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Bill of Complaint. 

Filed .Jan. 20, 1930. 

Ju aLqanrrrg nf Nrm 1Jrrsry. 
To his Honor, ED\VIN ROBERT WALKER) 

Chancellor of the State of New Jersey: 

Complaining unto your Honor, c01nplainant, 
Standard .Pal'lor Suite Co., Inc., a credito1· of Hud-
son Upholstering "'Vorks, Inc., a corporation of the 
State of :New Jersey, for and on behalf of himself 
and .all other creditors and stockholders who 1nay 
bec01ne parties to this suit says: 

1. That your complainant is a credito1· of thr 
Hudson Upholstering Wo1·ks, Inc. jn excess of the 
sum of $G00.00 for goods sold and deliYered to the 
said defenclm1t corporation and whkh claim 1·e-
mains unpaid at the time hereof. 

2. 'rhe said <lefendant corporation was engaged 
in lnu;iuess as an upholsterer, and n1aintained it:::; 
place of bmdnei-i•s at J!) Fremont Rti·eet, .JerR<'Y 
City. H nctR011 C'onnt,v, :N" ew .Jersey. 

:1. 'l'hat tl1e co1·po1·ation '\Yas 01·ganized under 
the lawH of the Rtate of New .Jersey, on or about 

10 

the Gth day of March 1928, capitalized at $100,- ;{() 
000.00 common stock 1,000 shareR at the par n1h1c 
of $100.00 each. 

-1-. 'rhe officers and dfrertorR of the corporation 
nrr aH follows: 

George RothstPin, 7GB BPr~:rn1inP ....\.Yl'. 

Union City. 
Samuel J. Davidson, 512 - lS't St., Hoboken, 

X .• J. 
Louise Saranza, 26 Hancock Ave., Jersey 4 0 

City. 
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Bill of Oom,plaint. 

a. Your c01nplainant further says that the said 
defendant corporation is hopelessly insolvent and 
admitted its insolvency, and its inability to con-
tinue its business, and actually suspended the pay-
ment of its obligations to its creditors on or about 
the 17th day of January 1930, at which date the 

10 said defendant corporation executed an assign-
1nent and transfer of its assets to one William C. 
\Volf, a non-resident of the State of New Jersey, 
supposedly in trust for the benefit of its credito1·s. 

G. Complainant further says upon infol'lnation 
and belief, that the aforesaid alleged transfer and 
conYeyance by the said defendant corporation to 
,villiam C. \Yolf, was not 1nade in acco1·dance 
wHh the laws of the State of New Jersey, re1atinis 

20 to assig·nments for the benefit of rredito1·s, and 
said trarn..;fe1·ee has giYen notice that he proposed 
to sell the assets of the defendant corporation on 
the 24th <lay of January 1930, and which sale, 
<·omplainm1t says would be to the iITeparahle dan1-
age a11d injtu·y of the defendant c01·poration, and 
its storkholders and creditors, and in violation of 
the lawR of the Rtate of Xew .re1·Rey, relating to 
eo1·p<wations. 

40 

7. Yonr cornplaimmt Rays that the defendant 
corporation has snf-lpen<led thP normal operation of 
its lnu;iness beram.;r of lack of fnndR with which to 
oper~ate the same, and it is unable to raise auy 
fnnds with which to dischm·ge it1-; obligations b? 
the onlinm·y use of its credit. 

8. You1· complainant further says that the bus-
11e8s of the said defendant co1·poration has obvj-
ously been conducted at a g1·eat loss and greatly 
prejudicial to the interest of its creditors and 
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Bill of Complaint. 

stockholders, and that its inability to 1neet past 
due obligations has materially effected the credit 
of the said defendant corporation, which is1 obvi-
ously without funds and without any means to 
raise any funds except by disposing of its asset~ 
to the da1nage and detrin1ent of the stockholders 
and credit ,01~s, and that it is, therefore unable to l 0 
operate its business with safety to the stockholders 
and the public. 

9. Your complainant further says that it would 
be to the best interest of the stockholders and 
creditors, that a Receiver be appointed for the 
said corporation for all of the assets and property 
of every kind and description, and that unless all 
of the assets of the said defendant corporation are 
properly 1narshalled by a Receiver to be appointed ~() 
by this ,Court, the said eorporation may be subject 
to vexatious and costly litigation, and in the event 
of a forced sale, the said asset~ may bdng far les::i 
than their fair and reasonable valne, all of which 
"IYonld be of great detl'iment to the stockholders 
and er-editors of the said corporation. 

10. rrhat unless this Court, in view of the fact8 
above set forth shall take the said property of the 
corporation into judicial custody for the protection ::o 
of eve1·y interest, individual creditors ·will exert 
their rights and re1nedies in different Courts arnl _ 
the result win be a multiplicity of suits and race 
of diligence. 

11. Your complainant believes that unless this 
Court, in view of the inability of the said corpora · 
tion to 1neet it ,s due and rnaturing obligationH, \Vill 
deal with the prope1-ty as a single trust fund, said 
property may be dissipated to such an extent that ·t 0 
its stockholders will realize little or nothing from 
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Bill of Complaint. 

their holdings of their stock, and that in all prob-
ability, the credito1·s of the corporation will be un-
able to collect their claims or any substantial part 
thereof from said corporation, and that the inter-
vention of this Court is necessary for the protec-
tion of said stockholders and creditors of said cor-

1 o poration, to the end that its property 1nay not be 
dissipated, and that the interest of all concerned. 
1nay best be served. 

Your complainant is without adequate remedy 
in the Courts of la"\vs, and therefore prays : 

(a) That the corporation may answer this biJ l 
of complaint and that it n1ay set forth and discover 
the goods and chatiteh;, rights, and clailns, n1011eys 

20 and effects, and real estate of every kind and de-
scl'i ption belonging to the sa1d c01·poration. 

( b) 'rl1at you1· con1plai11ant and all other c1·ed-
iton; and stockholde1·s of the said co1·po1·atio11 n1ay 
he paid what 1s jrn~tly due thern and that the cor-
por·atiou may be enjoined frmn exercising any c01·-
porate functfons in this State, and from receiving 
any debts due to it and from continuing lnu;iness. 

( c) That the corponition may he derl'eed to be 
HO irn;;olyent. 

40 

( d) 'rhat a Receiver n1ay be appointed accord-
ing to the form of the Statute in such cases made 
and provided, and with the usual powers to con-
tinue the business if necessary. 

( e) 'rhat the assets of the said corpor·ation and 
the l'ights of your c01nplainant and all other· stock-
holders and creditors of the corporation 1nay be 
fully ascertained, and that all of the assets of the 
defendant corporation may be n1arshalled, and that 
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Bill of Complaint. 

the respectiYe liens and priorities existing against 
any and all parts thereof may be detern1ined to the 
end that the rights of all persons be properly ascer-
tained concerning the same. 

( f) That a w1·it of injunction may issue, direct-
ed to t~e Hudson Upholstering v\Torks, Inc., its offi-
cers, agents, and servants, enjoining and restrain- l U 
ing the1n fro1n exe1·cising any of the priYileges or 
franchises granted to or by the corporation, or from 
collecting, 01· receiving any debts due to the said 
corporation, or selling, assigning or transferring 
any of the eRtate, 1noneys, funds, landi;;, tenements 
or effects of the said corporation. 

( g) 'l'hat a ,,-i-it of subpoena may issue direct<'d 
to the said Hudson Upholstering "\Vorks, Inc., to 
answer this bill of complaint and to abide by such ~O 
decree 01· orde1· a~ the Court may make in the 
premises. 

~IAX L. ROSENS'l1EI:X, 
Solicitor for and of counsel 

"'.vith the C1omplainant. 

Affidavit of Samuel Gottlieb. 

~tate of Xrw ,Ten.;ey, t,.:! . 
County of E8Nex, \"''• · 

8arnuel Gottlieb, being duly sw01·n, arronling to 
Jaw upon hi8 oath deposeR and says: 

1. 'l'hat he i., the secretary of the Standard 
Parl01· Suite Co. Inc., who is the c01nplainant herr-
in and a creditor of Hudson Upholste1·ing "'\Vo1·k~, 
Inc. the defendant herein. 40 
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Bill of Complaint. 

2. Your deponent says that the claim of the 
complainant is for goods sold and delivered to the 
said defendant corporation in excess of the sum of 
$600.00, and which claim re1nains unpaid at the 
time hereof. 

2. 1,he said defendant corporation was engaged 
10 in business as an upholster furniture n1anufactur-

er, and n1aintained its place of business at 49 Fre-
mont Rtreet, .Jerse~· City, Hudson County, New 
.Jersey. 

3. That the corporation was organized under 
the laws of the Rtate of :Xew Jersey, on or about 
the Gth day of 1Iarch 1928, capitalized at $100,000 
romn10n stock 1,000 shm·es at the par Ya lue or 
$100.00 each. 

-t The officers and direrto1·s of the corporation 
are as follows: 

George Rothstein, 763 Bergenline Ave. 
-Union City. 

Samuel .r. DaYidson, 51:2 - l~t St., Hoboken~ 
N. J. 

Louise Snranza, :2G Hancock AYe., .Te1·sey 
City. 

HO D. Your deponent fu1·ther says that the said de-
fendant c01·poration is hopelessly insolvent and 
adn1itted its insolYency, and its inability to con-
tinue in business, and actually suspended the pay-
1nent of its obligations to its creditors on or a bout 
the 17th day of January 1930, at which date the 
said defendant co1·poration executed an assign-
ment and transfe1· of its assets to one Willia1n U. 
vVolf, a non-resident of the State of New Jersey, 

4 0 supposedly in trust for the benefit of its creditors. 
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Affidavit of Sarnuel Gottlieb. 

6. Deponent further says upon information and 
belief, that the aforesaid alleged transfer and con-
veyance by the said defendant corporation to Wil-· 
ham C. Wolf, was not made in accordance with 
the laws of the State of New Jersey, relating to 
assignments for the benefit ,of creditors-, and said 
transferee has given notice that he proposed to J 0 
sell the assets of the defendant corporation on tht~ 
24th day of January 1930, and which sale, depou-
ent says would be to the irreparable da1nage and 
injury of the defendant corporation, and its stock-
holders and creditors, and in violation of the ' laws 
of the State of New Jersey, relating to corpora- · 
tions. 

7. Deponent further says that the defendant 
corporation has suspended the normal operation of ~O 
its business because of lack of funds with which 
to operate the sa1ne, and it is unable to raise any 
funds with which to discharge its obligations by 
the ordinary use of its credjt. 

8. Deponent further says that the business of 
the sajd defendant co1·poration has obYiously been 
conducted at a great loss and greatly p1·ejudicial 
to the interest of its creditors and stockholders, 
and that its inability to 1neet past due obligation/3 :w 
has materially effected the credit of the said de-
fendant corporation, -which h; obviously without 
funds and without any 1neans to raise any funds ex-
cept by disposing of its assets to the dan1age and 
detriment of the stockholders and creditors, and 
that . it is therefore unable to operate its business 
with safety to the s,tockholders and the public. 

9. Deponent further says that it would be to 
the best ~nterest of the stockholders · and creditors~ 4 0 
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,.1ffidavit of Samuel Gottlieb. 

that a Receiver be appointed for the said corpora-
tion for all of the assets and property of every 
kind and description, and that unless all of the 
assets of the said defendant corporation are prop-
erly marshalled by a Receiver to be appointed by 
this Cou1·t, the said corporation may be subject to 

lo vexatious and costly litigation, and in the event of 
a forced sale, the said assets- may bring fa1· less 
than their fair and 1·easonable value, all of which 
"·ould be of great detriment to the stockholders 
nnd c1·eclito1·s of the said corporation. 

10. That unless this Court, h1 view of the facts 
aboYe set fo1·th shall take the said property of the 
corporation into judicial custody for the protec-
ti011 of eYe1·y interest, individual creditors will ex-

2o ert their tights and ren1edies in different courts 
and the 1·esnlt wi1l he a multiplicity of suits and 
1·ac-e of diligence. 

11. Deponent believes that unless this Court, 
in Yiew of the inability of the said corporation to 
inert itR clue and 1naturing obligations,, ,Yill deal 
with the prope1'ty as a single trust fund, said prop-
e1-ty may Le dissipated to such au extent that its 
stockholders will 1·ealize little 01· nothing fron1 

:10 their holrlings of their stock, and that in all prob-
ability, the creditors of the corporation will be un-
able to collect theil- <'laims or any substantial part 
thereof fro1n said c01·poration and that the inter-
Yention of this Court is necessary for the protec-
tion of said stockholders and creditors of said cor-
poration, to the end that its property may not be 

40 
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Affidavit of 8aniuel Gottlieb. 

dissipated, and that the interest of all concerned 
n1ay best be served. 

SAMUEL GOTTLIEB. 

Sworn to before 1ne this 20th 
day of January, 1930. 

Ben L. ICrieger, 
An Attorney at Law 

of N. J. 

Order Appointing Custodial Receiver. 

Filed Jan. 20, 1930. 

IX CHANCERY OF xE,v ,JERSEY. 

Between 
RTANDAlW p ARLOU Rl -ITJ<J eo.} 

INC.,, 
Complainant, 

and 

Heosox UPHOLSTERING \YORK~} 

INU.} 
Defendant. 

On Bill. 

Orde1· 
Appointing 
Cu 8todial 
ReceiYer. 

