NEW JERSEY COURT OF ERRORS AND APPEALS,

Bet ween
Simon Daesheimer, ET ae.,
Complainants-Respondents,
AND

On Biee, &c.
On Petition oe

Gr aphic Arts Company, Appeae.

Defendant-Appellant.

BRIEF FOR COMPLAINANTS-RESPONDENTS

This is an appeal from a decree of the Court of Chan-
cery advised by Vice Chancellor Learning appointing a
Receiver of the Graphic Arts Company of New Jersey for
the purpose of pursuing assets of which it was unlawfully
(!eprived and which were taken from it without considera-
tion.

the facts.

The complainants in the bill seek to have a contract,
made on or about August 20, 1912, between the Graphic
Arts Company of New Jersey and a similar Company of

elaware, with a like capital stock, a similar name, and the
same stockholders in interest, declared null and void, and
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pray that the property of the Jersey company sought to be
taken away from it under that contract be restored to it,
and that the contract itself be declared to be illegal and
void, and that the rights of the complainant, Dalsheimer
as stockholder and creditor, and the Friedenwald Company
as creditor, be restored, and that the defendant directors
and the Graphic Arts Company of Delaware be liable for
the property of which they illegally deprived the New
Jersey Company.

The defendant, Graphic Arts Company of New Jersey,
filed an answer, admitting the facts, but setting up two
defences; first, that the transaction complained of was
legal, and second, that if it was not legal, the complainants
have no standing because they are guilty of laches.

The case was tried on the allegations of the bill, state-
ments in the answer and on exhibits, some of which were
annexed to the bill and others offered by the complainant
and by the defendants in the form of letters showing cor-
respondence between the parties from August, 1912, to
July, 1914. No witnesses were called. There is no con-
troversy as to the facts.

In addition to owning 412 shares of preferred and 412
shares of common stock of the Jersey Company, Dalshei-
mer, in August, 1912, was a creditor of the Company for
$3,000, with interest due thereon from dates named.

The other complainant, Friedenwald Company, was a
creditor for $3,500, with interest thereon.

These items of indebtedness are admitted by the defen-
dant in its answer.

The contract under which the assets of the New Jersey
Company were attempted to be transferred was dated
August 20, 1912, and is found on page 26 of the printed
book.
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After the contract was signed the Delaware Company
acquired the property and business of the Jersey Company
and continued to operate the same as theretofore located,
in Philadelphia, Pennsylvania. The consideration named
in the contract, $290,000.00, was never paid to the Jersey
Company or to anyone, but certificates of stock in the
Delaware Company were made out in the name of each
stockholder of the Jersey Company for a similar number
of shares, preferred and common, respectively, as each
stockholder held in the Jersey Company. These certifi-
cates of stock were exchanged from time to time by the
Delaware Company for certificates in the Jersey Company
for like amount” respectively,

~ ARGUMENT.

The majority of stockholders, who were also directors
and officers in complete control of the Jersey Company,
attempted, in the transaction above described, to- bring
about the winding up or dissolution of the New dJersey
Company at the least possible expense, and the distribu-
tion of its assets to the Delaware corporation, but so that
all the stockholders should have the same number of shares
and the same proportionate interest in the Delaware Com-
pany, carrying on the business, as they had in the Jersey
Company theretofore carrying on the same business, with
the same assets. The motive was to' save money because
of the less taxation charged against a Delaware corpora-
tion as compared with the tax charged against a New
Jersey corporation of like character.
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Such a proceeding could not be -accomplished by the
method pursued without the consent of all the stock-
holders.

The agreement sought to be imposed upon the stock-
holders of the Jersey Company was that a Delaware cor-
poration should be substituted for the Jersey corporation,
or, as the Vice Chancellor expressed it at the trial, “it is
simply a Jerseyman becoming naturalized in Delaware.

Unless all the contracting parties, that is, all the stock-
holders of the Jersey Company, agreed to the transaction
in its entirety, the transaction amounted to a breach of
the original agreement between the stockholders and was
ultra vires and void.

Kean vs. Johnson, 9 B q 4 01-

Pronik vs. Spirits Dist. Co., 58 B q 97-
Carver vs. Southern Iron Co., 78 B q 8r, 93.
Tooker vs. Sugar R. Co., 80 Bq3°5° 31T-
Mills vs. Central R. R. Co., 41 Bg., 13.

XL

The object of the directors and majority of stockholders
was to bring about the winding up of the Jersey Company.
They could not accomplish this without complying with
the statute, Corporation Act, Section 31, and their attempt
was therefore illegal and void.

It 1s contended by the defendant that this,transaction
was not an attempt to dissolve the corporation but was
a mere disposal of all of its property in accordance with
the clause in the certificate of incorporation which reads
as follows;
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“With the consent in writing and pursuant to the
vote of the holders of a majority of thei stock issued
and outstanding, the Directors shall have power and
authority to sell, assign, transfer or otherwise dispose
of the whole property of this corporation.”

It is established by the uncontradicted testimony that
the directors of the New Jersey Company intended to
abandon that corporation; they never intended to use its
corporate powers after they had once stripped it of its
assets. The first resolution on the subject was passed by
the stockholders at a meeting held January 18, 1910,
which has already been quoted, in which it was resolved to
consider the expediency of surrendering the New Jersey
charter of the Company and reorganizing under the laws
of another State.

The Executive Committee reported to the Board meet-
ing on August 9, 1912, in favor of a reorganization under
the laws of Delaware, in order to effect a saving of $270
per annum on taxation under New Jersey laws, and the
Committee recommended to the stockholders that such
change should be effected and a majority of the stock-
holders took action accordingly.

In fact, the Jersey corporation was abandoned upon the
execution of the contract and papers of August 20, 1912,
and those officers allowed its charter to be proclaimed void
for non-payment of taxes., which it had assets to pay at
the time said taxes cameJlue. Furthermore, in May, 1914,
H. S. Levy, the Secretary of the Company and a director,
advised the complainant Dalsheimer that there was no
New Jersey corporation; that its charter had been duly
surrendered. (See letter of May 5, 1914).

Under these circumstances, the action of the directors
and officers and majority of stockholders of the New Jer-
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sey corporation does not differ from that condemmned by
the Court of Appeals in Coler vs. Tacoma R. & P. Co., 65
Equity, page 348. In the latter case, the clause in the
charter under which simliar action taken by the Tacoma:
R. & P. Company, a Jersey corporation, was defended is
similar and almost identical with the clause above quoted
in the charter of the Graphic Arts Company of New
Jersey.

See Justice Dixon, for the Court of Appeals, 65 Equity,
page 349-

In the case at bar, the attempted transfer of all the prop-
erty of the Jersey corporation and the immediate abandon-
ment of its charter and the use of its charted powers, fol-
lowing the language of the resolutions above quoted, de-
claring the purpose to be to abandon New Jersey as a field
of corporate action, establishes beyond a doubt that the
transaction complained of was an attempted dissolution
of the corporation by a method contrary to Section 31 of
the Corporation Act, and therefore illegal and void.

I11.

If, however, it be considered that by mere non-action
of the directors, the Jersey corporation was legally dis-
solved, by refusal of the Company to pay its taxes and the
resulting proclamation of the Governor, then the directors
became trustees on dissolution and were bound to wind up
its affairs, pay its debts and distribute its assets.

What are the rights of the complainants upon the ap-
plication of such legal principles to the facts in hand ?

The directors were bound to pay the debts of the Jersey
Company, including the claims of the complainants as
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creditors, which the defendant Company does not deny and
which it had ample assets to pay.

The balance of the assets should have been distributed,
first to preferred stockholders to the par of their stock,
and accumulated dividends thereon at six per cent., and
the balance, if any, should have been distributed pro rata
among the holders of the common stock. As this method
was not pursued but the directors of the Jersey Company
stripped its treasury of its assets, for which the corporation
received no consideration whatever, the complainants were
entitled to have the assets of the Jersey corporation ad-
ministered upon dissolution according to law and the
statute in such case made and provided.

The assets of the company which should have been dis-
tributed on dissolution (if the transaction complained of
is held to be a dissolution), are either the property,
patents, machinery and business of which the Company
was illegally deprived by the contract of August 20, 1912,
which assets should be sold, etc., or if that contract should,
for the purpose of winding up, be held to be legal and the
result of a proper effort on the part of the directors to dis-
pose of its assets in order to make distribution to the Com-
pany’s stockholders, then such assets consist of the pur-
chase money agreed under that contract to be paid by the
Delaware Company, and for which consideration the Jer-
sey Company’s property was actually sold and delivered
some three years ago. That consideration was the sum of
$290,000, to which interest should be added from August
20, 1912,

The stock of the Delaware corporation was not the con-
sideration for the sale of the property; it was agreed to
be a cash transaction. To be sure the resolution of the
directors and stockholders of the Jersey Company stated
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the consideration to be the issuance of capital stock of the
Delaware Company direct to the stockholders of the New
Jersey Company, but, of course, such resolution was not
binding- upon the corporation at allthe corporation could
not contract to sell its property for a consideration to be
delivered to its stockholders and not to its own treasury;
nor did the directors of the New Jersey Company ever
adjudicate what the stock of the Delaware) Company was
worth, even if it had been resolved to sell the property of
the Jersey Company for that stock.

The contract itself of August 20, 1912, states in its
recital that the directors of the Delaware Company had
ascertained, adjudged and declared that the property and
rights of the Jersey Company were of the fair value of
$290,000, and that the acquisition thereof was necessary
for the business of the Delaware Company and the con-
tract was executed and delivered and the property referred
to in it transferred for that consideration.

If, however, it be found that the contract really was
that the property of the Jersey Company was $290,000
worth of stock of the Delaware Company, then, if the con-
tract be held to be legal, on dissolution that consideration,
namely, the Delaware Company s stock, should have been
disposed of and the money distributed as above indicated,
that is, in payment first of debts, then of the preferred
stock at par and accumulated dividends, and the balance
to the common stock.

The distribution of the stock of the Delaware Company
directly to the stockholders of the Jersey Company would
seem to have been an effort to distribute to the stock-
holders, or some of them, part of the capital of the corpora-
tion, contrary t0 law and against Section 30 of the Cor-
poration act. The directors acted in wilful violation of
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the provisions of the section and may be jointly and sever-
ally liable to the corporation or its receiver in case of in-
solvency.

The New Jersey Company was illegally deprived of its
property, and as its directors and trustees were the actors
in accomplishing that result a Receiver should be appoint-
ed to recover that property, or, as the Jersey Company has
delivered the property and the defendant contends that
other persons have become interested as creditors in the
Delaware corporation (although the stockholders and
stock holdings remain the same), perhaps the Receiver to
be appointed should be directed to collect the purchase
price named in the contract, to wit, $290>000j which the
Jersey Company has never received, and to proceed
against the non-resident directors of the New Jersey Com-
pany guilty of illegally depriving it of its property.

Iv.

It was contended at the trial that the complainant
Dalsheimer was guilty of laches and therefore could not
be heard.

The contract was executed and the property transferred
August 20, 1912, after a few days’ notice to the com-
plainant, as a stockholder, that the purpose of the stock-
holders meeting of the 20th was to act upon a recommen-
dation by the Board that the property of the Jersey Com-
pany be conveyed to the Delaware corporation, etc.

On February 3rd, following, complainant Dalsheimer
was notified that a stock certificate of the Delaware cor-
poration was ready for delivery to him in exchange for

like certificate of the Jersey corporation. Then followed
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a correspondence evidenced by letters in the testimony
above referred to. The letters consist of inquiries on the
part of the complainant Dalsheimer, as to the condition of
the Company and as to what had occurred. There was
nothing whatever in Dalsheimer s letters indicating a pur-
pose to exchange his stock or to affirm the arrangement.
He says in the last paragraph of his letter of April 7, 1914,
that he is asking the above questions with the view of
ascertaining what, if any, action he should take in the
premises. It is in reply to this letter that he was informed
by H. S. Levy, the Secretary, that there was no New
Jersey corporation; that its charter had been duly sur-
rendered.

He inquired in a letter of May 15, i9,Jdj what arrange-
ment, if any, had been made with the creditors of the
Jersey Company under which the Delaware Company as-
sumed its obligations, to which the president of the Com-
pany replied in a letter of May 28, 1914, that the “Dela-
ware corporation agreeing to assume all the obligations
of the New Jersey Company, no special arrangement with
the creditors became necessary.”

The last of these letters under date of July 6, 1914, ad-
dressed by the president to complainant, informed him that
in paying off the loan obligations, the latest advances, to-
gether with accrued interest thereon, had been paid off
first. It also appears from that letter that these loan obli-
gations were made by Max Levy, the retiring president of
the Company, in April, 1908, and by E. Berliner, a stock-
holder who had made advances between August 29th and
October 27, 1908. It also appears that Max Levy had
assigned the balance due him, with payments referred to,
to Pauline D. Levy, to whom, as assignee, payments were
thereafter made.
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Thus complainant was informed that loans made to the
corporation by its directors and stockholders were paid
back with interest before anything was paid on prior
loans made by the complainants.

It further appeared from letter of June 23, 1914, from
the president to complainant, that the president’s salary
had been increased from $4,732 per annum in 1908 to
$9,000 per annum in 1911 and subsequently, and the
secretary’s salary from $240 per annum in 1908 and noth-
ing at all in 1909, to $4,200 in 1913.

With this information in hand the complainant did
not approve or assent to the transaction and did not ex-
change his 3tock, but in September, 1914» filed the bill in
this suit.

It is contended that the complainant was not either, as
creditor or stockholder, guilty of laches.

As a creditor, his consent to the transaction was not
asked. The corporation and its stockholders and direc-
tors had no right or power to transfer its assets as
against the claims of creditors. I can find no case which
has gone so far as to hold that, a creditor sacrifices his
right of action because he does not proceed until two
years after he learns that his debtor has transferred his
property.

Nor is the complainant guilty of laches or neglect as a
stockholder. The act sought to be done by the majority
of stockholders and directors was ultra vires without the
consent of all the stockholders. It could not be con-
summated without that consent. This all the defendants
were bound to know as matter of law, as was the com-
plainant. The complainant had the right to reserve his
decision on the question until he was fully informed of
the situation and could act with good judgment. The
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defendants were warned, as was said by Chancellor Run-
yon in the case of Mills vs. Central R. R. Co., 41 Equity,

page 13:

“Those who, in such a matter as this, act without
the acquiescence of all the stockholders, do so at
their peril, and must take the consequence if their
act be undone at the instance of dissentient stock-
holders. It may be added that celerity in effecting
their design and activity in accumulating obstacles to
granting relief will not secure to them immunity and
prevent this court from upholding the rights of the
injured. There will be a decree, declaring the lease
null and void and the transfer of property thereby
made illegal.”

The first request upon Dalsheimer to exchange his
stock was by letter of February 3, 1913. That request
was never complied with, but it was replied to by Dal-
sheimer’s letter of February 26, 1913, acknowledging its
receipt and making inquiry as to assets and property
which the Delaware Company had purchased and the
obligations it had assumed.

In short, Dalsheimer did nothing whatever to lead the
defendants to a conclusion that he was assenting to the
arrangement, but, on the contrary, his atttude was one of
inquiry and not assent.

V.

Defendant-appellant argued that complainant as a
creditor should have obtained a judgment before he could
file this bill. Complainant’s debt, both that which was
owing to him personally and that which he purchased
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from Friedenwald Company, was admitted by the de-
fendant corporation, and there is not and never has been
any dispute about these two claims or the amount due
thereon.

Further argument seems iinnecessary in view of the
very clear opinion of Vice Chancellor Learning.

It is urged that the decree of the Court of Chancery be
affirmed and the appeal dismissed with costs.

Norman Gré&y,
Solicitor for and of Counsel with
Complainants-Respondents.
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In Chancery of New Jersey

To the Honorable Edwin Robert Walker,
Chancellor of the State of New Jersey.

Humbly complaining shows unto your honor, your
orators, Simon Dalsheimer, of Baltimore, Maryland,
and the Friedenwald Company, of Baltimore, Mary-
land, on behalf of themselves and all other creditors
and stockholders of Graphic Arts Company, of New
Jersey, who may desire to become parties hereto and

may contribute to the expense of this suit:

1. That on or about the nineteenth day of Janu-
ary, nineteen hundred, Graphic Arts Company was
incorporated under the laws of the State of New Jer-
sey, the certificate of incorporation having been re-
ceived and recorded on the eighteenth day of Janu-
ary, nineteen hundred, in Camden County Clerk’s
Office, in Book Number 14 of Corporations, Page
500, and duly filed with the Secretary of State on
the nineteenth day of January, nineteen hundred, a
copy of which certificate of incorporation is hereto
annexed and made a part hereof, and marked Ex-
hibit 1, and to which your orators refer. The au-
thorized capital stock of said corporation was Three
Hundred Thousand Dollars ($300,000), divided into
six thousand (6,000) shares of the par value of Fifty
Dollars ($50) each, of which one thousand (1000)
shares were preferred stock and five thousand
(56000) shares common stock.

2. And your orators further show that after the
formation of said company, and in the month of
January or February, nineteen hundred, the corpo-
ration purchased from one Max Levy, certain pat-

1

20



1~

20

30

ents, property and good will, for the sum of Two
Hundred and Fifty Thousand Dollars ($250,000).
to he payable all in the common stock of Graphic
Arts Company, at the par value thereof.

3. And your orator, Simon Dalsheimer, further
shows that he eventually became and is now the
owner of four hundred and twelve shares of said
common stock, for which he holds stock certificates
duly issued by the said corporation. And your ora-
tor, the said Simon Dalsheimer, further shows that
eight hundred shares of the preferred stock was af-
terwards issued by the said corporation, of which
your orator is the owner of four hundred and twelve
shares, for which he holds stock certificates issued
by the said corporation.

4. And your o'rators further show that after the
incorporation of the said company, and the acquir-
ing of the property, patents and good-will from the
said Max Levy, the corporation, having its principal
New dJersey office at 419 Market Street, Camden,
New Jersey, carried on a business in Philadelphia, in
accordance with the objects set forth in the said
charter, and so continued to carry on business until
sometime in the Fall of 1912, when it attempted to
dispose of its business and property, patents and
good-will, to a corporation known as Graphic Arts
Company, formed under the laws of the State of Del-
aware, as hereinafter set forth.

5. And your orators further show that your ora-
tor, Simon Dalsheimer, was at the time of the trans-
fer of the said property from the New Jersey cor-
poration, the owner of four hundred and twelve

. shares of the common stock of Graphic Arts Com-

pany of New Jersey, and four hundred and twelve
shares of the preferred stock thereof, and that your
orator, the said Simon Dalsheimer, was a creditor of
said New Jersey corporation in the sum of Three
Thousand Dollars ($3,000) for cash money loaned
and advanced to the said corporation by your said
orator, which sum was and still is due and unpaid,
with interest thereon from the seventh day of Febru-
ary, nineteen hundred and five. And your orators
show that at the time of said transfer of property

2



from the New Jersey corporation, your orator, the
Friedenwald Company, was and still is a creditor of
the said corporation, in the sum of Three Thousand
Five Hundred Dollars ($3,500), with interest there-
on from the sixth day of September, nineteen hun-
dred and five.

6. And your orators further show that in July

or August, nineteen hundred and twelve, those in
control of Graphic Arts Company of New Jersey,
conceived an idea of forming a corporation under the
laws of the State of Delaware, to acquire all the bus-
iness and assets of the Graphic Arts Company of New
Jersey, for the purpose of reducing the amount of
franchise tax the business would have to annually
pay, the rate of such tax being very much less
under the laws of the State of Delaware than
under the laws of the State of New Jersey.
A resolution was accordingly passed by the
board of Directors of the New dJersey corpora-
tion, at a meeting held on or about the ninth
day of August, nineteen hundred and twelve, recom-
mending that a new Company be formed under the
laws of the State of Delaware, to have the same
name as the said Graphic Arts Company of New Jer-
sey, and with the same amount of authorized capital
stock, both preferred and common, that the assets
and property of the New Jersey corporation should
be sold and transferred to the said proposed Dela-
ware Company, in consideration that the stock of
the Delaware corporation be issued to the stockhold-
ers of the New Jersey corporation, share for share,
and that the Delaware corporation assume all the ob-
ligations of the New Jersey corporation. A special
meeting of stockholders to act upon such resolution
of the directors was called and held at the office of
the New Jersey corporation, 419 Market Street,
Camden, New Jersey, on or about the twentieth day
of August, nineteen hundred and twelve, at which
meeting a resolution was passed substantially in the
following language:

“Resolved: That the Board of Directors of this
Company be authorized and directed to sell, trans-
fer, sign and deliver to the Graphic Arts Company,
a corporation under the laws of Delaware with an

1u
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authorized capital of Three Hundred Thousand Dol-
lars ($300,000), all its letters patent, patent-rights,
both of the United States and foreign countries, to-
gether with all its machinery, tools, drawings, mod-
els, material, fixtures, book accounts and its entire
assets, good-will and existing business as now car-
ried on at 1221 Spring Garden Street and 940 North
9th Street, Philadelphia, for and in consideration of
the issuance of the capital stock of the Graphic Arts
Company, incorporated under the Laws of Delaware,
to the order of each of the stockholders of this Com-
pany in the identical amount of his present holdings
in this Company, said shares aggregating 5,800, and
of the assumption of the Graphic Arts Company (in-
corporated under the Laws of Delaware) of all the
indebtedness, obligations and liabilities of this Com-

pany.”

7. And your orators further show that on or
about the twelfth day of August, nineteen hundred
and twelve, the Company was formed under the laws
of the State of Delaware, under the name of Graphic
Arts Company, having the same capital stock, divid-
ed into the same number of shares, and of the same
par value as the New Jersey corporation, Graphic
Arts Company. A copy of the Charter of the said
Delaware corporation is hereto annexed and made a
part hereof and marked Exhibit 2, to which your or-
ators refer.

8. And your orators further show that the stock-
holders of said Graphic Arts Company of Delaware,
in August, nineteen hundred and twelve, passed a
resolution reading as follows:

“Resolved: That the Board of Directors of this
Company be and they are hereby authorized and di-
rected to purchase the property above mentioned for
the said price (namely the property and price men-
tioned in the agreement of purchase) and to issue
said stock in payment thereof/

9. And your orators further show that on or
about the twentieth day of August, nineteen hundred
and twelve, an agreement was entered into between
Graphic Arts Company of New Jersey and Graphic
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Arts Company of Delaware, attempting to carry out
the purpose of the said resolutions of the stockhold-
ers of each of said companies, a copy of which agree-
ment, without the signatures of the parties thereto,
is hereto annexed and made a part hereof and mark-
ed Exhibit 3, and to which your orators refer. And
vour orators refer to the second page of said copy
of said agreement for a list of the assets and proper-
ty of the Graphic Arts Company of New Jersey,
which were so attempted to be sold and transferred
to the Graphic Arts Company of Delaware.

10. And your orators further show that your or-
ator, Simon Dalsheimer, received a letter from Gra-
phic Arts Company, dated February third, nineteen
hundred and thirteen, in which it was stated that
certificates of stock of the Graphic Arts Company of
Delaware were ready for delivery in exchange for
like certificates of the Graphic Arts Company of
New Jersey, a copy of which letter is hereto annexed
and made a part hereof and marked Exhibit 4, in re-
sponse to which letter your orator, Simon Dalsheim-
er, addressed a letter to Graphic Arts Company,
Philadelphia, Pennsylvania, under date of February
twenty-sixth, nineteen hundred and thirteen, re-
questing information in regard to the transfer of
property to the Delaware Company, etc., a copy of
which letter is hereto annexed and made a part here-
of and marked Exhibit 5, and to which your orators
refer, in response to which letter your orator, Simon
Dalsheimer, received from Graphic Arts Company a
letter dated March seventh, nineteen hundred and
thirteen, enclosing a copy of the said agreement be-
tween the said two companies, dated August twen-
tieth, nineteen hundred and twelve, hereinabove re-
ferred to as Exhibit 3, and also enclosing a statement
dated January fourth, nineteen hundred and twelve,
of assets and liabilities of the Graphic Arts Com-
pany of New Jersey, which letter of March seventh,
nineteen hundred and thirteen, and statement of as-
sets of January fourth, nineteen hundred and twelve,
are hereto annexed and made a part hereof, and

marked resnectively Exhibits 6 and 7, to which your
orators refer.
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11 And your orators further show that on or
shortly after the twentieth day of August, nineteen
hundred and twelve, the said assets and property of
the said Graphic Arts Company of New Jersey were
transferred and taken possession of by Graphic Arts
Company of Delaware, and the latter corporation
has ever since exercised the rights of ownership over
said property and assets and has carried on the busi-
ness theretofore carried on by the Graphic Arts
Company of New Jersey.

