MacCre1lish & Quigl ey Co. Printers, Trenton, N. J.

NEW JERSEY

Court of Errors and Appeals

BETWEEN
George Coxover,
Complainant-Respondent, On Appeal of
AND »Guarantee Trust
Guarantee Trust . Company.
Company et ae.,

Defendants-Appellants.

Appellant’s Brief.

STATEMENT.

The conclusions of the learned Vice-Chancellor fully
and accurately set forth the substantial and material
facts and the objects of, the bill. In a word, the ap-
pellant is trustee under an agreement to which it, Vent-
nor Syndicate and West Jersey Mortgage Company are
parties, and in pursuance of which Ventnor Syndicate
issued its collateral bonds which were to be secured by
mortgages' to be deposited with appellant as Trustee.
Complainant holds two of those bonds of the denomi-
nation of $1,000 each, and he seeks to have the appellant
removed as Trustee and to hold it liable for claimed
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losses. The bill charges bad faith on the part of the
Trustee, and such actions as not only justify, but re-
quire, its removal. Upon these phases the Vice-Chan-
cellor ruled against the claim or claims of the complain-
ant and found as a fact that there was no bad faith and
no justification for its removal as Trustee. He did,
however, find that the Trustee transcended its {tower in
accepting for the trust fund mortgages made directly
from the Ventnor Syndicate to it rather than mortgages
by way of an assignment which was held as plainly
required by the terms of the trust agreement. In view
of this finding the decree requires the appellant to make
good any loss that may flow by reason of realizing less
on the mortgages than their face. From this part of
the decree the Guarantee Trust Company promptly ap-
pealed, and since that appeal, and while the papers were
in the hands of the printer, the complainant has appeal-
ed because of the refusal of the Vice-Chancellor to find
that the appellant should be removed. The testimony
is somewhat voluminous, and we feel there is neither
justification nor value in undertaking to set it out in
detail here, or to elaborate ap argument that that Vice-
Chancellor was right in this regard. When this Court
comes to read the testimony it will find that a very
delicate situation confronted the trustee. Indubitably
the insolvency of the Ventnor Syndicate and West Jer-
sey Mortgage Company were caused primarily by the
very serious destruction of the unimproved property of
the Ventnor Syndicate, which destruction had been
caused by violent storms on the Atlantic coast. The
washing away of the land and the inability to market
it caused heavy inroads on both companies, and they
were finally compelled to surrender. Just what was to
be done in the then situation became a matter of the
exercise of judgment and discretion, and while others
may now, looking backward, think that the Trustee
ought to have done differently, certainly it cannot be
said that the failure to do differently was an act of bad
faith on the part of the Trustee for which it must now
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be held. To so hold would, as it seems to us, make it
impossible to have any reputable company accept a
trusteeship. There were untoward events which taxed
human ingenuity, and the course to be pursued in the
light of the then circumstances was a matter for indi-
vidual judgment. Whichever way the directors of the
Trust Company might look, trouble could be seen. It
cannot be said with any degree of certainty or definite-
ness that inaction was not as wise and prudent as to
proceed to sell with the almost absolute certainty that
it would become the owner of the property. The learned
Vice-Chancellor had the benefit of the presence of wit-
nesses, and took ample time to read and analyze the
proof. While his findings of fact are not final, as is the
case with a jury’s findings, this Court does not lightly
disturb such findings, and we are confident that
giving the most favorable view to anything that may
be said by counsel for the complainant, it is by no means
plain that the Vice-Chancellor was in error.

LAW.

The Learned Vice-Chanceelor was in Error in
Holding that the Failure to Accept Assigned
Mortgages Made the Appellant Liable eor Loss.

We maintain that the Vice-Chancellor overstressed
the reference in the agreement to assigned mortgages,
and in reaching his conclusions has sacrificed substance
to form, which by elementary law a court of equity
should not do. A reading and consideration of the en-
tire agreement make it obvious that all the parties to
the agreement were looking to the mortgaged lands for
the security, and not to the maker of the bonds. They
placed a contemporaneous construction upon the agree-
ment. That construction opposes the one given by the
learned Court.

Section 8 is a pertinent part of the agreement. It
reads:



“That all bonds and mortgages assigned and
transferred by the Company to the Trustee as
hereinbefore provided shall be accompanied by
a policy or policies issued by the West Jersey
Title & Guaranty Company, or some other cor-
poration organized under the laws of the State
of New Jersey for the purpose of insuring the
titles to real estate, guaranteeing that the said
mortgages are a valid and prior lien upon the
premises covered thereby. All bonds and mort-
ages assigned and transferred by the Company
to the Trustee to constitute the Trust Fund
herein provided shall be accompanied by a writ-
ten appraisal of value to be made and certified
to by the guarantor, and this value so appraised
shall be accepted by said Trustee as a basis for
certification of' bonds as provided in Paragraph
4, and such securities shall be entered in the
Schedule as of such value; provided that the
Guarantor may at any time re-appraise such
bonds and mortgages, and certify the same to the
Trustee, and thereafter such last appraisal shall
be considered the value to be given such bonds
and mortgages in carrying out the provisions of
this agreement. It shall be no part of the duties
of the Trustee to make investigation concerning
nor shall it be responsible for the validity, nature
or actual value of the bonds and mortgages so
assigned to it, nor shall it be answerable except
for the due certification as aforesaid of the Com-
pany’s bonds issued hereunder and for the cus-
tody and disposition of the Trust Fund.

It will be noted that the Trustee’s liability or responsi-
bility is discharged when it accepts bonds and mort-
gages accompanied by written appraisal of value to be
made and certified by the guarantor (meaning the West
Jersey Mortgage Company). Reference is then made
to the re-appraisal of such bonds and mortages. All
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the bonds and mortgages accepted by the Trustee were
appraised and certified by the guarantor. It seems plain
that it was the land value which was in the minds of
the parties and their actions following closely upon the
heels of the making of the agreement clearly show that
it was the value of the mortgaged land they were all the
while considering. There is nothing referable to the
value of the bonds as such nor any language which
could possibly raise an implication that the bonds were
to have value disassociated from the mortgages. This
construction of the section is, we think, further justified
by the immunity clause which reads:

“It shall be no part of the duties of the Trus-
tee to make investigation concerning nor shall it
be responsible for the validity, nature or actual
value of the bonds and mortgages so assigned to
it, nor shall it be answerable except for the due
certification as aforesaid of the Company’s bonds
issued hereunder and for the custody and dis-
position of the Trust Fund.”

The language “validity, nature or actual value” is
broad, and would seem to cover every conceivable case.
For this reason we insist that the learned Vice Chan-
cellor places entirely too narrow a meaning on the
words. Then, again, a reading of the section makes it
manifest that the one primarily interested in the ques-
tion of the character of the mortgages was the guar-
antor. The West Jersey Mortgage Company as a party
to the agreement guaranteed the payment of the col-
lateral bonds, and was; therefore, interested in the char-
acter of the mortgages which should constitute the trust
fund in order that it might not incur serious liability.
Section 8 was incorporated to protect it, for it will be
observed that the section says:

“All bonds and mortgages assigned and trans-
ferred by the company to the trustee to consti-
tute the trust fund herein provided shall be ac-
companied by a written appraisal of value to be
made and certified to by the guarantor.”



6

O'r, in other words, if the mortgages tendered by the
Ventnor Syndicate to the trustee were satisfactory to
the guarantor, the trustee’s liability came to an end.
Every purchaser of a collateral bond of the Ventnor
Syndicate took it subject to the agreement. He could
rise no higher than the agreement. He therefore pur-
chased his bonds subject to the certification by the West
Jersey Mortgage Company, guarantor, that the mort-
gages making up the trust fund were of sufficient value
to secure the payment of the collateral bonds. In a
word, the agreement does not concern itself in a sub-
stantial sense whether the bonds and mortgages come to
the trustee by assignment or directly so long as their
value is appraised and is satisfactory to the guarantor.

That all the parties to the agreement so interpreted
it is demonstrated by the fact that accompanying and
made a part of the agreement is a schedule of the very
bonds and mortgages that are challenged by the bill of
complaint. The caption is “Schedule of Mortgages De-
posited under Trust Agreement Between Ventnor Syn-
dicate and Guarantee Trust Company, Trustee, dated
September i, 1911.”

And it should not be overlooked because of its tre-
mendous significance that the collateral bonds say:

“To secure the payment of this bond and all
other bonds which constitute this series, together
with interest thereon, there have been assigned
to and deposited with the said Guarantee Trust
Company as Trustee, bonds and first mortgages
of a par value of not less,” &c.

The only bonds and mortgages ever deposited were
those that are named in said schedule which accom-
panied the agreement and was made a part thereof.
The complainant, therefore, as a holder of the bonds
took with notice the character of the bonds and mort-
gages which made up the trust fund.

Again, paragraph or section 2 of the agreement reads:

“That Ventnor Syndicate, a corporation of
the State of New Jersey, party of the first part,
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has granted, bargained, sold, assigned and set
over, and by these presents doth grant, bargain,
sell, assign and set over unto the Guarantee
Trust Company, also a corporation of the State
of New Jersey, party hereto of the second part,
all the bonds and first mortgages set forth and
described in the schedule hereto annexed and
which forms a part of this instrument and bears
even date herewith.”

No schedule other than the one to which reference
has been made, was ever made, and it follows that the
parties knew at the time of the making of the agreement
what bonds and mortgages were to constitute the trust
fund. The collateral bond which the complainant holds
makes special reference to the trust agreement, and of
course makes the agreement binding upon him. He
therefore became the possessor of his two bonds with
full knowledge, actual or constructive, of all the terms
of the agreement and of the character of the bonds and
mortgages which then and since constitute the trust
fund. In the light of these indisputable facts, what
equity has he to complain that some other bonds and
mortgages should have constituted the trust fund? He
is now estopped from complaining. This feature of
the case was passed over in silence by the learned Vice-
Chancellor notwithstanding the earnestness with which
it was pressed before him.

The Vice-Chancellor says:

“I have searched in vain throughout the instru-
ment of trust to find some provision from which
an implied power of the trustee to accept such
mortgages (referring to the mortgages in ques-
tion) for the trust might be reasonably inferred.”

Could there be any stronger implication than the fact
that all the parties to the agreement agreed to accept
the bonds and mortgages as security for the trust fund ?

The West Jersey Mortgage Company was a party to
the agreement, and certified to the value of the bonds
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and mortgages ill question, and yet the decree would
make the Trust Company answer to it for any loss it
may sustain as the holder of some of the collateral
bonds. We can conceive of nothing more inequitable
than tms. - j**tainly as to the bonds held by it there
must be a reversal of the decree.

It will be observed that the bonds and mortgages were
accepted in 1911, at a time when proof demonstrates
L# value of the band wias well in excess of the amount
.f the mortgage.;, This was the time for the holders of
the collateral bonds to complain in order that the trustee
might have saved itself from loss by requiring both the
Ventnor Syndicate and West Jersey Mortgage Company
tc onply w:tn the terms of the agreement such as are
qow insisted upon by the complainant. Both companies
were then solvent, and the V entnor Syndicate was well
able to provide a satisfactory trust fund. Having failed
to speak at a time when it should have spoken, this
Court oughi now to deny complainant relief. It is not
without significance that the complainant of all the
bondholders is heard to complain; notwithstanding all
other bondholders are made parties to the bill, none
answered and none appeared by counsel except the Re-
ceiver of the West Jersey Mortgage Company. More-
over, it is open to this Court to find that the complainant
actually saw and read the trust agreement and the
schedule of bonds and mortgages before buying his
bonds. He so testified on cross-examination, page — .
Later, on re-direct, he sought to qualify his answer, but
we insist that a reading of his entire testimony will show
that he sought to extricate himself from what he then
conceived to be a very embarrassing situation.

1‘urning now to the authorities cited and the prin-
ciples invoked by the Vice-Chancellor which seemed to
impel him to the conclusion reached. He finds that the
securities accepted were different in character from
those provided in the trust agreement. We think this
:s not so. In IJmmecrmcin v. Fraley cited bv the Vice-
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Chancellor, the trustee purchased land while he was
authorized to invest in landed securities. There the
security was entirely different from that authorized-.
In Quick’s Ex’rs v. Fisher, the testator created a trust
fund and the trustee without any authority converted
the personal property creating the fund into real estate.
Melick v. Voorhees is a case where the Trustee sold
property in the face of plain terms of a trust deed and
under conditions which justified the court in finding
fraud. The cases and principles cited and quoted by
the Vice-Chancellor are not authority applicable to the
case in hand. In the English case, Pride v. Fooks, the
trustee was directed to invest in consols, instead he
invested in a mortgage on real estate. Quite a different
thing. In the case in hand the Trustee was to accept
bonds and mortgages on real estate. This is what it
did accept. The value of the bonds and mortgages
were to be appraised and certified by the guarantor.
This was done. But the Vice-Chancellor holds that the
case is parallel to one of investing in mortgages on real
estate when the trust directs investments in consols
because forsooth the mortgages are taken directly from
the Ventnor Syndicate to the Trustee rather than by
way of assignments. It seems to us that this is highly
technical and excessively narrow.  We insist that the
Vice-Chancellor was wrong in saying that the powers
of the Trustee had been transcended and that it was
not a case of the exercise of judgment. We maintain
that apart from the question of estoppel and the other
features therein discussed, that it was a case of judg-
ment and that the judgment was not improperly
exercised.

In Tuttle against Gilmore cited by the learned Vice-
Chancellor, this court through Justice Magie said at
page 623:

“Since the consideration to be received and
the securities o be taken were mortgages, his
duty was to examine the land mortgaged and
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to ascertain by proper inquiries that the value
thereof was reasonably sufficient to make them

good, on which he was to pass his judgment.”

The syllabus of the case, among other things, says:
“A strict rule of construction will be applied

as against such limitation and such liability and

the construction must be consistent with the
object and purpose of the trust.

In the case sub judice the object and purpose of the
trust was to have mortgages of sufficient value to in-
sure the payment of the bonds; that they were such
.at the time of their deposit and were certified to by
the guarantor in acordanee with the terms of the trust.
So long as the complainant was receiving the in-
terest on his collateral bonds, the bonds and mortgages
in question which created the trust fund, were entirely

bbi

satisfactory to him, but after an untoward event be-
yond human power to prevent which reduced the value
of the securities and made it impossible for the Vent-
nor Syndicate to pay its bonds, he now asserts the
Trustee had no right to accept those bonds and mort-
gages and asks that it make good not only his loss,
but that of every other bondholder who has not been
heard to complain. To say this, does not sound like
equity.

So much of the decree as refuses to remove the
Trustee should be affirmed, and that which holds that
it transcended its power in accepting the bonds and
mortgages as part of the trust fund should be reversed.

Respectfully submitted,
C. L. Coivk,
Solicitor and of Counsel with Appellant,
Guarantee Trust Company.
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On September ist, 1911, the Ventnor Syndicate en-
tered into an agreement with the Guarantee Trust Com-
pany and the West Jersey Mortgage Company provid-
ing for an issue of $200,000 of three-year 6% gold
collateral bonds.

The Ventnor Syndicate was to deliver to the Guar-
antee Trust Company, as Trustee, by assignment, cer-
tain ordinary three-year bonds and mortgages which it
held upon real estate.