This 1natte1· being opened to the Cou1-t by Max 
L. Rosenstein, solicitor for al)d of counsel ·with the 
Complainant, and it appearing from the allega-
tions from the Bill of Complaint that the corpora-
tion has , assets, according to its books, in excess 

10 

of its lia hilities, but that the said c01·po1·ation is 
unable to pay its past due and nrntu1·ing obliga-
tions, and it further appearing that the said de-
fendant corporation cannot operate its business i11 4 O 
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~lffidavit of Sami{;el Gottlieb. 

this State to the safety of the public and the ad-
Yantage of its stockholde1 ·s, and it furthe1· appear-
ing that it is absolutely necessary to the interests 
of the c1·edito1·s and stockholders of the said de-
fendant, in order to avoid ir1·eparable injury and 
daniage to the said corporation, its stockholders, 

] o and credrito1·s, that the relief prayed for in the Bill 
of Coin plaint be g1·anted; it is on this 20th day of 
Jianuai ·y, 1930, on 1notion of Max L. Rosenstein, 
so1icito1· as afo1·eRaid, 

ORDERED) that the Hudson Uph?ls ,tering · Works, 
Inc., be and it is hereby restrained and enjoined 
according to the prayer of the Bill of Complaint, 
and that the said Hudson Upholstel'ing vVorks, 
Inc., its officers, se1Tants, agents, and e1nployees, 

~O absolutely desist and refrain and they are hereb,v 
enjoined and rest1·ained from collecting or 1·eceiY-
ing its debts, 01· paying out, selling assigning or 
transferring any of its estate, moneys, funds, lands, 
tenements, or effects, except to a Receb·e1· appoint-
ed h;r this Court, and it is fnrthe1· 

ORDERED) that tToel Gross, in this State be and 
he hereby is appointed f1ustodial ReceiYer for the 
benefit of credito1·s and stockholde1·s of the said 

HO defendant c01·poration, with all the power:-: 1nc1-
dent the1·eto, and it is further 

ORDERED) that the said Custodial ReceiYer be-
fo1·e he shall ente1· upon his duties as such ReceiY-
er, shall take the oath prescribed by law and give 
bond to the Chancellor of the State of New Jersey 
in the sum of $:5,000.00, conditioned for the faith-
ful perfor1nance of his duties, to be approved a8 
to for1n and security thereof by any one of the 

4 () Special lfasters of this Con rt, and it is further 
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01'der Appointinr; Cwdodial Receiver. 

ORDERED) that Hudson Upholste1·ing Works, Inc., 
and the creditors and stockholders of the said cor-
poration as they shall become known to the Cus .. 
todial Receive1·, show cause befo1·e this Cou1-t, OH 

the 27th day of January, 1930, at ten o'clock in the 
forenoon of that day, or as soon thereafter as the 
n1atter can be heard, at the Chancery Chambers, 1 
Exchange Place, Jersey City, New Jersey, why an 
injunction should not issue and a Receiver be ap-
pointed according to the prayer of the bill, anu 
that a copy of this 01·der, (which need not be certi-
fied) lJe· mailed to the Hudson Upholstering 
\Yorks, Inc., and to all the credito1·s and stockhold-
ers of the said defendant corporation, at their last 
known post office addreRses within two days of the 
date hereof. 

Respectfully advised, 
J OHX BENTLEY) 

r. c. 

E. R. \VALKER, 
0, 

10 

''U ,l 

40 
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Affidavit of Mailing. 
Filed Jan. 2.7, 1930. 

IN CHANCERY OF NEW JERSEY. 

Between 
STANDARD PARLOR SurTE Co.) 

INC.) 
Complainant, 

and 
HrDSON UPHOLSTERING \V ORKS) 

INC.) 
Defendant. 

State ,of ..rTew Jersey, le, ... , . 
County of Essex, ) •J •'· • 

On Bill. 

Affidavit 
of Mailing. 

Clarice Bnrsteii1, being duly sworn npon lH~1· 

oath deposeR and says: 
l. 'l'hat she is employed in the office of Max L. 

Ro8en8tei11, Rolicito1· for the Omnplainant herein. 
•) 'l'hat on the 22nd day of fJ anua1·y, 1930, she 

1nailed in the lobby of the itilitary P:uk Building, 
GO Park Place, Newark, N. tl., enYelopeR addresr-;-
etl to all known ci-edito1·s containiug copies of the 
01·der Appointing Custodial Receiver, a copy of 

YO a which is hereto attaehetl and made a part he1·eof, 

40 

which enYelopes carried proper postage prepaid 
thereon. 

f1LARI CE BURSTEIN. 

Sworn and subscribed to before me 
this 23rd day of tTanuary, 1930. 

Ben L. Kl'ieger, 
An Attorney at La-w 

of .X. J. 
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Affidavit of Service. 
Filed Feb. ll, 1930. 

IN CHAN ·CERY OF NEW .JERSEY. 

Between 
STANDARD PARLOR SFITE Co.) 

INC._, 
Complainant, 

and 
HL'DSON UPHOLSTERING \YORKS_, 

INC.,, 
Defendant. 

State of New· Jersey, 1 
l-:,-:, • 

County of Essex, · '· · 

On Bill, Etc. 

Affidavit 
of SerYice. 

• 

Abram A. Golde11, hejng duly swon1, acco1·ding 
to law, upo11 his oath deposes and says: 

1. That he is employed as- a cle1·k iu the Office 
of Max L. H,osenstein, the solicH01· for the con1-
plainant in the aboYe entitled n1atter. 

2. That on the 28rd day of .January 1930, l 
serYed a eopy of the Bill of Comphdnt, apd the 
(h<l.er appoi11ting Cm;todjal Receive1· on the Regis-
t.e1·ed Agent of the defendant corporation, one 
Geo1·ge Rotlu;tei11, ,G:1 Bergenline Avenue, Union 
Cit_v, .Xe,v .Je1·sey, by leaYing same at his office, at 
the aboYe address, between the hours of JO :00 A. 
1I. and 4-:00 P. ~I. -· 

ABRAM A. GOLDEN. 
Rworn to before n1e 

thh~ 29th day of January 1930. 
Allan L. Tumarkin, 

Au Atton1ey at Law 
of :Xew Je1·sey. 

JO 
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Order o.f Continuance. 
Filed Feb. 2,5', 19'30. 

IN OHANCERY OF NEW JERSEY. 

STANDARD PARLOR SUITE COM-
PANY) 

Cmnplainant, 

vs. 

llUDSON UPHOLSTERING WORKS) 

INC.) a corporation, 
Defendant. 

On Bill, &c. 
Order. 

This matter coming on to be heard upon the con -
tinuance of an order to shff,:v cause made on the 
27th day of ,January, 1930, and continued to the 
24th day of February, 1930, in the presence of 
Max L. Rosenstein, solicito1· for c01nplainant, and 
Eichmann & Sejden, solicitors for <l.efendant, Wil-
lian1 C. vVolf; 

It is on thjs 25th day of February, 1930, 

ORDERED) that the said orde1· to show cause be 
and the san1e is hereby continued to the 10th day 

BO of March, 1930, at 10 o'clock in the forenoon, or as 
soon thereafter as the Court can attend to the 
Saine, at the Chancery Chambers, 1 Exchange 
Place, Jersey City, New Jersey. 

Respectfully advised, 
JOHN BENTLEY) 

V. 0. 

40 

E. R. WALKER, 
a. 
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Petition. 
Filed .Jan. 27, 1930. 

I~ CHANC'1ERY OF NEW .JERSEY. 

STANDARD PARLOR SurrE COM-
PANY} 

Complainarnt, 

vs. 

HUDSON UPHOLSTERING vVORKS} 
INC.} a corporation, 

Defendant. 

On Bill, &c. 
Petition. 

To the Honorable ED,VIN ROBERT WALKER} 

' 10 

Chancello1· of the State of New Jersey. ~O 
The petition of ,villiam f1. \Yolf, Assignee for 

the l>enefit of creditors of Hudson UpholsteriBg 
vVorks, Inc., a c01·poration, and Bush",vick P1·es:::;, 
Belgam Corporation, Bahlen Bros., Deco1·atiYe 
.B.,abric Corporation, Eisen Bros., .Joseph Gosset, 
liaus1nan Bag Company, Hauptman Feathe1· Cont-
pany, Kay lfanufartul'ing C0111pany, Kay & Todd 
Company, La France 'rextile Industries, North 
,vale:-; Tapestry C01npany, National Patent Reed :m 
Con1pany, Practical Sample Card C01npany, E. C. 
Ror-;s, Standanl Mohair Plush Company, l\I. 
Abrarnmdtz, Hea board Coi·d & Twine Con1pan)-, 
Rtewart & Sparry, 'rextile Supply C01npany, Tuck-
er ~Ianufactul'ing C01npany, Weston Company, F. 
P. \Yoll Uon1pan_y, and Max Neumann, creditors 
of l--Iudson "Cpholstel'ing ,vorks, Inc., 1·espectfully 
show: 

1. On Januar·y 17, 1930, the defendant I-Iudson 4 o 
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Petition. 

Upholste1·ing \Yorks, Inc., executed and delivered 
to Willia111 C. Wolf, an instru1nent in writing, duly 
acknowledged, reciting · that the said defendant is 
engaged in the business of n1anufacturing uphol-
stered furnHure at 49 J:i--.,remont Street, Jersey City, 
and is indebted to various of its creditors in 

Jo amounts it is unable to pay at maturity, and that 
the defendant is desirous that all of its assets be 
liquidated and proportionately distributed among 
its creditors. Under the tenns of said agree1nent 
said defendant co1·pora:tion authorized petitioner 
,villimn C. Wolf, to carry on the defendant's busi-
ness, if deemed adYisable, and liquidate the asset8 
of said defendant in r:mch manner as the said ,vil-
limn C. vVolf may C'onside1· proper and necessary, 

20 
and dispose of said p1·operty at public or private 
sale, collect and adjust accounts receivable, adjust . 
c:111)· and all accounts payable, and other claims or 
demands, <='rnploy all necessary pr1·sons in the ad-
ministn1tion of the trust, and afte1· paying all ex-
pem,;es, <listl'ilmte the balance, 1n·o rata. ainong all 
credito1·s. A cop)· of said ag1:eement is hereto an -
nexed, made a part hereof, and nuuked Exhibit 
A. A great majol'it) · of the c1·editorK, including 
petitioneni, have eonse11ted to the tenns of said 

:10 ag1·ee11w11t Exhibit ~\_. 

~- The petitione1·s he1·einaboY(' mentioned a~ 
c1·editors of the Hudson Ppholstel'ing ,Yorks, Inc. 
ha, ·e daims against said defendant corporation. 
aggregating · the Slllll of $15,770.24, none of which 
are preferred claims, out of a total of approximate-
ly $22,279.87, gene1·al and unpreferred merchan · 
dise clain1s against said c01·poration. The claim<._; 
of your petitioners who are creditors of said de-

4 O fendant, represent approxilnately 70o/c of the tota 1 



17 

Petition. 

outstanding general merchandise clain1S against 
said corporation. Annexed he1·eto and n1ade part 
hereof, is an itemized lis of the claims of your 
petitioners, showing the an1ounts due each of theu1, 
and mar·ked Exhibit B. 'rhe amount of total 
claims is del'iYetl fron1 an audit of the books of said 
defendant 1nade under the tlirection of petitioner, Jo 
vVillian1 C. Wolf. 

3. Upon the executjon of the afor·esaid assign-
n1ent for the benefit of creditors, Exhibit A, your 
petitioner·, William C. \Volf, on ,January 18, 1930, 
took possession of the assets of the defendant cor-
poration and immediately caused an audit of the 
books of sajd coropration and an inYentory to be 
rna_de and con1pleted. Attached hereto ii-; a state-
1nent showing the assets and liabHitiei-; of sa_id de· ~O 
fendant eorporatiou ai-; de1·iYed from said audit, 
said statement lwing made part hereof, and mad:.-
etl Exhibit < 1• 

4. On January 18, 1930, your petitioner·, \Vil -
liam C. vVolf, procm·ed an auctioneer to lot up the 
111erchandii-;e for· sale and had the merchandise 
nearly all ar-rangecl for· the auetion sale, when 011 

~Tannar·y .:.U, 1930, this <~omt appointed a cu:-:todial 
1·ecehTer in the abon, entitled cause . ~O 

D. Jletitioner·, \Villian1 C. \Volf is president of 
the Allied Board of Trade, Inc. a credit association 
serving the upholstery, fu1·nitlne and decorative 
trade. Your petitioners, who ar·e creditors of thl~ 
defendant corporation, say that the work done by 
said \Volf, has been very fast and efficient, and if 
it had not been for the appointinent of a custodial 
receh·er, the assets of the co1·poration would have 
afready been sold at a n1ininnun expense to the H} 
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creditors, including also a substantial sanng 111 

rents, insurance and i;;dmilar items. 

6. Your petitione1·s say -that ·said Wolf, as as-
signee of the creditors, is thoroughly competent to 
administei- the assets of said corpo1·ation at a 1nini-
1num expense, ,and that the administration of said 

l O assets by a receiver of this Court would result iu 
a duplication of work entailing an unnecessary ex-
penditure for duplicate ad1ninist1·ation. 

XO 

40 

7. Your petitione1·s fu1·ther show that the bill 
hereh1 was filed \Yith the knowledge of the assign-
1nent for the benefit of creditors, and at the hi-
stance of a single creditor. 

8. Your petitionerR fu1·ther show that a great 
1najol'ity of the creditors, both h1 nu1nber and in 
ainount of claims, desfre that the said ,vnliam C. 
"\Yolf, as assig11ee under Exhibit A, continue the 
adntinh.;t1·ation of r-;ai<l assets. 

Y ou1· petitioners therefore pray that an order· 
nrny be made adding WilJiam (~. '\Volf, assignee for 
the benefit of eredito1·::-; under Exhibit A, as a party 
defendant in this 8uit, and permitting the R,ticl 
"\Villia1n C. "\Yolf, as assignee unde1· Exhibit A. to 
continue the administration of the assets of the 
defendant corporation, and that the custodial re-
ceiver appointed he1·Pin be directed to turn over 
said assets to the sai<l \Villiain C. ,,~olf, HRRignee. 

