly line of Kingsley Sfreet, 

10 
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thence ( 4) northwardly, along the westerly 
line of Kingsley Street, one hundred and fifty 
( 150) feet, more or less to the southwest cor-
ner of Deal Lake Drive, as now laid out, and 
Kingsley Street, thence ( 5) westwardly, along 
the southerly line of Deal Lake Drive, as now 
laid out, and parallel with Eighth A venue two 
hundred and seventy-five ( 275) feet more or 
less, to the point of intersection of the south-
erly line of Deal Lake Drive, now laid out, with 
the easterly line of the aforesaid Webb Street, 
thence (6) southwardly along the easterly line 
of Webb Street three hundred (300) feet more 
or less, to the place of Beginning. 

Said three parcels being the same premises 
which were conveyed to the party of the first 
part, by Samuel H. Gillespie as executor and 
Trustee etc., of James A. Bradley, deceased by 
deed dated May 8, 1925 and recorded in the 
Monmouth County Clerk's office on May 9, 
1925, in Book -- of deeds, at pages ----. 

Subject to covenants and restrktions. 

Complainant is without adequate remedy in the 
courts of law, and therefore prays : 

30 1. That Clarence E. F. Hetrick and the Coast 
Holding CorporationJ who are defendants to this 
suit, may answer this bill of complaint without 
oath, and each statement therein made. 

2. That the defendants, or one of them, may be 
decreed to pay complainant the amount of the 
claims of the creditors of the Bradley Hotels Sys-
tem, Inc., and the amount paid by the stockholders 
upon their subscriptions to the capital stock of the 

40 Bradley Hotels System, Inc., or in the alternative, 
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the value of the option held by the said Bradley 
Hotels System, Inc., as in the bill of complaint set 
forth. 

3. That complainant may be decreed to have an 
equitable lien upon the lands and premises set forth 
in the bill of complaint, for the amount found due 
to him, and that said lands and premises, or the 10 
right and interests of the said Clarence E. F. Het-
rick, and the Coast Holding Corporation in said 
lands and premises, be sold for the purpose of sat-
isfying the amount of said lien. 

4. That a writ of subpoena may issue, command-
ing said defendants to answer this bill of complaint 
and to abide by each decree as this court may take 
in the premises. 

HERBERT CLARK GILSON, 
Solicitor for and Counsel with Complainant. 

20 

30 



10 

14 

A:nswer of Coast Holding Corporation. 
( Filed April 26, 1927.) 

IN CHANCERY OF NEW JERSEY. 

Between 
PETER BENTLEY, Receiver of The 

Bradley Hotels System, Inc., 
Complainant, 

and 

CLARENCE E. F. HETRICK, and COAST 
HOLDING CORPORATION, 

Defendants. 

On Bill, &c. 
Answer 
of Coast 
Holding 
Corporation. 

COAST HOLDING CORPORATION, a corporation of 
New Jersey having a principal office at Room 108 

20 Municipal Building, 710 Bangs Avenue, Asbury 
Park, New Jersey, answering says: 

1. This defendant has no knowledge concerning 
the truth of the allegations of Paragraph 1 and 
leaves complainant to make such proof thereof as 
may be proper. 

2. This defendant has no lmowledge concerning 
the truth of the allegations of Paragraph 2 and 

30 leaves complainant to make such proof thereof as 
may be proper. 

3. This defendant has no knowledge concerning 
the truth of the allegations of Paragraph 3 and 
leaves complainant to make such proof thereof as 
may be proper. 

4. This defendant has no knowledge concerning 
the truth of the allegations of Paragraph 4 and 

40 
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leaves complainant to make such proof thereof as 
may be proper. 

5. This defendant has no knowledge concerning 
the truth of the allegations of Paragraph 5 and 
leaves complainant to make such proof thereof as 
may be proper. 

6. This defendant has no knowledge concerning 
the reliance of the directors and officers of Bradley 
Hotels System, Inc.., upon any representations or 
promises of said Hetrick or of their actions in refer-
ence to the option ref erred to. Said Hetrick was 
an incorporator of said Coast Holding Corporation 
and later was elected its President, and on May 
12th, 1925, this defendant purchased certain lands 
and premises from Eastern Parkway-Bedford Ave-
nue Corporation, a corporation of New York. But 
this defendant denies that said lands and premises 
were covered by the option ref erred to in .said para-
graph. The other allegations of said paragraph are 
denied. 

7. This defendant denies that it knew at the· 
time it purchased the said property of any repre-
sentations made by said Hetrick to the officers and 
directors of the Bradley Hotels System, Inc., by 
which he had induced said officers and directors to 
take no steps to keep said option alive and for 
what purpose said representations, if any, were 
made; and denies that it knew of any agreement 
made by said Hetrick, and this defendant denies 
that it assumed any obligations of said Hetrick 
under the agreement alleged or that it agreed with 
said Hetrick that it would paJr or cause to be paid 
all or any of the cre<l.itors and stockholders of 

10 
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A_nswer of Ooast Holding Oorporation. 

Bradley Hotels System, Inc., any moneys actually 
paid by such stockholders for stock of said corpora-
tion. 

8. This defendant denies the allegations of Para-
graph 8 that the option referred to was reasonably 
worth the sum of $100,000. or any other sum, and 

10 says that said option was worthless. 
This defendant has no knowledge as to the ac-

tions of said Hetrick while an officer and director 
of said Bradley Hotels System, Inc., or his relations 
with the same, and therefore denies said allega-
tions; but this defendant admits that it has not 
paid the creditors and stockholders of the Bradley 
Hotels System, Inc., any amount and says that this 
defendant has no privity with or relation to the 

20 said Bradley Hotels System, Inc. 

9. This defendant denies the allegations of Para-
graph 9. 

10. The lands and premises described in Para-
graph 10 are the same lands and premises as this 
defendant purchased from Eastern Parkway-Bed-
ford A venue Corporation on May 12, 1925. 

On or about April 1st, 1925, this defendant',s pre-
30 decessor in title, Eastern Parkway- Bedford A venue 

Corporation, (hereinafter referred to as defendant's 
grantor) entered into an agreement for the pur-
chase of the lands described in said Paragraph 10 
with Samuel H. Gillespie, sole acting executor and 
surviving trustee under the will of James A. Brad-
ley, deceased, by which said executor agreed, in con-
sideration of $345,000., to sell to defendant's 
grantor by executor's deed, said lands for $345,000. 
-payable in cash upon the execution of the agree-

40 
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Answer of Coast Holding Corporation .. 

ment, $25,000. and the balance of $320,000. on de-
livery of deed June 1st, 1925. 

Pursuant to said agreement of sale on the 8th 
day of May, 1925, the said executor delivered his 
deed dated on said day and received the full con-
sideration provided for in the agreement and deed. 

On May 12th, 1925, this defendant purchased 
from defendant's grantor said lands and gave as 
consideration three purchase money mortgages 
dated May 12th, 1925, maturing three years from 
said date, duly recorded in the office of the Clerk 
of Monmouth County. 

At a meeting of the Board of Directors of this 
defendant held on said May 12th, 1925, one Isaac 
Marshall exhibited to the Board an agreement dated 
May 15th, 1925, between this defendant and the de-
fendant Hetrick, individually, in regard to certain 
moneys to be paid under circumstances as set forth 
in the agreement. The agreement was read to the 
Board and the following resolution was duly put to 
vote and carried: 

"RESOLVED, That the action of the officers of 
the corporation in signing the agreement be 
and the same is hereby ratified, approved and 
confirmed." 

10 

20 

30 The said agreement recited the purchase of the 
property in question from defendant's grantor and 
recited the statement of defendant Hetrick that he 
desired to make payment of the sum of $36,223. 
which he wished to receive from this defendant 
under the circumstances set forth in said agreement 
which were that for a valuable consideration this 
defendant agreed to pay to said Hetrick an amount 
which should not exceed $36,223. which the said 
Hetrick desired to use for the purpose of reim burs- 40 
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Answer of Ooast Holding Corporation. 

ing certain persons known to him who were associ-
ated with him in transactions concerning the prop-
erty subsequently acquired by this defendant. 

Under the terms of said agreement it was provid-
ed that said amount would be paid by this defend-
ant out of any proceeds made by this defendant 
after the payment of $7 45,000., the amount of the 
mortgages then liens on the property had been paid 
plus interest and all charges payable by this de-
fendant. It was further agreed that the liability of 
this defendant for the amount of any money should 
not accrue until this defendant had paid the then 
present mortgage on the property amounting to 
$745,000. plus interest and any charges and ex-
penses payable by it, and that the amount should in 
no event exceed $36,223. and that no interest should 
be payable or allowed on said sum. 

The agreement further provided that in no event 
should it enure to the benefit of any person or per-
sons other than the said Hetrick and no other per-
son or persons should at any time have any claim 
or right to the whole or any part of said $36,223. 

ThiR defendant has not paid the mortgages re-
ferred to in the agreement and no liability on the 
part of this defendant has yet accrued under said 
agreement. 

This defendant has sold to bona fide purchasers 
all of said lands described in Paragraph 10 of the 
bill, except the second parcel. Said purchasers are 
in no way connected either as officerR or directors or 
otherwise with this defendant. Sales were made in 
the ordinary course of business on variorn~ dates be-
tween November 14th, 1925, and September 17th, 
1926. Some of these purchasers are now being pre-
vented from selling their lands so purchased from 
this defendant because the complainant herein, de-
spite the fact that the record disclosed said sales, 
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filed a lis pendens against the property covered by 
said sales, with the result that in instances where 
this defendant has given warrantee deeds, the pur-
chasers from it are making demands that this de-
fendant comply with its covenants of warranty, and 
as a practical situation said purchasers are unable 
to market their lands thus causing unnecessary 
hardship to said purchasers and to this defendant 
because all of said sales were entered into in good 
faith by this defendant and in good faith by said 
purchasers before the bill of complaint was filed 
herein. 

Before purchasing said property, Coast Holding 
Corporation secured several appraisals of the value 
thereof by disinterested, impartial and exceedingly 
competent appraisers whose appraisals, in the judg-
ment of Coast Holding Corporation entirely justi-
fied the price for which said corporation purchased 
said property. 

The question of the purchase of said lands by 
Coast Holding Corporation was first brought to its 
attention by one Isaac Marshall, who with Henry 
H. Pettit had been interested for some years in 
property adjacent to the property described in Par-
agraph 10 of the bill, and before Eastern Parkway-
Bedford Avenue Corporation purchased the prop-
erty described in Paragraph 10 from the executor 
of the Bradle;v EFitate, the said Marshall informed 
the djrectors of said Eastern Parkway-Bedford Ave-
Corporation that a clear, marketable title in and to 
the property described in said paragraph could be 
purchased by the said corporation fro1!1 said execu-
tor. 

For a further defense to the bill of complaint 
herein, this defendant says that neith~r the said de-
fendant Hetrick or any other officer of Coast Hold· 
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AnBwer of Ooast Holding Corporation. 

ing Corporation had authority to bind this defend-
ant by any promise of the character described in the 
bill, nor was any such promise or undertaking with-
in the scope of the authority of any officer or offi-
cers of the company. 

For a further defense this defendant says that the 
promise alleged on the part of this defendant upon 

10 which complainant seeks to hold this defendant, was 
not in writing and consequently is not binding for 
such promise as alleged is a promise to answer for 
the debt default and miscarriage of another person 
than this defendant and therefore is contrary to an 
act of the Legislature of the State of New Jersey 
entitled "An Act for the prevention of Frauds and 
Perjuries." 

20 
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WALL, HAIGHT, CAREY & HARTPENCE, 
Solicitors for Defendant, 

Coast Holding Corporation. 
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Answer of Clarence E. F. Hetrick. 
(Filed May 2, 1927.) 

IN CHANCERY OF NEW JERSEY. 

Between 
PETER BENTLEY, Receiver of The 

Bradley Hotel System Inc., On Bill, &c. 
Complainant, Answer of 

and 

CLARENCE E. F. HETRICK, et al, 
Defendants. 

Defendant, 
ClarenceE. 
F. Hetrick. 

The defendant, Clarence E. F. Hetrick, residing 
in the City of Asbury Park, Monmouth County, 
New Jersey, says that : 

1. He has no knowledge of the allegations con-
tained in paragraph 1 of the complaint herein~ but 
is informed and believes they are true. 

2. He denies that he promoted said corporation 
or caused its incorporation but admits that after its 
incorporation he became a director and Vice Presi-
dent thereof and continued to be such until the ap-
pointment of complainant as receiver. 

8. He denies paragraph 3 of the complaint. 

4. He denies that he caused the Bradley Hotel 
System Inc. to issue to hlm in payment of said op-
tion fifty-one thousand shares of stock of said cor-
poration without par value and denies that he 
caused the said corporation to pay to him the sum of 
five thousand dollars ($5,000.00) in cash but alleges 

10 
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Answer of Clarence E. F. H et-rick. 

that the said corporation voluntarily fixed the value 
of the option and issued to him fifty-one thousand 
shares of the stock of said corporation without par 
value upon the express understanding that he was 
to turn back to the said corporation, to be lodged 
in the treasury thereof, all of said fifty-one thousand 
shares except thirty-four hundred shares ; and fur-
ther alleges that the sum of five thousand dollars 
($5,000.00) was paid by the said corporation to the 
owner of the lands covered by the said option under 
the terms thereof, and defendant Hetrick simply 
acted as' the medium of delivery and delivered the 
said sum of $5,000.00 to the owner of the said lands. 
He de:des that he obtained fifty-one thousand shares 
of stock of the said corporation except in the man-
ner aforesaid and denies that he disposed of said 
stock or part of it to variouS) persons, or to any 
persons. He has no knowledge of the number of 
shares of preferred stock issued and outstanding or 
the amount paid thereon or the amount unpaid 
thereon; nor of the claims filed with complainant 
and allowed by him ; nor of the amount collected 
and received by complainant as receiver; nor wheth-
er the amount so collected by him, except choses in 
action or unpaid subscriptions to stock, constitute 
all the assets of the said corporation; that his in-
formation concerning these matters is derived solely 
from the allegations of the bill of complaint. 

5. He denies that the said option was renewed 
from time to time on his procurement upon pay-
ments being made by the said Bradley Hotel Sys-
tem Inc. but alleges that the said Bradley Hotel 
System Inc. was obliged under the terms of the said 
option to make the payments required to be made 
thereunder in order to keep the said option alive 



23 

Answer of Gla,rence E. F. Hetrick. 

and further alleges that whatever payments . were 
made by said corporation, were made voluntarily 
and in pursuance of the terms of said option. He 
denies that he finally represented to the officers and 
directors of the Bradley Hotel System Inc. that Jt 
was impractical for the Bradley Hotel System Inc. 
to proceed with the development of the land to be 
purchased under said option and that if they would 
allow him and the company to be organized by him 
to take over the property mentioned in said option 
that he and the said company would pay the credit-
ors and stockholders of the Bradley Hotel System 
Inc. the full amount of their claims and the amounts 
paid in on account of the capital stock of said cor-
poration and further denies that he made any repre-
sentations of any kind for the purpose of inducing 
the Bradley Hotel System Inc. or the officers or the 
directors thereof to abandon the said option; and 
further denies that he had at any time made the 
alleged promises. 

6. He denies that the directors and officers of the 
said Bradley Hotel System Inc., relying upon repre-
sentations and promises alleged to have been made 
by him, allowed the said option to expire. He de-
nies that thereafter or at any time, he organized 
and formed the defendant corporation, Coast Hold-
ing Corporation. He admits that the said Coast 
Holding Corporation entered into a contract or op-
tion to purchase the same lands ' and premises which 
were covered by the option held by the said Bradley 
Hotel System Inc. and that subsequently he became 
president of the Coast Holding Corporation. 

7. He denies the allegations contained in para-
graphs 7, 8 and 9 of the bill of complaint. 
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A·nswer of Clarence E. F. Hetrick. 

8. He admits paragraph 10 of the bill of com• 
plaint. 

FmsT SEPARATE DEFENSE. 

There was no agreement in writing nor was there 
any memorandum. or note in writing of the alleged 

lQ agreement as required by the statute in such case 
made and provided, or at all. 

20 

JOHN MILTON, 
Solicitor of Defendant Hetrick. 



Replication. 
( Filed May 4, 1927.) 

IN CHANCERY OF NEW JERSEY. 

Between 
PETER BENTLEY, Receiver of Brad-

ley Hotels System, Inc., 
Complainant, 

and 

CLARENCE E. F. HETRICK, et al., 
Defendants. 

On Bill &c. 
Replication 
to Answer 
of Clarence 
E. F. Hetrick. 

The replication of the complainant to the answer 
of Clarence E. F. Hetrick, defendant. 

10 

The complainant joins issue on the answer of the 20 
said defendant. 

HERBERT CLARK GILSON, 
Solicitor of Complainant. 

30 
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Replication. 
(Filed May 4, 1927.) 

IN CHANCERY OF NEW JERSEY. 

Between 
PETER BENTLEY, Receiver of Brad- On Bill &c. 

ley Hotels System, Inc., 
Complainant, 

and 

CLARENCE E. F. HETRICK, et al., 
Defendants. 

Replication 
to Answer 
of Coast 
Holding 
Corporation. 

The replication of the complainant to the answer 
of Coast Holding Corporation, defendant. 

20 The complainant joins issue on the answer of the 
said defendant. 

30 

HERBERT CLARK GILSON, 
Solicitor of Complainant. 
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Case. 
Peter Bentley. Called by Complainant. Direct. 

IN CHANCERY OF NEW JERSEY. 

Between 
PETER BENTLEY, Receiver of Brad-

ley Hotels System, Inc., 
Complainant, On Bill &c. 

and 
CLARENCE E. F. HETRICK, et al., 

Defendants. 

TRANSCRIPT OF SHORTHAND NOTES OF TESTIMONY 
taken on final hearing in the above stated cause, at 
Chancery Chambers, Jersey City, February 7, 1928, 
before his Honor, James F. Fielder, Vice Chancel-
lor. 

.APPEARANCES: 

HERBERT CLARK GILSON, Esq., for complainant. 
Messrs. w ALL, HAIGHT, CAREY & HARTPENCE 

(Mr. Wall) for the defendant Coast Hold-
ing Corporation. 

JAMES A. HAMILL, Esq., for the defendant Clar-
ence E. F. Hetrick. 

COMPLAINANT'S CASE. 

PETER BENTLEY, the complainant, sworn as a 
witness in his own behalf, testifies as follows : 

DmECT EXAMINATION BY MR. GILSON: 

Q. Have you a certified copy of the order ap-
pointing you receiver of the Bradley Hotels Sys-

10 

20 

30 

tem, Inc.? A. I have. 40 
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Peter Bent.ley. Oalled by ·complainant. Direct. 

Mr. Wall: We admit that. 
The Court: It is admitted that Mr. Bentley 

is the receiver of Bradley Hotels System, Inc., 
appointed by order of the Court of Chancery, 
dated May 11, 1926. 

Q. Have you all the books and records of the 
10 Bradley Hotels System, which were turned over t.o 

you upon your appointment as receiver? A. I 
have. 

Q. Have you the subscriptions to the stock of 
that company? A. I have. 

Mr. Gilson: I offer in evidence bunch of 
printed agreements for subscriptions to stock 
of Bradley Hotels System, Inc. I think they 
amount to 529 shares of stock. The stock was 

20 to be paid for in instalments. 
(Marked Exhibit 0-1.) 

Q. From the books can you tell us how much 
was paid on the subscriptions to stock? A. $11,-
201. 

Q. How much remains to be paid? A. $49,699. 
Q. What is the total amount of claims filed with 

you as receiver? A. $29,538.67. 

30 
Q. What assets did you find belonging to the 

company? A. The sum of $171.37 on deposit in 
two banks in the city of Asbury Park. 

Q. And choses in action on these subscriptions 
to stock claims against stockholders? A. Yes,. 

Q. You have the minute books here, have you? 
A. I think the minute book of the company is here. 

Mr. Gilson : I offer the minute book in evi-
dence. 
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Peter Bentley. Called by Complainant. CrosB. 
WilUam A.. Smith. Called by Complainant. Direct. 

Mr. Wall: I have no objection to the book. 
Of course, I claim it is irrelevant as far as we 
are concerned. 

(Marked Exhibit C-2.) 

Q. Has anything been paid by the Coast Holding 
Corporation to you? A. No, sir. 10 

CROSS EXAMINATION BY MR. HAMILL: 

Q. Have you taken any steps to collect the 
money on the unpaid subscriptions yet? A. No, 
sir. 

Mr. Gilson: I think Mr. Bentley is mis-
taken about that. We filed a bill in the Court 
of Chancery by the receiver against the stock- 20 
holders. Mr. Lane, appearing for the stock-
holders, said the bill was premature and that 
we should take this action against Mayor Het-
rick and the Coast Holding Corporation first. 
That bill is lying dormant until this case is :fin-
ished. If we succeed in this case, it will not 
be necessary to go on with that. 

The Witness: That is correct. 

WILLIAM A. SMITH, sworn as a witness on the 
part of the complainant, testifies as follows: 

DIRECT EXAMINATION BY MR. GILSON: 

Q. Judge Smith, you were one of the incorpora-
tors of the Bradley Hotels System, Inc.? A. I 
was. I was the attorney that handled the incor-
poration. 

30 

40 
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William A. Smith. Called by Complainant. Direct. 

Q. You were also secretary of that corporation 
from the time of its organization until the fall of 
1924? A. I was. 

Q. Will you turn to the minutes of the meeting 
of July 31, 1923? A. You mean the incorpora-
tors? 

Q. No ; in the directors meeting. A. It seems to 
me in the incorporators' minutes I have about 
what you want-about the option. 

Mr. Wall: May I have objection to any-
thing in this matter which does not bring in 
the Coast Holding Company? 

The Court: You may, but what am I to do 
about it? 

Mr. Wall: Instead of objecting as the thing 
goes along, I thought maybe your Honor might 
take a blanket objection on the ground of im-
materiality and irrelevance. 

The Court : All right. 

Q. Who were the officers of the corporation at 
that time? A. The officers were J. Herbert Reid, 
president; Clarence E. F. Hetrick, vice president; 
William A. Smith, secretary; William C. Krueger, 
treasurer ; and myself assistant treasurer. Those 
present at the first meeting of the board of direc-
tors were J. Herbert Reid, Clarence E. F. Hetrick, 
William C. Krueger, Paul Heller, Clinton G. Hold-
en, Walter W. Reid, Jr., Morland B. Soria, Charles 
A. Gould, Corbett W. McCarthy and Benjamin A. 
Britwood. There were some few changes in the 
board of directors during the period this company 
existed. 

Q. That company was incorporated on July 30, 
1923, was it? A. About that time; July 27, 1923, 
it was incorporated in Delaware. 
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William A. Smith. Galled by Oomplainwnt. Direct. 

Q. Will you read that part of the minutes of 
July 31, 1923, referring to an option on certain 
real estate in Asbury Park? A. On page 8 of the 
minutes of the first meeting of the directors and 
incorporators I find-

Mr. Hamill: Suppose you let me see that 
before you put it in? 10 

Mr. Gilson : The book went in evidence. I 
thought you had no objection to it? 

Mr. Hamill: I have no objection to the book 
going in, but we may have a specific objection 
to the reading of this part of the minutes. 

Q. You may proceed. A. It recites: "Whereas 
Clarence E. F. Hetrick has offered to sell to this 
corporation property consisting of a certain option 
upon three tracts of land located in the city of 
Asbury Park, New Jersey, given by Samuel H. 
Gillespie, executor and surviving trustee under the 
will be James A. Bradley, to said Clarence E. F. 
Hetrick, under date of July 27, 1923, and duly ex-
ecuted , and has offered to accept in full payment 
therefor the sum of Five thousand dollars ( $5,-
000.00) and One Hundred thousand (100,000) 
shares of the common stock of this corporation 
without nominal or par value, to be issued to him 
or his nominees, and in full payment on behalf of 
the signers of the certificate of incorporation for 
the shares of stock of this corporation subscribed 
for by them, respectively, as shown by the certifi-
cate of incorporation; and 

"Whereas, in the judgment of this board, said 
property consisting of said option is necessary for 
the business of this corporation and is a good and 
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William A. Smith. Galled by Complainant. Direct. 

sufficient consideration for the shares of stock de-
manded therefor: 

"Now, therefore, be it resolved that the offer of 
Clarence E. F. Hetrick to sell to the said corpora-
tion the property hereinbefore described be and it is 
hereby accepted and that the president and secretary 
of this corporation be and they hereby are author-
ized and directed to issue and deliver in payment 
for said property, in accordance with said offer, 
certificates of full paid capital .stock of this corpo-
ration to the said Clarence E. F. Hetrick or his 
nominees, for an aggregate of Ninety-nine thou-
sand nine hundred and ninety (99,990) shares and 
to the signers of the certificate of incorporation, or 
to their respective assigns, for the Ten ( 10) shares 
subscribed for by them as shown by the certificate 
of incorporation." 

BY THE COURT: 

Q. Who made that offer? A. Mr. Hetrick made 
the offer. 

BY MR. GILSON : 

Q. What action did the board take on that offer? 
A. The corporation agreed to take it at that figure, 
and the option was subsequently drawn in more 
elaborate form and duly executed and delivered 
and the $5,000 paid and an order made by Mr. 
Hetrick on the officers of the company to divide 
the stock among certain stockholders and directors 
which was allotted to them, but the stock was nev-
er actually issued ; no certificates were ever issued 
on it. 
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William A. Smith. Galled by Oomplwinant. Direct. 

Q. Do you know what became of the original op-
tion? A. Why, the last I know of it Mr. Hetrick 
had it. I do not find it with my papers and I am quite sure he had it. 

Q. Will you turn to the minutes of August 24, 
1923, and read what the minutes say about a let-
ter from Mr. Hetrick? A. It recites: "A commu-
nication was received from Mr. Clarence E. F. Het- 10 
rick directing the manner in which the 100,000 
shares of common stock to which he is1 entitled, 
pursuant to the direction of the board of directors 
passed July 31, 1923, shall be issued." Then there 
is a letter in which he distributes stock among cer-tain persons. 

Q. Will you read that, please? A. The list of men? 
Q. The whole letter. A. The communication 20 reads as follows : 

Bradley Hotels System, Inc. 
Newark, N. J. 

Gentlemen: 

"August 20, 1923. 

Please issue the 100,000 shares of the common 
stock which is due to me for the assignment of the 30 
option to you on the Asbury Park property as fol-lows: 

Benjamin B. McAlpin 3400 shares Charles A. B. Pratt 3400 " Austen Colgate 3400 " Benjamin A. Britwoods 3400 " Paul F. Heller 3400 " C. E. F. Hetrick 3400 " C. E. F. Hetrick 1700 " 40 
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William A. Smith. Called by Oomplaina;nt. Direct. 

C. G. Holden 3400 " 
Wm. C. Krueger 1700 " 
J. Herbert Reid 3400 " 
Walter W. Reid, Jr. 3400 " 
Morland B. Soria 1700 " 
William A. Smith 1700 " 
Harry A. Watson 1700 " 
Charles A. Gould 3400 " 
Corbett McCarthy 3400 " 
C. E. F. Hetrick 1700 " 
C. E. F. Hetrick 3400 " 

51,000 " 
The balance of said 100,000 shares I hereby do-

nate to your treasury to be used for such purpose 
as your board of directors shall designate. 

Yours respectfully, 

{Signed) Clarence E. F. Hetrick." 

Q. Now, will you turn to the minutes of October 
31, 1923, please? A. I have it. 

Q. Read what the minutes say about the renew-
al of that option that was obtained from Mr. Het-
rick. A. There is a letter here from Mr. Gilles-
pie. 

Q. I mean the part of the minutes referring to 
the letter and quoting the letter. A. "The presi-
dent called attention to the fact that it was neces-
sary to take action under the option which the com-
pany held from the estate of James H. Bradley as 
$10,000 would be due on November 1, 1923 ; he said 
that there were three alternatives-(1) To aban-
don the option; ( 2) To make the payment of $10,-
000 under the option; (3) To pay $5,000.00 to es-

40 tate of James A. Bradley and obtain an extension 
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w illiam A. · Smith. Called by Oomplain(l,r,,t. Direct. 

of the option for three months. He advised the 
board of directors that Mr. Bradley's executor 
would agree to this extension provided the extend-
ed option would provide that interest would be 
paid upon all moneys unpaid under the option or 
agreement of sale, said interest running from July 
2, 1923, and that this condition was imposed be-
cause it was in the original letter which the exec-
utor gave to Mr. Hetrick but it was not included 
in the terms of the option." 

Q. Now, I show you a paper alleged to be an ex-
tension agreement executed by Mr. Gillespie and 
Mr. Hetrick dated November 1, 1923. Do you rec-
ognize that extension executed in accordance with 
the minutes? 

Mr. Hamill: What reason have you to put 
that in evidence--to show the terms of the op-
tion? 

Mr. Gilson: Yes; to show the terms of the 
option and the terms of the extension. 

A. Well, it purports to be, and I assume it is. I 
do not know it to be anything else. I might say 
that according to my recollection the original op-
tion was not adhered to but the option was carried 
along by extension from time to time by payment 
of money. ,T ust how many there were I do not re-
call now. 

Mr. Gilson: I offer this extension agree-
ment dated November 1, 1923, in evidence. 

(Marked Exhibit 0-3.) 

Q. Will you turn to the minutes of meeting of 
March 24, 1924? A. I have it. 

10: 
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Q. Will you read us what the minutes have to 
say about an authorization to extend the option 
again? A. "Resolved that the treasurer of the 
company be authorized and directed to pay the 
sum of $10,000 upon the option held by this com-
pany given to it by Samuel H. Gillespie, executor 
and surviving trustee under the last will and testa-
ment of James A. Bradley and due April 1, 1924." 

"On motion duly made, seconded and carried it 
was resolved that Mayor Hetrick be requested to 
cable to Mr. Gillespie and ask for an extension of 
ninety days for the making of future payments un-
der the said option." 

Q. Do you know whether that $10,000 was post-
ed? A. As far as I know it was, because there was 
an extension obtained. 

Q. I show you another agreement which pur-
ports to be an extension agreement signed by Mr. 
Gillespie and Mr. Hetrick, dated May 1, 1924, and 
I ask you if that is the extension obtained in ac-
cordance with the authorization of that resolution? 
A. It is my understanding that this is the exten-
sion obtained after the cable. 

Mr. Gilson: I offer it in evidence. 
(Marked Exhibit C-4.) 

Q. I forgot to ask you about the purchase price 
mentioned in the original option for this property? 
A. It was $270,000, I think, or $280,000. 

Mr .. Hamill : It was $270,000. 

Q. Will you turn to the minutes of August 28, 
1924? A. I have it. 

Q. Will you read us what they have to say about 
40 further extensions of this option at that time? A. 



William A.. Smith. Called by Complainant ·~ Direot: 

The question of the extension of the existing option 
from the Bradley Estate was : discus.sed, and on mo-
tion duly made, seconded and carried, it was direct-
ed that Mr. Hetrick and Mr. Smith be appointed a 
committee to arrange for an extension of the op-
tion for two months upon payment of $5,000. 

Q. Do you know whether that payment was 
made and that extension obtained? A. As far as I 10 
know, it was. I signed the checks and forwarded 
them to Mayor Hetrick. 

Mr. Gilson: I call on counsel for Mayor 
Hetrick to produce letter dated September 3, 
1924, enclosing those checks. 

Mr. Hamill : Here is the letter. 
Mr. Gilson: Will you give me the extension 

that was obtained at that time? 
Mr. Hamill: If I have it, I will give it to 

you. 
Mr. Gilson: I offer this letter in evidence 

produced by counsel for Mayor Hetrick, dated 
September 3, 1924, signed W. A. Smith, en-
closing checks for $5,000 to obtain this: exten-
sion referred to in the last minutes. 

(Marked Exhibit C-5.) 
Mr. Hamill: Mr. Gilson, here is that last 

20 

extension. 30 
Mr. Gilson : I offer in evidence extension 

agreement dated September 1, 1924, produced 
by the defendant, Mr. Hetrick, referring to the 
last minutes read by the witness. 

(Marked Exhibit C-6.) 
The Witness: As far as I know, I never re-

ceived any assignment from Mr. Hetrick of 
that option. 

40 
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William A. Smith. Oalled by Complainant. Direct 

BY THE COURT: 

Q. Were these options in the name of the Brad-
ley Hotels or Hetrick? A. All in Hetrick's name 
and he turned them in. 

Mr. Gilson: There is one signed by Mr. Gil-
10 lespie in his individual capacity. 

20 

30 

BY MR. GILSON : 

Q. Now, referring to this letter enclosing checks 
for $5,000, marked Exhibit 0-5, can you tell us to 
whom those checks were made payable and on 
what banks? A. I have a notation at -the foot of 
the letter that one was on the Morton National 
Bank, dated Asbury Park, September 2, 1924, to 
the order of Samuel E. Gillespie for $1,400. The 
other was a check on the Asbury Park Trust Com-
pany, dated September 2, 1924, to the same order 
for $3,600, making a total of $5,000. 

Mr. Gilson : I offer in evidence letter from 
Mayor Hetrick to Hon. William A. Smith, 
dated September 4, 1924, acknowledging re-
ceipt of these checks. 

Mr . Hamill : No objection. 
(Marked Exhibit 0-7.) 
Mr. Gilson: Now I call on Mr. Hamill to 

produce a letter dated September 16, 1925, 
from Judge Smith to Mayor Hetrick. 

Mr. Hamill : Here it is. 
Mr. Gilson : I off er in evidence this letter 

which counsel for Mayor Hetrick has just pro· 
duced. 

Mr. Hamill: I object. It is a self-serving 
40 declaration written about one year after thfl 
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option expired. It is a letter in which Judge 
Smith tells Mr. Hetrick that it was his under-
standing that he was to take care of the stock-
holders, and it is written one year after all of 
the assets of the corporation had passed out of 
the control and possess.ion of the corporation. 
The only asset the corporation possessed was 
its option. That expired November 1, 1924. 10 -
September 16, 1925, one year afterwards, a 
year after the main asset, which was the op-
tion, had passed out of the control of the cor-
poration, he writes this letter. 

The Court: Objection overruled. 
(Letter is marked Exhibit 0-8 and is read.) 
The Court: That letter refers in the begin-

ning to-
Mr. Gilson: It refers to the correspondence 20-_ 

between J. Herbert Reid and Mr. Hetrick with 
respect to this subject that he speaks of. 

The Court: Have you that correspondence? 
Mr. Gilson: I shall put it in when I put Mr. 

Reid on the stand. 

Q. About the beginning of the obtaining of this 
last extension of September 1, 1924, did you have 
any conversation with Mayor Hetrick, or did May-
or Hetrick make any statements at any meeting 
with respect to abandoning or allowing this option 
to lapse? A. I would not put it just that way. 

Q. What was the conversation about at that 
time? A. The meeting of August 28, 1924, which 
is, I believe, the crucial meeting-my recollection 
of this is rather dim-when the last extension was 
obtained, and it was just before that meeting or 
just after that meeting that Mayor Hetrick met me 
in .Asbury Park, and the question was brought up 

30 -

40 
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as to the obtaining of the extension. My recollec-
tion is that this was the conversation had about 
that time. He and I met at his office, an office on 
the ground floor of one building and he took me to 
another office upstairs and he telephoned to Mr. 
Gillespie, or someone representing him, and ob-
tained the assurance of the extension. Now, wheth-
er it was prior to our going to this meeting of the 
28th, so that we could tell them that we could have 
the extension, or whether it was carrying out the 
arrangement to get an extension as provided for at 
that meeting, I cannot recall, but it was one or the 
other. Do you want me to go on and tell the se-
quence of events. from that time on? 

Q. Tell us what the conversations were on that 
subject and what Mr. Hetrick said about it? A. 
Well, Mayor Hetrick said at the time I talked with 
him that he did not have much difficulty in getting 
the extension, but he did not want the other peo-
ple connected with the company to know this, be-
cause he was afraid it would .slow up their work-
he didn't know how much they might leave to him 
-instead of helping themselves. I understood from 
his conversation that it was . not a difficult thing 
for him to get extensions. Then at this meeting of 
the 28th, which was. a meeting of the board of di-
rectors and which is not reported in full in my 
minutes, he merely made a general statement. It 
is my recollection that at the meeting a report was 
submitted of the estimate of the cost of erecting 
the hotel. Before that we had employed a concern 
by the name of Preacher & Company of Atlanta, at 
the suggestion of the bankers who were going to 
lend the money, or who were willing to advance 
the money, and Preacher & Company had made a 
survey, a preliminary prospectus, and this had 
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been submitted to the contractors and the bankers 
who were represented by Mr. McAlpin. Pratt & 
l\foAlpin had said that they would put up the 
money if the hotel could be built for so much per 
room, and it is my recollection-of course I have 
to refresh it-a notice of the meeting and an en-
dorsement "Starett's Estimate"- It is my recol-
lection at that meeting they reported it would 10 
cost, I think, about $300,000 to complete the hotel 
and that was in excess of the price per room that 
the bankers were willing to finance it for. So, at 
that meeting we were faced with the proposition as 
to what we ,should do. Practically all of the mem-
bers of the board who were there thought the ,best 
thing to do was to sell the property, that is, to 
take up the option in some way and make a dispo-
sition of the property. Mayor Hetrick objected 20 
very strenuously to this. I might say that in the 
discussion-it was discussed that it was almost a 
sure thing we could get much more for the proper-
ty, that is., that the option was at a very low fig-
ure and they were practically to a man, except 
:Mayor Hetrick, anxious then to realize upon the 
property. Mayor Hetrick objected and said that 
he was not interested in a real estate speculation 
down there but he was interested in getting a hotel 
and developing the property. He said he could 30 
have had the real estate speculation without get-
ting us into it, if he wanted that, but he was there 
to help Asbury Park and help develop the property 
and get the hotel there. I knew that was his ob-
ject, as he had told it to me, and I urged the meet-
ing to give him an opportunity to interest other 
capital which he had asked to do. It is my recol-
lection that that meeting adjourned with the under-
standing he would try to interest other capital 40 
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and that if he could not interest other capital, he 
would then arrange for a disposition of the prop-
erty; and it is my recollection that he stated at 
that meeting that he had people who were ready, 
able and willing, to use a legal phrase, to take the 
property at an advance sufficient to make us whole. 
Just the words he used I do not recall, but that is 

10 the substance of it. That is the way I carry it in 
my mind. In other words, if he could not get cap-
ital to go on with the proposition, he could dis-
pose of the property before the expiration of the 
option. It was on that condition that the exten-
sion was authorized. 

Q. Can you fix that date? A. It was at the 
meeting of August 28, 1924. 

Q. August 28, 1924? A. That is my recollection 
20 of it. I know there was such a meeting and such 

a conversation and this notation which I have, 
brings it back to me. I place it at that time. Of 
course, dates are pretty hard to recollect. Now, 
following that I wrote Mayor Hetrick, on the 
third, the letter introduced as Exhibit C-5. I 
might say that that payment of $5,000 left us with 
less than $1,000 in the bank, and I wrote Mayor 
Hetrick on the 3rd that I would be away until the 
11th. 

30 Q. Of September? A. Yes, and I would be back 
at Sea Girt on the 11th and I would leave on the 

• 13th for Montclair, and I could be reached there 
after. On September 4th he acknowledged my 
check and my letter, two checks. I started in on 
my duties as Judge right thereafter and I was 
rather busy at that until the matter became active 
again by Mr. J. Herbert Reid, who was the presi-
dent of the company, writing from Baltimore 

4 where he was with his brother, who was another 0 
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director, and who was then away sick and being 
operated upon-writing a letter to Mayor Hetrick. 
He sent me a copy and he wrote me September 
29th, stating that he had written Mayor Hetrick 
and enclosing a copy of his letter, and then if the 
Vice Chancellor wants that letter-

Mr. Gilson: Will you let me have that let-
ter from Mr. J. Herbert Reid to Mr. Hetrick, 
September 29, 1924? 

(Letter is produced.) 
Mr. Gilson: I offer in evidence letter re-

ferred to by Judge Smith, dated September 
29, 1924, produced by the defendant Hetrick. 

( Marked Exhibit 0-9.) 

Q. Proceed. A. In that letter-I may read just 
the part that is of any importance-he first recites 
that his brother was sick and he had gone there 
with him. He says : "I am staying with my broth-
er and his wife in Baltimore and for this reason 
neither he nor I will be able to attend any of the 
meetings of the Bradley Hotels Company. How-
ever, this should not in any way interfere with the 
affairs of the company. 

"My understanding is. that the option obtained 
from Mr. Gillespie expires November first. Be-
cause of this fact I feel it imperative that a meet-
ing of the directors be called at once and if noth-
ing definite regarding the :financing of the hotels 
has been accomplished that the matter of dispos-
ing of the land be taken up at once and definitely 
settled at the earlest possible moment, whether 
this might be brought about by a committee of the 
board of directors of the Hotels -Company or 
through the agency of real estate operators along 

10 

20 

30 
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the shore. We all understand that this land can 
be sold at a substantial profit and it would seem 
that we would all be chargeable with neglect by 
the stockholders if we do not take advantage of 
this opportunity to protect their interest and it 
would seem that the only way in which we can 
protect their interest would be through the dis-

10 posal of the land. 
"We regret very much our inability to be with 

you but assure you that if there are any legal re-
quirements in the way of waivers, proxies, etc., we 
will forward the same to you immediately upon re-
ceipt of advice from you to this affect. 

"As Vice President of the Company you are the 
proper one to call the meeting, for which reason I 
am writing you as outlined above. I am also tak-

20 ing the liberty of sending copy of this letter to Mr. 
Morland B. Soria and Hon. William A. Smith who 
I know will fully co-operate with you." 

Now, in response to that letter I received a let-
ter from Mayor Hetrick under date of October 3rd. 
Do you want that in evidence? 

Q. No. A. I got a letter from Mayor Hetrick, 
dated October 3, in which he said that he received 
a letter from Mr. Reid and that he was going away 
for a few days and that on his return he would 

30 get in touch with me and with Mr. Reid. 
Q. Did he get in touch with you after that? A. 

Well, we met, but as to the date I do not know. I 
cannot fix the date, because I have nothing to fix 
it on, but I know it was some time before the ex-
piration of the option. The meeting was held, as I 
recall it, in Mr. Reid's office, with Mayor Hetrick, 
Mr. Reid and myself. Now, whether it was just a 
meeting called by telephone or whether it was sup-

~O posed to be a directors' meeting, which we three 
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only attended, I do not know. Any way we met 
there, and my recollection is that it was a .Satur • 
day morning and that I had come down to meet 
Mr. Hetrick and Mr. Reid. 

Q. What was said and done at that meeting? A. 
Then the question of the disposal of the land came 
up. Mayor Hetrick had not obtained any further 
:financial support to build a hotel. My recollection 10 
of just what was said-I don't remember as well 
as Mr. Herbert Reid who was there, but I remem-
ber that we left with the understanding that May-
or Hetrick was charged with the responsibility and 
accepted the responsibility-

Mr. Hamill: I object to that. 
The Court: Objection sustained. 

Q. In substance. A. In substance what he said 
was that he had people in New York who were 
ready to take the property and that he could get 
them to take the property and he left with that un-
derstanding-

Mr. Hamill: I object to that. 

20 

Q. What was said? A. He left with the under-
standing on my side that he was willing to 30 handle the negotiations for the disposal of the 
property. From that time on I had practically 
nothing to do with the disposal of the land. I 
was in Bergen County. I went over there, back 
and forth, from Montclair, and I did not have the 
opportunity, and I told him that-I told him he 
could not get any help from me. 

Q. Did he say at that time what the result of 
the disposal of that property to these people he 

40 
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had in mind in New York, would be to the stock-
holders? A. Oh, yes, the same as he had previous-
ly said, that it would realize enough money to take 
care of everything that had gone into it. 

Q. Is that what you referred to, this conversa-
tion you have just testified to, the things that you 
referred to in your letter of September 16, 1925, 
Exhibit 0-8, in which you said you had a certain 
understanding about what was to be done? A. 
That was it. 

Q. What induced you and why did you take no 
further action with respect to this option on the 
property after that last conversation with Mr. Het-
rick in Mr. Reid's office? A. Well, I did not have 
any opportunity.. I told him that I could not help, 
that I was busy in court and could not help, and 
the option would expire on the first. From what 
Mayor Hetrick had said to me about his ability to 
get extensions, I left it with him to handle it, 
knowing that we could not put up any more money 
unless he did something, so the matter just went 
along from that time. 

Q. I mean more particularly, as an officer of this 
corporation, what induced you to let the option ex-
pire? A. Well, I had nothing else to do. I had 
placed the matter in his hands. He was the vice 
president and had been notified that he was to act, 
Mr. Reid being in Baltimore with his brother who 
was having this serious operatfon. It was up to 
him, as I understood it, to call the meetings, as he 
was directed to do and to take any necessary ac-
tion thereon. 

Q. I mean did or did not the statement made by 
Mr. Hetrick that he could and would dispose of 
that property so that the stockholders and credit-
ors would be taken care of, have anything to do 
with your taking no further action? 
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Mr. Hamill: Objected to. 
Mr. Wall: Objected to. 
Mr. Hamill : He said the reason was because 

he was busy with his judicial duties. I object 
also upon the ground that the question is lead-
ing. 

Q. Did you have any other reason, besides your 
activities in court? A. Well, I did not take any 
formal action as an officer because I turned it over 
to him. 

Q. vVell, let me ask you this: If it had not been 
for Mr. Hetrick's statement that he could profit-
ably dispose of this property so that the stock-
holders and creditors would be taken care of, 
would you have taken no further interest in the 
matter? 

Mr. Hamill: Objected to. 
The Court: Objection sustained. 
The Witness: I believe I should testify 

about the other letters. There is some more 
correspondence. 

Q. You say there is some more correspondence? 
A. You put in this letter to him under date of Sep-

10 

20 

tember 16th. 30 
Q. Let us have that, please. A. That was by 

reason of some correspondence that there had been 
between Mr. Reid and Mayor Hetrick which was 
sent to me. ·Then I wrote Mayor Hetrick telling 
him what my understanding was, and that is the 
letter of September 16th. So I suggested an ap-
pointment with him a week from Saturday. I was 
down at Sea Girt at that time. 

Q. Then did you meet him after that? A. Yes ; 
I received the letter from him of September ·19th, 40 
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which was adressed to me at Hackensack and in 
which he said: "I will be at my office Saturday 
morning, September 22, and I will be delighted to 
see you." 

I might say that the correspondence between Mr. 
Reid and Mr. Hetrick had come out to the stock-
holders. The creditors wanted to know what was 

10 going on and I think due to the fact that there was 
an article which had come out in the papers, that 
the property had been sold, but I think those ar-
ticles were out some time before. 

Q. Sold to the Coast Holding Company? A. 
Yes. So I saw Mayor Hetrick at the appointed 
time at Asbury Park on September 26th, and I 
have his letter with my written notation as to what 
he said in substance to me at that meeting. 

20 Q. Will you tell us what he said? A. He said 
that he entered into an agreement for the protec-
tion of the stockholders. 

BY MR. HAMILL: 

Q. What date was this? A. September 26, 1925, 
at Asbury Park. I met him at his office. 

Mr. Hamill: I object to this. That was 
30 afterwards. 

The Court : Objection overruled. 

BY MR. GILSON : 

Q. You may proceed. A. He said he had en-
tered into an agreement for the protection of the 
stockholders of the Bradley Hotel System, Incor-
porated, which was drawn but not signed, and I 
urged that it be signed and he said he would have 

40 it signed and send me the original or a copy. I 
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stated to him then and I think stated to him on a 
number of occasions before, that he ought to get 
me something for the protection of the .stockhold-
ers. I had known in a general way that he was 
doing something with the property, but I did not 
know what it was. 

Q. Did you ever get that agreement or a copy of 
it from Mr. Hetrick? A. He never sent it and 10 
never gave it to me. 

Q. When did you :first see it? A. Yesterday. 
Q. Who showed it to you? A. I saw it in the 

Receiver's office yesterday. That is the first time I 
have been over these papers-

Mr. Wall: The Receiver has had it for 
months, has he not? 

Mr. Gilson: Yes. 

Q. What happened after that conversation with 
Hetrick? A. Well, I got a letter from Preacher & 
Company, dated November 1, who wanted money 
and then I wrote to Mayor Hetrick and asked him 
to do .something. That is about all I have. 

Q. As I understand it, Mayor Hetrick was one 
of the promoters of the Bradley Hotels System 

20 

Mr. Hamill: I object. 30 
The Court: Objection sustained. 

Q. How did the organization of the Bradley 
Hotels System come about? A. Mayor Hetrick, as 
I understand, met Walter W. Reid, Jr., and they 
between them decided to interest people outside of 
Asbury Park. Mayor Hetrick had some local peo-
ple before that on an option, and I think it was 
the Bradley Hotels Company, and they had not 
gone through with it. 40 
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BY MR. HAMILL: 

Q. Is this hearsay? A. Conversation between 
Mayor Hetrick and myself and Walter Reid. 

Q. This was a conversation you are relating? A. 
Yes; when we got together. That was how the dis-
cussion came about as to what we were going to 

10 · do. This eventuated in the getting of these people 
together, in forming the corporation and taking 
over this option which Mayor Hetrick had. I do 
not know whether he had it then in legal form or 
just in a general form, but he had it in some form 
from the Bradley Estate. 

20 

30 

40 

BY MR. GILSON : 

Q. Well, Mayor Hetrick was one of the organ-
izers of the company, was he? A. Yes. 

Q. It was organized in Delaware with dummy 
organizer ,s and then transferred over? A. That is 
it. 

CROSS EXAMINATION BY MR. HAMILL: 

Q. Judge Smith, this Bradley Hotels Corpora-
tion was formed by you, was it, I mean as attor-
ney? A. Yes. 

Q. You drew the papers? A. Well, the papers 
were drawn up-whatever it was. 

Q. You were the attorney of the company? A. 
I was. 

Q. That is, you were the attorney in bringing 
about its formation and afterwards you were the 
attorney during the time when it had this option? 
A. Not all the time. The latter part of the time 
they employed and paid-I was not paid-Pratt & 
McAlpin, associate counsel, and that was largely 
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for the work that they were doing in getting the 
financial interests, in getting Preacher & Company 
to draw the plans and any assistance they could 
obtain from the McAlpin Hotel organization. 