The West Jersey Mortgage Company was to guar-
antee the payment of the principal and interest due on
the collateral bonds as issued and certified by the
Trustee.
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The Guarantee Trust Company was to act as Trustee
and certify to the issue of collateral bonds.

This method of financing1is only resorted to when
no other feasible method presents itself, and has for
its principal object the reaching of the small and inex-
perienced investor. The failure of the attempt is clearly
seen in the proof that but $77,000 of the bonds were
actually purchased.

There was a default in the payment of both the prin-
cipal and the interest on the bonds issued, both on the
part of the guarantor and of the issuing Company, and
the complainant, who holds $2,000 of the issue, filed
the bill in this case for the purpose of removing the
Trustee and compelling an accounting.

In addition to the above the said West Jersey Mort-
gage Company issued its policy of insurance guaran-
teeing the payment of principal, interest, taxes, and
foreclosure costs on each of the ordinary mortgages
deposited as collateral. (Case, 136, 155, 156.)

It is well that each clause of the agreement be stated
tersely, according to its legal effect, as it will no doubt
serve a useful purpose in considering the facts in the
case.

§1. Definition of “bond”, “bondholder”, “trust
fund” and “value”.

§2. Assignment to the Trustee of the bonds
and mortgages owned by the Ventnor Syndi-
cate.

83. Provision for the issue of bonds by the
Ventnor Syndicate as bonds and mortgages are
assigned to the Trustee.

Provision for the recording of the trust agree-
ment and the assignments of the bonds and
mortgages upon default or upon request.

Provision that all bonds and mortgages shall
be held for the equal pro rata benefit and se-
curity of all without preference.
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84- Provision for the certification by the Trus-
tee of the bonds issued by the Ventnor Syndi-
cate.

§5. If the Ventnor Syndicate desires to fore-
close any of the mortgages it may substitute
others in lieu thereof.

If taxes or interest is in default, Trustee
must foreclose.

Before foreclosure Trustee must give notice
to Ventnor Syndicate.

Bonds and mortgages to be substituted for
property bought in at sale.

Cash in hands of the Trustee may be ex-
changed for bonds and mortgages.

Default under the agreement to deprive Vent-
nor Syndicate of the income.

§6. Provision for investment of moneys re-
ceived on bonds and mortgages.

§7. Provision for substitution of securities.

§8. All bonds and mortgages to be insured by
West Jersey Title and Guaranty Company.

Bonds and mortgages to be accompanied by
written appraisal of the value.

Provision for re-appraisement. ,

Liability of Trustee.

§9. Default in interest to mature all the
bonds.

§10. Default in bonds to permit sale of secur-
ities upon request of 25!% of the bondholders
upon indemnification.

Liability of Trustee.

§11. Assignment of bonds and mortgages
upon delivery of bonds.

§12. Trust fund at all times to consist of
bonds and mortgages to the par value of the
bonds outstanding.

§13. Liability of the Trustee.

814. Resignation of Trustee and appointment
of new Trustee.



815. Provision for subrogation.

816. Provision for further instruments.

§17. Provision that the Trustee will do every-
thing which may be reasonably necessary to
carry out all of the provisions of the agreement
and to effectuate the rights of the Ventnor Syn-
dicate and of the bondholders.

The only fault we find with the decree of the Court
of Chancery is its failure to remove the Trustee, and,
as the facts making it necessary and proper this should
have been done are highly important as a reason why
that Court held the Trustee responsible to the Com-
plainant and others, this Court’s attention is invited to
a careful examination of these references to the testi-
mony.

Should the Trustee Be Removed?

The facts proven at the trial establishing the legal
necessity for the removal of the Trustee are many.

(a) The agreement of September 1st, 1911, pro-
vides in Paragraph 2 that the Ventnor Syndicate shall
assign bonds and mortgages on real estate to the Trus-
tee for the protection of the bondholders; Paragraph 3
provides for the record of the assignment; Paragraph
5 provides for the foreclosure of the mortgages by the
Ventnor Syndicate, and other paragraphs provide for
the substitution of other bonds and mortgages. There
is not a single sentence or paragraph in the entire agree-
ment which contemplates anything other than an “as-
signed” bond and mortgage.

How could the Ventnor Syndicate foreclose against
itself?

It is impossible to reasonably construe the agreement
as permitting the making of a bond and mortgage by
the Ventnor Syndicate directly to the Trustee. Had
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bondholders known they were loaning money on the
bond of the Ventnor Syndicate, unsecured in any other
way than by the guaranty of the West Jersey Mortgage
Company, they would never have purchased the bonds.
If it had been possible to have marketed the bonds and
mortgages of the Ventnor Syndicate on the land mort-
gaged it would not have been necessary for it to have
gone to the expense of paying for the services of a
Trustee and printing the collateral bonds issued under
the terms of the agreement. What the parties to the
agreement intended is clearly to be seen by a reading of
it, and that is, that the purchasers of the bond should
have a four-fold security:

ist. The obligation of the Ventnor Syndicate.

2d. The security of the real estate mortgaged.

3d. The bond of the maker of the real estate mort-
gage.

4th. The guaranty of the Mortgage Company.

By the dereliction of the Trustee, the bondholders
were deprived of the security of the mortgage bond.
By the schedule attached to the agreement it will be
seen that of all the mortgages taken there were only
three in the list that were assigned mortgages (Case,
*35 and second Supplement). Unfortunately the
only third party bond accompanying these three
was the single bond of the Roebling Realty
Corporation, a Godfrey corporation. While it is
without responsibility, the. importance of the ar-
gument may be seen when it is considered the
proofs show the mortgage on Block 108A, Rot 14;
Block 108B, Lot 7, and Block 108B, Lot 14, were owned
by the Chelsea Brick Company and William K. Shaw,
who, as the record shows, required no money to be ad-
vanced by the Mortgage Company for interest, and who
are only two years in arrear for taxes (Ex. C. 36, Case,
3°3 et seq.). Had the terms of the agreement been
carried out as it was written, the bondholders would
have had the responsibility such as would attach to
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their bonds. Even the Trust Officer, in his letter of
April 21, 1915, said the bonds and mortgages had been
assigned. (Case, 286.)

It is important to note at this point that the Trustee
must have had some doubt about its right to ignore the
plain terms of the agreement, because notwithstanding
the bonds issued and certified by it each bore the writ-
ten guaranty of the West Jersey Mortgage Company,
it took pains to have such bond and mortgage deposited
with it also guaranteed by the West Jersey Mortgage
Company as to payment of principal sum, interest and
taxes. It also knew it was costing the Ventnor Syndi-
cate 5 per cent, to secure its money on these mortgages
(Case, no). If there had not been a lurking doubt
of some kind in the mind of the Trustee, either as to
the right to accept direct mortgages or as to the im-
possibility of the Ventnor Syndicate performing its con-
tract, I can conceive of no reason for these single poli-
cies. The evil in the thing is so apparent as to cause
wonder as to why the proposition should be doubted.
The bondholders didn’t get an honest bond, nor they
didn’t get a bond and mortgage based upon an honest
sale of real estate, but they got a bond of the company
which was pretending it was giving another security,
and a mortgage upon real estate in some cases in ex-
cess of the assessed value. In my judgment it was
nothing more or less than a fraud.

The Trust Officer in admitting there was no sale for
this real estate made this significant remark:

“I didn’t say market for the property, I said
market for the securities.” (Case 109.)

It was the paper promises they were trying to sell,

not secured security.

(b) Immediately after the issue of these bonds, run-
ning from October nth, 1911, to December 21st, 1912,
taxes began to accumulate. (Bx. C 21 and 22; Case,
270 and 271.) It is the law of this State that taxes
are due and payable on December 20th of each year,
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and yet in eleven of the mortgages held by this Trus-
tee we find the taxes for the year 1912 were unpaid,
and in the case of Guaranty A764 and A500 the Trus-
tee was so careless as to accept securities with the tax
for that year then due and unpaid. The carelessness
and neglect exhibited in this particular instance is so
gross as to warrant it being given serious consideration.
The agreement offered in evidence shows that on De-
cember 21st, 1912, two of the three mortgages which
were assigned to the Company under the terms of the
agreement, amounting to $10,000, were deposited with
the Company and bonds issued thereupon. These mort-
gages were insured by the Mortgage Company under
Guaranties A500 and A764, and the taxes from 1912,
which were due and payable before the mortgages were
assigned were not then paid, nor have they since been
paid, either by the Trustee, the Ventnor Syndicate or
the Mortgage Company. (Ibid.) The question of
taxes which have accrued since 1912 to date is a serious
one, but I cannot conceive how a Trustee can be excused
from taking property subject to unpaid taxes. There is
due to Margate City $2,169.31, without interest or costs,
and to Ventnor City $4,074.49, without interest and
costs, making a total of $6,243.80, without interest and
costs. In both of these municipalities unpaid taxes bear
interest at 12 per cent, prior to 1915, and 8 per cent,
after 1915. (Ibid.)

The lawyer who drafted the answer of the Trustee
saw the importance of alleging such steps at paragraph
9, but the proofs fell short of the allegation. In fact,
the Trust Officer of the Trustee positively, boldly and
deliberately admits tlie failure of the Company to do
its duty, and gave absolutely no excuse excepting that
its best judgment indicated nothing should be done
(Case, 130). Its judgment permitted mortgaged lands
to be sold for nonpayment of taxes and unpaid taxes to
accumulate at the rate of 12 per cent, per year so far as
this fund is concerned, but not so far as is concerned
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its own mortgages. In the meantime, the poofs show
that in Margate City during the years 1912, 1913 and
1914 the lots mortgaged for $5,000 had only a value of
from $4,500 to $6,000, and those mortgaged for $2,000
but a value of $1,500. In 1915 the $5,000 lots had de-
preciated from $1,200 to $1,600, and the $2,0001 lots to
$1,000. In 1916 the $5,000 mortgage lots had gone
from $960 to $1,280 per lot and the $2,000 mortgage
lots to $800 per lot. In Ventnor City the $2,000 mort-
gage lots were valued at $2,300 and the $5,000 mort-
gage lots from $4,800 to $6,500, where they still re-
main. (Case, 170 and 171.)

In the face of this the record shows no act on the
part of the Trustee, or its officers, to help or even com-
municate with the bondholders until December 6th,
1916 (Case, 160); these bondholders never were ad-
vised the taxes were unpaid (Case, 126), or that some
of the mortgaged land had been sold for taxes (Case,
130). In the meantime lots of the same character were
selling at foreclosure sales for 25 per cent, to 40 per
cent, of the mortgage debt. (Case, 170, 171, 243, 244
and 245.)

The Trust Officer of the Guarantee Trust Company,
Mr. Sypherd, says he didn’t know the taxes were in
arrear until after March 1st, 1915» but why did he
resign as Assistant Secretary of the Mortgage Com-
pany on August 19th, 1914? He was a director and a
member of the Executive Committee of the West Jer-
sey Mortgage Company up to January, 1915, and
Assistant Secretary up to August, 1914. (Case, 97,
98, 105 and 267.) The Executive Committee ran the
business of that Company, and the last loose-leaf note
of minutes shows he acted as late as January 13th,
1915. (Case, 268.) He said it was the duty of that
Company to attend to the taxes (Case, 116), so that he,
as Trust Officer of the Guarantee Trust Company, did
nothing, but the testimony, the books and the minutes
show that as Executive Committeeman, in active charge
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of the affairs of the West Jersey Mortgage Company,
he permitted the Mortgage Company to pay out $115,-
439.65 for defaulted interest on mortgages of the same
character as those involved in this case when the taxes
were in arrear (Case, 55, 180, 181, i8!2, and C 36, at
page 314). 1 say a man of his mind and training knew
the taxes were unpaid. If he didn’t know, he was in-
competent; if he did, he is untruthful. The testimony
establishes he knew. Jeffries swears it was discussed
before the Board of Directors. {Case, 84.) The Trust
Officer says he knew it generally. (Case, 117.) He
refused to permit the accuracy of his recollection to be
tested. (Case, 163 and 164.) At the Meeting of May
26th, 1913, as Secretary of the West Jersey Mortgage
Company, he recorded the following:

“Upon motion, the Secretary was directed to
notify the Ventnor Syndicate and the Margate
Company that unless the 1911 taxes and the
overdue interest on mortgages guaranteed and
owned by this Company be paid within 30 days
from the date of notice that foreclosure proceed-
ings will be instituted.” (Case, 262.)

At the meeting of June 10th, 1913, as Secretary of the
same Company, he recorded the approval of the above.
(Case, 263.)

At the meeting of July 8th, 1913, as Secretary of
the same Company, he recorded the following:

Upon motion, the Treasurer was authorized
$4,000 1st mortgage bonds of Ventnor Syndi-
cate secured by mortgage on land Montpelier
Avenue and Beach on account of interest due
the Company on $150,000 bonds of Margate
Company.” (Case, 264.)

At the meeting of December 18th, 1913,as Secretary of
the same Company, he recorded authority to foreclose

mortgages for nonpayment of interest of which that
covered by policy A500 was held by the Guarantee

Trust Company as Trustee in this cause. He also
recorded:
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“Upon motion, the officers were authorized to
purchase from the Margate Company two mort-
gages of $5,000 each covering lots Nos. in
Block , the proceeds of said sale to be
applied on account of guaranty premiums and
interest due the Company.” (Case, 264.)

At the meeting of March 14th, 1914, as Secretary of
the same Company, he recorded:

“The financial condition of the Company was
discussed very thoroughly, and it was decided
to insist upon the payment of certain obligations
to the Company.” (Case, 265.)

At the meeting of July 20th, 1914, as Secretary of
the same Company, he recorded:

“Upon motion, the Treasurer was instructed
the when mortgages were called on properties
of Ventnor Syndicate and Margate Company,
they be not foreclosed until further orders.”
(Case, 265.)

The Vice-Chancellor says:

“Some doubt exists in my mind whether the
inactivity of. the Trustee to the matters here
complained of may not have been measurabi
occasioned by reason of the presence of con-
flicting interests of certain managing officers
common to the three corporations,” (Case,
335)

How could there be doubt in the face of this evi-
dence ?

(c) The Trustee was equally careless and neglectful
in its collectioniof the interest due on the mortgages.
The proofs show it made no effort to collect the interest
due on the mortgages. From the proofs it is easy to be
calculated that up to date of the hearing $6,081.67 of
interest was advanced on these mortgages by the Mort-
gage Company, and $11,910.00 of interest is still due
and unpaid. The carelessness and neglect of this Trus-
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tee has caused the accumulation of upwards of $25,000
of taxes and interest, or about one-third of the entire
iissue of bonds. The Trust Officer knew the interest on
these mortgages were not being paid because as Execu-
tive Committeeman of the Mortgage Company, acting
up to January 13th, 1915, he was authorizing that Com-
pany to pay out $115,439.65 for that purpose. (Case,
264, 265, 270 and 314.)

Bear in mind that this was not interest which the
Mortgage Company owed on its debt, but interest which
the Ventnor Syndicate owed, and which the Mortgage
Company guaranteed. In many instances the Ventnor
Syndicate never paid a dollar of interest from the date
of the mortgage, and the clear inference from the facts
in the case is that all these men of all these companies
knew it. (Ibid.)