12. And your orators further show that at the
time of the making of the said agreement between
the said two companies, the persons holding stock of
the New Jersey corporation were as follows:

Preferred Common

E. Berliner....ccccceeeeeeceeeeneceennnes 60 60
H. Bilgram.....cccceeeceececncnnceccenes 1
E. M. Conkling.....cccceeucuvenececacns 20
S. Dalsheimer......cccceeeeeeeceennnnee. 412 412
L. E. LeVY.iteeoeesescescascnsens 280 4272
H. S. LeVY.ieietrarernenes —eeeecenene 125
L. F. LeVY.rrreeeeeerrrnnreeeesssaneeenns 60
G. H. B. MartiN....ccceeeeceecececennns 1
E. Stern ..ccccceccceccecccecccecccncccncecs 1
H. L. WalKer...cccoeeueernereeeeneenes 48 48

800 5000

13. And your orators further show that the
Graphic Arts Company of Delaware issued to said
stockholders of the Graphic Arts Company of New
Jersey, its own capital stock, preferred and common,
share for share, so that said persons then held the
same number of shares, preferred and common, in
the Graphic Arts Company of Delaware that they
had theretofore held in the Graphic Arts Company
of New Jersey, with the exception that the one share
of stock held by G. H. B. Martin, in the New Jersey
Graphic Arts Company, was surrendered and the
share to which he would have been entitled under
the plan, in the Graphic Arts Company of Delaware,
was issued to S. D. Townsend, Jr., of Delaware, to
whom was also transferred two shares from the
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holdings of L. E. Levy in said Graphic Arts Com-
pany of Delaware.

14 And your orators further show that all of
the said persons holding stock of the Graphic Arts
Company of New Jersey have exchanged their stock
for similar amounts of shares of stock in the Graphic
Arts Company of Delaware, excepting your orator,
Simon Dalsheimer, who still retains four hundred
and twelve shares of the preferred stock and four
hundred and twelve shares of the common stock of
said New dJersey corporation, and E. M. Conkling,
the owner of twenty shares of the common stock ot
said New Jersey corporation.

15 And your orators further show that at the
time of the passing of said resolutions and the mak-
ing of said agreement and the transfer of the said
property from Graphic Arts Company of New Jer-
sey to the Graphic Arts Company of Delaware, the
directors of the said New Jersey corporation were:
Emile Berliner, Hugo Bilgram, Howard S. Levy,
Louis E. Levy and George H. B. Martin; tha_t the
officers of the said Company were s President, Louis
E Levy; Vice-President, Hugo Bilgram; Treasurer,
Howard S. Levy; and Secretary, Howard S. Levy.
All of which appears from the annual report of the
said company filed with the Secretary of State of
New dJersey, February seventeenth, nineteen hun-
dred and twelve, a copy of which report is herd»
annexed and made a part hereof and marked Exhibit
8, to which your orators refer.

16. And your orators further show that Graphic

Arts Company of New Jersey, (and also Graphic
Arts Company of Delaware) was a close corporation,
having few stockholders; that the shares of stock of
each of said companies have changed hands infre-
quently ; that your orators are informed and believe
that the persons who were officers of the Graphic
Arts Company of New Jersey at the time of the said
transfer, were then and now are the persons holding
similar offices in the Graphic Arts Company of Del-
aware ; that bv an annual report of the Graphic Arts
Company of Delaware, dated November nineteenth,
nineteen hundred and thirteen, and filed January
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third, nineteen hundred and fourteen, in the office of
the Secretary of State of Delaware, it appears that
the following persons are the officers and directors
of the Graphic Arts Company of Delaware:

Louis E. Levy— President.
Hugo Bilgram—Vice-President.

Howard S. Levy— Secretary and Treasurer.

A copy of said annual report is hereto annexed and
made a part hereof and marked Exhibit 9, to which
your orators refer. And your orators show that on
the letterhead of Graphic Arts Company, under date
of May twenty-eighth, nineteen hundred and four-
teen, the above persons appear as officers and direc-
tors of the Graphic Arts Company of Delaware.

17. And your orators further show that by the
action of the said directors and stockholders of the
Graphic Arts Company of New Jersey, the said New
Jersey corporation was stripped of its assets; that
no consideration whatever passed to the New Jersey
company for the conveyance and transfer of its
property to the said Delaware Company; that your
orator Simon Dalsheimer, did not consent to, ap-
prove of or vote for or in favor of said resolution or
the execution of said agreement, either as a stock-
holder or as a creditor, nor did your said orator
agree or consent as a creditor of the New Jersey
Company to surrender his claim upon said company
and accept the said Delaware company as his debtor,
nor did your orator, the said Friedenwald Company,
agree to or consent to said plan or agree to surrender
its claim against the said New Jersey corporation or
accept the said Delaware corporation as its debtor.

18. And your orators further show that accord-
ing to the terms of said agreement of August twen-
tieth, nineteen hundred and twelve, the New Jersey
Company should have received the consideration
named therein, to wit, Two Hundred and Ninety
Thousand Dollars, hamed in said agreement as the
value of the property of the New Jersey Company,
to be conveyed to the Delaware Company, and the
price which the latter Company should pay to the

8



former for said assets. The said directors of the
New dJersey Company, instead of procuring said
mprice to be paid upon the transfer of said assets, al-
lowed stock to be issued by the Graphic Arts Com-
pany of Delaware totalling said amount of Two Hun-
dred and Ninety Thousand Dollars ($290,000), at
par to the stockholders of the Graphic Arts Com-
pany of New Jersey, without the consent or concur-
rence of your orator, Simon Dalsheimer, as stock-
holder of said New Jersey company, and by your
orators, Simon Dalsheimer and Friedenwald Com-
pany, as creditors respectively of said Graphic Arts
Company of New dJersey.

19. And your orators charge that the said action
of the said Graphic Arts Company of New Jersey,
and its said directors and officers, and stockholders
who exchanged their shares, was illegal and void and
was 1n fraud of the rights of your orators in the
premises, and was a breach of the original contract
between the stockholders of the said Graphic Arts
Company of New Jersey, and was an effort to fraud-
ulently dispose of the property of the said Graphic
Arts Company of New dJersey, contrary to the origi-
nal contract between the said stockholders, and that
the said Emile Berliner, Hugo Bilgram, Howard S.
Levy, Louis E. Levy and George H. B. Martin, as
stockholders and directors, and the said E. Stern and
H. L. Walker, as stockholders, are liable for the value
of the said assets, property and business”of the
Graphic Arts Company of New Jersey so illegally
transferred and conveyed to the said Graphic Arts
Company of Delaware.

20. And your orators further show that the said
directors and officers of Graphic Arts Company of
New Jersey permitted the charter of the said com-
pany to be proclaimed void for the non-payment of
its franchise tax for the year nineteen hundred and
eleven, and the Governor of the State of New Jersey
did, on the fifth day of January, nineteen hundred
and fourteen, declare the charter of said Company
void for the non-payment of said taxes, and all pow-
ers conferred upon the said corporation by law were
by said Governor declared inoperative and void.
And your orators further show and charge that the
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said Graphic Arts Company of New Jersey has n:t
been wound up and dissolved according to law. And
your orators charge that at the time when said fran-
chise tax for the year nineteen hundred and eleven
became due, the said Graphic Arts Company of New
Jersey could have paid the same and that while said
taxes remained due and unpaid and at the time
when the said New Jersey company had ample as-
sets with which to pay said tax, the said directors
and officers stripped its treasury of its assets and
permitted said assets to be acquired by a foreign cor-
poration and received no consideration therefor.
And your orators further charge that if it be con-
sidered that the said New Jersey company received
in its treasury Two Hundred and Ninety Thousand
Dollars ($290,000) worth at par of stock of the Del-
aware company as consideration for said sale of its
property, then the distribution of said stock of the
Delaware Company by the said New Jersey Com-
pany to the latter’s stockholders was an effort to de-
clare a dividend of all its assets, and was contrary
to the statute in such case made and provided, pro-
hibiting the making of dividends except from sur-
plus or from the net proceeds arising from the busi-
ness ; or the actions of the said directors and officers
and stockholders of the said New Jersey corporation
was an effort to divide, withdraw or pay to the
stockholders, or some of them, the capital stock of
the said corporation, contrary to law, and was illegal
and void.

21. And your orators further show and charge
that by reason of the premises, and of the fact that
the Treasury of the Graphic Arts Company of New
Jersey has been stripped of its assets, and no consid-
eration paid to the said Company therefor, and of
the fact that said Company still owes your orators a
large sum of money as hereinbefore set forth, to
wit, the sum of Three Thousand Dollars ($3,000)
and interest to your orator, Simon Dalsheimer, and
the sum of Three Thousand Five Hundred Dollars
($3,500) and arrears of interest to your orator, said
Friedenwald Company, the said Graphic Arts Com-
pany of New Jersey is insolvent.

10



former for said assets. The said directors of the
New dJersey Company, instead of procuring said
price to be paid upon the transfer of said assets, al-
lowed stock to be issued by the Graphic Arts Com-
pany of Delaware totalling said amount of Two Hun-
dred and Ninety Thousand Dollars ($290,000), at
par, to the stockholders of the Graphic Arts Com-
pany of New Jersey, without the consent or concur-
rence of your orator, Simon Dalsheimer, as stock-
holder of said New dJersey company, and by your
orators, Simon Dalsheimer and Friedenwald Com-
pany, as creditors respectively of said Graphic Arts
Company of New Jersey.

19. And your orators charge that the said action
of the said Graphic Arts Company of New dJersey,
and its said directors and officers, and stockholders
who exchanged their shares, was illegal and void and
was in fraud of the rights of your orators in the
premises, and was a breach of the original contract
between the stockholders of the said Graphic Arts
Company of New Jersey, and was an effort to fraud-
ulently dispose of the property of the said Graphic
Arts Company of New Jersey, contrary to the origi-
nal contract between the said stockholders, and that
the said Emile Berliner, Hugo Bilgram, Howard S.
Levy, Louis E. Levy and George H. B. Martin, as
stockholders and directors, and the said E. Stem and
H. L. Walker, as stockholders, are liable for the value
of the said assets, property and business of the
Graphic Arts Company of New dJersey so illegally
transferred and conveyed to the said Graphic Arts
Company of Delaware.

20. And your orators further show that the said
directors and officers of Graphic Arts Company of
New Jersey permitted the charter of the said com-
pany to be proclaimed void for the non-payment of
its franchise tax for the year nineteen hundred and
eleven, and the Governor cf the State of New Jersey
did, on the fifth day of January, nineteen hundred
and fourteen, declare the charter of said Company
void for t"e non-payment of said taxes, and all pow-
ers conferred upon the said corporation by law were
by said Governor declared inoperative and void.
And your orators further show and charge that the
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fraud upon the rights of your orators in the premis-
es;

That neither the said Graphic Arts Company of
New Jersey nor the said officers and directors there-
of had any power or authority whatever to compel
your orator, Simon Dalsheimer, to accept stock, pre-
ferred and common, in the Delaware corporation in
exchange for or in lieu of shares of stock owned by
your said orator in the Graphic Arts Company of
New Jersey, and that the resolutions of the directors
and stockholders of the said Graphic Arts Company
of New Jersey to that end were illegal and void, and
in fraud of your orators’ rights;

That the title to the said property never passed
to the said Graphic Arts Company of Delaware, and
that the Graphic Arts Company of New Jersey was
and still is the true owner thereof, and that the said
Graphic Arts Company of Delaware, and the said
officers and directors of the said Graphic Arts Com-
pany of New dJersey, to wit, Emile Berliner, Hugo
Bilgram, Howard S. Levy, Louis E. Levy and George
H. B. Martin, return and restore the said assets,
property and business to the said Graphic Arts Com-
pany of New Jersey, and be enjoined and restrained
from making any other disposition of said property
whatever, and account to said New Jersey Company
for the use thereof since said property was so ac-
quired, and that in default of the restoration of the
said property and accounting therefor by the said
Graphic Arts Company of Delaware, that the said
Emile Berliner, Hugo Bilgram, Howard S. Levy,
Louis E. Levy and George H. B. Martin are severally
liable for said property and account to said Graphic
Arts Company of New Jersey therefor, and pay to
the said New Jersey company the value of said as-
sets and property.

That if it be necessary, to afford the complainants
relief to which they are entitled, and in order to ob-
tain a restoration of the said assets, property and
business of the said Graphic Arts Company of New
Jersey, a Receiver of said Graphic Arts Company of
New Jersey be appointed by this Court to obtain for
the said Company the possession of said assets, prop-
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erty and business, and on behalf of the said Com-
nany to bring such suit or suits, and take such pr -
ceedings as may be necessary in the premises.

That the said Graphic Arts Company of Delaware
may be enjoined and restrained from assigning,
transferring or in any way disposing of the said
assets, property and business which it acquired from
the Graphic Arts Company of New Jersey, except to
said New dJersey Company.

That the said Emile Berliner, Hugo Bilgram,
Howard S. Levy, Louis E. Levy, S. D. Townsend, Jr.,
George H. B. Martin, E. Stem and H. L. Walker be
enioined and restrained from assigning, transfer-
ring or disposing of any of the shares of stock, pre-
ferred and common, issued by the Graphic Arts
Company of Delaware to each of them respectively.

May it please your Honor, the premises consider-
ed, to grant unto your orators not only the state s
writ of injunction issued out of and under the seal ox
this honorable Court, to be directed to the Graphic
Arts Company of Delaware, enjoining and restrain-
ing it from assigning, transferring or in any way
disposing of the said assets, property and business
which it acquired from the Graphic Arts Company
of New Jersey, except to said Graphic Arts Company
of New dJersey, and to be directed to the said Emile
Berliner, Hugo Bilgram, Howard S. Levy, Louis E.
Levy, George H. B. Martin, E. Stern and H. L. Wal-
ker, enjoining and restraining them and each of
them from assigning, transferring and disposing of
any of the shares of stock, preferred and common,
issued by the Graphic Arts Company of Delaware to
each of them respectively, but also the state’s writ
of subpoena, issuing out of and under the seal of this
honorable Court, to be directed to the said Graphic
Arts Company of New dJersey, Emile Berliner, Hugo
Bilgram, Howard S. Levy, Louis E. Levy, S. D.
Townsend, Jr., George H. B. Martin, E. Stern, H. L.
Walker and the Graphic Arts Company of Delaware,
commanding them and each of them, by a certain
day and under a certain penalty therein to be ex-
pressed, to be and appear before your honor, in this
honorable court, then and there to answer all and
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singular the said premises, and to stand to, abide by
and perform such order and decree therein as to
your Honor shall seem meet, and shall be agreeable
to equity and good conscience. And your orators,
as in duty bound, will ever pray.

EXHIBIT 1.
(10c I. R. Stamp
Cancelled.)
Certificate of Incorporation
of the

GRAPHIC ARTS COMPANY.
REGISTERED OFFICE WITH THE
NEW JERSEY CORPORATION GUARANTEE &
TRUST CO.
CAMDEN, N. J.

FIRST: The name of the Corporation is the
GRAPHIC ARTS COMPANY.

SECOND: The location of its principal office in
the State of New Jersey is at No. 419 Market Street,
Camden, N. J. Said office is to be registered with
the New dJersey Corporation Guarantee & Trust
Company. The name of the agent therein and in
charge thereof, and upon whom process against this
Corporation may be served, is the New Jersey Cor-
poration Guarantee & Trust Company.

THIRD: The objects for which, and for any of
which, the Corporation is formed, are to do any or
all of the things herein set forth, to the same extent
as natural persons might or could do, and in any
part of the world, viz: To purchase, acquire, own and
sell patents for and pertaining to photography, pho-
to-engraving, mechanical engraving and all kinds of
engraving, and to manufacture, buy, own, operate,
sell, rent and lease apparatus, methods, appliances
and machinery for and pertaining to the production
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of photography, photo-engraving, mechanical and
other kinds of engraving, to construct, acquire, own
and operate plants therefor and appliances and me-
thods for printing photographs and engravings, and
to purchase, own and sell all the necessary tools, ma-
chinery and materials for the carrying on of the said
business. And also to engage in a general printing,
publishing and engraving business.

IN FURTHERANCE OF, and not in limitation of,
the general powers conferred by the Laws of the
State of New Jersey, it is hereby expressly provided
that the Company shall have also the following pow-
ers :

To manufacture, purchase or otherwise acquire,
to hold, own, mortgage, pledge, sell, assign and
transfer, or otherwise dispose of, to invest, trade,
deal in, and deal with, goods, wares, merchandise
and property of every class and description.

To acquire the good will, rights and property, and
to undertake the whole or any part of the assets and
liabilities, of any person, firm, association or corpo-
ration, and to pay for the same in cash, stock ot this
Company, bonds or otherwise.

To apply for, purchase, or otherwise acquire, and
to hold, own, use, operate, and to sell, assign, or to
otherwise dispose of, to grant licenses in respect ot
or otherwise turn to account any and all inventions,
improvements and processes used in connection with,
or secured under, Letters Patent of the United States
or elsewhere, or otherwise, and with a view to the
working and development of the same to carry on
any business, whether manufacturing or otherwise,
which the corporation may think calculated directly
or indirectly to effectuate these objects.

To enter into, make, perform and carry out con-
tracts of every kind with any person, firm, associa-
tion or corporation; and without limit as to amount
to draw, make, accept, endorse, discount, execute
and issue promissory notes, bills of exchange, war-

rants, bonds, debentures and other negotiable and
transferable instruments.
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To have one or more offices, to carry on all or any
of its operations and business, and without restric-
tion to the same extent as natural persons might or
could do, to purchase or otherwise acquire, to hold,
own, to mortgage, sell, convey or otherwise dispose
of, without limit as to amount, real and personal
property of every class and description, in any State,
Territory or Colony of the United States, and in any
foreign country or place.

To do any or all of the things herein set forth as
objects, powers or otherwise to the same extent as
natural persons might or could do, and in any part
of the world, as principals, agent, contractors, trus-
tees or otherwise.

IN GENERAL, to carry on any other business in
connection therewith, whether manufacturing or
otherwise, and with all the powers conferred by the

laws of New Jersey upon corporations under the Act
hereinafter referred to.

The duration of the Corporation shall be unlimit-
ed

FOURTH: The total authorized capital stock of
this Corporation is Three hundred thousand dollars
($300,000) divided into Six thousand (6000) shares
of par value of Fifty dollars ($50) each.

Of said stock One thousand shares shall be prefer-
red stock, and the balance of five thousand shares
shall be common or general stock.

Said preferred stock shall entitle the holder there-
of to receive out of the net earnings, and the Com-
pany shall be bound to pay, a fixed yearly cumula-
tive dividend at the rate of six per centum, payable
semi-annually before any dividend shall be set apart
or paid on the common stock. Such preferred stock
shall, at the discretion of the Company, be subject
to redemption at par on January 1st, 1910, or on
any dividend day thereafter.

Such preferred stock may be issued as and when
the Board of Directors shall determine.

The holders of preferred stock shall, in case of
liquidation or dissolution of the Company, be entitled
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to be paid in full, before any amount shall be paid to
the holders of the general or common stock.

FIFTH : The name of the incorporators (the post-
office address of each is No. 419 Market Street, Cam-
dpo N J.), and the number of shares subscribed
for by each, the aggregate of which ($1000) is the
amount of capital with which the Company will com-
mence business, are as follows :

Name. Number of Shares.
Max Levy............ - ....Nine shares of Common stock.

............. Ten shares of Common stock.
Wm. F. Eidell................. One share of Common stock.

SIXTH : The Board of Directors shall have power
without the assent or vote of the stockholders to
make, alter, amend and rescind the By-Laws of the
Corporation, to fix the amount to be reserved as
working capital, to authorize and cause to be execut-
ed mortgages and liens without limit as to amount

upon the real and personal property of this Corpora-
tion.

With the consent in writing and pursuant to the
vote of the holders of a majority of the stock issued
and outstanding, the Directors shall have power and
authority to sell, assign, transfer or otherwise dis-
pose of the whole property of this Corporation.

The Directors shall from time to time determine
whether and to what extent, and at what times and
places, and under what conditions and regulations,
the accounts and books of the Corporation, or any of
them, shall be open to the inspection of the stock-
holders ; and no stockholder shall have any right of
inspecting any account or book or document of the
Corporation, except as conferred by statute or au-

thorized by the Directors, or by a resolution of the
stockholders.

The Board of Directors, in addition to the powers
and authorities by statute and by the By-laws ex-
pressly conferred upon them, may exercise all such

17

20



10

o)

30

powers and do all such acts and things as may be ex-
ercised or done by the Corporation, but subject, nev-
ertheless, to the provisions of the statute, or the
Charter, and to any regulations that may from time
to time be made by the stockholders, provided that
no regulations so made shall 1nvahdate any provis-
ions of this Charter, or any prior acts of the Direc-
tors which would have been valid if such regulations
had not been made.

The Corporation may in its By-laws confer powers
additional to the foregoing upon the Directors, and
may prescribe the number necessary to constitute a
quorum of its Board of Directors, which number
may be less than a majority of the whole number.

The Board of Directors may, by resolution passed
by a majority of the whole Board, designate two or
more of their number to constitute an Executive
Committee, which Committee shall for the time be-
mg™ as provided in said resolution or in the By-laws
of said Corporation, have and exercise all the powers
of the Board of Directors in the management of the
business and affairs of the Company, and have pow-
er to authorize the seal of the Corporation to be affix-
ed to all papers which may require it.

Neither the Directors nor the members of the Ex-
ecutive Committee nor the President nor Vice-Presi-
dent shall be subject to removal during their respec-
tive terms of office.

The Directors shall have power to hold their meet-
ings, to have one or more offices and to keep the
books of the Corporation (except the stock and
transfer books) outside of this State, at such places
as may be from time to time designated by them.

It is the intention that the objects specified in the

Third Paragraph shall, except where otherwise ex-
pressed in said Paragraph, be nowise limited or re-
stricted by reference to or inference from the terms
of any other clause or other paragraph in this Char-
ter, but that the objects specified in each of the claus-
es of this paragraph shall be regarded as indepen-
dent objects.
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The undersigned, for the purpose of forming a
Corporation in pursuance of an
ture of the State of New Jersey, entitled An Act
Concerning Corporations” (Revision of 1896), and
the various acts amendatory ther~f aM suppl”n-
tal thereto, do make, record and file this certificate,

smyl do respectively agree to take the number of
shares of stock hereinbefore set forth, and accord-
ingly hereunto have set our hands and seals.

Dated January 18, 1900.
In the presence of

Geo. H. B. Martin.

Max Levy (L. S.)
Leon Dalsimer (L. S.)
Wm. F. Eidell (L. S.)

State of Pennsylvania,

County of Philadelphia, ss.

Be It Remembered that on this 18 day of January,
A. D. 1900, before the undersigned personally ap-
peared Max Levy, Leon Dalsimer and Wm. F. Eidell
who I am satisfied are the persons named in and
who executed the foregoing certificate, and I having
first made known to them, and each of them, the con-

tents thereof, they did acknowledge that they signed,

sealed and delivered the same as their voluntary act
and deed.

GEO. H. B. MARTIN,
A COMMISSIONER OF DEEDS FOR THE
STATE OF NEW JERSEY

IN PENNSYLVANIA.
(SEAL)
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Received in the Clerk’s Office of the County of
Camden, on the 18th day of January, A. D. 1900, and
recorded-in Book No. 14 of Corporations for said
County, Page 500 etc.

ROBERT L. BARBER,
Clerk.

ENDORSED :
“FILED JAN. 19, 1900.
GEORGE WURTS,
SECRETARY OF STATE.”

EXHIBIT 2.

THE GRAPHIC ARTS COMPANY
CERTIFICATE OF INCORPORATION.

WE, THE UNDERSIGNED, in order to form a
corporation for the purposes hereinafter stated, un-
der the laws of the State of Delaware, do hereby cer-
tify as follows :

I. The corporate name is GRAPHIC ARTS
COMPANY.

II. The location of the principal office of the cor-
poration is in the City of Wilmington, County of
New Castle, and the Corporation Guarantee and
Trust Company is designated as the statutory agent
therein, in charge thereof, and upon Whom process
against the corporation may be served.