EICHMAN.1: J & SEIDE.rT, 
Solicitors of William C. Wolf, 
and c1·editors shown in Schedule 

B annexed hereto. 
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Affidavit of William C. Wolf. 

State of Xew .Jersey , 1 
lc-c- • 

County of Hudson, f'.,~, .. 
Willian1 C. vVolf, being duly swo1·n upon rn.r 

oath, depose and say : 

1. I an1 president of the Allied Board of '1.1ra<le, 
a credit corporation serving the upholstery, fur11i-
tu1·e and decoratiYe ti ·ade with offices nt 350 :Mad-
ison AYenne, :Xew York City. 

2. On Jannai·y 17, 1930 , the defendant Hudso11 
Upholstering \Vo1·ks, Inc., a coq>0ration, executed 
and deli, ·ered to me an instrument in ·writing, duly 
acknowledged, a copy of which is hereto annexe<L 
and nuu·ked Exhibit A. A nrnjority of the c1·edi t-
ors of Haid <lefendant corporation haYe consented 
to the ad1ninistn1tioll of the m;:-w-t:-; of i-;aid defend-
ant coq)01·ation nuder said agreement Exhibit A. 
The petitioners menti.mwd in the foregoing peti-
tion ai-: creditm·s of tlw H udHon 1;pholsteri.ng 
\Yorks, 1 nc. have gene1·a 1 c lailns againl-4t said de-

10 

f en ch-mt roq)Ol'ation agg1·egatiHg the Hnm of $15,-
770.2-! , out of a tot,11 of general and unseetn·e<l 
nw1·chaHdii-:e elaimH of app1·oxirnately $~2,279.87 
again:-it the Haid deft>ndant. rrhe claims of sai<l 
petitione1·H ·who ,ue credit01·H repreHent approxi-
1nate]y 70 7() of the tota 1 outstanding me1·chandisP :~o 
daims of said defe1Hlant corporation. A.11nexe<l 
he1·eto mHl made a pa 1·t he1·eof, is a 11 itemized list 
of the elahn:-; of the petitionen; who a1·e creditors . 
. ·aid li:-;t being rnarke<l. Exhibit B. Said list of 
claimH of :-;aid petitionen; and the total anrnunt of 
all claims is del'ived from an audit of the books of 
aid defendant 1nade nnde1· my dil'eetion whilP ad-

1ni1dste1·h1g-the asHetH of ~mid defeuda11t co1·po1·a-
tion under the ag1·eement Exhibit A. 4 0 
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.A-.ffi.,davit of WUliam C. TV olf . 

3. Upon the execution of the aforesaid agree-
n1ent, Exhibit A, on January 18, 1930,_ I took pos-
ses,sion of the assets of the defendant corporation 
and in1mediately caused an audit of the books of 
said corporation and an inventory to be made and 
con1pleted. Attached hereto is a statement sho-w·-

J o ing the assets and liabilities of the said defendant 
corporation derived frmn said audit, said state-
1nent being made a part hereof and marked Exhibit 
C. 

20 

4. On January 18, 1930, I procured an auction-
eer to lot up the merchandise for sale, and had 
the merchandise nearly all arranged for the auction 
sale, when on January 21, 1930, this Court ap -
pointed a custodial receiver in this , cause. 

5. As soon as I took possession of the assets 
of the defendant corporation, I worked ·with alf 
my energy to quickly liquidate the assets of the 
said defendant corporation. If it had not been 
fm· the a ppointn1ent of the custodial receiver, tlw 
assets of said corporation "'IYould already have been 
sold. I believe that as assignee for the creditors 
under the agreen1ent Exhibit A, I am thoroughly 
able to administer the assets of said corporation 

:{O at a 1ninimnrn exp ense to the creditors, and I verily 
believe that the administration of said assets by 
the receiver appointed by this Court , would result 
in a duplication of work entailing an unnecessary 
expenditure for duplicate administration ~ 

6. I believe that the bill herein was filed with 
knowledge of the as 1signment for the benefit of 
creditors , said bill being filed by a single creditor. 
A great 1najority of creditors have indicated their 

4 0 desire, that as assignee under the agreement, Ex-
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Affidavit of lif/illiam 0. Wolf. 

hibit A, I continue the administration of the assets 
of the defendant corporation. 

WILLIAM C. vVOLF. 

Sworn and subscribed to before me 
this 27th day of January 1930. 

Louis Stein, 
Attorney at Law 

of New Jersey. 

Exhibit A. 
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AGREEMENT made this 17th day of January, 1930 
between Huds ,on Upholstering Works Inc. of 49 
Fren1ont Sti·eet, Jersey City, Ne,v Jersey, party of 20 
the first part hereinafter called the Debtor and 
Williain C. Wolf of 350 Madison Avenue, in the 
Borough of Manhattan, City of N mv York, party 
of the -Second part he1·einafter called the Trustee. 

WITNESSETH: 

WHEREAS) the debtor is engaged in the busines:-:; 
of manufacturing upholstered furniture at 4H 
Fren10nt Street, J e1·sey City, ew Jersey and is in-

',>O debted to various of it8 creditors in amounts which ) 
it is unable to pay at 1naturity, and 

vVHEREAS) the debtor is desirous that all of its 
assets of every kind, nature and descl'iption pe1·-
taining to its business be liquidated and of having 
the same proportionately distributed a1nong its 
creditors under the ter1ns and conditions hereh1 · 
after set forth, and 

WHEREAS_, the party of the second part has 111-
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Exhibit A-Annexed to Affida vit of 1Vm. C. Wolf. 

dicated his willingness to ,accept a Deed of Trust 
. of all of the assets of the debtor, including its bank 
account, Accounts Receivable, merchandise, wher-
ever situated, deposits, claims of every kind, na-
ture and description, furniture and fixtures, 
1nachinery, all books, records and n1emoranda used 
for the t1·ansaction of businesis, 

No,v THEREFORE) in consideration of the sum of 
One Dollar ( $1.00) each to each in hand paid, re-
ceipt of which is hereby acknowledged and in con-
sideration of the mutual covenants and conditions 
hereinafter set forth, it is agreed aR follows : 

1. The Hudson Upholstering Works, Inc. here-
by assigns, transfers, and sets over unto the 'rrustee 
all of its assets, tangible and intangible, of what-
ever nature and description and wheresoever situ-
ated, consisting of 1nerchandise, fixtu1·es, fun1iture, 
1nachinery, leaseholds , personal property, Ac -
connts Receivable, cash in the bank or deposits in 
the bank 01· elsewhe1·e, clahns of every sort an<l. de-
scl'iption, trade names, good ,yi]l, all books and 
records and n1e1n01·anda used for the transaction 
of business, and all other : property of every kind _, 
nature and dei-;cl'iption belonging to it or to which 
it 1nav be entitled . ., 

2. 'rhe Trustee herein accepts the trust and 
agrees to perfo1·n1 the smne to the best of his abili-
t~' . 

3. The l-Iudson Upholstery Works, Inc. the 
debtor herein, gives full power to the Trustee to 
carry on the business in such manner and at his 
discretion may seem to him to be proper and neces -
sasy and when he deems it advisable, to liquidate 

4 0 the assets and property in such 1nanner and at his 
discretion as n1ay seen1 proper and necessary. 
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4. The T1·ustee is autho1·ize<l. to dispose of the 
1nerchandise and all othe1· property transferred to 
hiln by the tel'lns of this ag1·een1ent at public ot· 
private sale which in his disc1·etion may seen1 prop-
er and necessary. 

5. The Trustee may collect, adjust, compromise 
and settle all and any accounts receivable, claims 10 
or demands exh;ting in favor of the debtor. 

G. The ~rrustee may adjust, comp1·omise and 
settle any and all accounts payable, claims or de-
nrnnds existing agairn.;t the debtor. 

7. 'l'he T1·ustee shall be empowel'ed to employ 
any pe1·son which may seem to him best in admi11-
istel'ing the trust Ol' iu ca1Tyi11g on the business of 
the delJtor 01· in selling the property conveyed to 
hin1 and may pay from the proceeds realized by 
him, all expeui-;es incident to the t1·ust including 
'l'nrntee·s feei-;, ( \mnsel'8 fees, aecountants' fees, 
custodian's fees or any salal'ie,' or expenses which 
may in his discl'etion seen1 p1·oper in carrying ouL 
the tnu,t and any indehtednei-,s incu1Ted hy the 
'l'rnsteP in the liquidation of theHP ai-;sets sha 11 be 
entitled to ]Jl'iol'ity of payment. 

8. 'l'hP 'J'1·m;;tee shall aftel' making such pay-
1nentH for expenses of either contiHuing the busi-
nei-;s or of admi11ii-;t1·ation, distribute the ba la nee 
1·ec<:>i Yed pr·o ratl:l amqng al] e-reditont 

9. 'rhe '1'1·usteP shaJl not be ohligc->d to institut(• 
or take part in any litigation out may do so in hi.-; 
absolute disc1·ption. 

10. The Trustee sha 11 not be lia hle to any act8 
of omission or rmnmission, nor fo1· any e1-ro1· of 

40 
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law or mistake of judgment to the debtor or to the 
credito1·s or to any other person, it being express-
ly unde1·Htood and agreed that the Trustee shall 
in no wise be Hubject to any personal liability what-
soever except for an act of wilful n1isconduct on 
hh; part. 

JO 11. All creditors becoming parties to this agree-

20 

n1ent 1nay be required to file verified proofs of 
(']aim with the 1l1n1stee within sixty days from date 
hereof. In the event that any creditor holds obli-
g:ations on ,,Thich someone other than the Trustee 
is p1·imarily liable, such claims shall be valid and 
1·pcognize<l. only so far as the same are unsecured 
01· cannot be collected fr01n the parties primarily 
liable. 

1~. 1 n the eYent that any claims filed by any 
of the c1·editors shall be objected to by the Trustee 
or in the eYent that the TrnsteP shall be unable to 
ag1·ee with any creditors and to the extent to which 
thc> claim of snC'h creditor sha 11 he Ya lid and recog-
nized , thc~n and in that eYent the difference be -
tween the creditor and the Trustee shall be sub-
mitted to ,ubitrato1·s: the tn1stee appointing one 
m·bitrato1· and the creditor appointing one m·bi-

:{O trato1· and the two arbitrato1·s thus appointed shall 
appoi11t a thfrd disinterested umpire and the de-
cision of a majority of such arbHrators as to any 
differeneeH sha11 l>e final anrl binding upon all the 
p.-u'ties herPto. 

13. This Deed of Trust shall beco1ne binding 
and effectiYe upon its being signed by the Trustee 
and the Debtor and the signature of any c1·editor 
to any counte1·part or copy the1·eof shall be re-

4 O garded as one instrument and shall 111ake such 
creditor a party to this agreement. 
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14. The execution of thjs Deed of Trust anrl 
the acceptance of a pay1nent or payments by credit-
01·s fron1 the Trustee shall not be construed to be 
a release on the pa1·t of the e1·editors of their clain1 
as against the debtor. 

15. It is also understood and agreed that any 
lease or leasehold now existing in debtor's name 10 
a1·e to be construed as part of the assets now being 
conveyed to the 'l1rustee herein and it js hereby, 
by these presents, assignerl, transferrerl and set. 
over to the Trustee herein any such lease-holds. 

1G. It iR unrlersto9d and agreed that in the 
eYent of all creditors' oblig ·atiorn; being satisfied in 
full or said creditors releasing the debtor and the 
Tnu;tee of any anrl a 11 claims to the 1noneys in the 

2() hands of the 'l'rustee, that the su1·plns remaining 
in the hands of the 'l'rustee Hhall be turned 0Ye1· to 
the rlebtor herein nnrl the Trust he1·ein created be 
def'md co1npleted and terminated. 

Tx ,vrTNEss WHEREOF, the T1·ustee has hereun-
to set his hand and seal, and the rlehtor has caused 
its corporate seal to be hereunto affixerl, anrl thesP 
presents to he signed by itH cluly authorizerl. officer 
the day mid year fi1·~t ahoYe written. 

H l ' l>~OX t'"PHOLSTJ<JRIKG \Ymm :.:-;, lxc. 

Attest: 
Secretary 

B) ' .r. Pmnerantz, 
Pres. 

M. Kimmel, 
V. Pres. 

,villiain f\ "'\Volf, 
Trustee. 

30 

40 
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State of New York l 
City of New York rss. 
County of New Yol'lc J 

On this 17th day of December, 1930 befo1·e me 
came Julius Pomeranz, to me known and who be-
ing by n1e duly swo1·11 did depose and say that he 

10 resides in the Borough of Brooklyn, City of N e,v 
York; that he is the President of the Hudson Up-
holstering vVorks Inc. the corporation described 
in and which executed the foregoing instrument; 
that he knows the seal of said corporation; that 
the seal affixed to said instn1ment h; such corpor-
ate seal; that it ·was s·o affixed by order of the 
Board of Directors of said corporation, and that 
he signed his name thereto by like 01·der. 

20 AX~"'E O'BRIE ... T . 

Rtate of Xe" · Ym·k l 
City of ....... ew Yo1·k rss. 
County of Xew Y01·k. J 

On this 17th day of January, 19.30 before me 
cmne \Villiam C. vVolf, to me know11 and known 
to me to be the indiYidnal described in and who 
executed the foregoing instrument and he du]) · 

HO acknowledged to me that he executed the same. 

AXXE O'BRIEX. 

40 
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Exhibit B. 
M. Abramowitz-46 E. 211st St., N. Y. C. $619.:.rn 
Bushwick Press-1009 Eighth Ave., Brook-

lyn, N. Y. 
Belgam C,orp.-40 E. 22nd St., N. Y. C. 
Behlen Bro.-10 Christopher St., N. Y. C. 
Decorative Fa bl'ic:-; Corp. 2 W. 46th St., N. 