(d) The bonds issued under the terms of the trust
agreement were due and payable on September 1st,
1914, and the payment of the principal sum thereof and
of most of the ordinary bonds and mortgages were guar-
anteed by the Mortgage Company and paid on Sep-
tember 1st, 1914, and others in March and August of
I915- Notwithstanding the default in taxes, the default
in interest and the default in principal, this Trustee
asserts it made no effort to collect the principal sum due
on the bonds and mortgages or the bonds. In the mean-
time, the complainant in this case, as soon as he learned
of the desperate condition of the securities which had
been wished upon him, while the Trust Officer of the
1 rustee was sitting at his desk using his best judgment
that nothing should be done, was able by using ordinary
business judgment to collect $3,000 of the $5,000 of
bonds held by him. (Case, ipp.)

(e) The book of the Trustee offered in evidence
shows on September 1st, 1914, it had in its possession
$750- (Case, 146 and 148) ; and that on September
20th, 1915, it had $510 (Case, 148) and the sum last
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mentioned, according to the proofs, is still in its posses-
sion. (Ex. C 29.) Paragraph 7 of the agreement pro-
vides that it shall be the duty of the Trustee to fore-
close the mortgages held by it for non-payment of in-
terest and taxes, but the proofs show that no such step
was taken or contemplated. As early as April 14th,
1915 (Ex. C 31; Case, 282), complainant’s counsel was
seeking information, and as early as August 1915
(Case, 287), he had called upon the Trustee to fore-
close the mortgages, but the proofs show it not only
then refused, but has refrained from so doing to this
date. The only excuses in addition to “its judgment”
given by the defendant for its failure was that it had
no funds, and that under paragraph 10 of the agree-
ment it must be secured and twenty-five per cent, of the
bondholders must require the foreclosure (Case, I3J)>
but a careful reading of the agreement will disclose the
absolute nonsense of the proposition. Paragraph 10
of the agreement provides for the sale of the bonds and
mortgages upon a default in the payment of the princi-
pal sum or interest of the bonds issued under the agree-
ment and has nothing to do with the foreclosure of the
mortgages held to secure the bonds. Paragraph 1 de-
fines “Company’s bonds” and supports this argument.
There were twenty-two of these bonds and mortgages,
and most of them are on land still owned by the Vent-
nor Syndicate (Case, 2/1). All such mortgages could
very readily have been combined in one bill. The Trus-
tee was reasonably in funds which could legally have
been used for this purpose, and was derelict in its fail-
ure so to do. (Case, 146 and 148). In addition to this,
undoubtedly foreclosures against such men as William
F. Shaw, Edgar S. Hill and Dr. Emery Marvel would
have brought about some sort of a settlement which
would have secured funds enough to have prosecuted
all foreclosures. Seven bills would have covered every
mortgage. It is not legally necessary to file one bill for
each mortgage.
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(/) The most vicious and deliberate piece of favorit-
ism ever conceived by a Trustee against the interests
of its cestui que trustents 1 think is exhibited by the
proofs in this case in the matter of the collection of
$54,000 from the West Jersey Mortgage Company.
The proofs show beyond question that the West Jersey
Mortgage Company owed $54,000 to the Guarantee
Trust Company, and that the Guarantee Trust Com-
pany, according to its contention, held as collateral
therefor $42,000 of eYoung-McShea Amusement Com-
pany bonds (Case, 43 and 99) ; $4,000 of Ventnor
Syndicate bonds; $8,000 of West Jersey Mortgage
Company bonds and mortgages, and $30,000 of Vent-
nor Syndicate bonds and mortgages. The Trust Offi-
cer said it had $44,000 of these bonds and mortgages.

It is frankly admitted, as I read the testimony, that
the bonds and mortgages held as collateral were of the
same or similar character of those involved in this trus-
teeship. (Case, 82, 129, 130 and 179.) The books
of the West Jersey Mortgage Company substantiate the
statement of the defendant as to the collateral and the
character thereof excepting that according to the Mort-
gage Company records there was but $33,000 of the
Young-McShea Amusement Company bonds. (Case,
42.) The proofs show that the West Jersey Mortgage
Company had its bank account with the Guarantee Trust
Company. (Case, 46.) The proofs show that on
March 4th, 1915» of the $54>°0 of notes were over-
due and unrenewed (Case, no), one for as short a
period as five days, and the others for as long a period
as one month and twenty-five days. With the excep-
tion of two of these notes, all were overdue for a period
of more than two weeks. The proof is that the account
of the West Jersey Mortgage Company in the Guaran-
tee Trust Company on March 5th, 1915, was also over-
drawn $1,600. (Case, 48 and 49). With this condition
staring the Trustee in the face, the character of good

judgment which it exercised for its cestui que trustents
indicated:
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1. That it should not foreclose mortgages for
non-payment of taxes. (Case, 116, 120.)

2. That it should not foreclose mortgages for
non-payment of interest. (Case, 116, 120.)

3. That it should not foreclose mortgages for
non-payment of principal. (Case, 120.)

4. That it should not make efforts to collect the
bonds held by the bondholders. (Case,

-1/8.)

5. That no steps should be taken to protect the
bondholders, but that matters should drift.
(Case, 1/8.)

6. That the non-payment of taxes, interest, prin-
cipal and conditions down the beach should
not be brought to the attention of the bond-
holders. (Case, 126, 130 and 160.)

7. That the bonds and mortgages should not
be revalued and that the real estate should
not be appraised. (Case, 137 and 138.)

While with regard to its own personal transaction
with the same party it was exercising what its Trust
Officer characterized as “good judgment and good bank-
nig” (Case, 85, 101, 103, 107, 161, 162 and 194) and
that was :

1. Gradually weeding out all of the Ventnor
Syndicate and West Jersey Mrotgage Company
bonds and mortgages which it had in its posses-
sion. (Case, 76, 77, 90, 1on, 103, 107, 161, 180,
194, 195 and 251.)

2. Disposing of $42,000 of collateral of the
same character as that held by it as trustee.
(Case, 101.)

3. Purchasing from the West Jersey Mort-
gage Company its principal asset (Case, 50 to
54, 100, 245, 246), consisting of $58,000 of
Young-McShea Amusement Company bonds for
sufficient to pay to it its $54,000 of overdue
notes and over-draft in its institution.
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4. Starting foreclosure proceedings on its own
$100,000 mortgage. (Case, 120, 121 and 160.)

The language of the purchasing resolution, dated
March 4th, 1915, is:

“To produce a sum sufficient to pay off the
notes of the Wlest Jersey Mortgage Company,
amounting to $54,000 now held by this com-
pany, &c.” (Case, 66.)

The Trustee was not interested in anything beyond
its own individual protection. (Case, 83, 107 and 178.)
The Trust Officer says he considered no interest other
than the Guarantee Trust Company. (Case, 107.) It
gave up its collateral, such as is held for this complain-
ant, and took all it could find in the possession of the
Mortgage Company of a superior quality, (Case, 105
and 106.)

It saved itself at the expense of the bondholders in
this cause. It is not a question of poor judgment
viewed from to-day that governs the testimony taken
in the case, but it is rather the conduct of speculators
in a commodity that was unsafe and was known to be
unsafe.

The Vice-Chancellor says the Trustee “exercised an
honest and reasonably sound judgment in their inaction
*oxoox We hope this court will not agree with
this conclusion.

The by-laws and minutes of the Mortgage Company
show there was no authority for the sale so far as it
concerned that Company. (Case, 30, 31 and 170.)
Mr. Godfrey and Mr. Faunce testify there was such an
authority, but a careful reading of the testimony will
develop at best it was a mere telephone meeting. There
was a meeting of the Executive Committee without
year date. That memoranda reads as follows:



“Mar. 5.

Meeting of
Execu. Com. of
Mtg. Co.

H ackney— Faunce

Adams

Godfrey

Read
agree to sign agreement
agreement with
change in regard
Williams mortgage
S. Va. Ave.”

It was never written up. It seems to cover the tele-
phone meeting in question, and no such transaction is
recorded. (Case, 227, 228 and 268.)

The importance of this deal was quite apparent to
the Court and to counsel for the defense during the
trial, and in order to smooth a way for the explanation
given by the Trust Officer of the defendant, the state-
ment was made and sworn to repueatedly by him that
he knew nothing about the condition of the West Jersey
Mortgage Company, and that there had been no default
iti its business transactions until March 1st, 19!5> four
days before this transaction was consummated. (Case,
123, 124.) His anxiety to meet the situation evidently
made him overlook the importance of an investigation,
because we find that the mortgage on Block 88A, Lot
«7, was made on August 21st, 1912, payable three years
after date, and therefore was due as to principal on
August 21st, 1915, and the proof shows there was
interest due theeron from August 21st, 1914. In this
particular case there was a default in principal seven
months before the transaction, in interest eleven days
before the transaction, and in taxes three years before
the transaction. It is also to be noted that in at least
five instances there was a default in interest on February
28th, 1915. He was almost willing to swear Mr.



Godfrey, the President of the West Jersey Mortgage
Company and Secretary and Treasurer of the Ventnor
Syndicate, didn’t know it had failed to pay its obliga-
tions. (Case, 168 and 169.) As early as March 14th,
1914, he was recording the financial condition of the
Mortgage Company (Case, 265) and.resigning as
assistant secretary August 19th, 1914. (Case, 267.)

It is folly to contend the defendant was without
knowledge as to the conditions making action import-
ant to properly protect these bondholders. According
to the defendant the depreciation in value commenced
shortly after the storm in the Fall of 1913, but its con-
cern is shown by its minutes. On July 23d, 1913, the
Committee on Examination of the Board of Directors
of the Guarantee Trust Company reported as follows;

“In the case of the West Jersey Mortgage
Company it is very important that this Board
should know what mortgages on land in Mar-
gate and Ventnor have been guaranteed as to
principal and interest by the West Jersey Mort-
gage Company.” (Case, 68.)

“As to the West Jersey Securities Company
and the Atlantic Title Company, it is important
for your Board to know how much of their assets
is confined to land or mortgages on land in Mar-
gate and Ventnor. These three Companies are
heavy borrowers from the bank, and it is the
duty of the Board to investigate as to the securi-
ties of these Companies.” (Case, 69.)

“We hold four notes given by the West Jersey
Mortgage Company aggregating $30,000, se-
cured by Ventnor Syndicate mortgages. The
Committee feel that the aggregate of these four
notes should be reduced at least one-half by satis-
factory monthly payments, so that the said re-
duction will cause the aggregate of these notes

not to exceed $15,000 by January 1st, 1914.”
(Case, 69.)
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“We also find two notes, one of $2,500 and
one of $1,500 of the Ventnor Syndicate, secured
by a mortgage of the Wilmac Realty Company
to the Ventnor Syndicate, and we are advised
that the $2,500 note is to be paid at once. If
said note of $2,500 is paid at once we are willing
to pass a $1,500 on the same collateral.” (Case,
70.)

“On motion, the officers were ordered to carry
out the recommendation of the report as near as
they possibly could.” (Case, 7°-)

As early as 1913 the Trust Company was deeply con-
cerned not only in what was due to it, but as to the
character of the business being done by the Mortgage
Company. On November 28th, 1913, the matter was
again before the Board of the defendant on this report:

“Regarding the inter-relations between the
several companies mentioned in the last report,
we find we have loaned to the West Jersey Mort-
gage Company $43,000 upon collateral consist-
ing of $32,000 in the bonds of the Young-Mc-
Shea Amusement Company; $31,000 mort-
gages on Ventnor Syndicate property, and
$4,000 in Ventnor Syndicate bonds, appraised
in all, $52,500. Total collateral, $67,000; total
loans, $52,500.” (Case, 67.)

But evidently the Godfrey interest was too strong,
because

“action on the report of November 28th, 1913*
was deferred until December 1st, when the re-
port was ordered upon the minutes and the Com-
mittee discharged.”

On September 3o0th, 1915, the Board of the defend-
ant took this very important step in its own interest:

“On motion, it was decided that where stocks
of the West Jersey Mortgage Company, West
Jersey Securities Company, and Ventnor Syndi-
cate are held as collateral in this Company, other
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securities or satisfactory endorsements be fur-
nished.” (Case, 71.)

In addition to the above, as early as July 1oth, 1913,
the Trust Company was obliged to loan the Mortgage
Company $5,000 to take up the $6,250 ten-day note
given in settlement of the Bartlett litigation, and its
books and the books of the Mortgage Company show no
payments were made on account of the $54,000 of loans
after April nth, 1914- (Case, 190*) In other words,
the notes were renewed from time to time from April
nth, 1914, to March s5th, 1915, without payment.
(Case, 167.)

The minutes, however, are utterly silent as to any
action relating to the administration of the trust im-
posed upon the defendant by the agreement of Septem-
ber 1st, 1911. (Case, 71.) There were no' reports by
the Trust Officer. (Case, 72.) There were no re-
ports of defaults in interest or taxes. (Case, 72.)
Ihere was, according to Mr. Jeffries, a verbal state-
ment to the Board that the property mortgaged was in
a precarious condition and had been seriously impaired
in value by reason of a storm, but no action was taken.
(Case, 72, 73, 76, 79 and 109.) D'espite Mr. Sypherd’s
efforts to make Mr. Jeffries change his testimony, I
think it'still reads that Godfrey and Sypherd stated to
the Board its position was legally correct and there was
no need for it to do anything. (Case, 76, 77, 78. and
~3-) The testimony shows parts of the agreement were
read before the Board on two occasions. The Trus-
tee never took any action to protect its cestui que
trustents either before or after it had learned the real
estate mortgages were a precarious security. (Case,
82, 84, 85, 102, 108, 118 and 119.) In fact Sypherd
says the Company was not obliged to act. (Case, 117
and 185.)

With Carlton Godfrey, Clement J. Adams, Herman
M. Sypherd, Frederick C. Robbins, John W. Hackney,
William A. Faunce and Howard G. Harris (see Case,
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88 and 89) running the three corporations, you could
expect nothing except action in their interest. Mr.
Sypherd’s reply to the Court’s question as to why the
Ventnor Syndicate was not called upon to substitute
other collateral is typical of the men:

“They couldn’t have done it. And under our
judgment, even if we had seen fit to have exer-
cised the powers given to us under one clause of
the trust agreement, we did not deem it advisable
at the time to take any action(Case, 117.)

The Vice-Chancellor says the purchase of the $16,-
000 Young-McShea bonds in addition to the $36,000
which it claimed to own, and the surrender of the $44,-
000 of bonds and mortgages was practically an even
exchange and that there is

? “no power upon the part of the Trustee to en-
force at that time against the guarantors of the
bonds any default existing * *

This is not an exact statement of the facts and of
the terms of the contract.

He overlooked the low assessed value of the mort-
gages for purposes of taxation; the sale of mortgaged
land of like character at public sale from 25% to 40%
less than the amount of the mortgages; the accumula-
tion of at least three years taxes at that time; the ina-
bility to sell the securities; and the weeding out of
these bonds and mortgages on the part of the Trus-
tee in its individual transactions.