ITI. The objects for which the corporation is es-
tablished are primarily :

To purchase, acquire, own and sell patents for and
pertaining to photography, photo-engraving, me-
chanical engraving, and all kinds of engraving, and
to manufacture, buy, own, operate, sell, rent and
lease apparatus, methods, appliances and machinery
for and pertaining to the production of photography,

20



photo-engraving, mechanical and other kinds of en-
graving, to construct, acquire, own and operate
plants therefor and appliances and methods for
printing photographs and engravings, and to pur-
chase, own and sell all the necessary tools, machin-
ery and materials for the carrying on of the said
business. And also to engage in a general printing,
a publishing and engraving business.

As subsidiary to and in connection with the fore-
going from time to time the corporation may:

Manufacture, purchase or otherwise acquire
goods, wares, merchandise and personal property of
every class and description, and hold, own, mort-
gage, sell or otherwise dispose of, trade, deal in and
deal with the same.

Acquire and undertake the good-will, property,
rights, franchises, contracts and assets of every
manner and kind and the liabilities of any person,
firm, association or corporation, either wholly or in
part, and pay for the same in cash, stock or bonds
of the corporation or otherwise.

Enter into, make, perform and carry out contracts
of every kind and for any lawful purpose with any
person, firm, association or corporation.

Issue bonds, debentures or obligations of the cor-
poration, and at the option of the corporation, to se-
cure the same by mortgage, pledge, deed of trust or
otherwise.

Acquire, hold, use, sell, assign, lease, grant licens-
es in respect of, mortgage, or otherwise dispose of
letters patent of the United States or any foreign
country, patents, patent rights, licenses and privil-
eges, inventions, improvements and processes, trade
marks and trade names, relating to or useful in con-
nection with any business of the corporation.

Hold, purchase, or otherwise acquire, sell, assign,
transfer, mortgage, pledge or otherwise dispose of
shares of the capital stock and bonds, debentures or
other evidences of indebtedness created by other cor-
poration or corporations, and, while the holder there-

21

10

20

20



10
n

20

3Q

accounts and books of the corporation shall be open
to the inspection'of the stockholders, and the stock-
holders’ rights in this respect are and shall be re-
stricted or limited "accordingly, and no stockholder
shall have any fightlo inspect any account book or
document of the corporation, except as confererd by
statute or authorized by the Board of Directors or by
(, *resolution of the stockholders'.

To make, alter, amend and rescind the By-Laws
of the corporation, to fix, determine from time to
time and vary the amount to bé reserved as working
capital, to determine the t'mes for the declaration
andIpayment and the amount of each dividend on
the stack to determine and direct the use and dispo-
sition of any surplus or net profits, and to authorize
and cause to be executed mortgages and liens upon
the real and personal property of the corporation,
provided always that a majority of the whole Board
concur theféin.

Pursuant to the affirmative vote of the holders of
a majority of the stock issued and outstanding, at
a stockholders’ meeting duly convened, to sell, as-
sign, transfer or otherwise dispose of the property,
including the franchises of the corporation as an
entirety, provided always that a majority of the
whole Board concur therein/

To appoint additional officers of the corporation,
including one or more vice-presidents, one or more
assistant treasurers and one or more assistant sec-
retarles; and, to the extent provided in the By-Laws,
the person so appointed shall have and may exercise
all the powers of the president, of the treasurer and
of the secretary respectively, provided, however, that
all vice-presidents shall be chosen from the directors.

By a resolution passed by a majority vote of the
whole Board, under suitable provision of the By-
Laws to designate two or more of their number to
constitute an Executive Committee, which commit-
tee shall, for the time being, as provided in said
resolution or in the By-Laws, have and exercise any
Or all the powers of the Board of Directors, which
may be lawfully delegated, in the management of
the business affairs bf the corporation, and shall
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Said preferred stock shall entitle the holder there-
of to receive out of the net earnings, and the Com-
pany shall be bound to pay a fixed yearly cumulative
dividend at the rate of six per centum, payable semi-
annually, before any dividend shall be set apart or
paid on the common stock. Such preferred stock
shall, at the discretion of the Company, be subject to
redemption at par on January 1lst, 1913, or on any
dividend day thereafter.

Such preferred stock may be issued as and when
the Board of Directors shall determine.

The holders of preferred stock shall, in case of
liquidation or dissolution of the Company, be entitled
to be paid in full before any amount shall be paid to
the holders of the general or common stock.

V. The capital stock with which the corporation
will commence business is subscribed by the ineorpo-
rators as follows:

Name. Residence. No. of Shares.
F. R. Hansell, Philadelphia, Pa................... 3
C. U. Martin, do ... T 3
Geo. H. B. Martin, Camden, N. J............ ... 34

VI. The existence of this corporation is to be
perpetual.

VII. The private property of the stockholders
shall not foe subject to the payment of corporate
debts to any extent whatever.

VIII. In furtherance and not in limitation of the
powers conferred by statute, the Board of Directors
are expressly authorized :

To hold their meetings, to have one or more offices,
and to keep the books of the corporation within or,
except as otherwise provided by statute, without the
State of Delaware, at such places as may from time
to time be designated by them.

To determine from time to time whether, and if
allowed, under what condition and regulations the
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accounts and books of!the corporation shall be open
to the inspection of the stockholders, and the stock-
holders’ rights in this respect are and shall be re-
stricted or limited accordingly, and no stockholder
shall have any right to inspect any account book or
document of the corporation except as confererd by
Statute or authorized by the Board of Directors or by
a résolution of the stockholders.

To make, alter, amend and rescind the By-Laws
of the corporation, to fix, determine from time to
time and vary the amount to be reserved as working
capital, to determine the times for the declaration
and payment and the amount of each dividend on
the Stock to determine and direct the use and dispo-
sition of any surplus or net profits, and to authorize
and cause to be executed mortgages and liens upon
the réal and personal property of the corporation,
provided always that a majority of the whole Board
concur therein.

Pursuant to the affirmative vote of the holders of
a majority of the stock issued and outstanding, at
a stockholders’ meeting duly convened, to sell, as-
sign transfer or otherwise dispose of the property,
including the franchises of the corporation as an
entirety, provided always that a majority of the
whole Board concur therein.

To appoint additional officers of the corporation,
including one or more vice-presidents, one hr more
assistant treasurers and one or more assistant sec-
retaries ; and, to the extent provided Hi the By-Laws,
the person so appointed shall have and may exercise
all the powers of the president, of the treasurer and
Of the secretary respectively, provided, however, that
all vice-presidents shall be chosen from the directors.

By a resolution passed by a majority vote of the
whole Board, under suitable provision of the By-
Laws to designate two or more of their number to
constitute an Executive Committee, which commit-
tee shall, for the time being, as prov1ded m said
resolution or in the By-Laws, have and exercise any
or all the powers of the Board of Directors, which
may be lawfully delegated, in the management ol
the business affairs of the corporation, and shall
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have power to authorize the seal of the corporation
to be affixed to all papers which may require it.

The corporation reserves the right to amend, alter,
change, or repeal any provision contained in this
certificate in the manner now or hereafter prescrib-
ed by statute for the amendment of the certificate
of incorporation. '

IN WITNESS WHEREOF, we have hereunto set
our hands and seals this 12th day of August, 1912.

F. R. HANSELL, (L.S.)
C. U. MARTIN (L.S.)
GEO. H. B. MARTIN (L.S))

WITNESS to the foregoing signatures:
JOSEPH F. COTTER.

State of Pennsylvania,

ss.
County of Philadelphia,

BE IT REMEMBERED that on this 12th day of
August, A. D. 1912, personally appeared before me
F. R. Hansell, C. U. Martin and Geo. H. B. Martin,
parties to the foregoing certificate of incorporation,
known to me personally to be such, and I having
first made known to them and each of them the con-
tents of said certificate, they did each severally ac-
knowledge that they signed, sealed and delivered
the same as their several voluntary act and deed,
and each deposed that the facts therein stated were
truly set forth.

GIVEN UNDER my hand and seal of office the
day and year aforesaid.

JOSEPH F. COTTER,
Notary Public.

Commission expires May 14, 1916.

Joseph F. Cotter,

Notary Public,
Phila., Pa.

25

20

30



EXHIBIT 3.

THE GRAPHIC ARTS COMPANY.
AGREEMENT FOR THE PURCHASE OF
PROPERTY.

AN AGREEMENT made this 20th day of August,
1912, by and between Graphic Arts Company, a
corporation of New Jersey (hereinafter called the
“vendor”), of the first part, and Graphic Arts Com-
pany, a corporation organized under the laws of
Delaware (hereinafter called the ‘“Company”) of
the second part.

WHEREAS the vendor is the owner of the prop-
erty and rights hereinafter described; and

WHEREAS the Company has been duly organized
with an authorized capital stock of $300,000.00 di-
vided into shares of the par value of $50.00 each;
and

WHEREAS the board of directors of the company
have ascertained, adjudged and declared that the
said property and rights are of the fair value of
Two Hundred and Ninety Thousand dollars ($290,-
000.00), and that the acquisition thereof is neces-
sary for the business of the company and to carry
out its contemplated objects;

NOW THEREFORE this agreement witnesseth:

I. That the vendors have sold, assigned, trans-
ferred and set over, and do hereby sell, assign, trans-
fer and set over unto the company, its successors
and assigns, all their right, title and interest in and
to the following described property, to wit:

United States Patent No. 627,430, dated June 20,
1899, and certification of same in Cuba, Porto Rica
and Philippine Islands.

United States Patent No. 920,766, dated May 4,
1909.

Letters Patent of Great Britain No. 2710, dated
February 7, 1899, and reissued under date of March
20, 1911.



Letters Patent of Great Britain No. 18869 of Aug-
ust 23,1906.

Letters Patent of the Dominion of Canada, No.
63751, dated January 28, 1899.

Letters Patent of New South Wales, No. 9386;
and of Victoria, No. 16307.

French Patent No. 285,903 of February 14, 1899.

German Patent No. 112,119 of February 15, 1899,
and also all the machinery, tools, drawings, models,
material, fixtures, book accounts and the entire as-
sets, good will and existing business as now carried
on at 1221 Spring Garden St., and 940 N. 9th St.,
Philadelphia.

All of said property, being subject, nevertheless,
to the assumption by the Graphic Arts Company,
incorporated under the laws of Delaware, of all the
indebtedness, obligations and liabilities of this Com-

pany.

EXHIBIT 4.

Philadelphia, Pa., February, 3, 1913.

Mr. Simon Dalsheimer,

Lord Baltimore Press,
Baltimore, Md.

Dear Sir:—

The certificates of stock of the Graphic Arts Co.,
incorporated under the laws of Delaware, are now
ready for delivery in exchange for the like certifi-
cates of the former corporation in New Jersey, and
will be delivered by the undersigned in return for
the latter immediately on their receipt.

Yours very truly,

GRAPHIC ARTS CO.

Howard S. Levy,
Sec’y*-Treas.
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EXHIBIT 5.
2-26-13.
Graphic Arts Go.,
Mr. Edward Levy, Sec.,
Philadelphia, Pa.

Dear Sir:—

In response to your letter of the 3rd inst., which
I have just found time to take up for consideration,
you state that you are now ready to deliver the stock
of the Delaware corporation for the certificates of
the New Jersey one. In referring to your letter of
Aug. 9, 1912, I note you write that the assets and
property of the present Company would be sold and
transferred to the new Company, and that the new
Company would assume all the obligations of the old
one. Would you be kind enough to send me a list of
the assets and property which the present Company
has purchased and also of the obligations which it
has assumed ?

Very truly yours,

SIMON DALSHEIMER.

EXHIBIT 6.
Philadelphia, Pa., March 7, 1913.

Simon Dalsheimer,
clo The Friedenwald Co.,
Baltimore, Md.

Dear Sir:—

Answering yours of 2-26th I enclose copy of the
contract which was duly entered into in accordance
with corporate action taken last August and which
shows the property turned over to the new company.
The lLabilities assumed by the new company at that
time did not differ materially from those shown in
the last balance sheet of the New Jersey Company
which was made up January 4,1912, a copy of which
is enclosed.

Very truly yours,

GRAPHIC ARTS CO.,
H. S. Levy, Sec’y*
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EXHIBIT 7.

Philadelphia, January 4, 1912.

ASSETS
INVENtOrY oovvviviiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeees e e $22,495.26
Accounts Receivable:
Royalties....ccoccooviiiveneeeenenn, $5,925.92
J. Voirin, Paris............. ————. , 684.56
Middows Bros., London......... _ 2,356.60
S. Herbst, Budapest............... 72.20 _
Le Journal, Paris......ccccce....... 895.71 1
Walter Crutzmacher, Berlin... 779.00
L. F. Eaton, Detroit............... _ 168.20
Ippers Machine......cooeeeennnnnw 291.50
Consignment alc.......ccceee......, _  633.84
Sundry Minor alc.................. 157.50 11,965.03
Bills Receivable................... X 481.75
Cash Balance.......cocoeevvvvvvvnnnnnns 1,145.72
Patents ......... e terteeeerran ceeeeraaaans 245,000.00
$281,087.76
LIABILITIES
Preferred Stock.....ccoouueennnn... $ 40,000.00
Max Levy....eenn... 257,004.87
Friedenwald Co................ 3,5600.00
Simon Dalsheimer.................. 3,000.00
Lebran Co...ceeveeevvvviviiiiinnn.. 664.81
Sundry Minor alc.......c.cu....... 513.16
$314,682.84
281,087.76
Net Liabilities ............... $ 33,595.08
Net Liabilities, January 3, 1911............. $ 38,358.31
Net Liabilities, January 4, 1912............. . 33,695.08
$ 4,763.23
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EXHIBIT 8.

THE
GRAPHIC ARTS CO.

ANNUAL REPORT.

The corporation above named, organized and reg-
istered under the laws of the State of New Jersey,
does hereby make the following report in compliance
with the provisions of an act of the Legislature of
New dJersey entitled “An Act concerning corpora-
tions (Revision of 1896)”, and the various acts am-
endatory thereof and supplemental thereto:

FIRST.
The name of the corporation is GRAPHIC ARTS
CO.

SECOND.

The location of the registered office is Nos. 417-19
Market Street, Camden, New Jersey, and the New
Jersey Corporation Guarantee & Trust Company is
the agent upon whom process against the corpora-
tion may be served.

THIRD.

The character of the business is manufacturing,
and as otherwise specified in the certificate of incor-
poration.

FOURTH.

The amount of the authorized capital stock is
$300,000.

The amount actually issued and outstanding is
$109,100.
FIFTH.

The names of all the directors and officers and the
time when the term of office of each expires are as
follows:
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Names of Directors. Expiration of Term
Emile Berliner......................... April 15, 19}3

it it

Hugo Bilgram......cccccceevuennnee. it i
Howard S. Levy.......ccccuenneee. e @tou

Louis E. Levy.....ccoceveveeeneennn.. a@ @
George H. B. Martin............... “@ ¢
Officers Expiration of Term
President, Louis E. Levy......... May 20,1913
Vice-President, Hugo Bilgram weenoH
Treasurer, Howard S. Levy... :: :: 2

Secretary, Howard S. Levy....
SIXTH.

The next annual meeting of the stockholders for
the election of directors is appointed to be held on
April 15, 1913.

SEVENTH.

The name of the corporation has been at all times
displayed at the entrance of its registered office in
this State, and the corporation has kept at its regis-
tered office in this State a transfer book, in which the
transfers of stock are made, and a stock book con-
taining the names and addresses of the stockholders,
and the number of shares held by them respectively,
open at all times to the examination of the stockhold-
ers, as required by law.

The Post Office address of each of the foregoing
directors and officers is Nos. 417-419 Market Street,
Camden, New Jersey, which is the Post Office Ad-
dress of the registered office of the Company.

The Agent in New Jersey for the transfer of stock
1s the New Jersey Corporation Guarantee & Trust
Company, Camden, N. J.

IN WITNESS WHEREOF, this report is signed
in behalf of the corporation by two of the directors

of the said corporation this 14th day of February,
1912.

LOUIS E. LEVY.

HOWARD S. LEVY.
ENDORSED:

“FILED FEB. 17, 1912.

S. D. DICKINSON,
SECRETARY OF STATE.”
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EXHIBIT 9.

Report of Graphic Arts Company.
Date of Icorporation—8-14-12.

Officers. Name. Address. Term Expires.
President, Louis E. Levy, Phila...... April 15, 1914
Vice-President, Hugo Bilgram “ ... «

Treasurer, Howard S. Levy  “ ...
Secretary do ... “

Directors,
Louis E. Levy, Phila.......... «
Hugo Bilgram, Phila..........
Emile Berliner, Washington
Howard S. Levy, Phila...... «
S. D. Townsend, Jr.,
Wilmington, Del.

Principal office in Delaware:—
City or Town, Wilmington.
Street and Number, 925-7 Market St.

Name of Agent in charge upon whom service of
process may be made, Corporation Guarantee and
Trust Co.

Place of business outside of Delaware:

Towns or Cities Streets and Number
Phila., Pa. 1221 Sp. Garden St., Phila.

Date of next Annual Meeting of Stockholders for
the election of Directors: Apr. 15, 1914.

ALL THE FOLLOWING QUESTIONS MUST
BE ANSWERED.

1. What is the nature of the business of your cor-
poration? Manufacturing machinery.

2. What 1s the amount of your capital stock au-
thorized? $300,000.



3. What is the amount of your capital stock actu-
ally paid in? $290,000,

4. Is your corporation engaged in manufacturing
or mining? Manufacturing.

5. If so, state where

A, In Delaware— No.
City or Town— No,
Street and Number— No.

B. In other places, state where— Phila.
City or Town
Street and Number— 1221 Sp. Garden St.
Phila.

6. What is the amount of your capltal stock 1n-
vested In manufacturing or mining in Delaware?
None.

7. What i1s the amount invested in Real Estate in
Delaware? None.

8. Tax annually paid to County on Real Estate in
Delaware? None.

9. Is more than 50 per cent, of your issued capi-
tal stock invested in business within the State of
Delaware? No.

10. If exempt from taxation, state the reason
why such exemption is claimed. No.

11. Is your company actively engaged in business
at the present time, or if not when was business sus-
pended? Active.

On this 19th day of Nov., A. D. 1913,1, the under-
signed, do hereby certify as President of the Graphic

Arts Company that the foregoing return is correct
and true.

LOUIS E. LEVY (L. S)
Jos. F. Cotter, Witness.
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The above certificate is made in conformity with
the Act of March 10, 1899, and all Acts amendatory
thereto, which provides that if any officer of any
company required by this Act to make a return, shall
in such return make a false statement, he shall be
deemed guilty of perjury.

(Filed Jan. 3, 1914).

State of Maryland, City of Baltimore, ss.

SIMON DALSHEIMER, being duly sworn, on his
oath says that he, this deponent, is one of the com-
plainants named in the annexed bill of complaint
about to be filed in the Court of Chancery of New
Jersey; that he has read said bill and knows the con-
tents thereof; that the matters and things therein
set forth so far as they relate to the acts and doings
of this deponent and of the Friedenwald Company of
Baltimore, Maryland, are true, but in so far as they
relate to the acts and doings of other persons, he be-
lieves them to be true.

And this deponent further says that the matters
and things set forth in the first, second, third, fourth
and fifth paragraphs of said bill are true. And de-
ponent further says that the matters and things set
forth in the Sixth paragraph of said bill this depon-
ent believes are true; that this deponent was inform-
ed in regard thereto by some of the officers of the
Graphic Arts Company of New Jersey, and was sent
a copy of the resolution set forth on pages four and
five of the said bill by some of said officers, after the
resolution had been passed; that deponent did not
attend any of the meetings of the directors Or stock-
holders at which said plan of transferring the assets
of the New Jersey corporation, Graphic Arts Com-
pany, to the Delaware corporation of the same name,
were formulated and put through.

This deponent further says that he was informed
by Howard S. Levy, Secretary and Treasurer of the
Graphic Arts Company of New Jersey, and also, as
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this deponent believes, Secretary and Treasurer of
the Graphic Arts Company of Delaware, that a reso-
lution substantially in the form set forth in the
Eighth Paragraph of said bill was passed by the
stockholders of the Graphic Arts Company of Dela-
ware, and an agreement substantially in the form
annexed to the said bill and marked Exhibit 3 and
dated on or about the twentieth day of August, nine-
teen hundred and twelve, was in accordance with the
resolutions and actions of the stockholders and di-
rectors of said two companies, duly executed and de-
livered, which contained a list of the property so
sought to be transferred from the New Jersey Com-
pany to the Delaware Company.

And this deponent further says that he received a
letter from Howard S. Levy, Secretary and Treasur-
er of the Graphic Arts Company, dated February
third, nineteen hundred and thirteen, a copy of
which 1s marked Exhibit 4 and annexed to said bill,
notifying deponent that certificates of stock of Gra-
phic Arts Company of Delaware were ready for de-
livery to deponent in exchange for his certificates of
stock in the New Jersey company, And deponent
further says that he wrote to the said Graphic Arts
Company of Delaware, a letter dated February twen-
ty-sixth, nineteen hundred and thirteen, a copy of
which 1s annexed to said bill and marked Exhibit 5,
requesting information in regard to the assets and
property transferred and obligations assumed, etc.,
by the Delaware company, to which he received a
reply dated March seventh, nineteen hundred and
thirteen, and enclosing therewith a list of assets and
liabilities, a copy of which letter and list are annexed
Ep tlile said bill and marked Exhibits 6 and 7 respec-
ively.

And deponent further says that it appears from
said correspondence and papers that the stock issued
by the Delaware corporation in consideration of said
agreement and transfer of property was never is-
sued to or delivered to the Graphic Arts Company of
New dJersey, but was issued directly, share for share,
to the stockholders of the said New Jersey Company’
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and never reached the Treasury of the Company for
consideration of said purchase, or otherwise.

And deponent further says that he never entered
into said agreement or in any way agreed to the plan
of transferring assets of the New Jersey Company
to the Delaware Company or exchanging stock in the
New Jersey Company for stock in the said Delaware
company, and neither deponent nor the said Frieden-
wald Company ever forgave or agreed to forgive the
New Jersey Company, or ever released the said New
Jersey Company from its respective obligations, and
never agreed to take the Graphic Arts Company of
Delaware as their debtor for moneys due deponent
and said Friedenwald Company respectively, and
that said actions of the stockholders and directors of
the Graphic Arts Company of New Jersey were tak-
en without the concurrence or consent of deponent
and said Friedenwald Company.

Deponent further says that he is informed by one
of the officers of the said Graphic Arts Company of
Delaware, and believes that all the stockholders of
the New dJersey company have exchanged their
shares for similar shares of stock of the said Dela-
ware company, except this deponent and one E. M.
Conkling, who owns twenty shares of the common
stock of the said New Jersey corporation.

And deponent further says that he is informed by
the officers of the said Graphic Arts Company of
Delaware that said transfer of property took place
on or about the twentieth day of August, nineteen
hundred and thirteen, and said Graphic Arts Com-
pany of Delaware has carried on a business similar
to that formerly carried on by Graphic Arts Com-
pany of New Jersey, with the same assets and prop-
erty.

g SIMON DALSHEIMER.

Sworn and subscribed before me this 25th day of
September, A. D. 1914.
WM. E. SCHUL,

Commissioner of Deeds of New dJersey residing
in the State of Maryland.

Commission Expires Feb. 18, 1917.
(Seal)
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State of Maryland, City of Baltimore, ss.

SIMON DALSHEIMER, being duly sworn, on his
oath says that he, this deponent, is one of the com-
plainants named in the annexed bill of complaint
about to be filed in the Court of Chancery of New
Jersey; that he has read said bill and knows the con-
tents thereof; that the matters and things therein set
forth so far as they relate to the acts and doings of
his deponent and of the Friedenwald Company of
Baltimore, Maryland, are true, but in so far as they
relate to the acts apd doings of other persons, he be-
lieves them to be true.

And this deponent further says that the matters
and things set forth in the first, second, third, fourth
and fifth paragraphs of said bill are true. And de-
ponent further says that the matters and things set
forth in the Sixth paragraph of said bill this depon-
ent believes are true; that this deponent was inform-
ed in regard thereto by some of the officers of the
Graphic Arts Company of New Jersey, and was sent
a copy of the resolution set forth on page four and
five of the said bill by some of said officers, after the
resolution had been passed; that deponent did not
attend any of the meetings of the directors or stock-
holders at which said plan of transferring the assets
of the New Jersey corporation, Graphic Arts Com-
pany, to the Delaware corporation of the same name,
were formulated and put through.