Q. In other words, Pratt & McAlpin were the 
attorneys to look after all the matters connected 
with the construction of the proposed hotel? A. 
Well, it was not definitely put in that way. 10 

Q. And there were plans drawn for the hotel? 
. A. Yes. 

Q. And there were conferences had regarding 
the hotel? A. Yes. 

Q. Many conferences? A. Yes. 
Q. And Pratt & McAlpin insisted that they get a 

fee of $2,500? A. Yes. 
Q. For their services in this respect? A. Yes. 
Q. And they received that from the company? A. 20 

Yes. 
Q. Now, everything else outside of the hotel, the 

affairs of the company were looked after by you? A. 
No ; we had them in a lot of things. There was an 
amendment of the certificate of incorporation which 
they went into very thoroughly in order to put it 
into shape for the :financial backers to put their 
money into it. 

Q. So that the title would be all right, if they 
were going to get the money on the hotel? A. Well, 30 
yes. 

Q. On the line of the hotel, but you were the at-
torney for everything outside of what Pratt & Mc-
Alpin had to do? . A. I suppose so, yes. 

Q. And you knew abo1:1t this option, of course? A. 
Yes. 

Q. This meeting was brought about by Mr. Reid 
and his brother and a number of Newark men? A. 
Yes. 40 
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Q. There was a promotional fund put up to put 
that company on its feet? A. Yes. 

Q. And it was all the friends of Mr. Reid who put 
up that money? A. Well, I don't know particularly. 

Q. Well, you knew it was the Reids who advanced 
that promotional money? A. I guess it was. 

Q. That was something around $8,000? A. The 
10 books will show. I don't know. I did not handle 

that. 
Q. Mr. J. Herbert Reid was the president? A. 

Yes. 
Q. Mayor Hetrick was vice president and Mr. 

Krueger was the treasurer and you were the secre-
tary and assistant treasurer? A. That is true. 

Q. And all of you gentlemen were also members 
of the board of directors -? A. That is true. 

20 Q. Now, as a matter of fact, Mayor Hetrick was 
a director of the company? A. Yes. 

Q. He had no more power than any other director 
in the company? A. Well, I don't know. He exer-
cised more. He was the most active man of the or-
ganization. 

Q. That is the fact, he was the only man who did 
anything in that corporation to hold this option 
and to consummate this project? A. I would not 
say as broad as that. I would say he was the most 

30 active man and hardest working man. 

40 

Q. He was the hardest working man in the pro-
ject? A. Oh, yes. 

Q. Yet he was not anything more officially and 
legally than a director? A. That is a matter of law. 
I cannot testify as a witness to the law. 

BY THE COURT : 

Q. Can you put it this way: Do you know of any 
authority by resolution of the stockholders or by 
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resolution of the directors to perform different work 
than what the by-laws provide for the officers of the 
company to do or what the duties of a director call 
for? A. Only in the minutes of the meeting of Au-
gust 28, in which the matter of the extension of the 
option was ref erred to Mayor Hetrick and myself. 

BY MR. HAMILL: 

Q. That is all? A. That is all I can recall now, 
except as you might spell any general agency from 
the work that he did. 

BY MR. GILSON : 

Q. He was a member of the executive committee, 
too? A. Yes; he was. 

BY MR. HAMILL : 

Q. Who were the other members of the executive 
committee? A. I don't recall. 

Q. How many members were on it? A. I think 
three or five. 

Q. Which, may I ask? A. Maybe I can find it for 
you. The minutes will show. 

Q. Now, at this meeting of August 28th, what 
was done was for the company to decide that you 
and Mayor Hetrick should go and pay the money 
and get that option extended? A. Yes. 

Q. That was the authority with which both of 
you were clothed by the meeting of August 28, 1924? 
A. Well, that is what the minutes say. 

Q. And it was Mayor Hetrick who did that? A. 
Well, in conjunction with-as I say I do not recall 
whether that telephone talk with the representative 
of the estate was just a few days before or just im-

10 
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mediately afterward-whether it was that we found 
out we could get the option, or whether it was after-
ward-it was one or the other. 

Q. In all of these things, the work was that you 
conferred and Mayor Hetrick did it? A'.. Yes. 

Q. You were busy in your law practice or with 
your judicial activities? A. From around the first 

10 of September I was, but before that I was not. 
Q. But am I correct in saying that all of the ac-

tive work of that committee of which you were a 
member was done by Mayor Hetrick? A. Yes ; I 
suppose so. 

Q. That is, you gave him the checks and he took 
care of it? A. Yes. 

Q. He hadn't any more power from the company 
than you had to attend to that matter? A. Well, 

20 that is a matter of-
Q. I am asking you. You know about it'! A. I 

do not know what to say his power was. He was 
what you might hear called the "whole shooting 
match". 

Q. He was "the whole shooting match" in 
the sense that he was the willing horse, willing to 
take the lead? A. He wanted to. He wanted to 
carry out this project and was more interested than 
anyhody else. 

30 Q. He was more enthusiastic than anybody else? 
A. No ; he was more interested. He had sold prac-
tically all of the stock to the individual stockhold-
ers. He was very anxious that they should not 
lose and he was very anxious to see a hotel go up 
there. He was the person who had the most heart 
in the project at that time. 

Q. All of his work, all of this enthusiasm which 
he showed in selling stock and in wanting a hotel 

40 to go up and to make the project go, inured bene-
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ficially to the corporation, did it not? A. I sup-
pose so. 

Q. They got the benefit of Hetrick's work? A. 
Certainly. 

Q. And what did Mr. Reid do, if you know? A. 
Well, it is pretty hard for me to tell you. I know 
I took very little interest or did very little in ref-
erence to the hotel project, that is, the drawing of 10 
the plans, the getting of estimates and all that. I 
had nothing to do with that except that I might 
attend a few meetings. The Reids were in the 
thing. Mr. Britwood I think was in that and of 
course Mayor Hetrick was very active. 

Q. So that, Judge, as far as actual work was con-
cerned, your judicial duties kind of let you out of 
that? A. I did not muss into that very much. 

Q. You were secretary of the company? A. Yes. 2o 
Q. Did the Reids do anything? A. Well, as I say, 

they were in that, yes, but how active they were I 
do not know, because I was not active myself. 

Q. Now, Judge, that conference of August 28th 
was merely for the purpose of continuing the op-
tion. There isn't any doubt about that, is there? 
A. Well, I don't know. The matter that was dis-
cussed was very formally decided at that time. 

Q. Wh3t did the minutes of the meeting author-
ize yon and Mayor Hetrick to do? Read that. A. 30 
"The question of the extension of the existing op-
tion from the Bradley Estate was discussed; and 
on motion duly made, seconded and carried, it was 
directed that Mr. Hetrick and Mr. Smith be ap-
pointed a committee to arrange for an extension of 
the option for two months upon payment of $5,000.'' 

Q. That was the net result of all that was said 
and done at that meeting? A. Well, that is what .f 
put in the minutes but it is not all that was dis- 40 
cussed and decided at that meeting. 
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Q. That was the business of your meeting. Is 
there anything there about anything else outside 
of the option? A. Yes. What I put in the minutes 
was this, that the discussion was about that. Mayor 
Hetrick was to go out and try to get some more 
capital for a hotel, and I put this in the minutes: 
"Mr. Hetrick reported his negotiations with ref-

10 erence to obtaining a preliminary survey and an es-
timated cost of the hotel; and on motion duly made, 
seconded and carried, it was decided to defer the 
matter for further consideration at a subsequent 
meeting." 

Q. Now, then, the result of that meeting was that 
Mayor Hetrick, as one of the most active, said that 
he was going to try to get some money to carry the 
hotel project through? A. Or he was going to put 

20 the sale through. 
Q. Put the sale of what through? A. The land. 
Q. Your minutes do not say that? A. I know, 

because we were persuaded at that time to let 
Mayor Hetrick try and get the backing for a hotel. 

Q. That is, l\Iayor Hetrick persuaded the ot~ers 
to renew the option and not to sell the land then? 
A. I would not say to renew the option. That was 
decided on. They wanted to sell the land then. 
Renew the option and then dispose of the land. 

30 Q. So, the renewal of the option was decided on 
at that time? A. Yes. 

Q. Then what were they going to do with the 
land? Sell it piecemeal, by lots, were they? A. 
I don't know that it got down to that-there was 
a discussion about it-about what they wanted to 
do-disposal of the land in some form or another 
-and Mayor Hetrick prevailed. 

Q. They talked about the sale of the land as a 
40 real estate venture? A. Yes; auctioning it off. 
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Q. And Mayor Hetrick said at that time it was 
better these great plots be used for hotel sites? A. 
That is it. 

Q. Because they were best adapted for hotel 
sites. Then he eventually said he was going to try 
and see if he could not get money to come in? A. 
Yes. 

Q. The money that he was to try to make come 
in, was not to be for his personal benefit, was it, 
but for the benefit of the whole corporation? A. I 
do not recall that the discussion was about getting 
money to come in, but to get some bank or bankers 
to put up the money-I do not mean temporary 
money but a large amount of money which would 
warrant putting up the hotel. 

Q. That is, to fl.oat the hotel project? A. Yes, as 
it had been originally planned. 

Q. Now, Judge, in the forming of this corpora-
tion, your minutes say that $5,000 was to go t~ 
Mayor Hetrick? A. Yes. 

Q. You know he paid that over to Gillespie? A. 
That was my understanding. 

Q. That he paid that over to Gillespie? A. I 
assume he did. I suppose the checks will show it, 
or they may not. I do not know. That was my 
understanding, that it was to go to Mr. Gillespie. 

Q. Then this $100,000 worth of stock was handed 
over to make a payment for the option? A. No; 
it was not $100,000. It was nominal par value. 

Q. He got 100,000 shares under a written agree-
ment? A. That is right. 

Q. Under the agreement he redistributed them as 
soon as he--

Mr. Gilson: I object to that. That is not the 
fact. 

10 

20 

30 

40 
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Q. Well, Judge Smith, tell the fact. What did 
happen? .A. I am wondering whether it is material 
I am an interested party in this. I am wondering 
whether it is material, as to the disposition of this 
stock upon which no cash was paid in. There may 
be an assessment later. I do not like, as a witness, 
to testify to something in which I may be brought 

10 in subsequently by the Receiver. 

20 

Mr. Gilson: I object on the further ground 
that it cannot possibly have anything to do 
with the issue here. It is not fair to the wit-
ness. 

The Court : A letter from Mayor Hetrick is 
in evidence which shows what he wanted the 
company to do with the 100,000 .shares. 

Mr. Hamill: Judge Smith has said that l\Ir. 
Hetrick received $5,000. 

Q. Judge, Mr. Hetrick received 3,400 shares and 
then besides that he received other shares? A. I 
did not say he received any shares. 

Q. Yes, you did. A. If I recall, he was alluding 
to the 100,000 shares. I do not think there were 
any shares for himself. 

Q. That was preferred stock? A. That was pre-
30 ferred stock, but under the allotment that he got, 

Mayor Hetrick in his letter, said to issue so many 
shares to so many people, but I do not recall that 
there were any certificates of stock issued in accord-
ance with that letter. I say I do not recall, but 
there may have been some. Whatever there was, the 
books will show. 

40 

Q. Do you happen to know this, that there was 
ari agreement whereby a certain number of shares 
would be transferred to Mayor Hetrick and he was 
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to keep only 3,400 .shares for himself, and all the 
rest should be assigned to whomever the company 
directed? A. That is what he agreed to do. 

Q. Do you know that? A. I think the minutes 
show that. 

Q. Now, at these meetings, the only times at 
which the option was discussed, were at this meet-
ing of August 28th and then at your meeting on 10 
September 26th when you met him in his office? 
A. No; I would not say that. 

Q. The first time the question came up about 
saving the option, about the option being in dan-
ger, was at the meeting of August 28, 1924? A. 
No ; the option was in danger lots of times. 

Q. Let us know when you met Mayor Hetrick 
after August 28, 1924. That was the meeting 
where you were authorized, the both of you, to save 20 
the option and pay $5,000 and you gave him the 
check and he did it? A. I would be inclined to 
take his version of that, whether it was before or 
after that. I do not recollect. 

Q. ~tihe net result of the talk was that he said 
he wou]d do all he could to save this project, that 
he was going to use his best endeavors? A. Yes; 
I think he talked that way at the meeting. 

Q. And that is what he said at any subsequent 
meetings, too? A. Just as I have said. I would 
not sum it up in the words that you use. 

Q. That he would do his level best to save the 
project? A. No; he said more than that. He said 
he had plenty to do. 

Q. Did you call any meeting of the board of di-
rectors to consider what he said? A. No. He was 
to call the next meeting. He was to go ahead and 
dispose--that is, at this last conference in 1924J 
he was to go ahead and dispose of the property or 

30 

40 
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put it in shape to dispose of, and he would call 
any meeting that was necessary. He was the act-
ing president. 

Q. Where was the president? .&. The president 
was down in Baltimore with his brother. His broth-
er was having a series of very serious operations. 

Q. Do you mean to say the president just passed 
10 the buck on to the vice president? A. He urged 

the vice president to take it over, that he could not 
act. That is the fact of it. 

Q. And what did you do in that? A. Well, I left 
the matter in their hands. As I say, I had started 
in on my work on the Bergen Circuit, the first time 
on the bench, and I was having all I could do and 
I did not do anything else, as I recall, nothing par-
ticular. If you can refresh my recollection,-! 

20 may have been at a meeting once or twice, but I 
do not recall any. 

Q. I will try to refresh it in this way: Surely, if 
he had said anything to you that would have in-
volved the terms of a contract you, as a lawyer, 
would know that the board of directors should be 
called together to take action on it? A. If you 
want my reaction to that, it was this: That he was 
the man who was most interested in the outcome of 
the company and I felt perfectly well satisfied to 

30 leave it to him, because I knew he would do more 
than anybody else. 

Q. In other words, Judge, you left it to him be-
cause he was willing to do all of the work? A. He 
said he would. 

Q. When you say he was the most interested, 
you do not mean that he had any more interest in 
the company than any other director legally? A. 
Well, he was a director, and of course he had that 

40 interest, and he was also interested in having a 
hotel built. 
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Q. You are talking about his sentimental inter-
est? A. Yes ; he had those two interests. He was 
interested in the development of that property for 
a hotel. He was also interested, if he could not get 
a hotel there, to get all the money out of the project 
and pay these people to whom he had sold the pro-
ject. 

Q. Was he any more interested legally than any 10 
of the other directors? A. That is a matter of 
law. 

Q. What would you say to that as a matter of 
law? I will take your opinion on it. 

Mr. Gilson: Objected to. 
The Court: Objection sustained. 

Q. He had not any special powers as a director 
other than those the other directors possessed? A. 
It seemed he had the power. 

Q. Not what it seemed. Did he? 

Mr. Gilson: Objected to. 
Mr. Hamill: Question withdrawn. 

Q. Was there any consideration offered to him 
for doing this? 

Mr. Gilson: I object to that. That is a ques-
tion of law. 

The Court: Objection overruled. 

A. The only consideration I know of was the giv-
ing of $5,000 to take over the option, I mean, to 
extend the option, and the direction from the pres-
ident to him to act as president. ·That is the only 
consideration that was given him. 

20 

30 

40 
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Q. And no action was ever taken by the company 
afterwards, at any time afterwards or in any con-
ference that you and Mr. Hetrick had regarding 
this option? A. I do not believe that there was 
any corporate act. I think we had some meetings, 
but I cannot recall. 

Q. What was done? AL We had some meetings, 
10 but there was no quorum present. 

20 

30 

Q. Have you any record of any meeting after 
August 28th at which this matter was discussed? 
A. I have no record of any minutes of any meeting. 
I have a record of notices being sent out for meet-
ings, but if they were held, the minute book does 
not show any actual corporate meeting. 

CROSS EXAMINATION BY MR. WALL: 

Q. When did you first hear of the Coast Hold-
ing Company? A. I could not tell you. It was 
some time between the latter part of 1924 and when 
Mr. Reid wrote Mr. Hetrick in the fall of 1925. 

Q. Can you fix it closer than that? A. I don't 
think so. 

Q. Had you ever heard of the Coast Holding 
Company before April 1st, 1925? A. I could not 
tell you that. 

Q. I call your attention to the fact that it was 
formed in May, 1925? A~ Then, I suppose I did not 
hear about it before that. 

Mr. Gilson: No; it was formed April 8, 
1925. 

Q. Well, when did you first hear of it? A. I 
think when I heard about it was when the publicity 
came out in the newspapers applied to this prop-

40 erty. 
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Q. When this meeting was held on August 28, 
1924, and you were appointed along with Mr. Het-
rick to look after this option, when did you find 
that the option had expired? A. Well, the option 
was up, as I recall it, about November 1st, and it 
was in Mayor Hetrick's hands either to extend it in 
some way without money from the company, be-
cause it did not have any, or to let it lapse. 

Q. When did you first learn that it had not been 
extended? A. I could not tell you that. I might 
have had some conversations with Mayor Hetrick 
over that period, that is, from the latter part of 
the fall through to the next summer. I do not 
doubt I did, but I haven't any records. I haven't 
any correspondence or anything to fix it by. 

Q. You have no recollection or data from which 
you can say when you first learned that the option 
had expired? A. I don't know. I think I probably 
heard it from other people in the company. Mr. 
Reid was down at Allenhurst and of course would 
probably get the information. 

Q. VVhE-'n you heard it, you do not know? A. 
I do not recall. It was some time during that time. 

Q. During what time? A. Some time preceding 
my meeting with him in September, 1925, because 
then he said a deal had been made which would 
protect the stockholders. 

Q. You never knew what that deal was? A. No. 
Q. Until you saw the contract with the Coast 

Holding Company? A. That is true. I saw a 
copy of it. 

Q. And after that meeting of August 28, 1924, 
when Mr. Hetrick was to extend the option, you did 
nothing further about the extension of the option? 
A. Nothing afterwards; no. 

10 

20 

30 
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Q. Where did the money come from that was 
used for that extension of the option? A. There 
was money subscribed by some of the directors. 

Q. Did you subscribe any? A. I did not sub-
scribe anything. My understanding, I think, was 
that I would furnish my services and they would 
give me some stock for my services, and I never 

10 received any money at all. 
Q. And never contributed any? A. Never con-

tributed any. 
Q. Do you know the source of the money that 

was used for the extension, we will say, of the last 
option? A. Oh, yes; that came from sales of stock, 
as I recall it, which had been made. 

BY THE COURT : 

20 Q. That was the extension which expired Novem-
ber 1, 1924? A. Ye:s. That was what I recall of 
the money that had been collected from these va-
rious people around the shore who had subscribed 
to the preferred stock. 

BY MR. WALL: 

Q. And there was never anything, of which you 
had knowledge, that fixed the amount that was to 
be taken care of at $36,000 or thereabouts? A. I 

30 never knew the amount until I saw it in this agree-
ment. Perhaps I might have known how much 
money had been subscribed from time to time by the 
treasurer's report or something of that kind, but I 
had not that information in my mind. 

Q. You do not poinu to any promise of Mayor 
Hetrick to pay this money? A. Not a direct prom-
ise to pay. 

Q. Do you point to any indirect promise? A. 
Well, the fact that he agreed-he said that he had 

40 



William A. Smith. Called by Oomplainan.t. Cross. 

people that would buy this particular property and 
he would arrange its sale for a sufficient sum to pay 
all these people. 

Q. But you do not call that a promise? A. Yes; I 
do. 

Q. You do? A. Yes; I do. He was in charge of 
the option and let the option expire. 

Q. When was that that you are speaking of now? 10 
A. That was at the last conference in September or 
October, whatever it was, after Mr. Hetrick had 
asked-

Q. September or October when-1925? A. 1924, 
the conference that I had with Mayor Hetrick and 
Mr. J. Herbert Reid. 

Q. Won't you tell us, as accurately as you can, 
what you consider those words were that Mayor 
Hetrick said that made it a promise? A. Well, I 20 would say, it is pretty hard for me to give anything 
verbatim, but at that meeting he was unable to get 
anybody who was going to put up the money to 
erect the hotel, and Mr. Reid told him then he had 
to go ahead and dispose of this property to the 
people that he had. He said he would, and that was 
following out the lines of the discussion at the meet-
ing of August 28th when he said that if he could 
dispose of that property he could get enough to take 
care of everybody, but he wanted first an opportu- 30 
nity to try and raise money. 

Q. That is all there was to the promise? A. Yes. 
Q. That is the whole thing? A. That is the sum-

mary of it. I cannot give you anything more defi-
nite. Mr. Reid, I think, recalls it much better than 
Ido. 

Q. That is what you regard as a promise? A. 
Yes. 

40 
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Q. To whom was that addressed? A. Mr. Reid 
and myself. 

Q. vVas that promise ever addressed to the body 
of the board of directors as far as you knew? A. 
Not as far as I know. 

Q. That is the only promise that you can recall? 
A. Well, I would not say the only one. 

10 Q. Well, what do you say it was? A. The pre-
vious one at the meeting of the board. 

Q. State that promise? A. I have stated it be-
fore, that at the meeting of the board, as I recall 
it, of August 28th, if they would give him an op-
portunity to raise the money to carry out the proj-
ect and stop any attempt now to sell it, why he 
would dispose of the property if he could not get 
the money; if he could not raise the money he would 

20 dispose of the property at a sufficient sum to take 
care of everybody. He told that to the board at 
that meeting. 

Q. Is not that rather a guarantee than a prom-
ise? 

Mr. Gilson: I object. 

Q. He said he would try to do it; is that correct? 
A. He said he would do it. 

30 Q. You understood that that was a promise? A. 

.40 

Yes. 

BY MR. HAMILL: 

Q. You say he had charge of the option and he 
let the option expire. He did not have any more 
charge than you had of it? A. Well, I think he did. 

Q. The last time that the option was in the hands 
of anyone to save was at the meeting of August 
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28th when you and he were directed and appointed 
to put up $5,000 and save it? A. That is the only 
corporate action. 

Q. That is only corporate action, but all the other 
times when the option was saved it was saved by 
corporate action? A. I would not say that offhand. 
I mean the minutes would show whether it was or 
not. 10 

Q. Whenever it was extended, it was done in a 
formal way? A. I am not .sure, but during some of 
that period the option went along without any for-
mal extension for some time and then was taken up 
by a formal option. 

Q. You mean the option was allowed to run out? 
A. It might have been. 

Q. Do you mean that? A. Well, I don't know. 
Q. You don't . know-that is what you mean. A. 20 I say it might have been. 
Q. You do not mean to state that as a matter of 

fact, do you? A. No. I have nothing to go by. The 
minutes would show. 

Q. In the arrangements for the extension of the 
option, there were written papers, were there not? 
A. Yes. 

Q. It was done formally and legally? A. Well, it 
was not all formally and legally. There were a lot 
of times we did not get any assignment from Mr. 30 
Hetrick. It would run along for a month or .so. 

Q. You mean, as a judge and a lawyer, that you 
would let a man offer to do something on the failure 
of which the whole company would be ruined, with-
out taking some kind of writing from him? 

Mr. Gilson: Objected to. 
The Court: Objection sustained. 
Mr. Gilson: I reserve the right to recall 

Judge Smith. 40 
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J. HERBERT REID, sworn as a witness on the part 
of the complainant, testifies as follows: 

DmECT EXAMINATION BY MR. GILSON: 

Q. You are vice-president of the Bradley Hotels 
System, Incorporated? A. I was. 

Q. From the time of its organization down to the 
time of the expiration of the last option on that 
real estate? A. Yes; that is right. 

Q. How did the organization of that corporation 
come about? A. Well, the first I heard of it, my 
brother Walter, who lives down at Allenhurst and 
is more or less familiar naturally with that section, 
told me that Mayor Clarence Hetrick had an op-
tion-

Mr. Hamill: Objected to. 

Q. Not what he told you. A. Well, he-

BY THE COURT : 

Q. It first came about through conversations with 
your brother? A. With my brother. 

Q. As a result of which you saw Mayor Hetrick? 
A. As a result of which I saw Mayor Hetrick. 

30 
BY MR. Gn,soN : 

Q. Go on. A. And it was suggested, or I mean I 
learned that Mayor Hetrick had an option on a 
certain tract of beach front property down there at 
a price that was, in our opinion, and in the opinion 
of men with whom I talked, almost a gift, and at 
previous conversations I learned, , or it was sug-

40 gested that we incorporate a company for the pur-
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pose of erecting hotels on this property. The op-
tion, of course, to my understanding, that Mayor 
Hetrick had was only a verbal option, but if we 
could raise $10,000 we could secure a legal option 
from Mr. Gillespie, the administrator of the Brad-
ley estate. Well, the first thing that induced me to 
invest was the representation and my belief that if 
we did not succeed even in putting across a compre-
hensive scheme that contemplated ~n investment of 
something like nine million dollar.s in hotels, there 
was sufficient land value there to show a very fine 
return on the investment. So, with that feeling, 
with that belief, I went to half a dozen of my 
friends in Newark and prevailed upon them to put 
up $1,000 or $2,000 a piece and come into this en-
terprise with us in an effort to put it across. It. was 
agreed that this amount, this original contribution 
of about $1,000 or $2,000 a piece, that that money 
should be returned to them out of the proceeds from 
the first stock that was sold. I got together this 
group, various men were elected to the board and 
we had several meetings when I believe one or two 
of the directors for various reasons desired to with-
draw. 

Mr. Wall: I object to this. This is all irrele-
vant and immaterial. 

Q. The result of it was that you got these people 
interested in it and this option was taken over by 
the company? A. That is right. 

Q. Then, you are familiar with the various exten-
sions of that option up to the latter part of the sum-
mer of 1924? A. More or less. I know that they 
were effected by Mr. Hetrick. 

Q. Now, before the expiration of the last exten-
sion of the option, which was November 1, 1924, do 

10 
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you recall whether it was decided by the Bradley 
Hotels System people to carry through the original 
project or to step aside? 

Mr. Hamill: Objected to as leading. 

Q. Prior to November 1st, 1924, when the last ex-
10 tension of the option expired, what was done if any-

thing, to carry through the original project? A. 
,vell, we had come to the realization of the fact that 
our project was too big and could not be put across 
and then the only remaining thing to do to protect 
our stockholders was to take the profit that we an-
ticipated all along if the land was sold, and reim-
burse our stockholders. 

Q. Was that put up to Mayor Hetrick? A. Oh, 

20 that was frequently discussed with Mr. Hetrick. 
Colonel McAlpin, at a meeting at his office in New 
York-I cannot place the date-though it was very 
improbable we would be able to go through with the 
erection of the hotels. Even if we should manage 
to build them, then there was real concern over the 
possible successful operation of them, and here we 
are in a position to take a very handsome propo-
sition on the land. To my knowledge, Mr. McAlpin 
gave that opinion, that the only thing to do was to 

30 dispose of the land. Mr. Hetrick was the one who 
stood out in opposition to the disposal of the land. 
I had even heard outside of the meeting-

Mr. Hamill: Objected to. 

Q. What was his reason for standing out against 
that? A. Well, the reason that Mr. Hetrick-I be-
lieve-

40 Mr. Hamill: Objected to. 
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Q. What reason did he give, if any, for his not 
agreeing to the sale of the land? A. Mr. Hetrick 
continued to tell us that he still felt the undertak-
ing could be :financed and that he felt he could get 
in touch with the people who would :finance it. 

Q. Well, did he give you any reason for not want-
ing the land sold as a real estate deal? A. I al-
ways felt- 10 

Mr. Hamill: Objected to. 

Q. I mean: Did he say why he did not want that 
done? A. Why he did not want the land sold? 

Q. Yes, for development purposes or anything 
else except a hotel? A. The only reason he gave 
us was that he felt he could secure money to :finance 
the hotels. He wanted the hotels. 

Q. Can you :fix the date of that conversation, the 
next one with Colonel McAlpin? A. There were 
so many similar conversations had on the same point 
that I cannot remember. I mean on the sale of the 
land, that was so frequently discussed that I cannot 
place the dates of the various conversations. 

Mr. Gilson: I call on counsel for Mayor Het-
rick to produce letter of September 8, 1925. 

20 

Mr. Hamill: Here it is. 30 

Q. I show you Exhibit C-9, which is a letter writ-
ten to you hy Mayor Hetrick and dated September 
29, 1924. Now, will you .see if that refreshes your 
memory so that you can fix the date or dates of 
these conversations, about Mayor Hetrick wanting 
to go ahead and try to raise money to :finance the 
project himself. Was it before or after September 
29th? A. It was before this date, of course. 

40 
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Q. Now, you are sure about that? A. Oh, ab-
solutely. 

Mr. Gilson: I offer in evidence letter from 
J. Herbert Reid to Mayor Hetrick, dated Sep-
tember, 1925, produced by counsel for Mayor 
Hetrick. 

10 Mr. Hamill: I object upon the ground that 
it is nearly one year after the expiration of the 
option and that it is a self serving .statement. 

The Court: Objection overruled. 
(Marked Exhibit 0-10.) 

Q. I call your attention to this part of the letter: 
"However, my previous letters to you asking for 
information regarding the return to be made to the 

20 
Bradley Hotels System out of the proceeds from the 
sale of the land which was held by our company un-
der option, have all remained unanswered. You 
must appreciate, Mr. Mayor, that our friends to 
whom we .sold stock in the Bradley Company are 
referring to me for information. I have already in-
formed some of them, as per our understanding 
with you, that by .stepping aside the Bradley Com-
pany was permitting the sale of this land at a price 
that would guarantee to us the return of all expen-

30 ses up to the date of the sale, making possible a re-
turn to all of our investors dollar for dollar the 
amount of their investment. This was the very def-
inite understanding had with you in the presence 
of Judge Smith and others, and I am at a loss to 
under .stand why you are not giving me definite in-
formation as to when this sale is to be consummated 
so that we can advise our investors when their 
money will be returned to them. I have written 

40 
to you and I understand Judge Smith hag written 
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to you-we have not even had a reply to our let-
ters". 

Q. This was almost a year after the expiration 
of the option. Now, when was it that Mayor Het-
rick made that very definite arrangement, as you 
express it in that letter? A. I can fix the time I 
think, in this way: I went to Baltimore with my 
brother- 10 

BY THE COURT: 

Q. Wait a moment, Mr. Reid. Think it over in 
your own mind. Think over the facts that you think 
will enable you to fix it definitely, and then tell us, 
without thinking out loud? A. I should say ap-
proximately the middle of October. 

BY MR. GILSON : 

Q. What year? A. 1924. It was between the 1st 
and 15th of October, I should say. 

Q. What was your reason for stepping aside and 
permitting the sale of the land, as stated in your 
letter of September 18, 1925? 

Mr. Hamill: I object. 

Q. What was your reason for letting the option 
expire from November 1, 1924? 

Mr. Hamill: I object. 
The Court: Objection sustained. 

Q. ~Thy is it you did not do something to obtain a 
further extension rather than let the option expire 
November 1st, 1.924? A. Because I was kept out of 
the state by reason of my brother's illness and fur-

20 

30 

40 
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ther because Mayor Hetrick was the only one who 
had had any dealings at all with the representa-
tives of the owners of the property. All previous 
options had been secured by Mayor Hetrick from 
the representatives of the property and all such mat-
ters had been attended to by him from the very be-
ginning. I had never met Mr. Gillespie, who repre-
sented the owners. 

Q. Well, referring to your letter of September 8, 
1925, Exhibit 0-10, did the part you took in stepping 
aside and permitting a sale of the land by Mayor 
Hetrick have anything to do with your not taking 
any further part in the matter? 

Mr. Hamill: I object. 
The Court: Is not that in effect asking the 

witness: What do you mean by the statement 
contained in your letter of such and such date? 

Mr. Hamill: If that is what it means, I have 
no objection. 

Mr. Gilson: I will put it that way. I will 
adopt the language of the Court. 

Q. What did you mean by saying, in your letter 
of September 8, 1925, Exhibit 0-10, that you were 
stepping aside so as to permit the sale of the land by 
Mayor Hetrick? A. I may not understand you. My 
answer to that would be : I meant just what I said. 

Q. Let me ask you this: Before you went to Bal-
timore you had decided to step aside and let the 
property be sold; isn't that so? A. Oh, yes; we 
reached the conclusion we could not do anything 
else. 

Q. So that the inducement for stepping aside was 
not the fact that you were in Baltimore? A. No. 

Q . . Then, what was the inducement for stepping 
aside? A. Because there was nothing else for us to 
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do except avail ourselves of the opportunity to dis-
pose of the land. 

Q. Did Mayor Hetrick's proposal to take care of 
the creditors and stockholders have anything to do 
with your stepping aside? 

Mr. Hamill: Objected to. 
The Court: Objection sustained. 

Q. What other inducement was there for your not 
taking any more part in it before you went to Balti-
more? 

Mr. Hamill: I object to the form of the ques-
tion. 

The Court: Objection overruled. 

A. The inducement was the reaping of the profit on 
the land to return to our investors, make a return 
to our investors. 

Q. Where did you expect to get that return? A. 
It · was definitely stated by Mayor Hetrick that he 
could sell the land, he had parties who were willing 
to buy it, who would pay a price for the land suffi-
cient to reimburse the Bradley Hotels System, In-
corporated, for every dollar of their expenditures to 
date. 

Q. And that was the real reason why, you, as a 
party, were stepping aside? 

Mr. Hamill: Objected to. 
The Court: Objection sustained. 

CROSS EXAMINATION BY MR. HAMILL: 

10 

20 

30 

Q. When you wrote that letter of September 8, 
1925, you received a reply from Mayor Hetrick, 40 
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didn't you? A. To that one I did. I had written a 
number prior-

BY THE COURT: 

Q .. We are not talking about any other letter. We 
are talking about this one. Did you get a reply to 

10 that? A. Yes; I received-

20 

30 

40 

The Court: Have you the reply, Mr. Gilson? 
Mr. Gilson: What is the date? 
Mr. Hamill: September 9, 1925. 
Mr. Gilson: I haven't it. Judge Smith has it 

in his valise. 
(Letter is produced.) 

BY MR. HAMILL: 

Q. ( Showing witness) Did you receive this? A. 
I received this. 

Q. This is the one that reads: "To put it mildly," 
and so forth? A. Yes. 

Mr. Hamill: I ask to have it marked for iden-
tification. 

(Marked D-1 for Identification.) 
( Letter is read. ) 

Q. That was the answer you got? A. Yes. 
Q. You told us that the reason you did nothing 

about saving this option was because you were not 
familiar with your property and because you 
thought Mayor Hetrick would take care of it? A. 
Yes. 

Q. But you did nothing at all because of that? 
A. That is right. 
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Q. And the first time that you ref erred to it, 
after the expiration of the option, was by this letter 
of September 8th? A. Most certainly not. 

Q. Is that a fact? A. No, sir. 
Q. Do you mean that you did refer to it after 

that? A. Previous to that. 
Q. When? A. In letters to Mayor Hetrick. I am 

talking about the year 1925. 
Q. Yes. A. After the expiration of the option? 
Q. Yes. A. Well, we were awaiting adjustments 

-did I ever write about it previous to this letter? 
Q. Yes. A. Yes; in a number of letters. 
Q. In a number of letters? A. In a number of 

letters. As I explained in this letter to Mr. Hetrick. 
This is the only one that he replied to. He avoided 
all the information that I wanted. 

Q. Did you ever call your company together to 
take any corporate action. A. Well, I think not. 
The minutes will show. 

Q. Who procured the promotional fund-you and 
your brother, was it not? A. I think I did it en-
tirely, as I recall. 

Q. That was a loan, that promotional fund? A. 
Yes ; that was a loan. 

Q. It was that promotional fund which made pos-
sible the formation of the company? A. The secur-
ing of the option made it possible. 

Q. I mean lt was the promotional fund that made 
it possible for you to get the option? A. I presume 
that would be true. 

Q. You know that the $5,000 paid to Mr. Hetrick 
was paid over to Mr. Gillespie? A. I presume it 
was. We secured the option. 
BY THE COURT : 

Q. You had no reason to doubt it? A. No; ab-
solutely not. 
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Q. Before the company was formed, your under-
staJ1ding was that Mr. Hetrick had this option and 
had paid $5,000 for it? A. Yes. 

Q. You took it off his hands by reimbursing him? 
A. It was never explained. 

Mr. Gilson: $5,000 from this company went 
10 directly from Mr. Hetrick to Mr. Gillespie. 

CROSS EXAMINATION BY MR. WALL: 

Q. '\Vhen Judge Smith was testifying you were 
in the room, were you not? A. Yes, sir. 

Q. You heard his testimony to the effect that 
the body of stockholders or directors were rather 
against continuing the original hotel idea and 
wanted to cash in on the land value? A. Yes ; I 

20 heard that. 
Q. And you heard his testimony that Mayor Het-

rick begged further time and that was given him? 
A. Yes. 

Q. And he, Judge Smith, helped him get it and 
stood out against the others; you heard that? A. 
I heard that. 

Q. That agrees with your recollection? A. Yes. 
Q. And you also say that it was the illness of 

30 your brother in Baltimore that prevented you from 
being on hand to prevent the expiration of the op-
tion? A. Yes. 

Q. That is. true, is it? A. That is true. 

BY MR. GILSON : 

Q. You mean, as I understand it, Mr. Reid-

Mr. ·wall : Do not tell him what he means. 
4:0 Mr. Gilson: I want to find out if I have it 

correctly. 
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The Court : He has already testified. It is 
in connection with his answer about the illness 
of his brother in Baltimore that you are going 
to question him. Do not ask a leading ques-
tion about it. I think it is covered by his tes-
timony. 

Mr. Wall: I have no objection asking the 
question if it is not a leading question. 

Mr. Gilson: I offer in evidence certified copy 
of the certificate of incorporation of Coast 
Holding Corporation, dated April ~, 1925, the 
incorporators being Clarence E. F. Hetrick, 
Francis 0. Noble, Albert B. Maginnis, ac-
knowledged in New York on April 8, 1925, and 
received in the office of the Monmouth County 
Clerk for record on April 11, 1925, and :filed in 
the Secretary of State's Office, A!pril 17; 1925. 

(Marked Exhibit 0-11.) 
Mr. Gilson: I now call on defendant Coast 

Holding Corporation to produce its minute 
book. 

( Book produced) 
Mr. Gilson: At the first meeting of the in-

corporators of the Coast Holding Corporation, 
April 21, 1925, the minutes show that the fol-
lowing directors were elected: Olarence E. F. 
Hetrick, J?rancis 0. Noble, Albert B. Magin -
nes, and that each of them had 100 shares of 
stock. The minutes also show that the secre-
tary presented a proposal from the Eastern 
Parkway & Bedford Avenue Corporation, of-
fering to sell to this corporation certain shore 
property situate in Alsbury Park and described 
as follows : describing three tracts of property, 
which, I think, are admitted are the three 
tracts upon which the Bradley Hotels System 
had the option. 
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Mr. Wall: Right. 
Mr. Hamill: Yes. 
Mr. Gilson: For the total amount of $7 45,-

000, to be paid for by the execution and deliv-
ery by the corporation of three first lien pur-
chase money mortgages, in the following re-
spective amounts: Block 1, $300,000; Block 

10 2, $300,000; Block 3, $145,000. 
I also offer the minutes of the meeting of 

May 15, 1925, a special meeting of the board 
of directors held that day at which Mr. Isaac 
Marshall acted as secretary of the meeting and 
the following were present: Clarence E. F. 
Hetrick, Mr. Donald V. Muhleman. Mr. 
Muhleman exhibited to the board an agree-
ment dated May 15, 1925, between the com-

20 pany and Mr. Hetrick individually in regard 
to certain moneys to be paid under circum-
stances as set forth in the agreement. The 
agreement was read to the board, and upon mo-
tion duly made, seconded and carried it was 
resolved that the action of the officers of the 
corporation in signing the agreement be and 
the same is hereby ratified, approved and con-
firmed. 

30 

40 

Mr. Pettit was also present at that meetin~, 
and Mr. Pettit was elected vice president. 

The minutes of the Board of Directors of 
September 2, 1925, set forth that Mr. Muhle-
man then requested Mr. Hetrick to leave the 
room and the board then considered the com-
pensation to Mr. Hetrick as an officer of the 
corporation, and upon motion duly made and 
seconded it was unanimously resolved by the 
members of the board present that the corpora-
tion pay out of any moneys in its possession or 
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to come into its possession the sum of $10,000 
on account of services heretofore rendered by 
Mr. Hetrick and disbursements incurred by 
him. 

Mr. Marshall was then requested to leave the 
room and the board then considered the com-
pensation to be paid to him, and upon motion 
duly made and seconded it was unanimously 
resolved by the members of the board present 
that the corporation pay out of any money in 
its possession or to come into its possession the 
sum of $10,000 on account of services rendered 
heretofore by Mr. Marshall and disbursements 
incurred by him. 

Mr. Muhleman was then requested to leave 
the room and the board then considered the 
compensation to be paid to him as counsel, and 
upon motion duly made and seconded it was 
unanimously resolved by the members of the 
board present that the corporation pay out of 
any moneys in its possession or to come into 
its possession, the sum of $10,000 on account 
of services rendered heretofore by Mr. Muhle-
man representing Larkin, Rathbone & Perry, 
as counsel and disbursements incurred by 
them. 

The whole board then considered compen-
sation to be paid to Mr. Pettit. Upon motion 
duly made and seconded it was unanimously 
resolved that the corporation pay out of any 
moneys in its possession or to come into its 
possession the sum of $10,000 on account of 
services rendered by Mr. Pettit and disburse-
ments incurred by him. 

I also offer the minutes of April 20, 1926, 
at which there was a discussion in regard to 
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salaries for the officers of the corporation and 
it was unanimously resolved that the officers 
of the corporation be paid at the rate of $15,-
000 for the year 1926. There was further dis-
cussion in regard to additional payments of 
counsel fees and it was unanimously resolved 
that the corporation pay $ on account 
of their services. 

Now, I call on defendant Coast Holding Cor-
poration to produce letter of April 1, from Mr. 
Gillespie to Mr. Hetrick. 

· ( At this point recess is taken until two 
o' cloclf in the afternoon. ) 

Mr. Gilson: I renew my call for letter of 
April 1 from Mr. Gillespie to Mr. Hetrick. 

20 Mr. Wall: ·will you pass that for the mo-
ment? 

Mr. Gilson: May I have the original agree-
ment? 

Mr. Wall: VVe have copies. 
Mr. Gilson: I also ask for the deeds. 

ISAAC MARSHALL, called as a witness on the part 
30 of the complainant, testifies as follows : 

DrnECT EXAMINATION BY MR. GILSON: 

Q. In May, 1925, what office did you hold in the 
Coast Holding Corporation? A. Treasurer. 

Q. And at that time you were an officer of the 
Eastern Parkway & Bedford Avenue Corporation? 
A. Yes, sir. 

Q. What office did you hold in that corporation? 
40 A. Treasurer. 
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CROSS EXAMINATION BY MR. HA.MILL: 

Q. The Eastern Parkway & Bedford Avenue Cor-
poration is a New York Corporation? A. A New 
York corporation; yes, sir. 

Mr. Wall : Here is the original agreement. 
This deed is produced from the possession of 
Central Union Trust Company, and they ll.ave 
prepared a careful copy of it. 

Mr. Hamill : I off er in evidence letter from 
S. H. Gillespie, executor, to Mayor C. E. F. 
Hetrick, dated April 1, 1925. 

(Marked Exhibit C-12.) 
Mr. Gilson : I offer in evidence deed from 

Samuel H. Gillespie, executor and trustee un-
der the last will and testament of James A. 
Bradley, deceased, to Eastern Parkway-Bed-
ford Corporation, dated May 8, 1925; recorded 
May ·91

, 1925, in book 1W7 of Deeds of Mon-
mouth County, on pages 43, etc.; and it is ad-
mitted that this deed describes the three tracts 
covered by the original option to the Bradley 
Hotels System. 

Mr. Wall : I do not know that. Why don't 
they speak for themselves? 

Mr. Gilson: It is admitted in your answer 
but it is not admitted in the others, that this 
deed conveys that property. 

Mr. Hamill: We admit the description of the 
property. 

The Court: You admit the description of the 
property? 

Mr. ·wan: "\Ve admit that when he speaks 
of certain property by metes and bounds or 
however he speaks of it, that that is the prop-
erty that the Eastern Parkway-Bedford Ave-
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nue Corporation bought from Gillespie. There 
are three parcels. 

Mr. Hamill: We admit in our answer that 
the property described in paragraph 10 is the 
property under discussion. That is all we can 
admit. 

(Deed is marked Exhibit 0-13.) 
Mr. Gilson: Now I offer in evidence deed 

from Eastern Parkway-Bedford Avenue Cor-
poration to Coast Holding Corporation, dated 
May 12, 1925 ; recorded in book 1297 of deeds 
for Monmouth County, pages 187, etc., May 
20, 1925. 

The Court : Is it admitted that the property 
described in this deed is the same property de-
scribed in the deed from Gillespie to the East-
ern Parkway-Bedford Avenue Corporation? 

Mr. Wall: Yes, sir. 
(Marked Exhibit C-14.) 
Mr. Gilson: Now: I offer in evidence agree-

ment dated May , 1925, between C. E. F. 
Hetrick and Coast Holding Corporation, signed 
by C. E. F. Hetrick and Coast Holding Corpo-
ration by C. E. F. Hetrick, president, and at-
tested by I. Marshall, treasurer. 

;(Marked Exhibit C-15.) 
Complainant rests. 
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DEFENDANTS' CASE. 

CLARENCE E. F. HETRICK, one of the defendants, 
sworn as a witness in his own behalf, testifies as 
follows: 

DIRECT EXAMINATION BY MR. HAMILL: 

Q. You reside in Asbury Park? A. Yes. 
Q. You are Mayor of Asbury Park? A. Yes. 
Q. And have been for a number of years? A. 

Yes. 
Q. That is, you were mayor of Asbury Park at 

the time when the Bradley Hotels System was 
formed and before that? A. Yes. 

Q. How long have you been Mayor of Asbury 
Park? A. Fourteeen years. 

Q. W"ill you tell us how you came to be inter-
ested in the Bradley Hotels System, Incorporated? 
A. For a number of years I have been endeavoring 
from a civic standpoint to preserve the ocean front 
that Mr. Bradley had held title to, for the purpose, 
I thought, and as other men in Asbury Park saw 
it, for the proper development of the property for 
the benefit of Xsbury Park. Certain projects had 
been planned at various times after Mr. Bradley's 
death, in which I had been interested and in which 
I was trying to engage the co-operation of the busi-
ness men of Asbury Park, but through various 
jealousies which came up I was not successful en-
tirely in developing these particular plots which I 
thought was necessary for the proper working of 
Asbury Parle Out of one of them had come the 
Berkley-Carteret, and I was hopeful that the other 
parcels could be developed with buildings of a 
similar character and similar type. One company 
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had failed to carry through after moneys had been 
subscribed. Those moneys were returned to the va-
rious stockholders. I was president of that first 
corporation. 

Q. That was the Bradley Land Corporation? A. 
That was the Bradley Land Corporation. 

Q. That project did not go through and the 
10 money was returned to the subscribers? A. Yes. 

Q. That included the property in question in this 
case and also another square block and also another 
half block of property? A. That is true. 

Q. Well, after the Bradley Land Corporation had 
given up any effort or hope to develop the property 
and the money was all returned to the subscribers, 
then what happened? A. Mr. Gillespie occupied 
the position of sole executor of the Bradley Estate, 

20 and these were among his properties, and it was 
necessary for himself, or someone assisting him, 
to endeavor to handle these properties in a proper 
way. I mean by that, that the land could have 
been sold piecemeal, in small plots and the very 
future of Asbury Park be very seriously affected, as 
we saw it; whereas if a proper apartment hotel or 
hotels with housing conditions could be worked 
out, Asbury Park and that community would be 
tremendously benefited. 

30 Q. Right there, how did you meet the Reids? A. 
After the failure of the Bradley Land and the re-
turn of the money, by a letter to me, I had the 
option from Mr. Gillespie to continue with my work 
for the development of the property. Mr. Winck-
ler, a fellow commissioner of Asbury Park, came to 
me and said : "Mayor, I have a gentleman who I 
think is interested in the development of this prop-
erty of Bradley's, as you have outlined it, and I 

40 would like to have you meet him." So I met Mr. 
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Walter Reid, Jr., and Mr. Reid expressed the opin-
ion that he and his brother could arrange a promo-
ti onal fund which would promote this proposition 
along the lines I outlined to Mr. Reid. We looked 
at the property and then at a subsequent date held 
a meeting in Newark, and it was the thought of Mr. 
Reid-

Q. (Interrupting) VVho was at that meeting? 
A. Well, at that meeting, my remembrance is that 
Mr. Reid held this meeting, if I recall rightly, 
either in the Newark Athletic Club or in the offices 
of Judge Smith. I cannot remember exactly who 
attended the first meeting, but I think there was a 
Mr. Soria; I think Mr. Corbett McCarthy, Mr. Wal-
ter Reid; I think Mr. Herbert Reid, Mr. Britwood. 
There may have been possibly one or two others. 
Mr. Reid or the two Reid Brothers had arranged a 
promotional fund of $8,000 or $10,000, to which cer-
ta in amounts were subscribed, and it was then de-
cided that a company would be formed, that they 
would take over this property, endeavor to develope 
it along the lines which I had in mind and which 
Mr. Gillespie had been interested in from the stand-
point of Asbury Park. 

Q. That is, putting up the big hotels? A. Put-
ting up big hotels of the type of apartment hotels. 
The corporation was afterwards organized, I think, 
under the laws of Delaware, by Judge Smith, and 
an organization effected. I was delegated to go to 
Mr. Gillespie and have an optional contract drawn 
upon certain terms and conditions. That optional 
contract. to make it brief, was drawn by Mr. Gil-
lespie. The company passed upon it and gave to 
me or sent to me $5,000 as the first payment of the 
optional contract, or whatever it might be called. 
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Q. Where is that first optional contract? A. I 
am not sure whether I have it among the papers or 
whether I have not. The reason I say that is the 
contract came back and there was some--

Q. Came back to whom? A. From Mr. Gillespie, 
and there were some changes and I think it was 
returned to him. Now, whether it came back to 
me or not I don't know. I have a contract there, 
but I am not sure that that is the original contract. 

Mr. Gilson: May I interrupt? Mr. Lane has 
just found among his papers the original as-
signment which describes the option. I never 
even saw this assignment until this minute. I 
would like to put this in. 

The Court : I was looking for the original op-
tion, if you can find it. 

Mr. Gilson: It describes the property and re-
fers to the option. 

BY MR. HAMILL: 

Q. The option was obtained from Mr. Gillespie 
on the payment of $5,000? A. Yes, sir. 

Q. From the company, which money you carried 
to Mr. Gillespie as agent of the company? A. I 

30 presume that I carried it to him in the form of 
checks or whatever was necessary. 