He also overlooked that this purchase and prefer-
ence was made on March 5th, 1915, at a time when
eleven of the bonds and mortgages had been due and
collectible for nonpayment of taxes since one year and
ninety days after December 20th, 1912'; that one of
these bonds and mortgages had been due and collecti-
ble for nonpayment of interest since February 2ist,
1915; that five of these bonds and mortgages had been
due and payable for nonpayment of interest since Feb-
ruary 28th, 1915, and ten of them since March 1st,

I1915-
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He also overlooked that all of the collateral bonds
were due and collectible as to principal since March ist,
1914, and collectible from the West Jersey Mortgage
Company since March ist, 1915, as to principal with
interest thereon from September ist, 1914.

(g) The schedule attached to the agreement of Sep-
tember ist, 1911, disclosed that on October 16th, 1914,
a $2,000 mortgage made by the Ventnor Syndicate to
the Guarantee Trust Company, Trustee, dated March
ist, 1912, and covering lot 2 in Block 82B on the map
of Ventnor Syndicate property in Ventnor City, was
withdrawn. On November 6th, 1915, the defendant
stated that the Ventnor Syndicate paid to it $2,000 in
cash for the mortgage in question, and then presented
$2,000 of its bonds and received the cash in lieu thereof.
When the Company was informed on November 22d,
I915>that the books of the Ventnor Syndicate do not
show the cash payment in question on November 24th,
I915>it stated that on October 6th, 1914, it received
a letter from the Ventnor Syndicate enclosing it $2,000
of its bonds, and asking that it assign the said mort-
gage to Christiana Krumm, and, accordingly, it de-
livered the said mortgage and canceled the bond. Par-
agraph 5 of the agreement provides as follows:

“Whenever and as often as there shall be in
the hands of the Trustee cash belonging to the
trust fund, the Company shall have the right
to have such cash paid to it upon transferring
and assigning to the Trustee bonds and first
mortgages equal in value to the amount of such
case.”

So long as the Company shall not be in de-
fault under any provision of this agreement, it
shall be entitled to receive from the Trustee if
and when collected all income from the bonds
and mortgages comprising the trust estate.”

Paragraph 7 of the agreement provides:

That the Company may, if it so-elect, from
time to time withdraw any of the bonds and



mortgages belonging to the trust fund, provided
that upon such withdrawal it shall deliver to the
Trustee either cash equal in amount to the bonds
and mortgages so withdrawn, or other bonds
and first mortgages of an equal value.”

Paragraph 11 provides, among other things:

“If at any time the Company shall pay or
retire any of the bonds secured by this instru-
ment and shall surrender the same to the Trus-
tee for cancellation, the Company shall be en-
titled to withdraw from the trust fund any bonds
and mortgages of a value equal to the com-
pany’s bonds so surrendered by it.”

Paragraph 3 of the agreement, among other things,
provides:

“The Trustee shall have and hold such bonds
and mortgages upon the trust hereby created,
namely, for the equal pro rata benefit and se-
curity of the bondholders, without preference or
priority of any one bond over another by reason
of priority, in time of issue or' negotiation
thereof, or otherwise * * *”

It will be noticed that the certificate of the Ventnor
Syndicate, dated October 16th, 1914, does not state
that the bonds delivered to the Trustee had been paid
and canceled, and there is no proof in the case showing
their payment and cancellation. Viewed from the point
of a Trustee, it has failed to bring itself within the pro-
vision of even the paragraphs above quoted, but irre-
spective of this point, it is the contention of the com-
plainant that the defendant was without power under
any clause of the agreement to deliver up the security
in question, because on the date of the delivery, Octo-
ber 16th, 1914, there was a default in all of the mort-
gages for nonpayment of taxes and in' payment of the
principal sum due thereon, and in the greater number
of the mortgages the Ventnor Syndicate had for a long
time defaulted in.its payment of interest, and the Trust
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Company was depending upon the interest income from
the West Jersey Mortgage, which had guaranteed the
payment of the principal and interest of the mortgages.
With these defaults within the knowledge of the de-
fendant, I contend that the act of the Trust Company
resulted in an unequal distribution of the security, and,
accordingly, the Company is responsible for its mis-
take. (See Case, 149, 150 and 151.)

Counsel’s suggestion that the complainant saw the
agreement of Sept. 1, 1911, and the schedule thereto
attached is without support in the testimony. A care-
ful reading of Mr. Conover’s entire testimony shows
clearly he was talking about the bonds at all times and
not about the agreement. There was no occasion to
see the agreement. The transaction was with Inger-
soll and Buzby, in the presence of Sypherd, but not
with the Guarantee Trust Company. If the testimony
is capable of such construction as is suggested by the
appellant, it is just as clear that the complainant wag
fraudulently told the Guarantee Trust Company guar-
anteed the bonds being purchased. It can well be argued
that the Guarantee Trust Company was vitally inter-
ested in getting the bonds out of its custody, as Inger-
soll had them pledged with it as collateral to a loan, and
the showing of the agreement may have been a part of
the scheme. (Case, 99 to 212.) They were very choice
of this agreement. The Ventnor Syndicate had no
copy. (Case,. 15.) The West Jersey Mortgage Com-
pany had no copy. (Case, 20.) It was never recorded.
(Case, 284.)

In considering all t)f the facts in this case it must be
borne in mind that Carlton Godfrey, one of the wit-
nesses, was President, Director and Attorney for the
Guarantee Trust Company; President, Director and
Attorney for the West Jersey Mortgage Company;
Secretary, Treasurer, Director and Attorney of the
Ventnor Syndicate; that Clement J. Adams was a Di-
rector of the Guarantee Trust Company, a Director and
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mortgage appraiser of the West Jersey Mortgage Com-
pany, President of the Ventnor Syndicate; that Her-
man M. Sypherd, another witness in this case, was Di-
rector, Vice-President and Trust Officer of the Guaran-
tee Trust Company, Assistant Secretary, Director and
Executive Committeeman of the West Jersey Mortgage
Company, stockholder in the Ventnor Syndicate; that
Frederick C. Robbins was a Director in the Guarantee
Trust Company, Assistant Treasurer, Director and
mortgage appraiser in the West Jersey Mortgage Com-
pany; that John W. Hackney was a Director in the
Guarantee Trust Company, Director in the West Jersey
Mortgage Company; that H. Starr Giddings was At-
torney for the Guarantee Trust Company, Attorney for
the West Jersey Mortgage Company, and Attorney for
the Ventnor Syndicate; that William F. Wahl, another
witness in this case, was a Director of the Guarantee
Trust Company, and Director and heavy stockholder in
the Ventnor Syndicate; that W. A. Faunce, another
witness in this case, was a Director in the Guarantee
Trust Company, and a Director in the West Jersey
Mortgage Company.

With this combination of men in office it was abso-
lutely impossible for any of those Companies to have
independent action, and the proofs show it. Section 2
of the By-Laws of the Ventnor Syndicate disclose that
it was so drawn as to permit the Company to be oper-
ated by three members of the Board, of whom the Presi-
dent and Secretary should be two.

An individual who had been guilty of the foregoing
acts would be removed without doubt. Why should
this corporation, an intangible thing, without mind and
without individuality, shown by its own records and its
own officers to have been unfaithful to its trusts, be
treated differently? A corporation is no better than
an individual; its standing in the community marks it
for no more consideration than the individual, and it
should not escape punishment because it has been so
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unfortunate as to select officers without a keen sense of
the legal, equitable and moral rights of those with whom

it dealt.
II1.

For What Should the; Trustee Account.

The Trustee being removed for failure to perform
its duty as outlined above, it necessarily follows that it
must account to the bondholders through their new
Trustee for that which it is legally liable. In addition
to the general rule governing acts of trustees, paragraph
17 of the agreement expressly provides there was a
duty upon this Trustee to do everything that was reason-
ably necessary to carry out all of the provisions of the
agreement and to effectuate the rights of the Company
and the bondholders. This provision is entirely sepa-
rate and distinct from the usual provision contained in
paragraph 16 for the delivery of other instruments, so
that when the Trustee endorsed its certificate on the
bond issued to the bondholders in this case that thé
bonds were ones described in the agreement mentioned
in the body of the bond, and the body of the bond pro-
vided :

“There has been assigned to and deposited
with the Guarantee Trust Company, as Trustee
bonds and mortgages of a par value of not less
than the par value of the bonds in this series
outstanding and certified by the said Trustee.
58 &

it certified to an untruth for which it is legally and
equitably liable. (Case, 165.)

The cases bearing on the above facts and sustaining
the complainant’s position are as follows :

“It is the duty of a mortgage trustee to pro-
tect the security he has taken for the bondholders
to the utmost of his ability. It is hardly con-
sistent that such trustee should at the same time
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occupy the position of construction agent of the
Company. It is at any rate fraudulent for such
trustee to confederate with the Company in dis-
posing of a large amount of iron rails bought
by the Company for its use and embraced in the
mortgage as after acquired property. * * *

Jones Corp. Bonds, Par. 289.

“A trustee must use the same care for the
safety of the trust fund and for the interests of
the cestui que trust that he uses for his own
property and interest, and is responsible for any
loss that occurs to the trust fund.”

Wyman v. Herord, 5 Okl. 35; 59 Pm . 1009-

Read Beam v. Patterson Safe Deposit and Trust Co.,
81 N. J. Bq. (11 Buck.) 195.

“Where a trustee is wanting in common pru-
dence in the management of the trust fund, and
a loss results, he will be surcharged.”

In re Hart’s Estate, 203 Pa. 480; 53 Atl. 364.

“A trustee who is exempted by the terms of
the deed of trust from liability for anything ex-
cept wilful and intentional breaches of trust is
nevertheless responsible for loss caused by mak-
ing investments without making proper inquiries
and exercising reasonable judgment concerning
the value of securities taken, and by investing
in second mortgages.”

Tuttle v. Gilmore, 32 N. J. Bq. (5 Stew.’)
611; 36 N. J. Bq. (9 Stew.) 617.

“Where the terms of the trust mortgage re-
quire the mortgagor to deposit a certain amount
of cash with the trustee to secure a prior lien
on the mortgaged property but the mortgagor
fails to make the deposit, the trustee is justified
in retaining sufficient bonds to cover the required
deposit. If the trustee does otherwise it is a
fraud upon the purchasers of the other bonds
for which the trustee would be liable.”

Jones Corp. Bonds, Par. 287a.
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“A trustee has no power to change the char-
acter of a trust fund, except with the sanction of
a court of equity, and if he does so it is at his
own risk and is liable for the loss.”

Quick v. Fisher, 9 N. J. Bq. (1 Stock.) 802.

“Among the implied duties of the mortgage
trustee one of the most imperative is to use
the requisite diligence to protect the security he
has taken for the bondholders. A trustee of this
character is held to an active and strict per-
formance of his duties * * * One bond-
holder has the same rights as ninety-nine *
¥ * Tt not only is not a dead dry trust but is
one of the most active and momentous responsi-
bility.”

3 Thompson on Corp. (2d Bd.) Pars. 2590,
2591»2595»2597; Sturges v. Knapp, 31 Vt. 1;
Hollister v. Stewart, 111 N. Y. 644.

Read Speakman v. Tatem, 48 N. J. Bq. (3 Dick.)
137; 50 N. J. Bq. (5 Dick.) 484.

“If a mortgage trustee, without proper certi-
ficate, authenticate and issue bonds that by the
terms of the trust are issuable only on a certi-
ficate to the trustee by the mortgagor that their
amount has been expended on the mortgaged
premises, when in fact, such amount has not
been so expended, a court of equity should de-
cree that the trustee put the holder of such bonds
in as good a position as if a certificate proper in
form and true in fact had been given.”

Polhemm v. Trust Co., 61 N. J. Bq. (16
Dick.) 654.

“A lunatic’s father devised to him an estate
in fee simple and a lease hold estate and ap-
pointed a trustee for the care of the lunatic
who renewed the lease for the benefit of him-
self and not for the lunatic; and he was after-
wards appointed committee of his estate. Hard-



28

wick, Lord Chancellor, declared that if these
facts were true, which he referred to the master
o inquire, it was such a breach of trust, though
(before he was appointed committee, that he ought
to be discharged and another appointed.”

Ex parte Phelps, 9 Mod. 3,57.

“In administering a trust the trustee must act
for the beneficiaries and not for himself in an-
tagonism to the interests of the beneficiaries; he
is prohibited from using the advantage of his
position to gain any benefit for himself at the
expense of the cestui que trustent.”

39 Cyc. 296 and cases cited.

“The trustees have no right without the con-
sent of the bondholders to waive a default.
¥ * * The mortgage might authorize the
trustees to waive a default, or it might provide
that they should foreclose only upon the request
of the holders of a certain proportion of the
bonds secured. Such a power will not be ex-
tended beyond its strict terms.”

See Hollister v. Stewart, supra.

The case of Ashmlot Railroad Company v. Elliott 57
N. H. 397, 435, illustrates how jealous the courts are
of the rights of those represented by a trustee. In
this case the Court would not permit the trustee to reap
the profit he had made by individually purchasing his
company’s bonds in the open market. The principle
is the same in the case now before the Court. Read
also the case of Thelman v. Cannon, 24 N. J. Eq. (9 G.
E. Gr.) 127, and Hamburg v. Bdsall, 12 N. J. 'Eq. (1
Beas.) 392.

“The Court will remove receivers who abuse
their trust by using it to advance their own in-
terests in other corporations, although they have
the support of a majority in interest of the mort-
gage bondholders. The majority of the bond-
holders very likely may support the doings of
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the receivers, because they also are interested in
the same corporations. The Court will not re-
tain as its officers receivers who are scheming
to benefit a portion of the bondholders, though
this portion be the majority, * * * or by
using their powers in any way to injure the rail-
road they should protect, or to deprive a por-
tion of the bondholders, though only a minor-
ity, of the equal rights secured to all the bond-
holders.”

Jones Corp. Bonds., Par. 530.

“Where a demand is due to a trustee person-
ally, and another is due to him as trustee, both
from the same person, and he has obtained sat-
isfaction of his personal demand, it is his duty
to apply the satisfaction received to both de-
mands pro rata.”

Bryant v. Russell, 23 Pick. (Mass.) 508;
Scott v. Ray, 18 Pick. (Mass.) 360.

‘A trustee will not be allowed to so act as to
obtain the security, or satisfaction of his own
claim to the detriment of his cestui que trust.”

Orr v. Pickett, 3 /. J. Marsh (Ky.) 269;
Phillips v.- Reelede Company, 76 Mo. 68; Irwin
v. Harris, 41 N. C. 215.

III.

If this Court is of the opinion this corporation should
not be removed as trustee, we urge that the facts and
the law abundantly support the opinion filed by the

Vice-Chancellor and that the decree below should be
affirmed.

Respectfully submitted, June 18th, 1918.

WILLIAM M. CLEVENGER,
Solicitor for and of Counsel
With George Conover.
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NEW JERSEY
Court of Errors and Appeals

In Chancery of New Jersey.

George Cono

AND

Guarantee Trust C

BILL OF COMPLAINT.
(Filed December 6, 1915.)

lo the Honorable Edwin Robert Walker, Chancellor
of the State of New Jersey:

The complainant, George Conover, of the village of

Bndgeboro, in the County of Burlington, and State of
cw Jersey, respectfully shows:

10

1. That on September ist, 1911, the Ventnor Svndi-

(e, the Guarantee Trust Company and the West
Jersey Mortgage Company, all corporations of the State
0. New Jersey, entered into a collateral trust agree-
ment to secure bonds in the sum of two hundred

ousand dollars, issued or to be issued by the Ventnor

20
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Syndicate, guaranteed by the West Jersey Mortgage
Company and secured by the deposit with the Guarantee
Trust Company of assigned bonds and mortgages a
first lien on real estate, a copy of which agreement is
attached hereto and made a part of this bill as
schedule A.