46.50 
177.60 

46.01 

Y. C. 1782.69 
EiRen Bros.-1102 .Jefferson St., l-Iohoken, 

N .. J. 456.00 
J. Gosset-52 · E. 21Rt St., :X. Y. C. 957.84 
Hansman Bag Co.-2 ·03 Green point Ave., 

Brooklyn, X. Y. 90.(J0 
Hauptman Co.-77 \Vallabout S:t., 

Brooklyn, N: Y. 12--15.50 
Kay ~lfg. Co.-2 \Varren Rt., X. Y. 

(Brooklyn) 
C. 

12.J 5.85 
726.74 Kay & Todd Co.-Elk:-; )Ii11s, -;\id. 

La F1·ance rrexti1e Tnd.-41 E. 21st 
Y. C. 

St., N. 
129J.G8 

Xorth '\Vale:-; 'l'apesti·y Co.-Xorth '\Vales, 
Pa. 178.7U 

:Xational Patent Reed Co.-ErasE:>1 Bldg .. 
Phil., Pa. 6.90 

Practical Riamp1E:> Cai·d Co.-12:i Bleeckp1· 
Rt., X. Y. C. 22.50 

E. C. RoRs._597 E. 133rd St., X. Y. C. 43.50 
~tanclard Mohah Plush Co.-188 rr~ovidence 

St., Bo~ton, :\Ia~,s. 1780.oll 
Reaboanl Cord & Twine ('o.-84 '\Valker 

St., K. Y. C. 2:3:1.74: 
~te,vart & Rpa1-r~·-(W Leonard Rt., X. Y. C. 154.83 
Textile Supply Co.-3 W. 29th St., X. Y. C. 1732.32 
rrucke1· 11fg. Co.-- ~20 E. 5th St., X. Y. C. 199.G3 
\Ve:-;ton Oo.-:30 E. 21st St., X. Y. C. 2205.G-! 
I~. P. \Vo11 Co.-l?rankford, Pa. 186.i:,0 
~fax Xeumann 3G7.00 

JO 

20 

30 

40 
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Exhibit C. 
HUDSON UPHOLSTE ·RIN ·G WORK.S, INC. 

TENTATIVE S1'ATEMENT OF ASSETS & LIABILITIES 

AR OF .J A~UARY 18, 1930 
Book Expected 

Assets Valu -e To Realize 
Acooun ts Recei va ble-U nassigned 3,315.G5 2-,984.08 
Accounts Receivable-Assigned to 

Commercial Credit Corporation 9,46·6.25 2,910.76 
Notes Receivable 1,166.25 40.00 
Cash-Industrial National Bank 

Held by Bank on account of 
$1,000.00 note 2179.55 

Cash-Comm ·errial Trust Co. 1.18 1.18 
Cash-Bank of Fnited States •)O .20 ,.., 

Merchandise lnYent-0ry 9.010.95 9,010.95 
Machine1·y, Furniture & Fixtures 

and Equipn1ent 458.og 225.00 

'l"'ota l Assets, :!3,(198.71 15,172.17 

Book Expected 
Linbilities ralue To Rank 

Secured: 
Con1mercia l Ci·edit Co1·poration 3,608.SG 
( ExclusiYe of .January charges) 
This amount deducted fron1 
Aocounts RereiYa hle assignerl. 

Partly Sec"u red : 
Industrial Xational Bank 1.000.00 
Holding f1ash Ba lance of 
$279.55 720.45 

Preferred: 
Salaries 400.00 400.00 
Salaries~K. G. rhecks 335.41 335.41 

Not S ecured: 
Me1·chandise Creditors 25,142.32 2'5,, 1412. 32 
Loans & Exchanges-Creditors l,6'04.77 1,604.77 

Total Liablities 34,091.36 28,202 .. 95 

Deficiency 10,392. 166 13,030.78 
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Order Continuing Assignee. 

Filed Jan. 28, 1930. 

TK OHAN0ERY OF NEW .JERSEY. 

STANDARD p ARLOR SUITE COM-

PANY) 

Complainant, 

YS. 

HlTDSON UPHOL8TERING \VORKS ' INC.) a corporation, 
Defendant. 

On Bill, &c. 

Order. 

This matter being opened to the Court by Max 
L. Rosenstein, soliri ,tor for complainant, and 
Eichmann & Seiden, solicito1·s for William U. 
Wolf, ar-;signee for the benefit of credito1·s of 
Hnds'On UpholH<tel'ing \Vol'lu:; Inc. and Bushwick 
Press, Belga1n Corporation, Bahlen Bros., Decor-
atiYe Fabl'ic Corporation, Eisen B1·os., .Joseph 
Cosset, .Hausman Bag C·ompany, Hauptman 
Peathe1· Company, Kay liannfactnring Compauy, 
I{ay & 'rodd Compan) -, La l?rance T·extile InduB-
tries, Xorth \Vales 'rapestry Crnnpany, Xational 
Pa.teut Heed Company, P1·actical Sample Caru 
Company, E. C'. RosH, StalH.lard :Mohair Plush 
Compan., -, M. Abramo-witz, Seaboard Conl & 
Twine Company, Stm, "art &-· Sparry, Textile SuJJ-
ply Company , 'l'ucker Manufactudng Company, 
\Veston Company, F. P. \Voll Company, and l\lax 
Xeumann, creditor~ of Hudson rpholstering 
vVorks, Inc., upon the retu1·11 of an o-rder cliI·ecting 
the creclito1·s and. sto ckholders of Hudson Uphol-
stel'ing "\Yorks, lnc. to show cam;e why a Receiver 
should not be appointed for said corporation; and 

10 

20 

''U ,, 

·10 



30 

Onler Co11tin,uing Assignee. 

the said Eichmann & Sieiden as s,olicitors for the 
parties above set fo1'th having on the return of the 
sai<l. orde1· to show cause presented a, petition 
showing that under an agreement, dated .f anuary 
17, 1930, Hudson Upholstering Works, Inc. had 
executed and delivered to Willian1 C. "\Volf an 

10 ag1·ee1nent assigning the assets of said corporation 
for the equal benefit of all creditors, and that che 
said \Villian1 fl. ,volf had unde1'taken and pro-
ceeded with the administration of said trust prior 
to the filing ,of the bill for a Receiver herein, and 
that the great 1najority of said creditors desire 
that the ~aid assets be administ ·ered by said Wil-
liam fl. ,volf aR aRsignee inRtea<l. of b~r a ReceiYer 
of thiR C·oul't; 

20 

30 

40 

Tt iR on thiR ~8th day of ,January, 1930 on motion 
of Eichman & Rei den, ~olicitors for ,Villia.111 C. 
"\Yo1f. an<l. thP val'ionR c1·editors hereinaboYe men-
tionecl, 

OmmRED that ,villi.am C1. "\Yo1f, assignee for the 
benefit of cred itors , he macle a party defendant in 
this Ruit: FrRTTTER ORDERED that said "\Villiam C. 
"\Yolf file a ~nu·et~T company bond with the Clerk 
of this Court i11 the sum of $10,000 to the Chan-
cellor of the Rtatr of Xew .Je1·i.;e~r conditioned for 
the faithful pe1·fornrnncP of his duties uncle1· the 
nf<n•ps•aicl ng1·ee11wnt: ~mid bond to be approved by 
this Court 01· one of the Rpecial ~!asters thereof; 
FrR'l'IIER 01wERED that upon filing said bond, Joel 
Gross, " ~ho was appointed custodial receiver in 
this cause, be clischal'ged as custodial receive1· and 
that the said Joel G1·oss be allowed as compensa-
tion for his services, the sum of $150. besides dis-
lmrsements incurred by him, a state1nent of which 
shall be :filed by him in this cause, said sum to be 
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Order Co11tinui11g Assignee. 

paid by Willian1 C. \Volf, assignee for the benefit 
of creditors · forthwith, out of the asset!-; of said 
corporation. 

FURTHER ORDERED that upon tke :filing of said 
bond, said custodial receiver turn over any and all 
assets of said corporation in his hands to the said 
William C. Wolf, assignee fo1· the benefit of cred- 10 
ito1·s, and that the said "\Villiam C. \Volf, assignee 
as aforesaid, p1:oceed to administer and liquidate 
the assets of said corporation pursuant to the 
aforesaid assignment for the benefit of c1·editor.s, 
and pu1·suant to law. 

FURTITELt ORDERED that the restraints contained 
in said order to show cmu;e in so far as they af-
feet vVilliarn f1. \Volf. aHsignee for the benefit of oo credito1,s, and p1•eyent him from administering , 
and liqnjdating the assets of said corporation un-
de1· the RgTeement afo1·er-mid f.or the benefit of cred-
itors, he and the ~mme are hereby dissolved. 

11..,FRTJTI~R ORDERED that the 01·de1· to show cause 
l'etnrnable this day, he continued to H1e 24th Jay 
of Feln·ua1·y, 19~10, at 10 o'clock in the forenoon 
or as soon the1·eafte1· a8 the f'ourt can attend Lo 
tlw same, at the Chanrer~- Chambers, 1 ~Jxchange 
Pln<:P, .r ersey City. :H) 

Respectfully advised, 
,JOUN BENTLEY) 

r. C. 

E. R. \V ALKER, 
0. 

40 
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Notice of Appeal. 

Filed Feb. 11, 1930. 

IX CHANCERY OF ::N"EvV JERSEY. 

Between 
STANDARD I' ARLOR SUITE COl\1-

PANYJ 
Complainant, 

and 

HrmmN UPHOLSTERING w ORKS ' INc.J a corporation, 
Defendant. 

On Bill, Etc. 

Notice 
of Appeal. 

20 'fhe complainant, Rtandard Parlor Suite Conr-
pany, hereby appeals from the interlocutory order 
made in the a boYe entiOed cause on .January ~8, 
19H0, and from the ,vhole and every part thereof, 
to the Oourt of ErrorR' and .Appeals in the Last 
Reso1·t in All Causes. 

Dated: Fehrnm·y 5, 1930. 

~IAX L. RORE:XRTEIN, 
Solicitor fo1· and of Counsel with the Com-

HO p]ainant, Rtandard Parlor Ruite Company. 

40 

I conceiYe the1·e is good cause for· appeal in !he 
ahove entitled cause. 

:MAX L. ROSENSTEIN, 
Of Counsel with Complainant, 
Standard Parlor Suite Company. 
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Amended Notice of Appeal. 
Filed Aprj] 19, 1930. 

77-212 

IX OHANCERY OF NEW ,JERSEY. 

Between 
STA JDARD PARLOR SUITE COl\1-

PANYJ 
Con1plainarnt, 

and 
HUDSON UPHOLSTERING WORKS, 

I~c., a corporation, et al.) 
Defendants. 

On Bill, Etc. 

Amended 
Notice 
of Appeal. 

10 

The complainant, ~tantla1·d Parlor Suite Cont- 20 
pany, hereby appeals from the interlocutory ordel' 
made jn the ahoYe entitled carn;;e on .January 2~, 
193 10, made b)' the Chancellor on the adYice of 
Vice-Chancellor J?allon, and from the whole and 
every part thereof, to the Con1i of En·ors and 
Appeal~ in the La,st Resort in All Causes. 

Date<l: li'iehrrn-try 5, 19:{<0. 

1IAX L. ROSENSTEIN', 
Rolicitor for and of Counsel with the Con1-
plainant, Standard Parlor Ruite Company . 

.. 
I concefre the1·e is gootl cause for appeal iu lhc 

aboYe entitled cause. 
MAX L. ROSENS 1'l'EIN, 

Of C9unsel ·with Complainant, 
Standard Parlor Suite Company. 

40 
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Amended Notice of Appeal. 

Filed April 26, 1930. 

77-212 

] () STANDARD PARLOR SUITE COl\I-

PA~"y) 

Oon1p lainanit, 
and 

.Hrusox UPHOL~TERI.NG ,voRK8, 

l::\'(;.) a corporation, et al.) 
Defendants. 

On Bill, Etc. 

Amended 
Notice 
of Appeat 

20 'l"'he complainant, Standard Parlor Suite Corn.--

HO 

40 

pany, hereby appeals from the interlocutory orde1· 
nrnde in the aho\ ·e entitled cause on January 2o, 
19~W, marle b~· the Chancellor on the advice or 
Yice-Chancello1 · Bentley, and fro1n the ·whole anu 
eYer,v part thereof, to the ('1ou1t of E1Tors arul 
Appeals in the Lm;t Resort in All f'auses. 

Dated Apdl ~5th, 1930. 

}fAX L. ROSEKSTEIX, 
Solicitor fo1· and of Counsel with the Corn-
plainant, Standard Parlor Suite ~ompauy. 

I conceive the1·e is good cause for appeal in the 
aboYe entitled cause. 

11AX L. ROSE:NS 1TEIX, 
Of Counsel with Complainant, 
Standard Parlor Suite Company . 
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Affidavit. 
Filed Feb. 11, 19,3·0. 

IN CHANCERY OF :NEW .JERSEY. 

Between 
STANDARD PARLOR SurTE Co.) 

Complainant, 
and 

HFDSON FPHOLSTERE\'G vVcmKs, 

INC.) 

Defendant. 

State of New Jersey, t,c:-. 
County of Essex, f'~· . 

Affidavit. 
10 

Irving S. l~arher, being duly swm·n, acrordh1g ~0 
to law, upon his oath depose;.; and says: 

J. 1 mu employed in t11e office of :M:ax L. Rm;-
enstein, the solicitor for the aboYe named com-
plainant corporation. 

~- 'l'hat on the 6th day of Ji'ebrnai·y, 1930, l 
. e1Ted upon Beatrice }Ieltzer. employed in the of. 
fice of Eichman & Reiden, solieito1·s of fi78 :N"ew-
a1·k AYenue .. Jersey Cit.Y, Xe,,~ ,Je1·Hey, a copy of 
a notice of appeal, and petiti011. 

TRYING R l1"'ARBER . 

._ 'won1 to before me this 8th 
da:v of February, 1'930. 