Q. Then what stock was issued? A. The .stock 
issuance originally was to have been upon a basis 
of one-ninth shares, four-ninths to be issued and the 
balance was to be held in the treasury and allocated 
to people as designated by the holders of the other 
four-ninths. Afterwards that plan was changed and 
the plan then evolved was 100,000 shares of no par 
value stock, of which 49,000 shares, if my remem-

40 brance is correct, was allocated to various members 
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of the board of directors. I was to receive 3,400 
shares. The rest are divided and set aside in my 
name--1,700 and 3,400-those shares were to be 
utilized as new men might be elected to the board 
of directors, but in the case of H. H. Clark, only 
1,400 shares were set aside to him. 

Q. These 3,400 shares were the ones originally 
held by you for that purpose? A. Yes-the 1,700 10 
and the 3,400-some received 1,700; some received 
3,400. I received 3,400 if I remember rightly. I did 
not receive the certificates, as Judge Smith has said. 
They were not issued. 

Q. Were any certificates ever issued? A. Not to 
my knowledge. 

Q. Well, then, the company went on doing busi-
ness. Tell us something about that. A. The board 
of directors had frequent meetings. It was a big 20 project. We invited various architects to proceed 
in the preparation of plans, and you will see in the 
prospectus there the various schemes that were pro-
posed, one by Warren & Whittemore, of New York; 
one by Jordan Green of Newark. Mr. Jordan Green 
had been the architect, if I remember rightly, of the 
Newark Athletic Club. I think he submitted 
sketches covering the three blocks and was at fre-
quent meetings with us. We endeavored at the 
same time to sell a certain amount of preferred 30 
stock along lines agreed upon and outlined. These 
meetings were held quite frequently, and from time 
to time, as the option would come due, it was re-
newed. 

Q. Who sold this preferred stock? A. Various 
individuals sold preferred stock. I .sold a great deal 
of preferred stock. I think Mr. Herbert Reid sold 
some. Mr. Britwood sold some. Mr. Holden possi-
bly sold some. 40 
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Q. Did the company pay you a commission for 
selling the stock? A. No commission. 

Q. This option, you say, expired and had to be re-
newed? A. I think that took place, by the previous 
testimony, five times, if I recall. The final option 
expired November 1, 1924. 

Q. W'ho paid for the renewals? A. The company 
10 paid for those renewals. I carried the money as 

messenger to Mr. Gillespie. 
Q. The company, as a matter of fact, got the op-

tions? A. Yes. 

BY THE COURT : 

Q. The option was in your name? A. The 
original option was in my name. I understood the 

20 option was taken in my name in order that I might 
sell it to the corporation and the proper issuance 
of stock take place under it, if I was correctly in-
formed; otherwise the option would have been di-
rectly to the Bradley Hotels System. 

BY MR. HAMILL: 

Q. When was the last time the option was re-
newed? A. The last time it was renewed? 

30 Q. Yes. A. As set. forth, I think September 1, 
1924. 

Q. August 28, was it not? A. Whatever it was. 
Q. Was there a meeting before that? A. There 

were various meetings. 
Q. Was there a meeting of the · corporation called 

at that time to consider the question of the option? 
A. Yes ; to consider the question of the option. 

Q. Well, what took place at that meeting? A. 
Various discussions took place as to the renewal of 

40 the option, as to the possible abandonment of the 
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general project, and as to the sale of the property-
just as has been outlined. 

Q. Outlined by Judge Smith? A. Yes. 
Q. Proceed. A. That discussion, of course, at 

that time, led nowhere except to the renewal of the 
option. That was the object of the meeting and 
that was a necessity because the option would ex-

10 · pire within a couple of days and something must 
be done to keep it alive for the proposition, and 
everything was being done, as far as I myself was 
concerned, to do that, to keep that property intact, 
and to keep the life in the proposition. I had never 
abandoned my original idea of what was necessary 
as a civic development for the necessities of Asbury 
Park. 

Q. Which, I think, was that the hotel project 
would still be successful eventually? A. It was my 20: 
hope that it would be; yes, sir. 

BY THE COURT : 

Q. Were these other gentlemen who were inter-
ested with you in the corporation, interested in the 
development of Asbury Park, or were they inter-
ested in a scheme to make some money? A. Well, I 
presume they were in the scheme possibly to make 
money. That is a natural bent. 30 

BY MR. HAMILL: 

Q. Now, then, as I understand it, they made a 
payment of $5,000 and deputized Judge Smith and 
yourself to have the option renewed, and you did 
have it renewed? A. You can readily understand 
that these renewals of this option were somewhat 
embarrassing to the executor of the estate of James 
A. Bradley, who desired to clos~ that es~~te., all_~ it_ 40 
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was not so easy for me to go to Mr. Gillespie con-
stantly asking for these renewals. He gave them, 
but towards the last it became very embarassing 
and rather hard for me to negotiate these renewals 
because :Mr. Gillespie, representing an estate, had 
the desire to close rather than to prolong it. 

Q. Well, then, did you ever make any promise to 
10 Judge Smith that if the company would allow the 

option to lapse, that you would have it transferred 
to another company and that you would take care 
of those who had subscribed money and who had 
either put in money or subscribed money to the 
proposition? A. I did not. Judge Smith and Mr. 
Reid must have misunderstood. 

Q. What did you say? A. I would say and al-
ways did .say, and always acted in accord, that I 

20 would endeavor, I would try, I would do everything 
in my power, to consummate the plans that I had 
been working on, which I had outlined for the de-
velopment of this property. That was my endeavor. 
It was my earnest endeavor and that today is my 
endeavor. 

BY THE COURT : 

Q. Do you recall the discussion at the meeting of 
30 August 28, 1924, when the option was about to ex-

pire on September 1, just before the last renewal, 
that some of the stockholders or some of the direc-
tors were very anxious to have your company exer-
cise the option and take over the property and then 
resell it and that you were opposed to that? A. I 
always opposed that. 

Q. Was that discussed at that meeting? A. It 
was discussed at various meetings. 

Q. Do you recall at that meeting? A. I recall· 
40 at that meeting; yes, sir. 
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Q. Can you tell us just what the discussion was, 
particularly what you said about it? A. I con-
tended that if proper work was put into the project, 
that it could be finally financed. I also contended 
that we must arrange for what I considered the one 
great need, that is, the money that was necessary to 
purchase the property, and I endeavored in various 
ways to .secure from members of the board moneys 
for that purpose. I approached both Colonel Mc-
Alpin and Mr. H. H. Clark. Mr. Clark had pur-
chased $10,000 worth of preferred stock and had 
paid for it. I approached Mr. Clark and Colonel 
McAlpin to act upon that need of the corporation 
and try to secure· the money from the bank and ac-
cept as collateral the title to the property with 
proper reversionary clause, if it was necessary, to 
protect the rest of the directors and stockholders. 

Colonel McAlpin stated that his agreements with 
his firm would not permit him, nor could Mr. Clark 
act. I then asked Mr. Clark to advance me the 
money to take over the property and himself accept 
it as collateral for the future development. He 
would not agree to that. As a last resort, on Oc-
tober 28, two days before the option expired, I wired 
Mr. Clark asking him to assist me with $10,000 or 
to assist the company with $10,000, .so that I could 
once again go to Mr. Gillespie and ask him for an 
extension of this option, the company having, as 
Judge Smith stated, less than $1,000 or about $1,-
000 in its treasury. I could not go again to Mr. 
Gillespie without money. I approached Mr. Clark. 
I approached Colonel l\IcAlpin. I approached Mr. 
Britwood. I even went so far as to go to Mr. Wat-
son, president of and ask him if 
he or the bank would- I said : "Will you accept 
the notes of the corporation, endorsed by Clark, Mc-

10 
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Alpin and one or two others and give us the money 
necessary to buy this property, to pay this option 
and take a deed for it and hold it as collateral?" 
Mr. Watson's reply was: "I am sure that our board 
would not consider it". 

I could do nothing further. The optional period 
came on November 1, 1924. I had no money, and 

10 the company had no money, therefore the option 
was permitted to lapse. My experience with prop-
erty would have taught me the impossibility of my 
saying definitely to any board of directors or to 
any gentleman that I would positively guarantee 
to take care of it and sell it. I had already appeal-
ed to the people of Asbury Park, begging for sub-
scriptions to a company; I had seen that company 
which I created and which I had received subscrip-

20 tions for four hundred and some odd thousand dol-
lars and the money had to be returned because of 
internal jealousies; I had gone through that ; I had 
gone through that trouble and I knew or thought I 
knew that I could not turn to anybody more than I 
had done to get money to carry along this company, 
and what worried me was the possibility that the 
moneys that had been paid into the treasury by in-
nocent stockholders for the purchase of .stock-

30 · BY THE COURT : 

Q. You wanted them to be protected if possible? 
A. Absolutely. 

Q. (Showing witness) Is this the telegram that 
you received from Mr. Clark when you asked him 
for $10,000 to keep the option alive? A. That is 
the telegram. Here is my telegram to Clark. That 
was October 28th. 

Q. This is a copy of the telegram you sent M!. 
40 Clark? A. Yes. 
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Q. And this (indicating) in his answer? A. Ye.s. 

Mr. Hamill: I offer these in evidence. 
(Copy of telegram from Mr. Hetrick to Mr. 

Clark is marked Exhibit D-2. Telegram from 
Mr. Clark to Mr. Hetrick is marked Exhibit 
D-3). 

Q. In this telegram Mr. Clark says: "Let the Col-
onel put up $10,000 for a change". Whom did he 
mean by the "Colonel"? A. Well, I should say 
that he referred to Colonel McAlpin. 

Q. Did you have in mind any particular corpora-
tion to which that property could be sold at that 
time? A. I did not. 

Q. Did you have in mind on August 28th, at the 
time of this meeting that has been testified to, any 
corporation to which that property could be sold? 
A. I did not. 

Q. Do you remember having a conversation after-
wards with Judge Smith'? A. I remember a meet-
ing with Judge Smith in, I think it was, in Mr. 
Herbert Reid' .s office, but I could not remember the 
time. It might have been long after. 

Q. Did you have any meeting in Asbury Park 
with Judge Smith? A. About that time, on the 
expiration of the option, just as he stated. 

Q. Did you make any proposition then to him 
that you would agree -to sell the property and re-
imburse those who had put money into the proposi-
tion? A. I did not, because my experience in the 
proposition would not have warranted me in doing 
it. 

Q. How long after November 1 was it that the 
property was taken over by the Eastern Parkway-
Bedford A venue Corporation? A. Well, some -~im~ 

10 

20 
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in April, 1925, or May, whatever the dates are that 
have been testified to. 

Q. Tell us all that you know about that trans-
fer, so far as your connection with it is concerned? 
A. From the time of November 1st until that time, 
I sought many different people with the idea of be-
ing able to handle this property and so working 

10 it that T could take care of the stockholders who 
had put in something like $35,000 or $36,000. That 
was the thing uppermost in my mind to the exclu-
sion of everything else. 

Q. Why was that uppermost in your mind? A. 
Because I was Mayor of the City of Asbury Park. 
I was president of the Board of Commerce. I had 
brought that property to the attention of people all 
through the city of Asbury Park time and time 

20 again. 
Q. Was there any legal obligation? A. There 

was no legal obligation at all, but I felt I must en-
deavor to protect these people if I could. 

Q. What do you know of the transfer of the prop-
erty to the Brooklyn corporation? A. Well, going 
from New York home one afternoon I met Mr. Mar-
shall on the train. 

Q. That was about when? A. I should say in 
March or April. 

30 Q. 1925? A. 1925. We went into conversation 
regarding land on Deal Lake, which were also a 
part of the Bradley Estate. Mr. Marshall told me 
that-I had formerly held an option on this but I 
had relinquished that option, and Mr. Marshall 
told me he was negotiating, as I remember, for this. 
We then came to the question of these lots in which 
I had been operating or working with the Bradley 
Hotels System, and I was reluctantly forced to con-

40 fess that I was fearful we would not be able to go 
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through with the project. Mr. Marshall then ex-
pressed the opinion that he might be able to raise the 
money to handle these lands, and out of that devel-
oped my going to Mr. Gillespie and talking with 
him and finally putting them in touch with each 
other-Mr. Marshall with Mr. Gillespie, and from 
that they worked out the plan of sale of these lands, 
to the company in which they took title. 

Q. Was the title conveyed directly to the Eastern 
Parkway-Bedford Avenue Corporation? A. I do 
not know, only what has been testified to here. 

Q. Do you know anything about the transfer of 
that property? A. No; I do not. 

Q. Did you have anything to do with making the 
transfer? A. Not with the transfer to the Eastern 
Parkway nor to anybody, back and forth, as the let-
ter indicates that has been filed here. 

Q. Did you receive any compensation for that 
transfer? A. I got no compensation and I never 
received any commission from the Bradley Estate ; I 
never received any commission from anybody di-
rectly or indirecly from this property. In other 
words, it cost me money. 

Q. Were you an officer of the Eastern Parkway-
Bedford Avenue Corporation? A. No, sir. 

Q. Had you known Mr. Marshall before you met 
him on the train? A. Oh, yes; I knew Mr. Mar-
shall before. 

BY THE COURT : 

Q. Were you a stockholder in the Eastern-Park-
way-Bedford Avenue Corporation? A. No. 
BY MR. HAMILL: 

Q. Then afterwards the Coast Holding Corpora-
tion was formed, as I understand it? A. Yes; I 
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heard something about it, that I was one of the or-
ganizers, which I did not know. 

Q. Were you an organizer of that company? A. 
I was, according to the testimony-

Q. Did you promote that corporation, the Coast 
Holding Company? A. No; I did not promote it. 

Q. Who did, do you know? A. I presume Mr. 
10 Marshall and Mr. Pettit or whoever was connected 

with it. I should say that possibly I was a part of 
the promotion, because I am one of the first stock-
holders as outlined in the testimony, although I had 
for gotten that even. 

20 

Q. Did you promote it in the sense that you caus-
ed it to be organized? A. No. 

BY THE COURT : 

Q. Why was it organized? A. Well, Judge, I 
cannot answer in any other way than has been tes-
tified to here. I think Mr. Wall, in his opening 
statement, said that it had been organized for the 
purpose of taking over these particular lands in the , 
state of New Jersey. 

Q. It was a Delaware corporation, was it? A. I 
think it was a New York corporation. 

Q. The Coast Holding Company? A. The Coast 
30 Holding was New York or New Jersey. 

40 

Mr. Wall: New Jersey. 

Q. Do you recall any talk or any consideration 
given to the advisability of a New Jersey or new 
corporation taking over the title to this land in-
stead of leaving the land with the Eastern Parkway-
Bedford Avenue Corporation? A. Only the prob-
ability that-
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Q. No probabilities-what do you recall about it? 
A. Judge, I cannot recall. 

Q. You were an officer? A. Yes; I was one of 
the organizers. 

Q. You were an officer after that, too? A. I be-
came president, but the only idea was-the under-
lying idea which was always in my mind was the 
development of these lands, the plan I have outlined, 10 
I have never departed from that plan. 

Q. But the Eastern Parkway-Bedford Avenue 
Corporation wa.s not a hotel building company, was 
it? A. I don't know what it is. 

Q. You negotiated the sale to the Eastern Park-
way-Bedford Avenue Corporation; at least you act-
ed as intermediary between it and Mr. Gillespie? A. 
No; I was the intermediary between Mr. Marshall 
and Mr. Gillespie. 20· 

Q. They were buying for the Eastern Parkway-
Bedford Avenue Corporation? A. They were buy-
ing for the Eastern Parkway. 

Q. You knew that? A. I did not know the name 
of the corporation. 

Q. You were interested at that time solely in put-
ting up hotels? A. Yes. 

Q. Didn't you try to find out if the Eastern Park-
way-Bedford Avenue Corporation was buying the 
land to put up hotels? A. No; I did not try to. 30 

Q. How did you know they would not cut this 
property up into building lots? A. I was interested 
in getting the money to take care of these men ; I 
was interested in getting enough money out of it 
myself to take care of these stockholders of the old 
Bradley Hotels System. 

Q. Was there any agreement on Mr. Marshall' .s 
part? A. The agreement that has been testified to, 
that is, with the Coast Holding Company; yes. 40 
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Q. Did you have any agreement with the Eastern 
Parkway-Bedford Avenue Corporation or Mr. Mar-
shall that you were to get enough out of it to take 
care of stockholders of the Bradley Hotels Sys-
tem? A. No, sir; I did not know the Eastern Park-
way. 

Q. The difficulty I have in mind is this : Here was 
10 a corporation about which you apparently knew 

nothing at all; you allowed it to acquire title to this 
property in Asbury Park, and nothing was done to 
insure that you were to have the stockholders of 
the Bradley Hotels System taken care of, or that 
this property was not to be used for speculative 
purposes, cut up into building lots? A. No; I could 
not control the operation of that if other men would 
put up the money. I could impress my views. 

20 Q. You were not interested in selling the prop-
erty or seeing anybody purchase that property for 
any purpose except the purpose which you had in 
mind when you had been struggling with the op-
tion? A. When I discussed with Mr. Marshall the 
proposition with him, I discussed it with him in a 
personal sense that I wanted to protect these stock-
holders, and any agreement that I would have had, 
if the Coast Holding Company has not been formed, 
would have been with Mr. Marshall. 

30 Q. Was it understood-did you understand that 

40 

the Coast Holding Company was to be incorporated 
right away and title turned over from the Eastern 
Parkway-Bedford Avenue Corporation to the Coast 
Holding Company? A. I did not know anything 
about the closing of that deal; I did not know any-
think about the preparation of the deed and I did 
not know that this transaction would be managed 
by Larkin, Rathbone & Perry. 
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BY MR. HAMILL: 

Q. Then, afterwards, the Coast Holding Corpora-
tion was formed. How did they come to be formed, 
so far as you know? A. It was formed to take over 
this particular property in New Jersey and handle 
it. 

Q. And you were made president of it? A. I was 
made president of that corporation. 

Q. Then, after you were made president of that, 
what did you do with reference to this project; what 
did you say to the company with reference to this 
money owing to the subscribers of the Bradley 
Hotels System? A. I never stopped .saying some-
thing until I got that agreement. 

Q. That is, you got them to make this agreement? 
A. That was the uppermost question with them. 

10 

Q. What reason did you give to them that they 20 
should make that agreement? A. That I had a 
moral-in my sense--a moral obligation to look 
after these people who had put up $30,000 or 
$35,000. 

Q.. Did you say anything else to them? Do you 
know what induced them to enter into it? A. Only 
on the question that it would-these properties are 
of interest to the city of Asbury Park and to its 
citizens. Naturally it would be advantageous to 
the handling of the property if there could be no 
cloud on it from the standpoint of losses to the 
stockholders who had subscribed from one share at 
$100, up to $10,000. It was really to have every-
body satisfied. It was good business. Even if there 
wasn't any moral obligation, it was good business 
for Mr. Marshall and Mr. Pettit to agree with me 
that out of the first profit accruing after the mort-
gages and expenses were met, if there were any such 
profits, to take care of these innocent stockholders. 

30 

40 
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Q. Now, in the Bradley Hotels System, Incor-
porated, did you have any more power than any 
other director? A. I did not know that I had any. 
I would say no. 

Q. You were not especially clothed with any more 
power? A. No. 

10 BY MR. WALL: 

Q. Did Mr. Marshall say anything to you about 
getting any letter from Mr. Gillespie to show that 
there were no entanglements and options or any-
thing else? A. He insisted upon such a letter. 
That letter was made a part-

Q. I show you a letter signed by Mr. Gillespie 
dated April lst, 1925. Is that the letter? A. I 
would say yes. 

20 Q. You know his signature? A. Yes; that is 

30 

40 

Mr. Gillespie's signature. 

Mr. Wall: I will read this letter: 

"Estate of James A. Bradley. 
April 1, 1925. 

Mr. C. E. F. Hetrick: 

My dear Mayor: 
Referring to letter of this date in which I 

agree to sell three P.arcels of land described as 
follows : ( describing the parcels) for $345,000, 
beg to advise you that the $30,000 which was 
paid at various times on account of the option 
for this same property to the Bradley Lands 
Corporation, I consider as forfeited under the 
terms of the agreement and will retain same. 

S. S. Gillespie." 
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Q. I call your attention to the fact that this letter 
says: "Bradley Lands Corporation." Did the 
Bradley Lands Corporation ever pay out $30,000 for 
any option? A. No; they · were out of business long 
before that. 

BY 'l'HE COURT : 

Q. The question was : Had they paid any money 
on account of the option? A. No; they were out 
of business long before this. 

BY MR. ·w ALL: 

Q. The Vice Chancellor does not want to know 
whether they went out of business. He wants to 
know whether they paid anything for the option? 
A. No. 20 

Q. Do you say that the Bradley Lands Corpora-
tion referred to was intended to refer to the Bradley 
Hotels System or whatever the name is? A. Yes; 
absolutely. 

Q. And you had had dealings with Gillespie when 
you were getting options for the old Bradley Lands, 
had you? A. Yes. 

Q. You got this letter? A. Yes. 

Mr. vVall : I off er this letter in evidence. 
(Marked Exhibit D-4.) 

Q. Did you make any agreement with Judge 
Smith that you were either to carry through your 
original idea of using this property for the hotel 
scheme, or failing that, you would sell the property 
before the expiration of the option? A. I did not. 
If the Judge got such an opinion, he misunderstood 
me. 

30 
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Q. Did you make any agreement with Mr. Reid 
that he and the other directors or persons interested 
in the corporation should stand aside and let the 
option go? A. No, sir. 

Q. In order that you could, by your activity in 
association with other men, see that the debts of 
the corporation were paid? A. No, sir. 

10 Q. That by arrangement with new purchasers you 
could take care of obligations of the company? A. 
My answer is no, sir. I had endeavored, as the 
testimony shows, to raise money to extend the op-
tion for the company. 

Q. Did the illness of Mr. Reid's brother and the 
absence of Mr. Reid, the president, have anything 
to do, so far as you knew, with the loss of the op-
tion by expiration? A. No, sir. 

20 Q. Why, when you were applying to Clark for 
aid, didn't you apply to Reid and Smith? A. Mr. 
Reid was in the hospital seriously ill. 

Q. Why didn't you apply to Judge Smith? A. 
Why should I? He was as much interested as I 
was. He should have been. 

Q. What was it you needed-encouragement or 
money? A. I needed money. 

Q. And Clark had shown the largest willingness 
of anyone up to that date to invest in the company? 

30 A. $10,000. 

40 

Q. Nobody had as much stock as he? A. No, sir. 

CROSS EXAMINATION BY MR. LANE: 

Q. Did you invest any money in the company, in 
the Hotels Company? A. No, sir. 

Q. You desired that this property should be de-
veloped under a certain plan, did you not? A. Yes, 
sir. 
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Q. And you never departed from that view? A. 
No, sir. 

Q. And you have it yet? A. No, sir; not en-
tirely-

Mr. VVall : May I ask Mr. Lane whom he rep-
resents? 

Mr. Lane: I represent the Receiver. Mr. Gil- 10 
son has asked me to conduct this cross exam-
ination. 

Q. I direct your attention to letter of September 
29, 1924, Exhibit 0-9, from Mr. Reid to yourself, 
and I direct your attention to this paragraph: "My 
understanding is that the option obtained from Mr. 
Gillespie expires November 1. Because of this fact 
I feel it imperative that a meeting of the directors 
be called at once, and if nothing definite regarding 
the financing of the hotels has been accomplished, 
that the matter of disposing of the land be taken up 
at once and definitely settled at the earliest possible 
moment, whether this might be brought about 
through the board of directors of the Hotels Com-
pany or through the agency of real estate operators 
along the shore. 

We all understand that this land can be sold at a 
substantial profit and it would seem that we would 
all be chargeable with neglect by the stockholders 
if we did not take advantage of this opportunity to 
protect their interest and it would seem that the 
only way in which we can protect their interest 
would be through the disposal of the land." 

I also direct your attention to your letter of Sep-
tember 28, to Mr. Clark in which you say: 

"The appraisal value is four times the cost , and 
it seems a pity to have to lose the property and to 
lose the money already paid." 

20 
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You told him that the appraisal value of that 
property, the value of that property, was four times 
the cost? A. I did. 

Q. At that time? A. Yes, sir. 
Q. And after the receipt of that letter from Mr. 

Reid, was there a meeting between you and Mr. 
Reid and Mr. Smith? A. I recollect that there 

10 was .such a meeting, but I do not recollect the date. 
Q. At any rate there was a meeting in which the 

discussion was as to the sale of this property for 
purposes other than to keep it together, and that 
proposition you opposed because it was not in ac-
cordance with your plan; isn't that so? A. No; 
that is not so. 

Q. Was there a discussion between you and Mr. 
Reid and l\fr. Smith with respect to the disposition 

20 of the property? A. There was a discussion in the 
board of directors. 

Q. There was a meeting of the board of directors 
held? A. Yes. 

Q. At which Mr. Reed and Mr. Smith were pres-
ent? A. Yes. 

Q. And you opposed the sale of the property? 
A. Yes. 

Q. Because it was against your views? A. So 
did Judge Smith. 

30 Q. Judge Smith opposed it with you? A. Yes. 

40 

Q. Judge Smith did not reside in Asbury Park, 
did he? A. No. 

Q. He had no interest in Asbury Park, did he? 
A. He should have. 

Q. Well, now, he had no sentimental interest in 
the city of Asbury Park? A. He was up and down. 

Q. He was in it for money, was he not? A. The 
Judge will have to speak for himself. 
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Q. You don't think he was? What do you think 
he was in it for? A. He was in it for profit. 
Naturally everybody would. 

Q. Certainly, and you opposed any program 
which looked towards realization on this option 
which did not agree with the development of the 
property in line with your desires, didn't you? That 
is true, isn't it? A. Yes ; I was the only director 
that could opposed it. 

Q. Although you believed at that time that the 
property for other purposes was worth four times 
the contract price; is that right? _A. Yes. 

Q. You realized, didn't you, that you had a duty 
to perform with respect to the creditors and stock-
holders of this company? A. I am the only one 
that did realize it. 

Q. I asked you whether you realized that you had 
a duty to perform with respect to the creditors and 
stockholders of this company? A. I did; yes. 

Q. You djd? A. Yes. 
Q. You thought your duty towards the creditors 

and stockholders of this company was being per-
formed when you took a stand which prevented the 
sale of that property for more than enough to pay 
everything that had been invested in it, because it 
did not agree with your views of how the property 
should be developed; is that right? A. I was only 
one · of thirteen directors. 

Q. Is that right? A. Yes; that is right. 
Q. And you thought that that agreed with your 

duty to your stockholders and your creditors; is 
that right? A. Absolutely.. May I say why? 

Q. Your counsel will give you all the opportunity 
to do that. Now, how long a discussion was there 
at this meeting of the board of directors in which 
what should be done in order to save tbe creditors 

10 
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and stockholders was taken up; how long did it 
take? A. I do not recall. 

Q. It was a considerable length of time, consider-
able discussion? A. To which meeting do you re-
fer? 

Q. I am ref erring to the meeting at which you 
took the position that the property should not be 

10 sold for development purposes? A. These meetings 
of the board of directors, they sometimes lasted a 
couple of hours. 

20 

Q. I am talking about the one which I placed 
about the time of the letter of September 29th? A. 
In Mr. Reid's office? 

Q. Yes, if there was one there. A. There was one 
there--Mr. Reid, Mr. Smith and myself. That was 
a very brief meeting. 

Q. At that time was there any discussion as to 
the sale of the property for development purposes? 
A. Not that I recall. 

Q. You did ask that you be given an opportunity 
to attempt to arrange to proceed along the original 
lines, didn't you? A. I did, many times. 

Q. I am talking about September or October, 
1924. A. That date has not been settled by any-
body yet. 

Q. Well, the fall of 1924. A. All right then. 
30 Q. You did? A. I did at various times. 

40 

Q. When did you advise Mr. Reid or Mr. Smith 
or any of the other directors or stockholders of the 
company that you had failed in your efforts to dis-
pose of the property or to arrange for the develop-
ment of the property along the lines that you de-
sired it to be developed? A. I was not under con-
tract with the company and I did not-

Q. (Interrupting) When did you advise them? 
.A. I did not advise them at all. 
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Q. So that you thought that having requested an 
opportunity before the sale of this property for pur-
poses other than your idea of how it should be de-
veloped, and having secured time to do that thing, 
that no duty rested upon you to advise the stock-
holders or to notify anybody that you had failed ; 
is that right? A. Of course it is not right. 

Q. Then, what is right? You say you were given 
the time to do that and you say you did not notify 
th em. I think you said that you thought it was 
not your duty? A. They had a little obligation 
th emselves there, hadn't they? 

Q. Didn't you think that you, the man who had 
made the request, were under some obligation to 
notify them? A. No, sir; I do not think I had any 
obligation to notify them. 

Q. You do not think that you had? A. No; I 
do not think so. 

Q. So that you allowed the time for exercising 
th e option to go by without even notifying any-
body that you had failed in doing the thing that you 
requested time to do ; is that right? 

Mr. Hamill: Objected to. 
The Court: Objection sustained. 

10 

20 

Q. You requested time tQ find out whether you 30 
could develop or secure the development along the 
lines that you thought it should be developed, didn't 
you? A. Yes; I have said that. 

Q. That time was granted you, was it not? That 
is right, is it not? A. Not intentionally; it was 
not; they had nothing to offer in return for it, 
nothing to suggest. 

Q. Does not Mr. Reid suggest, in his letter of 
September 29, that the property should be sold for 

40 



110 

0. E. F. Hetrick. Galled -by Defendants. Gross. 

development purposes? A. Why, Mr. Reid sug-
gested it from Baltimore and he says to me : "You 
do it." 

Q. Does he not state to you that the thing should 
be done? A. Yes. 

Q. That suggestion was brought to your atten-
tion, that is right, is it not? A. This suggestion 

10 was brought by letter to my attention by Mr. Reid. 
Q. You thought the property was worth four 

times the contract price for development purposes? 
A. And Mr. Reid did too, and every director did, 
too. 

Q. And nothing was done with reference to sell-
ing or disposing of it? A. Mr. Reid should have-

Q. Nothing was done in reference to it by any-
body? A. By nobody. 

20 
Q. And it was not done--at least one of the rea-

sons why it was not done was because you requested 
time to develop it in another way; isn't that right? 
A. Not at all. 

30 

4:0 

Q. Then, I do not understand your testimony. 
A. Not in my judgment. It was not done because 
nobody wanted to do any work. 

Q. You did request time? A. Yes. 
Q. Didn't you? A. Yes, sir. 
Q. And yet that had nothing to do with either 

you or any of the other directors taking any steps 
to realize the value of this property, four times as 
much as it cost? A. You say "any of the other di-
rectors". 

Q. Yes. I mean you as one of the officers of the 
company, with knowledge upon your part that the 
president of the company, Mr. J. Herbert Reid, was 
not performing his duties-that is right, is it not? 
A. What is my power with reference to the presi-
dent, if I am a director? 
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Q. After that time had expired for the exercise 

of this option, when was it that you first, or did you 
ever communicate with any members of the direc-
tors of this company? A. Judge Smith just stated 
that he did not call any meeting of the company. 

Q. Mayor Hetrick, I am not asking you what 
Judge Smith has stated. I am asking you did you 
ever communicate with any members of the board 
of directors of this company? A. I really don't 
know whether I communicated with them, talked 
to them individually or in any way; I cannot an-
swer that. 

Q. When did you tell them, or any of them, of 
this deal which subsequently took place by which 
the property got into the possession of the Eastern 
Parkway-Bedford Avenue Corporation and the 
Coast Holding Company? A. I think that my dis-
cussions came somewhere in September, 1925. 

Q. Although the deal had taken place in May, 
1925? A. Yes. 

Q. And in that deal in May, 1925, you had done 
something looking toward the protection of the 
stockholders of this company? A. I really thought 
that I had performed a very laudable thing. 
IlY THE COURT: 

10 

20 

(-J. Was there any newspaper publicity about the 30 
time of the purchase by the Eastern Parkway-Bed-
ford A venue Corporation and the Coast Holding 
Company? A. Yes. 
By MR. LANE: 

Q. When the deal went through in May, 1925, 
as I understand it, you did something for the pro-
tection of the stockholders? A. I thought I had 
done a lot. 

40 
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Q. You did not notify the stockholders, or any of 
them, as to what you had done? A. I had written 
various ones and told various ones. 

Q. Did you notify Mr. Reid or Mr. Smith? A. 
I think I have in conversation with Judge Smith 
told him what had been done and he suggested that 
it should be properly signed. 

10 Q. That what sh9uld be properly signed? A. 
This agreement. I think Judge Smith testified that 
it had not been properly signed. 

Q. When was that conversation? A. Some time 
in the fall of 1925-September or October, some-
where in there. 

Q. I am talking about prior to the receipt by you 
of this letter, at which you took umbrage? A. I 
think it was about that time. 

Q. It was about the time of · the receipt of that 
20 letter, was it not? A. I think so, because Judge 

Smith then communicated with me similarly. 
Q. Prior to the receipt of that letter of Septem -

her 8, 1926, from Mr. Reid to you, you had not told 
Mr. Reid or Mr. Smith anything about this ar-
rangement that you had made for the protection 
of the stockholders of this company, had you? A. 
I do not think I told Mr. Reid. I think I told Judge 
Smith, but I am not quite clear in that. 

30 Q. You received this letter of September 8, 1925, 
and you replied to it by letter of September 9', 1925? 
A. Yes. 

Q. And I want you to look at your reply, please, 
and tell me why, on this date, if you had not made 
the agreement stated in the letter of September 8 
from Mr. Reid to you, you took umbrage at the 
tone of Mr. Reid's letter, but did not question the 
facts? A. I took umbrage because I had gone 
through very, very severe suspense with reference 

40 to this whole proposition. The first Bradley Lands 
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Corporation had upset me tremendously when they 
failed to materialize in a proper way and the citi-
zens of my town had failed to go through with the 
project as outlined, and so when I got into this and 
once more saw failure, it had me worried and I had 
worked so hard on the thing that when Mr. Reid 
wrote me this letter, it seemed to be rather putting 
the load on a little heavy, and I wrote, possibly a 
little stronger than I should have written, to Mr. 
Reid, but it seemed to me the load had been put 
upon my shoulders a little harder and a little 
stronger than was necessary, when Mr. Reid knew 
how I had striven, how I had worked, how I had 
done everything in my power to pull this proposi-
tion; and that letter of Herbert Reid's hurt, be-
cause Herbert Reid should have known and did 
know, just as Judge Smith and others knew, that 
I had given all my time and I had given all my 
knowledge in the fullest sense to the performance 
of this proposition and to the protection of every 
person who was directly or indirectly interested. 

BY THE COURT : 

Q. That is an answer to part of Mr. Lane's ques-
tion. A. Yes. 

10 

20 

Q. The question is a double barrelled one. He 30 
said: Why, if you took offense at Mr. Reid's state-
ment and the statement was not true, did you show 
your offense and did not tell him the statement was 
not true? A. Well, possibly that was an oversight. 

BY MR. LANE: 

Q. You think that the fact that you- A. ( Inter-
rupting) That I neglected to answer that charge 
was an oversight. 40 
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Q. So you think the fact that you felt this load 
was being put upon you, and that it was a matter 
of ingratitude and that you were so incensed that 
you wrote the type of letter that you did,-you 
think that it was an oversight that accounts for 
your not saying to Herbert Reid : "Reid, you are 
not telling the truth; I never made any such agree-

10 ment. What are you talking about?" A. I really 
thought I conveyed that thought in this letter. 

20 

30 

40 

Q. Read that letter and tell me whether you can 
point to anything in that letter that remotely re-
sembles that-any clause or word or phrase in it 
that remotely resembles that-any clause or word 
or phrase? A. (Reading) "Of all the officers and 
directors, including yourself as president, I was the 
only one connected with the Bradley Hotels Sys-
tem who worked and worried and endeavored to 
protect the interests of the persons who had in-
vested money in the stock of that company." 

That is pretty near an answer. 
Q. Anything else? A. (Reading) "More than 

once by my own efforts I protected the stockholders 
interestl and arranged for option renewals ; and 
finally, after the option contract had been expired 
for months, I managed to interest people in the 
purchasing of the land and in the giving of an 
agreement that out of the first profits received from 
the land the cash paid into the treasury of the de~ 
funct Bradley Hotels System by purchasers of 
stock would be returned to such investing stock-
holders. 

"It is gratifying for me to learn that after months 
and years you have finally been aroused to a con-
scious sense as to your duty as president and direc-
tor of the Bradley Hotels System and that you are 
now giving some thought to the protection of the 
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innocent stockholders who purchased stock and 
made certain cash payments on account of or in 
full payment for the same. It would be entirely 
proper therefore for you to review the matter in 
the Court of Chancery, as you suggest." 

I tried to answer him. 
Q. You think that that is an answer to his state-

ment: "As per our understanding with you, that 
by stepping aside the Bradley Company was per-
:rnitting the sale of this land at a price that would 
guarantee to us the return of all expenses at the 
date of the sale, making possible a return to all our 
investors dollar for dollar the amount of their in-
vestment. It was a very definite understanding 
had with you in the presence of Judge Smith and 
others"'! A. He was writing September 8, 1925-

Q. I show you a letter of September 16, 1925, 
Exhibit C-8, from Judge Smith to you and ask you 
whether you received that letter? A. I think I got 
that letter. 

Q. Did you reply to that letter in any way? A. 
Not that I know of, although I saw him and talked 
with him in Asbury Park. 

Q. Judge Smith in that letter refers to this 
Agreement which Mr. Reid in his letter, says ex-
isted between you, does he not? A. No, he did not 
ref er to that other than has been filed here. 

Q. Now, did you have any conversation with 
Judge Smith following the receipt of that letter by 
you? A. My remembrance is that I did. The Judge 
at that conference complimented me on what I had 
done on behalf of the stockholders. 

20 

30 

Q. Do you remember that you told Judge Smith 
at that conference that it was understood, when 
you made the deal under which the property was 
subsequently sold, that the purchasers were going 
to repay the persons who had bought stock the 4() 
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amount that they had paid? A. The amount of 
cash put up by stockholders; yes. 

Q. You told Judge Smith that at that time? A. 
Yes, sir. 

Q. Do you remember telling him at the same time 
that there had been an agreement prepared to that 
effect, but that the agreement had never been exe-

10 cuted? A. But the agreement had been executed. 
Q. I did not ask you that. I say: Do you remem-

ber telling Judge Smith, in September, 1925, that 
the agreement had not been executed? A. I do not 
remember that. 

Q. Do you remember telling him that the agree-
ment was going to go through, and do you remem-
ber Judge Smith telling you that it was advisable 
to have the agreement put in legal shape so that 

20 you and the rest of them would be in a position to 
give interested persons information as to the ar-
rangement; do you remember that? A. I do not 
recall that. 

Q. When was it that Judge Smith told you that 
the agreement ought to be put in legal form? A. I 
cannot recollect, unless it was at that time. Pos-
sibly it was at that time. 

Q. Then had the agreement been put in legal 
form? A. ,v ell, it is now. I do not recall the date 

30 when it was put in legal form. 
Q. When was it put in legal form-the date of 

the agreement or at some time later? A. I do not 
know. 

Q. The date of the agreement is May, 1925. A. 
The agreement with the Coast Holding Company? 

Q. Yes. A. That is subsequent, is it not? 
Q. As a matter of fact, the agreement was not 

executed until some time after September, 1925, 

40 was it? A. I cannot recollect. 
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Q. It was not a part of the original deal at all, 
was it? A. Just as I have stated. It reads-

Q. It was not a part of the original deal or any 
part of that deal, was it? A. I wish to give you 
any information that I have on this subject, but 
I cannot recall now the date of this agreement or 
when it was signed or anything. 

BY THE COURT : 

Q. Would you like to see the agreement? A. 
Yes; and whatever is the date on that, I will stand 
for it. 

BY MR. LANE: 

10 

Q. I am not asking you to refresh your recollec-
tion from anything. I am asking you whether you 20 
remember the circumstances of the making of this 
deal. Was it made at the time of the original trans-
action or was it made later? A. It was made at 
the time of the original transaction. It was agreed 
to by Mr. Marshall and Mr. Pettit and myself. 
Whether it was then executed in form by the Coast 
Holding Company I cannot remember. 

BY THE COURT : 

Q. At the time or about the time when the East-
ern Parkway Corporation agreed to take over the 
title, or after that-which one? A. I mean after 
that. 

BY MR. LANE: 

Q. Then it was after the Coast Holding Company 

30 

had agreed to take the title? A. Yes. 40 
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Q. You represented the ·Eastern Parkway in ne-
gotiating- A. No; I did not. I represented Mr. 
Marshall. 

Q. You represented the purchaser of the proper-
ty? A. I represented Mr. Marshall, and who he 
took title in I cannot tell you. 

Q. So far as you knew, Marshall was the pur-
10 chaser of the property? A. Yes. 

Q. And the agreement with Gillespie-the letter 
under which Mr. Gillespie fixed the terms of pur-
chase was addressed to you personally? A. Yes, 
sir ; because I was the one that had talked to him. 

Q. Now, did you have a talk at the time you 
had these negotiations with reference to the pur-
chase of this property from Gillespie-did you have 
a talk with him with respect to protecting the stock-

20 holders of the Bradley Hotels? A. Yes, sir. 
Q. ,vhat was that talk? A. The talk was that I 

wished to do everything in the wor Id, as I thought 
he did, to protect he stockholders, the persons who 
had paid cash into the so-called Bradley Hotels 
System. 

Q. So that when you originally talked with Gil-
lespie, at the instance of Marshall, following this 
incidental meeting with him, you talked about the 
protection of the stockholders of the Bradley 

30 Hotels? A. I did. 

40 

Q. And you talked with Marshall the same way, 
didn't you? A. Yes. 

Q. In the very beginning? A. Yes. 
Q. So that you told Marshall that the stockhold-

ers of the Bradley Hotels were to be protected in 
the beginning? A. I wanted to protect them-to 
try to protect them. 

Q. And Marshall said he would? A. He agreed 
to go along with me to the best of his ability. 
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Q. In the very beginning? A. Certainly, when-

ever we discussed it-not the option draft proposi-
tion, but afterwards. 

Q. But before you consummated your deal with 
Gillespie, or before your consummated the deal-
before you got the terms of purchase from Gilles-
pie for Marshall? A. Yes, because I was interest-
ed in it. 10 

Q. You told Marshall, didn't you, all about the 
purchase of this property by the Bradley Hotels 
System, whatever the name of it, the amount of 
money that had been put into it? A. I am not 
sure that I told Mr. Marshall all the details of the 
Bradley Hotels System. I did tell him I did not 
think they would be able to carry out their plan. 
It looked very dubious. This was months after-
wards. In fact, I knew they could not. 20 

Q. I was wondering. A. I knew they could not. 
Q. But they still had time to do it? A. They 

had no time to do it. This was months afterwards. 
Q. What induced you to say to Marshall that 

you thought it looked dubious as to their being able 
to carry out their contract? A. It was my hope 
still to be able to get money to buy-to take care of 
this property, through the disposal of that prop-
erty and get $30,000 to pay the stockholders. That 
was what I was interested in. 30 

Q. You are talking about one thing and I am 
talking about another. A moment ago you were 
talking about one thing and I was talking about an-
other. I was talking about what you told Marshall. 
You say that you told Marshall it looked very du-
bious that the Hotels Company could carry out 
their plans. When did you tell him that? A. Why, 
in March, and it was five months after the option 
had expired. -40 
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Q. So that you told him it was very, very dubious 
whether the Bradley Hotels Company could go 
through with their plan five months after the Brad-
ley Systems had in fact defaulted? Do you mean 
that? A. Yes; I do. For one reason, I was still 
trying to impress Mr. Marshall that I wanted to 
be in a position to protect the stockholders of that 

10 company. That was all I was interested in. That 
was the uppermost question in my mind. 

Q. You discussed with Mr. Marshall, didn't you, 
the fact that the Bradley Hotels System had that 
property under option? A. No ; I was very care-
ful of that. He knew that they had had it, but 
he did not know that it had been lapsed, or I might 
have lost Mr. Marshall. 

Q. So that when you were dealing with Marshall 

20 you dealt with him as if the contract of the Brad-
ley Hotels System had not yet lapsed? A. I did not 
mention it. I mentioned the fact that I was still 
interested in that property. 

Q. So that you dealt with him with knowledge 
that he thought the contract of the Bradley Hotels 
Company was still is in existence; is that right? 
A. No; I won't say that. I don't know what he 
thought; I know what I thought. 

Q. Then, I do not understand your statement 
30 that he knew that they had had an option but he 

did not know that it had been lapsed? A. He knew 
that they had a contract on it-everybody in the 
country knew it-by publication, by articles in the 
press, by propinquity. 

Q. But he did not know it had lapsed? A. He 
did not know that it had lapsed, but I did know that 
it had lapsed. 

Q. And you did not tell him that it had lapsed? 

40 A. Not at that present time; no, sir. 
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Q. So that you made that a condition to get this 
agreement out of him that he would take care of the 
stockholders of the Bradley Hotels System? A. 
You may put it that way. 

Q. I do not want to put it any way. A!. Well, 
say "yes." 

Q. Was there anything at that time reduced to 
writing? A. No, sir. 10 

Q. You consulted with nobody of the Bradley 
Hotels System about it? A. Because that. was out 
of business. 

Q. You did not, did you? A. No, sir. 
Q. When was it that Mr. Marshall :finally dis-

covered that the Bradley Hotels System's option 
had lapsed? A. Mr. Marshall will have to answer 
that. 

Q. When was the :first time that you knew that 20 
he had discovered that the Bradley Hotels option 
had lapsed? A. I don't think I ever knew that he 
had discovered it. 

BY THE COURT: 

Q. VVell, now- A. I do not think so. He prob-
ably discovered it in-

Q. You got a letter from Mr. Gillespie to your-
self? A. Yes. 30 

Q. You read it to Mr. Marshall. Mr. Marshall 
requested you to get it, didn't he? He insisted that 
you get it, didn't he? A. Well, that is the time. 

BY MR. LANE: 

Q. Are you sure you read the letter of April 1, 
1925, Exhibit D-4, to Mr. Marshall? A. Well, I 
imagine that I did, because it was filed in the 
papers with the Coast Holding Company. 40 
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Q. Now, was there any other time that you talked 
to Judge Smith with respect to this agreement made 
between you and the Coast Holding Company, ex-
cept prior to the conference which came about as a 
result of Judge Smith's letter of September 16, 
1925, to you? A. I do not recall. 

Q. Now, you testified, not in response to a ques-
10 tion} but of your own volunteering, that Judge 

Smith had at some time or other told you that the 
agreement should be put in legal form. I want to 
know when that time was? A. I cannot remember 
unless it was that particular period of which we 
spoke. 

Q. So that when Judge Smith told you that that 
agreement should be put in legal form, there must 
have been some discussion of its not being in legal 

20 form, at that time? A. He cited the question in his 
testimony here today. He cited that he called that 
to my attention. If that is true-and I have no rea-
son to doubt the Judge's word-I must have taken 
it back and asked that that be done, because he 
said: "That is a very valuable paper you have here 
to protect the stockholders of the Bradley Hotels 
System." 

Q. Do you remember that at the time you had 
your talk with Judge Smith you did not have any 

30 pa per at all? A. Well. I think I had. I am not 
sure, so I will pass that question. 

Q. Is it not your recollection that at the time 
you had that conversation with Judge Smith, that 
that was the first time you told Judge Smith any-
thing about the agreement? A. It was probably 
the first time I had seen him 

Q. It was probably the first time you told him? 
A. Yes; and probably the first time I saw him. 

40 Q. Carrying your mind back to the fall of 1925, 
don't you think circumstances surrounding this 
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thing-don't you think that after you had this -con-
versation with Judge Smith, you then went over to 
Mr. Marshall and had this agreement executed? A. 
No; I do not. 

Q. Have you any recollection? A. My recollec-
tion is that I had it at that time. I won't be sure. 

Q. Have you any recollection of the details or 
circumstances or surroundings of the execution of 10 
this agreement, ·when you .signed it, or who was 
present, or anything concerning it-any feature of 
it-anything at all in your mind? A. I do not 
know whether I signed it in Mr. Marshall's office or 
in Larkin, Rathbone & Perry's office or my office, I 
cannot recollect. I was only too glad to get it and 
to get it filed away. That was my particular inter-
est. 

Q. Well, you are sure that there were not two 20 
agreements between you and the Coast Holding 
Company with respect to this matter? A. Not that 
l recollect. 

Q. Do you recollect one way or the other? A. I 
say not that I recollect. 

Q. Do you say you do not know whether there 
were two or not? A. I cannot recollect but this 
one. 

Q. Do yon know whether there was an agreement 
between you and Marshall before, which was in 30 
writing? A. I do not. 

Q. For which this agreement with the Coast 
Holding Company was substituted? A. I don't 
know. I was only interested in getting a proper 
agreement to protect these stockholders. 

Q. Is your recollection a blank as to whether 
there was such an agreement? A. I do not recol-
lect any otner agreement. 

40 
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BY THE COURT : 

Q. Was there any agreement between you and 
Mr. Marshall on the subject? A. No-none out-
side of this one that I know. 

BY MR. LANE: 

Q. Will you say that there was none such? A. 
I will say there was none, to my knowledge. 

Q. The amount of money which was paid by the 
Eastern Parkway Corporation was some $300,000, 
was it? A. vYhatever the consideration-I cannot 
tell you. 

Q. Was it in fact three hundred and some odd 
thousand dollars, and the consideration which was 
paid by tbe Coast Holding Company was in excess 

20 of $700,000? Do you know what happened-~ho 
got the difference? A. What happened-who got 
the difference? 

Q. Yes. A. As far as I am concerned it was the 
Eastern Parkway itself got the difference, what-
ever it was. 

Q. Do you know who the persons were who got 
it? A. No, I do not. I am not a member of that 
company. 

30 Q. You have no knowledge as to who constituted 
the Eastern Parkway Company? A. I had no idea. 
I have none today. 

Q. You have no idea as to the conditions or what 
brought about the fixing of the price between the 
Eastern Parkway Company and the Coast Holding 
Company? A. Only that we could not buy the 
property from them for less than $745,000. 

Q. You do not know why it is that you could not 
buy it for less than $745,000? A. Because they 

40 would not sell it to us for less than that. 
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Q. Who negotiated on their side? A. That is be-
tween their representatives and the Coast Holding 
Company. 