This deponent further says that he was informed
by Howard S. Levy, Secretary and Treasurer of the
Graphic Arts Company of New Jersey, and also, as
this deponent believes, Secretary and Treasurer of
the Graphic Arts Company of Delaware, that a reso-
lution substantially in the form set forth in the
Eighth Paragraph of said bill was passed by the
stockholders of the Graphic Arts Company of Dela-
ware, and an agreement substantially in the form
annexed to the said bill and marked Exhibit 3 and
dated on or about the twentieth day of August, nine-
teen hundred and twelve, was in accordance with the
resolutions and actions of the stockholders and direc-
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tors of said two companies, duly executed and deliv-
ered, which contained a list of the property so sought
to be transferred from the New Jersey Company to
the Delaware Company.

And this deponent further says that he received
a letter from Howard S. Levy, Secretary and Treas-
urer of the Graphic Arts Company, dated February
third, nineteen hundred and thirteen, a copy of
which is marked Exhibit 4 and annexed to said bill,
notifying deponent that certification of stock of Gra-
phic Arts Company of Delaware were ready for de-
livery to deponent in exchange for his certificates of
stock in the New Jersey company. _ And deponent
further says that he wrote to the said Graphic Arts
Company of Delaware, a letter dated February twen-
ty-sixth, nineteen hundred and thirteen, a copy of
which 1s annexed to said bill and marked Exhibit 5,
requesting information in regard to the assets and
property transferred and obligations assumed, etc.,
by the Delaware company, to which he received a
reply dated March seventh, nineteen hundred and
thirteen, and enclosing therewith a list of assets and
Liabilities, a copy of which letter and list are annexed
to the said bill and marked Exhibits 6 and 7 respec-
tively.

And deponent further says that it appears from
said correspondence and papers that the stock issued
by the Delaware corporation in consideration of said
agreement and transfer of property was never is-
sued to or delivered to the Graphic Arts Company of
New Jersey, but was issued directly, share for share,
to the stockholders of the said New Jersey Company,
and never reached the Treasury of the Company for
consideration of said purchase, or otherwise.

And deponent further says that he never entered
into said agreement or in any way agreed to the plan
of transferring assets of the New Jersey Company to
the Delaware Coifipany or exchanging stock in the
New Jersey Company for stock in the said Delaware
Company, and neither deponent nor the said Fried-
enwald Company ever forgave or agreed to forgive
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the New Jersey Company, or ever released the said
New dJersey Company from its respective obliga-
tions, and never agreed to take the Graphic Arts
Company of Delaware as their debtor for moneys
due deponent and said Friedenwald Company re-
spectively, and that said actions of the stockholders
and directors of the Graphic Arts Company of New
Jersey were taken without the concurrence or con-
sent of deponent and said Friedenwald Company.

Deponent further says that he is informed by one
of the officers of the said Graphic Arts Company of
Delaware, and believes that all the stockholders of
the New Jersey company have exchanged their
shares for similar shares of stock of the said Dela-
ware company, except this deponent and one E. M.
Conkling, who owns twenty shares of the common
stock of the said New Jersey corporation.

And deponent further says that he is informed by
the officers of the said Graphic Arts Company of
Delaware that said transfer of property took place
on or about the twentieth day of August, nineteen
hundred and thirteen, and said Graphic Arts Com-
pany of Delaware has carried on a business similar
to that formerly carried on by Graphic Arts Com-
pany of New Jersey, with the same assets and prop-
erty.

SIMON DALSHEIMER.

Sworn and subscribed before me this 25th day of
September, A. D. 1914.

WM. E. SCHUL,

Commissioner of Deeds of New Jersey residing
in the State of Maryland.

(Seal) Commission Expires Feb. 18, 1917.
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IN CHANCERY OF NEW JERSEY.

Between

Simon Dalsheimer, et al.,

Complainants, Qn Bffl> &c.

and Order To Show Cause.

Graphic Arts Company,
et al.,

Defendants.

This matter being opened to the Court by Grey &
Archer, of counsel with the complainants, and the
bill of complaint and exhibits and affidavit thereto
annexed having been read and filed:

It is thereupon, on this twenty-ninth day of Sep-
tember, nineteen hundred and fourteen, ORDERED
that the Graphic Arts Company of New Jersey, the
Graphic Arts Company of Delaware, Emile Berliner,
Hugo Bilgram, Howard S. Levy, Louis E. Levy, S.
D. Townsend, Jr., George H. B. Martin, E. Stern and
H. L. Walker, defendants, show cause before the
Chancellor, at the Chancery Chambers at the Court
House, Camden, New Jersey, on the 13th day of Oc-
tober next, at ten o’clock in the forenoon, or as soon
thereafter as counsel can be heard, why an injun-
ction should not issue, according to the prayer of the
said bill, and why a Receiver of the Graphic Arts
Company of New Jersey should not be appointed, in
accordance with said prayer.

And it is further ORDERED that copies of said
bill, exhibits and affidavit, and of this order, which
may be uncertified, be served on each of the defend-
ants within seven days from the date hereof, in the
following manner:
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On the Graphic Arts Company of Delaware by
leaving the.same at the registered office of said Gra-
phic Arts Company of Delaware, in the City of Wil-
mington, State of Delaware, with the Corporation
Guarantee and Trust Company, the agent of said
Graphic Arts Company of Delaware, in charge of its
said office, and upon said George H. B. Martin by
leaving said copy at the office of the New Jersey Cor-
poration Guarantee & Trust Company» W  Market
Street, Camden, New dJersey, and upon the said
Emile Berliner, Hugo Bilgram, Howard S. Levy,
Louis E. Levy, S. D. Townsend, Jr., E. Stem and
H. L. Walker, by leaving said copy for each of said
persons at the designated Philadelphia office of said
Graphic Arts Company, 1221 Spring Garden Street,
Philadelphia, addressed to each of them respectively,
and upon Graphic Arts Company of New Jersey, at
its registered office, 417 Market Street, Camden,
New Jersey, with the New Jersey .Corporation Guar-
a&]:ee and Trust Company, its agent in charge of said
office.

E. R. WALKER, C.

Respectfully advised:
E. B. LEAMING, V. C.

in
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30



10

20

30

IN CHANCERY OF NEW JERSEY.

Between

Simon Dalsheimer, et al.,

Complainants, On Bill. &c

and ANSWER.

Graphic Arts Company,
et al.,

Defendants.

The answer of Graphic Arts Company, one of the
defendants in the above stated cause, to the bill of
complaint filed therein.

This defendant, Graphic Arts Company, answer-
ing said bill of complaint or so much thereof as it is
advised 1s material and necessary for it to make an-
swer to, says:i—

1. This defendant answering paragraph 1 of said
bill admits it to be true that it was incorporated on
the nineteenth day of January, A. D. nineteen hun-
dred, under the laws of the State of New Jersey,
with an authorized capital stock of Three Hundred
Thousand Dollars, divided into six thousand shares
of the par value of Fifty Dollars each, of which one
thousand shares were preferred stock and five thous-
and shares common stock.

2. This defendant answering paragraph 2 of said
bill, admits it to be true that after the incorporation,
it purchased from Max Levy certain patent rights,
property and good will for the sum of Two Hundred
and Fifty Thousand Dollars, to be payable in the
common stock of the Graphic Arts Company, at the
par value of such common stock.
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3. This defendant answering paragraph 3 of said
bill, admits it to be true that the said Simon Dal-
sheimer, one of the complainants, is now the owner
of four hundred and twelve shares of the common
stock of said Graphic Arts Company and four hun-
dred and twelve shares of the preferred stock of said
Company.

4. This defendant answering paragraph 4 of said
bill admits it to be true that after its incorporation
it carried on business in Philadelphia until the fall
of nineteen hundred and twelve, at which time it
transferred its said business, including its property,
patent rights and good will to a corporation known
as the “Graphic Arts Company”, formed and incor-
porated under the laws of the State of Delaware,
which Delaware Corporation has since that time and
now is conducting said business at the same place
and in the same manner and under the same man-
agement as this defendant’s business was conducted
and managed prior to said transfer of its business
and property to the said Delaware corporation; and
this defendant further shows that neither it nor the
Graphic Arts Company of Delaware have ever been
decreed to be insolvent.

5. This defendant answering paragraph 5 of said
bill admits it to be true that Simon Dalsheimer, one
of the complainants, was, at the time of the trans-
fer above mentioned, the owner of four hundred and
twelve shares of the common stock and four hun-
dred and twelve shares of the preferred stock of this
defendant corporation, and further admits it to be
true that the said Simon Dalsheimer was a creditor
of this defendant corporation at said time to the am-
ount of Three Thousand Dollars, and that Prieden-
wald Company, another of the complainants, was a
creditor of this defendant corporation to the amount
of Three Thousand Five Hundred Dollars; but this
defendant avers and charges that the transfer of
said business and assets as aforesaid was not made
with any intent to defraud the said Simon Dalsheim-
er or the said Friedenwald Company, or to prevent,
hinder or delay them in the recovery of said sums so
due them, or with any intent to hinder or prevent
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them from collecting their said sums, nor did said
transfer of said property and assets have any such
effect.

6. This defendant answering paragraph 6 of said

bill of complaint, admits it to be true that at meeting
of this defendant corporation and of its directors
and stockholders, held on August eighth and August
twentieth, nineteen hundred and twelve, resolutions
were adopted substantially as set forth in said para-
graph 6 of the bill of complaint, and this defendant
reiterates and states as a fact that the sole reason
for transferring its property to the Delaware corpo-
ration was that the business might thereby be con-
tinued more economically, because of the fact that
the annual franchise under the laws of the State of
Delaware was and is substantially lower than the
like tax in New dJersey, and avers and shows the
truth to be that said transfer was not made or in-
tended to hinder, delay or defraud any creditors of
the New Jersey corporation from collecting and en-
forcing their several and respective demands or
claims, nor was it made or intended in any way to
defraud the stockholders of said New Jersey corpo-
ration, or to lessen the value of their holdings, or to
prevent them in any way from having the same con-
trcl in the affairs of the Delaware corporation that
they or any of them had exercised in the control of
the New Jersey corporation, or in anywise to dimin-
ish the value of their holdings in said corporation,
but avers and charges that, as will appear by refer-
ence to the stockholders’ resolution set out in para-
graph 6 of the bill of complaint, and the agreement
of sale between the two companies, a copy of which,
marked “Exhibit 3” is attached to the bill of com-
plaint, the exact interest and equities of all the stock-
holders and creditors of the New Jeresy corporation
were preserved in the Delaware corporation to the
same extent, without diminution or prejudice, and
that therefore the transaction of which the bill of
complaint complains, inasmuch as it reduced the an-
nual tax of the corporation, thus enabling it to more
economically administer its affairs and transact its
business, operated in no way to the injury of said
complainants, or of any other stockholder or creditor
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of said New Jersey corporation, but» on the contrary,
operated to their best interests and advantage, and
increased, rather than diminished, the value of their
holdings, and added greater security to the protec-
tion of their respective claims.

7. This defendant, answering paragraph 7 of
said bill, admits it to be true that the Graphic Arts
Company of Delaware was incorporated on the
twelfth day of August, nineteen hundred and twelve,
having the same capital stock, divided into the same
number of shares, and of the same par value, as this
defendant corporation.

8. This defendant answering paragraph 8 of said
bill says that while it believes that the stockholders
of the Graphic Arts Company of Delaware, in Au-
gust of nineteen hundred and twelve, passed the res-
olution referred to in said paragraph, it has no
knowledge thereof, save by hearsay, and leaves the
complainants to make such proof thereof as they
may be advised to be necessary.

9. This defendant answering paragraph 9 of Said
bill admits it to be true that on or about the twen-
tieth day of August, nineteen hundred and twelve,
an agreement was entered into between the Graphic
Arts Company of New dJersey, this defendant, and
the Graphic Arts Company of Delaware, for the pur-
pose of carrying out the resolution of said Compan-
1es, a copy of which agreement is annexed to the bill
of complaint, and marked “Exhibit 3”, wherein and
whereby all of the property and assets of this de-
fendant were transferred to said Graphic Arts Com-
pany of Delaware, upon certain terms and condi-
tions which are set forth in said agreement and to
which this defendant begs leave to refer; that among

1.- .things, said agreement provided that the Gra-
phic Arts Company of Delaware should assume, and
bv said agreement did assume all the debts and lia-
bilities of this defendant corporation.

This defendant further answering said paragraph
9, avers and shows the truth to be that this agree-
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ment has been performed by the Graphic Arts Com-
pany of Delaware in accordance with the terms
thereof, and particularly, since this defendant trans-
ferred to the Delaware corporation its business and
assets, etc., the said Delaware corporation has paid
off liabilities of this defendant corporation, assum-
ed by i1t under said agreement, to an amount in ex-
cess of Seventy-five Hundred Dollars, as this de-
fendant is credibly informed and believes.

10. This defendant answering paragraph 10 of

said bill admits that Exhibits 4, 5, 6 and 7, therein
referred to, and attached to the bill of complaint,
were of the effect and for the purpose mentioned in
said paragraph.

This defendant further answering said paragraph
10, says that a notice of the stockholders’ meeting of
August twentieth, nineteen hundred and twelve, duly
setting forth the purpose of said meeting, namely,
the proposed transfer to the Delaware corporation,
was duly sent to the complainant Dalsheimer, as it
was to every other of the stockholders of said corpo-
ration. A copy of this notice of August twentieth,
nineteen hundred and twelve, 1s attached to this an-
swer and 1s marked “Exhibit 17 ; and this defend-
ant avers and charges that the said Simon Dalsheim-
er at all times was fully acquainted with the pro-
posed transfer of business, assets and property of
this defendant corporation to the Delaware corpora-
tion, and the reasons therefor, and the terms upon
which said transfer was to be made, and avers and
charges that his inquiry, under date of February
third, nineteen hundred and thirteen, was not made
in good, faith for the purpose of acquiring informa-
tion in regard to said transfer, because the said Si-
mon Dalsheimer well knew and was fully acquainted
with all of the details of said transfer, but was made
for the purpose of pretending ignorance as to the
details thereof, in order that he might have some
standing to question said transaction;

And this defendant further answering paragraph

10, avers and charges that, notwithstanding the said
complainant Dalsheimer was fully acquainted with
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all of the details of said proposed transfer, and was
advised of the meeting at which said resolution of
August twentieth was adopted, never in any way
complained of or protested, either to the directors or
stockholders of this defendant corporation, or to the
directors or stockholders of the Delaware corpora-
tion, or in any way suggested or complained that
any of the transactions above referred to and of
which he now makes complaint, did not meet with
his full approval.

11. This defendant answering paragraph 11 of
said bill, admits it to be true that on or shortly after
the twentieth day of August, nineteen hundred and
twelve, all of its property and assets were transfer-
red to the Graphic Arts Company of Delaware, and
that company has, since that time, carried on the
business theretofore conducted by this defendant.

12. This defendant answering paragraph 12 of
said bill admits it to be true that the persons therein
named were stockholders of this defendant corpora-
tion at the time of said transfer of its assets, and
held the amount of preferred and common stock set
opposite their respective names.

13. This defendant answering paragraph 13 of
said bill admits it to be true that the Graphic Arts
Company of Delaware issued to the stockholders of
the Graphic Arts Company of New Jersey, as men-
tioned in paragraph 12 of said bill, its own capital
stock, preferred and common, share for share, so
that said stockholders then held the same number of
shares, preferred and common, in the Graphic Arts
Company of Delaware as they each theretofore held
in the Graphic Arts Company of New Jersey, with
the exceptions noted in said paragraph 13, the alle-
gations concerning which are admitted to be true.

14. This defendant answering paragraph 14 of
said bill admits it to be true that all of the persons
holding shares of capital stock of the Graphic Arts
Company of New dJersey, this defendant, have ex-
changed their stock for the same amount of stock in
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the Graphic Arts Company of Delaware, and have
received therefor share certificates for the respective
amounts of capital stock in the Graphic Arts Com-
pany of Delaware, excepting the complainant, Dal-
sheimer, and one E. M. Conkling, who is the owner
of twenty shares of the common stock of this de-
fendant corporation; that so far as this defendant
knows, the said E. M. Conkling has never refused to
receive said certificate of the Delaware corporation,
nor has the said E. M. Conkling ever complained of
or dissented from the transfer of said assets and
business as above set forth.

15. This defendant answering paragraph 15 of
said bill admits the allegations therein contained, re-
specting the personnel of the Board of Directors ot
the New Jersey corporation and its officers, to be
true.

16. This defendant answering paragraph 16 of
said bill admits it to be true that Louis E. Levy,
Hugo Bilgram and Howard S. Levy, are t"e present
officers of the Graphic Arts Company of Delaware”
and were officers of the said Company at the time ot
the transfer of the propertv and assets of this de-
fendant corporation to the Delaware corporation.

17. This defendant answering paragraph 17 of

said bill denies that by the action of the Board of Di-
rectors and stockholders of this defendant, it was
stripped of its assets, and further denies that no con-
sideration passed to this defendant for such convey-
ance and transfer, but avers and shows the truth to
be that the consideration paid by the Delaware cor-
poration to the New dJersey corporation for the
transfer of its assets, business and property was the
capital stock, preferred and common, of the Dela-
ware corporation, which, instead of passing directly
to the New Jersey corporation, was, by resolution of
the Board of Directors and of the stockholders of
said New dJersey corporation, transferred by the
New dJersey corporation to its stockholders in the
proportion of stock held by them respectively; that
this defendant has no knowledge as to whether the
said Simon Dalsheimer consented to or approved of
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said resolution or the execution of said agreement,
either as a stockholder or as a creditor, 'but does aver
and charge and show the truth to be that the said
Simon Dalsheimer never dissented from or complain-
ed of, or in any wise manifested his disapproval of
said resolution or the execution of said agreement,
either as a stockholder or as a creditor, nor did he
ever disapprove or complain of or dissent from the
agreement whereby the Delaware corporation was
to assume his claim and pay the same, nor did the
complainant, the said Friedenwald Company, ever
dissent from or complain of said resolution or agree-
ment, and particularly that provision therein where-
by its claim was to be assumed by the Delaware cor-
poration.

This defendant further answering paragraph 17,
admits that the said complainant Dalsheimer did
not vote at said meeting, but avers and charges and
shows the truth to be that he received full and suffic-
ient notice of the meeting and its purposes and that
his failure to appear and vote, either in person or by
proxy, either for or against such resolution and the
execution of said agreement, or to express his ap-
proval or disapproval thereof, was solely the result
of his own neglect, and this defendant charges that it
would be unjust and inequitable for the said com-
plainant Dalsheimer at this time to complain of a
resolution and agreement which have had the full
sanction and approval of all the stockholders and di-
rectors of this defendant corporation, when he never
comnlained or disapproved of the adoption of said
resolution and the execution of said agreement, but
by his silence, acquiesced therein.

This defendant further answering said paragraph
17, says that it has no knowledge as to whether or
not the said complainant Dalsheimer and the Fried-
enwald Company have formally accepted the Dela-
ware corporation as their debtor, but it avers and
charges that the said Friedenwald Company was and
is controlled by the complainant Dalsheimer as its
President and the majority stockholder, and that its
loan to this defendant corporation was in reality
Dalsheimer’s loan, and that therefore both of these
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complainants, for over two years, have had notice of
the transfer of liability by this defendant corpora-
tion to the Delaware corporation and the acceptance
of said liability by the said Delaware corporation,
and have never, until now, complained of or in any
Way indicated their disapproval of said transfer of
liability.

18. This defendant answering paragraph 18 of

said bill admits it to be true that the price agreed
upon for the transfer of the assets of this defendant
corporation to the Delaware corporation was the
sum of Two Hundred and Ninety Thousand Dollars,
but denies that it was ever the agreement that said
sum of Two Hundred and Ninety Thousand Dollars
was to be paid in cash, but avers and shows the
truth to be that it was to be paid in the capital stock
both common and preferred, of the Delaware corpo-
ration, and further avers and shows the truth to be
that said capital stock was transferred and delivered
by the Delaware Corporation to the New Jersey Cor-
poration, and by the New Jersey corporation to its
stockholders in the proportion of the amount of capi-
tal stock held by them respectively in the New Jer-
sey corporation.

This defendant further answering said paragraph
18, avers and charges that the said complainant Dal-
sheimer, well knew of said proposed plan and its
terms and provisions and was informed of and knew
of the meeting of August twentieth, nineteen hun-
dréd and twelve and the intention to pass at said
meeting the resolution providing for the transfer of
the assets and liabilities of this defendant corpora-
tion under the terms and conditions aforesaid, and
never, until the filing of this bill, did he complain or
disapprove of or dissent from said proposed plan
and the execution and carrying into effect of said
agreement, and avers and charges that the said Dal-
sheimer is guilty of gross laches in waiting until
this late day to complain of the passing of a resolu-
tion and the execution of an agreement of which no
other stockholder or creditor disapproves and which
has been carried into effect and been in operation for
upwards of two years.
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19. This defendant, answering paragraph 19 of

said bill, denies that the said action of this defend-
ant corporation, or of its directors, officers and stock-
holders in exchanging their shares was illegal and
void, or in fraud of the rights of the complainants,
and denies that it was a breach of the original con-
tract between the stockholders of the said Graphic
Arts Company; nor was it an effort to fraudulently
dispose of the property of the said Graphic Arts
Company, contrary to the original contract between
the said stockholders, and denies that its directors,
stockholders and officers are liable to it for the value
of the assets, property and business transferred to
the Graphic Arts Company of Delaware, but on the
contrary avers and shows the truth to be that said
transaction was made after due notice of the inten-
tion to pass the resolution concerning the same had
been given to all of the stockholders, including the
complainant Dalsheimer, and that no stockholder ob-
jected to the said plan or disapproved thereof, or in
any wise complained thereof, either that it was in
disregard of their contract or of their rights, or that
the same tended to diminish the value of their hold-
ings, or that it in any wise operated to injure or de-
fraud said stockholders or any of them in their
rights, either in this defendant corporation, its prop-
erty and assets, or in their own individual rights.

This defendant further answering said paragraph
19 says that a valuable and adequate consideration
was paid by the Delaware corporation to the New
Jersey corporation for its assets, property and busi-
ness, and the New Jersey corporation distributed
and paid to its stockholders said consideration, share
for share, in proportion to their respective holdings,
and avers and shows the truth to be that the stock of
the Delaware corporation, thus given to the stock-
holders of the New Jersey corporation, was of great-
er value than the stock of the New Jersey corpora-
tion, by reason of the fact that it was charged with
less expense in the wav of franchise tax under the
Delaware corporation laws than it would have been
under the New Jersey corporation laws.
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This defendant further answering said paragraph
19 says that the said stockholders have received in
value full and adequate consideration for their inter-
ests in the New Jersey corporation, and that neither
the New Jersey corporation, this defendant, nor the
stockholders thereof, nor the creditors thereof, have
been in ary wise defrauded or injured, or their
claims jeopardized, nor have they suffered any fin-
ancial or other loss of anv kind whatsoever, nor has
said New dJersey corporation suffered any financial
loss by reason of the transfer of the assets and busi-
ness to the Delaware corporation as above set forth.

20. This defendant answering paragraph 20 of

said bill of complaint admits that its charter was
proclaimed void by reason of non-payment of its
franchise tax for the year nineteen hundred and
eleven, as set forth in said paragraph, and fadmits
that at the time when said franchise tax became due
it had ample assets with which to pay the same, but
denies that its directors and officers stripped its
treasury of its assets and permitted said assets to be
transferred to a foreign corporation and received no
consideration therefor, but avers and shows the
truth to be that it did receive a full and adequate
consideration for the transfer of said assets in the
capital stock of the Delaware corporation in accord-
ance with the resolution adopted by the stockholders
of the New Jersey corporation, under an agreement
passed in conformity therewith, without any dissent-
ing voice, notwithstanding all of the stockholders
thereof had notice of the purpose and intention of
said meeting.