2. That on October ist, 1915, the West Jersey Mort-
gage Company, by virtue of an order of the Court of
Chancery of the State of New Jersey, was declared to
be an insolvent corporation and John G. Horner was
appointed receiver thereof, has qualified and is now
acting as such officer, and by an order dated December
3d, 1915, complainant was given leave to make the
receiver a party to this bill.

3. That on October 4th, 1915, the Ventnor Syndicate,

by virtue of an order of the Court of Chancery of the

State of New Jersey, was declared to be an insolvent
corporation and Clifton C. Shinn was appointed re-
ceiver thereof, has qualified and is now acting as such
officer, and by an order dated November 29th, 1915,
complainant was given leave to make the receiver a
party to this bill.

4. That to secure the bonds issued by the Ventnor
Syndicate under the agreement of September ist, 1911,
it was agreed there should be assigned to and deposited
with the Guarantee Trust Company bonds and first
mortgages equal to the amount of bonds issued.

5. That there was $79,000 of bonds issued by the
Ventnor Syndicate, guaranteed by the West Jersey

80 Mortgage Company and certified by the Gurantee Trust

Comipany, that there are $77,000 thereof now outstand-
ing and unpaid, and a list of the names of the holders
thereof is attached hereto and made a part of this bill
as schedule B.

6. That complainant is the holder of bonds 6 and 7
each in the sum of $1,000 issued by the Ventnor Syndi-
cate, guaranteed by the West Jersey Mortgage Company
and certified by the Guarantee Trust Company under the
agreement of September ist, 1911.
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7. That complainant’s bonds as to form" of “the
promise, guarntee and certification are as set forth in
said agreement of September ist, 1911, and there is
due the complainant thereon the sum of $2,000, with
interest, at six per centum per annum, from March 1st,
1915, no part of which has been paid.

8 That the Guarantee Trust Company, as trustee
under the agreement aforesaid holds at this time bonds
and first mortgages upon real estate footing $77,000,
a list of which is attached hereto and made a part of
this bill as schedule C.

9. That on September nth, 1915, complainant
through his counsel was advised by the Guarantee
Trust Company interest was due on the $5,000 mort-
gage covering lot 9, in block 9, from September ist,
1914; on the $5,000 mortgage covering lot 7, in block
100A, from September 1st, 1914; on the $5,000 mort-
gage covering lot 14, in block 108B, from March rst,
1915; on the $2,000 mortgage covering lot 13, in
block 108B, from September 1st, 1914; on the three
mortgages of $2,000 each covering lots n, 15 and 5,
in block 108B, from September ist, 1914; on the
$5,000 mortgage covering lot 7, in block 108B, from
Maich ist, 1915» 0% the $2,000 mortgage covering
lot 6, in block 108B, from September ist, 1914; on the
$2,000 mortgage covering lot 4, in block 108B, from
September ist, 1914; on the four mortgages of $5,000
each, on lots 8, in block 12, lot 16 in block 11, lot 16 in
block 11 and lot 7, in block 86A, from September ist,
~?4; on the $2,000 mortgage covering lot 13, in
block 88A, from February 28th, 1915; on the $2,000
mortgage covering lot 13, in block 88Bm, from Feb-
ruary 28th, 1915; on the $2,000 mortgage covering
°t 12, in block 88A, from February 28th, 1915; on

the $2,000 mortgage covering lot 5, in block 88A, .

trom February 28th, 1915; on the $2,000 mortgage
vering lot 11, in block 88A, from February 28th,

on $5>°°0 mortgage covering lot 14, in block

10

20
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71A from November 12th, 1914; on the $5,000 mort-
gage covering lot 7, in block 88A, from August 2ist,
1914, and that the interest on the $5,000 mortgage
covering lot 14, in block 108A, was then paid up in full.
Complainant was also likewise advised at the same
time the taxes on all of the lots covered by all of the
mortgages had not been paid for the years 1913 and
1914, and that it did not know the amount due upon
the various lots.

10. That on November 214th, 1915, complainant was
likewise advised there was some $600 and upwards of
interest in the possession of the said trustee and that
the said trustee had never delivered any of interest to
the Ventnor Syndicate.

11. That the Guarantee Trust Company has permit-
ted the interest on the mortgages made directly to it as
such trustee, and interest on the mortgages assigned to
it as such trustee, to become and remain in arrear for
one year and upwards without causing the same to be
foreclosed, or otherwise endeavoring to protect the
bondholders.

12. That the Guarantee Trust Company has per-
mitted the taxes on the properties mortgaged directly
to it as such trustee, and on mortgages assigned to it
as such trustee* to become and remain in arrear for
three years and upward without causing the same to
be foreclosed or otherwise endeavoring to protect the
bondholders.

13. That the Guarantee Trust Company, trustee as
aforesaid, has permitted the principal sums due on the
said mortgages, made directly to it as such trustee, and
on the mortgages assigned to it as such trustee, to re-
main overdue for one year and upward without caus-
ing the same to be foreclosed or otherwise endeavoring
to protect the bondholders.

14. That on March s5th, 1915, the Guarantee Trust
Company, trustee as aforesaid, knowing the West Jer-
sey Mortgage Company, the guarantor of the sad
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bonds secured by the agreement attached to this bill,
was in dire financial difficulties, took from the said
West Jersey Mortgage Company, before the appoint-
ment of the receiver herein mentioned, the most valu-
able asset held by the said West Jersey Mortgage Com-
pany, to the end that the proceeds thereof might be and
were used by the West Jersey Mortgage Company for
the purpose of paying to the said Guarantee Trust Com-
pany the sum of $54,000, which the said West Jersey
Mortgage Company owed to the said Guarantee Trust
Company. That this act of preference was consum-
mated and permitted at a time when the taxes, principal
sums and overdue interest had accumulated and were
accumulating on the mortgages made directly to it as
such trustee and assigned to it as such trustee, and
without effort on the part of the said trustee to protect
the bondholders, notwithstanding the fund in its hands
was ample for that purpose.

15. That Carlton Godfrey was the secretary of the
Ventnor Syndicate and West Jersey Mortgage Com-
pany, and by reason of his holdings of stock in both
companies and business association with others was able
to and did exert a considerable if not complete control
over the affairs of the two companies; that the said
Carlton Godfrey is the president of the Guarantee Trust
Company; that other officers and employees of the
Guarantee Trust Company have held office in or were
stockholders in the said Ventnor Syndicate and West
Jersey Mortgage Company, and because of this interest
have been derelict in enforcing the rights which the
bondholders had in case of default in the payment of
principal, interest and taxes on the mortgages made
directly to it as trustee and assigned to it as trustee.

16. That the Guarantee Trust Company certified to
$67,000 of the bonds issued under the agreement of
September 1st, 1911,. with full knowledge of the fact
that it only held in its possession $10,000 of bonds
secured by first mortgages on real estate duly assigned
to it under the terms of the said agreement.

10
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17. That the Guarantee Trust Company, in violation
of the terms of the said agreement of September 1st,
1911, received $67,000 of bonds secured by first mort-
gages on real estate made by the Ventnor Syndicate
directly to it as trustee.

18. That the Guarantee Trust Company neglected
to notify or require the Ventnor Syndicate to deposit
other securities to take the place of the unlawful securi-
ties so held by it as aforesaid, or to take the place of
those upon which there had been a default in interest,
taxes or principal or where the land had depreciated in
value so as to make the mortgage an unsafe investment.

19. That the said Guarantee Trust Company ne-
glected and refused to foreclose the defaulted mort-
gages held by it as trustee as required by section 5 of
the agreement of September 1st, 1911, notwithstand-
ing it has in its possession $600 and upwards of interest
money collected by it which could'have been used for
that purpose.

20. That the said Guarantee Trust Company, on Oc-
tober 16th, 1914, permitted the Ventnor Syndicate to
withdraw a $2,000 mortgage deposited with it under
the said agreement of September 1st, 1911, at a time
when there was a default on all of said mortgages,
either as to payment of taxes or payment of interest, or
both.

21. That the said Guarantee Trust Company has
neglected and still neglects to record in the Clerk’s
Office the said agreement of September 1st, 1911, as
required by section 3 of said agreement.

22, That the said Guarantee Trust Company has
neglected and failed to collect all of the interest due or
to grow due upon the mortgages deposited with it
under the agreement aforestid, and by reason thereof
and of the withdrawal of the $2,000 mortgage afore-
said has permitted the unequal application of a portion
of the said collateral held by it in violation of section
3 of the said agreement of September 1st, 1911.
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Complainant is without adequate remedy in the courts
of law, and therefore prays:

(a) That Guarantee Trust Company, Clifton C.
Sinnn, receiver, of Ventnor Syndicate ; John G. Horner,
receiver of West Jersey Mortgage Company, Cumber-
land National Bank of Bridgeton, John W. Ingersoll,
West Jersey Title and Guaranty Company, Apollonia
Schneider, Christopher Schneider, John W. Hudson,
Mary R. Lippincott, Sarah N. Lippincott, Kate T.
Bower, Georgia F. Neumayer, Grace K. Weatherby,
Alice B. Longworth, Margaret Cooke, Martha M. Mec-
Kee, William G. Saalmann, Pauline Rupprecht, Lizzie
Quigg, Joseph Lavina, Benjamin G. Carll, Stephen
Oberst, Emily Minerd, Lena E. Deppe, Henry D. Grant,
Frederick Thoms, Alice Nuskey, William T. Weeks,
Victoria Realty and Mortgage Company, Hannah L.
Andrews, Gertrude Hollick, George L. Gillingham and
Myrtle R. Moyer, Henry D. Grout, who are the de-
fendants in this suit, may answer this bill of complaint
without oath and each statement therein made;

(b) That an account may be taken of the transac-
tions covering the manner in which the said Guarantee
Trust Company has administered its trust under the
agreement of September ist, 1911;

(¢) That the Guarantee Trust Company may be
removed as trustee under said agreement of September
ist, 1911, and a new trustee appointed in its room;

(d) That whatever amount may be found to be due
from the said Guarantee Trust Company be decreed to
be paid to such trustee appointed in its room;

(e) That complainant have such other and further
relief as may be equitable and just;

(f) That a writ of subpoena may issue commanding
said defendants to answer this bill of complaint and to
abide by such decree as this court may make in the
premises.

Wm. M. Ceevenger,
Solicitor for and of counsel with complainant.

10
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ANSWER.
{Filed January 25, 1918.)

In Chancery oe New Jersey.

The answer of the defendant, Guarantee Trust Com-
pany :

This defendant, Gurantee Trust Company, aswering

10 to bill of complaint, says that—

1, Admits that on September 1, 1911, this defendant
agreed to act as trustee under an agreement in writing
made to secure an issue of bonds of Ventnor Syndicate
guaranteed by the West Jersey Mortgage Company and
that Schedule “A,” attached to the bill of complaint, is
substantially a true copy of said agreement, but for the
exact purport and meaning of said agreement, this de-
fendant refers to the original thereof and offers to pro-
duce same.

20 2. Paragraph 2 and 3, inclusive, are admitted.

3. Deny that the true interpretation of the written
agreement was to require mortgages to be assigned to
the trustee, and says that all that was required was that
the trustee should hold, either by assignment, or as
original mortgagee, bonds and mortgages equal in face
value to the amount of bonds issued.

4. Paragraph 5 is admitted, except that the list of
bondholders and amounts named in Schedule “B” is
not correct at this time, several changes of ownership

30 having taken place since the list of furnished to com-
plainant.

5. Admits that complainant appears on its records as
the registered holder of bonds 6 and 7 for $1,000 each,
issued under the agreement of September 1, 1911, but
says it has no knowledge or information sufficient to
form a belief as to whether complainant was the owner
of said bonds at the commencement of this suit.

6. Paragraphs 7 and 8 are admitted.
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7. So much of paragraph 9 as deals with the interest
due on the mortgages deposited with the trustee as col-
lateral is admitted. This defendant denies that com-
plainant was advised by it that the taxes on all of the
lands covered by all of the mortgages had not been paid
for the years 1913 and 1914, and alleges that complain-
ant’s solicitor was told that the Gurantee Trust Com-
pany had no exact record of what taxes were paid and
what were not.

8 Denies paragraph 10, except admits that it had
$510 of interest which it had collected on the deposited
mortgages. /

9. Denies paragraphs 11, 12 and 13, except it ad-
mits that interest on certain of the collateral mortgaes
is unpaid, despite the efforts of this defendant to col-
lect the same, and that taxes on certain of the proper-
ties covered by the collateral mortgages remain unpaid
despite the demands of the trustee that same be paid,
and that the principal of said bonds, or some of them,
likewise remain unpaid.

10. Denies paragraph 14, except that it admits that
on or about March 5, 1915, it purchased from the West
Jersey Mortgage Company certain bonds of the Young-
McShea Amusement Company of the face value of
$58,000, owned by the West Jersey Mortgage Com-
pany, $42,000 of these bonds, together with other se-
curities, having been deposited with this defendant for
some time previous as collateral security for a loan of
$55,000.

A proposition was presented by the West Jersey
Mortgage Company and accepted by this defendant for
the sale, to this company, of said $58,000 of bonds, at
a price equal to or in excess of their then market value.
Said proposition was accepted, the sale consummated in
good faith and the loan of $55,000 paid off and the re-

maining collateral returned to the West Jersey Mort-
gage Company.

2 CON
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ni. Denies paragraph 15, except admits that Carlton
Godfrey was Secretary of Ventnor Syndicate and also
President of the Guarantee Trust Company.

12. Denies paragraphs 16 and 17, and says that the
bonds and mortgages made directly to the Trust Com-
pany were, in fact, assigned to and deposited with it
within the meaning of the agreement of September 1,
1911.

13. Denies paragraphs 18 and 19, except it admits
that no foreclosure proceedings have been commenced
by it.

14. Admits the withdrawal of a $2,000 mortgage on
October 16, 1914, but says that same was withdrawn in
accordance with the provisions of said collateral agree-
ment.

15. Denies that it was under any obligation to record
the agreement of September 1, 1911, or that the record-
ing of the same would have been of any benefit to the
bondholders.

16. Denies paragraph 22, except it admits that it has
been unable to collect all of the interest due upon the
mortgages deposited with it.

17. The collateral agreement provided (Section 10)
that: “The Trustee shall have full discretion as to the
time and manner in which it shall proceed for the col-
lection of the amount secured by the trust fund or the
sale of any bonds and mortgages therein, and said
Trustee shall not be liable, either to the com-
pany or to the bondholders, for anything except lack

® of good faith or of ordinary care therein.” The Trus-

tee, in good faith, decided that it was not the proper
time tO attempt to collect said collateral by a fore-
closure sale and accordingly devoted its energies to try-
ing to collect the interest on the bonds without fore-
closure or sale, and practically all the bondholders ac-
quiesced in and approved this decision of the Trustee.
No demand was ever made by any bondholder to
foreclose any mortgage deposited as collateral, except a
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demand made by the solicitor of complainant shortly
before the commencement of this suit. This demand
was made on behalf of only 2/yyths of the outstanding
bonds and no offer was made to indemnify the Trustee
against costs and expenses as required by the trust
agreement.
Godfrey, Giddings & Read,
Solicitors of Defendant
Guarantee Trust Company.