Q. Who were they? A. Mr. Marshall and Mr. 
Pettit represented, I presume, the Eastern Parkway 
Corporation. 

Q. Who represented the other side? A. They 
were the Coast Holding Company. 10 

Q. Who? A. They are part of the Coast Hold-
ing; today they are a part of the Coast Holding-

BY THE COURT: 

Q. When the Eastern Parkway Corporation 
agreed to transfer this title the Cost Holding 
Company, who handled the negotiations which re-
sulted in the transfer? A. I don't know unless it 
was Mr. Muhleman~ 

Q. Did you have anything to do with it? A. I 
was president of the corporation. 

Q. Did you h[tve anything to do with the negotia-
tions? A. Not with the negotiations. 

Q. That is what we are trying to :find out. Who 
handled the negotiations? Who dealt for the Coast 
Holding Company? Who represented the Eastern 
Parkway Corporation? A. I seem to be very dumb, 
but I am afraid I cannot give you that information. 
I cannot say whether that was bought in at the time 
I was a member of the original corporation. I found 
that out today. I did not even know I was a mem· 
ber. Mr. Maginnis was another, maybe he ca~ tell 
you. 

Q. You are clear in your mind that you had noth· 
ing to do with anything on behalf of the Coast Hold-
ing Company that led up to the transfer of the title 
to that company? A. I am clear as to that. 

20 

30 

40 
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BY MR. LANE: 

Q. Do you know who did? A. Mr. Muhleman 
represented the Coast Holding Company and Mr. 
Muhleman is the .secretary today-

Q. Is he a lawyer? A. He is a lawyer represent-
ing the Coast Holding Company. 

10 Q. He represented both companies? A. He ne-
gotiated between them. 

Q. He represented both companies? A. Yes. 
Q. Now, I would like to know if he was the rep-

resentative of the Coast Holding Corporation and 
the representative of the Eastern Parkway Corpo-
ration, whether or not it was the right hand dealing 
with the left? A. Well, I don't know how it would 
be the right hand dealing with the left. There is a 

20 corporation known as the Coast Holding Company, 
of which I was a member. There is. a corporation 
known as the Eastern Parkway-Bedford Avenue 
Corporation of which I was not a member. Now, 
the Coast Holding Corporation bought this land 
from the Eastern Parkway Corporation. 

BY THE COURT: 

Q. That is very obvious. What we are trying to 
30 get at, if you can help us is. to find out who repre-

sented the Coast Holding Company and who repre-
sented the Eastern Parkway Corporation in the ne-
gotiations that led up to the transfer of the title; 
who agreed on the $700,000 consideration? A. I 
was one of them that would agree upon it; I natur-
ally would. 

Q. Did you in fact agree on it? A. I would nat-
urally agree upon it. 

Q. Will you say whether you did actually? A. I 
·40 did, yes, as a director and as a president. 
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Q. You knew that the Eastern Parkway Corpora-
tion had bought those lands for some three hundred 
thousand less than they sold them for, only a month 
or so before? A. That might be. 

Q. Well, did you? A. Well, I know that I did. 

BY MR. LANE: 

Q. Four days before, was it not? A. I don't 
know the exact date. 

Q. The fact is- A. (Interrupting) Certainly I 
knew that. 

Q. What led you to pay $700,000 or more or agree 
on behalf of your corporation to pay $700,000 or 
more? 

Mr. Wall: I object. What possible material-
ity has that? 

The Court: I imagine the reason is to tie the 
Coast Holding Corporation up to the charge in 
the bill of complaint about information and 
knowledge. Objection overruled. 

A. Because I would have done anything if I had a 
chance to get hold of this property to get enough 
out of it to take care of the .stockholders of the old 
Bradley Hotels Company. That is the whole thing 
in a nut shell. That was the underlying thought. 

Q. So that the reason why you had agreed to let 
the Coast Holding Corporation pay $745,000 for 
what the Eastern Parkway Corporation had bought 
for only $300,000 a few days before, was that you 
might protect the stockholders of the late Bradley 
Hotels System; is that right? A. That is right. 

( At this point adjournment is taken to May 
7, 1928, at 9 :55 A. M.) 

10 
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IN CHANCERY OF NEW JERSEY. 

Between 
PETER BENTLEY, Receiver of 

BRADLEY HOTELS SYSTEM, INC., 
Complainant, 

and 

CLARENCE E. F. HETRICK, et al., 
Defendants. 

On Bill, &c. 

Transcript of shorthand notes of testimony taken 
pursuant to adjournment on final hearing in the 
above stated cause, at Chancery Chambers, Jersey 
City, May 7, 1928, before His Honor, James F. Fiel-

20 der, Vice Chancellor. 

Appearances as heretofore. 

CLARENCE E. F. HETRICK, one of the defendants, 
already sworn in his own behalf, resumes the stand. 

CROSS EXAMINATION (continued) BY MR. LANE : 

Q. Do you remember telling Judge Smith that 
30 you had an agreement prepared, but not executed, 

whereby the purchasers of the property were going 
to pay off the stockholders' subscriptions of the 
Bradley Company out of the first profits realized in 
the real estate? A. The cash that had been paid in 
upon those subscriptions. 

Q. Do you remember that you told Judge Smith 
that you had such an agreement but not executed? 
A. I so testified, I think. 

40 Q. Do you remember it now? A. I do. 
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Q. You did tell him that? A. I will answer the 
question that I said I had such an agreement. 
Whether I told him that it was executed or not, I 
do not recall, but I told him that I had such an 
agreement and my remembrance is that I said I was 
not sure whether it was signed and he suggested 
that it should be signed. 

Q. You testified on examination before the Re- 10 
ceiver, did you not? A. Yes, sir. 

Q. Do you remember te.stifying there as follows : 

"Question. Is it not a fact that when negotia-
tions were had to take this property over, Mr. 
Gillespie did not want to let the property go to 
somebody else unless he was assured the orig-
inal investors of the Bradley Hotels System 
were paid. Don't you remember that? Answer. 
I know all about it. 20 

"Question. What about it? Answer. I know 
all about it. I brought the question up to Mr. 
Gillespie. 

"Question. What did he say? Answer. And 
he said that they should be taken care of in 
every way, shape or form". 

Now, do you remember that testimony? A. Yes, 
sir. 

Q. It was true? A. Yes, sir~ 
Q. What was it that Gillespie said with reference 

to the protection of the stockholders of the Bradley 
Company? A. I brought up the question that I 
wanted to protect the money that had been put in 
by stockholders, to Mr. Gillespie, and it was upon 
that, with that assurance, that feeling, that he was 
willing to sell or consider the sale of the property 
through me. He did not want to sell all of the 
property even then. 

30 

40 
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Q. So that it was a consideration moving to him, 
that in his consenting to the sale of this property, 
that the stockholders of the Bradley Hotel Company 
should be taken care of? 

Mr. Hamill: Objected to. 
The Court: Objection sustained. 

10 
Q. How many times did you speak to Mr. Gilles-

pie prior to the sale of this property through you 
about the protection of the stockholders of the Brad-
ley Hotels Company, or whatever the name was? 
A. My remembrance is that I only spoke to him 
once. 

Q. I show you a newspaper report of May 14, As-
bury Park Evening Press, which purports to con-

20 tain an interview with you. Will you read it, if 
you are not familiar with it, and tell me whether 
you did give that interview to the press and made 
the statement contained in that newspaper? A. 
Yes, sir. 

Q. And those statements were correct? A. Yes, 
sir. 

Mr. Lane: I offer the paper in evidence. 
Mr. Hamill: No objection. 

30 (Marked Exhibit C-16). 
Mr. Hamill: What is the date of that inter-

view? 
Mr. Lane: May 14, 1926. 

Q. Did you receive any moneys from the Coast 
Holding Company? A. At that time or when? 

Q. At any time. 

Mr. Hamill: I object. 
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The Court: Why at any time; why is that 
material? 

Mr. Lane : Because the agreement provides 
that out of the first profits, moneys should be 
paid to the stockholders of the Bradley Hotels 
System. 

The Court: Objection sustained. 

Q. In the fall of 1926 did you receive the sum of 
$10,000 from the Coast Holding Company? 

Mr. Hamill: I object. It might be part of 
the running expenses of the company. 

Mr. Wall: I object. He is not resting on 
this agreement, as I understand it. He is rest-
ing on something else. This is entirely irrelev-
ant. If he is going to rest on the agreement, 
that is one thing. If he is going to ask as to 
moneys of the ·company disconnected with the 
agreement, then it is entirely immaterial. 

The Court: Objection overruled. 

A. In the fall of 1926? I cannot tell the date, but 
the minutes of the Coast Holding Company will 
show what I received and for what purpose. 

Q. Did you in fact receive the moneys which was 
resolved in the resolution as being payable to you? 
A. Possibly some of them; possibly not all of them; 
I have not checked them up. 

Q. Have you no recollection now as to how much 
money you did receive? A. No; I have not. 

Q. Have you no recollection as to how much 
money you did receive? A. No; I have not. 

Q. But you do know you received some? A. The 
records of the Coast Holding Company will show 
that. 

10 

20 

30 
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Q. You yourself, outside of the records, know you 
received some money? A. Yes; I received some 
money. 

Q. What was the purpose for which they were re-
ceived? A. For the purpose of the resolution, 
which was for salary. 

Q. For salary? A. Yes. 
10 Q. Did the Coast Holding Company ever hold 

30 

40 

any other property except this particular piece of 
property? A. No; not to m.y knowledge. 

BY MR. HAMILL: 

Q. After the letter to you from. Mr. Herbert Reid 
from. Baltimore, which letter is dated on or about 
September 29, 1924, and before the expiration of 
the option on N ovem. ber 1st, did you have a meeting 
with Mr. Reid? A. A conference with Mr. Reid 
and Judge Smith. 

Q. Did he say anything at that meeting about 
having written that letter? A. I cannot recall that. 

Q. Did he say anything about having instructed 
you to call a meeting of the board of directors? 
A. No. 

Q. Was anything said then about calling a meet-
ing of the board of directors? A. Not to my rec-
ollection. 

Q. About how long, so far as you can remember, 
was it before the expiration of the option? A. 
About a month. 

Q. About a month? A. That is my remembrance. 
Q. Within what time, according to your by-laws, 

could a meeting of the Board of Directors have been 
called? A. I do not know the provision of the by-
laws. 
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BY MR. LANE: 

Q. Mayor, the resolution of the special meeting 
of the board of directors of the Coast Holding Com-
pany, held December 2, 1925, at which you appear 
to have been present, recites that the corporation 
pay out of any money in its possession or to come 
into its possession, the sum of $10,000 on account 
of services heretofore rendered by Mr. Hetrick and 
disbursements incurred by him. Was that sum paid 
to you? A. It was at least paid in part. I cannot 
tell just how fully. My recollection does not carry. 

Q. Do you know whether the $10,000 which was 
similarly resolved to be paid to Mr. Marshall on 
account of services rendered and disbursements in-
curred by him, was in fact paid? A. I don't know. 

Q. You are president of the company? A. Yes. 
Q. You don't know whether the payment was 

made? A. Not the amount; no, sir; I don't know 
what was paid. 

Q. Who is Mr. Pettit? A. Mr. Henry Pettit. 
Q. Was he one of the officers of the company? A. 

Vice president, I believe. 
Q. I suppose you don't know whether the $10,000 

which was similarly resolved to be paid to him was 
in fact paid? A. I do not. I should say the treas-
urer could testify to that. 

DONALD C. l\fUHI,EMAN, sworn as a witness on the 
part of the defendants, testifies as follows : 

DIRECT EXAMINATION BY MR. WALL: 

Q. You live where? A. I live in Glen Ridge. 
Q. You are a member of the New York Bar? A. 

Yes, sir. 

10 
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Q. And of the firm of Larkin, Rathbone & Perry? 
A. Yes, sir . 

Q. Were you concerned in the formation of the 
Coast Holding Company? A. Yes, sir. 

Q. And of the Eastern Parkway-Bedford Avenue 
Corporation? A. Yes, sir. 

Q. Will you tell us your relation to those two 
companies? A. I organized the Eastern Parkway-
Bedford Avenue Corporation around about 1921 or 
1922, for the purpose of acquiring a forty-two year 
lease on a block of property at Eastern Parkway 
and Bedford Avenue, Brooklyn. Pettit and Mar-
shall-Henry Pettit and Isaac Marshall-had been 
doing business with the Central Union Trust Com-
pany of New York which we represented as attor-
neys. At the time of the formation of this com-

20 pany the Trust Company advanced moneys to the 
Eastern Parkway-Bedford Avenue Corporation for 
the purpose of putting up three large buildings on 
the site. 

Q. How much did they advance? A. They ad-
vanced over $400,000. 

Q. In cash? A. Cash. I passed it myself. This 
cash was used for the purpose of paying for ma-
terial and labor on the building. In 1926-up to 
1925- the company, through rentals or net rentals 

SO had reduced its obligation to the Central Union 
Trust Company to the amount of $375,000. At that 
time the Trust Company thought that the liquida-
tion was a little slow and called that to the atten-
tion of Pettit and Marshall. I personally did that, 
under instructions, and Marshall informed me that 
he was somewhat familiar with values in Asbury 
Park and that he tho1Jight, if the Trust Company 
would advance additional money to acquire some 

40 
property which he thought he could acquire there, 
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we would be able to liquidate the whole obliga-
tion. I communicated that to the bank, and he did 
too. It was finally decided to lend the Eastern 
Parkway-Bedford Avenue Corporation an addi-
tional $300,000, approximately, Marshall having 
stated that he could get the property for that 
much added amount. He told me that the prop-
erty was in the name of a man named Gillespie who 
was the executor or trustee of the Bradley Estate 
and who, as I understood, at one time owned all 
or part of Asbury Park. I went over to Asbury 
Park to look at the property which Marshall and 
Pettit stated they desired to buy and reported 
favorably in regard to it to the bank. 

vVe started writing a contract between Gillespie 
and Eastern Parkway-Bedford Avenue Corpora-
tion, but Gillespie refused to sign unless we paid 
$345,000 plus taxes, and, I think, some assessments 
that were on it. That caused a little hitch, but it 
was finally overcome and the bank advanced the 
actual cash. The bank agreed to advance $345,000 
in addition to the $375,000 which Pettit and Mar-
shall already owed to the bank, and also an addi-
tional amount, approximately $25,000 to pay inter-
est and taxes, making the total advance of approx-
imately $400,000 and approximately $345,000, mak-
ing a total of $745,000. 

I took the title to the property in the name of 
the Eastern Parkway-Bedford Avenue Corporation, 
which then became obligated to the Central Union 
Trust Company in the sum of $745,000 approxi-
mately. The stock of the Eastern Parkway-Bed-
ford A venue Corporation was owned by Pettit and 
Marshall and the Trust Company, but the interest 
of Pettit and Marshall in their stock was endorsed 
in blank and put up as collateral for their indi-
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vidual obligation as endorsers of the Eastern Park-
way-Bedford Avenue Corporation to the full amount 
of $745,000, or in the beginning, $400,000. 

Q. So that the Trust Company had all of the 
stock in its possession? A. All of the stock. 

Q. What it owned itself and what it held as col-
lateral from Pettit and Marshall? A. Yes. Pettit 

10 and Marshall had signed each a note for the $400,-
000, and they also endorsed other notes involving 
the $345,000 advanced. I am a director of the East-
ern Parkway-Bedford Avenue Corporation. It can 
sign no checks which will be honored-

20 

Mr. Gilson: I object upon the ground that 
this is not binding on the complainant. 

The Court: Objection overruled. 

Q. Proceed. A. It can sign no checks which will 
be honored at the bank where it keeps its only de-
posit, unless countersigned by me. It can sign no 
notes which are good unless countersigned by me. 
It can enter into no contracts unless countersigned 
by me. It has no obligations of any nature or de-
scription, in fact, except current operating obliga-
tions of the apartment and stores over in Brooklyn 
and also except to the Central Union Trust Com-

30 pany. 

40 

I believe that shortly before-shortly before we 
closed title to the Asbury Park title, or shortly be-
fore we signed the contract, I met the Mayor. I 
had never met him before, although I understood 
he was very well acquainted with Mr. Larkin, one 
of my partners. 

Mr. Hetrick came into the office of •Pettit and 
Marshall and I understood from the conversation 
which was had at that time, that Marshall was the 
man who was acquiring the property; he was the 
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man who was doing the negotiating for the Asbury 
Park property. 

After the Eastern Parkway-Bedford Avenue Cor-
poration acquired title to the property I saw the 
Mayor and Pettit and Marshall quite often. It was 
stated to me that they desired the Mayor to be in 
the organization which would effect the sale of the 
Asbury property, so that the Trust Company could 10 
obtain the full amount of its loan of $745,000 as 
soon as possible. I told these gentlemen that as 
far as the transaction was concerned, I was not in-
terested in the Mayor; that the $745,000 would have 
to come out of the Jersey property, in the event that 
they desired to have the Mayor interested with 
them. 

Shortly after that they came back, Pettit and 
Marshall, and in the presence of the Mayor, stated 20 in my office that they had determined to give to the 
Mayor sufficient money to pay all moneys which 
had been paid to a corporation which Mr. Hetrick 
had previously been identified with and which had 
at one time had an option on the Asbury Park prop-
erty which the Eastern Parkway-Bedford Avenue 
Corporation had acquired. I told them if they de-
sired to give him anything, it was up to them, as 
I was not interested in their personal wishes. They 
came back a few days afterward and stated that 30 
they had agreed that out of any profits which they 
would make they would give the Mayor one-third 
and that they wanted him to have a third interest 
in the equity of this corporation. 

I determined then that in order to meet their 
wishes we would have to organize a new corpora-
tio~ and take title to the property and cover the 
Trust Company by mortgages for the full amount 
-$745,000. 

4.0 
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I then organized the Coast Holding Company or 
McGinniss organized it-it was organized in my 
office anyway, and McGinnis and Noble were put in 
as directors and the Mayor was put in as a resident 
director and at the time he was also made president 
because he insisted that Pettit or Marshall were to 
be president or he wanted to be president-one or the 

10 other. Then they stated to me that they wanted an 
obligation of the company to pay back $36,000 to 
people who had put it into a corporation which the 
Mayor said had had an option which had expired, as 
he told me, and that they wanted the corporation to 
agree to make this payment after the $-7 45,000 and 
all disbursements and expenses and interest were 
taken out. I laughed at them and I told them that 
I did not think that was good policy, but they in-

·20 sisted. So I drew a contract which I thought would 
meet their wishes and then told the Mayor to give 
me a list of these stockholders who had put money 
into the corporation. He gave me such a list later 
on and after much persuasion and numerous calls 
and requests, I finally handed over the agreement 
approximately four or five months after it was 
drawn up. I had let it lie on the table on the back 
of my desk. I did not see it signed-I assume I 
have one in the office--I have not looked-a signed 

30 copy. 
The Mayor did not put any money into the Coast 

Holding Corporation. He had no interest in the 
Eastern Parkway-Bedford Avenue Corporation. 
The Mayor and Pettit and Marshall, after the or-
ganization of the new corporation, were required to 
endorse and deposit their stock in the bank, deposit 
it with the Central Union Trust Company as addi-
tional collateral security for the paymenti of the 
$750,000 and interest. 
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The Coast Holding Company is operated under a 
condition similar to the Eastern Parkway-Bedford 
A venue Corporation, and the bank will not honor 
checks unless countersigned by me. Notes are not 
valid unless countersigned by me, and contracts or 
obligations incurred are not, according to the by-
laws, valid unless countersigned by me. As far as 
I know., the Coast Holding Company has no obliga-
tions. After the Coast Holding Company pays the 
$745,000 and interest and co:-;t of operation and so 
forth, the company will then belong to Pettit and 
Marshall and the Mayor. 

Q. Apart from a third interest in the shares of 
the Eastern Parkway- Bedford Avenue Corporation, 
the Brooklyn corporation, has the Central Trust 
Company any interest whatsoever, except getting 
its actual money back with interest at six per cent? 
A. You mean the Coast Holding? 

Q. Yes. A. Oh, no; it has no interest, no inter-
est at all outside of the obligation. 

Q. Outside of its stock ownership of one-third in 
the Brooklyn Corporation, has it any interest what-
soever except as a bank? A. That is all. 

Q. Did you have any appraisals made of the prop-
erty in Asbury Park before it was acquired from 
Gillespie? A. Yes; we had appraisals made of that 
property by two or three or maybe more real estate 
people in Asbury Park or vicinity of Asbury Park. 
It showed an equity which would not only take care 
of the $345,000 but at least part of the Eastern 
Parkway-Bedford Avenue part of it. 

CROSS EXAMINATION ~y MR. GILSON: 

.10 

20 

30 

Q. As I understand it, Pettit and Marshall were 
virtually the owners of these two corporations, the 
Eastern Parkway-Bedford Avenue Corporation and .0 
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the Coast Holding Company? A. Pettit and Mar-
shall had a two-thirds interest in the Eastern Park-
way-Bedford A venue Corporation. They also had, 
with another stockholder, a two-thirds interest in 
the Coast Holding Corporation-with still another 
stockholder. 

Q. A third of the stock of the Eastern Parkway-
10 Bedford A venue Corporation, as I understand it, is 

held by the bank? A. Yes, sir. 
Q. And do they hold that stock as absolute hold-

ers or as collateral or how? A. Well, I believe 
that they have it in the name of one of their dum-
mies down there, but my understanding is that the 
bank will give it up to them at some time. 

Q. The bank is your client? A. Yes. 
Q. And Pettit and Marshall are your clients? A. 

20 Yes. 
Q. Did you transact the entire business in con-

nection with the advances and loans from the Cen-
tral Union 1.'rust Company ·to Pettit and Marshall? 
A. Yes. 

Q. As a matter of fact, you must know, Mr. 
Muhleman, that that stock is merely held as se-
curity for the loans that Pettit and Marshall have 
from the bank; that is true, is it not? A. I would 
say no-at the present time, no. 

30 Q. What do you mean by "at the present time"? 
A. Because the stock was actually taken by the 
Trust Company. 

Q. In the name of its dummy. Did the Trust 
Company pay anything for that stock? A. As 
much as Pettit and Marshall did. Practically noth-
ing. Money advanced. 

Q. The stock was transferred to this dummy be-
cause the bank had loaned money to Pettit and 
Marshall and the Eastern Parkway-Bedford Ave-

40 
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nue Corporation; isn't that so? A. No; I think at 
the time-

Q. Never mind. They are going to transfer the 
stock back when the loan is paid, are they not? A. 
I don't know what-

Q. Is it a fact that they will? A. I cannot tell 
you what will happen in the future. 

Q. Is not that the arrangement? A. No. 10 
Q. Then, is the bank the absolute owner of that 

stock? A. Today? 
Q. Yes. A. Yes. 
Q. When did you first come in contact with Mr. 

Gillespie? .A.. I doubt very much if I have ever 
seen him in my life. 

Q. You did not come in direct contact with him? 
A. No; I do not think I ever did. 

Q. Did Pettit and Marshall tell you, before the 20 
title was closed, anything about Mr. Gillespie in-
sisting that the investors in the Bradley Hotels Sys-
tem be taken care of before he would convey the 
property? A. No, sir; I never heard of the Brad-
ley Hotels System. 

Q. When did you first hear of that company? A. 
I believe when I got your complaint. 

Q. Didn't you hear about it before this contract 
was drawn? A. No; I never heard of it. 

Q. Didn't Pettit and Marshall tell you the name 30 
of the company that Hetrick was concerned in? A. 
Not at all. · 

Q. Didn't you inquire? A. Not at all. What 
did I care about Hetrick? 

Q. How long after the formation of the Coast 
Holding Company was it that Pettit and Marshall 
told you that Hetrick wanted an agreement to 
take care of some people? A. I said it was before. 

40 



Q. How long before the formation of the com-
pany? A. I don't know. I cannot tell you. It is 
two or three years ago~ 

Q. You are sure it was before the formation of 
the Coast Holding Company? A. Oh, yes. 

Q. And according to the deed the property was 
conveyed to the Eastern Parkway-Bedford Avenue 

10 Corporation on May 8, 1925, and that company 
transferred it to the Coast Holding Corporation on 
May 12, 1925. Do you remember the date of that 
agreement? A. No. 

20 

30 

40 

Mr. Gilson: I offer in evidence agreement 
bearing date the blank day of April. I wish 
to show that as early as April, before title was 
taken by anybody, they were talking about 
such an agreement. 

Mr. Hamill: I object. 
The Cnurt: Objection sustained. 

Q. I show you Exhibit C-15, which is a copy 
of this agreement between Mayor Hetrick and Pet-
tit and Marshall and the Coast Holding Corpora-
tion, in regard to this payment of $36,000, which 
you testified to, produc~d by Mr. Wall; that is 
right, is it? 

Mr. Wall: That is wrong. The copy you 
have is Mr. Hamill's copy. Here is my copy. 

A. (No answer.) 
Q. Do you recognize that? A. Oh, yes; I re-

member it. 
Q. I show you another pa per purporting to be 

an agreement between the same parties, dated the 
blank day of A'.pril and ask you if you recognize 
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that? A. I will have to read it and see if it is my 
wording. 

Q. All right. A. ( After reading) Yes; I remem-
ber that. 

Mr. Gilson : I offer it in evidence on the 
ground that it contains different terms from 
Exhibit 0-15. 10 

The Court : For what purpose do you offer 
it? 

1\fr. Gilson : To show that there were negotia-
tions. There were changes and I wan~ to find 
out why it was changed. 

Mr. Wall: I object to it. 

Q. In this original agreement which you drew it 
was provided that $30,000 instead of $36,223 was 
to be paid. Do you know why the change was made? 
A. The way I reca11 it, my first understanding was 
that there was approximately $30,000-that was 
the expression I heard-put into that company, 
some company, for the purpose of trying to acquire 
an option on this property. · The amount was 
changed afterwards, ·a little later I think, to $36,-
000. 

Q. That was the only change that you remember? 
A. No; I did not read the second agreement. I 
have not seen it in three years. 

Q. I thought you read it. · A. The first agree-
ment you handed me, Exhibit 0-15, I did not read; 
I just glanced over. I know I drew it because it 
is my form. 

Q~ I notice in this form of agreement dated the 
blank day of April there is this difference--

Mr. Wall: I object. 

20 

30 
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The Court: Mr. Gilson withdrew his former 
offer. He is now asking a question. The agree-
ment of April is unsigned, but it was identified 
by the witness. I understand the witness to 
say that that was drawn by him. 

BY THE COURT: 

Q. That is so, is it not? A:. I drew both of them. 

BY l-IR. GILSON: 

Q. I notice this paragraph at the top of the agree-
ment of the blank day of April, provides that this 
agreement is made for the benefit of the contribu-
tors to the fund of $30,000, although unnamed here, 
and payment of the respective sums which may be 

20 due to said respective contributors shall accrue 
under the contract, although the persons are not 
named and such persons are definitely determined 
and known to the parties hereto? A. Yes. 

Q. Now, that is just the opposite from the agree-
ment that was finally executed, Exhibit C-15, is it 
not? A. I remember this now. The first one that 
was drawn the mayor and Pettit and Marshall had 
hazy ideas of figures-about $30,000. They did not 

30 tell me the names of the people at all. That agree-
ment was never executed. Then afterwards they 
told me that the mayor had made up a list and that 
he would give me that list. That is why I kept it 
on my desk for four or five months. I did not get 
the list. They told me he had a list. The agree-
ment would not go through until he showed me a 
list. He showed me a list. I do not know where it 
is now. I remember a few names on it. 

Q. The question is : Why was the change made 
40 so that that agreement finally was not to inure to 
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the benefit of these contributors, although the :first 
form expressly provided it was to inure to them? 
A. Both agreements are the same. One designates 
particular persons and the other does not, but they 
are both the same agreements. 

Mr. Wall: I object. It was never executed. 
·what difference does it make? 10 

Q. Why was the change from the agreement of 
the blank day of April which provided that it was 
to inure to the benefit of the contributors, whereas 
in the agreement that was :finally executed, Exhibit 
C-15, it provided expressly that it was not to inure 
to the benefit of the contributors? A. I do not 
catch your question. I think you are mixed up 
there. 

Q. In the first form of agreement it is expressly 
provided that this $30,000 was to inure to the bene-
fit of the contributors, is it not? A. Yes. 

Q. In the form that was finally signed, Exhibit 
C-15, there is this provision: "This agreement shall 
not in fact inure to the benefit of any person or 
persons other than the party of the :first part· ( that 
is Hetrick) , and no other person or persons shall, 
at any time, have any claim or right to the whole 
or any part of the said sum of $36,243." My ques-
tion is : Why was that change made? A. I evi-
dently determined that I did not want any strike 
suits, if I could help it, by people who thought 
they might be interested, and therefore tried to 
eliminate Lawrence against Fox, if possible. 

Mr. Gilson : I offer this form of agreement 
identified by Mr. Muhleman, dated the blank 
day of April, in evidence. 

20 

30 

40 
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The Court: For what purpose? 
Mr. Gilson: Well, I think it ought to be part 

of the record. 
The Court: Why do you offer it? 
Mr. Gilson: I suppose it is all in evidence 

now. l\Iay I have it marked for identification? 
The Court: Yes. 

10 (Marked C-16 for identification.) 

20 

Q. These payments to you and to Hetrick and 
to Marshall provided for in the resolution of De-
cember 2, 1925-I think you heard that read this 
morning, did you not? A. Is that the date? I. 
heard the resolution. Is that the date? 

Q. You remember that meeting? A. Yes. 
Q. You remember the meeting when these 

amounts were provided for? A. Yes. 
Q. Did you all receive these amounts? 

Mr. Wall: I object to that as immaterial. 
The Court: Objection overruled. 

A. I believe that the way I recall it, Pettit, Marshall 
and the Mayor received about eighty per cent. of 
that, and our firm, I believe, received about $6500. 
I do not think we received any more than that to 

3-0 date. 

,o 

Q. You are testifying from your recollection? A. 
Two and half years recollection. 

Q. You have not refreshed it? A. Not at all. 
Q. These payments were made out of the pro-

ceeds of sale of this property, or some plots of this 
property, in Asbury Park? 

Mr. Wall: I object to that as immaterial. 
The Court: Objection overruled. 
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A. That is right. 
Q. That is the only property that the Coast Hold-

ing Company ever owned? A. I believe that we did 
acquire a couple of outside mortgages. Whether 
they were taken for the Eastern Parkway-Bedford 
Avenue Corporation or the Coast Holding Company 
I do not know. Marshall can recall that better than 
I can. I know something came over. Whether I 
took it in the name of that corporation or the other 
company, I do not remember. 

Q. As part of the consideration of part of the 
property in Asbury Park? A. No, no; an outside, 
separate transaction. 

Q. With what moneys did they buy these mort-
gages? A. Cash in bank, maybe cash proceeds that 
they might have had from the sale of this property, 
or sales they made-no-now I recall-it was all 
made from a loan of $27,000 I believe, but I would 
rather, if Mr. Marshall could tell me-

Q. I have no objection. A. (After receiving in-
formation from Mr. Marshall) It went into the 
Coast Holding Company. The Eastern Parkway 
paid for it and put it into the Coast Holding Com-
pany. 

Q. Let me see if I have this transaction of $745,-
000 correct. Do I understand that the bank ad-
vanced $340,000 at the time of the acquiring of this 
Asbury Park property of $400,000? A. The bank 
advanced approximately $400,000 in all. 

BY THE COURT: 

10 

20 

30 

Q. For the Asbury Park property? A. They ad-
vanced $345,000, which we paid. At the time the 
transaction'. wa~ closed, when title was taken, we 
advanced the further sum of approximately $25,000, 
I believe it is, to let the company pay off some - •o 
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taxes and assessments which were then liens against 
it; in other words Gillespie's $300,000 price was 
raised to approximately $370,000. 

Q. And then the difference between that and 
$745,000, was an old indebtedness of the Eastern 
Parkway-Bedford Avenue Corporation? A. It was 
the obligation of the old indebtednes.s and the new 

10 property was obligated, that is, before they would 
advance money for the property, the full amount, 
they called for additional collateral. 

Q. The Coast Holding Corporation assumed the 
whole indebtedness? A. Oh, yes; the company as-
sumed the whole indebtedness, certainly. 

Q. The Coast Holding Company was on the bond, 
was it not? A. Oh, yes:. 

Q. And the bank was loaning $745,000 on this 

20 Asbury Park property, plus the property in Brook -
lyn; is that right? A. That is right. 

30 

40 

The Court : As I understand, the bank had 
a mortgage or some security represented by the 
Eastern Parkway-Bedford Avenue Corpora-
tion's holdings and took the Coast Holding 
Company's property as additional security for 
that indebtedness of Eastern Parkway-Bedford 
Avenue Corporation? 

Mr. Gilson: I do not. understand it that way. 
It goes further than that. The Coast Holding 
Company gave back a mortgage for $745,000. 

The Court: Was not the effect of giving that 
mortgage simply additional collateral for the 
security already held by the bank on the East-
ern Parkway-Bedford Avenue transaction? 

Mr. Gilson: Partly, but it was obligating 
them for more than they ever received. 

The Witness : It was giving something for 
nothing. 
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Q. What something for nothing? A. The title to 
the property. 

Q. And getting back a mortgage for $745,000? A. 
It is quite simple, if you want to know. If you want 
the facts, I can give them to you. 

Q. That is what we want. A. The fact happens 
to be this. I think I can explain it clearly to you. 
When the Central Union Trust Company advanced 10 
this $345,000, the additional $345,000 or $370,000 
approximately, i~ had an interest in Eastern Park-
way-Bedford Avenue Corporation and still has it. 
The property that they bought in Asbury Park they 
transferred to the Coast Holding Company. I rep-
resented the Trust Company and I was trying to 
represent their interest, but the mayor stepped in as 
a third party. He could not possibly acquire, he 
never had, any interest in the Eastern Parkway- 20 Bedford Avenue Corporation, never knew anything 
about it as far as I know, until the property was 
taken. Therefore, that makes a division in a dif-
ferent way than the division which had existed in 
the Eastern Parkway-Bedford Avenue Corporation, 
so that I made the Coast Holding Company liable 
for everything. As far as the mayor was concerned, 
I could have put a million dollar mortgage on that. 
It was the absolute property of the Eastern Park-
way-Bedford Avenue Corporation. So that mort- 30 
gage makes no difference whatsoever. 

BY THE COURT: 

Q. Title to the Asbury P.ark property was first 
taken by the Eastern Parkway-Bedford Avenue 
Corporation? A. It purchased it; ye.s, sir. 

Q. And title was taken in the name of that com-
pany? A. Yes. 

40 
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Q. That company did not give the mortgage to 
the Central Union Trust Company, did it? A. No, 
sir. 

Q. The $745,000 mortgage? A. No; it did not. 
Q. Ten days or more elapsed between the date of 

the deed to the Eastern Parkway-Bedford Avenue 
Corporation for the Asbury Park property and the 

10 deed from the Eastern Parkway-Bedford Avenue 
Corporation to the Coast Holding Company? A. 
That is right, approximately some time. 

Mr. Gilson: Four days. 

Q. The Eastern Parkway-Bedford Avenue Corpo-
ration got title from Gillespie, the executor? A. 
Yes. 

Q. Gillespie, executor, had to get some money 
20 when he conveyed to the Eastern Parkway-Bedford 

Avenue Corporation? A. Yes. 
Q. That money was paid by the Central Union 

Trust Company? A. Right. 
Q. For the Eastern Parkway-Bedford Avenue 

Corporation? A. Yes. 
Q. What security did the Trust Company have 

for that money advanced? A. It owned the stock of 
the Eastern Parkway-Eedford Avenue Corporation. 

30 It had all of the stock in its possession. It was mere-
ly advanced to let Eastern Parkway-Bedford Ave-
nue Corporation put a mortgage on the three par-
cels, so that we would have a first lien, in any event, 
and the stock for collateral. 

40 

Q. In other words, the Central Union Trust Com-
pany had to put up $300,000 to enable the Eastern 
Parkway-Bedford Avenue Corporation to pay Mr. 
Gillespie? A. That is right. 

Q. Then title was taken in the Eastern Parkway-
Bedford Avenue Corporation? A. Yes. 
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Q. The Central Union Trust Company having at 

that time put up this $300,000, what security did it 
have? A. It took no other security at that particu-
lar time, because we had absolute title by the cor-
poration which we held in our hands. It was my 
intention, before we decided to give this interest, to 
put mortgages. on that so that nothing could ever 
come ahead of it. 10 

Q. You did have absolute control of the Eastern 
Parkway-Bedford Avenue Corporation? A. Yes, 
sir. 

Q. You had one-third of the stock in your own 
name and the other two-thirds you had as collat-
eral? A. Which we could have owned at any time 
we wanted. 

Q. You could not have got it until you sold the 
collateral. In the meantime Marshall and Pettit, 20 
as directors of the · Eastern Parkway-Bedford Ave-
nue Corporation, had a right . to vote? A. Yes. 

Q. Notwithstanding the stock was up as collat-
eral? A. Yes; but it would have taken me about 
one day to get that stock, if I desired. 

Q. I suppose the whole answer is that you did not 
take any security from the Eastern Parkway be-
cause it was- A. (Interrupting) We took a note 
from the Eastern Parkway. The Eastern Parkway 
owned the property, but the mayor came in as a 30 
third party-

BY MR GILSON: 

Q. You knew he was. to come in as a third party. 
A. Who? 

Q. The mayor. A. I knew this much. I knew 
that the mayor was going to obtain an interest in 
Pettit and Marshall's share of the other, the Coast 
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Holding Company, if that was organized then-
that is, in the interest which Pettit and Marshall 
would have in the Jersey property only. It wa~ not 
segregated. The Jersey property gave him that in-
terest, and he has it now, subject to default and be-
ing wiped out. 

Q. How much of this property has the Coast 
10 Holding Company sold? A. I believe they have sold 

two blocks and they have one large block left. 
Q. How much has · this mortgage been reduced? 

A. You mean the $745,000 mortgage? I do not 
think it has been reduced very much-$16,000; we 
have some purchase money mortgage collateral 
which ought to mature very shortly, some of it. 

Q. Approximately how much do they amount to? 
A. I should say $500,000-about that. 

20 Q. How much has the Coast Holding Company 
received in cash from sales? A. I should say they 
have received-I doubt if they have received over 
$100,000. They have paid taxes and interest and so 
forth. 

BY THE COURT: 

Q. Out of these sales you paid the Coast Holding 
Company their charges and received $500,000 pur-

30 chase money mortgages back and the Central Union 
Trust Company released the property sold from the 
lien of their mortgage? A. Yes; the Trust Com-
pany took an assignment of the purchase money 
mortgages and tb.ey hold them all now. 

BY MR. GILSON : 

Q. You knew that during the negotiations be-
tween the mayor or Marshall and Mr. Gillespie, that 

40 the price was raised several times and finally closed 
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for $345,000? A. No. My memory is the first I 
heard of it was an advance from $300,000 free and 
clear. It was that price when I went down to As-
bury Park. I think it was the day this contract was 
signed, or the day before, that Marshall told me 
that Gillespie would not sell the property unless · he 
got $345,000 and we assume taxes and assessments. 

Q. Don't you remember Mr. Marshall telling us 10 
the day I was in your office that they were negoti-
ating with Mr. Gillespie and every time they would 
see him he would go up in his price? A. No ; I do 
not recall that. I do not recall but one raise my-
self. The price when they came to us was $300,000. 
I remember that it jumped to $345,000. 

Q. You went down to Asbury Park and when you 
came back you reported it was a good purchase at 
$300,000? A. I did not report that. I am not a real 20 
estate man. 

Q. I thought you said that you went down and 
looked at it and advised them to buy? A. I went 
down and looked at it and reported what I saw. I 
saw three blocks on the ocean and on the lake, and 
to me as an outsider, it looked pretty good. I did 
not know anything more. I am not a real estate 
man. 

BY THE COURT: 

Q. They knew that there were three blocks on the 
ocean and on the lake? A. I don't know. They 
might have known. I don't know. 

BY MR. GILSON : 

Q. You went down to advise them? A. I went 
down there specifically to see the property and the 

30 

40 
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location of it and what it was near, the general sur-
roundings. 

Q. And you knew it was worth $300,000? A. I 
concluded to come back and tell them what I saw. 

BYMR. WALL: 

10 Q. This $500,000 worth of purchase money mort• 
gages, do they fall due in the near future? A. Why, 
yes. There is one of them that I think was due on 
April 5. 

Q. Approximately all within a couple of years, do 
they fall due? A. All within a couple of years. from 
now. 

Q. What is your estimate as to when this money 
would be paid under this agreement, Exhibit C-15, 

20 
in the ordinary course, according to its terms? A. 
Oh, I should think it would be about two years when 
they ought to start paying off. The large block-
they have been talking of a hotel now for a long 
time. They talked about it in the beginning. 

Q. What is your judgment as to the ultimate cer-
tainty of this being paid or not? A. I believe that 
the stockholders who put their money in will get 
their money. I so told Harley Clarke, one of our 
clients, who happens to be down on the list. 

30 Q. You have investigated it from the standpoint 

40 

of holders of interest in the Bradley Hotels System? 
A. Yes; the name of people down there. You have a 
client, Mr. Wall, I have one, too, and Mr. Larkin 
has one. 
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ISAAC MARSHALL, sworn as a witness on the part 
of the defendants, testifies as follows: 

DIRECT EXAMINATION BY MR. WALL: 

Q. Where do you live? A. 515 Eighth Avenue, 
Asbury Park. 

Q. You had these negotiations with the executor 10 
of the Bradley Estate which led up to the purchase 
of this property that is here in question? A. Yes,, 
sir. 

Q. You were acting for whom? A. I was trying, 
if the Eastern Parkway purchased that property, 
that I could see a chance of paying the bank the in-
debtedness. 

Q. What is your business? A. Real estate. Prior 
to that I was in the importing business. 

Q. Have you had any associations as an importer 
with the Central Union Trust Company and bor-
rowed money from them? A. Yes, I had; for eigh-
teen years. 

Q. What first called your attention to this prop-
erty that was subsequently bought from Gillespie, 
executor of the Bradley Estate? A. Prior to this 
property I bought some other property from Mr. 
Gillespie. 

BY THE COURT: 

Q. The question is: What first called your atten-
tion to this property? A. What first called my at-
tention? 

BYMR. WALL: 

Q. When did you first start after this property; 

20 

30 

who spoke to you about it? A. Only the real estate 40 
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men in Asbury Park offered me this property for 
sale. 

Q. When was that? A. That was in the spring of 
1925. 

Q. Who were these real estate men? A. Well, va-
rious ones; Milan Ross was one. 

Q. Then, what was the next that happened? A. 
The next that happened I met Mayor Hetrick on the 
train coming from New York and I told Mayor Het-
rick I am going to buy that property. 

Q. You opened the subject? A. Yes. 
Q. Go on. A. He said : "What price?" I said: 

"$300,000 they are asking." He said: "I can get it, 
if I want, for $280,000." I said: "Go ahead and I 
will buy through you," and he went to get it and it 
cost us $370,000. 

Q. ·when he went to buy it at $280,000, what was 
the next thing? He came back and reported to you 
that he could not get it? A. $300,000, subject to as-
sessments on Ocean Avenue, plus three years' inter-
est, and we agreed to buy for $300,000. I saw Mr. 
Gillespie, and he said: "It is worth $450,000, I will 
not sell it for $300,000." 

I met the mayor again. I said: "Mayor, how 
about delivering for $300,000?" He came over and 
went in the bank and told me what he can get it for 

30 --$34-5,000 plus $20,000 assessments, plus interest 
for various years. I talked it over with the bank. 

40 

Q. That is, with the Trust Company, the Central 
Union Trust Company? A. Yes; and I told the 
bank, in my opinion, by my hard work that I am go-
ing to do in the next five years, in order to pay the 
indebtedness to the Central Union Trust Company, 
that is, with other transactions, I can see my way, 
if I go to Asbury Park and work hard, to pay the 
bank every cent we owe, without any profits for 
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ourselves. Right then and there they agreed to give 
us the money, the Eastern Parkway-Bedford Avenue 
Corporation, and we bought the property. 

Q. By "we" whom do you mean? A. The Eastern 
Parkway-Bedford Avenue Corporation. 

Q. Go back and tell us whether you saw Gillespie 
again? A. Yes. 

Q. After Hetrick told you that you could get it 
for $345,000? A. Yes; I went to his house in Mor-
ristown, New Jersey. 

Q. What did you say to him? A. I still kept on 
talking $280,000, the way the mayor told me. 

Q. You were rather persistent about it? A. Yes, 
sir. 

Q. Did you say anything to Gillespie about 
whether there were any entangling alliances or any 
options or anything of that kind? A. I heard in 
the street that they were going to have $15,000,000 
worth of hotels on the ocean front, and they were 
trying to get finances, and I told them they would 
never get it, to stop selling stock to people; they 
would never build $15,000,000 worth of hotels. 

Q. I show you Exhibit 0-12, dated April 1, 1925. 
What do you know about that? A. When I saw 
Mayor Hetrick I asked the mayor: "Did you have a 
contract on the property?" I did not know he had 
an option-I heard they had a contract to buy. I 
said: "Did you have such a contract?" He said: 
"No, we did not have any contract, but we had an 
option." I says: "I told you before if I will be in-
terested in that deal, before I am going to make the 
bank give us that money, you got to show me there 
will be no trouble ahead." I said : "If you show it 
to me, I think perhaps that you can make a little 
money after." 

10 

20 

30 

40 
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Q. Was this brought in to you, this letter of 
April 1, Exhibit C-12? A. Yes. 

Q. By Hetrick? A. Yes. 
Q. That was the first written agreement on the 

part of the executor for what he would sell? A. 
Yes. 

Q. I show you Exhibit D-4, bearing the same 
10 date, addressed also to the mayor and signed by 

Gillespie and ask you if you received that at the 
same time you received the other writing from him? 
A. Mayor Hetrick got ahead of me that time--

20 

30 

40 

BY THE COURT : 

Q. The question is: "Did you receive that at the 
same time that you received the other paper? A. 
Yes. 

BYMR. WALL: 

Q. Is this the letter you refer to? A. Yes. 
Q. You wanted something from Gillespie about 

the options? A. I beg your pardon? 
Q. Did you say to Hetrick that you wanted some-

thing from Gillespie to show that everything was 
clear? A. Yes. 

Q. Is this the paper? A. This is the price. 
Q. This one that I handed you la8t, Exhibit D-4? 

A. This is the price, $345,000. 
Q. No. It says here: "Referring to letter of this 

date in which I agree to sell three parcels of land 
described as follows," and describing them, "for 
$345,000, beg to advise you that the $30,000 which 
was paid at various times on account of options for 
this same property to Bradley Land Company, I 
consider as forfeited under the terms of the agree-
ment and will retain the same." A. Yes, sir. 



159·· 

Isaac Marshall. Called by Defendants. · Direct: 

Q. Thereafter the contract was drawn for the 
purchase of the property by the Eastern Parkway-
Bedford A venue Corporation? A. Yes. 

Q. And that was followed by the deed? A. Yes, 
sir. 

Q. When did the question first come up as to 
making some provision of some kind to pay back 
some money that Mayor Hetrick wanted paid back 10 
to certain persons? A. When the Eastern Parkway 
Corporation acquired the property, I turned it 
over-

BY THE COURT: 

Q. When did the question first come up, after 
taking the deed or before taking the , deed to the 
Eastern Parkway-Bedford Avenue Corporation? A. 
After the Eastern Parkway-Bedford Avenue Corpo- 20 
ration purchased the property. 

BYMR. WALL: 

Q. How is it it came up then; when did you first 
hear of it? A. 1Vhen did I hear what? 

BY THE COURT: 

Q. When did you first hear of the return of this 
money to the contributors to the old company? A. 30 
I made up my mind to have Mayor Hetrick, as· an 
officer of Asbury Park, with us; I thought it would 
be better to have Mayor Hetrick interested in the 
company. 

BYMR. WALL: 
Q. You thought it would be a valuable thing to 

the corporation in the sale of this property? A. So 
I told Mayor Hetrick-I said to Mayor Hetrick: _40 
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"Mayor, I would like to have you in this property at 
the price of $7 45,000." He said: "Well, what do 
you want me in for? I have no money." I said: 
"We put in no money over the $745,000. We will 
take what is above the $745,000. We will put shoul-
der to shoulder and work and pay the bank and 
whatever is profit we will divide." 

Mayor Hetrick said: "I told you that I have been 
in a company that has sold stock to nurses and ser-
vants and even sold stock to everybody on the street, 
and I feel morally bound, and if I can only make 
$30,000, I am satisfied to go into the Coast Holding 
Company, provided I don't have to put in any 
money." We talked it over one day and I went 
there myself and Mr. Pettit and we talked the sec-
ond day. He said: "I think it is $36,200." I said: 
"Give me a list. Be sure what it is. I do not want 
to deal with stockholders. I do not want to go on in 
your business. I have no interest in that. I have 
$745,000 in the company, and any money above that, 
the first money about $745,000, after paying ex-
penses, commissions: to brokers, interest, which was 
a very big item, about $70,000, interest and taxes, 
after we pay that, the first money above, we will pay 
you personally, you, $36,200, whatever it is." I 
wanted a list-it shows $36,000-make it sure-I 
did not get that from Hetrick; I got that off the 
bank; I went over to-

Q. (Interrupting) $36,200? A. $36,223, and I 
agreed that after paying the expenses, and I told 
him we will have to have some money to keep on in 
business, otherwise we cannot live, we will have ex-
penses:, entertaining to get people out, and that was 
agreed to. That was right after the Eastern Park-
way-Bedford Avenue Corporation purchased the 
property. A day or two after T went over to my at-
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torneys. and told them the proposition, and they 
said: "As far as the bank is concerned, we do not 
want any obligation or proposition to Mayor Het-
rick; we do not want to be parties to that." 

I convinced Mayor Hetrick to go in, after a 
couple of days, to go into the Coast Holding Com-
pany. I showed him that I had a lot of relatives, 
sisters and brothers and others that I can sell some 10 
property to, and I did sell enough to pay interest 
and taxes, to take care of the interest and taxes, and 
after we got ahead and I seen a little money, I asked 
we should be allowed living expenses, hotel bills, 
paying out, entertaining people; so we had a meet-
ing and we allowed ourselves $10,000, of which we 
drew half; we will have to wait until next year for 
the other half. 

Q. What is your estimate as to just when this 20 
$36,000 will be paid? A. In two years $36,200 has 
got to be paid to Mayor Hetrick and Mayor Hetrick 
has got to pay to the innocent stockholders who put 
up $5 and $10 and $50 and some of them $10,000. 

Q. That is your opinion? A. That is my opinion 
when I asked Mayor Hetrick-

BY THE COURT: 

Q. What is your opinion now? A. It is going to 30 
be paid as soon as we have the money; and it is go-
ing to be paid. 

BYMR. WALL: 

Q. The only way that you stand to make any 
money is through the sale of your equity? A. Yes. 

Q. And that is the only way Mr. Pettit stands to 
make any money? A. The only way. We have 

40 
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worked for two years and a half and we are still 
working. It still needs a million dollars to work it 
out, which we have provided for. 