And this defendant further answering said para-
graph 20 avers and shows the truth to be that no one
hss complained of the action of this defendant corpo-
ration in transferring its assets in accordance with
said resolution and agreement excepting the com-
plainant Dalsheimer, who, after having had ample
notice of the intended passing of said resolution and
the making of said agreement and the transfer ot
said assets, neither by word or deed, evel indicated
his disapproval or dissent from said plan, but, on the
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contrary, by his silence, acquiesced therein, and has

been guilty of such gross laches in making complaint
therein and filing his bill that he should not now be

heard to complain thereof; and this defendant prays
that it may have the same benefit of the complain-

ls)t;ﬂ:’s laches as though it had filed a demurrer to said
ill.

This defendant further answering said paragraph
20, says that the said complainants are without
equity to make complaint of the acts of the Board of
Directors of this defendant corporation in distribut-
ing the stock of the Delaware corporation among
this defendant’s stockholders, whether the same be
considered a declaration of dividends out of profits
or surplus, and prays leave to have the same benefit
of this defense as though it had filed a demurrer to
said bill.

21. This defendant answering paragraph 21
said bill denies that it is insolvent and unable to pay
its debts, but avers and shows the truth to be that it
owes no debts, the said sum of Three Thousand Dol-
lars or thereabouts, owing to the complainant Dal-
sheimer, and the sum of Thirty-five Hundred Dollars
owing to the complainant Friedenwald Company,
having been assumed by the Delaware corporation,
without any dissent or disapproval or objection on
the part of the said complainants, and the said Dela-
ware corporation has been and is now willing to pay
the same and has ample assets to do so.

22. This defendant answering paragraph 22
said bill admits that the defendants named therein
are all non-residents of the State of New Jersey.

This defendant prays to be hence dismissed with
its reasonable costs and charges in this behalf, most
wrongfully sustained.

BOURGEOIS & COULOMB,
Solicitors for and of Counsel with Defendant.

GRAPHIC ARTS COMPANY,
LOUIS LEVY, President.

Attesti HOWARD LEVY, Secretary.
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gtAte of New dJersey, County of Camden, ss.
ans' er' of thé* defendant, Graphic Arts Com-
pany, WaS taken before me, this'.......... day of No-
vember, in the year of our Lord one thousand nine
hundred and fourteen, under the common seal of
the said corporation, as by its said seal thereto affix-

ed appears.
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IN CHANCERY OF NEW JERSEY.

Between

Simon Dalsheimer et al.,

Complainants, On Bill, &ec.

and Final Hearing.

Graphic Arts Co. et al.
Defendants.

Before his Honor, E. B. Beaming, Vice-Chancellor,
at the Chancery Chambers, Camden, New Jersey, on
Wednesday, April 14th, 1915.

Appearances: Grey & Archer, Esqs., for complainants.

Bourgeois&Coulomb,Esqs.,WithWhom
was associated Schofield Andrews

(of the Philadelphia Bar), for defend-

ants.

Mr. Grey: A corporation was formed in New Jersey
on the 19th of January, 1900, called the Graphic Arts
Company. It had a total authorized capital stock of
$300,000, divided into 6,000 shares, $50 par, 1,000
shares of preferred and 5,000 common. About two
years ago, 1912,—nearly three years ago, there was
formed in Delaware a similar corporation with the
same name and same amount of total authorized capi-
tal stock, divided into exactly the same number of
shares, and the terms of the preferred stock were simi-
lar,—that is correct, isn’t it, Mr. Coulomb?

Mr. Coulomb: Yes.
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Mr. Grey = The »preferred -stock ovas preferred as to
dividends, cumulative, and upon dissolution was pre-
ferred as to par; that is, it should be paid par before
common stockholders got anything.

The Vice Chancellor : Did it have any Voting
powers ?

Mr. Grey, The preferred stock did; -yes, -sir. Now.
the gist of the situation iis that the directors and
stockholders excepting the complainant ,and I think
one other man who had a smaller number of shares,
by directors’ meetings in each jcompany and by stock-
holders’ meetings in each company, brought it to pass
that the New Jersey charter became obsolete, the New
Jersey company was dissolved and its assets were
conveyed to the Delaware corporation, and the New
Jersey stockholders received and accepted stock in the
Delaware company instead of the Now Jersey company,
so, that their status, excepting, of course, jthe com-
plainant and the other stockholder, and their general
situation when the matter was concluded jin 1913, I
think, was the Delaware corporation had the same
stockholders with the same number of shares that the
Jersey corporation had and it «owned the same jprop-
erties and owed the same debts. The question here is
whether that transaction was legal as against the
complainant, .Mr, Dalsheimer, who owned and owns
11,2 -shores of the preferred jstock out of a total issue
of about 800 and who owns 412 shares of the common
stock, which stock did not participate in any way in
any of these transactions, and the issue here seems to
be a question of laches, that is, whether the complain-
ant «by waiting until this bill was /filed, or *until the
summer f 1914, when he first objected to the situa-
tion, never haying assented to it theretofore, is out of
court, whether he cannot jassert his rights in the New
Jersey, corporation, his right to have it retain its
assets unless he shall .consent, which he did not do.
to jhave .this transfer made. Now, the complainant is
in janother position in regard to this corporation: He
is the owner .of .claims against it, which are admitted
in the answer, aggregating $6,500, without interest:
that is, that is the principal of the claim. Part of that
indebtedness, $3,500 of it, I think, was at the time of
the transfer a debt due to the Friedenwald Company,
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who was one of the co-complainants last summer when
this bill was filed, September, I think it was, but since
then Mr. Dalsheimer, the complainant, owns that claim.

The Vice Chancellor : That is, one of the complain-
ants was a creditor and he has since transferred his
claim to the other complainant, the stockholding com-
plainant, so that now there is only one party in in-
terest?

Mr. Grey : That is so set up in the answer and for
the purpose of this trial we admit it, to simplify the
matter, that the complainant is now the stockholder
who did not assent and also a creditor who did not
assent. There are two things that I specially want to
comment upon in the facts; one is that the complain-
ant as a stockholder holding preferred shares is enti-
tled upon dissolution to have those preferred shares
paid for at par before the common stock gets anything
before the other stockholders get anything; as a credi-
tor he is entitled to have his claim paid by the New
Jersey company upon dissolution, or even without dis-
solution, but certainly upon dissolution the corporation
1s bound to settle up its debts. What did happen was
that the two corporations tried to switch over the lia-
bilities of the New Jersey company to the Delaware
corporation in the same way they switched over the
assets. Now, coming down to the details of the mat-
ter, briefly, in August, 1912, the directors of these two
companies passed resolutions, calling a meeting of
SA Y 1derS tQ _aPProve them, which resolutions pro-
vided that the New Jersey corporation should transfer
its property to the Delaware corporation and switch
over its liability to the Delaware corporation for all
its indebtedness, and should receive from the Delaware
corporation $290,000, I think it was, of the Delaware
company’s stock at par, the purpose being that the
New dJersey corporation would then distribute that
stock to its own stockholders, share for share. It was
approved by a large majority of the stockholders of
the two corporations, being the same persons. I may
say that the stock is held largely by one family; ex-
ceptmg Mr. Dalsheimer’s and one or two other 'stock-
holders holding very few shares the stock is held very
largely by the members of one family, the Levy family,
who have, I think, four or live of them, a large majority
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of rhe stack; the stock is held very closely anyhow, I
think there are only seven or eight stockholders. Now,
when the directors and stockholders had met and
passed a resolution and approved the contract and
signed it and the matter came to be disposed of actu-
ally, instead of issuing the stock of the Delaware cor-
poration to the Jersey company, in accordance with
the terms of the resolution and I think in accordance
with the terms of the contract itself, what they did
they say for purposes of economy, and it would have
been all right if everybody had agreed and the best
way to do it if everybody had agreed—what they did
was to issue the stock directly from the Delaware
corporation to the Jersey stockholders.

The Vice Chancellor: May I ask you, Mr. Grey,
to just go a little more into detail into what the pre-
liminary plans were on the subject of a contract and
then of a resolution. Was there a formal contract
executed ?

Mr. Grey: Yes, sir; there was a resolution passed
by each board of directors, the Jersey company to the
eifect that it would sell its assets.to the Delaware
corporation upon the terms of receiving $290,000 of
stock of the Delaware in preferred and common and
an assumption by the Delaware company of all thg
Jersey company’s liabilities and the Delaware corpo-
ration passed a similar resolution that it buy from
the New Jersey company its property and issue there-
for $290,000 of stock and assume its liabilities. Now.
the stockholders approved and the contract was exe-
cuted in accordance with the resolution, and the stock
of the Delaware company instead of being issued to
the New Jersey company in exchange for a bill of sale
was issued directly to the Jersey company stockholders
and they surrendered their shares which, I suppose,
were cancelled.

The Vice Chancellor: Well, there was a formal
contract?

Mr. Grey : The contract was exactly in the terms
of the resolutions. Shall I read it? It is very short.

The Vice Chancellor: If it does not depart at all

from the resolution you need not read it.
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Mr. Grey: Not substantially.

The Vice Chancellor: The departure, then, was in
the actual method of carrying it out?

Mr. Grey: Yes, sir. But even if they had carried
it out strictly in accordance with the terms of the
contract, that 1is, if they had issued the Delaware
company’s stock directly through the Jersey corpo-
ration and then distributed it, if you should conclude
that that should have been done and what they did
was practically doing that, still, as against the com-
plainant, he having never agreed, they have no right
to dispose of all the assets of the property and dis-
solve it in the way this company was attempted to be
dissolved, against the will of a stockholder, and they
cannot make a creditor transfer his claim from the
Jersey corporation and make it a claim against the
Delaware company by merely passing a resolution or
executing a contract between the two corporations.
The agreement is dated the 20th of August, 1912, and
it is between the two corporations of the same name 20
but of different states, so indicated; it has recitals
that the company, which is the Delaware corporation,
has $300,000 worth of stock, divided into shares at par
at $50, which would mean 6,000 shares, and that
whereas the board of directors of the company, the
Delaware company, have ascertained and declared that
the property and rights of the other company are-
valued at $290,000, therefore, that the New dJersey
company have hereby assigned, transferred, etc., va-
rious patents, namely, two patents of the United States,
two of Great Britain, one of the Dominion of Canada, 30
one of New South Wales, one French patent and one
German patent, together with all machinery, and tools,
etc., all the property and all the business of the cor-
poration as carried on in Philadelphia. That property
which was formerly owned by a New Jersey company
is said by the defendants now to be owned by the Dela-
ware corporation, and the complainant is a resident
of Maryland, and I think some of the Levys are from
New York, I don’t know, but, any way, it is a very
much scattered situation. I would like your Honor
to bear in mind all the time that the defendants, the
New Jersey company and the Delaware corporation
and all of the directors and all of the stockholders
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and officers, are really and exactly in the same atti-
tude towards this property that they were three years
ago, before the Delaware company was formed; there
has been no change of any substantial character in the
situation itself* it is more or less of a technical change,
switching the owner of the corporation and the opera-
tor of the business from a New dJersey organiaztion
to a Delaware one, the property itself has been oper-
ated right along and, I believe, earning money in Penn-
sylvania.

The Vice Chancellor: It is simply a Jerseyman
becoming naturalized in Delaware.

M:r. Grey: That i1s 1t; whether that can be done
without the consent of all the New Jersey company’s
members. That last clause of the agreement is, all
of the said property being subject to the assumption
by the Delaware company of all the indebtedness obli-
gations and liabilities of this company, the Jersey
company. That is a perfectly plain, simple agreement,
meaning that the consideration named was to go to
the treasury of the Jersey corporation. Of course,
that is the only way the Jersey corporation could dis-
pose of its property and receive the consideration.
Now, i1t is true that Mr. Dalsheimer knew of these
transactions; he got notice of the stockholders’ meet-
ing that was called by the directors of the Jersey
company in August, 1912; he did not attend the meet-
ing, did not assent, never assented to the transaction
going through; he wrote numerous letters in the next
two years after the agreement was signed.

The Vice Chancellor: You say he did know of the
meeting?

M:. Grey: Yes, knew all about it. The defendants,
the officers of the company,, were perfectly courteous
in answering his letters, and for two years they car-
ried on a correspondence in which Mr. Dalsheimer
was making known his dissatisfaction as to the method
of carrying on the business and making inquiries as
to the finances of the company.

The Vice Chancellor : He at this time had become
aware of the transfer?
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Mr. Grey: Yes, sir. Well, as a matter of paper
information, that is, he received letters saying that,
the matter was closed. I think the first letter he re-
ceived in regard to the transfer—I don’t know, I may
be mistaken about this,—was in February, 1913; on
the 3d of February he received a letter, which 1is
annexed to the bill and admitted, in which he was
informed that his stock in the Delaware corporation
was ready for delivery to him and asking him to send
in his stock of the New Jersey corporation. I think
that is the first date on which he was asked to do
something in regard to the matter, and from then on
the correspondence occurred which I referred to, con-
tinuing as late as the late spring of 1914.

The Vice Chancellor: What were the terms of the
delivery of the Delaware stock? Did they require that
the New Jersey stock be surrendered?

Mr. Grey: Yes, sir; and receive a new certificate of
the same character for the same number of shares-
That i1s the situation. I will let Mr. Coulomb, if he
will, suggest the defendants’ contentions.

The Vice Chancellor: Before we attempt to con-
sider the legal situation let us dispose of any issues
of fact there may be. Do you deny any averment that
Mr. Grey has made?

Mr. Coulomb : No, I do not deny any averment that
he has made excepting with respect to the resolution
passed concerning this transfer of business from the
New Jersey corporation to the Delaware corporation.
That resolution provided that the stock should be
transferred to the holders of stock in the New Jersey
corporation; in other words, instead of passing through
the hands of the New Jersey corporation it passed
direct. I will read from the minutes, if I may: “In
consideration of the issuance of the capital stock of
the Graphic Arts Company, incorporated under the
laws of Delaware, to the order of each of the stock-
holders of this company”’—that is, the New dJersey
company— “in the identical amount of his present
holdings in this company, said shares aggregating
5,800, and of the assumption by the Graphic Arts
Company (incorporated under the laws of Delaware)
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of all the indebtedness, obligations and liabilities of
this company.”

The Vice Chancellor: Well, the resolution will
show for itself; that is the purport of the resolution.

Mr. Coul omb: Yes.

The Vice Chancellor: Then the only real issue of
fact is that of laches?

Mr. Coul omb: I think that is the only issue of fact.
Mr. Qrey has said there is no change in respect to
the situation of these companies. 1 do not know whether
he meant with respect to the obligations of the Dela-
ware company, because if that be so there are debts
now owed by the Delaware company—-that is, debts
contracted in the conduct of its business—which are
not the debts of the New Jersey company.

The Vice Chancellor: Will you concede that, Mr.
Grey?

Mr. Grey : I suppose that must be so, for they have
gone on and done business, I suppose.

The Vice Chancellor: Very well; let that be con-
ceded without objection.

Mr. Grey : What do they amount to? I would like to
have some suggestion. They were debts incurred, I
suppose, Mr. Coulomb, in carrying on the business in
the usual way?

Mr. Coulomb: Yes, sir. There are three of them*.
Lebran & Co., $1,327; German-American Stoneware
Works, $285,24, and sundry accounts, $607.76.

The Vice Chancellor: May that stand as proven.
Mr. Grey?

Mr. Grey : Yes, I will admit that. Your clients have
informed you of these facts, have they?

Mr. Coulomb : Yes, sir.

The Vice Chancellor: What do you wish to do on
the subject of laches in the way of proofs? Is there
anything further that Mr. Grey has stated that you
claim ?
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Mr. Coulomb: Well, I don’t know as there is any-
thing further. It makes it a little more clear, I think.
—well, I don’t know as it does either; I think they
have admitted that they were fully aware of this situa-
tion, that is, that they receivced notice of the resolu-
tion, and on February 2d or 3d, 1913, they were notified
that their stock was ready to deliver to them. Now,
there is only one thing I would like to show, and that
1s to put 1n------

The Vice Chancellor: When did either the present
complainant or any of the original complainants first
object, first show a dissent, first manifest a dissatis-
faction with this transfer of corporate existence?

Mr. Coulomb : As I understand it from my clients
they did not know until the actual filing of the bill__
that 1s, the Delaware corporation, did not know that
Mr. Dalsheimer dissented from the arrangement until
the filing of the bill in this cause, and it is for that
reason I would like to read to your Honor the letter
which Mr. Dalsheimer wrote in reply to the letter of
the Delaware corporation telilng him that the stock
was ready to deliver to him.

Mr. Grey: Mr. Coulomb, is that annexed to the bill?

Mr. Coulomb: Yes; it is annexed to your bill.

M:r. Grey: What is the date of it?

Mr. Coulomb: It 1s February 26th, 1913. It is
annexed to the bill and I read it for the purpose of
showing that at that time there was no dissent in his
mind, at least, no expression of it. He says (reading
letter). Now, in response to that, under date of March
7th, 1913, the Delaware corporation sent to Mr. Dal-
sheimer the statements of the liabilities, and so on, and
those statements are annexed to the bill of complaint,
forming exhibits® 5, 6, 7, and so on. There is another
matter that I think Mr. Grey is mistaken in, and that
1s? he says that after this letter of February 26th
there were other letters written, but there was no
other letter written until April 27th, 1914, that was
tne date ot the next communication.

The Vice Chancellor* About a year later?
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Mp. Coulomb: About a year later.

The Vice Chancellor : That makes a protest?
Mr. Coul omb: No; he asked for information.

Mii. Grey : That is not annexed to the bill.

Mr. Coulomb : No; 1t is not annexed to the bill.

Mr. Grey: I have no objection to it all going in.
Wouldn’t it be better to put my proof in first?

The Vice Chancellor: I thought perhaps in view
of your opening statement and the circumstances that
the stenographer has taken down everything that has
been said on both Sides that the proofs can be prac-
tically dispensed with. Mr. Coulomb says there is
nothing that you have said, save the qualifications that
he has made, which you seem to have assented to, that
he denies. Now, is there any proof necessary? If so.
suppose you make whatever proofs you think of that
may not be covered by the admissions or statements.

Mr. Coulomb : I would like to State that there are
;negations in the bill which charge that this thing
was fraudulently done. Mr. Grey has not referred to
any facts from which that could be inferred. There
migth be such a thing as legal fraud, but I would like
to state that this transfer was made under the direc-
tions of the New Jersey Corporation Company.

Mr. Gbey : Mr. Coulomb, it is not necessary to go
into that. I do not say that these gentlemen cheated.
There is no such charge as that. I merely meant that
the result of the transaction was that there was a
legal fraud perpetrated upon a stockholder of the New
Jersey ‘corporation in transferring this property to
a beiawfiVe corporation and not receiving considera-
tion; that Step was a fraud legally upon the stock-
holders who did not assent; the Jersey corporation did
not pveh receive the consideration it bargained for; it
did not receive the Stock in the Delaware company as
'consideration for that transfer of its property, and
the fraud respited ih that the New Jersey corporation,
attempting to dissolve in this irregular way, did not
distribute its assets, because it hadn’t any assets after
it transferred this property” but it did not distribute
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its assets, namely, the property transferred to the Dela-
ware company, to its preferred stockholders first of all,
paying them for their shares; as a preferred stock-
holder the complainant was entitled to have par pay-
ment on his shares. There is nothing personal as to
any effort to do anybody.

The Vice Chancellor: I think there is no dispute
on that. Now, tell me about the appearances. Has
any one answered except the New Jersey corporation?

Mr. Gr ey: I think not.

The Vice Chancellor: Have defaults been entered
against the other defendants?

Mr. Grey : There were two defendants who answered,
I think. I don’t mean two have answered, two are
in court, and a decree pro confesso was taken against
the other one, I am not sure,—wasn’t it Mr. Martin,

the New Jersey resident director? Of course, we won’t
press that.

The Vice Chancellor: What about the Delaware
corporation?

Mr. Grey: They did not answer nor did any of the
directors.

The Vice Chancellor: Did you proceed against
them?

Mr. Grey: By advertisement,—no, sir, did not pro-
ceed against them.

The Vice Chancellor: They are not before the
court at all?

Mr. Grey : Not before the court.

The Vice Chancellor: Will you make whatever
proofs you think of, Mr. Grey, that may not be fully
covered by your statements?

Mr.Grey : Well, that shortens it up very much. If
you will just give me a moment I will eliminate what
I was expecting to offer and only offer what now seems
necessary. Now, Mr. Coulomb has called for two
papers, one is a notice of the meeting of stockholders
of the New Jersey company, dated August 9th, 1912.
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for the purpose of acting upon a recommendation of
the board of directors in regard to selling its property
to the Delaware corporation and accepting on the part
of the Jersey stockholders a similar amount ot stock
in the Delaware corporation. I produce that paper.
Also, he asked for a letter dated May 5th, 1914, writ-
ten by the Graphic Arts Company, by its secretary,
Mr Howard S. Levy, to Mr. Simon Dalsheimer, and
in this letter the writer acknoivledges the receipt ot
the letter of April 27th, 1914, to which Mr. Coulomb
has just referred, and contains various information
asked for by Mr. Dalsheimer in his letteu* of April 27th.
I offer in evidence a letter dated May 28th, 1914, ad-
dressed to Mr. Simon Dalsheimer, signed Graphic Arts
Company, L. E. Levy, president. It is rather too long
to read into the testimony. Let me state it to your
Honor. Have you any objection to this?

Mr. Coul omb: No.

Mr. Grey : This letter contains a copy of a resolution
of the New Jersey company authorizing the sale ot its
property to the Delaware corporation. It also contains
a copy'of a resolution of the Delaware company au-
thorizing the purchase, which latter resolution is m
this language: “Resolved, That the board of directors
of this company be and they are hereby authorized and
directed to purchase the property above mentioned tor
the said price (namely, the property and price men-
tioned in the agreement of purchase) and to issue, said
stock in payment thereof.” And then it contains a
list of the stockholders, preferred and common, of the
Graphic Arts Company of New dJersey, being mthis
language (reading paragraph 4 from letter) Now
let me read the first three paragraphs of the letter
on the record. That will be all I need to refer to
now (Reading from letter.) Mr. Coulomb, do you
happen to have a letter from Mr. :Dalsheimer dated
June 2d, 1914? (Paper produced and handed to
counsel.) I will offer this m evidence. It is a letter
dated June 2d, 1914, addressed to Graphic Arts Com-
pany, 1221 Spring Garden Street, Philadelphia, Pa.
heading said letter.) 1 offer letter dated June 12th
1914, addressed Mr. Simon Dalsheimer, signed Graphic
Arts Company, L. E. Levy, president. (Reading said
letter ) I think I will offer in evidence the reports
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referred to in this last letter. They are dated respect-
ively January 3d, 1911, Jannary 4th, 1912; April 1st.
1913; April 1st, 1914. The report dated April 1st,
1913, is headed “Treasurer’s report for year 1912, and
the report dated April 1st, 1914, is headed “Treasurer’s
report for year 1913.” Could I ask you for a letter
of June 15th, 1914? (Paper produced and handed to
counsel.) I offer in evidence letter dated June 15th.
1914, addressed to Graphic Arts Company, 1221 Spring:
Garden Street, Philadelphia, Pa., signed Simon Dal-
sheimer, acknowledging receipt of Graphic Arts Com-
pany’s letter of the 12th of June, 1914, and asking for
further information in regard to the contents of the
reports, the requests being in four paragraphs, briefly
as follows, (reading from letter). The letter closes
with a paragraph requesting an early response, which
was received by Mr. Dalsheimer in a letter dated June
23d, 1914, which I offer, signed Graphic Arts Company.
L. E. Levy, president, giving an itemized reply to each
one of the questions contained in the four paragraphs,
to which is annexed two reports, one dated June 2d,
1909, in two pages, treasurer’s report, and supplemen-
tary report, apparently for the year 1908, the report
for the year 1910 having been previously sent to Mr.
Dalheimer, which appears in evidence, under date of
January 3d, 1911. June 27th, 1914, letter to Graphic
Arts Company, 1221 Spring Garden Street, signed
Simon Dalsheimer, acknowledging receipt of the letter
of June 23d, and in this letter the writer comments
upon and makes further inquiry in regard to the re-
ports mentioned and asks this additional question: “I
would also be indebted to you for a list of the present
creditors of the company and the amount due each
one.” 1 offer that letter in evidence. I offer letter in
evidence dated July 6th, 1914, addressed to Mr. Simon
Dalsheimer, signed Graphic Arts Company, L. E. Levy,
president, giving Mr. Dalsheimer information in reply
to his inquiries of the 27th, to which is annexed, and
which I also offer, the president’s annual report to the
Graphic Arts Company for the year 1913, dated Janu-
ary 5th, 1914, and report of the Executive Committee
to the board of directors of the Graphic Arts Company
dated October 14th, 1913. That is all I have in regard
to the general situation. As to the situation in regard
to the matter of indebtedness to the complainant by
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the defendant, the answer admits the indebtedness, that
1s, the amounts set out in the bill, the amount of prin-
cipal, there is no calculation of interest, and suggests
that no doubt the New Jersey company would pay the
debt.