REPLICATION.

The complainant joins issue on the answer of the
Gurantee Trust Company.
Wm. M. Clevenger,
Solicitor for and of Counsel
with the Complainant.

20
In Chancery oe New Jersey.
Between
George Conover )
8 ’ ) On Bill, &q
Complainant, .
Final
AND
Guarantee Trust Company et als. ™" earm£-
Defendants.
30

Before his Honor E. B. Learning, Vice-Chancellor,
at the Chancery Cjhambers, Camden, New Jersey, on
Thursday, January 18th, 1917.

Appearances— William M. Clevenger, Esq., for com-
plainant; Hon. Clarence L. Cole, for Guarantee Trust
Company, one of the defendants.

Mr. Carr— If the Court please, in the pending matter,
Conover v. the Guarantee Trust Company, Judge
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Horner, Receiver of the West Jersey Mortgage Com-
pany, asks the privilege of filing a short answer, and
would like the decree pro confesso against him opened
for that purpose. I might say we wrote to Mr. Cleven-
ger some time ago asking him for such privilege, but
for some reason he did not care to grant it. The West
Jersey Mortgage Company has an interest here. We
would like the privilege of participating in the proceed-
ings, and, unless there is some very good reason why
it should be denied, we would like to have that privi-
lege.

The Vice-Chancellor— What is the objection to hav-
ing the receiver of the West Jersey Mortgage Company
answer?

Mr. Clevenger— As I read the answer, if your Honor
please, it was not in accordance with the facts, and I did
not feel that I should consent to an answer being filed
that did not correctly state the facts. There are certain
allegations in my bill concerning the West Jersey Mort-
gage Company, and those facts are open and notorious,
and yet the answer simply says that the receiver has no
knowledge of the transactions and neither admits nor
denies, and it seems to me that where there is no ques-
tion about facts existing that in good pleading it is the
duty of the party pleading to so state, either to admit
or deny. Now, there isn’t any question about the situa-
tion, because I am going to prove those very facts from
the receiver’s books this morning.

Mr. Carr— The answer was drafted a long while ago
and at a time when the receiver did not have any knowl-
edge except as informed by the bill. The answer is
very short. It reads: “Answer of John G. Horner,
Receiver of the West Jersey Mortgage Company, one
of the defendants in the above-stated cause, to the bill
of complaint therein exhibited against him. That said
defendant has no knowledge, information or belief re-
garding the matters and things set forth in paragraphs
i to 22, inclusive, of said bill, except in so far as infor-
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mation is conveyed to him by said bill itself, and this
defendant, therefore, neither admits nor denies the
truth of the allegations of said bill; that if said allega-
tions be true and the complainant is entitled to the relief
prayed for, such relief will be beneficial to this answer-
ing defendant, who, accordingly, joins in the complain-
ant’s prayer for relief as set forth in said bill.” It is
rather a little bit more than we can properly do, I think,
to say that we admit allegations in the bill; from the
later information that we have it is our belief that they
are true, but we do not see that this answer hurts Mr.
Clevenger in any way.

The Vice-Chancellor— Are they the same averments
that it is necessary for you to sustain, Mr. Clevenger,
in order to get the relief sought by the bill ?

Mr. Clevenger— I think so.

Mr. Carr— We have put all of the records at Mr.
Clevenger’s disposal.

Mr. Clevenger— I think every fact I have alleged in
my bill is supported by my examination of the books of
the West Jersey Mortgage Company.

The Vice-Chancellor— I will permit the answer to be
filed.

Mr. Cole— Is the Guarantee Trust Company affected
in any way by the filing of this answer; the Guarantee
Trust Company is the real defendant here?

Mr. Carr— No. We say we neither admit nor deny,
&e.

Mr. Cole— Are you filing this answer with a view of
assisting the complainant ?

Mr. Horner— No; not assisting anybody, just pre-
serving our status; not assisting anybody or hurting
anybody.

The Vice-Chancellor— I have my doubts about the
sufficiency of the pleading in that form. If you want
a cross-bill I guess you will have to file it.

Mr. Carr— We do not want a cross-bill.

10

20
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H HENRY S. STOCKWEEE— DIRECT.

The Vice-Chancellor— I am fearful that this plead-
ing may be designed as a cross-bill. You ask for no
affirmative relief?

Mr. Carr— No; only as it may be awarded in the
original bill. It is a bill filed by Mr. Conover for him-
self and for the benefit of all other bondholders of the
same class.

The Vice-Chancellor— Relief would naturally flow
to you then. Let it be filed.

Mr. Carr— We are not asking for any special relief
different from what Mr. Qonover is asking for under
the general prayer. We may, of course, enter an order
vacating the decree pro con against us?

The Vice-Chancellor— Yes.

Henry S. Stock'weM, a witness produced in behalf of
the complainant, being duly sworn according to law,
on his oath says.

By Mr. Clevenger.

Q. Mr. Stockwell, you are the trustee for the Vent-
nor Syndicate?

A. Yes, sir.

Q. Appointed when?

A. The last of 1915, or early in 1916.

Q. And as such have the custody of the minute book
of that corporation?

A. T have.

The Vice-Chancellor— He is receiver of the
Ventnor Syndicate under the Federal Court, is
he not?

Mr. Clevenger— Yes, sir.

Q. You succeeded Judge Shinn, whoiwas the receiver
of the Court of Chancery?

A. Correct.

Q. Have you in your possession as trustee of the
Ventnor Syndicate the original agreement of Septem-
ber 1st, 1910, set forth in the bill of complaint in this
cause ?
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A. T have not.

Q. Did such an agreement ever come into your pos-
session ?

A. T fail to locate any such agreement. I have a
copy which I received from the hands of some other
person since.

Q. Have you in your possession the minute book of
the Ventnor Syndicate?

A. Yes.

Q. Dbes that contain the by-laws of the Ventnor 10
Syndicate ?

A. Yes.

Q. Is this a correct copy of the by-laws (exhibiting
to witness) ?

A. Yes; I had that made in the office and compared.

Mr. Clevenger— I would like to offer that in
evidence, so as not to require the presence of the

book.
The Vice-Chancellor— Let it be marked.
(Said by-laws marked Exhibit C /.) 20

Q- Clan you turn to the minutes of the meeting au-
thorizing the execution of the agreement of Septem-
ber ist, 1910°?

A. You asked me that question this morning and I
have been going over the minutes to try to locate some
such resolution, but I fail to find in the minutes of the
corporation, at least prior to the date of that agree-
ment, any reference to such an agreement, only such
leference as made in this minute of February ogth, 1911,
page 137 of the minutes. 30

Q. What is that reference?

A. Where it is stated “On mption the officers of the
company were authorized to pay to the West Jersey
Mortgage Company a commission of two per cent, on
the purchase by that company of $41,000 of bonds of
this company, secured by its trust mortgage, and also a

commission of two per cent, on the principal,” and
SO on.
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By Mr. Cole.

Q. What date was that?

A. That is February o9th, 1911, several months be-
fore the date of the agreement, the agreement was Sep-
tember, 1911. \

By Mr. Clevenger.

Q. Turn to the minutes, Mr. Stockwell, and tell me
who were the directors—

Bjy Mr. Carr.

Q. Do you mind stating the page of the minute book,
Mr. Stockwell, that appears on?

A. Page 137.

By Mr. Clevenger.

Q. Who were the directors of the Ventnor Syndicate
for the year 19107?

A. The election is shown on page 115 of the minute
book, meeting of September 21st, 1910. Clement J.
Adams, Clarence M. Brown, Charles C. Carman,
Howard A. Davis, Charles A. Daniels, Carlton God-
trey, P. G. Hannum, Ashley P. Hunter, Howard G
Harris, John A. Ireland, Lewis T. Imlay, Louis
Kuehnle, A. M. Langfeld, John McGlinn, John J.
McGuirk, Daniel W. Myers, Phillip Marvel, J. Byron
Rogers, C. Henry Stinson, Richard B. Stites, J. Davis
Sisler, William F. Wahl, M. D. Youngman.

Q. Who were the officers?

A.. Elected September 21st, 191°, Pafe 1*7 Ne
minutes: President, Howard G. Harris; Vice-Presi-
dent, Clement J. Adams; Secretary and Treasurer,
Carlton Godfrey.

Q. Who were the directors for 1911 ?

A. Elected September 20th, 1911, page 159 of the
minute book: Clement J. Adams, Clarence M. Brown,
Charles C. Carman, Howard A. Davis, Charles
Daniel, Carlton Godfrey, P. G. Hannum, Ashley -
Hunter, Howard G. Harris, John A. Ireland, Lewis 1.
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Imlay, Louis Kuebnle, A. M. Langfeld, John MoGhnn,
John J. McGuirk, Daniel W. Myers, Phillip Marvel,
J. Byron Rogers, C. Henry Stinson, Richard B. Stites,
J. Davis Sisler, Charles F. Wahl, William F, Wahl, M.
D. Youngman.

Q. Did you name Howard G. Harris?

A, Yes.

Q. Who were the officers ?

A. As shown by minute book, page 162, meeting
September 20th, 1911: President, Howard G. Harris; ,0
Vice-President, Clement J. Adams; Secretary and
Treasurer, Carlton Godfrey.

Q. Who were the directors for 1912?

A. Elected at the meeting September 18th, 1912,
minute book page 179, &c.Clement J. Adams,
Clarence M. Brown, Charles C. Carman, Charles A.
Daniels, Howard A. Davis, Carlton Godfrey, Phillip
G. Hannum, Howard C. Harris, Ashley P. Hunter,
Lewis T. Imlay, John A. Ireland, Louis Kuehnle, A.
M. Langfeld, John McGlinn, John J. McGuirk, Philip 2()
Marvel, Daniel W. Myers, J. Byron Rogers, J. Davis
Sisler, C. Henry Stinson, Richard B. Stites, Charles F.
Wahl, William F. Wahl, M. D. Youngman, Thompson
Irvin, St Bartram Richards.

Q. Who were the officers ?

A. 1 might say there is a pencil memorandum opposite
the name of J. Davis Sisler on this minute to the effect
that he died prior to June, 1913, and also a pencil
memorandum opposite the name S. Bartram Richards
‘Sold stock.” September 18th, 1912, minute, page 30
183, the officers elected were President, Howard G.
Hams; Vice-President, Clement J. Adams; Secretary
and Treasurer, Carlton Godfrey.

Q. Who were the directors in 1913 ?

A. Elected "~September 17th, 1913, minutes, page
231: Clement J. Adams, Carlton Godfrey, Phillip G.
Hannum, Howard G. Harris; Ashley P. Hunter, John
A. Ireland, Thompson Irvin, Louis Kuehnle, A. M.

31 con
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Langfeld, John McGinn, Phillip Marvel, Djaniel W.
Myers, J. Byron Rogers, C. Henry Stinson, Richard
B. Stites, Charles F. Wahl, William F. Wahl, M. D.
Youngman.

Q, Who were the officers?

A. Elected September 17th, 1913, minute, 234
President, Howard G. Harris; Vice-President, Clement
J. Adams; Scretary and Treasurer, Carlton Godfrey.

Q. Who were the directors for 1914?

A. Minute of September 16th, 1914, page 249, &
Clement J. Adams, Carlton Godfrey, Phillip G. Han
num, Howard G. Harris, Thompson Irvin, Louis
Kuehnle, A. M. Langfeld, John McGlinn, Phillip
Marvel, Daniel W. Myers, J. Byron Rogers, Richard
B. Stites, Charles F. Wahl, William F. Wahl, M. D
Youngman.

Q. Who were the officers?

A. Elected September 16th, 1914, minute book page
254: President, Howard G. Harris; Vice-President,
C. J. Adams; Secretary and Treasurer, Carlton God
irey.

Q. Who were the directors for 1915?

A. Elected September 15th, 1915, page 266, and so
on: Clement J. Adams, Carlton Godfrey, Phillip G
Hannum, Howard G. Harris, Thompson Irvin, Louis
Kuehnle, A. M. Langfeld, John McGlinn, Phillip
Marvel, Richard B. Stites, M. D. Youngman.

Q. Who were the officers?

A. They did not seem to think it necessary to have

30 any officers, I guess; there is no minute.

By the Vice-Chancellor.
Q. What year is that?
A. That is 1915.

By Mr. Clevenger.
Q. There is no minute of officers?
A. No, there appears to be none.
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Mr. Clevenger—I desire to offer the minute
book in evidence.
(Said book marked Eahibit C 2.)
No cross-examination.

John G. Horner, a witness produced in behalf of the
complainant, being duly sworn according to law, on his

oath says:

3y Mr. Clevenger.

(). Judge, are you the receiver by appointment of the
Court of Chancery of New Jersey of the West Jersey
Mortgage Company? :

A. I am.

(). About when were you appointed ?

A. October 1st, 1915.

Q. Have you the books of the West Jersey Mortgage
Company in court?

A. I have some of them.

Q). Will you tell me what you have?

A. ['have a minute book, which appears to be a min-
ute book of the directors and stockholders meetings, this
being a calf-bound book; I have another book here
which is a minute book of the executive committee’s
meetings, and that extends down to June, 1911, and
another book of the executive committee’s meeting, and
then [ have the journal, ledger and two cash-hooks,
cash-hook number 1 and cash-book number 2, and one
of the many check books or stub books.

L. Now, did you also bring the original check 8057 ?

A. That check is here. Mr. Mead has it.

Q. And did you bring all of the notes that were dis-
u"':umul by the West Jersey Mortgage Company at the
Guarantee Trust Company ?

A. So far as we were able to locate them.

Q. And as named in this agreement ?

A. Yes, sir; as far as we were able to locate them.

Q. Now, have you the original agreement of Sep-
tember 1st, 1910, between the West Jersey Mortgage
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Company, the Ventnor Syndicate and the Guarantee
Trust Company, trustee?

A. T haven't.

Q. Did you find it when you took charge?

A. I did not; I have never seen the original agree-
ment to my knowledge; we have a copy.

Q. That was furnished to you by whom ?

A. My recollection is that was furnished by M.
Sypherd, of the Guarantee Trust Company.

10 Q. It was not an original duplicate ?

A. No, no; it is a typewritten carbon copy.

Q. Now, turn to the minutes showing the by-laws of
the West Jersey Mortgage Company, Judge?

A. In the first book referred to, being the calf-bound
book, on page 9 there is what purports to be the by-
laws of the West Jersey Mortgage Company, adopted
at a meeting held in Atlantic City on November 4th
1904.

Mr. Clevenger— Now, Judge Cole, are you

20 willing that Judge Horner shall have a copy of

those by-laws made and consider them as having
been offered in evidence, without taking the tine
to read them?

Mr. Cole—Yes.

Q. Do you want to do that, Judge, and send them to
me with bill for the services of the stenographer ?

A. Yes. Now, on these by-laws, Mr. Clevenger,
there were some amendments, it is pretty hard—

Q. Will you copy the amendments also?

30 A. I was going to say it is pretty hard to figure out
just where those amendments are, they really dont
amount to very much, as I understand it, changing the
date of meetings, &c.