Q. How much property have you left? A. We 
have a square block. 

Q. You value that at what, roughly speaking? A. 
Well, I don't know. I do not know-

10 Q. What did you get for the other block? A. 
Well, we realized- I do not want to commit myself 
on that. 

Q. It is too delicate a question? A. Too deli-
cate a question. It depends on what you want it 
for. If you want i'.t for one-family houses it is 
worth less. If you want it for ten-story buildings, 
it is worth more. 

Q. Is there any project for any particular use of 
:20 this property? How are you going to use it? A. I 

am going to try to use this property, or try to inter-
est people to build fourteen-story buildings. so I can 
get more money for the land. 

30 

40 

Q. Is there any hotel scheme under considera-
tion? A. Yes; there is a proposition which I am 
trying to put through through the biggest men in 
the country, physicians, to interest them in mineral 
baths, the kind like they have in Germany and vari-
ous places. 

CROSS EXAMINATION BY MR. GILSON: 

Q. As J understand you, you just happened to 
meet Mayor Hetrick on the train this first time you 
talked to him? A. Yes. 

Q. And you told him that you wanted to get that 
property? A. I beg your pardon. I said I am going 
to buy the property. I made that statement. 

Q. How did you know Mayor Hetrick was inter-
ested in that property? A. I knew that the mayor 
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was going around and trying to sell stock and I 
knew that company had bought that property once, 
and I knew it was expired, too. I watch these 
things. 

Q. You knew the option had expired? A. Yes. 
Q. And you knew that that company was out? A. 

Yes. 
Q. Hetrick told you on the train that morning- 10 

A. He did not tell me anything. I did not say that. 
Q. He told you that the option had not lapsed, 

didn't he? A. I do not remember whether he told 
me that or not, but he told me he can buy that prop-
erty for $280,000. 

Q. You knew the old company was out? A. Yes. 
Q. You do not remember whether he told you 

that the old company still had an option or not? A. 
I did not talk any option at the time. Whether he 20 did or not I don't remember. Maybe he did say it. 
If he did, I knew it was expired. 

Q. How did you know? A. Because it was offered 
to me by brokers. I bought property before from 
Gillespie. Everybody had it for sale. 

Q. · How long before you met Mayor Hetrick had 
this particular property been offered to you? A. 
Maybe a month or so. 

Q. As I understand it, you never heard anything 
about this money that Hetrick wanted to return to 30 
the · stockholders of the Bradley Company until 
after the Eastern Parkway-Bedford Avenue Corpo-
ration took title to the property; is that right? A. 
I never heard of that before; no, I never heard it 
until I wanted him to come in, but he wanted to pay 
the stockholders. 

Q. Didn't you tell Mr. Muhleman, in April, which 
was a month before the Eastern Parkway-Bedford 
Avenue Corporation took title to this p:i;operty, that 40 
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you wanted an agreement drawn for that purpose? 
A. It was all at the same time. In April we bought 
the property. We bought that property in April. 

BY THE COURT: 

Q. You got a contract in April? A. Yes ; we drew 
10 it up. 

BY MR. GILSON: 

Q. When you saw Mr. Gillespie and talked to him 
about buying the property, he told you that he did 
not want to sell to anybody unless the original in-
vestors in the Bradley Hotels System were taken 
care of first? A. I never heard such a story as that. 

Q. Did not Mr. Gillespie tell you that? A. He 
20 never told me anything of the kind. 

Q. I understand that you had some trouble to 
persuade or convince Mayor Hetrick to go into the 
Coast Holding Company? A. No trouble. I was 
trying my best to convince him to go into the Coast 
Holding Company. 

Q. Was not that the understanding from the very 
beginning, that he was going in? A. Not from the 
very beginning; no, sir. 

30 Q. Was it not the understanding with Mr. Het-
rick that if you acquired the property, you wanted 
to make some arrangement about taking care of 
these investors? A. No, sir. 

Q. Let me ask you, Mr. Marshall, whether this 
took place, in substance, this conversation that you 
had with Mayor Hetrick on the train, that you 
asked him: "What have you done about the hotel 
lands?" And Mayor Hetrick said: "Well, Marshall, 
I do not think anything; I think we are out of the 

40 picture. We have defaulted on our payments. The 
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last payment was due on November 1st, and we 
have done nothing, and we cannot do anything, as 
I see it. I have tried every place to get money." 
And that then you said: "Well, I might get inter-
ested and some friends of mine." Was that the sub-
stance of the conversation? A. I cannot recall all 
that was said. We talked so much in two hours 
riding. I cannot recall. Maybe it was said, maybe 
it was not. All I was interested in was to get it for 
$280,000. Maybe we talked these things. I cannot 
remember. 

Q. You are not very clear about just what took 
place and what was said with Mayor Hetrick at that 
time, are you? A. I beg your pardon? 

Q. You are not very clear as to what was said and 
what took place during that conversation with May-
or Hetrick, are you? A. All I was interested in was 
really the price, $280,000. All that was said be-
tween us I was not interested in. I was interested 
in the price. 

Q. You said you wanted to make sure there 
would not be any trouble later? A. That was after. 

Q. So that you must have known that there was 
some question about the rights of the original stock-
holders? A. That was later negotiations when May-
or Hetrick told me he can get a better price because 
he has a better chance with Gillespie than any other 
broker or myself, because he might get him to sell 
for that price. 

Q. You felt perfectly free to go ahead, that no-
body else had any interest because the old option 
had expired? A. Absolutely. It was1 too late. I 
am thirty-eight years in business and I never went 
in anything like it. It is the first time in my life. 
When you came to see me in Mr. Muhleman's, you 
wanted-

10 
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Q. When I came to see you? What do you mean 
by that? A. I beg your pardon? 

Q. You just said that I came to see you in Mr. 
Muhleman's? A. When I got there-

Q. Don't you know that I went over there after 
Mr. Muhleman had told me he would let me see the 
books of the Coast Holding Company and that you 

10 gratuitously happened to come in? A. Right. 
Q. I did not go to see you. A. I beg your pardon. 

That is right. 
Q. When you came in I did not see the books, did 

I, after Mr. Muhleman had told me I could? A. Mr. 
Muhleman gave you-

Q. Didn't you hear Mr. Muhleman tell me that I 
could not see the books because the secretary was 
sick and nobody in the office knew where the books 

20 were? A. What time? 

30 

BY THE COURT : 

Q. The time that you were at Mr. Muhleman's of-
fice. A. Will you please repeat the question? 

BY MR. GILSON: 

Q. ( Question repeated) Didn't you hear Mr. 
Muhleman tell me that I could not see the books be-
cause the secretary was sick and nobody else in the 
office knew where the books were? A. I don't re-
member that. 

Mr. Wall: I offer in evidence the contract be-
tween the Eastern Parkway-Bedford Avenue 
Corporation and Gillespie, executor, unless it 
has already been put in-the contract for the 
purchase of the lots. This is a copy. 

Mr. Gilson: I object to the copy. 
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The Court: Objection sustained. 
Mr. Wall: I ask leave to produce the orig-

inal. 
Mr. Gilson: If you will tell me that it is a 

correct copy, I will withdrawn my objection. 
Mr. Wall: I cannot say that. 

DEFENDANTS REST. 

Mr. Lane : I would like to recall Mayor Het-
rick. 

The Court: You may. 

CLARENCE E. F. HETRICK, one of the defendants, 
already sworn as a witness on the part of the de-
fendants, recalled . . 

FURTHER CROSS EXAMINATION BY MR. LANE: 

Q. In the examination before the Receiver do you 
remember being asked these questions and making 
these answers : 

"Question. When did you open negotiations with 
them or introduce them to Mr. Gillespie? Answer. 
Purely an accident. 

"Question. About when? Answer. I happened to 
be going down some time in March or April ,1925, 
somewhere about that time, four or five months 
after this thing. I was out, in my judgment, out of 
the party, I thought we were all out, and what wor-
ried me was how to take care of this situation. I 
could not get my feet on the ground. It meant $30,-
000, and I was worrying about those lots. So just 
by accident I met Mr. Isaac Marshall on a train go-

10 
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ing down to Asbury Park and we fell into a discus-
sion about lands of the Bradley Estate on Deal 
Lake. He said that he was trying to purchase them, 
and then asked the question: 'What have you done 
about the hotel lands?'-referring to these three 
blocks. 'Well,' I said, 'Marshall, I do not think any-
thing; I think we are out of the picture. We have 

10 defaulted on our payments. The last payment was 
due on November the 1st and we have done nothing, 
and we cannot do anything, as I see it. I have tried 
every place to get money.' 'Well,' he said, 'I might 
get interested and some friends of mine.' So I 
talked it over with him and I went to Gillespie with-
in the next day or two, and out of that grew the so-
called purchase or sale." 

Q. Do you remember those questions and an-
20 swers? A. Yes. 

Q. Were they correct? A. I think so. 
Q. Will you please explain, then, how it is you 

testified on cross examination at the last hearing 
that Mr. Marshall did not know that you had de-
faulted upon your contract and that you were care-
ful to see that he did not? 

Mr. Wall: I object. He is asking-
The Court : In view of the fact that in the 

30 testimony read by Mr. Lane just now, the wit-
ness seems to have said to Mr. Marshall or 
made a statement on the subject to Mr. Mar-
shall, at variance with his testimony at the last 
hearing, the question is. a proper one. 

40 

Q. So that there may be no misunderstanding, 
you testified in your cross examination, page 116, as 
follows: 
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"Question. You discussed with Mr. Marshall, 
didn't you, the fact that the Bradley Hotels Sys-
tem had that property under option? Answer. No; 
I was very careful of that. He knew that they had 
it, but he did not know that it had been lapsed, or 
I might have lost Mr. Marshall." 

Further on page 117 : 

"Question. But he did not know that it had 
lapsed? Answer. But he did not know that it had 
lapsed, but I did know that it had lapsed." 

Q. Now, I ask you how you explain that testimony, 
in view of your previous testimony before the Re-
ceiver that you had told Marshall that you had de-
faulted, and that you had tried to do everything and 
could not do anything? A. I can only explain it in 
this way, that there might be some confliction there 
between my testimo ·ny at one time and another. I 
was very greatly exercised particularly about the 
stockholders. That was who I was interested in-
the money that had been put in. I was a great deal 
more interested at that moment in that. Of course, 
that does not possibly appeal to you gentlemen, but 
nevertheless the interest that I had in this whole 
proposition was, first, to build hotels for the benefit 
of Asbury Park; and, second, after that had failed 
after putting in lots of hard work, to take care of 
the men who had put in money for the purpose of 
the enterprise, and that was what was confusing to 
me. That is what my actual interest is today. I 
wanted them to be protected. I was after Marshall 
and Pettit until I got that little agreement and 
when I got it I thought it was a Godsend. I wae 
the only one that was trying to do anything; there 
was no other person interested except myself; I 
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was trying to save these people. That was all I 
was interested in at the time. If I said something 
to Mr. Marshall at that time, I don't know. I have 
given it as near as I can recall it in both instances. 

Q. You paid no attention to the creditors, did 
you? A. I knew of no creditors at that time. 

Q. Didn't you know of the claim of- A. ( Inter-
10 rupting) Not at that time. I did not know. I knew 

we had a temporary agreement with a man by the 
name of Preacher. That was the only possible claim 
I had heard of. I had nothing to do with this claim. 
I was interested in the men to whom I had sold 
stock and to whom I helped to sell stock. 

Q. Didn't you. know, Mayor, that when the claim 
of Mr. Preacher was asserted and suit brought, that 
the matter was handled ,by you through Durand, 

20 Ivens & Carton? A. Not Mr. Preacher. Mr. ·wn-
liam Smith brought a suit against myself and 
against Bradley Hotels System for services, and I 
was excused, or whatever you call it-they discon-
tinued the suit against me and continued it against 
the Bradley Hotels System. 

30 

,o 

Q. You authorized Durand, Ivens & Carton to 
consent to a judgment against the Hotels Company? 
A. I do not know the application of that, but the 
company- . 

Q. (Interrupting) You did authorize Durand, 
Ivens & Carton to consent to a judgment against the 
Hotel Company? A. I was only a person. I had no 
interest representing the Hotel Company. 

Q. The papers were sent to you? A. I could not 
represent the Hotel Company. 

Q. The papers were sent to you, were they not, 
and did you not retain the firm of Durand, Ivens & 
Carton, and did you not retain them as attorneys 
for the defendant, on behalf of the Hotel Company? 



Clarence E. F. Hetrick. Recalled. Oro8s. 

Mr. Wall: Objected to. 
The Court: Objection sustained. 
Mr. Gilson: I would like to recall Judge 

Smith in rebuttal, to identify a copy of a letter 
which he wrote to Mr. Reid. 

Mr. Wall : If that is the only purpose, if Mr. 
Gilson will state what he wishes to prove by it, 
perhaps we can consent to it. 10 

(Paper is produced and handed to Mr. 
Hamill.) 

Mr. Hamill: It is' dated July 12, 1926, and 
refers to a letter from Mr. Reid written Decem-
ber 31, to Judge Smith telling him he would 
like to have a conference regarding this matter. 

The Court: How is it material? 
Mr. Wall: We are satisfied to have it in on 

counsel's statement that it was sent by Judge 20 
Smith. 

Mr. Hamill: I do not think it has any rele-
vancy. 

The Court : It purports to be a copy of a 
letter written by Judge Smith to Reid. Objec-
tion sustained, not on the ground that it is a 
copy, but because I do not think it is material 
or relevant. 

Mr. Gilson: I ask the indulgence of the 
Court to recall Judge Smith. ao 

The Court: I do not think it is material 
what Judge Smith writes to Reid that Hetrick 
said to him and I do not think it is· proper evi-
dence. 

Mr. Gilson : Will counsel admit that if 
Judge Smith were recalled as a witness he 
would testify that Hetrick told him that he 
had said to Reid in the Fall of 1925 that no 
agreement had been signed? 40 
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Mr. Wall: I will. 
Mr. Lane: We may as well deal with both 

of these things at one time. I have a letter 
dated September 19, 1925, from Mayor Hetrick 
to Judge Smith, and at the bottom of that let-
ter is a notation making an appointment: "I 
will be in my office Saturday morning, Septem-
ber 26th. Will be delighted to see you." There 
is on the bottom of that letter in Judge Smith's 
handwriting a memorandum which I assume 
was made at the time and it says: "Saw Het-
rick by appointment. Said agreement for pro-
tection of stockholders drawn but not signed. 
I urged it be signed. He said he would have 
it signed and send me original copy." 

Mr. Wall: Mr. Muhleman testified it was 
not signed. 

Mr. Lane: Now, Judge Smith, if produced, 
would testify that that memorandum was made 
at that . time and refresh his recollection from 
it. 

The Court : Objection sustained. 

CASE CLOSED. 



173 
EfChibit 0-1. 
EfCJvibit 0-2. 

Exhibit C-1. 

Printed subscriptions to stock of 
Bradley Hotels System, Inc. 

Subscriptions for 529 shares of preferred stock 
payable 30% on signing of subscription and 10% 
monthly thereafter. $11,201 in installments hav-
ing been paid on account of subscriptions, and 10 
$25,022 having been paid in full, aggregating 
$36,223 on the subscriptions. 

Exhibit C-2. 
Minutes of Bradley Hotels System, Inc. 

July 27, 1923. Incorporated. Officers: J. Herb-
ert Reid, president; Clarence E. F. Hetrick, vice 
president; William A. Smith, secretary; William 0. 
Krueger, treasurer; William A. Smith, assistant 
treasurer. 

Present at first meeting of board of directors 
were J. Herbert Reid, Clarence E. F. Hetrick, Will-
iam C. Krueger, Paul Heller, Clinton G. Holden, 
Walter V{. Reid, Jr., Morland B. Soria, Charles A. 
Gould, Corbitt ·w. McCarthy and Benjamin A. 
Britwood. 

July 30, 1923. "Whereas Clarence E. F. Hetrick 
has offered to sell to this corporation property con-
sisting of a certain option upon three tracts of land 
located in the city of Asbury Park, New Jersey, 
given by Samuel H. Gillespie, executor and surviv-
ing trustee under the will of James A. Godley, to 
said Clarence E. F. Hetrick, under date of July 27, 
rn23, and duly executed, and has offered to accept 
in full payment therefor the sum of Five thousand 

20 
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dollars ($5,000.00) and One Hundred thousand 
(100,000) shares of the common stock of this cor-
poration without nominal or par value, to be issued 
to him or his nominees, and in full payment on be-
half of the signers of the certificate of incorporation 
for the shares of stock of this corporation sub-
scribed for by them, respectively, as shown by the 
certificate of incorporation; and 

· ·'\Vhereas, in the judgment of this board, said 
property consisting of said option is necessary for 
l,he business of this corporation and is a good and 
sufficient consideration for the shares of stock de-
manded therefor : 

"Now:, therefore, be it resolved that the offer of 
Clarence E. F. Hetrick to sell to the said corpora-
tion the property hereinbefore described be and it 20 is hereby accepted and that the president and secre-
tary of this corporation be and they hereby are au-
thorized and directed to issue and deliver in pay-
ment for said property, in accordance with said 
offer, certificates of full paid capital stock of this 
corporation to the said Clarence E. F. Hetrick or 
his nominees, for an aggregate of Ninety-nine thou-
sand nine -hundred and ninety (99,990 )_ shares and 
to the signers of the certificate of incorporation, or 

30 to their respective assigns, for the Ten ( 10) shares 
subscribed for by them as shown by the certificate 
of incorporation." 

40 

August 24, 1923. "A communication was re-
ceived from Clarence E. F. Hetrick directing the 
manner in which the 100,000 shares of common 
stock to which he is entitled, pursuant to the direc-
tion of the board of directors passed July 31, 1923, 
shall be issued." 
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"August :20, 1923 

Bradley Hotels System, Inc., 
Newark, N. J. 

Gentlemen: 
Please issue the 100,000 shares of the common 

stock which is due to me for the assignment of the 
option to you on the Asbury Park property as fol-
lows: 

Benjamin B. McAlpin 3400 shares 
Charles A. B. Pratt 3400 " 
Austen Colgate 3400 " 
Benjamin A. Britwoods 3400 " 
Paul F. Heller 3400 " 
C. E. F. Hetrick 3400 " 
C. E. F. Hetrick 1700 " 
C. G. Holden 3400 " 
Wm. C. Krueger 1700 " 
J. Herbert Reid 3400 " 
Walter W. Reid, Jr. 3400 " 
Mor land B. Soria 1700 " 
William A. Smith 1700 " 
Harry A. Watson 1700 " 
Charles A. Gould 3400 " 
Corbett McCarthy 3400 " 
C. E. F. Hetrick 1700 " 
C. E. F. Hetrick 3400 " 

51,000. 

The balance of said 100,000 shares I hereby do-
nate to your treasury to be used for such purpose as 
your board of directors shall designate. 

Yours respectfully, 

(Signed) CLARENCE E. F. HETRICK." 

10 
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October 31, 1923. "The president called atten-
tion to the fact that it was necessary to take action 
under the option which the company held from the 
estate of James H. Bradley as $10,000 would be due 
on November 1, 1923 ; he said that there were three 
alternatives- ( 1) To abandon the option; ( 2) To 
make the payment of $10,000 under the option; ( 3) 
to pay $5,000.00 to estate of James A. Bradley and 

10 obtain an extension of the option for three months. 
He advised the board of directors that Mr. Brad-
ley's executor would agree to this extension pro-
vided the extended option would provide that inter-
est would be paid upon all moneys unpaid under 
the option or agreement of sale, said interest run-
ning from July 2, 1923, and that this condition was 
imposed because it was in the original letter which 
the executor gave to Mr. Hetrick but it was not in-

20 eluded in the terms of the option." 
March 24, 1924. "Resolved that the treasurer of 

the company be authorized and directed to pay the 
sum of $10,000. upon the option held by this com-
pany given: to it by Samuel H. Gillespie, executor 
and surviving trustee under the last will and testa-
ment of James A. Bradley and due April 1, 1924." 

"On motion duly made, seconded and carried it 
was resolved that Mayor Hetrick be requested to 

30 cable to Mr. Gillespie and ask for an extension of 
ninety days for the making of future payments un-
der the said option." 

August 28, 1924. "The question of the extension 
of the existing option from the Bradley Estate 
was discussed, and on motion duly made, seconded 
and carried, it ,vas directed that Mr. Hetrick and 
Mr. Smith be appointed a committee to arrange 
for an extension of the option for two months up-

40 on payment of $5,000." 
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Exhibit C-3. 

Tms AGREEMENT, made this first day of Novem-
ber A. D. 1923 between SAMUEL H. GILLESPIE, of 
the Town of Morristown, County of Morris and 
State of New Jersey, as the sole acting Executor 
and surviving trustee under the last Will and Tes-
tament and codicils thereto of JAMES A. BRADLEY, 10 
late of the City of Asbury Park, County of Mon-
mouth and State of New Jersey, deceased, party 
of the first part, AND CLARENCE E. F. HETRICK of 
the City of Asbury Park, County o.f Monmouth and 
State of New Jersey, party of the second part, 
WrTNESSETH, in consideration of the sum of FIVE 
THOUSAND DOLLARS ( $5000.) lawful money of the 
United States of America, the receipt whereof is 
hereby acknowledged, and the covenants herein con- 20 
tained, That, 

1. This agreement is supplemental to and amend-
atory of a certain Agreement made between the 
parties hereto bearing date July 27, 1923, wherein 
the party of the first part granted unto the party 
of the second part, an option for the purchase of 
three tracts of land situate in the City of Asbury 
Park, County of Monmouth and State of New 
Jersey. 30 

2. That the said option granted unto the said 
party of the second part as aforesaid shall be ex-
tended for the term of three months from N ovem-
ber 1, 1923, and that all payments to be made under 
the aforesaid agreement shall become due and pay-
able three months after the days of payment pro-
vided in said agreement, to wit : 

40 
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February 1, 1924 
March 1, 1924 
April 1, 1924 
May 1, 1924 
June 1, 1924 
July 1, 1924 
August 1, 1924 
September 1, 1924 
October 1, 1924 
November 1, 1924 
December 1, 1924 
January 1, 1925 

$10,000.00 
10,000.00 
10,000.00 
10,000.00 
10,000.00 
10,000.00 
20,000.00 
20,000.00 
20,000.00 
50,000.00 
50,000.00 
50,000.00 

$270,000.00 

3. AND it is further agreed in consideration of 
20 this extension that the party of the second part will 

pay unto the party of the first part interest upon 
all unpaid portions of the purchase price in said 
contract agreed to be paid, at the rate of six per 
centum per annum, and to be computed from the 
first day of July A. D. 1923. 

4. IT is further agreed that the FIVE THOUSAND 
DOLLARS ( $5000.) paid as consideration for this ex-
tension shall be deducted from the final payment to 

30 be made under the aforesaid contract if the afore-
said option is exercised, otherwise the said sum of 
FIVE THOUSAND DOLLARS ( $5000.) paid hereunder 
and the sum of FIVE THOUSAND DOLLARS ( $5000.) 
paid as consideration for the original option above 
mentioned shall become the property of the party 
of the first part hereto, free and discharged of all 
claim of the party of the second part. 

40 
5. IT is hereby agreed that the original contract 

of which this is supplement, and an amendment, 



tf9 

E ickibit 0-3_. 

shall in all other respects continue in full force and 
effect, and the same is hereby ratified and con-
firmed. 

In WITNESS WHEREOF' the said party of the first 
·part has hereunto and to one duplicate original 
hereof set his hand and seal the day and year first 
above written. , 1~ 

SAMUEL H. GILLESPIE. ( L. S.) 
CLARENCE E. F. HETRICK. (L. S.) 

SIGNED, SEALED, AND DELIVERED 
IN THE PRESENCE OF 

WM. S. WELLS as to 
SHG-. and C. E. F. H. 

.20 
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Exhibit C-4. 

THIS AGREEMENT, made this First day of May 
A.D. nineteen hundred and twenty-four between 
SAMUEL H. GILLESPIE, of the Town of Morristown, 
County of Morris, and State of New Jersey, as the 
sole acting executor and surviving trustee under 

10 the last will and testament and codicils thereto of 
JAMES A. BRADLEY, late of the City of Asbury Park, 
County of Monmouth and State of New Jersey, de-
ceased, party of the fir.st part, AND CLARENCE E. F. 
HETRICK, of the City of Asbury Park, County of 
Monmouth and State of New Jersey party of the 
second part, WITNESSETH, in consideration of the 
sum of one dollar lawful money of the United States 
of America, the receipt whereof is hereby aclmowl-

20 edged and also in consideration of the covenants 
herein contained, that: 

1. THIS AGREEMENT is SU pplemental to and 
amendatory of a certain agreement made between 
the parties hereto bearing date July 27, 1923 where-
in the party of the fir.st part granted unto the party 
of the second part an option for the purchase of 
three tracts of land situate in the City of Asbury 
Park, County of Monmouth and State of New J er-

30 sey, and is supplemental also to two other supple-
mentary agreements dated November 1, 1923 and 
November 16, 1923, respectively. 

2. 'fhat said option granted unto the said party 
of the second part as aforesaid, and as extended by 
said supplementary agreements is hereby extended 
for the further period of two months, from the 
First day of May A.D. nineteen hundred twenty-
four. 
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3. The balance of the installments of the pur-
chase price of ~rwo Hundred Seventy Thousand Dol-
lars ( $270.000.), ( Ten Thousand Dollars $10,000.00 
of said purchase price due on April 1, 1924 having 
been paid) to he paid under the aforesaid agree-
ment bearing date July 27, 1923 and the agree-
ments supplemental thereto, shall become due and 
payable in the following manner: 10 

July 1, 1924 
August l, 1924 
September 1, 1924 
October 1. 1924 
November 1, 1924 
December 1, 1924 
January 1, 1925 
February l, 1925 
March l, 1925 . 
April 1, 1925 
May 1, 1925 

$10,000.00 
10,000.00 
10,000.00 
10,000.00 
10,000.00 
20,000.00 
20,000.00 
20,000.00 
50,000.00 
50,000.00 
50,000.00 

$260,000.00 

4. 1'he party of the second part will pay the 
party of the first part interest upon each of said 
installments of said purchase price of Two Hun-
dred Seventy Thousand Dollars ($270,000.00) at 
the rate of six per centum per annum to be com-
puted from July 1, 1923 to the date of payment of 
each of said installments. 

5. IT is hereby agreed that the original contract 
of which this is supplemental and an amendment, 
and the aforesaid extension and supplementary con-
tracts shall in all other respects continue in full 
force and effect and the same are hereby ratified 
and confirmed. 

20 

30 

40 
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IN WITNESS WHEREOF, the said parties hereto have 
hereunto set their hands and seals the day and year 
first above written. 

SAMUEL H. GILLESPIE. (L. S.)' 
CLARENCE E. F. HETRICK. (L. s. )' 

'10 Signed, Sealed and 
Delivered in the presence of 

IRENE A. KoPH 
as to Clarence E. F. Hetrick 

May 1st, 1924. 

For and in consideration of one dollar and other 
good and valuable considerations I hereby assign 

20 and transfer the foregoing option to Bradley Hotels 
System, Inc. 

X CLARENCE E. F. HETRICK. (L. S.): 
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Exhibit C-5. 

BRADLEY HOTELS SYSTEM 
Incorporated 

September 3, 1924. 

Hon. C. E. F. Hetrick, 10 
Asbury Park, N. J. 

Dear Sir: 
Inclosed herewith are two checks, both drawn to 

the order of Samuel H. Gillespie, one on the Asbury 
Park Trust Company and the other on The Mer-
chants National Bank of Asbury Park. These checks 
were left at my office for signature and I have 
signed them. 

It is my understanding that for this payment of 20 
$5,000.00 the present option will be extended until 
November 1, 1924. 

I shall be back at my place at Sea Girt ( 220 New 
York Boulevard) on September 11 and shall leave 
early in the morning on September 13; after that I 
shall be in Montclair and you can reach me there 
or through my office at Newark. 

S/F 
Inclosures-2. 

Yours very truly, 30 

WM. A. SMITH. 



10 

20 

30 
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Exhibit C-6. 

THIS AGREEMENT, made this First day of Septem-
ber A. D. 1924, between SAMUEL H. GILLESPIE, of 
the Town of Morristown, County of Morris and 
State of New Jersey, as the sole acting Executor 
and surviving Trustee under the last Will and 
Testament and codicils thereto of James A. Brad-
ley, late of the City of Asbury Park, County of Mon-
mouth and State of New Jersey, deceased, party of 
the first part, AND CLARENCE E. F. HETRICK, of the 
City of Asbury Park, County of Monmouth and 
State of New Jersey, party of the second part, WIT· 
NESSETH, in consideration of the sum of ONE DOL-
LAR, lawful money of the UNITED STATES of America, 
the receipt whereof is hereby acknowledged, and the 
covenants herein contained, That, 

1. THIS agreement is supplemental to and 
amendatory of a certain agreement made between 
the parties hereto bearing date July 27, 1923, where-
in the party of the first part granted unto the party 
of the second part, an option for the purchase of 
three tracts of land situate in the City of Asbury 
Park, County of Monmouth and State of New Jer-
sey, and is supplemental also to four other supple-
mentary agreements, dated November 1, 1923, No-
vember 16, 1923, May 1, 1924 and July 1, 1924 re-
spectively. 

2. THAT said option granted unto the said party 
of the second part aforesaid, and as extended by 
said supplementary agreements, is hereby extended 
for the further period of two months from the first 
day of September, A. D. 1924. 

3. ALL the installments of the purchase price 
40 of two hundred and seventy thousand dollars 
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($270,000.) to be paid under the aforesaid agree-
ment bearing date July 27, 1923 shall become due 
and payable two months after the days of payment 
provided in said supplementary agreements bear-
ing date July 1, 1924 so that the same shall become 
due and payable in the following manner : 

November 1, 1924 
December 1, 1924 
January 1, 1.925 
February 1, 1925 
March 1, 1925 
April 1, 1.925 
May 1, 1925 
June 1, 1925 
July 1, 1925 
August 1, 1925 
September 1, 1925 
October 1, 1925 

$10,000.00 
10,000.00 
10,000.00 
10,000.00 
10,000.00 
10,000.00 
20,000.00 
20,000.00 
20,000.00 
50,000.00 
50,000.00 
50,000.00 

$270,000.00 

CREDIT for payments heretofore made shall be 
given in case of exercise of said option, upon the 
last installment of said purchase price. 

4. THE party of the second part will pay the 
party of the :first part interest upon each of said 
installments of said purchase price of two hundred 
and seventy thousand dollars ($270,000.00) at the 
rate of six per centum per annum, to be computed 
from July 1, 1923 to the date of payment of each 
of said installments. 

5. IT is hereby agreed that the original contract 
of which this is a supplement, and an amendment, 
and the aforesaid Extension and Supplementary 
Contracts shall in all other respects continue in 

10 

20 

30 

40 
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full force and effect, and the same are hereby rati-
fied and confirmed. 

IN WITNESS WHEREOF, the said parties hereto 
have hereunto set their hands and seals the day and 
year first above written. 

SAMUEL H. GILLESPIE (L. S.) 
CLARENCE E. F. HETRICK (L. S.) 

SIGNED, SEALED AND DELIVERED ( 
IN THE PRESENCE OF s 
as to Clarence E. F. Hetrick. 

Exhibit C-7. 

BOARD OF COMMISSIONERS 
. 20 Asbury Park, N. J. 

September 4th, 1924. 

My dear Judge:-
I beg to acknowledge receipt of checks of the 

Bradley Hotels System for five thousand ($5,000.) 
. dollars for two ( 2) months renewal of optional con-
tract for lands in Asbury Park now controlled by 
Samuel H. Gillispie, Executor. 

I have sent the checks to Mr. Gillespie with the 
30 request that he execute a renewal contract. 

40 

Cordially yours, 

0. E. F. HETRICK, Mayor. 

To Hon. William S. Smith, 
c/o Coult & Smith, 
#763 Broad Street, 
Newark, N. J. 

OEFH/K 
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Exhibit C-8. 

September 16, 1925. 
Hon. C. E. F. Hetrick, 
Mayor, Asbury Park, 
Asbury Park, N. J. 

My dear Mayor : 
J. Herbert Reid has sent me correspondence 

which he has h~d with you with reference to Brad-
ley Hotel System, Inc. In his letter to you he prob-
ably puts it a little harsh, but the understanding 
that I had was that the arrangement which you 
were making for the sale of the property which the 
Bradley Hotel System, Inc. had under option was 
going to take care of the creditors and stockholders 
of the Company. Not having heard anything from 
you about this and being importuned by many of 
the interested parties, Mr. Reid and myself both 
thought we should have some definite knowledge as 
to what arrangement you had made as you realize 
the matter was entirely in your hands, as you state 
in your letter. 

You will recall that I have written you about 
this matter and have not heard from you. I think 
probably the best thing for us to do is for you and 
myRelf to have a conference in regard to the mat-
ter when we both will be able to speak our minds. 
I expect to be down at Sea Girt over this week-end 
and next week-end. I hardly think I wilJ get a 
chance this week-end to see you but if you can 
make some definite appointment for a week from 
Saturday, and advise me here, I will be glad to 
keep it. 

I am sitting at Hackensack now and will be there 
for several weeks longer. I can 1be reached here by 
'phone, 4653 Hackensack, or at my house in the 
evening. 

Sincerely yours, 

WM. A. SMITH. 

10 

20 

30 

40 
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Exhibi1i C-9. 

ST. AGNES' HOSPITAL. 
Baltimore, Md. 

Hon. Clarence E. Hetrick, 
Asbury Park, 
New Jersey. 

Dear Mr. Mayor : 

September 29, 1924. 

No doubt you have heard that my brother, Wal-
ter, was operated upon Monday, September 22, at 
St. Agnes Hospital, Baltimore, Maryland. I am 
glad to inform you that he is coming along splen-
didly, but it will be necessary for him to have an-
other operation within a few days, the date for 
which has not been definitely set. I am staying 
with my brother and his wife in Baltimore and for 
this reason neither he nor I will be able to attend 
any of the meetings of the Bradley Hotels Com-
pany. However, this should not in any way inter-
fere with the affairs of the Company. 

My understanding is that the option obtained 
from Mr. Gillespie expires November first. Because 
of this fact I feel it imperative that a meeting of 
the Directors be called at once and if nothing defi-
nite regarding the financing of the hotels has been 
accomplished that the matter of disposing of the 
land be taken up at once and definitely settled at 
the earliest possible moment, whether this might be 
brought about by a committee of the Board of Di-
rectors of the Hotels Company or thru the agency 
of real estate operators along the shore. We all 
understand that this land can be sold at a substan-
tial profit and it would seem that we would all be 
chargeable with neglect by the stockholders if we 
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do not take advantage of this opportunity to pro-
tect their interest and it would seem that the only 
way in which we can protect their interest would 
be thru the disposal of the land. 

We regTet very much our inability to be with you 
but assure you that if there are any legal require-
ments in the way of waivers, proxies, etc., we will 
forward the same to you immediately upon receipt 
of advice from you to this effect. 

As Vice President of the Company you are the 
proper one to call the meeting, for which reason I 
am writing you as outlined above. 

I am also taking the liberty of sending copy of 
this letter to Mr. Morland B. Soria and Hon. 
William A. Smith, whom I know will fully co-oper-
ate with you. 

Very truly yours, 

(Signed) J. HERBERT REID. 

10 

20 

30 

40 
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Exhibit C-10. 

REID'S BUREAU OF INSURANCE} INFORMATION. 

J. Herbert Reid. 

Newark, N. J., Sept. 8, 1925 

Hon. C. E. F. Hetrick, 
Mayor Asbury Park, 

Asbury Park, N. J. 

Dear Mr. Mayor: 
Upon receipt of your communication of August 

25th, enclosing bill of A. G. Rogers for moving and 
storage, I wrote to you, but, :find upon my return to 
the city that through some inadvertence the letter 
was not ref erred to me for signature before I left 
town and subsequently was held up. However, my 
previous letters to you asking for information re-
garding the return to be made to the Bradley Hotels 
System out of the proceeds from the sale of the land 
that was held by our company under option have 
all remained unanswered. 

You must appreciate Mr. Mayor that our friends 
to whom we sold stock in the Bradley Company are 
referring to me for information. I have already in-
formed some of them, as per our understanding 
with you, that by stepping aside the Bradley Com-
pany was permitting the sale of this land at a price 
that would guarantee to us the return of all ex-
penses up to the date of the sale, making possible 
a return to all of our investors dollar for dollar the 
amount of their investment. This was the very defi-
nite understanding had with you in the presence of 
Judge Smith and others, and, I am at a loss to un-
derstand why you are not giving me definite infor-
mation as to when this sale is to be consummated 
so that we can advise our investors when their 



191 

Exhibit 0-10. 
Exhibit 0-11. 

money will be returned to them. I have written to 
you and I understand Judge Smith has written to 
you-we have not even had a reply to our letters. 
I have tried to see you, but, unfortunately could 
not reach you. The situation is becoming extremely 
embarrassing and something must be done at once. 

It should not be necessary for the company to go 
to the expense of filing a petition in Chancery to 
review the facts involved in the sale of this land, 
but, unless we can have this matter straightened 
out by you at an early date it will be necessary for 
the directors of the Bradley Company, in pursuance 
of their trust, to take such 'action as in their judg-
ment might be necessary. . 

If I cannot have a reply from you this week, I 
shall on next Monday seek a conference with Judge 
Smith for advice as to my further procedure. 

Yours very truly, 

(Signed) J. HE'RBE'RT REID. 

Exhibit C-11. 

OE'RTIFICATE OF 
lNC0'RP0'RATION 

Dated, April 8, 1925. 
Ack'd. April 8, 1925. 

10 

20 

OF 
COAST HOLDING O0'RP0· 

RATION, a corporation 
of New Jersey. 

Rec'd in Monmouth County 
Clerk's Office1 April 11, 
1925. . 30 

Filed with Secretary of State 
of New Jersey, April 17, 
1925. 

Signed by Clarence E. F. Hetrick, Francis 0. 
Noble and Albert B. Maginnes. 

Authorized capital stock 1200 shares of common 
stock without nominal or par value. 

Amount of capital stock issued as follows: 
Clarence E. F. Hetrick ............... .40 shares. 
Francis 0. Noble ..................... . 30 shares. 
Albert B. Maginnes .................. 30 shares. 
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Exhibit C-12. 

EST.A.TE OF JAMES A. BRADLEY 
811 Summerfield Ave. 

Asbury Park, N. J. 

April 1, 1925 

Mayor C. E. F. Hetrick, 
Asbury Park, N. J. 

My dear Mayor Hetrick: 
This will confirm the agreement made with you 

today to sell the three parcels of property described 
as follows: 

Block north of the Monterey 
20 Block between 8th Ave. & Deal Lake Drive 

30 

¾ block west of Kingsley Avenue 

for $345,000. plus Ocean Avenue assessment, terms 
of payment to be $25,000. down on the signing of 
the contract and the balance, $320,000., by June 
first, 1925. 

Yours very truly, 

s. H. GILLESPIE, 
Executor. 
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Minutes of Coast Holding Corporation. 

April 21, 1925. First meeting of stockholders. 
Directors elected : Clarence E. F. Hetrick, Francis 
0. Noble, Albert B. Maginnes, each holding 100 
shares of stock. 

The secretary presented a proposal from the 
Eastern Parkway & Bedford A venue Corporation 
offering to sell to this corporation describing the 
three tracts of property in Asbury Park, N. J. (be-
ing the premises in question) for $745,000 to be 
paid for by the execution and delivery of three first 
lien purchase money mortgages, in the following 
respective amounts: Block l, $300,000; Block 2, 
$!1001000; Block 3, $145,000. 

l.\fay 15, 1925, Special meeting of board of direc-
tors. Present : Isaac Marshall, Clarence E. F. 
Hetrick, Henry Pettit and Donald C. Muhleman. 
Mr. Marshall acted as secretary. 

September 2, 1925-. Mr. Muhleman requested Mr. 
Hetrick to leave the room and the board then con-
sidered the compensation to Mr. Hetrick as an offi.• 
cer of the corporation, and upon motion duly made 

10 

20 

and seconded it was unanimously resolved by the 30 
members of the board present that the corporation 
pay out of any moneys in its possession or to come 
into its possession the sum of $101000 on account 
of .services heretofore rendered by Mr. Hetrick and 
disbursements incurred by him. 

:Ur. Marshall was then requested to leave the 
room and the board then considered the compensa-
tion to be paid to him and upon motion duly made 
and seconded it was unanimously resolved by the 40 
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members of the board present that the corporation 
pay out of any money in its possession or to come 
into its possession the sum of $10,000 on account 
of services rendered heretofore by l\fr. Marshall 
and disbursements incurred by him. 

Mr. Muhleman was then requested to leave the 
room and the board then considered the compensa-
tion to be paid to him as counsel, and upon motion 
duly made and seconded it was unanimously re-
solved by the members of the board present that 
the corporation pay out of any moneys in its pos-
session or to come into its possession, the sum of 
$10,000 on account of services heretofore by Mr. 
Muhleman representing Larkin, Rathborne & Perry 
as counsel and disbursements incurred by them. 

The whole board then considered compensation to 
be paid to Mr. Pettit. Upon motion duly made and 
seconded it was unanimously resolved that the cor-
poration pay out of any moneys in its possession 
or to come into its possession the sum of $10,000 on 
account of services rendered by Mr. Pettit and dis-
bursements incurred by him. 

April 20, 1926. There was a discussion in regard 
to salaries for the officers of the corporation and 
it was unanimously resolved that the officers of the 
corporation be paid at the rate of $15,000 for the 
year 1926. There was further discussion in regard 
to additional payments of counsel fees and it was 
unanimously resolved that the corporation pay 
$ on account of their services. 
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Deed Eastern Parkway &c. Corporation 
to Coast Holding Corporation. 

EASTERN PARKWAY & BEDFORD AVE-
NUE CORPORATION, a New York 
corporation, Deed May 12, 

1925. 
Ack. 

TO Cons. 

COAST HOLDING CORPORATION, a 
New Jersey corporation. 

Conveys premises in question. 

Rec. May 20, 
1925. 

Signed: Henry Pettit, president; Donald C. Muhle-
:aian, secretary. 

10 

20 

30 
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Exhibit C-14. 

Deed Samuel ' Gillespie, sole surviving trustee &c. 
to Eastern Parkway & Bedford Ave. Corporation. 

SAMUEL H. GILLESPIE, sole surviv-
ing trustee under last will and 
testament of Bradley, deceased, Deed May 8, 

1925. 

TO 
Ack. May 8, 
1925. · 
Rec. May 9, 

EASTERN PARKWAY & BEDFORD AVE- 1925. 
NUE CORPORATION, a New York Cons. 
corporation. 

20 Conveys premises in question : 

30 

-40 

Signed: 'Samuel H. Gillespie, executor and trustee 
under last will and testament of James A. · Brad-
ley, deceased. 
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Exhibit C-15. 
AGREEMENT made this day of May, one thou-

sand, nine hundred and twenty-five, at New York 
City, by and between C. E. F. Hetrick, residing in 
Asbury Park, New Jersey, first party and Coast 
Holding Corporation, a New Jersey Corporation 
having its principal office at No. 701 Mattison Ave-
nue, Asbury Park, New Jersey, second party; 10 

The second party has purchased from Eastern 
Parkway Bedford A venue Corporation, the Grantee 
from the Estate of ~Tames A. Bradley, the following 
described property situate in Asbury Park, State 
of New Jersey: 

Block 1, bounded by Ocean A venue on the 
east, Kingsley Street on the west, Seventh Ave-
nue on the south and Eighth A venue on the 
north. 20 

Block 2, bounded on the east by Ocean Ave-
nue, on the west by Kingsley Street, on the 
south by Eighth Avenue, on the north by Deal 
Lake Drive. 

Block 3, bounded on the east by Kingsley 
Street, on the west by Webb Street, on the 
.south by Eighth A venue and on the north by 
Deal Lake Drive. 

The first party states that he desires to make pay-
ment of the sum of Thirty-six Thousand, Two Hun-
dred and Twenty-three Dollars ($36,223) which the 
first party desires to receive from the second party 
under the following circumstances : 

NOW, THEREFORE, THIS AGREEMENT WITNESSETH: 

That for valuable consideration, the parties here-
to agree as follows : 

30 

40 



198 

Exhibit 0-15. 
1. The second party agrees to pay to the fir.st 

party an amount which shall not exceed Thirty-six 
Thousand Two Hundred and Twenty-three Dollars 
($36,223) which the first party desires to use for 
the purpose of reimbursing certain persons known 
to him who were associated with him in transac • 
tions concerning the property subsequently acquir-
ed by the second party. This amount will be paid 

10 by the second party to the first party out of any 
proceeds made by the second party after the pay-
ment of Seven Hundred and Forty Five Thousand 
Dollars ($745,000.), the amount of the mortgages 
now liens on the property, has been made, plus in-
terest and all expenses and charges payable by the 
second party. 

f:.'i-pre~& IT IS PlfJWIOUtf'~ UNDERSTOOD AND AGREED that the 
liability of the .second party for the payment of any 

20 money shall not accrue until it has paid the present 
mortgages on the property amounting to Seven 
Hundred and Forty-five Thousand Dollars ( $7 45,-
000.), plus interest and any charges- and expenses 
payable by the second party, and that the amount 
shall in no event exceed the said sum of Thirty Six 
Thousand, Two Hundred and Twenty-three Dollars 
($36,223.) ; and that no interest shall be payable 
or allowed on the said sum. 

30 This agreement shall in no event, enure to the 
benefit of any person or persons other than the first 
party and no other per.son or persons shall at any 
time have any claim or right to the whole or any 
part of the said sum of Thirty-six Thousand. Two 
Hundred and Twenty-three Dollars ($36,223.). 

4:0 

IN WITNESS WHEREOF, the first party has hereunto 
set his hand and seal and the second party has 
hereunto set his hand and seal and the second party 
has caused its corporate seal to be hereunto affixed 
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and these presents to be executed by its duly auth-
orized officer the day and year first above written. 

In Presence of: 
C. E. F. HETRICK (L. S.) 

COAST HOLDING CORPORATION, 10 

Attest: 
ISAAC MARSHALL, 

Asst. Secretary. 

By C. E. F. Hetrick, 
President. 

20 

30 

40 
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Exhibit, C-16. 
"SAYS ALL STOCK HOLDERS WILL BE PAID IN FULL." 

"Hetrick Declares Agreement With Coast Hold-
ing Company, Purchasers of Beach Front Plots, 
Fully Protects Investors Despite Receivership. 

"Every purchaser of stock in the Bradley Hotels 
System, Inc., which on W edne.sday was placed in 

10 the hands of a receiver will be returned the amount 
invested was the promise today of Mayor Clarence 
E. F. Hetrick, vice president of the Hotels ' System. 

"Mayor Hetrick declared that he personally pro· 
tected all stockholders in the company by securing 
an agreement with the Coast Holding Company, 
which later purchased the property, which is bound-
ed by Seventh, Eighth and Ocean Avenues, Kings-
sley and Webb streets and Deal Lake Drive, where-

20 by the purchasers of stock in the Bradley Hotels 
System, Inc., would be returned the money invested 
in the Bradley Hotels System, Inc. by the Coast 
Holding Company. 

"The mayor's statement reads 'I personally pro-
tected all the persons who bought stock or subscrib-
ed to stock in the Bradley Hotels System, Inc., by 
securing an agreement with the Coast Holding Com-
pany which later purchased the property in ques-
tion, wherehy the purchasers of stock in the Brad-

30 ley Hotels System, Inc., would be returned the 
money invested in the Bradley Hotels System, Inc., 
from the profits of the resale of the property. 

40 

"Under the terms of that agreement between the 
Coast Holding Company and myself the Coast 
Holding , Company will pay to those who bought 
stock in the Bradley Hotels System, Inc., the 
amount paid on account of the purchase of stock. 

"'While I was only vice president of the Bradley 
Hotels System, Inc., thru the assistance of Samuel 
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Gillespie, executor of the Bradley estate, I was able 
to secure the agreement, with Coast Holding Com-
pany, which finally bought the property in question. 

"'The three blocks north of the Monterey Hotel 
were purchased by the Coast Holding Company 
from the Bradley estate many months ago after the 
option of the Bradley Hotels System, Inc., expfred.' 

"This statement, Mayor Hetrick declared, was 10 
made in The Pre .ss several months ago when the 
Coast Holding Company purchased the property 
along Deal Lake and, the ocean-front. 

"It is apparent that the Bradley Hotels System, 
Inc., has not been functioning for about a year and 
a half. None of the officers questioned could recall 
the date of the last meeting. 

"The Bradley Hotels System, Inc., had only an 
option for the purchase of the property in question 2o 
and was unable to take title. It was several months 
later when the Coast Holding Company bought the 
property from the Bradley Estate. Mayor Hetrick 
is president of the Coast Holding Company, Isaac 
Marshall, secretary and H. H. Pettit, treasurer. 

"The Bradley Hotels System, Inc., was thrown 
into the receiver's : hands Wednesday when Vice 
Chancelor Berry appointed Peter Bentley, Jersey 
City lawyer, receiver. The application was made by 
Walter T. Smith of Summit, architect who was call- 30 
ed in to pass on the building plans. Smith holds a 
judgment of $5,035.06 and costs against the com-
pany". 

40 
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Exhibit D-1. 

BOARD OF COMMISSIONERS 
Asbury Park, N. J. 

September 9th, 1925. 

10 Dear Sir: 
To put it mildly the tone of your letter of Sep-

tember eighth in reference to the affairs of the 
Bradley Hotels System is more than offensive. 

Of all the officers and directors, including your-
self as president, I was the only one connected with 
the Bradley Hotels System who worked and wor-
ried and endeavored to protect the interests of per-
sons who had invested money in the stock of that 
company. 

20 More than once by my own efforts I protected 
stockholder's interests and arranged for option re-
newals. 

And finally, after the option contract had been 
expired for months, I managed to interest people 
in the purchasing of the land and in the giving of 
an agreement that out of the first profits received 
from the land the cash paid into the treasury of the 
defunct Bradley Hotels System by purchasers of 

30 stock would be returned to such investing stock-
holders. 

It is gratifying to me to learn that after months 
and years you have finally been aroused to a con-
scious sense as to your duty as president and direc -
tor of the Bradley Hotels System, and that you are 
now giving some thought to the protection of the 
innocent stockholders who purchased stock and 
made certain cash payments on account of or in full 
payment for same. 
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It would be entirely proper therefore for you to 
revue the matter in the Court of Chancery as you 
suggest. 

Very truly yours, 

CLARENCE E. F. HETRICK. 10 

To Mr. J. Herbert Reid, 
#14 Park Place, 
Newark, N. ,J. 

CEFH/K 

Exhibit D-2. 