The Vice Chancellor: The Delaware company, yon
mean?

Mr. Grey : The Delaware corporation, that is right.
I do not know how much proof you need to have, if
any, on the question of the claim. I have here a
memorandum giving the dates and amounts of each
one.

Mr. Coulomb: We admit that claim.

Mr. Grey : I want to get the dates of the advances
by the creditor of the New Jersey corporation, which
are as follows:

The Vice Chancel lor : Just read it into the record
and it may stand as proved unless it is disputed.

Mr. Grey : The items are these: September 30th, 1903,
$500; October 7th, 1903, $500; November 9th, 1903,
$500; November 25th, 1903, $500; February 13th, 1904,
$500; January 9th, 1905, $500; February 6th, 1905,
$1,000; March 28th, 1905, $1,000; August 7th, 1905,
$500; September 5th, 1905, $1,000; total, $6,500. Now,
we figured out the interest on these amounts, which I
will state, subject to criticism by the defendant. On
the first item, interest, eleven years, six months the
interest was calculated to the 15th of April, 1915-
eleven years, six months, fifteen days, $346.25. On the
second item, eleven years, five months, twenty-nine
days $344.92. On the next item, eleven years, five
months and six days, $343. On the fourth item, eleven
years, four months and twenty days, $341.6Tu On”the
fifth item, eleven years, two months, two days, $335.17-
On the sixth item, ten years, three months, six days,
$308. On the seventh item, ten years, two months and
nine days, $611.50. On the eighth item, ten years and
eighteen days, $603. Ninth item, nine years, eight
months and eight days, $209.66. Last item, nine years,
seven months and ten days, $576.67.
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The Vice Chancellor: Are those various items rep-
resented by notes?

Mr, Grey: No; they are represented by checks ad-
vanced.

The Vice Chancellor: I mean, is there anything
held in the nature of a note from the company?

Mr. Gr ey. No, sir.
The Vice Chancellor: Simply an open account?

Mr. Grey : Open account. The situation, as I under-
stand it, was that when the company started, everybody
being friendly and wanting to help it out, when they
needed money they called on each other for loans.

The Vice Chancellor: And these were loans made
at that time?

Mr. Gre y : That 1s what I understand to be the situa-
tion, and Mr. Dalsheimer advanced these amounts from
time to time as indicated.

Mr. Coulomb: The only question, if your Honor
please, is whether he would be entitled to interest for
more than six years. However, that is not a ques-
tion of fact.

The Vice Chancellor: Yes. Now, Mr. Coulomb,
introduce any evidence that you have.

Mr. Gre y : Well, just a moment, if your Honor please-

The Vice Chancellor: You can supplement your
proofs, Mr. Grey, if anything occurs to you later on.

Mr. Gre y : All right Mr. Coulomb you may proceed-

Mr. Coulomb : I want to offer in evidence the notice
sent to Mr. Simon Dalsheimer under date of August
9th, 1912, giving notice of the meeting to be held on
Tuesday the 20th instant

Mr. Gre y : That is already in evidence. It is annexed
to the bill and it is also contained in a letter I offered
which we received from you.

Mr. Coulomb: Very well. I want to introduce the
letter of Aﬁril 27th, 1914, which was introduced by
you, I think.
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Mr. Grey: Yes, sir.

Mr. Coulomb: The letter from Mr. Dalsheimer to
Graphic Arts Company of May 15th, 1914,-1 don’t
know whether that was introduced by you.

Mr. Grey: Our letter to you?

Mr. Coulomb : Your letter to us, yes. It is simply a
letter of inquiry concerning the status of the company.

Mr. Grey: Yes; all right.

Mr. Coulomb: I think the other letters have been
offered. 1 offer letters written by the Delaware cor-
poration to Mr. Dalsheimer as follows: Letter of Feb-
ruary 3d, 1913, which is annexed to the bill; letter of
March 7th, 1913, which is annexed to the bill, together
with the exhibits accompanying that letter, all of
which are annexed to the bill; the letter of May 5th.
1914, in reply to Mr. Dalsheimer’s letter of April 27th.
1914, which I think was introduced by Mr. Grey; the
letter of May 28th, 1914, in reply to Mr. Dalsheimer’s
letter of May 15th, 1914, which was also introduced
by Mr. Grey, together with the reports accompanying
it, all of which have been introduced.

The Vice Chancellor: They need not be reintro-
duced. They are once in, they are in for all purposes.

Mr. Coulomb : I followed it closely, but I don’t want
to make any mistake.

The Vice Chancellor: I think it may be stipulated,
may it not, that inasmuch as these exhibits are not
being read at this time that when a transcript is pre-
pared all the correspondence can go in?

Mr. Grey: Yes.

Mr. Coulomb : I think all the rest of the letters are
in, introduced by Mr. Grey.

Mr. Grey: Yes; I offered the letters once and they
are for the use of the defendant as well.

The Vice Chancellor : Yes.

Mr. Coulomb : We desire to introduce the minute of
the board of directors of the New Jersey corporation
of August 9th, 1912. Do you object if I state the
general terms of that resolution?
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The Vice Chancellor: Isn’t that annexed to the
bill?

Mr, Coulomb : No; it 1s not annexed to the bill, it is
part of the minutes.

Mr. Grey: You mean you want to offer the whole
minutes? You are going to offer two pages?

Mr. Coul omb: Yes.

Mr. Grey: I have no objection to it at all. It might
be well to have that in such shape that we could see
it. Can you read it in or give it to Mr. McGonigle?

Mr. Coulomb : I can do that or make copies of it.
The Vice Chancellor: Suppose you make copies
and hand one to Mr. McGonigle.

Mr. Gre y : Mr. Coulomb is referring to the minute

book of the New Jersey corporation, Graphic Arts
Company.

The Vice Chancellor: It is endorsed on the back
“Minutes of the stockholders’ and directors’ meetings
of blank,” but on the inside page appears Graphic Arts
Company of the State of New Jersey.

Mr. Grey : What pages do you offer, Mr. Coulomb?
Mr. Coulomb: Page 194.

Mr. Grey: And meeting under date of what?

Mr. Coul omb: 194 and 195, being a special meeting
of the board of directors held at 1221 Spring Garden
Street, on August 9th, 1912, at 2.30 P. M., there being
present Mr. L. E. Levy, Mr. Hugo Bilgram and Mr-
H. Levy. 1 also desire to introduce minutes of a spe-
cial meeting of the stockholders of the Graphic Arts
Company held at the office of the company, 419 Market
Street, Camden, New dJersey, on August 20th, 1912,
which minute appears at page 196 and 197 of the
minute book above referred to, at which meeting it
appears from the minutes the resolution was passed
authorizing the sale of the assets of the New Jersey
corporation to the Delaware corporation.

Mr. Grey: And approving the directors’ resolution.
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Mr. Coulomb: And approving the directors’ resolu-
tion.

The Vice Chancellor : You may transcribe that and
hand a copy to Mr. McGonigle.

Mr. Coulomb: Yes. 1 also desire to introduce a
minute of the special meeting of the board of directors
held at the office of the New Jersey company at 419
Market Street, Camden, New Jersey, on August 20th,
1912, at 9.30 A. M., which appears upon pages 198 and
199 of the book of minutes above referred to, at which
meeting it was resolved that the company sell its
assets to the Delaware corporation. Now, I desire to
introduce in evidence the report under date of April
1st, 1914, entitled “Treasurer’s supplemental report for
the year 1913.

Mr. Grey : As far as I know, Mr. Coulomb, we never
received a copy of it, but we don’t object to admitting
it in ebidence. We cannot find that we received any
copy of it.

Mr. Coul omb : Mr. Grey, that was sent to you accom-
panying letter under date of May 28th, 1914.

Mr. Grey: The letter says, paragraph 5, “Copy of
the annual report submitted at the last stockholders’
meeting is enclosed.” Is that the one?

Mr. Coul omb : That is the one.

Mr. Grey : That is a copy of the annual report. 1
do not object to its being admitted in evidence. I don’t
know that we ever received it. If we find it I will be
glad to call your attention to it.

Mzr. Coulomb : I also desire to introduce in evidence
the report under date of April 1st, 1915, entitled
“Treasurer’s supplemental report for the year 1914.
You haven’t got a copy, Mr. Grey, as I understand it,
because it hasn’t been promulgated.

Mr. Gr ey: These reports, Mr. Coulomb, are reports
of the affairs of the Graphic Arts Company of Dela-
ware ?

Mr. Coulomb : Yes, they are.
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Mr. Grey : In regard to the treasurer’s supplemental
report for the year 1914, dated April 1st, 1915, I under-
stand that Mr. Coulomb states we have not been sent
any copy.

Mr. Coulomb: No, I understand that is so, no copy
has been sent. I would like to state that, so far as the
sending of that report to Mr. Dalsheimer is concerned,
there has been no meeting and the report has not been
presented to the stockholders. Have you any objection
to that going in?

Mr. Grey: No. but we haven’t received it.

Mr. Coulomb : I would like to call to the court’s at-
tention and have it appear on the record that in these
reports under the statement of liabilities, where appear
various amounts opposite Max Levy’s name, that $250,-
000 of those various amounts in each case represent his
holdings of the common stock of that company.

Mr. Grey: You mean that in the supplemental re-
port for the year 1914, April 1st, 1915, the second
item of liabilities, which reads “Max Levy, $259,110.68,”
of that amount $250,000 is stock?

Mr. Coulomb : Yes. I would like to introduce also,
for the purpose of comparison, a statement which
shows the assets and liabilities of this company as they
existed on January 2d, 1908, and as they existed on
January 2d, 1915. These amounts can be established
from the ledger accounts.

Mr. Grey: Well, Mr. Coulomb, can they be estab-
lished from the reports that are now in evidence?

Mr. Coulomb : Yes; this is simply a summary show-
ing the condition between those dates.

Mr. Grey: And did you make it up yourself?

Mr. Coulomb : It was made up by the Graphie Arts
Company, of Delaware.

Mr. Grey: Is it in the nature of a brief? Wouldn’t

that come in with your brief as a resume of the evi-
dence ?
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The Vice Chancellor: If you put it in as a tabu-
lation, just give Mr. Grey a copy and he can correct it
if he wishes.

Mr. Coulomb: We can have a copy made and give
it to you, Mr. Grey.

Mr. Grey : Yes, all right.

The Vice Chancellor: It will be treated as a tabu-
lation only, and not as evidence.

Mr. Coulomb: Now, I think it is alleged in the bill,
and I do not believe it will be disputed, that in trans-
ferring the business of this corporation from the New
Jersey company to the Delaware company and doing
business there is a saving of $270 in the annual fran-
chise tax. The annual franchise tax on the amount of
capital in this State would be $290; that is, one-tenth
of one per cent, on the $290,000, and in Delaware the
franchise tax of a corporation having a capital stock
not exceeding $300,000 is $20.

The Vice Chancellor: And also that there iS no
“Seven Sisters” statute in Delaware.

Mr. Coulomb: Well, I think that might be con-
ceded, if your Honor please. I think that is all.

The Vice Chancellor: Very well. Do you think
of anything more, Mr. Grey, that needs to go in from
your standpoint?

Mr. Grey: Mr. Coulomb, I understand there was a
resolution passed some time or other by the board of
directors of the New Jersey company, perhaps in 1909
or 1910 or 1908, in regard to the payment of interest on
amounts due on loans to the company?

Mr. Coulomb : We will try to find it, Mr. Grey.

Mr. Grey: Well, it, in effect, is that the statute of
limitations—I don’t know whether it uses this lan-
guage, probably not—should not operate against the
payment of interest on the loans, because the corpora-
tion at that time could not pay, and instead of paying
on account any money they excused the operation of
the statute.

74



The Vice Chancellor: Well, the minute can be in-

troduced if it is found.

Mr. Grey: I believe it was stated in the bill that

the company was dissolved by proclamation of the Gov-

ernor. If it is not in the bill I would like to have it in

the case. I think it was for non-payment of taxes for
the year 1911.

The Vice Chancellor: Very well; let that be stip-
ulated.

Mr. Coulomb : Yes, it appears in the bill and is ad-
mitted by the answer.
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February 3, 1913.
Mr. Simon Dalsheimer,

Lord Baltimore Press,
Baltimore, Md.

Dear Sir:—

The certificates of stock of the Graphic Arts Co., in-
corporated under the laws of Delaware, are now ready
for delivery in exchange for the like certificates of the
former corporation in New dJersey, and will be deliv-
ered by the undersigned in return for the latter imme-
diately on their receipt.

Yours very truly,

Sec’y-Treas.

Baltimore, Md., U. S. A., 2-26-13.
Graphic Arts Co.,

Mr. Howard Levy, Sec.,
Philadelphia, Pa.

Dear Sir:

In response to your letter of the 3rd inst., which I
have just found time to take up for consideration, you
state that you are now ready to deliver the stock of the
Delaware corporation for the certificates of the New
Jersey one. In referring to your letter of Aug. 9, 1912,
I note you write that the assets and property of the
present company would be sold and transferred to the
new company, and that the new company would assume
all the obligations of the old one. Would you be kind
enough to send me a list of the assets and property
which the present company has purchased and also of
the obligations which it has assumed?

Very truly yours,
SIMON DALSHEIMER.
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March 7, 1913,
Mr. Simon Dalsheimer,
C/o The Friedenwald Go,,
Baltimore, Md,
Dear Sir: )

Answering jours of 2/26th I enclose copy of the
scontract which was duly entered into in accordance
with corporate action taken last August and which
shows the property turned over to the new company.
The liabilities assumed by the new company at that *0
time did not differ materially from those shown in the
last balance sheet of the New Jersey Company which
was made up January 4, 1912, a copy of which is en-
closed.

Very truly yours,

Sec’y,

20
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THE GRAPHIC ARTS COMPANY.

AGREEMENT FOR THE PURCHASE OF
PROPERTY.

An Agreement made this.......... 20th......... «day of
August, 1912, by and between Graphic Arts Company,
a corporation of New Jersey (hereinafter called the
“vendor,”) of the first part, and Graphic Arts Com-
pany, a corporation organized under the laws of Dela-
ware, (hereinafter called the “company”) of the second
part.

Whereas, The vendor is the owner of the property
and rights hereinafter described; and

Whereas, The company has been duly organized with
an authorized capital stock of $300,000.00—divided
into shares of the par value of $50.00—each; and

Whereas, The board of directors of the company have
ascertained, adjudged and declared that the said prop-
erty and rights are of the fair value of two hundred
and ninety thousand—dollars ($290,000.00)—, and that
the acquisition thereof is necessary for the business of
the company and to carry out its contemplated objects;

Now, therefore, this agreement witnesseth:

1. That the vendors have sold, assigned, transferred,

and set over and do hereby sell, assign, transfer and
set over unto the company, its successors and assigns,
all their right, title and interest in and to the following
described property, to wit:

United States Patent No. 627,430, dated June 20,
1899, and certification of same in Cuba, Porto Rico and
Philippine Islands.

United States Patent No. 920,766, dated May 4, 1909.

Letters Patent of Great Britain No. 2710, dated Feb-
ruary 7, 1899, and reissued under date of March 20,
1911.

Letters Patent of Great Britain No. 18,869 of Au-
gust 23, 1906.
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Letters Patent of tlie Dominion of Canada No- 63,-
751, dated January 28, 1899.

Letters Patent of New South Wales No. 9386; and
of Victoria No. 16,307.

French Patent No. 285,903 of February 14, 1899.

German Patent No. 112,119 of February 15, 1899, and
also all the machinery, tools, drawings, models, mate-
rial fixtures, book accounts and the entire assets, good

will and existing business as now carried on at 1221
Spring Garden St. and 940 N. 9th St., Philadelphia.

All of said property, being subject, nevertheless, to
the assumption by the Graphic Arts Company, incorpo-
rated under the laws of Delaware, of all the indebted-
ness, obligations and liabilities of this company.

Philadelphia, January 4, 1912.

Assets.
Inventory............. $22,495.26
Accounts Receivable
Royalties ......cccccceeieiiieinnnnn. $5,925.92
J. Voirin, Paris............ .. 684.56
Middows Bros., London........ 2,356.60
S. Herbst, Budapest ............ 72.20
Le Journal, Paris ............. 895.71
Walter Grutzmacher, Berlin. 779.00
L. F. Eaton, Detroit.............. 168.20
Ippers Machine................. 291.50
Consignment a /¢ ...cccceeeennneee 633.84
Sundry Minor a /¢ ......ce........ 157.50
---------------- 11,965.03
Bills Receivable........ccoovvvvvnnnnnnnn. 481.75
Cash Balance....cccooooeeeeeiiiiinnnnnnnne. 1,145.72
Patents..oiicoeiiiiiieiiiieee, 245,000.00
$281,087.76
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Liabilities.

Preferred Stock .. $40,000.00

Max Levy............. 257,004.87 267.004.87

Friedenwald Co ., 8,500.00

Simon Dalsheimer 8,000.00

Labran Co............ 664.81

Sundry Minor a/c 513.16
$314,682.84
281,087.76

Net Liabilities .................
Net Liabilities, January 3,1911
Net Liabilities, January 4,1912

Graphic Arts Company,
1221 Spring Garden Street,
Philadelphia, Pa.
Gentlemen:

I was, as you know, a stockholder in Graphic Arts
Company, a corporation of New Jersey, and also a cred-
itor of that company to a considerable amount, owning
in the early history of the company a majority of the
capital stock. I have received a notice of one or more
meetings, at one of which it was stated in the notice
that the purpose of the meeting was to act upon a rec-
ommendation of a Board; that, as a measure of econ-
omy, a new company under the laws of the State of
Delaware should be formed with the same amount of
capital stock, both preferred and common, and that the
assets and property of the New Jersey company should
be transferred to the new company, and likewise that
the new company should assume all of the obligations
of the New Jersey company.

I have not been present at any meeting of stockhold-
ers for a number of years, and I have received no re-
ports, or other information, except in answer to my
inquiry of February 26, 1913, as to what has been done.
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or as to the present condition of affairs, or my relation
to the company. I will therefore be indebted to you if
you will kindly let me have the following information:

1. By what authority and for what consideration
was any stock, preferred or common, issued by the
New dJersey corporation after my last subscription to
your capital stock? In some way, which is unknown
to me, it appears that my proportion of the holdings of
stock in the New Jersey corporation has been mate-
rially changed.

2. Will you kindly let me have a list of the stock-
holders of the New Jersey corporation at and immedi-
ately before the time of its conveying its property to
the Delaware corporation? Am I correct in my under-
standing that the New Jersey corporation distributed
the stock of the Delaware company among its stock-
holders in proportion to their then holdings in the New
Jersey corporation?

3. In the statement of assets and liabilities of the
New Jersey corporation as of January 4, 1912, I notice
an item of indebtedness to Mr. Max Levy amounting to
other securities, I will be indebted to you if you will let
me know what this item represents, the form of the in-
debtedness and the consideration received by the com-
pany therefor.

4. As a creditor of the New dJersey corporation,
and as the representative of Friedenwald Company,
which was also a creditor of the New Jersey corpora-
tion, I would like to know what immediate prospects
there may be of paying these accounts, together with
the accumulated interest thereon.

5. Not having exchanged or been called upon to ex-
change my stock in the New Jersey corporation for any
other securties, I will be indebted to you if you will let
me know the present worth of my stock in the New
Jersey corporation.

I am asking the above questions in view of my utter
Ignorance as to the recent history of the whole matter,
and with a view of ascertaining what, if any, action I
should take in the premises, and will be indebted to
you if you will let me have an early reply covering the
above matters.

Yours very truly,

SIMON DALSHEIMEE.
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May 5, 1914.
Mr. Simon Dalsh.eimer,
Lord Baltimore Press,
Baltimore, Md.
Pear Sir:—

Your letter of April 27th came duly to hand. Refer-
ring to your statement that you have received a notice
of one or more, meetings, we beg to say that notices of
every meeting of the stockholders of the Graphic Arts
Company, both of New Jersey and of Delaware, were
regularly mailed to you.

In reply to your several inquiries we note the fol-
lowing :

1. The authority and consideration for the issue of
the stock to which you refer is to be found in the min-
utes of the Board of Directors of the company of a
meeting held January .31, 1900, following a meeting of
the incorporators. At that time a purchase was made
from Max Levy of certain patents,-property and good-
will for the sum of $250,000, payable in common stock.
All' of the common stock which has been issued has
been issued in pursuance of this authority and pur-
chase.

2. We give you, as requested, a list of the stockhold-
ers of the New Jersey corporation at and immediately
before the time of its conveying its property to the
Delaware corporation. The holdings in the Delaware
corporation are identical with the holdings in the New
Jersey corporation, except that George H. B. Martin,
the New dJersey director, surrendered his one share,
and that share and two others from the holding of L. E.
Levy was transferred to S. D. Townsend, Jr., of Dela-
ware, in order to qualify him to act as a director. The
list is as follows:

Berliner, E....ccooooevviriiiiiin, 120 shares.
Bilgram, H...................... 1
Conkling, E. M............... 20 ¢
Dalsheimer, g ... 824
Levy, H. St i, 125

“ L E ... 4,552 “

« Lo F o 60 a
Martin, George H. B ................. 1
gtern, E ... 1
Walker, H L ..o, 96 «



3. The statement of an indebtedness to Max Levy
of |257,004,87 was an error in two respects: In the
first respect, there was a typographical error, and the
figures should have been $267,000 instead of $257,000.
In the second place, there was included in that item
the amount due under the resolution of January 31,
1900, which had been cancelled by the issuing of com-
mon stock. The actual indebtedness to Max Levy at
that time, exclusive of interest, should have been stated
as $17,004.87! If you will consult the statement which
your expert accountants made in 1908, you will note
the same form in the statement of the indebtedness to
Max Levy of $272,000, with no reference to the issue
of common stock by the company which had been made
previous to that time.

4. In view of the present condition of the company’s
business, there is a prospect that it may be in position
to begin payment of the accounts to which you refer,
with interest, within the next eighteen months.

5. There is no New Jersey corporation. The charter
has been duly surrendered. You and all other stock-
holders of the company have been notified to exchange
your shares in the New Jersey corporation for similar
shares in the Delaware corporation. Upon receipt of
your New Jersey shares the Delaware shares will be
issued to you.

Very truly yours,
Secretary.

Baltimore, Md., U. S. A,,
May 15, ’'14.
Graphic Arts Company,
1221 Spring Garden Street,
Philadelphia, Pa.

Gentlemen:—

I am indebted to you for your letter of the 5th in-
stant which I have not had an opportunity to consider
until within the last day or two. Many matters con-
nected with the situation are not as yet clear to me
and I will therefore be very much obliged to you if you
will give me detailed information upon the following
matters:
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1. A list, the names and amounts due the creditors
of the New Jersey company at the time the property
was turned over to the Delaware company.

2. What arrangement, if any, has been made with
these creditors under which the Delaware company as-
sumes the obligations? You will recall that both per-
sonally and as the representative of Friedenwald Com-
pany, 1 am interested in this matter.

8. I do not understand the basis upon which the
property of the New Jersey company was turned over
to the Delaware company, and I would like to have a
copy of the resolution of the New Jersey company au-
thorizing the sale, and a copy of the resolution of the
Delaware company authorizing the purchase of the
property.

4. The list of the holders of the stock of the New
Jersey company which you sent me does not distin-
guish between the preferred and common stock, and I
would like to have a list making this distinction and
showing the shares of common and preferred stock held
by the various persons in the New Jersey company at
the time of its dissolution.

5. I would like to have some idea as to the present
status of the business of the company, and if an annual
report was submitted to the last stockholders' meeting,
will be indebted to you if you will send me a copy of
this report showing the condition of the company and
also what appear to be the prospects of the company
for the future, if this can be stated with any certainty.

I am asking these questions for the reason that I
have been for some time entirely out of touch with the
affairs, of the compapy and am anxious to learn exactly
the situation.