Q. Will you make a complete copy of the original
by-laws as they are and the amendments as they are.

A. All right, sir; that will be done.

Mr. Clevenger— That copy of by-laws will ke

marked as C 3.
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The Vice-Chancellor— Yes; let it be marked
when produced.

Q. Now, Judge, who were the directors of the West
Jersey Mortgage Company in 1910?

A. Who were the directors for 1910 or those elected
in 1910?

Q. Those elected in 1910.

A. At the meeting held December 14th, 1910, as ap-
pears on page 118 and following of the minutes, the fol-
lowing were elected as directors: Clement J. Adams;
Israel G. Adams; William B. Bell; William S. Cassel-
man; George P. Eldredge; William A. Faunce; Thomas
E. French; H. Starr Giddings; Carlton Godfrey; John
W. Hackney; Louis Kuehnle; J. Willard Morgan;
Frederick C. Robins; J. Byron Rogers; Lewis Starr;
Charles R. Stevenson; Richard B. Stites; Herman M.
Sypherd; John H. Tunstall, and Arthur Wright.

Q. Who were the officers ?

A. According to the minute book, minutes as record-
ed on page 122 of that book, the directors elected on
December 14th, 1910, the following officers: President,
Carlton Godfrey; treasurer, John W. Hackney; secre-
tary, William B. Bell; assistant treasurer, Frederick
C. Robins; assistant secretary, Herman M. Sypherd.

By the Vice-Chancellor.
Q. Who was the president?
A. Carlton Godfrey.

By Mr. Clevenger.

Q. Who were the directors elected for the year 1911 ?

A. According to the minutes, as recorded on page
136 of the book referred to, at a meeting held on De-
cember 13th, 1911, the following-named gentlemen were
elected as directors: Clement J. Adams, Israel G.

ams, William B. Bell, William S. Casselman, George
L ~"ldredg€>William A. Faunce, Thomas E. French,
r' -r Glddings, Carlton Godfrey, John W. Hack-
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ney, Louis Kuehnle, J. Willard Morgan, Frederick C
Robins, J. Byron Rogers, Lewis Starr, Charles R
Stevenson, Richard B. Stites, Herman M. Sypherd,
John H. Tunstall and Arthur Wright.

Q. Who were the officers?

A. According to the minutes as appear on page 140
of the book the directors elected on December 13th,
1911, the following officers: President, Carlton God-
frey; treasurer, John W. Hackney; assistant treas-
urer, Frederick C. Robins; assistant secretary, Herman
M. Sypherd.

Q. Now, Judge, I wish you would go back to 1909,
and see who were elected for 1910?

A. According to the minutes as recorded in book,
page 106 of the book referred to, at a meeting held on
December 8th, 1909, the following-named gentlemen
were elected as directors: Clement J. Adams, Israel G
Adams, William B. Bell, William S. Casselman, George
P. Eldredge, William A. Faurice, Thomas E. French,
H. Starr Giddings, Carlton Godfrey, John W. Hack-
ney, Louis Kuehnle, J. Willard Morgan, Frederick C
Robins, J. Byion Rogers, Lewis Starr, Charles R
Stevenson, Richard B. Stites, Herman M. Sypherd,
John H. Tunstall and Arthur Wright.

Q. And who were the officers for that year?

A. According to the minutes as found on page 110 of
the book, I find that at a meeting held on December 8th,
1909, the directors elected the following officers:
President, Carlton Godfrey; treasurer, John W. Hack-
ney; secretary, William B. Bell; assistant treasurer,
Frederick C. Robins; assistant secretary, Herman M
Sypherd.

Q. Now, go forward to the directors for the year
1913-

A. According to the minute book, as found on page
155 of the minutes, the day apparently fixed by the by-
laws for the holding of the annual meeting in the year
1912 was December nth, 1912. The entry as appears
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in the minutes is as follows: “The regular annual
meeting of the stockholders of the West Jersey Mort-
gage Company was adjourned from this day to January
15th, 1913, at eleven o’clock A. M., as per notice here-
tofore given to the stockholders.” Purported to be
signed “H. M. Sypherd, Assistant Secretary.” Oh page
158 of the minute book I find what purports to be the
record of a stockholder’s meeting, at which the follow-
ing-named gentlemen appear to have been elected
directors: Clement J. Adams, Israel G. Adams, Wil-
liam B. Bell, William S. Casselman, George P. El-
dredge, William A. F'aunce, H. Starr Giddings, Carlton
Godfrey, John W. Hackney, Louis Kuehnle, Frederick
C. Robins, J. Byron Rogers, Lewis Starr, Charles R.
Stevenson, Richard B|. Stites, Herman M. Sypherd,
John H. Tunstall and Arthur Wright.

Q. Who were the officers?

A. According to the minutes, as recorded on page
160 of the minutes, the directors at a meeting held
January 15th, 1913, elected President, Carlton God-
frey; secretary and treasurer, John W. Hackney;
assistant secretary, Herman M. Sypherd; assistant
treasurer, Frederick C. Robins.

Q. Who were the directors elected for. the year 1914?

A. According to the minute book, by an entry ap-
pearing on page 163 of the minutes, the stockholders’
meeting was held on January 21st, 1914, at which the
following-named gentlemen were elected as directors:
Clement J. Adams, William B. Bell, William S. Cassel-
man, George P. Eldredge, William A. Faunce, H. Starr
Giddings, Carlton Godfrey, John W. Hackney, Fred-
erick C. Robins, J. Byron Rogers, Charles R. Steven-
son, Richard B. Stites, Herman M. Sypherd, John H.
Tunstall and Arthur Weight.

Q. Do you find I. G. Adams there ?

A. No, sir.

Q. Do you find Louis Kuehnle there?

A. Do you mean those elected—

10
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Do you find Judge Starr there?

Q. For the year 1914.
A. January 21st, 1914?
Q. Yes.

A. No, sir.

Q.

A.

I do not. On a sheet which is now, and was when
I received the book, pinned to the book there is a type-
written copy or carbon of something— it looks like a
minute that has been written in rough on the typewriter
and not recorded, under date of October 18th, 191:3. It
says, “The resignation of Lewis Starr as a director of
the company was received and accepted.”

Q. Now, who were the officers?

A. At a meeting held February 6th, 1914, according
to the minutes as recorded on page 165, the officers
elected were: President, Carlton Godfrey; secretary
and Treasurer, John W. Hackney; assistant secretary,
Herman M. Sypherd.

Q: Any assistant treasurer?

A. No. There is a minute which says: “Mr. F. C
Robins having sold his stock in the company, no one
was elected to fill the office o*f assistant treasurer, and
the duties heretofore performed by him were trans-
ferred to the. treasurer’s office and an additional com-
pensation of $200 directed to be paid to the treasurer.”

Q. Who were the directors elected to serve for the
year 19157

A. According to the minutes as recorded on page 167
of the minute book, at a meeting held on February sth,
191-5., the following were elected as directors: Clement
J. Adams, William B. Bell, William S. Casselman;
George P. Eld'redge, William A. Faunce, H. Starr Gid-
dings, Carlton Godfrey, John W. Hackney, Raymond
P. Read, J. Byron Rogers, Richard Bl Stites, John H
Tunstall and Arthur Wright.

Q. Who were the officers?

A. There is no record in this book of the election of
officers following the annual meeting of the stockhold-
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ers of February s5th, 1915. I thought there was some
record somewhere, but I can’t put my hand on it at the
present time.

Q, Now, Judge, will you turn to the minute book of
the board of directors and stockholders and tell me the
date of the last minute?

A. The last entered minute here is February sth,

1915*
Q. By whom as secretary?
A. Raymond F. Read. 10

Q. Are there any loose leaves, showing minutes not
entered ?

A. Preceding that; yes.

Q. No; subsequent to that?

A. T can’t find any here. I don’t recall there being
any.

Q. Have you been able to find in that minute book
of the board of directors any authority for the payment
of the $54,000 of notes due by the company to the
Guarantee Trust Company? 20

Mr. Cole— I object to that testimony on the
ground that there is nothing in the bill that
makes that testimony relevant or competent un-
der the terms of the trust agreement.

The Vice-Chancellor— I think it may be re-
ceived and its force determined hereafter.

A. T have not.

Q. Now, you have other minute books here?

A. T have minute books here of what is.known as
the executive committee. /30

Q. The last minute book runs from what date to
what date?

A. According to the endorsement on page 1, from
June 5th, 1911, to blank.

O. What is the date of the last recorded minute in
the executive committee book ?
A. August 19th, 1914.

4 con
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Q. Signed by whom ?

A. Signed by H. M. Sypher, Assistant Secretary.

Q. Now, are there any resignations noted in that ]
minute.

A. Yes, sir.

QL Who resigned?

A. Shall I read the minute or give you my idea of
who resigned?

Q. It doesn’t make any difference.

A. Mr. John W. Hackney resigned as secretary and
treasurer, and Mr. Raymond P. Read was elected a
secretary and treasurer, with the same salary now pad
Mr. Hackney, with the understanding that he was
to furnish an office for the company and pay the
clerk now employed by Mr. Hackney from his com
pensation. Mr. Herman Sypherd resigned as assistant
secretary.

Q. Who composed the executive committee at that
meeting ?

A. Those present were Miessrs. Godfrey, Faunce,
Adams, Hackney and Sypherd. That is the meeting of
August 19th, 1914.

Q. Who formed the executive committee at the pre-
vious meetings?

A. The meeting was July 20th, 1914. Messrs. God,
frey, Adams, Hackney and Sypherd.

Q. Now, in that book have you any loose-leaf mm
utes other than those recorded?

A. Yes, sir.

q How many?

A. Well, T have here two.

Q. What are their dates?

A. One is under date of January 13th, I9X5>and
have one here which is merely a pencil memoranda, an
the date is Mar. 5, without indicating what year.
can only assume that it is March I1915*

Q. Do either of these minutes relate to the transac-
tion by which the Guarantee Trust Company was pad
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the $54,000 of notes due by the West Jersey Mortgage
Company to it?

A. No, sir.

Q. Have you been able to find in the executive com-
mittee minute book any authority for the sale of the
Young-McShea Amusement Company bonds and the
payment of the notes due to the Guarantee Trust Com-
pany ?

A. T think not. I don’t recall it.

Q. Were you able to find in the minute book of the
board of directors, referred to in your testimony a few
moments ago, anything authorizing the sale of the
Young-McShea Amusement Company bonds?

A. No, sir.

Q. To the Guarantee Trust Company?

A. No, sir.

Q. Is there anything in the books of the company
iwhich you have been able to find showing any authority
for the transaction involving the sale of those Young-
McShea Amusement Company bonds to the Guarantee
Trust Company and the payment of $54,000 notes ex-
cepting the entries that are made in the books of ac-
count ?

A. That is the only entries I find— except the re-
turned notes, if they be authority.

Q. But no authority to consummate the transaction
iwas given, so far as you know ?

A. Not so far as I recall from looking over- the
ibooks, except I saw the notes of this company, which
were apparently held by the Guarantee Trust Company,
Iwhich were apparently due, some of them are due now
ianyhow, long since due.

Q. Now, you were able to find no other minute book
except those you have given or the loose slips ?

pi No, sir.

I Q. Now, Judge, whom did you employ to go over
[your books?
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A. When I took charge of the West Jersey Mortgage
Company affairs, in accordance with the orders of this
court, I found that the account books of the company
had not been written up for nearly, if not quite, possibly
over a year; I wouldn’t like to say an exact date. The
accounts were in the main, if not entirely, upon a lot
of loose sheets, which, together with the check book
and the stub book, seemed to constitute the books of
the company for the period. I found a young man asa

10 clerk in the employ of the company at Atlantic City,
and I secured his services for a time, under the control
and supervision of Mr. Frederick L. Mead, a certified
accountant, and the books were brought up to date, that
is, up to the date of the receivership, the entries being
made in a different color ink, and then Mr. Mead has
examined the books of the company generally, not in
detail but specifically in detail as to different matters to
which we have directed his attention.

Q. And he is the most familiar man—

20 A. Oh, yes.
Q. — with the books ?
A. He is the man that is familiar.
Q. Now, are you willing that I shall use him to get
the information I desire from the books?
A. Perfectly, if he has it— anything in the books. I
have no desire to conceal anything.
Mr. Clevenger— Judge Cole, are you willing
I should use him?
Mr. Cole— Certainly.
30

Cross-examination, by Mr. Cole.

Q. Do the books of the West Jersey Mortgage Com-
pany show that there was an indebtedness from that
company to the Guarantee Trust Company of $54,000?

A. 1 say substantially the answer is yes; I wouldnt
exactly say the figures were right, Judge Cole.

Q. And how was that indebtedness evidenced?
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A. That is a long story, and Mr. Mead has the story,
has the whole story worked out.

Q. I know, but I want to ask you.

A. T can get the papers and the work of Mr. Mead.
It is something that ran through several years; I
wouldn’t attempt—

Q. Is there evidence in the books of such indebted-
ness ?

A; There is evidence of an indebtedness, yes, sir.

Q. And do the books show how it was satisfied?

A. It shows a payment; yes, sir.

Q. Does it show in what way it was paid?

A. Judge, I really— Mr. Mead went over that two
or three times with me, but not in the last day or two.
I have forgotten the details. I think it shows that a
check was given and then by closing the accounts.

Q. Did the Guarantee Trust Company hold col-
lateral for that obligation ?

A. According to the information which we have,
yes, Sir.

Q. And what was your information about it?

A. Collateral note which came into my possession as
receiver.

Q. How?

A. A collateral note which came into my possession
as receiver.

Q. What was the collateral called for?

A. T will have to look at the note. By reference to
the notes I find that the indebtedness of the West
Jersey Mortgage Company was evidenced, according to
our theory, by several collateral notes, and they are
what may be called the usual customary form of col-
lateral notes, and in some of them the blank left for
the insertion of collateral is still blank and in others
there are entries. The one I have before me now, for
instance, dated December 14th, 1914, for $3,000, pledges
és collateral four $1,000 First Mortgage Gold Bonds,
Ventnor Syndicate, six per cent., due 5/19/14, and

10
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three $1,000 bonds Young & MeShea Amusement
Company, six per cent., due 3/1/22. Did you want
me to go on with each one of these, Judge.

Q. Oh, no; I thought you had it condensed in some

A. It is in a tabulation which I didn’t work up.

Q. I only wanted to see whether you knew.

A. T know some of the things.

Q. Well, now, do you know what the aggregate of
the indebtedness was?

A. I can by looking about when it was paid. At
the time of the statement which I have it was $54,000.

Q. Now, do you know with what it was paid?

A; $54,831.50 was paid by a check of the West
Jersey Mortgage Company to the order of Guarantee
Trust Company, under date of March 4th, 1915.

Q. Well, now, do the books of the West Jersey
Mortgage Cornpny show where it got that $54,000 to
pay this obligation?

A. They show a sale of the bonds, of the Young-
McShea Amusement Company bonds, coincident almost
with the issuance of this check and the receipt of the
proceeds of those bonds.

Q. And what was the proceeds of the sale of the
bonds?

A. $55,100.

Q. Now, will you read, please, into the minutes the
powers of the executive committee of this company, as
shown by its by-laws?