Ben L. Krieger, 
An Attorney at Law of N. J. 

40 
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Petition of Appeal. 
Filed Feb. 2,5, 1930. 

NEW JERSEY COURT OF ERRORS AND 
APPEALS. 

STANDARD r ARLOR SuITE Col\1-
PA~NYJ 

Complainant-Appellant, 

YS. 

Hrn~ON FPIIOLSTERING ,v ORKS, 

INC.) a corpo1·ation, 
Defendant-Appellee. 

On Appeal 
from Court 
of Chancery. 

Petition 
of Appeal. 

710 the If onorable the ('o -urt of Errors and Appea;i5 
i II the Last Resort in All Caiu;e8: 

The petition of Rtandard Parlor Ruite C01u-
1rnny, the appellant in the ahoYe entitled cauRe, 
1·e~pertfnll~- showR that: 

l. Petitioner finch; it~elf aggrieYed by an h1-
terlocntory 01-der made in the Cotut of Chanre1·y, 
by his Hono1·, Edwin Rohert \Valke1·, Chancellor 
of the Rtate ,of :New ,Jersey, bearing date .January 

:Hl 28, 1930, in ,a certain cause in said Cou1-t of Chan-
cery whe1·ein the said Rtandard Pal'lo1· Rnite Con1-
pany was eomplain,mt, and the said Hudson Up-
holstering vV:orks, Inc. a corporation of :Xew .Jer-
sey, was defendant, in this respect, to ,vit, that the 
said order adjudges that vVilUan1 C. \Volf therein 
te1·med to be the assignee for the benfit ,of credi-
tors of Hudson Upholstering vV 01·ks, Inc., be made 
a party defendant in said cause and directed said 
"\Yi1liam C. \Volf to file a nret) - company bond 

40 
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Petition of A_ppeal. 

in the sum of $10,000.00 to the ChanceUor of New 
Jersey, cornditioned for the faithful performance 
,of his duties as ,such assignee, and which Order 
discharges Joel Gross, Custodial Receiver of the 
property of the defendant corporation, upon the 
filing of the bond by the said vVillia1n C. ,v olf, as 
·assignee as above stated, and which Order further J 0 
directed the s1aid Joel Gross as Custodial Receiver 
to turn over any and all 'assets of the defendant 
corporation in his hands · to the said William C. 
Wolf, as as,signee, with instructions to said Wil-
liam C. Wolf to proceed to ad1ninister and liqui-
date the assets of the s·aid defendant corporation, 
pursuant to the assign1nent for the benefit of cred-
itors therein referred to and which Order further 
dis ,solved a distraint against William C. Wolf as 

ll() assignee from administering and liquidating the ,;;;. 
said ass-ets of said defendant corporation, 

And petitione1· appeals from the Order of the 
Chancellor, which decrees as aforesaid, upon the 
ground that the same is err ,oneous in that : 

(A) The alleged assigmnent for the lJenefit of 
creditors made by the defendant co,rporation to 
-s~dd \Villiam C. vVolf m; alleg ,ed assignee, was iJ-
legaJ and void, and contrary to la,v in all 1·espects. 
for the reason that the same was not recorded in 
the manner provided for by law, and the alleged 
assignment t,o said William C. ~rolf for the bene-
fit of creditors of the defendant corporation was 
in contravention of Chapter 2:34 Laws of 1928 of 
New Jers ,ey, entitled "An Act to amend an act 
concerning general assignments revision of 1899." 

( B) The S'aid Order of the Court of Chancery 
was erroneous in that vVillia ·m C. Wolf, the al-
leged assignee :for the benefit of creditors of the 10 
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Petitio11 of Appeal. 

defendant corporation ·was not a party in interest, 
entitling ·him to he made a party defendant in saiu 
rause. 

( C) That the f1hancellor erred in that by the 
term81 of hiR Order of .January 2,8, 1930, com-
plained of, full fo1·re and effect was given · to a so-
called assignment for the benefit of credito1·s ex-
rruted by the defendant corporation to the said 
'\VilJiiam C. Wolf, which aileged assignment was 
nnll and Yoid. 

(D) The rlefentlant co1·poration being admitt-
edly irnmlvernt and haYing suspendrd its ordinary 
bush1es-R-for want of funds to carry on the saine 
Hhould haYe been adjudg ·ed ins 1olvent by the Chan-
rellor, and a Statuto1·:r Rereiver of its prope1-ty 
appointed, aR provided f.or by the general corpor-
ation act of :Xew .Jp1·Rey, ReYision of 1896. 

( E) The Chancellor erred in diRc11arging the 
Custodial ReceiYrr, a 1·esident of this Rtate. an<l. 
dil·rcting thr said Custodial Receiver to surren-
drr a 11 of the prope1·ty of thr defendant corpora-
tion in hiR poRseHsion to Raid \Yilliam C. Wolf, 
acting nnrler an illegal and Yoid alleged as, ign-
nwnt for the benefit of crrditoi-s, said alleged as-
signrr admittr<llr heinp; a non,..re~ddent of X ew 
.J C'l'SP)'. 

Petitionri- the1·rfor prays that tJw said Oi-der 
of the Chancellor may be ,\·holly reversed, set 
aside and fo-1· nothing holden, and that petitioner 
may have such other relief in the premises · as to 
the Cou1-t shall seem proper. 

MAX L. ROSENSTEIN, 
Rolicitor for and of Counsel with Appellant. 
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Answer to Petition of Appeal. 

Filed Feb. 21, 1930. 

NEW JERSEY COURT OF ERRORS AND 
APPEALS. 

----- ---

STANDARD PARLOR SuI'rE COM-

PANY) 

Complainant-Appellant, 

vs. 

Hl'DSON rPnOL~ ;TERIXG "\VORKS, 

T~c., a corporation, 
Defendant-Appellee. 

On Appeal 
from Court 
af Chancerv. 

" Answer to 
Petition 
of Appeal. 

'J..1he arn;;;wer of \Yilliam C. Wolf, assignee fo1· 
the benefit of creditors appellee, to the petition of 
appeal of Rtandard Pa1·lor Ruite ('1ompany, the 
above named appeUa11t. 

This appellee not admitting the truth of an~r or 
all of the matters in Raid petition of appeal con-
tained, for a11Rwe1· thereto lleve-rtheJesR admits 
that an order was on .Janua1·y 28, 1930, made and 
entere<l. in the Cou1-t of Chancery of :Xe\\- .Tei·, ey 
in the ·above entitled cause, for the purpm;es in 

10 

~aid petition mentioned, and as thereiin set forth ; ;~() 
but mi to the suln-;tanre and fo,rm of siai.d order 
thi~ appe1lee begs leave to 1·efer thereto when thc-
8ame shall he produced. 

'I1hi.s appellee is advised and believes that the 
said order is agreeable to equity; and he prays 
that the same niay be affirmed with costH to be 
taxed in favor of this appellee. 

EICHMA ... T & SEIDE:X, 
Solicitors for and of Couns 1el with Appellec. o 
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Notice of Hearing. 

Filed April 28, 1930. 

:XEW .JERSEY COURT OF ERRORS AND 
APPEALS. 

STANDARD PARLOR SUITE COM-

PANY) 
Complainant-Appellant, 

vs. 

HrDRON 1 PTIOLSTERING vVORKS, 

INC.) a corporation, and WIL-

LIAM C1. "\V OLli', Assignee for 
the Benefit of Creditors of the 
Hudson Uphohitering \Yorks, 
Tnr., 

Defendants-Appellees. 

On Appeal 
frnm Cou1·t 
of ·Ch~ncery. 

Notice of 
Hearing. 

'ro the Appellee o.f "\Yillia1n f1. "\Volf, Assignee fo1· 
the Benefit of C1·editorR of the HudRon Up-
holRtering- "\Yol'lrn, T11e.: 

Take :Xotice that the argun1ent of the appeal in 
the aboYe entitled cause will be brought on at the 
next term of the Court of Errors and Appeals to 
he held at Rtate Hou~e at T1ren .ton, on May 201 

193·0, at the hour of 11 o'clork in the forenoon or 
a8 soon thereafter as coun8el can he heard. 

1fAX L. ROSE:NSTEI:X, 
Rolicitoi- fo1· and of C1ourn~el with Appellant. 



MAY .T.1930 

Between 
S~PANDAR.D PARLOR SUIT COl\IPANY, 

Complainant-A pp ell ant, 

and 

HUDSON UPHOLSTERir G ,YORKS, INC.) 

A Corporation, ET AL. 
Defendant-A ppellee. 

On Appeal from the 
Court of Chancery. 

BRIEF FOR COMPLAINANT-
APPELLANT. 

Statement of the Case. 

On January 20, 1930, the complainant, as a 
creditor of the defendant, Hudson Upholstering 
°""Torks, Inc., a New Jersey Corporation, in a sum 
in excess of $600, filed a bill in the Court of 
Chancery of New Jersey, seeking among other 
things, an adjudication of insolvency of said cor-
poration, the appointment of a Statutory Receiver, 
with the usual powers and for discovery to be made 
of all the property of the defendant corporation, 
for the benefit of all of its creditors in the manner 
provided for by Statute ( S. C. pp. 2-5). 

The basis of the Bill of Csnnplaint was that the 
defendant, Hudson Upholstering vVorks, Inc., had 
maintained its place of business at 49 Freeman 
Street, Jersey City, Hudson County, ~ew Jersey, 
had become insolvent and had admitted such con-
dition and its inability to continue in business, and 
had actually suspended the payment of its obliga-
tions to its creditors on or about the 17th day of 
January 1930, at which date, the defendant corpo-
ration transferred all of its assets to one, William 
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C. Wolf, a non-resident of this State, supposedly 
in trust for the benefit of its creditors, and which 
conveyance was not made in accordance with the 
Laws of this State, relating to the as:signment for 
the benefit of creditors. 

It was alleged in the Bill, that the transferee had 
given notice of a proposed sale of the assets of the 
said corporation, and that such a sale would be to 
the irreparable damage to the defendant, its stock-
holders and creditors, and that the assignment and 
transfer of said assets to said William C. vVolf, 
was in violation of the Laws of this State ( S. C. 
p. 2, Pars. 5 and 6). 

Upon consideration of the Bill, and affidavit in 
support thereof, an Order was made by the Chancel-
lor on the 20th day of January 1930, restraining 
the defendant corporation from transferring any of 
its property, excepting to a Receiver appointed by 

· the Court, and appointing Joel Gross, who is a 
member of the bar, and a resident of this State, 
Custodial Receiver of the defendant corporation, 
with all the powers incident thereto. This order 
by its terms, directed the defendant, its creditors, 
and stockholders as they became known to the 
Custodial Receiver, to show cause on the 27th day 
of January 1930, before the Chancellor why an in-
junction should issue and Receiver be appointed, 
according to the prayer of the Bill ( S. C. pp. 9-11) . 

On the return day of the Order to show cause, 
above referred to, after service of notice thereof 
upon all parties in interest, an appearance was 
made in behalf of William C. Wolf, the alleged as-
signee for the benefit of creditors for the defendant 
corporation, and certain creditors _of the defendant 
by the presentation of a petition ( S. 0. pp. 15-18). 

The petition was verified only by ,villiam C. Wolf, 
the alleged assignee ( S. C. pp. 19-21). Attached 
thereto, mark~d exhibit "A'' ( S. C. pp. 21-26) was 
a copy of the agreement by the terms of which, all 
of the assets of the defendant corporation were con• 
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veyed or attempted to be conveyed to the said 
"\Villiam C. "'\Volf, and an examination of this docu-
ment, and the affidavit of the h~ansferee therein 
named does not disclose that the same was ever 
recorded up to that time or in tended to be recorded 
or that the assets of the defendant corporation were 
to be dealt with under the Laws of New Jersey. 

The said assets were to be distributed under the 
terms and conditions of the said agreement.( S. C. 
p. 21, lines 32-38). Likewise attached the1·eto, was 
a statement marked Exhibit "C" ( S. C. p. 28), 
indicating clearly the insolvency of the defendant 
corporation. 

Upon the retu1·n of the Order to show cause on 
January 27, 1930, solicitor of the complainant, 
moved for an adjudication of insolvency, the de-
fendant being admittedly insolvent, and for the 
appointment of a Statutory Receiyer. 

The Contt upon consideration of the petition, 
affidavit, and exhibits submitted in behalf of said 
"'\Yilliam C. "'\Volf, and supposedly for creditors, 
made an Order on January 28, 1930, directing that 
the said YVilliam C. "'\Volf be made a party defend-
ant in this suit, and that he file a surety company 
bond with the Cle1·k of the Court of Chancery, in 
the sum of $10,000 in favor of the Chancellor, cou-
ditione<l fo1· the faithful pe1·formance of his duties 
unde1· the a,grcement exhibit a_4_,,) and discharged 
Joel Gross , Custodial Re~eive1·, upon the filing of 
the aforesaid bond and directed the said Custodial 
Receiver to turn over all of the assets of the de-
fendant to the said "\Villiam C. vVolf to administer 
the same ( S. C. pp. 29-31) . 

In particular the said Order dissolved the injunc-
tion contained in the original Order to show cause, 
1clziclz prePentecl the said lVilliarn 0. Wolf from acl-
m in istering ancl liquidating the assets of said cor-
poration under the agreement aforesaid ( S. C. p. 
31, lines 16,22). 
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It is from this Order that this appeal is taken. 
The appellant relies on the following grounds of 
appeal: 

1. The alleged assignment for the benefit of 
creditors made by the defendant corporation to said 
"\Villiam C. vVolf, as alleged assignee, was illegal 
and void and contrary to law, in all respeets for 
the reason that the same was not recorded in the 
manner provided for by law, and the alleged assign-
ment to said ,villiam C. "r olf for the benefit of 
creditors of the defendant corp01·ation was jn eon-
travention of chapte1· 234 of the Laws of 1928 of 
rew Jersey, entitled "an Act to amend an Act con-

cerning General a 'Rigumenti-; ( Revision of 1899) ". 