Yours very truly,
SIMON DALSHEIMER.

May 28, 1914,
*Mr. Simon Dalsheimer,
Lord Baltimore Press,
Baltimore, Md.
Dear Sir :—
Replying to your several inquiries of 15th inst., we
note the following:
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1. The list of creditors of the Graphic Arts Co. of
New Jersey at the time its property was turned over to
the Graphic Arts Co. of Delaware was practically the
same as that noted in the list of assets and liabilities
dated January 4th, 1912, sent to you with our letter of
March 7, 1913.

2. The Delaware corporation agreeing to assume all
the obligations of the New Jersey company, no special
arrangement with the creditors became necessary.

3. The basis on which the property of the New Jer-
sey company was turned over to the Delaware company
1s stated in the Agreement for the Purchase of property
dated August 20th, 1912, a copy of which was sent to
you with our letter of March 7th, 1913.

The resolution of the New Jersey company author-
izing the sale is as follows:

Resolved: That the Board of Directors of this Com-
pany be authorized and directed to sell, transfer, sign
and deliver to the Graphic Arts Company, a corpora-
tion under the laws of Delaware with an authorized
capital of Three Hundred Thousand Dollars ($300,-
000), all its letters patent, patent rights, both of the
United States and foreign countries, together with all
1ts machinery, tools, drawings, models, material, fix-
tures, book accounts and its entire assets, good will
and existing business as now carried on at 1221 Spring
Garden Street and 940 North 9th Street, Philadelphia,
for and in consideration of the issuance of the capital
stock of the Graphic Arts Company, incorporated under
the Laws of Delaware, to the order of each of the stock-
holders of this company in the identical amount of his
present holdings in this company, said shares aggre-
gating 5,800, and of the assumption by the Graphic
Arts Company (incorporated under the Laws of Dela-
ware) of all the indebtedness, obligations and liabili-
ties of this company.

The resolution of the Delaware Company authorizing
the purchase is as follows:

“Resolved: That the Board of Directors of the Com-
pany be and they are hereby authorized and directed
to purchase the property above mentioned for the said
price (namely the property and price mentioned in the
agreement of purchase) and to issue said stock in pay-
ment thereof.”
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4, The holdings of preferred and of common stock
of the Graphic Arts Co., incorporated in New Jersey,
on August 20th, 1912, when it was reorganized under
the Laws of Delaware, were respectively as follows:

Preferred. Common.

Berliner, E ........cccccccceees ol . 60 60
Bilgram, H ................... 1
Conkling, E. M.............. 20
Dalsheimer, S ....cccoovvveeee eeerees 412 412
Levy, L. E .o, 280 4272
« H. S e, 125
“ L.F 60
Martin, G. H. Bt e 1
Stern, E .coooiviieiii 1
Walker, H. L ....cccccoeeeeee ol 48 48
800 5000

5. A copy of the annhal report submitted at the last
Stockholders’ meeting is enclosed herewith.

As to the prospects of the Company for the future
we can only note that the two main factors of that
future are—1)—the steadily increasing pressure of
competition by cheaper etching machines, one of which
particularly appears to infringe our principal patent,
and 2)—the expiration of that patent two years hence.
It is to be apprehended that these unfavorable condi-
tions will more or.less affect the business of the com-
pany, but to what extent and in what manner must
remain uncertain.

Very truly yours,

LEL/E. President.
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April 1, 1914.
TEEASHEER’S REPORT

for year 1913.

Receipts.

3913, 10
Jan. 2, Balance, Cash............... $3,464.37
“ Bills Receivable. 350.00
Dec. 31, Royalties............... $26,043.32
Mdse .o, 6,756.98
Installation ........cccooee..e. 1,025.00
Interest.....cccc. evnnn. 148.93
Sundry a/c ..eeeeeneee. €9.60
------------------ $34,043.83
20
Expenditures.
Wages....oooooee v, $17,241.75
Mdse......ooo....... SR 3,138.44
Maintenance .. ......... 3,805.23
Expense......c. v, 825.55
Advertising ...,............... 1,744.83
Infringement Suit.......... 564.75
Installation .., 455.37
TNteTestumenrnnnnnn, 2,672.71 30
Max Levy a/c.,.............. 3,327.29
$33,775.92
1/2/14 Balance..cec woeeveeeen. 4,082.28

$37,858.20 $37,858.20

1/2/14, Balance consists of

Cash.veeviviinn, $863.58
o — 11 Bills Receivable... 3,218.70
$4,082.28
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April 1, 1914.

TREASURER’S SUPPLEMENTARY REPORT

for year 1913.

Assets.
Dec. 31, 1913.
Inventory.....ooooeeeieeiieeiiennn.
Accounts Receivable:
Royalties ....cccoocvvvevvvvvevennnnnne. $11,595.70
Penrose & Co..covvveveeeeennnnnn, 2,636.24
Middo>vs Biros....ceeeevvuuvveennnn. 847.56
W. Grutzmacher .. 1.......... 541.19
Thomson Eng. Co................ 575.00
Sundry Accounts................ 20.25
Bills Receivable...ccceeveeneeennnn.e...
Cash Balance...cooooveeeenee veveieennn
Patents e,
liabilities.
Preferred StocK.....ccvveevveeeeennnn... . $40,000.00
Max Levy .ooovevvviiceieieeeennn, . 262,380.40
S. Dalsheimer....cccceeeeeeeeeeeeennnn.. 3,000.00
Friedenwald Co..covvvevevnnnvennnnnnne. . 3,500.00
Lebran C 0 .eeeeeeeeeeeeeeeeeeeeeeeeen. . 521.32
German-American S. W. Wks. 362.32
Sundry Account.....ccceeeuvennen.... 338.76
$310,103.80
286,540.00
Net Liabilities................

$21,231.78

$16,225.94

3,218.70
863.58

$41,540.00
$245,000.00

$286,540.00



Baltimore, Md., U. S. A., June 2, 1914.

The Graphic Arts Company,
1221 Spring Garden St.,
Philadelphia, Pa.
Gentlemen:

I am in receipt of yours of the 28th and will be in-
debted to you for a little further information.

1. —Kindly give me the names of the stockholders
who have exchanged their stock in the New dJersey
corporation for stock in the Delaware corporation, and
did such persons have all the stoek standing in their
names exchanged?

2. —Kindly send me copies of the treasurer’s annual
reports for 1910, 1911, 1912 and 1913.

Very respectfully,

SIMON DALSHEIMER.

June 12, 1914.

Mr. Simon Dalsheimer,
Lord Baltimore Press,
Baltimore, Md.

Dear Sir:—

Replying to your inquiries of 2d inst., we note

1) . All the stockholders of the New Jersey Corpo-
ration have exchanged all the stock held by them in
the New Jersey Corporation for that of the Delaware
Corporation excepting yourself and Mr. E. M. Conkling.

2) . The Treasurer’s reports requested are enclosed
herewith.
Very truly yours,
LEL/E.

President.
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TREASURER’S REPORT

GRAPHIC ARTS COMPANY

PRESENTED AT STOCKHOLDERS ANNUAL

1909

MEETING, January 18, 1910

Receipts

Jan. 2 Balance....coooveiiiiiiiiiiiiiiiiiennn,
Dec. 31—Royalties .......cccuveeee. $15,501.67

20

1/1/10,

Installation.............. 5,5645.30
Mdse..eeeeeeeeeeeeennnnn, 3,865.55

Expenditures

Construction and
Maintenance........ $10,148.64

Wages.eeveeneennnn, 10,590.50
Expense .....ccuuunene.. 1,544.99
Installation.............. 1,153.44
Advertising.............. 421.59
Patent a/c.................. 151.48
Interest & Discount. 183.69
Inventory........cc........ 109.00
Loan, E. Berliner... 500.00

$24,803.33
Balance...... c........... 244.03

$25,047.36

90

$134.75

24,912.61

$25,047.36



TREASURER’S SUPPLEMENTARY REPORT

1/18/1910.
Assets
INVENtOTY i
Accts. Receivable:
Royalties....ccoovveeeeeeieiiinnn, $2,961.90
J. Yoirin Co., Paris.......... 2,464.83
Penrose Co., London......... 32.70
Sam’l. Herbst, Budapest.. 600.00
St. Louis Republic............ 1,250.00
Consignment A/c................ 1,023.00
Frisco Examiner................ 1.75
Cash ...
Patents .
Liabilities
Preferred Capital Stock.............. $40,000.00
Max Levy.iiiiieieeieieeeveiiinnn, 270,498.44
Simon Dalsheimer................... 3,000.00
Friedenwald & Co.................... 3,500.00
Max Levy (C&N a/c)....... 5,333.70
Lebran Blower Co....ccccevvvnennneene. 1,415.67
Didier-March Co...ccoeevvvvnnnnnennnne. 176,40
Sundry Minor a/c......cccecevvevennnns 597.56
$324,521.77
280,564.21
Net Liabilities........... $43,957.56
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$26,986.00

8,334.18
244.03
245,000.00

$280,564.21
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January 3, 1911.
TREASURER’S REPORT
GRAPHIC ARTS COMPANY.

Presented at Stockholders’ Annual Meeting,

B (0]
January 17, 1911.
Receipts
1910
Jan. 3, Balance......ccoooovvviieeiniiiiiiiiiiiiinnnn, $244.03
Dec. 31, Royalties .....cccooevecuvnnnnnns $26,153.45
Mdse. .vvvereeereeeeeeeeen, 10,693.67
Installation.............. 1,883.81
Expense ......cccceeeeel 713.91
29 e — 39,426.84
Expenditures
Wages .ooooiieiiieiinnn. $13,113.54
Mdse....uvveeeeeeereeerennnnnn, 7,461.62
Maintenance ............ 3,103.56
Expense ...ccccceeeennns 2,5617.87
Advertising ............... 2,692.95
Patents .ccoooviviinei. 3,351.06
30 Mak Levy....cccceunnnn.. 5,353.70
Installation .............. 699.64
$38,273.94
1/3/11, Balance......cccoounnn...... 1,396.93

$39,670.87  $39,670.87

1/3/11 Balance consists of
(cash .... $871.93
(Bills Rec. 525.00

$1,396.93
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January 3, 1911.

TREASURER’S SUPPLEMENTARY REPORT.

Assets
INventory .cocccvcveeviieiiiiieeees e, 125,974.80
Accounts Receivable,
Royalties ....vveevvevvveiinnnnnnn. $3,523.51
J. Voirin, Paris.......cc......... 2,285.04
Middows Bros., Sydney... 1,357.91
Herbst Samu, Budapest.. 100.20
Consignment a/c................ 1,092.80
Installation.........cccoou...... 400.00
L. F. Eaton, Detroit.......... 168.20
Sundry Minor a/c............ 41.90
------------- 8,969.56
Bills Receivable....ccoooevvvvceiiiices v, 525,00
Casli Balance........cccoovvviniiiiiiies e, 871.93
Patents .o et e 245,000.00
$281,341.29
Liabilities
Preferred Stock...cooeveuevevnnnnnnn. $40,000.00
Max Levy..iiieieeeeieieiniennn, 270,498.44
Friedenwald & Co..eeeveenneene 3,500.00
Simon Dalsbeimer...................... 3,000.00
A. W. Penrose & Co.......... 1,570.90
Lebran Co..vveveveveeveeeeeeeeennnnnn, 357.29
Crocker-Wheeler Co.................. 172.57
Didier-March Co..coeeeeeeeennnnnnn. 556.55
Sundry Minor a/c....ccccceeeeeunnes 43.85
$319,699.60
281,341.29
Net Liabilities...ccccooeeeenn.... $38,358.31
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January 4, 1912.

TREASURER’S REPORT

GRAPHIC ARTS COMPANY.

Presented at Stockholders’ Annual Meeting,

10 January 16, 1912.
1911
Jan. 4, Balancé,Cash.....ccccooeeeeeeiiiinnnnnnnnnn.
“ Bills Receivable............
Dec. 30, Royalties................... $23,973.28
Mdse. .ooveeiiiiiis 6,132.86
Bills Receivable........ 43.25
Sundry Accounts----- 318.03
nr\ Installation.............. 750.00
Expenditures
Wages....oooooereennnn. $15,680.89
Mdse....ccooovvvvvviiennnnnnnn. 4,026.95
Maintenance.............. 1,929.77
Expense...cccooeeiiinnnn, 2,106.50
Advertising ............. 2,213.57
Patents ...ccccoeeeeeeeeen 54.50
Plant.....coovvvieeeennnin. 474.70
Interest..cooeviiiennnnnnnn. 1,005.93
Loan A/c Max Levy. 3,494.07
$30,986.88
1/4/12 Balance................. . 1,627.47
$32,614.35
1/4/12, Balance consists of
(Bills Receivable........ 481.75

$1,627.47
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$871.93
525.00

31,217.42

$32,614.35



January 4, 1912.

TREASURER’S SUPPLEMENTARY REPORT

Assets
Inventory .o,
Accounts Receivable:
Royalties........ccccceveeennnnnnn. $5,925.92
J. Voirin, Paris................ 684.56
Middows Bros., Sydney... 2,356.60
S. Herbst, Budapest.......... 72.20
Le Journal, Paris.............. 895.71
Walter Grutzmacher, Ber-
|5 S R 779.00
L. F. Eaton, Detroit.......... 168.20
Ippers Machine.................. 291.50
Consignment a/c................ 633.84
Sundry Minor a/c.............. 157.50
Bills Receivable,
Cash Balance...
Patents..........
Liabilities
Preferred Stock.....ccoooovveeriiiiiiins $40,000.00
J\Y -5 Gl D=3 4 267,004.87
Friedenwald, Co...coooevvvvennnvennnnnn. 3,500.00
Simon Dalsheimer...................... 3,000.00
Lebran Co....coovvvvveveeeeieiiiieieninnnnn, 664.81
Sundry Minor a/c.......cceeennn..... 513.16

$314,682.84
281,087.76

Net Liabilities.................. . $33,595.08

122,495.26

11,965.93
481.75
1,145.72
245,000.00

1281,087.76
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April 1, 1913.

TREASURER’S SUPPLEMENTARY REPORT

For year 1912

Assets

Dec. 31, 1912

Inventory .oooocoeeeiiiiiiiiiiiiinen..

Accounts Receivable:
Royalties..cooeeeeeiiniinnnnnnnnnn. $9,309.67
Penrose & Co................ @a.. 2,585.24
Walter Crutzmacher.......... 779.00
Ippers Machine.................. 316.50
Sundry Accounts................ 131.63

Bills Receivable.......cccooeeeeeeeeinnnn

Cash Balance.......cccccoveevvvnnnnnne.

Patents..ooviiiiiiiiiiiiiieniiiinn

Liabilities

Preferred Stock....cooovvevueevvvennnnn, $40,000.00

Max Levy...cooovieeiieeeiiiiiieeeeeeea, 265,707.69

Friedenwald Co....cooeeeeeeeennnnnnnn. 3,500.00

S. Dalsheimer........cccoeeevevvinnnnnnn. 3,000.00

Lebran Co... ccooovoeviviiiiiiiiiiin, 586.19

Sundry Account.......cccoeevvverenenes 329.30

$313,123.18
284,775.75
Net Liabilities $28,347.43
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$22,839.34

13,122.04

350.00
3,464.37

$39,775.75
245,000.00

$284,775.75



April 1, 1913.

TREASURER’S REPORT
For year 1912

Receipts

191:
Jan. 2, Balance Cash...................
« Bills Receivable
Dec. 31, Royalties......ouueee..... $35,370.18
Mdse. .oveeeiiiiiien, 7,421.80
Bills Receivable........ 230.00
Installation .............. 1,075.00
Penrose & Co.............. 1,200.00
Sundry Accounts.... 100.44
Expenditures
Wages.veennnnnnns $17,848.51
Mdse.....ouvvveevievieenennnnn, 7,568.23
Maintenance.............. 1,269.26
Expense....ceuuunnnn. 1,644.00
Advertising................ 2,193.80
Infringement suit.... 421.42
Installation .............. 765.30
Interest ..ococoeeeeeinins 202.82
Loan account, Max
Levy.iiennnn, 1,297.18
$33,210.52
1/2/13 Balance....................... 3,814.37
$37,024.89

5—3755— BEWER

1/2/13, Balance consists of
(Cash.eeeeieeeeiiennn, $3,464.37
Bills Receivable......... 350.00

$3,814.37
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$1,145.72
481.75

35,397.42

$37,024.89
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Baltimore, Md., U. S. A.
June 15, 1914.

Graphic Arts Company,
1221 Spring Garden Street,

Philadelphia, Pa.
Gentlemen:—

I am indebted to you for vour letter of the 12th
instant giving me the information therein contained,
and also the copies of the Treasurer’s reports for the
years 1911-12-13 and 14. I find from analyzing these
reports that there is still some further information
for which I will'have to trouble you and will be in-
debted to you if you will kindly let me have the fol-
lowing :

1. The annual Treasurer’s reports for the years
1908 and 1909.

2. In analyzing the reports already sent me, I find
that during the years 1910 to 1913 inclusive, the Com-
pany has received $101,522.23 in royalties. Will you
kindly analyze the figures for each year giving me the
sources of revenue and by whom paid?

3. I notice a steady increase in the wages account
from $13,000. to $17,000. in the,four yeaiS, covered by
the reports.! I will be indebted to you if, you will let
me know how much of the wages item represents salary
paid to officers, and to what officers, and in what
amounts, afid what part represents wages paid to em-
ployees in the strict sense of the term, such as me-
chanics, laborers, &ec.

4. 1 also notice from the reports the payment
during the last three years of interest aggregating
'%0,;881.46. In view of the cash balances shown in the
reports, I will be glad if you will let me know to
whom this interest was paid and on what account.

May I ask that you .will kindly let me have as early
a reply to these questions as possible?

Yours vecy truly,

SIMON DALSHEIMER.
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June 23, 1914.

Mr. Simon Dalsheimer,
Lord Baltimore Press,
Baltimore, Md.
Dear Sir:—

Following receipt of your letter of 15th inst. we
enclose herewith in response to your request—

1) The Treasurer’s reports for the year 1908.
Those for 1809, presented at the Stockholders’ Annual
Meeting, January 18, 1910, were sent to you with our
letter of 12th inst.

2) The sources of revenue are stated in the Treas-
urer’s reports. In view of the competition which the
company has to meet in the prosecution of its busi-
ness, it is deemed unwise to give out to any one a list
of its customers.

3) The officers’ salaries, included in the wages ac-
count of the Treasurer’s reports, are as follows:

From January 1, 1908 to April 1, 1909 the Presi-
dent’s salary was $4,732.00 per annum; from April 1,
1909 to April 1, 1911 it was $7,200.00 and from April
1, 1911 to December 31, 1913 it was $9,000.00 per an-
num.

From January 1, 1908 to March 31, 1908 the salary
of the Secretary was at the rate of $240.00 per annum.
From April 1, 1908 to April 1, 1909 no salary attached
to the office of Secretary. From April 1, 1909 to May
1, 1910 the Secretary’s salary was $2,400.00 per an-
num. From May 1, 1910 to January 1, 1913 it was
$3,600.00 per annum; and from January 1, 1913 to
December 31, 1913 it was $2,400.00 per annum.

4) The payments of interest noted in the Treas-
urer’s reports were accounted on those of the outstand-
ing loans to the company for the payment of which
means were available from time to time. These loans
are being paid in the order of their most recent ad-
vance to the company, beginning with those of 1908.

Very truly yours,

LEL/E President.
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Jan. 2, 1909.

TREASURER’S REPORT
GRAPHIC ARTS COMPANY

PRESENTER AT STOCKHOLDERS ANNUAL

1908
Jan.

1/1/09

MEETING, January 19, 1909.

Receipts
1 Balance.....iieeeeeeiiiiiiiiiiiinnnn,
Royalties ....ccccoeeennne.n. $7,033.20
Installation................ 1,949.00
Mdse.....covvvvvvrnnnnnn. 11.00
Ma?? Levy....eeeeeee.... 994.85
E. Berliner (Loan).. 500.00
Expenditures
Wages ..., ccceeiiiennnnns $5,753.78

Construction and
Maintenance Work. 2,659,64

Expense .....ccooouunnnn... 868.03
Installation................ 420.00
Patents.ccoveeveinnnnann, 897.36
Plant a/c,........ . 45.00

$10,643.81
Balance ....ccccoeeeeeen. 134.75

$10,778.56

100

$290.51

10,488.05

$10,778.56



Jan. 2, 1909.

TREASURER’S SUPPLEMENTARY REPORT

Inventory

Cash.........
Accounts Receivable
A. W. Penrose & Co., Ltd

Patents

Friedenwald Co

Max Levy

Assets

(Construction & Maint’s)....

E. Berliner. . . oo

Reichhelm
Wages......

Blower Co

Geo. Dukes, (Printer).....cccc.ccceveviieniinnnn. f

Net Liabilities *
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$13,481.55
134.75
1,868.21
2,623.94
245,000.00

$263,108.45

$40,000.00
270,498.44
3,000.00
3,500.00
3,352.33
500.00
749.50
173.97
26.25

$321,800.49
263,108.45

$58,692.04
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TREASURER’S REPORT
GRAPHIC ARTS COMPANY
fFHEMNTEI> a# StOCEIf0O~/N1"RS"AANT A1l

MEETING, January 18, 1910.

Receipts.
100$,
Jaa/ 2—Balance....ccoovueveeeenn. .. C o $134.11)
Uefc. 81—Royalties.................. » $15,501.67
Installation.................. 5,545.39
Mdse.eeeeeeeeeeeeeeneeennnn, 3,805.55
---------------- $24,912.61
Expenditures.
Coristriifetidil and Mairt-
ténanfcé...........ccoouun. $10,148.64
Wages....oooovvvvieieieeeenennnn, 10,59(150
Expénsé.......ccooeunnennn. 1,944.99
Installation.................. 1,150.44
30 Advertifciiig.................. 421.59
Patent a/c .ol 151.48
Int. & Bisd................. 183.69
Inventory.....cooovveeeennn... 109.00
Loan...eeeeeeiiiiinnnnn, 500.00
$24,803.33
111116 Balance ...................cccee..l. 244.03

$25,047.36 $25,047.36
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1/18/1910.

TREASURER’S SUPPLEMENTARY REPORT

Assets
INVventory .oocceeeeiiiiiiie
Accts. Receivable:
Royalties...ooovvevcnrnrnnnnnnnns $2,961.90
J. Voirin Co., Paris.......... 2,464.83
Penrose Co., London........ 32.70
Sam’l Herbst, Budapest... 600.00
St. Louis Republic............ 1,250.00
Consignment a/c................ 1,023.00
Frisco Examiner................ 1.75
Cash ..
Patents
Liabilities
Preferred Capital Stock...... $40,000.00
Max Levy..vieeeeeeiieieeeieinnn, 270,498.44
Simon Dalsheimer...................... 3,000,00
Friedenwald Co...ccooeeevevennnnnnnnn, 3,5600.00
Max Levy (C. & M. a/c).......... 5,333.70
Lebran Blower Co....cocccevvvennnneee. 1,415.67
Didier-March Co..cceeeeeeeeeennnnene. 176.40
Sundry Minor A/c.......coouuunee. 597.56

$324,521.77
280,564.21

Net Liabilities $43,957.56

$26,986.00

8,334.18
244.03
245,000.00

$280,564.21
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Baltimore, Md., U. S. A.
June 27, 1914,

Graphic Arts Company,
1221 Spring Garden St.,
Philadelphia, Pa.
Gentlemen:—

I am in receipt of your letter of the 23rd instant
and while I thank you for the information therein
contained, your letter does not cover the points sug-
gested in my letter of the 15th instant. You are mis-
taken in your belief that you sent me in your letter of
the 12th instant the annual report for the year 1909,
presented January 1910. The reports which you sent
me begun with the year 1910, and I would like very
much to have the treasurer’s report for the year 1909.

In answer to my request that you would kindly
analyze the figures covering the royalties, giving me
the Sources of revenue and by whom paid, it is my
recollection that it has been the custom to submit such
reports at your stockholders’ meetings, and I certainly
have no desire to use the information which would in
any way help any of your competitors, and it would
be very satisfactory to me if you could let me have
this information.

Am I to understand from your answer to my fourth
question as to the payment of interest that interest is
being paid on some accounts due by the Company and
not on others? I Would like very much to know what
accounts interest has been paid and to whom. You
will realize that the statements which I have are so
general that it is impossible for me to analyze them
without further information. I would also be indebted
to you for a list of the present creditors of the Com-
pany and the amount due each one.