WESTERN UNION TELEGRAM. 

H. L. CLARKE, PRES., 
UTILITIES POWER & LIGHT CO., 

327 SOUTH LA SALLE STREET, 
CHICAGO, ILL. 

20 

10/28/24. 

BRADLEY HOTELS OPTION ON LANDS EXPIRES 
SATURDAY NOVEMBER FIRST. OP;TION REQUIRES 30 
PAYMENT OF TEN THOUSAND ON ABOVE DATE 
AND EXECUTION OF FORMAL CONTRACT. TWENTY 
FIVE THOUSAND HAS ALREADY BEEN PAID AND 
THIS AMOUNT IS APPLICABLE TO TOT AL COST 
OF LAND. APPRAISAL VALUE IS FOUR TIMES COST 
AND IT SEEMS A PITY TO LOSE PROPERTY AS WELL 
AS MONIES ALREADY PAID. CAN YOU SUGGEST 
SOME METHOD OF FINANCING FURTHER 

. PAYMENTS? 

C. E. F. HETRICK 
ASBURY PARK, N. J. ·40 
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Exhibit D-3. 

WESTERN UNION 
TELEGRAM. 

RECEIVED AT 725 MATTISON AVENUE, ASBURY 
PARK, N . .J. 

3 ON C 57 BLUE 

CHICAGO ILL 1007 A OCT 28 1924 

HON. C. E. F. HETRICK 
ASBURY PARK N. J. 

MY ONLY SUGGESTION IS AN EXTENSION OF TIME 
STOP I CANNOT DEVOTE ANY TIME TO 
PROPOSITION NOW AND DO NOT FEEL THAT I 
SHOULD FINANCE ANY FURTHER PAYMENTS 
UNLESS OTHERS ARE WILLING TO COME ACROSS 
STOP LET 

1 
THE COLONEL PUT UP TEN THOUSAND 

20 FOR A CHANGE STOP WILL .SEE YOU WITHIN A 
FEW DAYS REGARDING OTHER MAjTTERS 

30 

H L CLARKE 

1204P 

EX. D-3. 
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ESTATE OF JAMES A. BRADLEY 
Asbury Park, N. J. 

Samuel H. Gillespie 
Executor 

J. Everett Newman 
Estate Agent. 

April 1, 1925 10 
Mayor C. E. F. Hetrick, 

Asbury Park, N. J. 

My dear Mayor: 
Referring to letter of this date in which I agree 

to sell three parcels of land described as follows : 

Block north of the Monterey 
Block between 8th Ave. & Deal Lake Drive 
¾ block west of Kingsley Avenue 20 

for $345,000. beg to advise you that the $30,000. 
which was paid at various times on account of the 
option for this same property to the Bradley Lands 
Corporation I consider as forfeited under the terms 
of the agreement and will retain same. 

Yours very truly, 

s. H~ GILLESPIE, 
Executor. 30 

40 
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Conclusions. 
(Filed July 9, 1927.) 

(NOT To BE PUBLISHED IN ANY REPORT.) 

IN CHANCERY OF NEW JERSEY.. 

Between 
PETER BENTLEY, Receiver of Brad-

ley Hotels System, Inc., 

July 6, 1928. 
63-387. 

Complainant, On Bill &c. 

and Conclusions . 

CLARENCE E. F. HETRICK, et al., 
Defendants. 

Mr. HERBERT CLARK GILSON and Mr. MERRITT 
LANE for Complainant. 

Mr. JAMES A. HAMILL for defendant Hetrick. 

Mr. ALBERT C. WALL for defendant Coast Hold-
ing Company. 

FIELDER, V. C. : 
At a meeting between Walter Reid, J. Herbert 

Reid and Clarence E. F. Hetrick, a project was dis-
cussed for the erection of several hotels at Asbury 
Park. Hetrick had a verbal option for the pur-
chase, from the estate of James A. Bradley, of three 
city blocks of land on which it was proposed to 
erect the hotels and the project contemplated the 
investment of upward of nine million dollars. As a 
result of the meeting, the Bradley Hotels System, 
Inc. (hereinafter called Bradley Company), was in-
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corporated July 27, 1923. Hetrick obtained a writ-
ten option, dated July 27, 1923, for the purchase 
cf said three city blocks from the executor of the 
Bradley Estate for $270,000 and at a meeting of 
stockholders of the company held July 31, l 923, a 
resolution was adopted to take said option over, 
paying Hetrick therefor $5000 which he had paid 
the Bradley Estate and 100,000 shares of the com- 10 
mon stock of the company, without par value. 
Thereupon Hetrick directed that 51,000 of sai fl 
shares be issued to him, to the two Reids and to 
various other persons who had been induced to join 
the enterprise and that 49,000 shares be donated to 
the company's treasury. A board of :fifteen direc-
tors was elected, including the two Reids and Het-
rick. J. Herbert Reid was elected president, 
Hetrick vice-president and "\Villiam A. Smith secre- :!O 
fary and assjstant treasurer, all of whom continued 
to hold their respective offices to May 111 1926, 
"Then complainant was appointed receiver of the 
company by this court. The original option seems 
to have been lost or mislaid but it either was to ex-
pire November 1, 1923, or a payment thereon was 
due on that day because the minutes of a directors' 
meet ing held October 31, 1923, show that the pres-
ident called attention that an extension of the op-
tion for three monthi-; could he obtained upon pay- ~10 
ment of $5,000 and a resolution was adopted au-
thorizing such payment and a written extension to 
February 1, 1924, was granted. When that exten-
sion expired nothing- seems to have been done until, 
at a directors' meeting held March 24, 1924, a re~;o-
]ution "''Tas adopted requesting Hetrick to cable the 
executor of the Bradley Estate for a ninety day ex-
tension, but no written extension was given until 
May 1, 1924, when the option was extended to July 40 
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1, 1924. No written extension from July 1, 1924 
was offered in evidence, and the minutes mention 
no such extension, but the minutes of a directors' 
meeting held August 28, 1924, contain the follow-
ing: "The question of the extension of the existing 
option from the Bradley Estate was discussed and 
on motion duly made, seconded and carried it was 
directed that Mr. Hetrick and Mr. Smith be ap-
pointed a committee to arrange for an extension of 
the option for two months on payment of $5,000" 
and a written extension for two months from Sep-
tember 1, 1924, was obtained by Hetrick. No fur-
ther action with respect to the option was taken by 
the directors after August 28, 1924 ; in fact, no 
meeting of the board was held for any purpose after 
that date and the option lapsed November 1, 1924. 
Followjng negotiations started in March, 1925, the 
Bradley Estate conveyed the three blocks of land 
to Eastern Parkway Bedford Avenue Company 
(hereinafter called Eastern Company) by deed 
dated May 8, 1925, recorded May 9, 1925 and said 
grantee by deed dated May 12, 1925, recorded May 
20, 1925 conveyed the same property to Cbast Ho1d-
ing Company. 

The bill of complaint alleges that Hetrick repre-
sented to the officers and directors of Bradley Com-
pany that it was impracticable for that corporation 
to proceed with the development of the land covered 
by the option and promised, if they would allow 
him and a corporation to be organized by him to 
take over the property covered by the option, he 
and the said corporation would pay the creditors. 
and stockholders of Bradley Company the full 
amount of their claims; that relying upon his prom-
ise said officers and directors allowed the option 
to expire and Hetrick organized Coast Holding 
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Company and took title to the lands in the name of 
that corporation, with its knowledge of his repre-
sentations and promises and the complainant sues 
to recover from Hetrick and Coast Holding Com-
pany the total amount paid by the stockholders for 
their stock in Bradley Company, the amount of 
creditors' claims filed with the receiver and $30,000 
paid by Bradley Company for the option and the re-
ne"'\vals thereof, the whole being a total of 
$95,756.67. 

'tihere is no proof that Hetrick requested his 
fellmv officers and directors to permit him or a cor-
poration to take over the option or the property, or 
that, in such event, he or it would pay the credi-
tors and stockholders of Bradley Company; or that 
he allowed, or induced his fellow directors to per'-
mit, the option to lapse so that he or a corporation 
might purcl1ase the property. The case which the 
complainant endeavored to make out is that before, 
at and after the directors' meeting of August 28, 
1924, all officers and directors of Bradley Company, 
except Hetrick, wished to dispose of the option or 
the property covered thereby and that Hetrick 
urged that the original project namely the raising 
of money to buy the land and to build hotels, be car-
ried out; that at the meeting of A'.ugust 28, 1924, 
all directors, save Hetrick, favored a sale of the 
land and upon Hetrick's request that further time 
be given him to interest capital and upon his prom-
ise that if he was unsuccessful, he would dispose of 
the option, or the land, for a sum sufficient to pay 
all claims, the directors passed the motion to pay 
$5,000 for an extension of the option and relied 
on Hetrick, without further action on their part, 
to dispose of it, in case he was unable to raise cap-
ital to buy the land and build hotels; that he failed 
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to raise the money or to sell the option and subse-
quently became a stockholder and officer of Coast 
Holding Company, which thereafter purchased the 
property with knowledge of Hetrick's promise. 

First, as to the case against Coast Holding Com-
pany, in March, 1925, Isaac Marshall, a resident of 
Asbury Park, became interested in acquiring the 

10 property in question, and at a chance meeting with 
Hetrick, told the latter of his interest and men-
tioned the price at which he thought it could be 
purchased. Hetrick stated that he thought he could 
get it for Marshall for a lower figure and en-
deavored to do so but failed. Thereafter Marshall, 
dealing directly with the executor of the Bradley 
Estate and acting for himself and one Pettit, ob-
tained a contract of sale at $345,000 plus about $20,-

20 000 for unpaid taxes and assessments and some in-
terest charges. JM~arshall had heard of the option 
which Hetrick had held for the Bradley Company 
and before he entered into a contract with the Brad-
ley Estate, he procured a letter from the executor 
to the effect that Hetrick's option had lapsed. 
Marshall requested Hetrick to join him in the new 
enterprise, to which Hetrick assented, provided 
Marshall would give him an agreement whereby the 
stockholders of Bradley Company would be repaid 

30 their stock subscriptions. Marshall then went to 
the Central Trust C'Ompany of New York to bor-
row money ·with which to finance his purchase. He 
and Pettit were in control of Eastern Company, a 
corporation of the Rtate of New York, organized in 
1921 or 1922, which corporation was then indebted 
to said Trust Company for $375,000 upon which in-
debtedness it was "slow" jn making payments. The 
rrrust Company agreed to loan Marshall and Pet-

-40 tit the further sum of $370,000 which was the total 
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sum required to be paid by Marshall under his con-
tract with the Bradley Estate and an attorney for 
the Trust Company took charge of the proceedings. 
Under his instructions, the Eastern Company took 
title to the property May 8, 1925 and gave its note 
for $745,000 to the Trust Company, endorsed by 
its stockholders and secured by all of its corporate 
stock as collateral, which note represented its total 
indebtedness to the Trust Company. Before the 
Eastern Company took title, Marshall informed the 
Trust Company's attorney of his desire to have 
Hetrick associated with Pettit and him in the pur-
chase of the property and of Hetrick's desire for an 
agreement to secure repayment to the Bradley Com-
pany stockholders and the attorney refused to com-
mit the Eastern Company or the Trust Company to 
such an agreement, but upon Marshall's insisting he 
advised the formation of the Coast Holding Com-
pany to take title from the Eastern Company and 
thereupon Marshall and Pettit caused that cor-
poration to be incorporated April 17, 1925, and they 
gave Hetrick a stock intereRt therein and made him 
its president. The EaRtern Company, by deed dated 
l\Iay 12, 1925, conveyed the lands in question to 
Coast Holding Company for the consideration of 
$745,000, taking mortgages for the whole purchase 
price and thereafter the Coast Holding Company 
delivered an agreement to Hetrick whereby out of 
the first profits realized by Coast Holding Company 
from the sa]e of its property, after paying the mort-
gages) interest and all expenses, Coast Holding 
Company agreed to pay Hetrick $36,223 to reim-
burRe Rtorkholilers of Bradley Company for their 
Rnhscriptions, it heing expressly provided that the 
agreement s::honld not ennre to the benefit of any-
one other than Hetrick. 
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Hetrick denies that he ever promised the direc-
tors of Bradley Company to dispose of that com-
pany's option in the event that he was unable to 
raise sufficient money to finance the company's ho-
tel projects, but if he had made such promise, the 
evidence fails to show that the promise was known 
to the Eastern Company, or to Coast Holding Com-

10 pany or to anyone connected with those corpora-
tions. So far as Marshall or Pettit knew, the Brad-
ley Company's option had expired and its stock-
holders and creditors had no further rights in the 
land. Hetrick was Mayor of Asbury Park and 
president of the Chamber of Commerce of that city. 
In the eyes of Marshall and Pettit he was a man of 
prominence and influence in his community and 
they considered it good business to have him asso-

20 ciated with them in the property they agreed to 
purchase and through him obtain the good will of 
the citizens of Asbury Parlr. They knew that Brad-
ley Company had failed and that its stockholders 
stood to lose their investment therein and they 
hoped) by meeting Hetrick's desire to repay them, 
to avoid possible antagonism and opposition from 
that source. Hetrick's Role interest in agreeing to 
become associated with Coast Holding Company 
appears to have been to eventuaHy discharge a 

30 moral obligation which he felt he owed the stock-
holders of Bradley Company who had subscribed 
for their stock on the faith of his connection with 
that company. He had no connection whatever 
with Eastern Company and although, as director of 
Coast Holding Company he voted for the purchase 
by that company from Eastern Company, he had 
no part in fixing the terms of the purchase. The 
agreement by Coast Holding Company to pay 

40 Hetrick $36,223 at a future time, was wholly vol-
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untary on the company's part and was without con-
sideration moving to it other than Hetrick's con-
sent to become associated with the corporation, and 
since the agreement .specifically provides that it 
shall not enure to the benefit of anyone other than 
Hetrick, it cannot be enforced by Bradley Com-
pany stockholders even when the time arrives when, 
according to its terms, the money is payable. I 10 
shall dismiss the bill of complaint as to the de-
fendant Coast Holding Company. 

As to the case against Hetrick. He denies, as 
heretofore stated, promising the directors of Brad-
ley Company to dispose of that company's option. 
The proof in support of such promise must be found 
in the testimony of directors J. Herbert Reid and 
Smith. Reid's testimony is that the promise was 
made to Smith and him at a conference with 
Hetrick in ·October, 1924, and Smith testified that 
the promise was not only made at such conference, 
but also at the meeting of directors of Bradley Com-
pany, held August 28, 1924 and both Reid and 
Smith testify that Hetrick promised to sell the 
land. It is obvious that neither Hetrick nor Brad-
ley Company could dispose of the land because title 
was in the Bradley estate and Bradley Company 
was without funds to take it over under the option. 
The minutes of a stockholders' meeting held April 
5, 1924, show that the company then had a deficit of 
$8,690.18 and the minutes of the directors' meet-
ing of August 28, 1924, show that the company 
then had but $5,814.41 in bank, of which $5,000 
was voted to pay for an extension of the option. To 
realize on the option (if it was assignable) the 
amount claimed from Hetrick in this suit, the com-
pany would have had to find a purchaser willing to 
pay $95,756.67 for it and the purchaser would have 
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had to pay the Bradley estate the balance due on 
the option. 

It appears that there was doubt in the directors' 
minds prior to the meeting of August 28, 1924, as 
to whether the money to finance the purchase of the 
land and the erection of hotels would be forthcom-
ing. There had been some general discussion as to 
the advisability of disposing of the option, but as 
to that subject the minutes are silent and at no di-
rectors' meeting had a motion or resolution been 
proposed to dispose of it. At the meeting of August 
28, 1924, according to Smith, the first .serious dis-
cussion of the sale of the property was had. The 
board then consisted of thirteen directors, of whom 
seven were present, including Reid, Smith and Het-
rick. A:11 directors present at this meeting, ex-
cept Hetrick, at first opposed an extension of the 
option and favored a sale. The option would then 
have expired in three days and undoubtedly the 
time was too short to arrange for its sale; it had to 
be extended or it would lapse. The directors knew 
that Hetrick had been endeavoring, without suc-
cess, to raise money but they granted his plea for 
further time and a motion was passed to pay $5000 
for an extension of the option to November 1, 1924 
and nothing was said in the motion about affecting 
a sale of the option before the time for its expira-
tion arrived. Smith says that the meeting ad-
journed with the understanding that if Hetrick 
could not raise the money, he would arrange to dis-
pose of the property, but the directors must have 
known that Hetrick could not dispose of the option 
or the property without formal action by the direc-
tors or stockholders. Smith's testimony is that 
after this meeting he was too busy to give the mat-
ter further attention and he did nothing. Reid's 
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testimony is that after that date he was at Balti-
more at the bedside of a sick brother and could give 
no attention to the company's affairs. 

I gather from the testimony that Hetrick was the 
most enthusiastic and active member of the board 
and that his fellow directors were willing to per-
mit him to do all the work, but he had no more 
power or authority and owed no greater duty to the 
stockholders than the other twelve directors of the 
company. He was desirous that the purpose for 
which the company was organized should be car-
ried out and he probably voiced his opinion to his 
fellow directors at informal and formal meetings. 
They had the right to agree or differ with him am't 
he had but one vote to cast at board meetings. At 
the meeting of Augm;t 28, 1924, the directors who 
favored a sale of the property could have adopted a 
resolution, over hjs opposition, to sell the prop-
erty, but they did not. At that meeting, he may 
have expressed the belief that the option or the land 
could be sold for a sum above the option price but, 
becau~e he had always opposed such sale, he had 
never attempted to ascertain whether or not. his 
belief ··was on a firm foundation and he was express -
ing no more than his opinion. It meant no per-
sonal profit to him to make a definite promise to 
sell the option and no director present ( except 
Rmitl1) i-mys that such promise was made at the 
meeting of August 28, 1924. Had Reid understood 
that Hetrick had made such a promise, in his let-
ter of S(:)-ptember 29, 1924, to Hetrick, Reid would 
have called on Hetrick to perform it, but in that let-
ter Reid said that if nothing definite regarding the 
fin~ncing of the hotels had been accomplished, the 
dispmml of the land should be taken up (not by 
Hetrick) by the directors of the Bradley Company 
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or by some real estate operator. It must also be 
noted that although all directors present at the 
meeting of August 28, 1924, had actual notice and 
the other directors must be presumed to have had 
notice that the option expired November 1, 1924, 
no director called on Hetrick to make good on his 
alleged promise until September 8, 1925, nearly a 
year later, when Reid wrote Hetrick, although the 
sale of the property by the Bradley estate to Mar-
shall in April, 1925, was given much publicity in the 
local press. I think Smith's recollection of what 
was said by Hetrick at the meeting of August 28, 
1924, is at fault. His testimony was given nearly 
three and a half years after that meeting and he 
says that his recollection of what occurred at that 
meeting is "rather dim". 

The promise is also said to have been made by 
Hetrick at an informal conference with Reid and 
Smith in October, 1924, Reid wrote Hetrick from 
Baltimore September 29, 1924, that the option 
would expire November 1 and that all directors 
would be chargeable with negligence if they failed 
to take steps to sell the lands and telling Hetrick 
to call a directors' meeting at once. At the same 
time he sent directors Smith and Soria a copy of 
this letter. Early in October, 19~4, Reid and Smith 
had a conference with Hetrick at the latter'8 office 
in Asbury Park, at which Hetrick informed them 
that he had been unable to raise money for the com-
pany and it is at this conference Reid and Smith 
say Hetrick promised to dispose of the land. At 
a directors' meeting held October 31, 1923, a reso-
lution was adopted that the directors should meet 
weekly, but they never did so and all subsequent 
meetings seem to have been held on call by the pres-
ident. At the conference in October, 1924, none of 
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the conferees suggested that a directors' meeting 
be called to act on the situation. Reid and Smith 
knew that .such a meeting was necessary,-Reid 
had said so in his letter of September 29, 1924, a 
copy of which Smith had received-and none of 
the ten other directors did anything about a meet-
ing. Hetrick was under no duty to call a meeting. 
As a director he had no such authority and as a 
vice president he could act only in the absence or 
disability of the president. Reid was president 
and under the by laws had authority on his own 
motion and at any time, to call a special meeting 
of the board. Instead of writing Hetrick, Septem-
ber 29, 1924 to call such meeting and sending a copy 
of his letter to Smith, the .secretary, he should haYe 
written Smith direct to call a meeting, or at the 
conference in October, 1924, Reid should have di-
rected Smith to call the meeting forthwith. Het-
rick denies that at this conference he promised to 
dispose of the property, but if he did, it was no 
promise to the corporation and Reid and Smith 
knew that it was a promise impossible of perform-
ance, first, because the company did not own the 
land and was without funds to take title to it and 
second because corporate action, through a meet-
ing of the board, was necessary to authorize a sale 
of the option. I cannot find that anything occurred 
at this conference which bound Hetrick to any duty 
to the corporation, nor can I find on any evidence 
in the case, that he owned any greater obligation 
to the corporation than did his fell ow directors. 
I shall also dismiss the bill of complaint as to the 
defendant Hetrick. 
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Final Decree. 
(Filed July 16, 1928.) 

IN CHANCERY OF NEW JERSEY. 

Between 
PETER BENTLEY, Receiver of Brad-

ley Hotels System, Inc., 
Complainant, 

and 

CLARENCE E. HETRICK and Co.A.ST 
HOLDING CORPORATION, 

Defendants. 

On Bill &c. 
Final 
Decree. 

This cause coming on to be heard in the presence 
of Herbert Clark Gilson, solicitor for complainant, 
and Merritt Lane, of counsel with complainant; 
James E. Ha1nill, solicitor for and of counsel with 
defendant Hetrick ; Wall, Haight, Carey & Hart-
pence, solicitors for defendant, Coast Holding Cor-
poration, and Albert . C. Wall, of counsel with said 
defendant; and the bHI, answer, replication, briefs 
and exhibits having been read and considered and 
the arguments of the respective counsel having been 
heard; and the court having considered the same; 
and it appearing to the satisfaction of the court . 
that the complainant, Peter Bentley, Receiver of 
Bradley Hotels System, Inc., is not entitled to the 
relief sought and prayed for by him in his bill of 
complaint; 

It is, on this 16th day of July, 1928, by Edwin 
Robert Walker, Chancellor of the State of New 
Jersey, 
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ORDERED, ADJUDGED AND DECREED that the com-
plainant's bill be and the same is hereby dismissed. 

tespectfully advised: 

J .AMES F. FIELDER 
V. C. 

(a8088) 

E. R. WALKER, 
C. 
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Ntm lJtrsty <nnurt nf 1Errnrs anb Apptals 

Between 
PETER BENTLEY) Receiver of Brad-

ley Hotels System, a corporation, 
Appellant, 

and 

CLARENCE E. F. HETRICK and COAST 
HOLDING CORPORATION) 

Respondents. 

On Bill, &c. 

BRIEF OF APPELLANT. 

The appellant is receiver of the Bradley Hotels 
System, Inc. He filed his bill praying that the de-
fendants pay to him the value of an option held by 
the corporation to purchase certain lands in Asbury 
Park, N. J., and that an equitable lien be impressed 
on the lands, and that the lands be sold to pay the 
amount found to be due to complainant, or that the 
defendant, Hetrick, who was vice-president, director 
and member of the executive committee of Bradley 
Hotels System, be decreed to pay an amount suffi-
cient to pay the creditors of the corporation and 
the stockholders the amounts pa.id in on their stock; 
the liability of Hetrick being based on his conduct 
as an officer and director of the corporation as 
charged in paragraphs 5 to 8 of the bill of com-
plaint. Upon this latter branch of the case it is 
only necessary to read the cross examination of Het-
rick (pp. 104-132; 167-170), to indicate a liability. 
The decree dismissing the bill was advised by Vice 
Chancellor Fielder ( Conclusions, p. 206; decree, p. 
218). 
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Facts. 

In July, 1923, the respondent, Clarence E. F. 
Hetrick, arranged for an option to purchase three 
tracts or blocks of land in Asbury Park, N. J. from 
Samuel H. Gillespie, sole acting executor and sur-
viving trustee of the estate of James A. Bradley, 
deceased. The consideration of the option was to 
be $5000 and the purchase price of the lands was 
$270,000 to be paid in installments covering one and 
one-half years (Test., p. 31; Ex. C-3). The Bradley 
Hotels System was incorporated by Hetrick, Judge 
William A. Smith, J. Herbert Reid and others (p. 
30) . Hetrick agreed to sell and assign the option to 
the corporation for $5000 in cash and 100,000 shares 
of stock witho11t par value. The $5000 was used to 
obtain the option (pp. 57 and 87), and 51,000 shares 
of stock were issued to Hetrick and his nominees ; 
the balance of 49,000 shares were "donated" by Het-
rick to the treasury of the corporation (Test., p. 
34; and Minutes of corporation, Ex. C-2). 

The plan of the corporation was to build a hotel 
on the lands (pp. 69, 87). Preferred stock was sold 
to :finance the construction of the hotel, and sub-
scriptions for 529 shares of the preferred. stock were 
obtained, payable 30% on the signing of the sub-
scription and 10% monthly thereafter. The sub-
scribers paid $11,201 in installment~ and others 
paid in full amounting to $25,022, aggregating 
$36,223 in cash paid by subscribers ( Test., p. 28; 
and Exs. C-1, C-15). 

Although the scheme was Hetrick's and he re-
ceived the stock of the Bradley Hotels System for 
his option, and the stockholders unquestionably 
came in because of his connection with the propo-
sition, he being the Mayor of Asbury Park ( p. 85), 
and the president of the Board of Trade (p.9'6) he, 
like so many promoters, did not put any money in 



the proposition himself ( p. 104), and he comes out 
of the transaction as a result of his handling of 
the option, as president of the Coast Holding Cor-
poration which acquired the property and having 
already received moneys: from that corporation ( p. 
133) ; and the stockholders of Bradley Hotels Sys-
tem are left until an agreement to protect them 
which Vice Chancellor says cannot be enforced ( p. 
213), and the creditors of Bradley Hotels System, 
whom it was the first duty of Hetrick to protect, 
are left with nothing. 

The option was renewed five times _ upon payment 
of $5000 by the corporation for each renewal, until 
November 1st, 1924 (Exs. C-3, C-4, C-6) and (Test., 
pp. 67, 90). Sometimes the renewals were taken in 
the name of Hetrick and assigned to the corpora-
tion ( pp. 36, 67) . 

About the time of the last renewal ( September 
1st, 1924) , the officers of the Bradley Hotels Sys-
tem, realizing they could not obtain the money to 
carry through the plan of building the hotel, con-
cluded to sell the option at a price which would per-
mit them to pay the debts and to return to the sub-
scribers to stock the cash they had paid (pp. 41, 
70). Hetrick protested against the sale of the 
option and stated that he was interested in building 
a hotel and not in a land speculation and that, if 
given an opportunity, he could obtain other capital 
to build the hotel, and in case he failed, he would 
arrange for a disposition of the option or the prop-
erty so that the stockholders of the Bradley Hotels . 
System would be reimbursed and all debts paid. 
Hetrick said, and now says, that the property was 
worth four times the option price, for use other 
than Hetrick desired it to be used ( pp. 105, 107). 
Judge Smith, one of the directors, urged the board 
to give Hetrick the opportunity he requested, and 
the board thereupon authorized the renewal of the 
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option upon the promise of Hetrick that if he failed 
to interest other capital, he would arrange for a 
disposition of the option or the property so that the 
stockholders would be reimbursed and the expendi-
tures of the corporation would be paid "dollar for 
dollar" (Test., pp. 41, 70, 72; Ex. C-10). 

The option was then renewed on September 1st, 
1924 for two months ( C-6), and the disposition o.f 
the option was in trusted to Hetrick ( p. 42). Noth-
ing was heard from Hetrick during the next few 
weeks, and on September 29, 1924, J. Herbert Reid, 
one of the directors, wrote to Hetrick and called his 
attention to the fact that the directors would be 
chargeable with neglect by the stockholders if ad-
vantage were not taken of selling the option at a 
substantial profit ( Ex. C-9). 

Hetrick entered into negotiations with one, Isaac 
Marshall, for the sale of the property. He informed 
Marshall that the option held by the Bradley Hotels 
System had not empired) and that it would be neces-
sary to make some arrangement to return the money 
invested by the stockholders amounting to $36,223 
( p. 118 ; Ex. ·C-15) . From the very beginning of 
the negotiations with Marshall that was insisted 
upon by Hetrick (p. 119). Mr. Gillespie, executor 
of the Bradley Estate, had also told Hetrick that he 
would not enter into another contract to sell the 
property unless the investors in the Bradley Hotels 
System were reimbursed (p. 129). Marshall's New 
York attorney then prepared an agreement in April, 
1925, ( about the time Marshall entered into the con-
tract for the purcliase) , whereby it was agreed to 
turn over to Hetrick $36,223 to be used to reim-
burse the persons who had paid cash on their sub-
scriptions , to stock of the Bradley Hotels System 
(pp. 138, 144). While apparently attempting to 
protect stockholders Hetrick did nothin,q to protect 
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creditors, the protection of whom was his fvrst duty 
(p. 107). 

The sale was consummated at $370,000 (p. 148), 
and title was first taken in the name of Marshall's 
corporation ( Eastern Parkway and Bedford Ave-
nue Corporation) , on May 8th, 1925. Four days 
later ( May 12, 1925) the property was conveyed by 
that corporation to the respondent, Coast Holding 
Corporation, another corporation of Marshall's 
which had been organized on April 8, 1925, for the 
purpose of taking over the property in question 
(Test., pp. 101,150; Exs. 0-13, 0-14). Hetrick was 
president, and Marshall was treasurer of the Coast 
Holding Corporation ( pp. 101, 82) . The considera-
tion for the latter conveyance was a purchase price 
mortgage of $745,000 to cover the $370,000 bo_r-
rowed by Marshall from the Central Union Trust 
Co. for the Eastern Parkway and Bedford Avenue 
Corporation to pay to the Bradley Estate for the 
property, and for additional collateral security for 
a previous loan to Marshall for the Eastern Park-
way and Bedford Avenue Corporation of $375,000 
(Test., pp. 14j, 148, 149). 

A resolution was 1 then pas~ed by the directors of 
the Coast Holding Corporation on May 15~ 1925, 
ratifying the agreement to turn over the $36,223 to 
Hetrick to reimburse the stockholders of the Brad-
ley Hotels System (Test., p. 80; Ex. 0-15). 

The Coast Holding Corporation has sold two of 
the three tracts. It has received $500,000 in pur-
chase price mortgages, and also $100,000 in cash 
from the sales ( p. 152) . Marshall and Hetrick 
voted themselves $10,000 each for services and they 
have received at least 80% thereof ( Test., pp. 80, 
81, 146). They also voted themselves 1 salaries of 
$15,000 yearly as officers of the Coast Holding Cor-
poration ( p. 82) . 



The evidence shows that in addition to the $11,201 
paid by subscribers to its stock on installment the 
sum of $25,022 was paid in full by subscribers; and 
claims of creditors have been filed with Receiver 
amounting to $29,538.67. The assets collected by 
the receiver amount to $171.37 (p. 28). 

ARGUMENT. 

The Bradley Hotels Systein was in-
duced to allow the option to lapse by the 
respondent, Hetrick. 

Hetrick became a trustee of the option for the 
benefit of the creditors and stockholders of the 
Bradley Hotels System, and the manner in which 
he performed his trust, he being an officer and di-
rector at the time, makes him liable for all debts 
of the corporation. 

The learned Vice Chancellor held that "There is 
no proof that Hetrick requested his fellow officerR 
and directors to permit him or a corporation to take 
over the option, or that, in such event, he would 
pay the creditors and stockholders of the Bradley 
Company; or that he allowed or induced his fello v; 
directors to permit the option to lapse so that he 
or a corporation might purchase the property" ( p. 
209, 1. 13). 

The proof of those facts is not only the testimony 
of Judge Smith and J. Herbert Reid, but afao in 
that of Hetrick himself, and the correspondence an d 
the circumstances surrounding the disposal of the 
property, and the fact that the corporation which 
acquired the property agreed to reimburse the stock-
holders of the Bradley Hotels System. 

All of the witnesses agree that when the last op-
tion was obtained the lands were worth consider-
ably more than the amount of the option, $270J000. 



7 

Judge Smith said that Hetrick stated at the meet-
ing that "he had people who would take the prop-
erty at an advance sufficient to make us whole" 
(Test., p. 42, 1. 4). J. Herbert Reid said the land 
could be sold at a substantial profit ( Test., p. 188, 
1. 39). Hetrick swore that it was worth f ou;r times 
as much as the option ( Test., p. 106). And the 
property was finally sold to Marshall's corporation 
for $370,000. 

Hetrick and Judge Smith had been appointed a 
committee to arrange for an extension of the op-
tion (p. 37) ; and Hetrick wa.s a member of the ex-
ecutive committee (p. 53). 

All of the directors, excepting Hetrick, decided 
that the best thing to do was to sell the property 
in order to protect the interests of the stockholders. 
The only reason the option was not sold at a profit 
at that time was becaiise Hetrick stated he wanted 
to try to interest other capital and if he faileid to 
do so he could arrange for a disposition of the prop-
erty at a price to reimburse all investors and pay all 
expenditu;res. 

Judge Smith, secretary of the Bradley Hotels Sys-
tem, testified as follows : 

"I might say that in the ffo;;cussion-it was 
discussed. that it ,vas almost a sure thing that 
we could get much more for the property, that 
is, that the option was at a very low figure and 
they were practically to a man, except Mayor 
Hetrick, anxious then to realize upon the prop-
erty. Mayor Hetrick objected and said that he 
was not interested in a real estate speculation 
down there but he was interested in getting a 
hotel and developing the property. He said 
he could have had the real estate .speculation 
without getting us into it, if he wanted that, 
but he was there to help Asbury Park and help 
develop the property and get the hotel there. 
I knew that was his object, as he had told it 
to me, and ·r urged the meeting to give him an 



opportunity to interest other capital which he 
had asked to do. It is my recollection that that 
meeting adjourned with the understanding that 
he would try to interest other capital, and that 
if he could not interest other capital, he would 
then arrange for a disposition of the property; 
and it is my recollection that he stated that he 
had people who were ready, able and willing to 
use a legal phrase, to take the property at an 
advance sufficient to make us whole. Just the 
words he used, I do not recall, but that is the 
way I carry it in my mind. In other words, 
if he could not get capital to go on with the 
proposition, he could dispose of the property 
before the expiration of the option. It was on 
that condition that the extension was author-
ized" (Test., pp. 41 and 42). 

And on cross examination, Judge Smith said: 

"Q. State that promise? A. I have stated 
it before, that at the meeting of the board, as I 
recall it, of August 28th, if they would give him 
an opportunity to raise the money to carry out 
the project and stop any attempt now to sell 
it, why he would dispose of the property if he 
could not get the money~· if he could not raise 
the money he would dispose of the property at 
a sufficient sum to take care of everybody. He 
told that to the board at that meeting" ( Test., 
p. 66). 

J. Herbert Reid) vice-president of the Bradley 
Hotels System, testified as follows: 

"It was definitely stated by Mayor Hetrick 
that he could sell the land, he had parties who 
were willing to buy it, who would pay a price 
for the land sufficient to reimburse the Bradley 
Hotels System, Incorporated, for eYery dollar 
of their expenditures to date" ( Test., p. 75) . 

And on September 29th, 1924, Reid wrote to Het-
rick and stated: 



"We all understand that this land can be sold 
at a .substantial profit and it would seem that 
we would all be chargeable with neglect by the 
stockholders if we do not take advantage of this 
opportunity to protect their interest and it 
would seem that the only way in which we can 
protect their interest would be through the dis-
posal of the land" ( Ex. C-9). 

Both Judge Smith and Reid, also swore that Het-
rick reiterated the foregoing promise at a confer-
ence in October, 1924, a few weeks before the ex-
piration of the last option ( pp. 44 and 7i). 

Shortly after the conference in October, 1924, 
Hetrick opened negotiations with Isaac Marshall 
for a sale of the property. Marshall and his silent 
partner, Pettit, were obviously the one.s Hetrick 
had in mind when he told Judge Smith and Reid in 
October, 1924, "that he had people in New York who 
were ready to take the property" ( p. 45, 1. 21) . 

Hetrick finally realized he could not raise new 
capital to build the hotel and concluded to dispose 
of the property. He immediately went to see Mr. 
Gillespie, executor of the Bradley Estate, and ob-
tained his promise that he would not "let the prop-
erty go to somebody else unless he was assured the 
original investors of Bradley Hotels System were 
paid" (p. 118} 11. 26-40; p. 129, 11. 13-30). This as-
surance is not incorn~istent with Mr. Gillespie's let-
ter to Hetrick of April 1, 1925 ( D-4), for in that 
letter Mr. Gillespie referred to the ((Bradley Land 
Company)) and not to the Bra,dley Hotels 8yste ,m, 
when he said he considered the $30,000 paid at vari-
ous times "forfeited under the terms of the agree-
ment". The Land Company was an earlier corpora-
tion organized by Hetrick which failed to carry 
through after moneys had been subscribed to de-
velop the same property (p. 86, 11. 1-14). 

Hetrick then put Marshall "in touch" with Mr. 
Gillespie ( p. 97). Marshall knew that the Bradley 
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Hotels System had an option or a contract to pur-
chase the lands ( p. 119) , and the further negotia-
tions were about the details of protecting the stock-
holders. That was the "uppermost question in the 
mind" of Hetrick, and he never stopped talking to 
Marshall about it (p. 101). In the meantime the 
option expired, but Hetrick did not let Marshall 
know it ( p. 120) . Marshall said : 

"You got to show me there will be no trouble 
ahead. I said : if you show me, I think per-
haps you and I can make a little money after" 
(p. 157, l. 37). 

"Give me a list. Be .sure what it is. I do 
not want to deal with stockholders" (p. 160, 
l. 20). 

Hetrick did not get up the list of stockholders 
for four or five months ( evidently from November 
to April) (pp. 138 and 164), and when the list 
was delivered, the contract for the purchase of 
the property was signed, and the agreement to 
pay Hetrick $36,223 for the stockholders was en-
tered into in April (pp. 144, 145, 164; Ex. 0-15). 
Both Hetrick and Marshall's New York attorney 
(Muhleman) understood that Marshall was buying 
the property ( p. 118, 1. 10 ; p. 136, 1. 40) . Marshall 
and Hetrick finally organized the Coast Holding 
Corporation for the purpose of taking over the prop-
erty ( p. 101) , and Hetrick became president, anrl 
Marshall was treasurer (pp. 79, 82·, 101). The first 
form of the agreement to pay the $36,223 expressly 
provided that it was to reimburse the stockholders 
of the Bradley Hotels System, and it did not post-
pone the payment until the property was sold bJ 
Marshall or his corporation ( p. 144). But the sec-
ond form, which was the one executed, provided 
that the $36,223 was , for "the purpose . of reimburs-
ing certain persons known to him (Hetrfok) who 
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were associated with him in transactions concern-
ing the property subsequently acquired by the party 
of the second part" ; and it also provided that the 
payment of the $36,223 will be made out of the pro-
ceeds from sales of the property after the payment 
of mortgages aggregating $745,000 ( p. 198). The 
sale was consummated on May 8th, 1925 ( Exs. C-13, 
C-14). 

Hetrick did not tell Judge Smith or Reid or any-
one connected with the Bradley Hotels System 
about the sale of the property nor about the agree-
ment by which he was to receive $36,223 for the 
Bradley Hotels System investors, until the fall of 
1925, when he received the following letter from 
Reid dated September 8th, 1925, viz. : 

"You must appreciate, Mr. Mayor that our 
friends to whom we sold stock in the Bradley 
Company are referring to me for information. 
I have already informed some of them, as per 
our understanding with you, that by stepping 
aside the Bradley Company was permitting the 
sale of this land at a price that would guar-
antee to us the return of all expenses up to the 
date of the sale, making possible a return to 
all of our investors dollar for dollar the amount 
of their investment. This was the very definite 
understanding had with you in the presence of 
.Judge Smith and others, and I am at a loss to 
understand why you are not giving me definite 
information as to when this sale is to be con-
summated so that we can advise our investors 
when their money will be returned to them." 
(Ex. 0-10.) 

Hetrick replied to that letter and stated that 
"after the option contract had been expired for 
months, I managed to interest people in the pur-
chasing of the land and in the giving of an agree-
ment that out of the first profits received from the 
land the cash paid in to the treasury of the de-
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fendant Bradley Hotels System by purchasers of 
stock would be returned to such investing stock-
holders." (Ex. D-1.) And Hetrick did not deny 
the staternent in Reid)s letter that it was very defi-
nitely 'Understood that by stepping aside the Brad-
ley Company was permitting the sale of the land. 
Hetrick could not explain why he did not deny that 
statement, except by saying that it was probably 
an oversight. ( Test., p. 113, I. 40.) 

On September 16, 1925, Judge Smith wrote to 
Hetrick and arranged to meet him ( Ex. 0-8) . Judge 
Smith then learned about the sale and the agree-
ment to reimburse the investors of the Bradley 
Hotels System. Hetrick promised to send Judge 
Smith a copy of the agreement, but he never did 
it (p. 49). 

Hetrick admitted that he did not consider he was 
under any obligation to notify his fellow directors 
of the Bradley Hotels System that he had failed to 
procure new capital or to dispose of the property 
before the option expired ( pp. 108, 109). And yet 
he vrns the most active officer ( p. 52) ; "the whole 
shooting match" ( p. 54), and in charge of the op-
tion ( pp. 53, 54), and he admitted it was not sold 
because he wanted time to negotiate for its dis-
posal (pp. 110. 187, 190). · He was vice-president 
and a member of the executive committee. 

The only asset of the corporation was the option 
to piirchase the lands) and yet he said he repre-
sented Marshall in purchasing the property)· and 
that he understood Marshall was the purchaser (p. 
118). Hetrick said he "never received any commis-
sion from anybody directly or indirectly from this 
property" (p. 97, I. 24). But Marshall gave Het-
rick 100 shares of stock of his Coast Holding Cor-
poration, $10,000 for "services" and a salary of 
$15,000 for acting as president of that corporation 
( pp. 79-82 ; 160) . 
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The court below also found that Judge Smith's 
"recollection of what was said by Hetrick at the 
meeting of August 28, 1924, is at fault" (p. 216, 1. 
14). Judge Smith did not pretend to give a t'er-
batirn statement of Hetrick's promises (p. 65), but 
when he read the minutes and correspondence his 
memory was refreshed ( p. 42) . It is perfectly clear 
that Judge Smith and Reid were not mistaken about 
the substance of what Hetrick said. It is equally 

clear that one of the very things happened that 
Hetrick promised, viz. : a corporation which he 
helped to organize and of which he is president, 
took over the property and agreed to reimburse the 
stockholders "dollar for dollar". 

And the Court below found that Hetrick denied 
that at the conference in October, 1924, "he prom-
ised to dispose of the property, but if he did, it was 
no promise to the corporation, and Reid and Smith 
knew that it was impossible of performance, first, 
because the company did not even own the land, 
and was without funds to take title to it; and, sec-
ond, because corporate action, through a meeting of 
the board, was necessary to authorize a sale of the 
option" ( p. 217, l. 21) . It is not necessary that the 
prom ise at the conference in October be made to the 
corporation; it was a reiteration of the promise 
Hetrick made to the board of directors in August, 
and it induced Judge Smith and Reid to take no 
further steps to call another meeting or to obtain a 

· renewa l of the option. Nor is it material whether 
the corporation owned the land or was without 
funds to take title. It was Hetrick's duty as an 
officer of the corporation with whom the disposal 
of the option was entrusted, to notify his fellow 
dirPctors of his failure to dispose of the option or 
to sell the land in time for them to take some cor-
porate action. But no further action was necessary 
in view of the fact that Hetrick could have obtained 
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exactly what he did eventually procure; an agree-
ment from the purchaser to reimburse the stock-
holders. 

It is elementary that Hetrick being an officer and 
director of Bradley Hotels System was a trustee for 
the creditors and stockholders and that he was 
bound to act with the utmost good faith without 
being swayed by his personal interest. It is also 
fundamental that where a director secures to him-
self any a<lvantage over other stockholders or cred-
itors, equity will charge him as trustee for the bene-
fit of the injured parties, and will not allow him to 
make any .secret profits. Nor can a director legally 
act for an opposing interest, or deal with the prop-
erty for himself. And even if other directors were 
negligent, or if some of them entrusted their duties 
to one member, it would not relieve him (14 A 
OorpU,s Juris, 97, 112, 112). 

In the case of The Trenton Banking Co. vs. Mc-
Kefo.m.y, 8 N. J. Eq. 84, where the president of the 
corporation told the other members of a committee 
appointed to purchase certain lands that he would 
effect an arrangement for the purchase, and the ne-
gotiations were entrusted to him, the fact that the 
other members of the committee were inactive did 
not relieve the respondent of responsibility nor per-
mit him to make a profit. The principle is the same 
in the instant case. ,v e will refer to the admissions and statements 
made by Hetrick on his examination and particu-
larly on his cross examination, for we submit that 
facts are therein indicated which indubitably estab-
lish liability on his part to account. 

He concedes (p. 104) that he himself made no in-
vestment in Bradley Hotels System Inc., although 
the project was his and he was in the position of a 
promoter ( pp. 88, 89) . The corporation was es-
tablished upon the option which he had, and that, 
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aside from its stock subscriptions, was its only 
asset ( pp. 86, 87, 88, 89) . He became vice presi-
dent and a director of the company and a member 
of the executive committee, and was the most active 
member of the Board-indeed, according to his own 
store ( pp. 107, 108, 109), about the only active mem-
ber ·who did anything for the corporation. 

He concedes ( pp. 104, 105) that : he desired that 
the property should be developed under a certain 
plan and that he never departed from that view; 
he "opposed any program which looked towards 
realization of this option which did not agree with 
the development of the property in line with your 
desires * * *"; he was the only director who so 
opposed; he opposed the use of the property for 
other purposes although he realized, at the time, 
that the property was worth, for other purposes, 
four times the contract price (pp. 107, 110); it was 
at his request that nothing was done to dispose of 
the option or to use the property for other pur-
poses ; the directors yielded to his request. 

'rhe effect of his testimony is that he admits that 
this option, the only asset of the corporation_, was 
turned over to him to do with as he saw fit for the 
interest of the corporation. 

His conception of his duty to the creditors and 
stockholders of the corporation is indicated by what 
lie said on cross examination on page 107: 

"Q. Certainly, and you opposed any pro-
gram which looked towards realization on this , 
option which did not agree with the develop-
ment of the property in line with your desireS' 
didn't you? That is true, isn't it? A. Yes; 
I was the only director that could oppose it. 

Q. A.lthough you believed at that time that 
the property for other purposes was worth four 
times the contract price)· is that right? A. Yes. 

Q. You realized, didn't you, that you had a 
duty to perform with respect to the creditors 
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and stockholders of this company? A. I am 
the only one that did realize it. 

Q. I asked you whether you realized that you 
had a duty to perform with respect to the cred-
itors and stockholders of this company? A. I 
did; yes. 

Q. You did? A. Yes. 
Q. You thought your duty towards the cred-

itors and stockholders of this company was 
being performed when you took a stand which 
prevented the sale of that property for more 
than enough to pay everything that had been 
invested in it, because it did not agree with 
you-r views of how the property should be de-
veloped; is that right? A. I was only one of 
thirteen directors. 

Q. Is that right? A. Yes; that is right. 
Q. And you thought that that agreed with 

your duty to your stockholders and your cred-
itors; is that right? A. Absolutely. May I 
say why? 

Q. Your counsel will give you all the oppor-
tunity to do that. * * *" 

Although examined on redirect he was not asked, 
and he did not tell why he thought that, although 
he knew the property was worth four times the 
contract price for other purposes, his inducing the 
directors to refrain from dealing with it for other 
purposes and to, in effect, turn it over to him and 
his failure to even attempt to realize upon it for 
the benefit of the corporation and his failure to 
advise th~ directors "as to what was doing", was 
consistent with his duty to creditors and stock-
holders. 

He concedes, in effect, that, although at his re-
quest, the option was turned over to him to deal 
with, he never notified the directors of the com-
pany that he had failed, if, in fact, he had failed. 
He says (p. 109): 

"Q. So that you thought that having re-
quested an opportunity before the sale of this 
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property for purposes other than your idea of 
how it should be developed, and having secured 
time to do that thing, that no duty rested upon 
you to advise the stockholders or to notify any-
body that you had failed; is that right? A. Of 
course, it is not right. 

Q. Then, what is right? You say you were 
given the time to do that and you say you did 
not notify them. I think you said that you 
thought it was not your duty? A. They had 
a little o_bUgation thetnselves there} hadn!t 
they? 

Q. Didn't you think that you, the man who 
had made the quest, were under some obliga-
tion to notify them? A. No} sir; I do not think 
I had any obligation to notify them. 

* * * * * * 
Q. So that you allowed the time for exercis-

ing the option to go by without even notifying 
anybody that you had failed in doing the thing 
that you requested time to do ; is that right? 

Mr. Hamill: Objected to. 
The Court: Objection sustained." 

He concedes that, without notice to the other 
directors of the company} he engaged in the negotia-
tions with Marshall and that, even after the option 
to the company had expired, he used it as if it 
were in existence for the p-iirpose of secwring the 
.~ale of the property to M wrshall. He says ( p. 120) : 

"Q. You discussed with Mr. Marshall, didn't 
you, the fact that the Bradley Hotels System 
bad that property under option? A. No; I was 
ve1·y careful of that. He knew that they had it} 
but he did not know that it had been lapsed} or 
I might have lost Jl!Ir .. Marshall. 

Q. So that when you ·were dealing with Mar-
shall you dealt with him as if the contract of 
the Bradley Hotels System had not yet lapsed? 
A. I did not mention it. I mentioned the fact 
that I was still interested in that property. 

Q. So that you dealt with him with knowl-
edge that he thought the contract of the ~rad-
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ley Hotels Company was still in existence; is 
that right? A. No; I won't say that. I don't 
knO\V what he thought; I know what I thought. 

Q. 1'hen, I do not understand your state-
ment that he knew that they had had an option _ 
but he did not know that it had been lapsed? 
A. He knew that they had a contract on it-
everybody in the country knew it-by publica-
tion, by articles in the press, by propinquity. 

Q. But he did not know it had lapsed? A. 
He d-id not know that it had lapsed; but I did 
know that it had lapsed." 

And page 121 : 
"Q. So that you made that a condition to get 

this agreement out of him that he would take 
care of the stockholders of the Bradley Hotels 
System? A. You may put it that way. 