2. The Court erred jn makhig ,villi::nn C. ,volf\ 
fl party defendant to Raid cause for the reason that 
the said "Tilliarn C. ,volf, was not a party in in-
terest as contemplated by La-w, entitling him to be 
heard in the cause. 

3. That the Court erred in giving full force and 
effect to the alleged assignment exhibit "A" and 
·which assignment wa8 by expreRs statutory pro-
vision, null and void. 

4. That the Court er1·ed in failing to adjudge the 
Hudson Upholstering " rorks, Inc., insolYent as pro-
vided for by General Co1·poration Act of rew Jer-
sey (Revision of 1896), and in failing to appoint a 
Statutory Receive!" of its property, in view of the 
defendant's admitted insolvency, and its actual sus-
pension of business for want of funds to carry on 
the same. 

5. The Court erred in discharging the Custodial 
ReceiYer, a resident of this State and directing him 
to surrender all of the property of the defendant in 
his possession to the said ,villiarn C. Wolf, a non-
resident, to administer the same under the terms of 
an illegal and void instrument. 
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POINT ONE. 

The alleged assigninent for the benefit 
of cred'itors inade by the def end ant cor-
poration to Williain C. Wolf as alleged 
assignee, was void in its inception, and 
contrary to law, in all respects. 

The General corporation Act of New Jersey ( Re-
vision of 1896), and in particular Section 64, pro-
vides: 

"'Yhenever any corporation should be-
come insolvent or shall suspend its ordinary 
business for want of funds to carry o,n same, 
neither the directors, officers or any agent of 
the corporation shall sell, convey, assign, or 
transfer any of its estates, choses in action, 
goods, chattels, rights or credits lands or tene-
ments; nor shall they or either of them make 
any such sale, conveyance, assignment, or 
transfer in contemplation of insolvency, and 
every such sale, conveyance, assignment or 
transfe1· shall be utterly null and void as 
against creditors, provided that a bonafide pur-
chaser for a valuable consideration before the 
corporation should have actually suspended its 
ordinary · business by any person without 
notice of i-;uch insolYency, or of the sale being 
made in contemplation of insolvency should 
not be invalid or impeached (La,vs 1896, chap-
ter 185, p. 29R, Sec: 64 0. 8. p. 1638, Sec. 
64) ·" 

This ·section of the Law has been considered by the 
Courts and it has been interpreted to mean that a 
general assignment for the benefit of creditors is 
permitted b)' ( P. L. 1899, Sec. 24, p. 146), the as-
signee in such case being removable by the Court 
of Chancery, upon the appointment of a Receiver. 
( Barnett vs. Perth Amboy, 73 N. J. Eq. 62.) The 
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law relating to assignments for the benefit of 
creditors, entitled "an Act concerning General As-
signments ( Revision of 1899) ( Sec. 3 thereof, C. S. 
115), sets out in detail the duties of an assignee, to 
be as follows: 

"The said assignee, upon receiving such gen-
eral assignment mentioned in the preceding 
section of this act, shall forthwith record the 
same) if the same has been acknowledged or 
proved according to law, in the county where 
such assignor resides, and in any other coun-
ties or states where he may deem it necessary 
to record the same, and shall also forthwith 
give public notice by advertising at least once 
a week for four weeks successively in one of 
the nevi'Spapers printed in this State, circulat-
ing in the neighborhood where such creditors 
reside, making known thereby that such gen-
eral assignment has been made, and when 
made, and setting forth a general description 
of any business carried on by the assignor and 
the place ·where the same was so carried on, 
and that all claims of creditors against said 
estate must be presented under oath or affir-
mation to the said assignee within three 
months from the date of said general assign-
ment, or the same will be barred from coming 
in for a dividend of said estate; and the said 
assignee shall also, within thhty days after 
the date of said general assignment, mail a 
copy of said notice, with postage prepaid, to 
every creditor or said assignor, addressed to 
such creditor at his usual post office address, 
so far as said assignee can ascertain the same; 
and the said assignee shall forthwith exhibit 
to the Surrogate of the County wherein such 
assignor resides, under oath 01· affirmation, a 
true inventory and valuation of said estate so 
far as has come to his knowledge, and shall, 
after exhibiting such inventory and valuation, 
forthwith enter into bond to the ordinary of 
this state, in uch amount and with uch suf-
ficient security as the Orphan's Court of the 
said County, or any Judge the1eof, may ap-
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prove, for the faithful performance of his 
trust, which bond shall be filed in the office of 
the 8urrogate of the said County; until such 
inventory) va,lua,tion and bond shaU be filed 
the said assignee shaU not proceed to the dis-
charge of his trust und ,ar the said general as-
signment) further than may be nec~ssary for 
the preservation of the assigned estate; pro-
vided, however, ihat the said Orphan's Court, 
or any Judge thereof, before such inventory, 
yaluation and bond shall be filed, may, by 
order, authorize the said assignee to perform 
such other acts in the administration of said 
trust as said Court or Judge may deem neces-
sary for ihe protection of said creditors upon 
such terms as said Court or Judge may im-
pose; in case of failure to give such notice, or 
mail the same as above provided, the same 
Orphan's Court may extend and fix the time 
for the presentation of claims, and the giving 
and mailing notice thereof as aforesaid ( P. L. 
1899, p. 1:17.) '' ( Italics ours). 

In 1928 the Legislature apparently recognized 
that the Act relating to assignments for the benefit 
of creditors required strengihening. Such recogni-
tion must be deemed to have come as a result of 
abuses which may have arisen in administering in-
solvent estates. The law was amended by "an Act 
to amend an Act concerning General assignments 
( Revision of 1899), Laws of 1928, chapter 234, 
which provides, inter alia) Sec. 22, Par. 6: 

"Any and all assignments for the benefit of 
creditors not made in -accordance with the pro-
visions of the act to which this act is amenda-
tory shall be null and void." 

The instrument under which the alleged assignee 
in the case at bar took possession of the property 
of the defendant corporation was never intended 
to be an assignment for the benefit of creditors as 
contemplated by the Laws of New Jersey, and a 
mere reading of this instrument, exhibit "A" ( S. C. 
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pp. 21-25), discloses an amazing lack of intent to 
deal with the property of this corporation in the 
manner provided for by law. Indeed the language 
of this instrument ( S. C. p. 21, lines 32-38) dis-
closes that it is intended that the property of the 
defendant corporation be liquidated and distrib-
uted "under the terms and conditions hereinafter 
set forth''. An examination of these terms as com-
pared with the obligations imposed upon an as-
signee for the benefit of creditors as provided for 
by law, demonstrates mo t forcibly the illegality 
and invalidity of the suppo ed trust attempted to 
be created. 

The relationship between the defendant corpora-
tion and aid YVilliam C. 1Yolf in its inception, was 
illicit in the eyes of the law, and the mere naming 
of the said 1Yilliam C. ,v olf in the instrument re-
ferred to as "trustee", did not sanctify the rela-
tionship. 

Assuming for the sake of discussion alone, that 
the in ·trument was an as ignment for the benefit 
of creditors in substance, if not in form, the law 
relatino- to a signments for the benefit of creditors 
was gro ly violated by the assignee, for he failed 
to perform the duties imposed upon him by law. 
The instrurnen t was not recoi·ded prior to the filing 
of the Bill of Complaint again t the defendant cor• 
pora tion, and indeed, there is no claim on the part 
of the alleged assignee, that the instrument was 
recorded at any time prior to the appointment of 
the Custodial Receiver, nor was there an inventory, 
valuation and bond filed by the as ignee as pro-
vided for by law, prior to the appointment of the 
Custodial Receiver. The conduct of the as ignee 
di clo e either willful violation of the law in this 
respect, or gros negligence. 

On the other hand, the complainant-appellant 
acted with due diligence and on the 20th day of 
January 1930, caused its Bill of Complaint to be 

• 
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filed in the Court of Chancery, and, upon the ap-
pointment of the Custodial Receiver, and the filing 
of the Bill of Complaint, the property of the de-
fendant corporation passed into custodia legis. 
From that moment on, no conveyance, or attempted 
conveyance of the property, of the defendant cor-
poration could have been legal in any respect, and 
any subRequent attempt to comply with the law re-
lating to the assignment for the benefit of creditors, 
is as much a nullity, as the instrument itself. 

This instrument, having by express statutory 
declaration fallen within the category of void and 
Hlegal acts, cannot the1·eafter by any move be 
validated. 

In Re Knight vs. Packer~ 12 Eq. 214, Chancellor 
,villiamson passed upon the validity of the assign-
ment for the benefit of c1·editors ·which had been 
attacked by judgment and execution credito1·s of 
the assignor. The assignment was made on the 
eve of the recovery of a judgment by the complain-
ant against the assignor. 

The instrument of assignment contained direc-
tions with respect to the liquidation of the property 
of the assignor, in contravention of the language of 
the statute, relating to assignments for the benefit 
of creditors. The Chancellor found the assignment 
to be in equity a legal fraud, and declared it 1 void 
in the following language at page 217 : 

"This Act is for the benefit of creditors and 
not of the debtor. It is not to prevent the 
debtor's propetty from being approp1·iated by 
the creditors by due course of law , but it p1·0-
vides a due course of law bv which it may be 
so approp1·iaterl. But the debtor jn this eause 
has not availed himself of the benefit of the 
statute. Ile has chosen lds own mode of assign-
ment. He lrnR dil-ected his tnrntees to sell his 
prope1·ty at public auction or private ~ale, and 
to pay such creditors as shall within a year 
exhibit their claims under oath or to hold the 
surplus for his benefit." 
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At page 219, the Chancellor said: 
"The assignment on the face of it is made for 

the benefit of credito1·s, but it is unreasonable 
and prejudicial to their interest. It puts the 
property beyond their reach. It is an assign-
ment for the benefit of creditors, and yet de-
pl"ives them of the benefit of the statute regu-
lating such an assignment. It dictates terms to 
the credito1·s at vai-iance with the p1·otection af-
forded them by the statute. 'fhere is no list of 
creditors or any intimation as to their number 
or as to the amount of theil- del>ts and it does 
not. give to them what they are entitled to by 
la\v-security from the trustees for· the faith-
ful execution of the trust. 

I think such a deed is void against the cred-
itors. \Vhether the debtor executed it ,vith a 
fraudulent intent or not, it is in violation of 
the rights of credito1 ·s. It delays them in the 
collection of their debts, and must be rega1·ded, 
in equity, as a legal fraud, and as such, <le-
cla1·ed void as against them." 

In the case at bar, the assignment, if one may 
call it such, was made during insolvency, which con-
dition is admitted on the face of the instrument. 

Although the law provides the means by statute 
under which the property of the defendant could 
be administered, the defendant and the assignee 
chose their own method of assignment. 

The instrument deprived the creditors of the 
benefit of the statute regulating assignments. It 
dictates terms to the creditor·s at variance, with the 
protection afforded them by statute. The facts in 
the case at bar are analagous substantially to the 
facts in Knight vs. Packer, sir/fYra) and in the lan-
guage of the Chancellor in that case, this assign-
ment having been attacked in equity, must be re-
garded as a legal fraud, and as such declared void 
as against the complainant-appellant as a credHor. 
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POINT TWO. 

The alleged assignee, in law, was a 
stranger to the proceedings, and was not 
entitled to be inade a party defendant 
or to be heard in the cause. 

( Sec. 24) of the Act concerning assignment for 
the benefit of creditors ( Revision of 1899) pro-
vides: 

"Any corporation organized under the Laws 
of this State, may make a General Assign-
ment under the provision8 of this act, etc. * * *'' 

and it is further provided that if an adjudication 
of insolvency shall be made of such corporation, 
that the assignee shall present his accounts to the 
Court of Chancery. 

"The Assignee may be made a party defend-
ant in any appeal or petition :filed in said 
Court of Chancery, to have such corporation 

• adjudicated insolvent, and a Receiver thereof 
appointed, and may be restrained, enjoined 
and removed in such proceeding, and sub-
jected to all Orders and decrees therein." 

Applying these provisions of the law to the case 
at bar, it is perfectly obvtous, that the assignee, 
so called, is not entitled to be heard in respect to 
these proceedings. He was not entitled to be made 
a party defendant in the cause, for the act specifi-
cally says, that any corporation organized under 
the Laws of this State, may make a general assign-
ment iuider the provisions of this Act. 

The assignment for the benefit of creditors in the 
present instant, was not only made not under the 
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provisions of the Act ref erred to, but in distinct 
violation thereof. Section 24 further clearly pro-
vides: 

"but in case the said corporation shall at any 
time after the making of such General assign-
ment be adjudged insolvent and a Receiver 
thereof be appointed by the Court of Chancery 
of this State * * ¥, the said assignee may 
be made a party defendant 3/, -x- -x-" 

In this case, this further legal requirement, 
necessary to entitle ,villiam C. Wolf to be made 
a party defendant is lacking. The Court below 
failed to adjudge the defendant corporation insol-
vent, so that the two essential pre-requisites to the 
naming of the assignee as party defendant, are 
notoriously absent: 

A. No assignment was made under the provisions 
of the assignment Act. 

B. There is no adjudication of insolvency in the 
cause. 

POINT THREE. 

The Court erred in discharging the 
Custodial Receiver, reinstating the as-
signee under the void assigninen t, and 
subjecting the property of the defendant 
to dual adininistration and expense. 

In point of time in equity and law, the Com-
plainant-Appellant was diligent and the equitable 
maxim that "as between equal equities the first in 
time will prevail, ' ' may be suitably applied in this 
instance, charitably assuming that the Complain-
ant-Appellant and the defendant-assignee stood on 
the same basis. 
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Complainant-Appellant was the first to assert its 
legal rights by applying to the Court of Chancery 
as a Court of Equity, to have the property of the 
defendant corporation administered as provided 
for by law. 