May I ask that ybu will let me have as early a reply
to my letter as convenient?

Yours very truly,
SIMON DALSHEIMEE.
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July 6, 1914.
Mr. Simon Dalsheimer,
Lord Baltimore Press,
Baltimore, Md.

Dear Sir:—

In reply to yours of 27th ult., we send you herewith
copy of the Treasurer’s Report for the year 1909.

In paying off the loan obligations of the Company
the latest advances, together with the accrued interest
thereon haye been paid off first. In April 1908, when
the management of the Company was turned over to
its present officers, the company was without sufficient
means to continue its business. To meet this exigency
the retiring president of the company, Mr. Max Levy,
kindly consented to continue to advance to the com-
pany the costs of manufacturing such new machines
as the company might require, and also the costs of
maintaining in workable condition those which were
leased out. It was agreed that the material belonging
to the company should be retained by him at his fac-
tory, to be utilized as required, and that the value of
this material should be charged to him at current
prices and debited against his previous advances. It
was also agreed that any new machines that the com-
pany might require, be advanced to the company at
the cost price of $300.00 each and that these advances,
as also the costs of maintenance defrayed by him,
should be repaid to him out of the first income avail-
able for the purpose. At the close of the year 1908
the material which had been utilized and that remain-
ing unused was accounted and charged to him at
$3,000.00. Of this amount $2,782.80 covered his various
successive advances to the company from July 16, 1907
to March 31, 1908, and $217.20 of the $219.17 interest
thereon, leaving a balance of $1.97 due for interest.

Between August 29 and October 27, 1908, one of the
directors of the company, Mr. E. Berliner, advanced
to the company $1,000.00 in cash. Of this amount
$500.00 was paid off on December 31, 1908 and the
balance on March 19, 1909, the lender declining in-
terest.

No means were available for further payments on
the loans in question until 1911, as indicated in the
Treasurer’s reports.
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Mr. Max Levy having assigned all his remaining
claims against the company to Pauline D. Levy, the
payments made that year and those thereafter were
made to the assignee.

Lists of the principal creditors of the company are
contained in the successive supplementary reports of
the Treasurer, copies of which have been furnished
you. Mr. Max Levy’s account, as noted in those re-
ports, includes the amount of the company’s common
stock due him under his initial agreement with the
company. This item has been left in that account to
conform with the statement of the company’s liabili-
ties which was presented at the annual meeting of the
company in 1908 by the predecessors of its present
officers. Deducting the amount of the common stock,
$250,000, the account stands at its normal figure.

Very truly yours,

LEL/E. President.

Philadelphia, Aug. 9th, 1912.

A special meeting of the Board of Directors, called
by the President, was held at the office of the Com-
pany, 1221 Spring Garden St., at 2:30 P. M. on this
date.

Present were Mr. L. E. Levy, Mr. Hugo Bilgram and

Mr. H. S. Levy. Mr. Berliner was reported as having
sailed for Europe.

On motion the reading of the Minutes of the previous
meeting was dispensed with.

The Executive Committee presented a communica-
tion, as follows:

To the Board of Directors of the Graphic Arts Go.,
Philadelphia:

At the annual meeting of the stockholders of this
Company on Jan. 18th, 1910, the President called the
attention of the meeting to the fact that by a certain
ruling of the Board of Assessors of the State of New
Jersey, the issue of common stock, which was author-
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1ized by the stockholders at tlieir meeting on January
24, 1900, to be issued to Max Levy in payment for cer-
tain patents and other property conveyed by him to
this Compapy, was held to be constructively issued not-
withstanding that only 1182 shares of the 5000 shares
authorized had been actually issued, and that the State
Tax on the entire issue was accordingly being assessed
against the Company.

Thereupon the meeting adopted the following reso-
lution :

Resolved, that the Board of Directors be instructed
to consider the expediency of surrendering the New
Jersey Charter of the Company and of reorganizing
under the Laws of the State of Pennsylvania, and if
such course is found to be expedient, to report at a
special meeting of the stockholders to be called as
provided by law.

In the course of the investigation made pursuant to
the above resolution, it became apparent that the costs
entailed in the proposed proceeding would be very
considerable and also, that changes currently proposed
to be made in the laws relating to the taxation of
manufacturing corporations in the State of Pennsyl-
vania were such as might make the proposed change
inexpedient in the end. The matter was therefore left
in abeyance pending a possible acceptance of our plea
for reduction of the assessment in New dJersey. This
plea having been finally rejected, the stock held to be
constructively issued has been actually issued.

The tax assessed against this Company in the State
of New Jersey is $290.00 per annum. In view of the
fact that the Tax Laws of the State of Delaware pro-
vide that corporations shall be taxed on a sliding scale
which would make the tax on this Company only $20.00
per annum and that a reorganization under the Laws
of the State of Delaware would therefore effect a saving
of $270.00 per annum, the Executive Committee here
proposes that the Board of Directors recommend to the
stockholders that such change be effected.

In view of the conditions stated in the above com-
munication, it was, on motion, resolved that the Board
recommend to the Stockholders that the proposed
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actioti be taken* and that a special meeting of the
Stockholders be called for Tuesday* 20th inst., at 9
A. M., to act on this recommendation.

The meeting thereupon adjourned.

HOWARD S. LEVY,
Seety.

Special Meeting of the Stockholders of the Graphic
Arts Company was held at the office of the Company,
419 Market Street, Camden, N. J. on August 20th, 1912,
at 9 A. M.

There were present in person

L. E. Levy representlng .................................... 4552 shares
L. F. Levy 60
H. Bilgram “ 1«
Geo. H. B. Martin 1«

and the following:
Howard S. Levy by proxy to Louls E> Levy, 125

Hi L, Walker « , “© o« 96
E. M Conkling « “ “« o« 20 ¢
Edward Stern “ « \*7 1 -

representing more than two-thirds of the capital stock
of the Company.

Mr. Louis E. Levy called the meeting to order and
acted as Chairman and L. F. Levy acted as Secretary.

The Chairman reported that a notice of the time,
place and purpose of the meeting had been sent to each
Stockholder as required by the By-Laws. The minutes
of the Directors’ meeting held August 9th, 1912, were
read and approved.

Upon motion it was resolved: That the Board of
Directors of this Company be authorized and directed
to sell, transfer, sign and deliver to the Graphic Arts
Company, a corporation under the laws of Delaware
with an authorized capital of Three Hundred Thousand
Dollars ($300,000), all its letters patent, patent-rights,
both of the United States and foreign countries, to-
gether with all its machinery, tools, drawings, models,
material, fixtures, book accounts and its entire assets,
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good-will and existing business as iiow carried on at
1221 Spring Garden Street and 940 North 9th Street,
Philadelphia, for and in consideration of the issuance
of the capital stock of the Graphic Arts Company,
incorporated under the laws of Delaware* to the order
of each of the stockholders of this Company in the
identical amount of his present holdings in this Com-
pany, said shares aggregating 5,800, and of the assump-
tion by the Graphic Arts Company (incorporated under
the Laws of Delaware) of all the indebtedness, obli-
gations and liabilities of this CohipaUy. Oh motion
adjourned.
L. e. Levy,
Séc’y,

A SPECIAL MEEflIXG of the Board of Directors
was held at the office of the Company, 419 Market
Street, Camden, N. J., August 20th, 1912, 9:30 A. M;

There were present Louis E. Levy, Hugo Bilgram,
and George H. B. Martin, constituting a quorum of
the Board. Mr. Berliner was reported absent in Eu-
rope and Mr. 1L Si Levy was reported absent in the
West on business of the Company.

Mr. Louis E. Levy called the meeting to order and
presided and Mr. L. F. Levy was appointed Secretary.

The President reported that notice of the time, place
and purpose of the meeting had been sent to each
Director as required by the By-Laws.

The minutes of the meeting of the stockholders held
this A. M. were read.

Upon motion it was resolved: That this Company
sell, transfer, sign and deliver to the Graphic Arts
Company, a corporation organized under the laws of
Delaware with an authorized capital of Three Hun-
dred Thousand Dollars ($300,000), all its letters pat-
ent, patent-rights, both of the United States and for-
eign countries, together with all its machinery, tools,
drawings, models, material, fixtures, book accounts
and its entire assets, good will and existing business
as now carried on at 1221 Spring Garden Street and
940 North Ninth Street, Philadelphia, for and in con-
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sidération of the issuance of the capital stock of the
Graphic Acts Company, incorporated under the laws
of Delaware, to the order of each of the stockholders
of this Company in the identical amount of his present
holdings in this Company, said shares aggregating 5800
and of the assumption by the Graphic Arts Company,
incorporated under the laws of Delaware, of all the
indebtedness, obligations and liabilities of this Com-

pany.

A form of agreement between this Company and
the Graphic Arts Company of Delaware was presented
and proved as to form and the President and Secretary,
or Assistant Secretary, of this Company were author-
ized and directed to execute the same in the name and
on behalf of the Company and to affix its seal, and the
President and Secretary were authorized and directed
to execute and deliver deeds of patent and such other
papers or instruments necessary to effectuate the said
sale.

There being no further business the meeting ad-
journed.

LIONEL F. LEVY,
Asst. Secretary.
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JANUARY 2, 1908.

Inventory,

Cash,

Accounts Receivable,
Patents,

Pref. Capital Stock,
Max Levy,

S. Dalsheimer,
Friedenwald & Co.,
Accounts Payable,

GRAPHIC ARTS COMPANY.

TABULATION.
Assets.
JANUARY 2, 1915.
$12,467.22 18,986.01 Increase 6,428.79
290.51 4,734.78 « 4,444.27
1,797.20 (Cash 1,026.02)
245,000.00 (Bills Receivable, 3,708.76)
20,828.21 « 19,031.01
$259,554.93 245,000.00
289,459.00 29,904.07
Li
$40,000.00 140,000.00
272,503.59 259,110.68 Decrease $13,392.91
$43,296.98
3,000.00 3,000.00
3,500.00 3,500.00
415.67 2,220.69 Increase 1,805.02
$319,419.26 307,831.37
259,554.93 289,459.00
$59,864.33 $18,372.37 Net Decrease  $41,491.96
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Dated May 8th, 1916— Filed May 10, 1916.

IN CHANCERY OF NEW JERSEY.

Between

Simon Dalsheimer, et al.,
Complainants, On Bill, &c.

and Decree and Appoint-

ment of Rece iver.

Graphic Arts Company,
et al.,

Defendants.

This matter being opened to the Court by Grey &
Archer, Solicitors for and of counsel with the com-
plainants, and it appearing that copies of the bill of
complaint and of the order to show cause made
thereon have been duly served within the time and
as required by said order to show cause upon all the
defendants herein;

And it further appearing to the court that the de-
fendant Graphic Arts Company, a corporation of
New Jersey, has become insolvent and is not able to
resume its business:

IT IS, on this eighth day of May, nineteen hun-
dred and sixteen, on motion as aforesaid, ORDER-
ED that the said Graphic Arts Company be and it is
hereby declared insolvent, and that an injunction
issue against the said defendant corporation, and
that the said Graphic Arts Company, its officers,
servants and agents, absolutely desist and refrain
and they are hereby enjoined and restrained from
exercising any of its privileges or franchises and
from collecting or receiving any debts, or paying out,



selling, assigning or transferring any of its estate,
moneys, funds, lands, tenements or effects, except
to a receiver appointed by this Court.

AND it is further ORDERED that Wilfred B.
Wolcott, of Camden, New Jersey, be and he is hereby
appointed receiver for the creditors and stockhold-
ers of the said defendant corporation Graphic Arts
Company, of New dJersey, with all the powers inci-
dent thereto, and that he do and perform all the dut-
ies imposed upon him and required by law and es-
pecially by an act entitled “An Act concerning corpo-
rations (Revision of 1896)” and the Acts supplemen-
tary thereto and amendatory thereof.

AND it is further ORDERED that the said Re-
ceiver, before he shall enter upon his duties as such
Receiver, shall take the oath prescribed by law, and
give a bond to the Chancellor of the State of New
Jersey in the sum of Five Hundred Dollars, condi-
tioned for the faithful performance of his duties, to
be approved as to form and security thereof by any-
one of the special masters of this court.

E. R. WALKER, C.

Respectfully advised:
E. B. LEAMING, V. C.

Filed May 10, 1916.
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IN CHANCERY OF NEW JERSEY.

10 Between \

Simon Dalsheimer, et al., 1

Complainants, f Qn

and 1 STAY.

Graphic Arts Company, 1
et als., I

20 Defendants. /

This matter being opened to the Court by Bour-
geois & Coulomb, solicitors for and of counsel with
defendant, Graphic Arts Company, and it appearing
that the defendant, Graphic Arts Company, has filed
an appeal from the final decree made in this cause
on the 8th day of May, 1916.

IT IS, on this 8th day of May, 1916, on motion of

30 Bourgeois & Coulomb, solicitors for and of counsel

with defendant, Graphic Arts Company, ORDERED

that all further proceedings in this court in the above
cause be stayed pending the said appeal.

E. R. WALKER, C.

Respectfully advised:
E. B. LEAMING, V. C.

Filed May 10, 1916.
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IN CHANCERY OF NEW JERSEY.

Between

Simon Dalsheimer, et ah,

Complainants, On Bill.

and

. NOTICE OF APPEAL.
Graphic Arts Company,

et als.,
Defendants.

The defendant, Graphic Arts Company, hereby ap-
peals from the whole and every part of the final de-
cree made in this court in the above entitled cause,
and particularly that portion thereof which directs
the appointment of a receiver to collect the assets of
the Graphic Arts Company and to wind up the af-
fairs of such company.

Dated May 8, 1916.

BOURGEOIS & COULOMB,

Solicitors for and of counsel with defendant,
Graphic Arts Company.

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

HARRY R. COULOMB,
Of counsel with defendant, Graphic Arts Company.
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Filed June 3, 1916.

IN CHANCERY OF NEW JERSEY.

Between

Simon Dalsheimer, et al.,
Complainants, On Bill, &c.

and NOTICE.
Graphic Arts Company,

Defendant,

To Grey & Archer, Esgs.,

Solicitors for Complainants:

You are hereby notified that on the 18th day of
May, A. D. 1916, we deposited with the Clerk in
Chancery the sum of $100.00, security for costs on

appeal, pursuant to the rules of this court.

BOURGEOIS & COULOMB,

Solicitors for Defendant.

Dated June 1, 1916.



Served June 5, 1916— Filed June 7, 1916.

NEW JERSEY COURT OF ERRORS
AND APPEALS.

Between

Simon Dalsheimer, et al.,
Complainants,
Respondents, On BillL

and PETITION OF APPEAL

Graphic Arts Company,
Defendant,
Appellant.

TO THE HONORABLE, THE COURT OF ER-
RORS AND APPEALS IN THE LAST RESORT
IN ALL CAUSES:

The petition of the Graphic Arts Company, the
appellant in the above stated cause, respectfully
shows that your petitioner finds itself aggrieved by
a final decree made in the Court of Chancery by his
Honor, Edwin R. Walker, Chancellor of the State of
New Jersey, bearing date the 8th day of May, A. D.
1916, in this respect: that the said decree adjudges
that there should be a receiver appointed for the
Graphic Arts Company, your petitioner, and your
petitioner humbly appeals from that part of the de-
cree «f the Chancellor which decrees as aforesaid
upon the ground that the same 1s erroneous in that:

3 'tlie complainants, Simon Dalsheimer and the

Friedenwald Company of Baltimore, Maryland, were
in laches at the time of the filing of their said bill.
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2. The complainants have no standing in the
Court of Chancery to attack the transaction whereby
the Graphic Arts Company conveyed all of its assets
to the Graphic Arts Company of Delaware.

3. The said Graphic Arts Company, the defend-
ant, has been dissolved by the proclamation of the
Governor of the State of New Jersey.

4. The transaction whereby the Graphic Arts
Company of New Jersey transferred its assets to
the Graphic Arts Company of Delaware is in viola-
tion of none of the rights of the complainants.

5. The complainants have suffered no injury, fin-
ancial or otherwise, whatsoever by reason of the
transfer of said assets.

6. The transfer of the assets of the Graphic Arts
Company of New Jersey to the Graphic Arts Com-
pany of Delaware was in violation of no statutory or
other rule of law.

7. The complainants, by reason of their status as
creditors, suffered no pecuniary loss whatsoever by
reason of the transfer of said assets.

8. Complainants, both as stockholders and credit-
ors of the Graphic Arts Company of New dJersey,
with full notice of the transfer of said assets and the
proceedings whereby the same was effected, lost
whatever rights they might have had by the delay in
the filing of their bill of complaint to set the same
aside.

9. Complainants, both as stockholders and credit-
ors of the Graphic Arts Company of New dJersey,
with full notice of the transfer of said assets and the
proceedings whereby the same was effected, lost
whatever rights they might have had by their failure
to protest at any time against the transfer of said
assets.

10. Said decree is in divers other respects erron-
eous, oppressive and contrary to equity and good

BOURGEOIS & COULOMB,
Solicitors for and of counsel with Appellant.

Service acknowledged June 5th, 1916.
GREY & ARCHER.
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NEW JERSEY COURT OF ERRORS
AND APPEALS.

Between

Simon Dalsheimer, et al.
Complainants, 10

Respondents, On Appeal.

and. ANSWER.

Graphic Arts Company,

Defendant,
Appellant.

THE ANSWER OF SIMON DALSHEIMER 2o
AND THE FRIEDENWALD COMPANY, RE-
SPONDENTS, TO THE PETITION OF APPEAL
OF THE ABOVE NAMED APPELLANT:

The respondents, Simon Dalsheimer and The
Friedenwald Company, not acknowledging all or any
of the matters which in the Petition of Appeal are
contained to he true, for answer thereto nevertheless,
says and admits that a decree was, on the 8th day of 30
May, 1916, last passed, made and entered in the
Court of Chancery in the cause for that purpose
mentioned in the said petition as therein stated, but
as to the substance and form thereof, the above nam-
ed respondents pray to refer thereto when the same
shall be produced. And the above named respon-
dents are advised and believe, that the said decree is
agreeable to equity, and they pray that the same may
be affirmed with costs to be adjudged to these re-
spondents.

GREY & ARCHER,

Solicitors for Complainants-Respondents.
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IN CHANCERY OF NEW JERSEY.

Between

Simon Dalsheimer, et al., ) ]
Final Hearing

Complainants, ) )
On Bill For Relief.

and

Graphic Arts Company, =~ CONCLUSIONS.
et al.,

Defendants.

Messrs. Grey & Archer, for complainants.

Messrs. Bourgeois & Coulomb, for defendants.

LEAMING, V. C.

Complainant Dalsheimer 1s a stockholder and
creditor of defendant Graphic Arts Company, a cor-
poration of this state, and seeks relief against a
transfer of the assets of the corporation which trans-
fer has been heretofore made to a corporation of an-
other state.

The transaction of which complaint is here made
may be briefly characterized as an attempt of the
New Jersey Corporation to abandon its New Jersey
charter and to operate in the future under a Dela-
ware charter in order to escape the burden of the
New dJersey annual franchise tax. The method
adopted was. simple but unscientific. A Delaware
corporation was formed of the same name and capi-
talization as the New Jersey corporation and the di-
rectors of the New Jersey corporation by resolution
then authorized a transfer of the entire assets of the
New Jersey corporation to the Delaware Corporation
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in consideration of the Delaware corporation assum-
ing the debts of the New Jersey corporation and 1is-
suing its capital stock to the several stockholders of
the New Jersey corporation upon such stockholders
surrendering their New Jersey stock. A stockhold-
ers meeting then approved the plan and the transfer
of assets was made and all stockholders of the New
Jersey corporation except two surrendered their
New dJersey stock and accepted an equal number of
shares in the Delaware corporation. The former
board of directors of the New Jersey corporation
were made directors of the Delaware corporation
and that corporation has since operated without
change or disturbance of the business or its methods.

Complainant, a large stockholder and also a large
creditor of the New dJersey corporation, has at no
time consented to these proceedings. His bill seeks
a decree declaring proceedings unlawful and void
and setting aside the transfer of the assets, and in
the event of this being found impracticable or impos-
sible in this suit praying for the appointment of a re-
ceiver to conserve the assets and rights of the New
Jersey corporation and its creditors.

The New dJersey corporation and the Delaware
corporation and all the directors of the Delaware
corporation are made defendants. The Newr Jersey
corporation has answered; all the other defendants,
except one director, are non-residents and have re-
fused to submit themselves to this jurisdiction.

It i1s obvious that no legal justification can be
found to support the proceedings which have been
taken. It has been urged in behalf of defendant that
the transfer of assets is authorized by the following
provision of the articles of incorporation of the New
Jersey corporation: “With the consent in writing
and pursuant to the vote of the holders of a majority
of the stock issued and outstanding, the directors
shall have power and authority to sell, assign, trans-
fer or otherwise dispose of the whole property of this
corporation.” But this provision cannot be under-
stood as authorizing a transfer of the assets without
an adequate consideration moving to the New Jersey
corporation. The capital stock of the Delaware cor-
poration was the primary consideration of the trans-
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fer or sale of the assets of the New Jersey corpora-
tion. That stock did not pass to the treasury of the
New Jersey corporation; it was ordered issued to the
several stockholders of the New Jersey corporation.
The contemplation of the transaction as in general
effect a delivery of the stock of the Delaware corpo-
ration to the New Jersey corporation and a distribu-
tion of that stock to the several stockholders of the
New dJersey corporation contributes nothing to its
vitality; our statutes touching dividends to stock-
holders from profits and distribution of capital to
stockholders after payment of debts clearly render
the entire transaction unlawful. In fact no consider-
ation passed or was intended to pass to the New Jer-
sey corporation; that corporation was intended to be
abandoned and set adrift without assets or stock-
holders, and its creditors were left to look to the obli-
gation of 'the Delaware corporation to pay the debts
of the New Jersey corporation under the contract of
assumption.

It 1s apparent, however, that no relief can be ad-
ministered in this suit through a decree setting aside
the transfer of assets or declaring the transaction
void or holding the directors responsible for miscon-
duct of official duties, for the legal title to these as-
sets 1s in the Delaware corporation which corpora-
tion is not subject to the jurisdiction of this court in
this suit, and the several directors are non-residents
and have not appeared in this suit, and few, if any,
of the assets in question are within this _]UI‘lSdlCthIl
It seems clear, therefore, that the only practicable
relief which can be afforded is the appointment of a
receiver of the New Jersey corporation which is now
in an insolvent condition to the end that the receiver
may pursue such remedies as are open to him to re-
store to the New Jersey corporation for the benefit
of its creditors and stockholders the property and
propertv rights which have been unlawfully with-
drawn from it.

It is urged that complainant should be denied re-
lief by reason of laches. Complainant had notice of
the stockholders meeting at which the action of the
directors authorizing the transfer of assets was ap-
proved and failed to attend that meeting and thereaf-
ter learned of the action which had been taken and
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for a considerable time failed to protest or make
known his dissent. There can be no doubt that in
some circumstances laches can be attributed to a
stockholder and remedies to which he would be en-
titled but for his laches denied. A stockholder’s bill
in behalf of his corporation to set aside a contract
which has been made by a board of directors with
its members must be promptly filed or it cannot be
maintained. But in the present case there is brought
before this court an insolvent corporation which has
been unlawfully deprived of the legal title of its as-
sets, and a stockholder and creditor of that corpora-
tion asks for the appointment of a receiver to con-
serve those assets. Without here giving considera-
tion to the question whether laches may be attributed
to a stockholder which should deny to him a right of
this nature, it seems entirely clear that such laches
cannot be attributed to him as a creditor. This New
Jersey corporation owed complainant a large sum of
money at the time this unlawful transfer of assets
was made. The assumption of the debt by the Dela-
ware corporation is not payment, and patient wait-
ing of a creditor of a corporation for money due him
1s not laches which denies to the creditor the right to
seek the appointment of a receiver to protect his
rights as a creditor.

It also appears that since the transfer of assets the
usual Governor’s proclamation has been made
against the charter rights of defendant corporation
for non-payment of taxes. This proclamation in no
Way interferes with the appointment of a receiver to
collect the assets and wind up the affairs of the insol-
vent corporation.

I will advise a decree for the appointment of a re-
ceiver.

Submitted: February 18, 1916.
Determined: March 23, 1916.
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