Q. I do not want to put it any way? A. 
Well, say, 'yes'." 

He says that he used the supposed continued 
existence of the option with Marshall for the pur-
pose of forcing the agreement, which he says he 
obtained, "to take care of the stockholders of the 
old Bradley Hotels Company" ( p. 127) . This is 
the contract which the Vice Chancellor says, be-
cause of its form, cannot be enforced by stock-
holders ( p. 213) although the determination of that 
question was not before the court and not within 
the issues. 

But what, of the creditors 1 
He puts himself in the position of using the only 

asset of the company, which constituted a trust 
res for the benefit of creditors, for the purpose of 
securing an agreement in the interest of stock-
holders. The use of this option, for the purpose of 
forcing such an agreement in the interests of stock-
holders, was a diversfon of property which should 
be applicable to the paymen ,t of debts to the protec-
tion of stockholders and a breach of his duty to 
creditors. 
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That would be so even if he had no personal in-
terest in the purchaser, but he concedes that he rep-
resented Marshall who was the purchaser (p. 118) 
and he concedes that, as a result of the transaction, 
he became president of the Coast Holding Corpora-
tion, which ultimately got the property and that 
he received, if not the whole, at least part of 
$10,000., which, under the resolution of the Coast 
Holding Corporation of December 2, 1925 was 
directed to be paid to him "on account of services 
heretofore rendered by Mr. Hetrick and disburse-
ments incurred by him", Marshall getting the same 
amount ( p. 133, Exhibit printed 193, 194), and he 
also received a salary of $15,000. as president 
( Minutes printed, p. 194) . 

Although he secured an agreement which he says 
protects stockholders and with respect to the obtain-
ing of which he says ( p. 111 )-"I really thought 
that I had performed a very laudable thing", which 
agreement he says he obtained co-incident with the 
deal by which Marshall secured the property, but 
not later than May, 1925 (Ex. C-15, p. 197). He 
did not notify any of the directors of the Bradley 
Hotels System., Inc. that any such agreement had 
been obtained until after the receipt by him of the 
letter of Reid of September 8., .1925 (Ex. C-10, p. 
190) , in which letter Reid said, inter alia : 

"However, my previous letters to you asking 
for information regarding the return to be 
made to the Bradley Hotels System put of the 
nroceeds from the sale of the land that was 
held by our company under option have all 
remained unanswered. 

. You must appreciate Mr. Mayor that our 
friends to whom we sold stock in the Bradley 
Company are referring to me for information. 
I have already informed some of them, as per 
our understanding with you, that by stepping 
aside the Bradley Company was permitting the 
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sale of this land at a price that would guar-
antee to us the return of all expenses up to the 
date of the sale, making possible a return to 
all of our investors dollar for dollar the 
amoiint of their investment. This was the very 
definite imderstanding had with you in the 
presence of J-ndge Smith and others, and I am 
at a loss to understand why you are not giving 
me definite information as "to when this sale is 
to be consummated so that we can advice our 
investors when their money will be returned to 
them. I have written to you and I understand 
Judge Smith has written to you-we have not 
even had a reply to our letters. I have tried 
to see you, but, unfortunately could not reach 
you. The situation is becoming extremely em-
barrassing and something must be done at once. 

It should not be necessary for the company 
to go to the expense of filing a petition in 
Chancery to review the facts involved in the 
sale of this land, but, unless we can have this 
matter straightened out by you at an early date 
it will be necessary for the directors of the 
Bradley Company, in pursuance of their trust, 
to take such action as in their judgment might 
be necessary." 

He replied to this letter of September 8, by the 
letter of September 9th in which letter, although 
advising Reid that "I was the only one connected 
with the Bradley Hotels System who worked and 
worried and endeavored to protect the interests of 
persons who had invested money in the stock of 
that company***", he did not take issue with Reid 
as to any of the facts and that he did not so take 
issue he says was an oversight ( p. 113). 

And the agreement to protect .stockholders, which 
he takes such pride in getting, the court has held is 
ineffective to protect stockholders. 

The statements of fact referred to above are not 
taken from the testimony of either Smith or Reid 
but from that. of Hetrick himself. 



Upon well settled principles of law Hetrick is 
bound to account to the corporation, and its re-
ceiver, for his conduct with respect to this option, 
and is bound to pay a sum sufficient to liquidate 
the indebtedness of the corporation and also to 
liquidate the amounts invested by stockholders. 
Perhaps the receiver cannot recover in the right of 
stockholders, but he may recover a sum sufficient to 
liquidate the indebtedness due to creditors. 

To say the best for Hetrick he has deliberately 
used the sole asset of the corporation, in his capacity 
as an officer and director of the insolvent corpora-
tion, knowing it to be insolvent, in such a way as 
to benefit stockholders as against creditors and like-
wise benefit himself, and with a total disregard of 
his fiduciary duty. 

Thompson on Corporations) 3d Ed., Vol. 2, sec. 
1320, p. 778, states the general rule: 

"The rule is thoroughly embedded in the gen-
eral jurisprudence of both America and Eng-
land that the status of directors is such that 
they occupy a fiduciary relation toward the cor-
poration and its stockholders, and are treated 
by courts of equity as trustees. They are re-
garded as agents entrusted with the manage-
ment of the corporation, for the benefit of stock-
holders collectively, and as occupying a fiduci-
ary relation in the sense that the relation is 
one of trust; and are held to the utmost good 
faith in their dealings with the corporation. 
They must manage the affairs of the corpora-
tion solely in the interest of the corporation 
without regard to the effect of policies and man-
agement on the fortunes of any individual 
stockholders." 

And further ( p. 781) : 
"And by assuming the office, he undertakes 

to give his best judgment in the interest of the 
corporation in all matters in which he acts for 
it, untrammeled by any hostile interest in him-
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self or others. There is an inherent obligation 
on his part that he will in no manner use his 
position to advance his own interests as an in-
dividual as distinguished from that of the cor-
poration.)) 

In this instance Hetrick not only dealt with the 
property of the corporation, and with its rights, but 
he likewise represented the purchaser of the prop-
erty, an inconsistent position for him to take and he 
likewise secured an advantage for himself. 

Thompson says, sec. 1321: 

"The peculiar trust relation held by a direc-
tor does not admit of his creating any relation 
between himself and the trust property which 
will make his interest antagonistic to that of 
his beneficiary." 

In this case he knew that the property was worth 
four times the option price if the property were used 
for purposes other than that for which Hetrick de-
sired that it be used for. He opposed the use of 
the property in such a way as would be of advan-
tage to the stockholders and to the creditors, for 
his own personal interest) and succeeded in prevail-
ing upon the other directors to permit him to pursue 
his own way. 

He permitted himself to be put in a position 
where his interest was "antagonistic to that of his 
beneficiary", and the result of his conduct is that 
this corporation is left with $29,533.67 of debts and 
assets of $171. 77. 

Thompson says, sec. 1324, p. 789 : 

"That the directors of a corporation owe its 
creditors a certain duty is evident. While the 
relation between directors and creditors may 
not be fiduciary in its character, yet the law 
imposes a duty, for the breach of which a cred-
itor may have relief against the directors per-
.sonally. The property of a corporation being 
devoted to the payment of its creditors, to the 



extent, at least, that it may not be diverted to 
other purposes ; the corporation and the direc-
tors owe to the creditors the duty not to divert 
the corporate property from the general pur-
pose of paying such creditors". 

To say the be.st for Hetrick he diverted the only 
asset of the company from creditors to stockholder.~. 

Thompson says, sec. 1326, p. 795: 

"Directors of a corporation are said to be 
charged with the duties of trustees, and are 
bound to care for its property and manage its 
affairs in good faith, and to be accountable in 
equity the same as other trustees for such a 
violation of these duties as results in waste of 
its assets) injuries to the property) or unlawful 
gain to themselves/' 

The conduct of Hetrick in dealing with this op-
tion amounted to waste and that waste he permitted 
to be incurred and was a party to it, because of his 
personal interest that the property should not be 
used .for purposes for which he did not desire it to 
be used) although it was worth four times the price 
which the corporation had agreed to pay for it for 
such other purposes. 

The Vice Chancellor seemed to feel that Hetrick 
did not owe any greater obligation to the corpora-
tion than did his fellow directors ( p. 217) , and, in 
effect, that an action would not lie against Hetrick 
alone. The Vice Chancellor, we submit, ignores the 
testimony of Hetrick, and he also ignores the rule 
that directors are severally liable for their acts. 
They may sometimes be jointly liable but they are 
always severally liable. 

Thompson on Corporations) 3d Ed., Vol. 2, 
sec. 1398. 

Assuming that all of the directors are liable it 
was the receiver's privilege to pursue whom he 
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pleased (Barry v. Moeller, 68 Eq. 483, at 489), but 
the facts clearly indicate that all of the directors 
are not liable, at least not in the same degree. as is 
Hetrick for no one of the other directors received 
any personal benefit from the manner in which this 
option was handled, nor did any of the other direc-
tors oppose the use of the option in the most ad-
vantageous way it could be used for the corpora-
tion because of any personal interest nor did any 
other directors , induce the board to permit any of 
them, other than Hetrick, to assume the obligation 
of dealing with this option. 

Of course, generally .speaking, Hetrick was under 
no greater obligation to the corporation than his fel-
low directors but by his conduct he placed himself 
under a greater duty. That a bill in equity lies to 
call a director to account for conduct such as that 
of Hetrick; is settled by Wilkinson v. Dodd) 40 Eq. 
12'3; Landis v. Sea Isle Hotel Go.) 31 Atl. 755; 
Hayes v. Pierson, 65 Eq. 353. 

And Hetrick publicly stated, on May 14, 1926, 
in an interview in the press which he concedes to 
have given out (p. 130; Ex. 0-16, p. 200) that: 

"I personally protected all the persons who 
bought stock or subscribed to stock in the Brad-
ley Hotels System, Inc., by securing an agree-
ment with the Coast Holding Company which 
later purchased the property in question, 
whereby the purchasers of stock in the Bradley 
Hotels System, Inc., would be returned the 
money invested in the Bradley Hotels System, 
Inc., from the profits. of the resale of the prop-
erty. 

Under the terms of that agreement between 
the Coast Holding Company and myself the 
Coast Holding Company will pay to those who 
bought stock in the Bradley Hotels System, 
Inc., the amount paid on account of the pur-
chase of stock. 

While I was only vice president of the Brad-
ley Hotels System, Inc. tlvru the assistance of 
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Samuel Gillespie, executor of the Bradley es-
tate) I was able to secwre the agreement) with 
Coast Holding Company) whfoh finally bought 
the property in question.)) 

But what right had he to use the property and 
the rights of the corporation to get this agreement 
for the benefit of stockholders, leaving creditors 
wholly unprotected? 

The Coast Holding Corporation is 
Chargeable with the Trust. 

Vice Chancellor Fielder held that if Hetrick made 
the alleged promise to dispose of the option and 
reimburse the stockholders of Bradley Hotels SyS>-
tem if he could not procure new capital to build the 
hotel, it was not "known to the Eastern Company 
or to the Coast Holding Company or to anyone con-
nected with those corporations" ( p. 212, I. 8). Het-
rick, Marshall, Muhleman and Pettit were the stock-
holders and directors of Coast Holding Corpora-
tion; and Marshall, Muhleman and Pettit were the 
stockholders and directors of Eastern Parkway &c. 
Corporation ( p. 193, 1. 20; p. 136, 11. 9 & 12). They 
not only knew of the promise of Hetrick and the 
condition imposed by Mr. Gillespie for its fulfill-
ment, but they also put through the agreement to 
perform the promise ( Ex. 0-15) . And the evidence 
shows that Hetrick and Marshall who were presi-
dent and treasurer respectively of the Coast Hold-
ing Corporation, ( pp. 101 & 82) talked about the 
promise from the beginning of thei.r negotiations 
( p. 118) . And Muhleman, an officer of both cor-
porations, knew about the promise and agreement 
to reim hurse the stockholders when Marshall con-
sulted him about :financing the purchase ( p. 137, 
1. 25) ; and Muhleman prepared the form of agree-
ment at least as early as April, 1925, before the 
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corporation was formed and a month before the 
sale was consummated ( p. 144) . Marshall was also 
the active officer of the Eastern Parkway &c. Cor-
poration. Hetrick said he negotiated the sale to 
the latter company (p. 99). 

And the court below found that "the agreement 
by the Coast Holding Company to pay Hetrick 
$36,223 at a future time, was wholly voluntary on 
the company's part and was without consideration 
moving to it other than Hetrick's consent to become 
associated with the corporation, and since the agree-
ment specifically provides that it shall not enure 
to the benefit of anyone other than Hetrick, it can-
not be enforced by Bradley Company stockholders 
even when the time arrives when, according to its 
terms, the money is payable" ( p. 213, l. /J>). 

And yet Hetrick swore that he kept telling Mar-
shall the organizer of Coast Holding Corporation, 
that upon a sale of the option or the property, the 
stockholders of Bradley Hotels System would have 
to be reimbursed. That was a condition (pp. 119, 
120, 121). The consideration for the agreement was 
the obtaining of the property for a smaller con-
sideration by avoiding the "trouble" with the stock-
holders 1 which Marshall feared. The agreement was 
also necessary to meet Mr. Gillespie's condition, and 
it was expected to induce the stockholders to fore-
bear instituting suit. But the validity of the agree-
ment was not in issue, and therefore, the appellant 
had no reason to offer any evidence on that ques-
tion. It was pleaded by the Coast Holding Corpo-
ration merely to show that the $36,223 was not yet 
due under the arrangement with Hetrick. The re-
sult of the decision holding that the agreement can-
not be enforced may be that the appellant is barred 
from any action without having his day in court on 
the issue of the validity of the agreement. 
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Moreover, no one ever contended that the agree-
ment was invalid. Marshall and Muhleman testi-
fied that they expected to pay the $36,223 in about 
two years ( p. 161, 1. 20; p. 154, 1. 20). And as late 
as May 14, 1926., Hetrick stated in a newspaper 
interview that he had protected every stockholder 
of the Bradley Hotels System by securing the agree-
ment with the Coast Holding Corporation (p. 130; 
Ex. C-16). . 

While it is true that title to the property was 
first taken in the name of the Eastern Parkway & 
Bedford Avenue Corporation ( one of Marshall's 
corporations) on May 8, 1925, (Ex. C-14), that was 
done for financing purposes ( See Point III) . The 
property was transferred four days later to the 
Coast Holding Corporation which was organized by 
Marshall and Hetrick for the purpose of acquiring 
title to the property ( Ex. C-13 ; pp. 101 & 150) . 

r:rhe manner in which the price as between the 
Eastern Parkway Corporation and the Coast Hold-
ing Corporation was fixed as described by Hetrick 
is perfectly absurd ( pp. 124, 125, 126) . 

After stating, on page 125, in response to the 
question as to who dealt for the Coast Holding Cor-
poration and ·who represented the Eastern Park-
way Association, that he was dumb, and was afraid 
he could not give the information, and that he was 
clear in his mind that he did not have anything to 
do with the matter, he says, that Mr. Muhlmann, 
the la-wyer representing both companies "negotiat-
ed bet,veen them". He finally said that he agreed 
upon paying the $700,000. consideration ( "and I 
naturally would~') (p. 126), and then, after admit-
ting that he knew that the Coast Holding Corpora-
tion paid the Eastern Parkway Corporation some 
$300,000. more than the Eastern Parkway Corpo-
ration had bought the lands for four days before 
he said (p. 127) : 



28 

"Q. What led you to pay $700,000. or more 
or agree on behalf of your corporation to pay 
$700,000. or more? 

Mr. ,v all: I object. What possible mate-
riality has that? 

The Court: I imagine the reason is to tie the 
Coast Holding Corporation up to the charge in 
the bill of complaint about information and 
knowledge. Objection overruled. 

A. Becaiise I would have done anything if I 
had a change to get hold of this property to get 
enough out of it to take care of the stockhold-
ers of the old Bradley Hotels Company. That 
is the whole thing in a nut shell. That was the 
underlying thought. 

Q. So that the reason why you had agreed to 
let the Coast Holding Corporation pay $7 45,-
000. for what the Eastern Parkway Corpora-
tion had bought for only $300,000. a few days 
before, was that you might protect the stock-
holders of the late Bradley Hotels System; is 
that right? A. That is right." 

The Eastern Parkway & Bedford Ave-
nue Corporation Was Used Merely for 
Financing Purposes. 

The Eastern Parkway & Bedford Avenue Corpora-
tion, ·which took title to the property in question 
on May 8, 1925, and transferred it to the Coast 
Holding Corporation on :M:ay 12, 1925, was also 
owned by Marshall. He had a sort of silent partner, 
one Henry Pettit, "rho did not appear in the nego-
tiations with Hetrick nor as a witness. Pettit was 
also vice-president of Coast Holding Corp. ( p. 133, 
l. 26) . Marshall and Pettit owned all of the stock 
of the Eastern Parkway Corporation, although one-
third of the stock of the Eastern Parkway Corpo-
ration stood in the name of a "dummy" for the Cen-
tral Union Trust Company to secure a loan ( p. 
140). Marshall and Pettit also owned all the stock 
of the Coast Holding Company and they made a 
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"gift" of one-third of it to Hetrick (p}°fo{ Both 
corporations were organized by Marshall's New 
York attorney (Donald C. Muhleman) and the in-
corporators of the Coast Holding Company were 
l\Iuhleman's assistants, Maginnis and Noble (p. 
134). 

The officers of the Eastern Parkway &c. Co. were 
merely dealing 1Yith themselves as officers of Coast 
Holding Corporation ( pp. 125, 126) . The officers 
of the Eastern Parkway &c. Corporation were 
Henry Pettit, president; Isaac Marshall, treasurer, 
and Donald C. Muhleman, secretary ( pp. 82 and 
195) . 'rhe officers of the Coast Holding Company 
were: Clarence E. F. Hetrick, president; Henry 
Pettit, vice-president; Isaac Marshall, treasurer, 
and Donald C. Muhleman, .secretary (pp. 82, 133, 
193, 199). Marshall's New York attorney (Muhle-
man) h.ad "absolutely control" of both corporations 
and no checks would be honored by the bank un-
less countersigned by him ( p. 139). Muhleman 
was a director and officer of both corporations and 
he was also attorney for the Central Union Trust 
Company, which had loaned the $370,000 to pur-
chase the property ( p. 134) . His chief concern was 
to see that the trust company did not violate any of 
the banking rules ( p. 149). Marshall told Muhle-
man that if the trust company would advance the 
$370,000 to purchase the property in question, he 
would be able to liquidate a balance of $375,000 on 
a previous loan to the Eastern Parkway &c. Cor-
poration as well as the new loan of $370,000 (p. 
135). Muhleman went to Asbury Park to look at 
the property and then recommend to the trust com-
pany that it advance the $370,000 (p. 153). 

It is perfectly obvious that the reason for taking 
title first in the name of the Eastern Parkway &c. 
Corporation was for :financing purpo~es. The deed 
from the Bradley Estate being from an executor 



and trustee, had to express the true consideration 
($345,000 plus taxes and interest aggregating $370,-
000) . It had been arranged that a mortgage for 
$7 45,00 on the property in question would be given 
to the trust company to secure the $370,000 pur-
chase price and also as collateral for the balance 
of $375,000 of the old loan to the Eastern Parkway 
&c. Corporation (pp. 147, 151). The grantee from 
the Bradley Estate could not give the trust com-
pany a purchase price mortgage for $745,000 when 
the deed showed the purchase price to be $370,000. 
So it was conceived that by making the Eastern 
Parkway &c. Corporation the grantee from the 
Bradley Estate, and then transferring the title to 
the Coast Holding Corporation ( the corporation or-
ganized for the purpose of acquiring the property) , 
the latter could give a purchase price mortgage for 
$745,000. The trust company thereupon advanced 
the $370,000 and title ·was taken in the name of 
Eastern Parkway &c. Corporation without giving 
the trust company any mortgage until the title was 
transferred to the Coast Holding Corporation which 
executed the $745,000 mortgage ( p. 14-8) . The prop-
erty was thereby encumbered with a mortgage for 
$745,000 and the Coast Holding Corporation obli-
gated itself on the bond in a like amount, although it 
received only the property which had cost $370,000 
four days before the transfer. The Coast Holding 
Corporation also issued its 300 shares of stock to 
:Marshall, Hetrick and Pettit, despite the fact that 
it started off with a liability far in excess of its 
owe. asset. 

It is apparent that Marshall, Hetrick, Pettit and 
the corporations all knew that the Bradley Hotels 
System had stepped aside and allowed the property 
to be sold "without any trouble" ( as Marshall ex-
pressed it), upon the express understanding that it 
would be reimbursed for its expenditures and its 
stockholders would be paid "dollar for dollar". 
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CONCLUSION. 

The value of the option held by the Bradley 
Hotels System was at least $100,000. The consid-
eration for the sale mentioned in the option was 
$270,000 and Hetrick negotiated the sale for $370,-
000. The amount necessary to reimburse the stock-
holders and the Bradley Hotels System pursuant 
to Hetrick's promise, is $95,776.67. It is admitted 
that the amount due the .stockholders is $36,223; 
and it is also admitted that the amount paid on ac-
count of the option and its five extensions, was $30,-
000. It is not denied that $29,533.67 is due cred-
itors. The respondent, Coast Holding Corporation, 
has received more than $600,000 from the sale of 
two of the three tracts; $100,000 in cash, part of 
which was distributed to Hetrick, Marshall, Pettit 
and Muhleman, the officers; and $500,000 in pur-
chase-price mortgages which were turned over to the 
trust company on account of the $745,000 mortgage 
(p. 152). 

The respondents should have been decreed to pay 
to appellant the sum of $95,776.67, and the remain-
ing property to be sold to pay that amount, in ac-
cordance with the prayer of the bill. The decree dis-
missing the bill should be reversed. 

Respectfully submitted, 

HERBERT CLARK GILSON, 

Solicitor and of Counsel with Appellant. 

(a8253) 





jl}tw J trstp Court of ~rrors anb ~ppeals 

BETWEEN 
PETER BENTLEY, Receiver of 

Bradley Hotels System, Inc., 
Appellant, 

and 

CLARENCE E. F. HETRICK and 
COAST HOLDING CORPORATION' 

Respondents. 

On Bill, &c. 

BRIEF ON BEHALF OF RESPONDENT, 
CLARENCE E. F. HETRICK. 

The Bradley Hotels System, Inc., was a corpo-
ration organized under the laws of the State of 
Delaware. It was formed for the purpose of ac-
quiring certain lands located in Asbury Park, and 
of building thereon apartment hotels. It pro-
cured an option to purchase these lands and it 
sold certain preferred stock and incurred certain 
debts. 

The option constituted the sole asset of the com-
pany and it was from time to time renewed. 
Finally, for lack of funds to obtain a further rE:-
newal, the option was allowed to lapse and the 
sole asset of the company was lost. 

Five months after the date of the lapse of the 
option the property was acquired by Eastern 
Parkway-Bedford Avenue Corporation, which in 
turn sold it to Coast Holding Corporation, a cor-
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poration of New Jersey. The defendant, Clar-
ence E. F. Hetrick, had been a director of the 
Bradley Hotels System and he became an officer 
of the Coast Holding Corporation. A receiver 
was appointed for the Bradley Hotels System 
and he filed a bill praying that Coast Holding 
Corporation or Hetrick, or one of them, be deemed 
to pay complainant the amount of the claims of 
the creditors of the Bradley Hotels System and 
the amount paid by the stockholders upon their 
stock ·subscriptions or, in the alternative, the 
value of the option which had lapsed. Complain-
ant also prayed that he be given an equitable lien 
on these lands for such an amount as might be 
found to be due him and that the lands or the in-
terests therein of Hetrick and the Coast Holding 
Corporation be sold for the purpose of satisfying 
such lien. 

Receiver seeks to hold Hetrick liable on the 
ground that Hetrick, as alleged in his Bill, prom-
ised that if the option was allowed to lapse he 
would sell the property and obtain sufficient mon-
ies to pay these creditors and preferred stock-
holders. 

He seeks to hold the Coast Holding Corporation 
liable on the ground that it was Hetrick who 
formed the Coast Holding Corporation and be-
came the President of it, and that this company 
agreed to assume an obligation which he alleges 
was made by Hetrick to pay the stockholders the 
amount which they had subscribed and that the 
Coast Holding Corporation is chargeable with the 
trust of reimbursing the stockholders and credi-
tors of the Bradley Hotels System. 

The learned Vice Chancellor dismissed the hill 
as to both defendants, and from his decree this 
appeal is taken. 
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The Facts. 

At the outset we respectfully call attention to 
certain mis-statements of the facts appearing in 
the brief of appellant. These mis-statements will 
be referred to later herein under the heading 
"Comments on Brief of Appellant". 

The Bradley Hotels System, Inc. was incorpo-
rated July 27, 1923, under the laws of Delaware. 
It was incorporated at the instance and by the 
promotion of Mr. J. Herbert Reid and his brother 
Walter. In answer to a question by his counsel 
( Case, pp. 68 and 69), as to how the organization 
of that corporation came about, Mr. J. Herbert 
Reid tells how the first he heard of it was from his 
brother Walter, who told him that Mayor Het-
rick had an option and as a result of what his 
brother told him he saw Mayor Hetrick. He tells 
us that the option that Mayor Hetrick had was, 
according to his understanding, only a verbal op-
tion, but that if he could raise $10,000.00 they 
could secure a legal option from Mr. Gillespie, the 
administrator of the Bradley Estate. So with that 
feeling he went to see a dozen of his friends and 
prevailed upon them to put up $1,000.00 or $2,-
000.00 apiece, and come into the enterprise with 
the agreement that this money should be returned 
to them out of the proceeds of the first stock that 
was sold, and so he got this group together ( Case, 
p. 68, 11. 32-40; p. 69, 11. 1-22). The fact is noted 
that the corporation was the creation of the Reids 
for the reason that it was attempted to show in the 
testimony that Mayor Hetrick was a promoter 
of it. 

How Mayor Hetrick became connected with the 
company is related by him in his testimony ( Case, 
p. 86, I. 30 top. 87, 1. 25). Mr. Winkler, a fellow 
commissioner of Asbury Park, came to him and 
told him that he had a gentleman who was inter-
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ested in this property of Bradley's and wanted 
to develop it as the Mayor had wished; that is 
to say, for the purpose of building hotels on it, 
and Mr. Winkler said he would like Mayor Het-
rick to meet this gentleman. Accordingly, Mayor 
Hetrick met Mr. Walter Reid, Jr., and explained 
the proposition to him. After that a meeting was 
held in the Newark Athletic Club, or in the offices 
of Judge Smith, and the idea of forming a corpo-
ration was discussed. It was J. Herbert Reid who 
procured a promotional fund of from $8,000.00 to 
$10,000.00. It was this promotional fund which 
made possible the procurement of the option. Het-
rick was delegated to go to Mr. Gillespie and pro-
cure the option, which he did, and pay to Mr. Gil-
lespie the sum of $5,000.00 which he received for · 
that purpose. This work of getting the option 
was done by Hetrick as an agent of the company, 
and the plan was then evolved ( Case, p. 87, 11. 30-
40; p. 77, 11. 22-40) that 100,000 shares of no par 
value stock be issued, of which 49,000 shares was 
allocated to various members of the Board of Di-
rectors. Hetrick received 3400 shares. No cer-
tificates were ever issued for this stock ( Case, p. 
89, 11. 12-17). The balance of the shares were 
turned back to the company, in accordance with 
this agreement. The Reids put their friends in 
as officers. The officers were J. Herbert Reid, 
president; Clarence E. F. Hetrick, vice president; 
William A. Smith, secretary; William C. Krue-
ger, treasurer; and Mayor Hetrick, assistant 
treasurer. 

Those present at the first meeting of the Board 
of Directors were J. Herbert Reid, Clarence E. F. 
Hetrick, William C. Krueger, Paul Heller, Clinton 
G. Holden, Walter W. Reid, Jr., Morland B. Soria, 
Charles A. Gould, Corbett W. McCarthy and Ben-
jamin A. Britwood. 

All of these were friends of the Reids ( Case, p. 
69, 11. 14-28). 
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Although their formal minutes show that Het-
rick sold an option to the company, the real truth 
is that Hetrick acted as the agent of these men 
who formed the company, and obtained the option 
from Mr. Gillespie, whom he knew as a result of 
having had dealings with him in the project to 
carry on the old Bradley Lands Corporation, 
which was disbanded, and the money for subscrip-
tions turned back to the subscribers (p. 86, 11. 1-5). 
The plan of the corporation was to build hotels on 
the land, big hotels of the type of apartment hotels 
(p. 87, 11. 22-30). The option which formed the 
sole asset of this new corporation was renewed 
from time to time. It was renewed five times. It 
was renewed November 1, 1923, also May 1, 1924, 
and extensions were arranged for which carried 
the option up to September 1, 1924. 

At that time there was, according to Judge 
Smith, talk about extending the option for another 
period and Mayor Hetrick met at the latter's 
office on the ground floor of a · building in Asbury 
Park, and Mayor Hetrick and Judge Smith went 
to an office upstairs where the Mayor telephoned 
Mr. Gillespie and obtained the assurance of the 
extension (p. 40). The extension was obtained 
for two months; that is to say, until November 
1, 1924. It was never again renewed and it ac-
cordingly lapsed, and the main and only asset of 
the corporation became valueless. 
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ARGUMENT. 
Paragraph 5 of complainant's bill of complaint 

says: 

'' And finally the said Clarence E. F. Het-
rick represented to the officers and directors 
of the Bradley Hotels System, Inc. that it 
was impracticable for the Bradley Hotels 
System to proceed with the development of 
the land to be purchased under said option 
and that if they would allow him and a com-
pany to be organized by him to take over the 
property mentioned in said option that he and 
the said company would pay the creditors 
and stockholders of the Bradley Hotels Sys-
tem, Inc. the full amount of their claims and 
the amounts paid in on account of the capital 
stock of said corporation.'' 

The statement above quoted in the bill of com-
plaint that Hetrick represented that it was im-
practicable for .the corporation to proceed with 
the development of the land to be purchased is 
not true, or rather is not sustained by any evi-
dence. In fact Judge Smith, who is the main wit-
ness of the complainant, testifies that Mayor Het-
rick very strenuously objected to the selling of 
the property and wanted the opportunity to de-
velop a hotel on the property (p. '41, 11. 15-38). 

Counsel for appellant, in his brief, on page 3 
of his brief, makes this statement: 

'' About the time of the last renewal ( Sep-
tember 1st, 1924) the officers of the Bradley 
Hotels Sy,stem, realizing they could not ob-
tain the money to carry through the plan of 

· building the hotel, concluded to sell the option 
at a price which would permit them to pay 
the debts and to return to the subscribers to 
stock the cash they had paid" (Appellant's 
Brief; p. 3). 
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But they did nothing in pursuance of this deter-
mination, if there was such a determination, and 
Mr. Reid, who testified, was the President of the 
company and he never called the Board together 
to take action on the option. The only action that 
was taken, and it was the last action taken by the 
company, was the resolution of August 28, 1924, 
when Judge Smith and Mayor Hetrick were di-
rected to obtain a renewal of the , option. The 
whole matter becomes a case where there was a 
discussion regarding what course to follow, and 
Mayor Hetrick thought they should proceed with 
the proposition and some other directors thought 
they should not proceed with it, but nothing was 
done in the matter. 

There Was No Liability on the Part of Hetrick 
to Dispose of the Option, or of the Property. 

An attempt is made to prove a contract made 
by Hetrick at the meeting of August 28th. The 
Court addressed to Judge Smith, when he was 
on the stand, the following question (p. 52, 11. 38-
40; p. 53, 11. 1-10): 

'' Can you put it in this way: Do you know 
of any authority by resolution of the stock-
holders or by resolution of the directors to 
perform different work than what the by-laws 
provide for the officers of the company to 
do or what the duties of a director call for 1'' 

The answer was : 
"Only in the minutes of the meeting of Au-

gust 28, in which the matter of the extension 
of the option was ref erred to Mayor Hetrick 
and myself. '' 

What, then, do the minutes of the meeting of 
August 28, 1924, show in the way of a contract 
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with Hetrick 1 The minutes, set forth on pages 
36 and 37 of the testimony, and quoted, read: 

'' Q. Will you read us what they have to 
'' say about further extensions of this option 
'' at that time 1 A. The question of the exten-
'' sion of the existing option from the Bradley 
'' Estate was discussed, and on motion duly 
"made, seconded and carried, it was directed 
"that Mr. Hetrick and Mr. Smith be ap-
' 'pointed a committee to arrange for an ex-
'' tension of the option for two months upon 
"payment of $5,000." 

So that the minutes of the meeting of August 
28th to which Judge Smith refers to establish the 
contention that Mayor Hetrick agreed to reim-
burse the stockholders merely tell us that the ques-
tion of the option was discussed and that Mayor 
Hetrick and Judge Smith were deputized not to 
sell but to procure an extension of the option. 
Mayor Hetrick carried out his part of this duty 
and the option, as is admitted, was extended to 
November 1, 1924. 

But the minutes are not at all the basis relied 
upon to establish a contract between Hetrick and 
the company. Judge Smith relates what hap-
pened at the meeting. It will be remembered that 
Judge Smith is the only witness for the complain-
ant who does testify as to the meeting of August 
28, 1924. Mr. J. Herbert Reid, the other witness, 
tells what happened between September 1st and 
November 1st, 1924. Judge Smith says, in sub-
stance (see his testimony, pp. 39, 40, 41 and 42): 

"The meeting of August 28, 1924, which is, 
'' I believe, the crucial meeting - my recollec-
' 'tion of this is rather dim-when the last 
'' extension was obtained * * * he (mean-
'' ing Hetrick) and I met at his office, an office 
'' on the ground floor of one building and he 
'' took me to another office upstairs and he 
'' telephoned to Mr. Gillespie or someone rep-

• 
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"resenting him and obtained the assurance 
'' of the extension.'' 

So it therefore appears that even before the meet-
ing was called the Judge had in mind, and pre-
sumably the others, that the purpose of the meet-
ing would be to extend the option. 

The Judge goes on further to say (p. 40, 11. 28-
31): 

"Then at this meeting of the 28th, which 
'' was a meeting of the board of directors and 
'' which is not reported in full in my minutes 
"he (meaning Hetrick) merely made a gen-
" eral statement" 

and then follows the statement of a discussion 
held in the meeting regarding the building of the 
hotels. Then the Judge further on says (p. 41): 

"So at that time we were faced with the 
"proposition as to what we should do. Prac-
'' tically all of the members of the board who 
''were there thought the best thing to do was 
"to sell the property; that is to take up the 
''-option in some way and make a disposition 
"of the property. Mayor Hetrick objected 
'' very strenuously to this * * * and I urged 
'' the meeting to give him an opportunity to 
'' interest other capital which he had asked 
"to do. It is my recollection that that meet-
"ing adjourned with the understanding he 
"would try to interest other capital and that 
"if he could not interest other capital he 
''would then arrange for a disposition of the 
"property, and it is my recollection that he 
"stated at that meeting that he had people 
"who were ready, able and willing, to use a 
"legal phrase, to take the property at an ad-
"vance sufficient to make us all whole. Just 
"the words he used I do not recall but that is 
"the ,substance of it. That is the way I carry 
"it in my mind" (p. 41, 11. 13-40; p. 42, 11. 
1-11). 
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It is singular, to say the least, that if there were 
a contract, which would have been the most im-
portant contract the company would have had to 
make, that it was not reduced to writing by Judge 
Smith, who was the legal advisor of the company. 
There is no contract stated even in what he says 
happened at the meeting. There was a discussion 
as to what course the company would take, and 
that discussion eventuated in the company author-
izing Judge Smith and Mayor Hetrick to extend 
the option. Complainant would like the Court to 
take the ''impression'' and the recollection and 
the ''understanding'' of Judge Smith as proof of 
a contra.ct without a single word of what terms 
of off er were made by Hetrick, or what terms of 
acceptance given by the company. Furthermore, 
the complainant does not •state anywhere, and it 
is a fact, that there was not any consideration 
whatever to Hetrick for doing such a thing. 

Further on ( p. 61, 11. 19-21 and see pp. 52 and 
61) this question was put to Judge Smith on cross-
examination: 

'' He ( meaning Hetrick) had not any spe-
'' cial powers as a director other than those 
'' the other directors possessed 1" 

and the answer of Judge Smith was: 

''It seemed he had the power.'' 
If he had possessed any power which was other 
or more extensive than what the other directors 
possessed, Judge Smith would not have answered 
the question in that way. Then this other ques-
tion was put (p. 61, 11. 28-40) : 

"Was there any consideration offered to 
"him for doing this 1" 

and the answer by Judge Smith was: 
'' The only consideration I know of was the 

'' giving of $5,000.00 to take over the option, 
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'' I mean to extend the option, and the direc-
' 'tion from the president to him to act as 
"president. This is the only consideration 
"that was giv,en to him" (p. 61, 11. 28-40). 

But the money, the $5,000.00, was paid to Gil-
lespie to extend the option and if he had any pow-
er to act as president that could only come from 
the by-laws of the comp.any and not from the 
president. If Judge Smith means the designa-
tion to Hetrick to act as president, stated in the 
letter of September 29, 1924 (marked Ex. C-9, 
p. 188), it will be noted that there wa,s no such 
designation and that letter merely expresses anx-
iety about the situation and tells Mayor Hetrick 
that he is the proper person to call a meeting. 
It does not even tell him to call a meeting. Be- . 
sides, what benefit would have accrued to Hetrick 
in carrying the $5,000.00 to Mr. Gillespie, or in 
calling a meeting, over the benefit that would have 
accrued to the co-directors 1 Hetrick would have 
obtained only such benefit as his stock holdings 
would entitle him to, in the :same manner as the 
other directors. 

Another thing to be noted with regard to the 
statement of Judge Smith (p. 41, 11. 16-20) "that 
practically all the members of the boa.rd thought 
the best thing to do was to take up the option in 
some way and make a disposition of the prop-
erty'' is this : there is not one word to inform us 
how they intended to do this or where they in-
tended to get the money, thus showing that the 
matter of taking up the option was merely a vague 
thought or hope at best in the minds of the direc-
tors. To take up the option would require the 
payment of $270,000.00, and we are not informed 
how they intended to g·et this sum of money. 

Judge Smith, on cross-examination, tells how, 
when he met Mayor Hetrick after August 28, 1924, 
when they were authorized to save the option and 
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pay the $5,000.00, that Mayor Hetrick had said 
he would do all he could to save this project but 
does not mention any specific promise or contract 
from Mayor Hetrick to the company, or any 
specific contract between Mayor Hetrick and the 
company. 

The meeting of August 28, 1924, was the last 
meeting of tho company and there are no minutes 
whatever after that. 

What Took Place After the Meeting on 
August 28, 1924. 

J. Herbert Reid s,ays that prior to November 
1st, 1924, when the last extension of the option 
expired, they had come to the conclusion that 
the project was too big and that the only remain-
ing thing to do was to take the profit that they 
anticipated all along if the land were sold, and 
reimburse their stockholders, and that this mat-
ter was frequently discussed with Mayor Hetrick 
and with Colonel McAlpin (pp. 70 and 71). Why 
shonld there be ,any discussion about the advis-
ability of selling the land if it had been decided 
at the meeting of 'August 28th that Hetrick was 
to assume this responsibility 1 

On September 29, 1924, Reid wrote to Hetrick. 
This letter states that a meeting of the directors 
ought to be called at once and the matter of dis-
posing of the land be taken up at once. It states 
his regret at not being able to be present, and 
tells Mayor Hetrick that, as vice-president, he 
would be the proper one to call the meeting (Ex-
hibit C-9, p. 188). It is to be remarked here that 
there is no reference to any agreement to dispose 
of the land, charged as having been made by Het-
rick in the meeting of August 28th, 1924. It shows 
that the question of what to do with the land was 
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still an open question, and that there was no con-
tract or agreement on the part of ,anybody to sell 
it, and Reid himself adds that they would all be 
chargeable with neglect by the stockholders if 
they did not take advantage of the opportunity 
to protect their interest. 

Finally they did meet, however, some time be-
tween the 1st and 15th of October (p. 73, 11. 3-22). 
They met either at Asbury Park or in Newark. 
Reid was then home, yet he did nothing whatever 
to call ,a meeting as he had suggested in his let-
ter. When Reid was asked what was his reason 
for stepping aside and letting the option expire 
(p. 73, 11. 22-40; p. 74, 11. 1-10) he stated it was 
because he was kept out of the State by reason 
of his brother's illness and because Mayor Het-
rick was the only one who had had any dealings 
at all with the representatives o the owners of 
the property, and because ,all previous options had 
been attended to by Mayor Hetrick. Therefore, 
it was not because of any contract that Hetrick 
had made according to the claim of Reid, and 
Judge Smith, to obtain money for the option or 
to dispose of the property. At the meeting of 
August 28, 1924, Mayor Hetrick contended that 
they must arrange for what they considered the 
one great need; that is, money to purchase the 
property (p. 93). He contended, that is to say, 
for work on the part of all concerned. There is 
no mention in the testimony that either Reid or 
Judge Smith called his attention to any contract 
which they believed he had made to dispose of 
the property, and they certainly would have done 
this if he had made such a contract. Mayor Het-
rick did put in every effort possible to aid in the 
matter. He wired Mr. Clark, of Chicago, who 
already, at his instance, had put in $10,000.00, 
asking him to put up another $10,000.00 but Mr. 
Clark refused, saying that the "Colonel" ought 
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to come across (pp. 93 and 94). He approached 
Colonel McAlpin, another director, but could ob-
tain no money there. He approached Mr. Watson 
of the bank (p. 94) but Mr. Watson's reply was 
that ' 'Our board of directors would not consider 
it" (meaning the proposition to lend money). 
There was therefore no money, and both Reid and 
Judge Smith ran away and either forgot all about 
the matter or neglected to do anything regarding 
it. 

Judge Smith tells us that he was busy in ,court 
and could not help ( p. 45, ). 20; p. 46, 11. 17-25). 
Mr. Reid did nothing. On September 8th, 1925, 
however, Reid wrote a letter to Hetrick telling 
him how those to whom stock was sold were refer-
ring to him for information, and then ,calling Het-
rick 's attention to what he said was his (Smith's) 

· understanding of the situation. That understand-
ing was that Hetrick was to take care 'Of the matter 
as stated in the letter, and that the investors were 
to get dollar for dollar ( See Exhibit C-10, p. 
190). Mayor Hetrick responded to this letter on 
the day after, calling the attention of Reid to what 
he had done and telling him how he had managed 
to interest people in the purcha 1sing of the land 
and the giving of an agreement that out of the 
first profits received from the land, the cash paid 
in to the treasury of the defunct Bradley Hotels 
System would be returned to the interested stock-
holders. He repudiates the insinuation and 
charges contained in the Reid letter. Judge Smith, 
on September 16, 1925, wrote a letter similar to 
the Reid letter to Mayor Hetrick. It will be 
noted that both of these letters are a palpable 
effort to shift responsibility. At that time the 
friends of Reid in Newark were evidently making 
it unpleasant for him, and he wrote this letter 
and then told Judge Smith, who wrote a similar 
letter. 
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Besides, with regard to the Reid letter, when 
was the understanding to which Reid refers made 1 
Reid could not have meant the meeting of August 
28, 1924, because he testifies to nothing regarding 
it. He could only have meant the meeting that 
took place after August 28, 1924, which was not 
a director's meeting, and which wa.s attended only 
by himself and Judge Smith and Hetrick, and they 
certainly had no authority at that conference to 
depute Hetrick, or anyone else, to give away the 
only asset of the company. Judge Smith also 
tells the Mayor that he had the same understand-
ing as Mr. Reid. But it must be remembered that 
the recollection of the Judge is, according to his 
own admission, hazy. 

And, furthermore, it must be remembered that 
Judge Smith himself admits that he is an ''inter-
ested party" (p. 58, 11. 1-10). It was when he was 
asked regarding the disposition of the stock, that 
he demurred against answering on the ground 
that he was interested. Naturally that interest, 
to protect hims.elf, would cause him the more 
easily to have even these under ,standings about 
what Hetrick said than he would if he had been a 
disinterested witness. I do not mean to say that 
Judge Smith did not mean to tell the fact as he 
remembered it, but I do say that the bent of his 
mind would be naturally affected by the fact that 
when he was testifying to these things which would 
involve Hetrick he was saving himself. As to 
Mr. J. Herbert Reid, he was saving himself also. 
He should have called a meeting of the directors 
and he failed to do it. The easiest way out, then, 
after he had neglected the whole matter for a 
year, would be to sit down and write a letter 
charging everything on Hetrick and making state-
ments in the letter which are not borne out by 
the evidence. 
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Hetrick, all through his testimony, tells what 
he did. He says ( p. 94, 11. 8-29) : 

'' I could do nothing further. The optional 
'' period .came on November 1, 1924. I had 
'' no money, and the company had no money, 
'' therefore the option was permitted to 
''lapse. My experience with property would 
"have taught me the impossibility of my say-
'' ing definitely to any board of directors or 
'' to any gentleman that I would positively 
"guarantee to take care of it and sell it. 
' 'I had already appealed to the people of 
'' Asbury Park, begging for subscriptions to 
"a company; i had seen that company which 
"I created and which I had received sub-
'' scriptions for four hundred and some odd 
'' thousand dollars and the money had to be 
"returned because of internal jealousies; 
'' I had gone through that; I had gone through 
'' that trouble and I knew or thought I knew 
''that I could not turn to anybody more than 
'' I had done to get money to carry along this 
".company, and what worried me was the pos-
" sibility that the moneys that had been paid 
'' into the treasury by innocent stockholders 
"for the purchase of stock." 

and further on he says, when asked '' Why was 
that uppermost in your mind 1'' : 

'' Because I was Mayor · of the City of As-
" bury Park. I was president of the Board of 
"Commerce. I had brought that property to 
"the attention of people all through the city 
"of Asbury Park time and time again. 

"Q. Was there any legal obligation1 A. 
"There was no legal obligation at all, but I 
'' felt I must endeavor to protect these people 
"if I could" (p. 96, 11. 13-20). 

It was the anxiety and solicitude for a man 
whose reputation might be reflected upon, and 
who wanted to protect investors whom he had 
invited into the proposition, even though there 
was no legal obligation for him to do it. 
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And assuredly there was no legal obligation, 
nor was there any consideration whatsoever, mov-
ing to Hetrick in the matter. 

Relations of Hetrick with Mr. Marshall, and Mr. 
Pettit, and with the Easte·rn Parkway-Bedford 
A venue Corporation and the Coast Holding 
Corporation. 

Mayor Hetrick met Mr. Marshall in March or 
April of 1925 (p. 96, 11. 24-40), and Mr. Marshall 
asked Mayor Hetrick how he had been operating 
with the Bradley Hotels System (p. 97, 11. 1-10), 
and the Mayor was reluctantly forced to confess 
that he was fearful the project could not be car-
ried through (pp. 96-97). Mr. Marshall then ex-
pressed the opinion that he might be able to raise 
the money to handle these lands, and as a result 
of the conversation the Mayor went to Mr. Gil-
lespie and put Mr. Marshall in touch with Mr. 
Gillespie ( p. 97). There was no compensation 
whatever paid to him in this matter ( p. 97, 11. 
20-26). As a matter of fact, Mayor Hetrick never 
received any commission from anybody, directly 
or indirectly, from this property. In other words, 
it cost him money (p. 97, 11. 25-26). He was 
not an officer or a stockholder of the Eastern 
Parkway-Bedford Avenue Corporation (p. 97, 11. 
27-28). The Eastern Parkway-Bedford Avenue 
Corporation was a New York corporation. The 
sale of the property to the Eastern Parkway-
Bedford Avenue Corporation was not negotiated 
by Hetrick (p. 99, 11. 15-20). He merely brought 
Mr. Marshall and Mr. Gillespie together (p. 99, 
11. 15-20). He received nothing for so doing. 
The property was conveyed to the Eastern Park-
way-Bedford Avenue Corporation. Then after-
wards the Coast Holding Corporation was formed; 
that is to say, the Coast Holding Corporation was 
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formed after the Eastern Parkway-Bedford Ave-
nue Corporation had taken the property. He suc-
ceeded in having the Coast Holding Corporation 
agree that out of the first profits accruing after the 
mortgages and expenses were met, if there were 
any such profits, to take care of the stockholders 
and he represented to the Coast Holding Corpora-
tion-that is to say, to Mr. Marshall and Mr. Pet-
tit, who were the moving spirits in this company 
-that it would be good business for them to do 
so ( p. 101, 11. 10-40). 

There was newspaper publicity about the time 
of the purchase of the Eastern Parkway-Bedford 
Avenue Corporation and the Coast Holding Cor-
poration (p. 111, 11. 29-33). 

This agreement with the Coast Holding Cor-
poration was made on May 15, 1925. This agree-
ment was obtained gratuitously for the benefit of 
those who had put money into the Bradley Hotels 
System. It shows that Mayor Hetrick did do all 
possible to protect the investors in that company 
when under no legal obligation to do so, and when 
Judge Smith and Mr. Reid had failed to do any-
thing to aid him, and when also all the other mem-
bers of the board let the proposition lapse and go 
by default. 

Comments on Brief of Appellant. 

In his brief, page 1, counsel for appellant says: 

'' the liability of Hetrick being based on his 
conduct as an officer and director of the cor-
poration as charged in paragraphs 5 to 8 of 
the bill of complaint. Upon this latter branch 
of the case it is only necessary to read the 
cross-examination of Hetrick (pp. 104-132; 
167-170), to indicate a liability." 

On cross-examination ( Case, p. 105, 1. 13) the 
attention of Hetrick was directed to a letter of 
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September 29, 1924, written by Mr. Reid to Het-
rick, expressing to Hetrick the opinion of Mr. 
Reid, who was the president, that a meeting 
should be called. Why, then, did not Mr. Reid, 
who was president of the company, call the meet-
fog or direct that a meeting be called? He merely 
expresses his opinion that a meeting should be 
called. Mr. Reid, the president, did nothing, but 
on September 8, 1925 (Exhibit C-10, Case, p. 190), 
he writes a letter to Hetrick telling him how he 
had informed the stockholders substantially that 
Hetrick had agreed to take care of them. This was 
a self-serving declaration written almost one year 
after the option had expired, and it was the first 
time that the president had shown any interest in 
the proposition since the expiration of the option. 
Then Judge Smith, on September 16, 1925 (Ex-
hibit C-8, Case, p. 187), sends a letter to Mayor 
Hetrick informing him that Mr. Reid told him 
how he had written a letter and expressing the 
idea that Mr. Reid's letter was a little harsh. He 
also states that he is being importuned by many 
of the interested parties in the proposition and 
that he thinks a meeting should be held. This was 
the first time after the expiration of the option 
that Judge Smith became interested in the matter, 
and this letter is likewise a self-serving declara-
tion. It is necessary to refer to what was actually 
done before the expiration of the option to find 
out whether there was or was not an agreement 
made. The fact is overwhelmingly proved all 
through the testimony that Mr. Reid and Judge 
Smith did not do anything in the matter but be. 
cause Hetrick had worked industriously they left 
the matter to him, hoping that everything would 
turn out all right, and then blaming him because 
he could not do the impossible when the ,stockhold-
ers and creditors began to complain to them. 
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Counsel for appellant, in his brief (p. 2), writes 
as follows: 

'' Although the scheme was Hetrick 's and 
he received the stock of the Bradley Hotels 
System for his option, and the stockholders 
unquestionably came in because of his connec-
tion with the proposition, he being the Mayor 
of Asbury Park (p. 85), and the president of 
the Board of Trade, he, like so many pro-
moters, did not put any money in the prop-
osition himself (p. 104), and he comes out of 
the transaction as a result of his handling of 
the option, as president of the Coast Holding 
Corporation which acquired the property and 
having already received moneys from that 
corporation (p. 133)." 