The Complainant-Appellant seeks not an advan-
tage for itself, but the benefit of the application 
of the provisions of the Cm·pora tion Act of New 
Jersey for all credito1·s, including itself. 

T\7hen its Bill of Complaint in the Court of 
Chancery ·was filed, and the Court assumed juris-
diction, by appointing a Clrntodial Receiver, and 
issued an injunction, vendente lite) the property 
of the defendant passed into custodia. legis. 

Re Scranton Button Co. vs. Neonlite 
Corp.,/ tl 1.r r J. Equity 7 tJ tY, 149 
Atl., p. 369. 

In the Scranton Button case, the Chancellor had 
befo1·e him for consideration, an application to dis-
miss a. bill against the def end ant alleged to be an 
insolvent corporation, and to discharge the Re-
ceiver appointed. It appears that a Bill of Com-
plaint for the same relief had been filed by a 
creditor on November 23, 1929, and upon consent 
of the defendant corporation, Receivers were ap-
pointed. 

On ovember 25, 1929, a~Bill of Complaint was 
filed by the Scranton Button Co. against the same 
defendant, and upon the advice of another Vice 
Chancellor, a Receiver was subsequently on De-
cember 2, 1929, appointed in the second cause. 

The question before the Chancellor was, which of 
the two different Bills having for their object the 
appointment of a Receiver, for a corporation al-
leged to be insolvent, should prevail, and rnles of 



14 

practice were interpreted by the dhancellor at 
page 370. The Chancellor said : 

"Receivers are arms of the Cou1·t of Chancery 
-( ee Seidl er 1.:s. Branfonl Restaurant, 97 N. 
J. Eq., pp. 531-535, 128 Atl., p. 166) amd. the 
appointm ent of Receive1·s in the first su,it pu.t 
the property of the clefenda.nt corvoration into 
custodia leyis ( 31 C. J. 356)" 
alVhere a. Conrt has acqnfred jurisdiction over 
the fund's of an insolvent corporation) ancl has 
appointed Receivers to administer them) a co-
ordinate bran ch of the same Court cannot take 
the funds out of the hands of such Receivers) 
and place them, in possession of others ap-
pointed by it in another proceeding/) 
<•People vs.Jllurry Ifill Bank (10 1-lpp. Div. 328) 
-P ·J.r Y. S. 804) .'' ( Italics ours.) 

In the instant case, the propei-ty of the defend-
ant had properly passed into the custody of the 
Court of Chancery, and in dhecting that the Cus-
todial Receiver, appointed to take charge of said 
property, turn over the same to the assignee under 
an illegal assignment, the law as interpreted by the 
Courts was clearly violated. 

Furthermore, the diRcharge of the Custodial Re-
ceiver was a gross abuse of discretion, for it has 
been held that a Receiver ·hould not be discharged 
except for cause, and that such discharge should 
not be arbitrary and capricious (see l\1cCullough 
vs. Merchants Loan & Trust Co., 2f N. J. Eq. 217). 

Grounds for removal of a Receiver are discussed 
at considerable length in Street vs. )Iaryland ( 58 
Fed. 4 7) , in which case it was held that a Re-
ceiver, who is competent, efficient and impartial, 
will not be 1·emoved, merely because he is objection-
able to one of the parties, e-ven though he is a con-
trolling stockholder. 

In the case at bar, the Custodial Receiver, who 
was discharged, is a member of the bar, in whom 
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the Court obviously had full and complete confi-
dence in the first instance, and whose integrity 
and fitness has at no time been challenged. 

The Order of the Court below, sought to be re-
versed, has had a paralyzing effect upon the Bill 
of Complaint of the Complainant, and has left it 
inanimate and suspended. The Court failed to 
adjudge the defendant corporation insolvent, al-
though it is admittedly so, and thereby deprived 
the Complainant-Appellant of the right to seek its 
remedies under the Corporation Act of New Jersey. 

The same Order authorized the assignee to file 
a bond to the Chancellor in the sum of $10,000, for 
which there is no provision whatever under any 
law of this State. The bond is conditioned for the 
faithflll performance of the assignee~s duties wnder 
the agreement Exhibit a A'> ( C. S. p. 30, lines 24-
33). 

If the assignee ·were to attempt to perform the 
du ti es required of him by the terms of this agree-
ment, he would be openly violating the laws of this 
State on this subject. 

It is significant to note from the Order com-
plained of, that the assignment proceedings have 
not been terminated, although Section 24 of the 
Act concerning general assignments of 1899 pro-
vides: 

"the jurisdiction of the said Orphan's Court 
in the premises, shall terminate, and the said 
eHtate shall be administered as assets of an 
insolvent corporation, in the same manner as 
if no such General assignment had been made 
( P. L. 1899, p. 156) ." 

vVe therefore have a most unusual situation. The 
proceedings in the Court of Chancery are sus-
pended, and rendered powerless, and the assignee is 
attempting to administer and liquidate the assets 
of the defendant corporation under the assignment 
proceedings. 
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There is a duplicity of proceedings, dual expense 
and an unlawful deprivation of the rights of Com-
plainant-Appellant ( see Steinberg vs. ,v olff, 57 
N. J. Eq. 389, p. 399). 

Conclusion. 

For the reasons advanced in the foregoing argu-
ment, it is respectfully urged that the Order of 
January 28, 1930, made by the Court of Chancery, 
in this cause, should be reversed, with costs to the 
Complainant. 

2529-B 

Respectfully submitted, 

i1AX L. ROSENSTEIN, 
Of counsel with 

Complainant-Appellant. 
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Statement. 

On January 17, 1930, the defendant, Hudson Up-
holstering W orlcs, Inc., a New Jersey corporation, 
made and executed an assignment of all its assets 
and property to William C. Wolf, as assignee for 
the equal benefit of its creditors, which assignment 
was made in Jew York City, on that day. On 
January 20, 1930, complainant :filed a bill in the 
Cour of Chancery of New Jersey, seeking to de-
clare the corporation insolvent, and praying for the 
appointment of a receiver fo1· said corporation. 
Upon the filing of the bill, the Court of Chancery 
on .January 20, 1930, made an order restraining the 
corporation from exercising any of its powers and 
appointed Joel Gross, custodial receiver of the cor-
poration, and further ordering creditors and stock-
holders to show cause on January 27, 1930, why an 
injunction should not iss1w and a receiver be ap-
pointed according to the pr::iyer of the hill of com-
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plaint. Upon the return of that order to show cause 
on January 27, 1930, a petition was :filed on behalf 
of vVilliam C. Wolf, as assignee for the benefit of 
creditors of said corporation and on behalf of a 
number of the creditors, which petition prayed that 
William C. Wolf, as assignee aforesaid, be admitted 
as a party defendant, and further prayed that the 
custodial receiver turn oYer the assets of the corpo-
ration to the assignee, and that the assignee be per-
mitted to administer the estate according to the 
statute concerning assignments for the benefit or 
creditors. The Court at that time made an order 
directing William C. Wolf, as assignee for the bene-
fit of creditors, to be made a party defendant in 
the suit and ordering that said assignee file a bond 
with the Clerk in Chancery in the sum of $10,000. 
conditioned for the faithful performance of his du-
ties as such assignee, and further ordered that the 
custodial receiver be discharged and be directed to 
turn over the assets to the assignee and directing 
the assignee to proceed to administer and liquidate 
the assets pursuant to law, and further continued 
the order to show cause originally made. It is this 
order ( S. C., p. 29) which the complainant-appel-
lant seeks to have reversed. 

For a more complete understanding of the situ-
ation it is necessary to state what took place pur-
suant to that order. The assignee immediately 
upon the making of the order complained of, re-
corded the assignment in the Register's Office of 
Hudson County and filed with the Surrogate of that 
County a true inventory and valuation of the estate 
and a list of creditors, and filed a bond to the 
Ordinary of that State, pursuant to the statute in 
such case made and provided. It may further be 
stated that the evident purpose of the Court below 
in requiring the assignee to file a bond with the 
Chancellor, was to insure all parties interested that 
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the assignee would perfect his assignment and pro-
ceed to administer the estate under the assignment 
for the benefit of creditors, and pursuant to law. 

POINT ONE. 

The assignment for the benefit of 
creditors is perfectly valid and effectual 
and cannot be attacked in these pro-
ceedings. 

An assignment for the benefit of creditors need 
not be in any special form ( 5 0. J., p. 1036, sec. 2) . 
All that is necessary for a valid assignment for the 
benefit of creditors is that the assignment should 
transfer all of the assets and property of the as-
signor for the equal benefit of the creditors. The 
fact that an assignment is inartfully drawn does 
not make it invalid as long as it does not, in any 
manner, violate the requirements of the law relating 
to such assignments by giving preference to certain 
creditors or reserving any property or any rights to 
the assignor. 

Section 1 of the Act concerning general assign-
ments ( Revision of 1899) C. S. Page 114, section 1 
provides: 

"Every conveyance or assignment made by a 
debtor of his entire estate in trust to an as-
signee or assignees, for the creditors of such 
debtor, shall be n1ade for their equal benefit in 
proportion to their several demands, to the net 
amount that shall come to the hands of such 
assignee for distribution, and all preferences 
attempted to be made in such assignment of 
one creditor over the other, or whereby any 
one creditor shall be first paid or have a greater 
proportion in respect of his claim tlian another, 
shall be deemed fraudulent and void, and shall 
render such assignment void." 
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Section 2 of the same Act, C. S. page 115, section 
2 sets forth the requirements of the contents of the 
assignment and provides as follows: 

"Every debtor residing in this state making 
a conveyance or assi ·gnment of his entire estate, 
in trust, to an assignee or assignees, for the 
creditors of such debtor ( the said debtor being 
hereinafter referred to as the assignor, and the 
said conveyance or assignment as a general as-
signment) shall acknowledge the same, or cause 
the same to be proved according to law, so that 
the same may be recorded as a deed of land, 
and shall annex to such general assignment an 
inventory, under oath or affirmation, of his es-
tate, real and personal, together with a list of 
his creditors and the amount of their respective 
claims according to the best of his knowledge, 
but such inventory shall in no wise be conclu-
sive as to the quantum of the assignor's estate, 
real and personal, but the assignee shall be en-
titled to any other property which may belong 
to the assignor at the time of making such 
general assignment; in case such assignor shall 
willfully violate any of the provisions of this 
section, the said general assignment shall not 
thereby be rendered invalid or be excluded 
from the operation of this act, but in such case 
such assignor shall remain liable to his cred-
itors for any remaining indebtedness after dis-
tribution by the assignee, and shall not receive 
any of the benefits hereinafter provided for as-
signors in the twenty-second section of this 
act." 

Outside of the above sections thei·e a1·e no other 
statutory provisions in this state regarding the form 
of an as ignment for the benefit of creditors. It is 
quite evident that the assignment made in this case 
does not violate the provisionH of the sections of 
the statute above cited as the assignment made in 
this case transfers to the assignee all of the assets 
and property of the defendant corporation to be ad-
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ministered and distributed equally for the benefit 
of all creditors. 

The argument that the assignment here is invalid 
because it was not recorded forthwith may be an-
swered in two ways; section 3 of the Act concern-
ing assignments, C. S. page 115, section 3 sets forth 
the duties of the assignee and among other things 
provides that the assignee upon receiving the as-
signment shall forthwith record the same. This 
section does not provide, nor does it intend to pro-
vide that an assignment not recorded forthwith i8 
void, as it is 1nerely a regulation of the duties of 
the assignee. It is quite evident that the Coul't 
below realizing that the same question as to the 
validity of the assignment might be raised, required 
the assignee to file a bond to the Chancellor before 
he would be permitted to obtain possession of the 
assets from the custodial receiver, so that t)le as-
signee may complete his duties as required by this 
section, which duties the assignee had been p1 e-
vented from completing by reason of the restraint 
contained in the order appointing the custodial re-
ceiver ( S. C., p. 9). 

The assignment in this case was made and ex-
ecuted on a Friday afternoon in ew York City on 
January 17, 19~0, but hef01·e the assignee could 
fulfill the dutie.s imposed upon hiln by section 3 of 
the Act concerning assignments, before entering 
into the administratfon of the estate, the complain-
ant obtained the order appointjng the custodial 
1·eceiYer, which eonb :dned a general restraint, and 
the aRsignee therefor could not complete his duties _ 
until such a restraint ·was lifterl. It may he well 
to add here that as soon a,s the restraint was lifted, 
the assignee immediately performed the duties re-
quired of hin1 before he could enter into the admin-
istration of the estate. Tt was the ~ompJainant's 
own net which preventerl the assignee from perfect-
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ing his assignment, if there was any queS'tion of its 
validity before that time. It is further contendoo. 
by this defendant that the complainant cannot 
complain of any alleged invalidity of the assign-
ment made for the benefit of creditors in these 
proceeding ,s. The bill of complaint in this cause 
was filed for the purpose of declaring the defend-
ant corporation to be insolvent and for the appoint-
ment of a receiver according to the statute authoriz-
ing the appointment of a receiver for an insolvent 
corporation. The only question therefor that could 
properly come before the Court of Chancery in such 
proceeding.s is whether or not the corporation is 
insolvent and whether or not it is for the best in-
terests of the creditors, stockholders or the public 
in genera.I to appoint a receiver. No collateral ques--
tion can be decided in such a proceeding. 

Pierce vs. Old Dominion Copper JJ,Jinvng & 
Smelting Co.) 67 N. J .. Eq. 399. In that case a bill 
for the appointment of a receiver was also coupled 
with an ordinary equity bill and the Court held it 
to be multifarious. 