The scheme, as counsel calls it, was not by any 
means the scheme of Hetrick. On the contrary, it 
was the scheme of the Reids; that is to say, of Mr. 
J. Herbert Reid and of his brother, Walter, who 
gathered a number of their friends together and, 
through their friend, Judge Smith, formed a cor-
poration. Hetrick was taken in merely because 
he had knowledge of the property, having been 
interested in it through the old Bradley Lands 
Company. Hetrick, in procuring the option from 
Mr. Gillespie, was selected as the agent of the 
company because he probably knew Mr. Gillespie 
better than any of the others and could induce 
him better than anyone else to give the option. 

Appellant proceeds upon the assumption that 
the option was entrusted to Hetrick to dispose of 
it, whereas the truth of the matter is that Hetrick 
and Judge Smith were appointed a committee to 
obtain an extension of the option, and this they 
procured. When the property was sold to the 
Eastern Parkway-Bedford Avenue Corporation 
and the Coast Holding Corporation, there was 
newspaper publicity (Case, p. 111, 1. 30); yet none 
of the directors, except Mayor Hetrick, paid any 
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attention to the fact and it was not until a year 
afterwards that Mr. Reid wrote the letter of 
September 8th, 1925 (Exhibit C-10, Case, p. 190), 
and Judge Smith wrote the letter of September 
16th, 1925 (Exhibit C-8, Case, p. 187). 

Mayor Hetrick, in his letter of September 9th, 
1925 (Exhibit D-1, p. 202), said to Mr. Reid: 

'' Of all the officers and directors, including 
yourself as President, I was the only one con-
nected with the Bradley Hotels System who 
worked and worried and endeavored to pro -
tect the interests of persons who had invested 
money in the stock of that company" (p. 202, 
11. 13 to 19). 

And further on, in the same letter, he says to Mr. 
Reid: 

"It is gratifying to me to learn that after 
months and years you have finally been 
aroused to a conscious sense of your duty as 
President and Director of the Bradley Hotels 
System and that you are now giving some 
thought to the protection of the innocent 
stockholders who purchased stock and made 
certain cash payments on account or in full 
payment for same.'' 

Conclusion. 

It is respectfully submitted that the appeal 
should be, dismissed and the decree of the Chan-
cellor confirmed. 

Respectfully submitted, 

JAMES A. HAMILL, 

Solicitor for Respondent, 
Clarence E. F. Hetrick. 





New Jersey Court of Errors and Appeals 
Between 

PETER BENTLEY, Receiver of THE 
BRADLEY HCYrELs SYSTEM, INc., 

Appellant, 

and 

CLARENCE E. F. HETRICK, and 
COAST HOLDING CORPORATION, 

Respondents. 

On Bill, & etc. 

BRIEF ON BEHALF OF RESPONDENT 
COAST HOLDING CORPORATION. 

This is an appeal by the receiver of the Brad-
ley Hotels System, Inc., a corporation of Dela-
ware, from a decree of the Chancellor, advised 
by Vice-Chancellor FIELDER, dismissing the bill of 
complaint as to both defendants. 

The Question Involved. 
The sole question for decision is whether Coast 

Holding Corporation, the purchaser of three 
parcels of land situated in Asbury Park, New 
Jersey, from Eastern Parkway-Bedford Avenue 
Corporation, which in turn purchased in the open 
market the said three parcels of land, owes any 
duty to the receiver of Bradley Hotel System, 
Inc., a corporation which at one time held an 
option to purchase the said property, said option 
having expired five months before the contract to 
pli.rchase the land in question in the open market 
had been made by Eastern Parkway-Bedford 
A venue Corporation. 
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Facts. 

We dissent sharply from the statement of facts 
contained in appellant's brief. The facts are 
summarized clearly and correctly in the conclu-
sions of the learned Vice-Chancellor (p. 206). A 
more detailed statement of the facts than that set 
forth in the conclusions of the learned Vice-
Chancellor is as follows : 

On April 1, 1925,, Eastern Parkway-Bedford 
Avenue Corporation, a corporation of New York, 
purchased the land in question in the open 
market from Samuel A. Gillespie, as sole acting 
executor of and surviving trustee under the last 
will and testament of James A. Bradley, de-
ceased, for a cash consideration of $375,000 which 
was duly paid to said executor (p. 192, Exhibit 
C-12, p. 205; Exhibit D-4, pp. 158., 159; p. 135, fol. 
20; p. 15,6, fol. 30). The stock of Eastern Park-
way-Bedford Avenue Corporation was owned ab-
solutely and in fact in equal shares by Central 
Union Trust Company of New York, Henry H. 
Pettit and Isaac Marshall (p. 135, fols. 30-40; p. 
141, line 11). 

On or about July 27, 1923, Bradley Hotels Sys-
tem, Inc., a New Jersey corporation, organized on 
or about said date (p. 30, fol. 40), acquired by 
assignment from the defendant, Clarence E. F. 
Hetrick, an option, dated July 27, 1923, to buy three 
certain parcels of land situate in Asbury Park, 
New Jersey (p. 31, fols. 20-30; p. 32, fols. 10-20), 
for a price of $270,000 (p. 36, fol. 30; Exhibit C-3, 
p. 178). The land was owned by the estate of 
James A. Bradley, deceased, and the option owned 
by Hetrick had been purchased by him from Sam-
uel A. Gillespie, as sole acting executor of, and 
surviving trustee under, the last will and testament 
of said Bradley (pp. 177-182, 184-186: Exhibits 
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C-3-4-6). Before orgamzrng the Bradley Hotels 
System, Inc., Hetrick had organized another cor-
poration known as Bradley Lands Corporation for 
the purpose of taking over the aforesaid option 
and promoting the building of hotels on the 
sites covered thereby. The corporation had 
failed in its project, the money subscribed for the 
purchase of stock had been returned to the stock-
holders and the option retained by Hetrick (p. 86, 
fols. 10-20). No money was ev·er paid by the Brad-
ley Lands Corporation for the option (p. 103, fols. 
10-20). The Bradley Hotels System, Inc., had much 
the same experience. It is undisputed that five 
extensions of the option were obtained from the 
executor of the Bradley Estate (p. 90, fols. 1-10). 
These options were for periods of from two to 
three months and were renewed for a considera-
tion of $5,000 each (pp. 177-182; 184-186,; Exhibits 
C-3, C-4, C-6), and the purchase price was finally 
increased from the sum of $270,000 payable under 
the original option to $280,000. The management 
of the Bradley Hotels System, Inc., was conducted 
by a Board of Directors composed of thirteen 
or fifteen persons, of whom Hetrick was one 
(p. 107, fol. 30). Hetrick was also a Vice-President 
of the corporation and a member of the execu-
tive committee of the Board of Directors, the 
personnel of said committee being five of the di-
rectors of the corporation (p. 5,2, fols. 10-20). The 
plan of the company was to finance the purchase 
of the land and building of hotels by the sale of 
preferred stock and by borrowing funds from hotel 
men or bankers. Although the corporation was 
active for something more than a year, the total 
sales of preferred stock amounted to 529 shares, 
upon which a total of $36,223 was paid in (p. 28, 
fols. 10-20; p. 173, Exhibit C-1, p. 197; Exhibit C-15, 
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pp. 160, 161). The common stock consisted of an 
issue of 100,000 shares of no par value, all of which 
were issued to Hetrick, 49,000 being returned by 
him to the treasury of the corporation, 47,600 dis-
tributed among the remaining members of the 
Board of Directors and 3,400 shares retained by 
Hetrick (pp. 31-34, 58, fol. 40). 

These are the facts established by the testimony 
and found by the learned Vice-Chancellor (p. 207, 
fols. 10-20) : 

''Thereupon Hetrick directed that 51,000 of 
said shares be issued to him, to the two Reids 
and to various other persons who had been in-
duced to join the enterprise, and that 49',000 
shares be donated to the company's treasury." 

Certificates representative of this stock were 
never issued (p. 32, fol. 30; p. 83, lines 15-16). 

The option was many times in danger of lapsing 
(p. 59, fols. 10-20). The fourth extension of the op-
tion obtained by the company expired on Septem-
ber 1, 1924, and a meeting of the Board of Direc-
tors was held on August 28, 1924, to determine 
what steps were to be taken with respect thereto 
(p. 176-, Exhibit C-2, p. 36, fol. 40; p. 90, fol. 10). 
It appears that some of the members of the Board 
present at the said meeting were in favor of sell-
ing the option, while Mayor Hetrick and Judge 
Smith were in favor of retaining the option, ob-
taining a renewal thereof, if possible, and of bor-
rowing funds to go ahead with the project for 
which the corporation had been organized, namely, 
to build hotels upon the property (pp. 5-6-57, 9'2, 
93). Thereupon, Mayor Hetrick and Judge Smith 
were appointed a Committee of two to obtain an 
extension of the option (p. 176, fols. 30-40, Exhibit 
C-2; p. 53, fol. 30). An extension was obtained 
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by Mayor Hetrick to Novem 1ber 1, 1924 (p. 63, fol. 
10; p. 64, fol. 20; p. 90, fols. 10-30; p. 70, fol. 10; 
p. 94, fol. 10), although by that time renewals were 
hard to obtain (p. 9'1, fol. 40). No meetings of 
the Board of Directors, Executive Committee 
thereof, or of the stockholders of the Bradley 
Hotels System, Inc., have ever been held since the 
meeting of the Directors on August 28, 1924 (p. 176, 
fol. 30, Exhibit C-2; p. 62, fol. 10; p. 77, fol. 20). 

These facts are overwhelmingly established by 
the evidence of Hetrick, Reid and Smith, and are 
so found hy the learned Vice-Chancellor (p. 208, 
fols. 10-20) : 

"No further action with respect to the option 
was taken by the directors after August 28, 
1924, in fact, no meeting of the board was held 
for any purpose after that date and the option 
lapsed November 1, 1924." 

After the payment of the $5.,000 for the final op-
tion, the corporation had less than •$1,000 in assets 
aside from the option and when the Receiver, sub-
sequently appointed by the Court, took over the 
assets, the total property received by him was 
$171.37 in cash (p. 28, fol. 30). The option was 
never renewed and was therefore not in existence 
after November 1, 1924. Subsequent to the meet-
ing of August 28, 1924, and in or during the month 
of October, 19i24, Mayor Hetrick, Judge Smith 
and Herbert A. Heid, the latter the President 
of the corporation and a member of the Board 
of Directors, had an informal meeting, either 
at Asbury Park or the Newark Athletic Club 
or at Mr. Reid's office in Newark, the pre-
cise place not being fixed by the testimony 
of any of the witnesses (p. 44, fol. 30; p. 73, 
fol. 10; p. 95, fol. 20). These three gentlemen dis-
cussed the problem of financing the corporation. 
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Smith and Reid assert that they agreed on behalf 
of the Bradley Hotels System, Inc., to step aside 
and allow Hetrick to sell the land to another corpo-
ration or to some other people who would be able 
to promote the hotel project and development 
which Mayor Hetrick wished, on the condition 
that Mayor Hetrick would obtain from the new 
group sufficient moneys to pay the stockholders of 
Bradley Hotels System, Inc. (pp. 45, fol. 20; p. 65, 
fol. 20; p. 72, fol. 20). Smith's recollection of 
the matter is dim (p. 45, fol. 10). But even Reid 
and Smith s1ay that this alleged agreement was 
made only with them and not with the Board of 
Dfrectors of the corporiation (p. 6-6, lines 1-10). 
Mayor Hetrick on the other hand claims that he 
made no such agreement, but does assert that 
he said that he would do all in his power to 
protect the stockholders of Bradley Hotels System, 
Inc. (p. 94, fol. 30; p. 96, fol. 10; p. 99, fol. 
30; p. 104, fol. 10; p. 112, fol. 30; p. 115, fol. 
30). His experiences in trying to develop real 
pirope:rty for the civic purposes of Asbury Park, 
and with this particular proposition had tau.ght him 
the futility of making any such promise (p. 95, 
fol. 30). Nothing appears in the record or in the 
minutes of the Bradley Hotels System, Inc., which 
would indicate that Messrs. Smith and Reid had 
any authority expressed or implied to thus give 
away the only asset of the corporation (aside from 
cash), the interests of which they had sworn to 
protect. It seems inconsistent that Smith and Reid 
should be willing, a short six weeks at most, after 
the meeting of August 28, 1924, to permit of the 
disposition of the property which they claim they 
authorized Mayor Hetrick to make, if the option 
had the great value asserted by them in their testi-
mony, and also the value which they claim they 
helieved the option had at the time of the Direc-
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tors' meeting above referred to. It lends support 
to Hetrick's testimony that the option was worth-
less because of the fact that the funds were lack-
ing to purchase the land and to develop the prop-
erty for the corporation, and that a buyer could not 
be found who would take the option off of their 
hands for any substantial amount. Reid says that 
the meeting took place some time early in October, 
"between the 1st and 15th" (p. 73, fol. 20). He was 
President of the corporation. He had plenty of 
time before November 1st, if he believed the op-
tion to be worth anything, to call a meeting for the 
purpose of getting authority to negotiate a safe 

·thereof, or to obtain another extension. As the 
matter then stood nobody had any authority to 
obtain an extension of the option or to dispose of 
it. Hetrick's contention that there was . no such 
agreement as that alleged by Smith and Reid is 
further borne out by the fact that as the time for 
the expiration of the option on November 1, 1924, 
drew near, he turned to everybody whom he be-
lieved would advance money sufficient to keep the 
option alive for another two or three months 
or for whatever period he might be able to obtain 
from Mr. Gillespie. It is important to note that 
he turned to all who had theretofore evinced a 
willingness to put up any money. He wired to 
Mr. Clark, and applied to Mr. McAlpin, Mr. Brit-
woods and to the bank in Asbury Park for funds. 
He was refused by all of these people (pp. 93-94, 
203, 204, Exhibits D-2, D-3). It was testified that 
neither Messrs. Smith or Reid had any more money 
to put into the proposition (p. 46•, fol. 20; p. 64; p. 
104, fols. 20-30), and that Mayor Hetrick had ap-
pealed to those who would be most likely to fur-
nish funds. At the Hetrick, Reid, Smith meeting, 
Smith, on leaving Hetrick testifies that "I told him 
(Hetrick) he could not get any more help from 
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me" (p. 45, fols. 30-40). Hetrick was not under 
a duty and had no authority to call any meeting 
of the Board of Directors or of the stockholders 
(p. 102, fol. 10). Thereupon the option lapsed on 
November 1, 19i24. This is · conceded by the com-
plaint and by Reid and Smith (p. 7, fol. 40; Com-
plaint, Allegation '6; p. 64, fol. 20; p. 70, fol. 10; p. 
74, fol. 40; p. 77, fols. 1-10). 

The learned Vice-Chancellor has found that 
there is absolutely no proof that Hetrick made the 
request and promise alleged by Reid and Smith, 
and as asserted in the complaint, and finds (p. 
209, fols. 10-20): 

"There is no proof that Hetrick requested 
his fellow officers and directors to permit him 
or a corporation to take over the option or 
the property, or that, in such event, he or it 
would pay the creditors and stookholders of 
Bradley Company; or that he allowed, or in-
duced his fellow directors to permit the option 
to lapse so that he or a corporation might pur-
chase the property." 

At this point the Bradley Hotels S~stem, Inc., 
passes out not to reappear until September 8, 1925. 

The Bradley Estate had owned considerable land 
in the immediate neighborhood in which the prop-
erty in question is situated. Theretofore one Isaac 
Marshall had purchased certain adjoining lots 
from Mr. Gillespie, as Executor of the Bradley 
Estate, and was interested in real property opera-
tions in Asbury Park (p. 155, fol. 20). He learned 
that the option of the Bradley Hotels System, Inc., 
had expired in the fall of 1924, that the land was 
put on the general real estate market in Asbury 
Park, and was offered for sale by various brokers. 
Some of them offered it to him (p. 15-5, fol. 40; p. 
163, fol. 20). Marshall was also a stockholder, 
officer and director of the Eastern Parkway-Bed-
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ford Avenue Corporation, a New York corporation 
organized in 1921 or 1922, whose chief holding con-
sisted of a forty-two year lease on certain real 
pmperty in Brooklyn, New York (p. 134, fol. 
10). The Eastern Parkway-Bedford Avenue Cor-
poration had :financed the purchase of its in-
terest in this land by borrowing $400,000 from 
Central Union Trust Company of New York, which 
transaction occurred in 1921 or 1922. Payments 
on the loan had been slow up to the spring of 
19-25, and the corporation then owed the bank 
about $375,000 on its obligation. The bank took 
up the question with the officers of the Eastern 
Parkway-Bedford Avenue Corporation, one of 
whom was Marshall, of evolving methods for a 
speedier liquidation of the obligation of Eastern 
Parkway (p. 134, fol. 10). The stockholders of the 
Eastern Parkway at that time were and now are 
Henry H. Pettit, the said Isaac Marshall, and Cen-
tral Union Trust ,Company of New York, each of 
whom owned one-third of the stock of the corpora-
tion (p. 135, fol. 30). The Central Union Trust 
Company of New York owns its stock absolutely 
and not as pledgee, bailee, or otherwise for anyone 
(p. 136, fol. 10). It is claimed in the brief for the 
appellant that said company holds said stock 
merely as security despite the direct and emphatic 
testimony of Mr. Muhleman to the contrary (p. 141, 
fol. 10). The directors of the Eastern Parkway-
Bedford A venue Corporation were, and now are, 
the said Marshall, Henry H. Pettit, and Donald C. 
Muhleman, attorney for the corporation, and also 
for the Central Union Trust Company of New 
York (p. 13.6, fol. 10; p. 151, fol. 20). 

At this time, Marshall advised his fell ow stock-
holders and directors that the lots in question were 
being offered for sale by various real estate brokers 
in Asbury Park for $300,000; that he believed with 



10 

proper development a great deal more could be 
realized from the · property (p. 15·6, fols. 30-
40). Mr. Muhleman went down and looked at 
the land and several appraisals were had which 
indicated that the property was worth more (p. 
135, fols. 10-20; p. 139, fol. 30). Thereupon, Cen-
tral Union Trust Company of New York agreed 
to loan to the Eastern Parkway-.Bedford A venue 
Corporation a sum sufficient to enable it to pur-
chase these additional lots under the condition that 
the property should be subject to a lien of the com-
pany for the full obligations of the corporation (p. 
134, fol. 40; p. 15,6, fol. 40). All of the stock of the 
company was put up as collateral security for the 
loan (p. 135, fol. 30). 

About this time, March or April, 1925 (p. 156, 
fol. 10), Marshall, while going to Asbury Park 
where he lived, met Mayor Hetrick by chance on 
the train and took up with him the proposition 
of purchasing this land. Hetrick told Marshall 
that he could get it for him for $280,000, which 
was $20,000 less than it was being offered for in 
the street (p. 96, fol. 20; p. 156, fol. 10). The 
learned Vice-Chancellor has so found (p. 210, 
fol. 10). Marshall knew that the Bradley Hotels 
System, Inc., had failed and that the option had 
lapsed (p. 16-3, fol. 10). Hetrick testified on exam-
ination before the Receiver that he told Marshall 
that he was afraid that the Bradley Hotels System, 
Inc., would not be able to go through with the 
proposition and that it would have to lose the 
option (pp. rn7-l68). Hetrick testified at the 
trial before the Vice-Chancellor that he tried 
to convey to Ma;shall the idea that the option 
was still good, but that they would not be 
able to put over the project which he had 
always endeavored to carry out (pp. 119-120). 
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The upshot of the conversation was that Hetrick 
went to Gillespie to buy the land for Marshall 
for $280,000, but did not say for whom Marshall 
was acting or whether he had any authority to 
act for anybody (p. 118, fol. 10; p. 156, fol. 10). 
Marshall himself went to see Gillespie several 
times (pp. 156-157). He saw him once at his home 
in Morristown (p. 157). Gillespie would not sell 
the property for $280,000, but insisted upon re-
ceiving $300,000 for it (p. 156, fol. 20). Thereafter 
and at the time of the signing of the contract on 
April 1st, he raised the price to $345·,000, plus as-
sessments of some $25,,000 (p. 156, fol. 30). The 
learned Vice-Chancellor has so found (p. 210, fol. 
20). The property was purchased by the Eastern 
Parkway-Bedford Avenue Corporation amid lots of 
newspaper publicity (p. 111, fol. 30), at which time 
no stockholder, director or officer of the Eastern 
Parkway-Bedford Avenue Corporation knew, had 
notice of, or cause to believe that Hetrick or the 
Bradley Hotels System, Inc., had any option to 
buy the land from Gillespie, or that Hetrick had 
any agreement with the Bradley Hotels System, 
Inc., or with Judge Smith or with Mr. Reid, to let 
the option lapse and then sell the option for an 
amount sufficient to repay the stockholders of 
Bradley Hotels System, Inc., the amounts of their 
investments. Hetrick had never met anyone con-
nected with the Eastern Parkway-Bedford Ave-
nue Corpnration except Ma:I'shall. He had no 
agreement with Eastern Parkway-Bedford Ave-
nue Corporation. He did not know that com-
pany (p. 100, fol. 1; p. 124, fol. 30). All that he 
ever told Marshall was that he wished to get 
enough out of the sale to protect the stockholders 
of Bradley Hotels System, Inc., as he felt that 
he had a moral, but no legal, obligation to do so 
(p. 96; p. 100, fol. 20; p. 101, fol. 20). Marshall 
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in turn had done nothing more than to tell Het-
rick that he, as an individual, would see what 
he could do to help Hetrick realize his wish (p. 
100, fol. 20). Marshall made certain from Gil-
lespie that the option had expired on the day of 
signing the contract, and obtained· a letter (p. 
102, fol. 10; p. 205, Exhibit D-4), which was ad-
dressed to Hetrick, dated that day, to the effect 
that the moneys of the Bradley Hotels System, 
Inc., were forfeited under the option agreement. 

The appellant, in his brief, attempts by innu-
endo to minimize Exhibit D-4, .because it speaks 
of "Bradley Lands Corporation" instead of 
"Bradley Hotels System." The evidence is clear 
that the Bradley Lands Corporation never had 
paid any amount on account of its option (p. 103,, 
fol. 20), and that Bradley Hotels System had paid 
$30,000, as mentioned in said letter, in amounts 
of $5,000 for the option, and $5,,000 for each of 
the five extensions of said option. 

Thereupon on April 1, 19'25, the contract with 
Gillespie for the purchase by Eastern Parkway-
Bedford Avenue Corporation was signed. There-
after the subject of Hetrick's wish was communi-
cated to Mr. Muhleman and Mr. Pettit, the other 
directors of the Eastern Parkway-Bedford A venue 
Corporation, for the first time. Mr. Muhleman 
insisted that the corporation could have nothing 
to do with any such arrangement and that the 
corporation refuse to take any action with respect 
thereto, until the principal and interest of the loan 
by the Central Union Trust Company of New York 
was paid out of the New Jersey property and/or 
out of the New York property of Eastern Parkway-
Bedford A venue Corporation. This amounted to 
a total sum of $745,000 advanced to the Eastern 
Parkway-Bedford A venue Corporation (p. 136, 
fol. . 40; p. 138; p. 135, fol. 30), Marshall 
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wanted the benefit of Hetrick's knowledge of 
Asbury Park and his experience in handling 
properties thereof and his good-will and the 
good-will of the people of Asbury Park (p. 159, 
fol. 30). The corporation had no funds to pay 
salaries at that time. Therefore in order to obtain 
the benefits of Hetrick's experience, ability, etc., 
and in order to enable him, Hetrick, to fulfill what 
he believed to be his moral obligation to return 
to the stockholders of the Bradley Hotels System, 
Inc., the amounts paid in by them on their stock, 
a new corporation was organized, known as the 
Coast Holding Corporation, and the Asbury Park 
properties of the Eastern Parkway-Bedford Ave-
nue Corporation were sold to the Coast Holding 
Corporation on May 12th, four days after the tak-
ing of title to Eastern Parkway-Bedford Avenue 
Corporation for the sum of $745,000, and mort-
gages taken back by the Eastern Parkway-Bedford 
Avenue Co~poration which were assigned to Cen-
tral Union Trust Company of New York as security 
for their loan (pp. 137-13,9'). Thereafter and under 
date of May 15, 1925,, Coast Holding Corpora-
tion, voluntarily and without any consideration 
therefor, made an agreement with Hetrick whereby 
out of the first profits realized out of the Asbury 
Park lands, Coast Holding Corporation would pay 
or cause to be paid to Hetrick the sum of $36,223, 
being the amount paid in on stock subscribed for 
by the stockholders of the Bradley Hotels System, 
Inc., according to the statements of Hetrick. The 
agreement was ratified by the Board of Directors 
on said date and actually delivered to Hetrick some 
months thereafter, being held up by Mr. Muhle-
man until receipt of the list of the stockholders 
of the Bradley Hotels System, Inc., which was to 
be appended thereto and to show to whom Mayor 
Hetrick intended to pay these . funds upon their 
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receipt by him (p. 136, fol. 30; p. 138, fol. 20). 
Mr. Muhleman's testimony was clear on this point 
that the period of four or five months was after 
May 15, 1925, and not from November, 1924, to 
April, 1925, the day the appellant by innuendo 
seeks to convey to the Court in his brief. This 
is further confirmed by Hetrick and by Smith's tes-
timony that Hetrick told Smith the contract was 
made but had not been formally delivered in Sep-
tember, rn,25, (p. 48, fol. 20; p. 112, fol. 10; p. 172, 
fols. 10-20). 

POINT I. 
The appellant had no rights in the property 

after November 1, 1924. 

This is shown by the chronology of the case. 
The chronology follows : 

1921 or 1922~Eastern Parkway-Bedford A venue 
Corporation, Incorporated (p. 134, 
fol. 10). 

July 27, 1923------..Bradley Hotels System, Incorpo-
rated (p. 30, fol. 40). 

July 27, 1923-Option from Bradley Estate to Het-
rick (pp. 31-32). 

July 30, 19'23-Minutes of Directors' meeting of 
Bradley Hotels System (pp. 28, 31, 
173, fol. 30, Exhibit C-2). 

Aug. 20, 1923-Hetrick letter to Bradley Hotels 
System (pp. 33, 175, Exhibit C-2). 

Aug. 24, 1923-Directors' Meeting Bradley Hotels 
System (pp,. 33, 174, fol. 30). 

Nov. 1, 1923-E:xtension agreement between Gil-
les.pie and Hetrick (pp. 35, 177, Ex-
hibit C-3). 

Mar. 24, 19'24-Authority to extend option (p. 36, 
fol. 10). 
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May 1, 1924-Extension agreement (pp. 36, 180, 
Exhibit C-4). 

Aug. 28, 1924-Meeting of Directors of Bradley 
Hotels System (p. 176, fol. 30). 

This is the meeting referred to by Judge Smith 
as the "Crucial Meeting" and there is no record of 
any meeting after this (p. 39). 

Sept. 1, 1924------Extension agreement (pp. 37, fol. 
10, 184, Exhibit C-6). 

Sept. 1, 1924-Last time the option was renewed 
(pp. 63, 64, 70, 90, 94). 

Sept. 3, 1921-Letter with checks for extension 
(pp. 37, 183, Exhibit C-5). 

Sept. 4, 1924-Letter from Hetrick to Smith (pp. 
38, 186, Exhibit C-7). 

Sept. 29, 1924-Letter of Reid to Smith and Het-
rick (pp. 43, 188, Exhibit C-9). 

Oct. 3, 1924-Letter of Hetrick to Smith (p. 44, 
fol. 20). 

Oct. 1-15, 1924-Smith, Reid and Hetrick have in-
formal meeting (pp. 44, 45, 73, 95). 

Oct. 28, 1924-Hetrick wired Clark, approached 
McAlpin, Britwoods, etc. (pp. 93, 
94, 203, 204, Exhibit D-2). 

Oct. 28, 1924-Telegram from Clark to Hetrick 
(pp. 94, 95, 204, Exhiibit D-3). 

Nov. 1, 1924-Bradley Hotels System option ex-
pired (pp. 8, 64, 70, 74, 77). 

A month before Marshall met Hetriok in the 
spring of 1925 the property had been offered to 
Marshall (pp. 155, 163). 

Spring of 19~real estate men in Asbury Park 
offered the property to Marshall (pp. 15·5-163). 

March or April, 1925, Hetrick met Marshall (pp. 
96, 156). 

Spring of 1925, Marshall and Gillespie met in 
Morristown (pp. 156, 157). 
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Apr. 1, 19'251-----Letter of Gillespie, executor, to 
Hetrick (pp. 82, 192, Exhibit C-12). 

Apr. 1, 19:25-Letter from Gillespie to Hetrick 
(pp. 103, 205, Exhibit D-4). 

Apr. 1, 19'25-Hetrick read D-4 to Marshall (pp. 
102, 158). 

Spring of 19:25-C-12 brought to Marshall by Het-
rick (p. 158). 

Apr. 17, . 1925-Coast Holding Corporation incor-
porated (pp. 79, 191, Exhibit C-11). 

Apr. 21, 1925-First meeting of ,Coast Holding 
Corporation (pp. 79, 193, Exhiibit 
C-12). 

May 8, 1925-Deed of Gillespie to Eastern Park-
way-Bedford A venue Corporation 
(pp. 84, 195, C-13. This deed was 
recorded May 9th. 

May 12, 1925-Deed of Eastern Parkway-Bedford 
Avenue Corporation to Coast Hold-
ing Corporation (pp. 84, 19'6, Ex-
hibit C-14). This deed was record-
ed May 20th. 

After the property was purchased by the Eastern 
Parkway-Bedford Avenue Corporation, Marshall 
told Muhleman of the proposition concerning the 
$36,223,.00 (pp. 137, 138). 

May 15·, 1925-Agreement between Coast Holding 
Corporation and Hetrick (pp. 136, 
138, 84, 197; Exhibit C-15). 

May 15, 1925---Directors' Meeting Coast Holding 
Corporation, approving agreement 
(pp. 80, fol. 10; 193, fol. 20, Exhibit 
C~12). 

Sept. 2, 1925--Directors' Meeting of Coast Holding 
Corporation (pp. 80, 193, · fol. 20, 
Exhibit C-12). 

Sept. 8, 1925--Letter of Reid to Hetrick (p. 54). 
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Sept. 16, 1925---Letter of Smith to Hetrick (pp. 39, 
187; Exhibit C-8). 

Sept. 26·, 192.5-Meeting of Smith and Hetrick. 
Smith also knew about sale of land 
from the newspapers (p. 48). 

Sept. 26, 19'25~Hetrick told Reid or Smith about 
transfer to Coast Holding Corpora-
tion and of contract on pages 36, 
223, (p. 48). 

April 20, 1926-Directors' Meeting of Coast Hold-
ing Corporation (pp. 81, fol. 40, 
19'4, fol. 30, Exhibit C-12). 

May 11, 1926-Complainant appointed Receiver of 
Bradley Hotels System (p. 28). 

May 14, 19Q6-Newspaper interview of Hetrick 
(pp. 130, 200, Exhibit C-16). 

Fall of 1926, Hetrick, Marshall and Pettit got 
some money (about 50% to 80% of resolution of 
:qecember 2, 19'25,), from Coast Holding Corpora-
tion (pp. 131, 146, 161, fols. 10-20). 

No money ever paid to Hetrick, Marshall, Muhle-
man or Pettit under resolution of meeting of April 
20, 1926, (pp. 146, 161, fols. 10-20). 

Mr. Muhleman first heard of the Bradley Hotels 
System when he received the bill of complaint in 
this action (p. 141, fols. 20-30). 

These dates show the inactivity of the Bradley 
Hotels System after the failure to secure the money 
to exercise or extend the option on October 28, 
1924. This inactivity except on the part of Hetrick 
continued until the letter of September 8, 1925, in 
lhe fall of the following year. 

These dates also show that Marshall did not be-
gin to negotiate for the property until after it 
had been offered to him by real estate agents in 
Asbury Park in the spring of 1925, prior to his 
meeting with Hetrick. In addition to this, before 
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the contract was entered into between the Eastern 
Parkway-Bedford Avenue Corporation and Gil-
lespie, executor, a letter was obtained on April 1, 
1925, set forth on page 102, fol. 30, to the effect 
that the executor considered the money paid on 
account of the option as forfeited under the terms 
of the agreement. This taken in connection with 
the facts that the option had been for $270,000 and 
the price paid iby the Eastern Parkway-Bedford 
Avenue Corporation was $345,000 plus $25,000 
taxes and assessments, effectually disposes of the 
appellant's suspicion that the purchase by Eastern 
Parkway-Bedford Avenue Corporation was de-
signed to reap the benefit of the lost option to 
Bradley Hotels System. 

The testimony is. clear as to why the Coast Hold-
ing Corporation made the agreement of May 15, 
1925, by which Pettit and Marshall subordinated 
their equity in the property to the payment of 
$36,223. The good-will and cooperation of the 
Mayor of the town was useful to them and that 
good-will would be considerably diminished if the 
persons who had contributed the $36,223 through 
Hetrick's efforts should lose these moneys. 

POINT II. 
Hetrick was abandoned by his fellow direc-

tors of Bradley Hotels System, Inc. 

"I told him he could not get any help from me." 
Judge Smith, page 45, folios 30-40 of Testimony, 
and on page 46,' folio 20, he says: 

"I told him that I could not help, that I was 
busy in Court and could not help, and the op-
tion would expire on the first. From what 
Mayor Hetrick had said to me about his ability 
to get extensions, I left it with him to handle 
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it, knowing that we could not put up any 
more money unless he did something, so that 
the matter just went along from that time." 

And on page 5,6, folio 20, in reference to the last 
meeting of directors on August 28, 1927: 

"Q. That is, Mayor Hetrick persuaded the 
others to renew the option and not to sell the 
land then? A. I would not say to renew the 
option. That was decided on. They wanted 
to sell the land then. Renew the option and 
then dispose of the land. 

"Q. So, the renewal of the option was de-
cided on at that time? A. Yes." 

This was the option that was renewed on Sep-
tember 1st, and which expired on November 1st, 
1924. There was no further corporate action to 
renew the option beyond that day. And on page 
63 is the following: 

"Q. When this meeting was held on August 
28th, 19i24, and you were appointed along with 
Mayor Hetrick to look after this option, when 
did you find that the option had expired? A. 
Well, the option was up, as I recall it about 
November 1st, and it was in Mayor Hetrick's 
hands either to extend it in some way without 
money from the Company, because it did not 
have any, or to let it lapse." 

And Mr. Reid, the president, testified as follows 
on page 76, folio 30: 

"Q. You told us that the reason you did 
nothing about saving this option, was because 
you were not familiar with your property, and 
because you thought Mayor Hetrick would 
take care of it? A. Yes. 

"Q. But you did nothing at all because of 
that? A. Yes, that is right." 

And on page 78, folio 30: 

"Q. And you also say that it was the illness 
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of your brother in Baltimore that prevented 
you from being on hand to prevent the expi-
ration of the option? A. Yes." 

The whole trouble was that no one would put up 
the necessary money for the renewal of the op-
tion. Hetrick made strenuous efforts to get money 
for the renewal. He refers on page 913, lines 5 and 
6 to the "One great need," that is, the money that 
was necessary to purchase the property, and he ar-
ranged in various ways to secure from members of 
the Board moneys for that purpose. He approached 
Colonel McAlpin and H. H. Clark. Neither would 
act. As a last resort on October 28th, two days 
before the option expired he wired Mr. Clark ask-
ing him to assist the Company with -$10,000 so 
that Hetrick could go to Gilles.pie and ask him for 
an extension of the option, the Company having 
less than $1,000 in its treasury. He approached 
Mr. Clark, Colonel McAlpin and Mr. Britwoods. 
He even tried at a bank to arrange for raising the 
necessary money. ~'I could do nothing further, 
the optional period came on November 1st, 1924. I 
had no money and the company had no money, 
therefore, the option was permitted to lapse. My 
experience with property would have taught me 
the impossibility of saying definitely to any Board 
of Directors, or to any gentleman, that I would 
positively guarantee to take care of it and sell it" 
(p. 9l4, fol. 10). 

The long silence and inactivity of Judge Smith 
and Mr. Reid between September, 1924, and the 
fall of 1925 is explained by the fact that they knew 
the corporation could not advance the money for 
the option, and unless Hetrick could fix it up in 
some fashion, . it was up to him to let the option 
lapse. As Judge Smith says: Reid, Smith, McAl-
pin, Clark, Britwoods, and the bank could not help 
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him. From the testimony of Smith and Reid, one 
would think that the question was whether to go 
on with the hotel scheme or sell the land. The 
company never had any land. It never had any 
interest in the property, except an option to exer-
cise which it was necessary to pay the purchase 
price, and no money was forthcoming for this 
purpose. The option could not be extended except 
on the payment of money for the extension. De-
spite Hetrick's strenuous efforts to obtain money 
he was unsuccessful through no fault of his. Mr. 
Reid in his letter of September 8th, 1925 (p. 190, 
Exhibit C-10, fol. 20), long after in the next year, 
says: 

"However, my previous letters to you asking 
for information regarding the return to be 
made to the Bradley Hotels System out of 
the proceeds from the sale of the land which 
was held by our Company under option have 
all remained unanswered." 

It is difficult to see how he could have thought 
that there would be any proceeds from ~he sale 
of lands held by the company under option, and 
on page 74, folio 30, he says that there was noth-
ing else for them to do except avail themselves 
of the opportunity to dispose of the land and 
at page 75, folio 20: "that the inducement 
was the reaping of the profit on the land 
to make a return to our investors" and this he 
says on the same page was due to the statement 
hy Mayor Hetrick that he could sell the land, that 
he had parties who were willing to buy it. From 
October 28th, 1924, to September 8th, 1925, no one 
connected with the Bradley Hotels System except 
Hetrick made any effort to do anything in respect 
of the Bradley Hotels System, Inc., interest. 
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POINT III. 

The alleged contract between Smith and 
Reid and Hetrick was a mere expression of 
hope and confidence. 

The officers and directors of the Bradley Hotels 
System, Inc., were well aware of the situation. 
As far back as the meeting of October 31, 1923-, 
the President (p. 34, fol. 30), in dealing with the 
option that was to expire on November 1, 1923, 
said that there were three alternatives: 

1. To abandon the option; 

2. To make the payment of $10,000 under the 
option; 

3. To pay $5,000 to the Estate of James A. 
Bradley and obtain an extension of the option 
for three months. 

At the meeting of August 28, 1924, page 12, Mr. 
Hetrick and Judge Smith were appointed a com-
mittee to arrange for an extension of the option 
for two months upon payment of $5,000., and on 
page 42, folio 10, Judge Smith says: 

"In other words if he could not get capital 
to go on with the proposition, he could dis-
pose of the property before the expiration of 
the option. It was on that condition that the 
extension was authorized." 

And Judge Smith says again on page 45·, fol. 
30: 

"He (Hetrick) left with the understanding 
on my side that he was willing to handle the 
negotiations for the disposal of the prop-
erty." 

And on page 56, fol. 20, Judge Smith said that 
Hetrick said that he was going to try to carry 
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the hotel project through, or he was going to put 
the sale through. And on page 59, folio 20: 

"Q. The net result of the talk was that he 
would do all he could to save this project, 
that he was going to use his best endeavors? 
A. Yes. I think he talked that way at the 
meeting." 

And on page 63, folios 1-10, in the middle, he says: 
"That it was in Mayor Hetrick's hands 

either to extend the option in some way with-
out money from the Company, because it did 
not have any, or to let it lapse." 

When Judge Smith was asked to point to any 
promise of Mayor Hetrick's to pay, he said, on 
page 64, folios 36-40, that there was not a direct 
promise to pay, but he would call it a promise 
from the fact that Mayor Hetrick said he had 
people that would buy this particular property, 
and he would arrange its sale for a sufficient sum 
to pay all these people. And, at page 65, folios 
1-10, in reiterating that he would call the above 
a promise, he answered that Mayor Hetrick was in 
charge of the option and let the option expire. 
But as nobody connected with the Company 
would put up the necessary money to extend the 
option, or to exercise it, this can only mean that 
Judge Smith thought that Hetrick should furnish 
the money himself. On page 65, folios 20-30, 
when asked to state as accurately as he could, 
what he would consider the words were that 
Mayor Hetrick used which constituted a promise, 
Judge Smith said: 

"A. Well, I would say, it is pretty hard for 
me to give anything verbatim, but at that meet-
ing he was unable to get anybody who was 
going to put up the money to erect the hotel 
and Mr. Reid told him that he had to go ahead 
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and dispose of this property to the people he 
had. He said he would, and that was follow-
ing out the lines of the discussion at the m~et-
ing of August 28th when he said that if he 
could dispose of that property, he could get 
enough to take care of everybody, but he 
wanted first an opportunity to try and raise 
money. 

"Q. That is all that there was to the promise? 
A. Yes." 

The alleged promise was addressed to Mr. Reid 
and Judge Smith, and never to the Board of Direc-
tors (p. 66, fol. 1). How could Hetrick dispose 
of the option without the money or authority to 
exercise or extend it? 

At page 71, folios 1-10, Mr. Reid says that "Mr. 
Hetrick continued to tell us that he still felt that 
the undertaking could be financed, and that he felt 
that he could get in touch with the people who 
would finance it." This is the language of hope, 
not of contractual obligation. Mr. Hetrick in de-
scribing the same occurrences, says on page 92, 
folio 20: 

"I would say and always did say, and al-
ways acted in accord that I would endeavor, 
I would try, I would do everything in my 
power to consummate the plans that I had 
been working on which I had outlined for the 
development of this property. That was my 
endeavor, it was my earnest endeavor, and 
that today is my endeavor.'' 

On pages 93-94 Mr. Hetrick describes his efforts to 
prevent the lapse of the option, and he states on 
page 95, folios 10-20, that on August 28th, at the 
time of the meeting, he did not have in mind any 
corporation to which the property could he sold. 
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. Comments on Appellant's Brief. 
A very different case is presented by the brief 

from that set forth in the bill of complaint. The 
bill after stating Mayor Hetrick' 's relation to the 
Bradley Hotels System says that the directors and 
officers of that company, relying on Hetrick's rep-
resentation, allowed the option to expire, and Het-
rick thereafter organized the Coast Holding Cor-
poration, and in April, 1925, that company con-
tracted to purchase the land; that the Coast Hold-
ing Corporation knew of Hetrick's representations 
and the agreement that he had made with Bradley 
Hotels System, assumed Hetrick's obligations to 
the Bradley Hotels System and agreed with Hetrick 
that they, Coast Holding Corporation would pay 
all the creditors of Bradley Hotels System, and 
all the stockholders, the moneys actually paid by 
them; that Coast Holding Corporation has not 
paid the creditors and stockholders of Bradley 
Hotels System (pp. 7-8-9, Allegations 6-7-8). There 
is no suggestion of any fraud, conspiracy or re-
sulting trust. The prayers are for decree directing 
Hetrick or the Coast Holding Corporation to pay 
the creditors of the Bradley Hotels System, the 
stockholders' subscriptions, or in the alternative 
the value of the option of the Bradley Hotels Sys-
tem, and further that it be decreed that the com-
plainant has an equitable lien found due him, and 
that the land of the defendant, Coast Holding Cor-
poration, be sold to satisfy the lien. 

In appellant's brief his point on page 25 is 
that the Coast Holding Corporation is charged with 
the trust and obligation of Hetrick to reimburse 
the Bradley Hotels System for its expenditures as 
well as to reimburse its stockholders. 

The Coast Holding Corporation was incorpo-
rated April 17, 1925 (p. '79, fol. 20). On May 15, 
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1925, the agreement (C-15, p. 197) made by the 
Coast Holding Corporation with Hetrick was . ap-
proved ihy the directors (p. 80, fol. 10). This 
agreement recites the purchase of the land by the 
Coast Holding Corporation from the Eastern Park-
way-Bedford Avenue Corporation and the desire 
of Hetrick to receive from the Coast Holding Cor-
poration $36,223 to pay it "under the following 
conditions." The conditions are that Coast Hold-
ing Corporation agrees to pay Hetrick .$36,223 
which Hetrick desires to use 

"for the purpose of reimbursing certain per-
sons known to him, who were associated with 
him in transactions concerning the property 
subsequently acquired by the second party," 

which amount will be paid 

"out of any proceeds made by the second party 
after the payment of $745,000, the amount of 
the mortgages now liens on the property has 
been made, plus interest and all expenses and 
charges payable hy the second party/' 

The agreement further provided that the liability 
of the Coast Holding •Corporation should not ac-
crue until it has paid the present mortgages on 
the property plus interest, charges and expenses, 
and that the amount should in no way exceed 
$36,,223, no interest should he payable, and that 
the agreement should not in any event inure to the 
benefit of any person other than Hetrick, and no 
other person should at any time have any right 
to the whole or any part of the sum of $36,223. 

The appellant's brief seeks to make a point 
I 

that an unexecuted draft of an agreement differed 
in certain respects from C-15. Mr. Muhleman on 
page 144, line 27, explains the matter. He says 
"that agreement was never executed." He is re-
f erring to C-16 for Identification, but C-16 for 
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Identification was excluded on page 142, lines 16-
21, and in any event was never offered in evidence. 

Appellant's brief says (pp. 25-26), that Mar-
shall, Muhleman and Pettit knew that the Bradley 
Hotels System "had the option or a contract to 
purchase the property." This is erroneous. At 
that time the Bradley Hotels System had no option 
or contract, that was in March, 1925, five months 
after the option had expired (pp. 8, 64, 70, 74, 
77). Marshall as a matter of fact knew so little 
about the Bradley Hotels System that he thought 
they originally had a contract to buy until he heard 
the option had lapsed late in 1924 (p. 157, fol. 30). 

Marshall, Muhleman and Pettit did not know of 
any promise of Hetrick to pay the stockholders or 
directors of Bradley Hotels System, Inc., any 
amount. In fact the lean1,ed Vice-Chancellor has 
found there was no such agreement (p. 209, fols. 
l0-20). Some time after the Eas ,tern Parkway-
Bedford Avenue Corporation had contracted to 
purchase the land, Muhleman learned that Mar-
shall and Pettit wanted Hetrick to assist them in 
the development of the land and that Hetrick's 
only wish and hope was that he would be able to 
eventually receive funds sufficient to pay to the 
stockholders of Bradley Hotels System, Inc., enough 
to reimburse them for the amounts deposited on 
account of their stock subscriptions. 

Marshall had seen Gillespie who never told him 
that he imposed any condition upon the sale of 
the property. 

The evidence is also clear that the title to the 
property was not first taken in the name of Eastern 
Parkway-Bedford A venue Corporation for financ-
ing purposes. The Central Union Trust Company 
as the owner of one-third of the stock of said cor-
poration has very different interes ,ts from the 
stockholders of Coast Holding Corporation. 
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Muhleman's testimony is perfectly clear as to the 
manner in which the price was fixed by Eastern 
Parkway-Bedford Avenue Corporation, and Het-
rick's testimony as to this is not absurd as is 
stated on page 27 of appellant's brief. Hetrick in 
fact did not know anything about Eastern Park-
way-Bedford Avenue Corporation, and he never 
did know the underlying reason for the fixing of 
the price at $745,,000 (p. 100, fols. 1, 30-4'0; p. 
124, fol. 30) . Hetrick was out of the picture 
when the property was sold to Eastern Parkway-
Bedford A venue Corporation, and Marshall told 
him that he would "like to have him in this 
property at $745,000''' (p. l60, fol. 1) because, as 
he testified, the good-will of the citizens of Asbury 
Park and the assistance which Hetrick could give 
to Coast Holding Corporation in developing the 
land, made it good business to have him own stock 
of the corporation (p. rn9, fols. 30-40). This was 
the only way in which Hetrick could protect the 
stockholders of Bradley Hotels System, Inc., and 
that was all that he wanted to do, he did not want 
to have any interest in Coast Holding Corporation 
(p . 161, line 5). Marshall's and Muhleman's tes-
timonies clearly show that the stockholders of 
Bradley Hotels System will be protected under the 
terms of the agreement (C., 15), and that the 
$36,223 probably will be paid in another year. 

Muhleman's chief concern was not to see that the 
Trust Company did not violate any of the bank-
ing rules. This was unnecessary as no question 
of the violation of the banking rules was in-
volved. 

The statement that Marshall and the Coast Hold-
ing Corporation did not live up to the agreement 
(C-15) because salaries and bonuses were voted by 
Coast Holding Corporation to various officers, is 
also wrong, because the agreement expressly pro-
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vides for charges and expenses and there is no 
testimony to indicate that the amounts paid were 
not proper charges and expenses, furthermore, as 
above noted, in our statement of facts no part of 
the $15,000 salaries voted have ever been paid and 
no amounts except about $5,000 to $8,000 have been 
received by Marshall, Pettit or Hetrick, which sums 
were largely used as expenses for developing the 
land, and not for personal use (p. 161, fols. 10-20), 
nor is there any evidence to show that Marshall 
or the Coast Holding Corporation knew of any 
inducement or arrangement between the Bradley 
Hotels System and Hetrick which caused the Brad-
ley Hotels System to step aside and allow the Coast 
Holding Corporation to acquire the property. 
When Marshall first took up the matter with Het-
rick, the Bradley Hotels System had long since 
stepped out of the picture. Further, the learned 
Vice-Chancellor has found that there was no such 
promise (p. 209, fols. 10-20). 

POINT IV. 
The appeal should be dismissed and the 

decree of the Chancellor affirmed. 

Respectfully submitted, 

w ALL, HAIGHT, CAREY & HARTPENCE, 
Solicitors for Coast Holding Corporation. 

LARKIN, RATHBONE & PERRY, 
ALBERT C. w ALL, 

ALBERT B. MAGINNES, 

Of Counsel. 