V. C. Stevenson says at page 403: 

"The two proceedings are entirely different 
in their nature * * *. One proceeding has in 
view the preservation of the corporate exist-
ence and corporate property of the Old 
Dominion Copper 1\fining & Smelting Co., and 
the prevention of injuries inflicted or threat-
ened to be inflicted upon this corporation and 
its property by the other defendants ; the other 
proceeding is aimed directly at what is prac-
tically the cor·porate life of the Old Dominion 
Copper ]\fining & Smelting Co., and seeks to 
suspend, and then possibly to destroy, the life 
of t.hat corporation-terminate its corporate 
existence--and rlisti·ibute it, aRHets among its 
creditors and stockholders-in 111y judgment, 
the joinder of two such different and in 
many respects inconsistent remedial proceed-
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ings is not convenient, but tends to great em-
barrassment and confusion to our practice, 
and ought not to be tolerated." 

For the Court of Errors to pass upon the ques-
tion of the validity of the assignment for the benefit 
of creditors would be to determine two entirely dif-
ferent causes of action in one proceeding, to wit: 
(1) a proceeding for the appointment of a receiver 
for an insolvent corporation under the corporation 
act ; ( 2) the construction and determination of the 
validity of the assignment for the benefit of credi-
tors. This assignment is a collateral matter which 
ought not to be adjudicated upon in a bill for the 
appointment of a receiver. 

In Rawnsley vs. Trenton .,_"tf utual Life Inswrance 
Go., 9 N. J. Eq. 95, at page 96, the Court says that 
where in a bill for the appointn1ent of a receiver 
there is not sufficient proof in the bill itself for 
the appointment of such a receiver, no affidavits or 
proofs respecting collateral matters, though they 
tend to prove the company insolvent, will justify 
the Court in granting the prayer of the bill. 

POINT TWO. 

It was entirely discretionary with the 
Court whether to appoint a receiver or 
continue the order to sho1;v ca use. 

It is clearly show11 that the only question to be 
decided bv the Court was the advisability of the . 
appointment of a receiYe1· for the defendant cor-
poration. o ~itation of authorities is necessary 
to show that the appointn1ent of a receiver for an 
insolvent corporation is based upon the exercise of 
sound discretion of the Court of Chancery, and an 
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order made by the Court of Chancery in any such 
case is not reversible except for a gross abuse of 
discretion. 

Even though a corporation is insolvent it is en-
tirely discretionary with the Court whether or not 
it will appoint a receiver. 

Ra1rnsley vs. Trenton ~lf utiwl Life Insurance Oo.) 
9 N. J. Eq. 95, at page 96; 

"The Court is authorized by the Act, when-
ever an incorporated company has been de-
clared insolvent by petition or bill exhibited 
by a creditor or stockholder setting forth the 
facts and circumstances of the case, to hear the 
rnatter in a sumn1ary way upon the affidavits, 
proofs and allegations by or on behalf of the 
parties. If upon such inquiry it shall be made 
to appear that said company has become in-
solvent, it shall be lawful for the Chancellor 
to restrain the company and its officers by in-
junction from exercising the privileges and 
franchises granted, and if the circumstances of 
the case and the ends of justice require it, to 
appoint a receiver etc." 

"The powers conferred upon the Court are 
extraordinary powers, and are to be exercised 
with caution, and only when the circumstances 
of the r,a.se and the ends of justice require it." 

"Where a creditor or stockholder comes into 
Court under th1s act, it is not his particular 
grievance the Court is to redress or his in-
dividual interest to be protected; but the very 
object of the act is to protect the public at 
large from hnposition and to promote and 
secure the general interest of the stockholders 
and creditors." 

"Nor is the Court bound, as a matter of 
course, to issue an injunction, though it is 
made satisfactorily to appear that the company 
is insolvent. The Chancellor must exel'cise his 
best discretion, and a--rert the powers conferred 
for the safety of the public and the advantage 
of the stockholders and creditors." 
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This case is cited with approval in Hudson Mat-
tress Mfg. Co. vs. Ilin_qher Mfg. Co., 105 N. J. Eq. 
607, at 608: 

"Neither is it mandatory on this Court under 
the corporation act to issue an injunction or 
appoint a receiver although the corporation is 
shown to be insolvent. Rawnsley vs. Trenton 
Mutual Life Insurance Co., 9 N. J. Eq. 95,." 

"Since it does not appear necessary or ad-
visable for the safety of the public or to the 
advantage of creditors or stockholders, the ap-
plication for an injunction will be denied." 

In the present case the only question which can 
properly come before the Court is whether or not a 
receiver should be appointed. No collateral ques-
tion can be decided in this case. The question 
raised by the complainant that the assignment for 
the benefit of creditors is void, is a collateral ques-
~ion which should be determined in an independent 
proceeding, and it would be multifarious to have 
the determination of that question included in a 
bill for the appointn1ent of a receiver. 

It has been held b) T the Court of Errors and 
Appeals in the case of City Pottery Co. vs. Yates, 
37 . J. Eq. 543, and by the Court of Chancery 
in the case of Sternberg vs. Wolf, 56 _.._ . J .. Eq. 555, 
that a receiver would not be appointed if such nn 
appointment would serve no useful purpose. In 
this case, the Court below in exercise of its sound 
discretion found it unneces~sary and inadvisable for 
the protection of creditors or any persons interested 
to appoint a 1·eceiver on the return of the order to 
show cause, but continued the order to show caui-:;e 
and in the meantime discharged the custodial re-
ceiver and direrted the assignee upon filing a suret~· 
company bond for $10,000. to proceed with the per-
formance of his duties and to administer the estat~ 
of the defendant corporation according to the 
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agreement and according to the law. The object of 
continuing the order to show cause was to leave 
open t~e question whether or not a receiver should 
be appointed, and giving the Court an opportunity 
to determine whether or not the assignee is admin-
.istering according to law. The appeal in thi~ case 
is really from an order of continuance. Surely 
the Court of Chancery is permitted to exercise its 
sound disc1·etion in continuing an orde1· to show 
cause in order to determine at a lat ,er date whether 
or not it will appoint a receiver. 

Section 24 of the Act concerning assignments, 
C. S. page 123, section 24 permits an assignment 
for the benefit of creditors to be made by a corpo-
ration of this state, and provides 

"but in any case the said corporation shall at 
any time after making the said general assign-
ment, be adjudged insolvent and a receiver 
thereof be appointed by the Court of Chancery 
of this state, the said Court of Chancery shall 
have the power at any time when it may deem 
it for the interest of the stockholders or cred-
itors of said corporation, to remove the as-
signee * * *." 

The statute is clear that by reason of this power 
given to it, the Court of Chancery is under no obli-
gation or duty to remove the assignee and appoint 
a receiver unless it :finds that it is for the best in-
terests of the stockholders or creditors of the cor-
poration to do i-;o. 

It was said by V. C. Buchanan in the recent case 
of Hudson Mattress Mfg. Go. vs. Hinyher Mfg. Go., 
105 . J. Eq. page 607, as follows: 

"Section 24 of the Assignment Act expressly 
provides that a corporation may make an as-
signment for the benefit of creditors under that 
act. It further provides that notwithstanding 
the making of such an assignment, this Court 
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m<1IJJ issue injunctions and appoint receivers 
superseding assignees-but such action is not 
mandatory. Neither is it mandatory on thi8 
Court under the corporation act to issue an 
injunction or appoint a receiver although the 
corporation is shown to be insolvent. Rawnsley 
vs. Trenton Mutual Life Insurance Co., 9 N. J. 
Eq. 95. 

"Since it does not appear necessary or advisa-
ble for the safety of the public or to the ad-
vantage of creditors or stock.holders, the ap-
plication for injunction wi11 be denied." 

It is therefore clearly shown that when an order 
made by the Court below is purely discretionary , 
and as there is no proof of a gross abuse of discre-
tion, the order should not be reversed. 

POINT THREE. 

There was no error in admitt _ing the 
defendant Willia1n C. Wolf as a party 
defendant to the suit. 

Ther·e can be no doubt that an assignee for the 
benefit of creditors of a corporation that has rnade 
an assignment for the benefit of its creditoi ·s is a 
proper party to a bill filed in the Court of Chancery 
for the appointment of a receiver of the corporation. 

Section 24 of the Act concerning assignments~ 
C. S. page 123, expressly provides that an assignee 
may be made a party defendant. In fact such an 
assignee would be a necessary party to a bill for 
the appointment of a receiver for a corporation that 
has previously made an assignment for the benefit 
of creditors, jf the Court is to have the power to 
dir ect or control his actions or to remove him if 
found necessary. The Cou1-t could not order snd1 
nn assignee to turn over the assets in his hands to 
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a receiver that may have been appointed, unless the 
assignee was a party to the action and subject to 
the jurisdiction of the Court. There is no merit 
to the contention that the assignment in this case 
was not made under the Act referred to, and there 
was no obligation upon the Court to adjudge the 
corporation insolvent at the time the order com-
plained of was made. It will be recalled that this 
order was not a final order and contained a con-
tinuance so that an adjudication of insolvency may 
be made at a later date. 

It was therefore perfectly proper for the Court to 
admit the assignee to be made a party defendant. 

POINT FOUR. 

The Court did not err in discharging 
the custodial receiver and refusing to 
appoint a receiver and in permitting the 
assignee for the benefit of creditors to 
administer the estate. 

The argument that a receiver should have been 
appointed rather than to permit the assignee to 
continue to administer the estate because of the 
diligence of the cmnplainant in prosecuting his 
remedy, is absmlutely fallacious. The contention is 
1nade that the asisignee was not diligent because he 
did not immediately record his assignment, but it 
may b1! well to note that the complainant who now 
seeks to take advantage of its diligence caused an 
injunction to isF1ue, which prevented the assjgnee 
from proceedin~ with his a8signment. 

The comrlninant after having prevented the as-
signee fron1 perfecting his duties under the assign-
ment, cannot now cJaim that its }lpplication should 
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prevail because the aRsignee was less diligent 
than it. 

The action of the court in refusing to appoint 
a receiver and permitting the assignee for the bene-
fit of creditors to administer the estate of the de-
fenrlant corporation, was an exercise of its sound 
discretion, and made with a view to protect the 
best inte1·est of creditors and other persons inter-
ested. It may be noted in this connection from 
the petition filed ( S. C., p. 115) that the action 
of the assignee was with the consent and approval 
of the majority of the creditor·s in thi,s corporation. 
In fact the moving parties in this petition are a 
1najority of the creditors of the corporation. 

There is no doubt that a corporation may make 
a valid assignment for the benefit of its creditors 
( Section 24, Act concerning assignment, C. S., p. 
123) 13ection 24 provides that in the event a bill is 
filed in the Court of Chancery to adjudge such a 
corporation insolvent and for tbe appointment of a 
receiver, the Court of Chancery has a discretionary 
power· to remove the assignee and appoint a re-
ceiver only if such action is deemed to be for the 
best interest of the creditors and stockholders. 
Such action by the Court of Chancery is purely 
discretionary and where, as in this case, such ac-
tion is prayed for b~· a majority of the persons 
interested, the act.ion of the Court in rnaking the 
order complained of was a very proper exercise of 
sound discretion. 

It is contended by the appellant that as the 
property of the corporation passed into custodia 
legis by renson of the appojntment of a custodial 
receiver·, that jt was erroneous to permjt such pm,-
session to be given to the assignee, and that it was 
erroneous to discharge the custodial receiver except . 
for a good caw;;e. The order appointing a custodial 
receiver was made ex-parte, and because of the evi-
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dent necessity of such case, he must be immediately 
vested with possession of the property, but this does 
not mean that because a custodial receiver is vested 
with possession of property on an ex-parte order 
that he could not be removed thereafter if the Court 
finds the appointment of the custodial receiver to 
be unnecessary upon the assignee filing a surety 
bond for $10,000. At the time this order was made 
there was no opportunity given to determine the 
propriety of the appointment of a receiver, and it 
therefore cannot be said that because tbe possession 
of the property passed into the custody of the Court 
of Chancery that the Court of Chancery cannot sub-
sequently divest itself of such possession. 

It is also contended that the Court abused the 
discretion reposed in it by removing the custodial 
receiver in spite of the fact that there was no ob-
jection to the action appointing him. Such a con-
tention is unsound as a custodial receiver is ap-
pointed ex-parte for the sole purpose of preserving 
the assets until all the parties interested can have 
an opportunity to be heard on the propriety of the 
appointment of a receiver for the corporation. 

It is sufficient cause to remove a custodial re-
ceiver if the Court thinks it is for the best interest 
of the creditors and stockholders that no receiver 
should be appointed and that the assets should be 
administered by an assignee. Such a discharge of 
a custodial receiver cannot be said to be arbitrary 
or capricious. 

The appellant seems to contend that once a cus-
todial receiver is appointed he cannot be removed 
if the Court finds a receiver to be unnecessary. If 
this were true an impossible situation would exist ~ 
in cases such as the case at Bar. 

It is further contended by the appellant that the 
proceedings under the assignment for t.he benefit of 
creditors should have been terminated since appli-
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cation was made to the Court of Chancery for the 
appointment of a receiver, and the appellant cites 
section 24 of the Act concerning assignments in part 
as follows: 

"The jurisdiction of the Orphans' Court in 
the premises shall terminate and the said estate 
shall be administered as assets of an insolvent 
corporation in the same manner as if no sur h 
general assignment had been made." 

The appellant fails to state by a fuller quotation 
of the statute that the jurisdiction of the Orphans· 
Court shall terminate only when the Court of Chan -
cery removes the assignee and appoints the assignee 
as receiver of the corporation under that statute. 

It is therefore respectfully submitted that the 
order complained of was proper in every respect, 
and as the making of the order rested in the sound 
discretion of the Court of Chancery, and as there 
does not not appear to be any abuse of discretion 
exercised by the Court below, the order should be 
affirmed with costs to the defendants appellee. 

Respectfully submitted, 

EICHMANN & SEIDEN, 
Solicitors for and of counsel with 

Defendant-Appellee. 

(a5495) 