A. Article 4. Section 1.

By the Vice-Chancellor.

Q. What by-laws?

A. Of the by-laws as recorded on page 14 of the
minute book. They read as follows: “There may be
an executive committee consisting of the president,
treasurer, secretary, and four members of the board of
directors. They shall hold office until others are
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chosen in their stead. All vacancies in said committee
shall be filled by a majority vote of the committee.
The executive committee shall meet at such times as
shall be fixed by the committee, and shall also meet at
the call of the president. The executive committee
shall exercise all of the powers of the board of direc-
tors when the latter is not in session.”

By Mir. Cole.
Q. Read the powers of the board of directors,
please ?

By Mr. Clevenger.

Q. Is there any notation showing a change of that?

A. No, sir; I didn’t notice any change there. The
original by-laws, as I find them recorded on page 11

of the minute book, section 3, article 2, reads as follows :

“All the corporate powers shall be and are hereby
vested ni and shall be exercised by the board of direc-
tors. Express power and authority are hereby con-
ferred upon the board of directors from time to time
to borrow on the credit and responsibility of the cor-
poration such sums of money as they may deem neces-
sary or proper for the purposes and interest of the
company, in such form and for such time as they may
deem proper, and to pledge or mortgage any or all the
stocks, bonds, securities or other estate, real or per-
sonal, belonging to the company as security for the pay-
ment of such loans and advances.”

By Mr. Cole.

Q. Was there an amendment to that?

A. Yes, sir. Under date of November 21st, 1904, I
find a minute recorded on page 22 of the minute book
which adds a new section to the article, but it relates
tc board of directors and reads as follows: “Any and
all vacancies which may from time to time occur in the
membership of the board of directors may be filled by

10
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30
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the board, and the terms of members so chosen shall
expire at the next annual meeting of the stockholders.”
Q. No other amendment so' far as powers are con-
cerned ?
A. None that I have been able to locate, Judge.

Frederick L. Mead, a witness produced in behalf of
the complainant, being duly sworn according to law, on
his oath says:

10 By Mr. Clevenger.
Q, Where do you live, Mr. Mead?
A. Merchantville, N. J.
. And your business.
. 30 North Third street, Camden.
. What is your business ?
. Certified public accountant.
. How long have you been such?

Q

A

Q

A

Q

A. Twenty years.
Q. Authorized to act by the State of New Jersey?
A .

Q
e

A

O . Yes, sir.
. Were you employed by Judge Horner to go over
the books of the West Jersey Mortgage Company?
. Yes, sir.
Q. Have you done so?
A. T have.
Q. You are very familiar with the contents of the
books ?
A. T think so.

O Now, first, while we are on the subject of notes,
A M%‘.G Mead, take up package No. 4.
Yes.
Give me the amount of that note?
$8,000.
The date of it?
Mr. Cole— I want to make the same objec-

tion to the testimony that is about to be offered

cror

by this witness.
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The Vice-Chancellor—I will let the testimony
be received. You may have the benefit of the
objection. Can’t all this be tabulated? Are you
going through a whole list of notes?

Mr. Clevenger—Yes, sir.

The Vice-Chancellor—Can’t you tabulate it?

Mr. Clevenger—I do not believe 1 can, the
way I want it, if your Honor please. If you
will let me finish my examination on the books,
[ will try to get it as clear as I can and tabulate 10
in concise form.

A. No. 4, $8,000.
. The term?
Two months.
. Any collateral stated in it?
. No, sir.

The Vice-Chancellor—This, 1 wunderstand,
was a note from the Mortgage Company to the
Guarantee Trust Company ?

Mr. Clevenger—Yes, sir. 20

. When was that note due?
. November 23d, at two months.

3y Mr. Cole.
). The year? You didn’t give the year?
A. 1914.

ju,
-

" Mr., Clevenger.

e et

When was it paid?

March 6th, 1915. It was due in January.
[t was over-due when paid?

Yes, sir.

+ N Bl T - \
. /fu = (G ==

Now, who made the note?

he West Jersey Mortgage Company, Raymond
P. Read, treasurer.

Q. In whose favor was it?

A. Gurantee Trust Company.

5 CON
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Q. Is there any collateral named in that note?

A. None mentioned.

Q. Is it a collateral form?

A. Yes, sir.

Q. That note was given in renewal of what?

A. In renewal of the original sum of $14,000.

Q. Was that a collateral note?

A. Yes, sir.

Q. Where is it?

A. I don’t have it. All of these renewals aren’t here.

Q. Then you don’t know whether that original note
had collateral in it or not?

A. No; I don’t.

Q. I notice you have pinned to the note two plain
notes?

A. Yes.

Q. Give me the amounts and the dates of those and

when due?

A.

The first one, July 20th, 1914, $8,000, due in two

20 months, which would make it September 21st. Septem-
ber 21st, 1914, $8,000, in two months, due November

»0

23d.

Croropror»lo

Mr. Clevenger— I desire to offer those in
evidence, if your Honor please.
Mr. Cole— Same objection, for the same rea-
son.
The Vice-Chancellor— Objection overruled.
Let them be marked.
(Said package marked Exhibit C 4.)
Now, take No. 10. The amount?
$3,000.
The date?
December 14th, 1914.
The term?
Two months.
Any collateral named in it?
Yes, sir.
What is the collateral?
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Four $1,000 First Mortgage Gold Bonds, Vent-

nor Syndicate, six per cent., due 5/19/14; three $1,000
bonds, Young-McShea Amusement Company, six per

cent., due 3/1/22.

Q. Who was the maker of that note?

A. West Jersey Mortgage Company.

Q. Payee?

A. Guarantee Trust Company.

Q. When was it paid?

A. March s5th, 1915. 10

Q. Was it overdue then?

A. Yes, sir.

Q. That note was given in renewal of what?

A. In renewal of $12,000, originally.

Q. Have you that note there?

A. No. '

Q. Have you any other notes there relating to that
transaction ?

A. Yes, have several, but not the entire sequence.

Q. How many of them were collateral ? 20

A. All

Q. How many ot them have collateral named in
them?

A. All which I have have collateral named in them.

Q.
A

PO PO O PO

2/2i,

Do they name the same collateral?
Yes.

Mr. Clevenger— I offer that package in evi-
dence.

(Said package marked Exhibit C 5.)

Package No. 11. Amount? 80
$9,000.

The date?

November 9th, 1914.

The term ?

Two months.

Any collateral mentioned?

Yes; three mortgages for $5,000 each, dated
the year is left blank, at three years, given by
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Ventnor Syndicate to West Jersey Mortgage Company,
on lots in Margate City.

Q. When was the note paid— stampted paid?
A. March s5th.
Q. Was it overdue?
A. It was.
Q. Is that note given in renewal of another note?
A. Yes.
Q. Have you the note there?
A. No, I don’t have it.
Q. Have you any other notes there?
A. Yes, two of them.
Q. Relating to the transaction?
A. Two others.
Q. Do they state any collateral?
A. Yes.
Q. The same collateral?
A. Just the same.
Mr. Clevenger— I desire to offer that in evi-
dence.
(Said package marked Exhibit C 6.)

Q. Package No. 12. The amount?
A. $4,000.
Q. The date?
A. December 28th, 1914.
Q. The term?
A. Two months.
Q. Any collaterals mentioned?
A. None mentioned.
Q. Is the note stamped paid?
A. Yes.
Q. As of what date?
A. March 5th, 1915.
Q. Was it overdue when paid?
A. Yes.
Q. Now, was that given in renewal of any other note?
A. Yes, in renewal of a $10,000 note.
Q. Have you that note here?
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A. No, sir.

Q. Have you any other notes there relating to the
transactions ?

A. Three, all of the same amount.

Q. All collateral notes?

A. Yes.

Q. Do they mention the collateral ?

A. One of them.

Q. Which one?

A. Two of them. One dated June 24th, 1914— 10

Q. Mentions what collateral ?

A. Two mortgages given by Ventnor Syndicate to
West Jersey Mortgage Company, aggregating $4,000,
covering lots 5, 6, block 86 A; -three $1,000 bonds,
Young & McShea Amusement Company, six per cent.,
due 3/1/22.

Q The next one was dated what date?

A. July 18th, 1914.

Q. Payable when? >

A. Two months. 20

Q. And covered what collateral?

A. Mortgage, Ventnor Syndicate to West Jersey
Mortgage Company, for $5,000, covering lot 7, block
88 B., Margate City, N. J.; three $1,000 bonds, Young-
McShea Amusement Company, six per cent., due
3/1/22.

Q. In the note paid there is no collateral mentioned
alt&.u?None at all. 80

Mr. Clevenger— I offer that in evidence.
(Said package marked Exhibit C 7.)

Q. Package No. 13,

A. Yes.

Q Amount?

A. $10,000.

Q Date?

A. November 16th, 1914.

Q. Term?
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Two months.

Any collateral mentioned in it?

In the original, yes.

No, in this one?

No.

When was that stamped paid?

March 5th, 1915.

Was it overdue at the time of payment?

It was.

Was that given in renewal of another note?
Yes, sir.

Have you the note?

Yes, I have three of them.

Is collateral mentioned in any of the notes given

crror

Crorororor

in renewal?

A. Yes, in two of them.

Q. Which two were they?

A. The first two that I have.

Q. Give me the dates and the collateral mentioned?

A. Dated July 13th, 1914, $10,000, at two months,
two mortgages, Ventnor Syndicate to West Jersey
Mortgage Company, aggregating $10,000, covering
property in Margate City, lots 7, 14, 86 B.; six $1,000
bonds, Young & McS'hea Amusement Company, six per
cent., due 3/1/22.

Q. Same collateral in the renewal of that note?

« A. It doesn’t describe the same lots, it does the six
bonds.

Q. Now, what lot does the renewal describe?

A. Two mortgages, Ventnor Syndicate to West Jer-
sey Mortgage Company, for $5,000 each, covering lot
14, 88 A., and lot 14, 88 B., Margate City, N. J.

Q. Now, the next renewal mentions no collateral?

A. No collaterals, and the last note paid mentions no
collaterals.

Mr. Clevenger— I offer that package in evi-

dence.
(Said package marked Exhibit C 8.)
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Q. Package 15. Amount?

A. $5,000.

Q. Date?

A. December 7th, 1914.

Q. Term?

A. Two months.

Q. Any collateral mentioned?

A. Yes, sir.

Q. What is it?

A. $8,000 bonds, Young-McShea Amusement Com- 10
pany, 5 twenty-year gold bonds, six per cent., due
3/1/22.

Q. When was that note paid?

A. March 5th, 1915.

Q. Was it overdue when paid?

A. Yes, sir; it was overdue.

Q. Now, was that note given in renewal of others?

A. Yes, sir.

Q. Have you those renewals there ?

A. T have. 20

Q. Do any of them mention collateral?

A. All of them.

Q. What collateral?

A. $8,000 bonds, Young-McShea Amusement Com-

pany, 5 twenty-year gold bonds, six per cent., due
3/1/22, the same thing.

PO PFPOPLO >0

Mr. Gevenger— I offer that package in evi-
dence.

(Said package marked Exhibit C p.)

Package 16. Amount? 80
$5,000.

The date?

November oth, 1914.

Term?

Two months.

Any collateral mentioned?
Yes, sir.

What?
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Six $i,000 bonds, Young-McShea Amusement

Company, six per cent., due 3/1/22.

OO PFPO>O

POPFPOPO PO

When was that paid?
March 5th, 1915.
Was it overdue when payment was made?
It was.
Was that given in renewal of other notes?
It was, yes, sir.
Do they mention the same collateral ?
The same collateral, yes, sir.
Mr. Clevenger— I offer that pacakage in evi-
dence.
(Said package marked Exhibit C 10.)
Package 17. The amount?
$5,000.
Date?
December 21st, 1914.
Term?
Two months.
Any collateral mentioned?
Six $1,000 bonds, Young & McShea Amusement

Company, six per cent., due 3/1/22.

SEg gL

When is that stamped paid?

March 5th, 1915.

Was it overdue when payment was made?
It was overdue.

Any renewals there?

Yes, sir.

What collaterals do they mention?

The same collateral.
Mr. Clevenger— I offer that pacakage in evi-

dence.

(Said package marked Exhibit C 11.)
Package No. 18. The amount?
$5,000.

The date?
November 16th, 1914.
Term?



FREDERICK E. MEAD— DIRECT. 41

A. Two months.

Q. Any collateral?

IA. Yes, sir.

Q. How much?

A. Ten $1,000 Young & McShea Amusement Com-
pany bonds, six per cent., due 3/1/22.

Q. Marked paid when?

A. March s5th, 1915.

[Q Overdue when paid?

A. Tt was overdue. »q

Q. Have you: any renewals there?

A. Yes, sir; the same collateral.

Mr. Clevenger— I offer that in evidence.
(Said package marked Exhibit C 12.)

O. Now, according to the records, Mr. Mead, none
of these notes were renewed when they came due, but
they laid in the bank unpaid, did they not?

A. That is what appears.

Q. And all of those notes are signed by the West
Jersey Mortgage Company, by Raymond P. Read, go
Treasurer?

A. Yes, sir.

Q. And they are all drawn to the order of the Guar-
antee Trust Company?

A. Yes, sir.

Q. And they are all, with the exception of package
No. 4, of the regulation collateral note form used by
the Guarantee Trust Company?

A. Yes.

Q. Now, the record also shows, does it not, that all 39
of these notes when they came due, previous to the last
note in the series, had been renewed regularly ?

A. Yes.

Q. None of those notes were protested for non-pay-
ment, according to the records, were they?

A. No, sir.

Q. Now, Mr. Mead, will you turn to your ledger ac-
count?

6 con
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Mr. Cole— May I ask him a question right
now, before I forget it?
Mr. Clevenger— Certainly.

By Mr. Cole.

Q. You were asked whether they were protested.
Have any of them an endorser?

A. T didn’t notice.

Q. Other than the payee?

A. No, I don’t think so. I haven’t noticed any ex
dorser on any of them.

By the Vice-Chancellor.

Q. Can you give me, Mr. Mead, the aggregate
amount of the notes that appear to have been paid m
that day and the aggregate amount of the ollateral?

A. Yes.

Mr. Clevenger— I was going to come to that

By Mir. Clevenger.

O. Now, Mr. Mead, the total of those notes that
were paid on March s5th, 1915, is what?

A. $54,000.

0. Now, how much par value of Young & McShea
Amusement Company bonds were there with the notes
as named in the notes?

A. These that were paid?

Q. Yes, sir.

A - 1 will have to count it up.

Q. I am speaking, Mr. Mead, of those that were
paid, mentioned in those that were paid, the last mote
paid.

A. $313,000.

Q. Aren’t you mistaken in that?

A. No; $33,000.
Q. Now, how many of the Young & McShea bonds,

par value, is there mentioned in the notes coming w
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prior to these that were paid and that were not carried
forward in the notes that were paid?
The Vice-Chancellor— That is, in which the
collateral is not carried forward?
Mr. Clevenger— Yes, sir.
A. $9,000.

By the Vice-Chancellor.

Q. That is in addition to those that are—
A. Yes, the $33,000.

Q. Repledged?

A. Yes.

By Mr. Clevenger.

Q. So that the greatest number of these bonds, par
value, that could have been claimed under the notes
which you have there, assuming that it was intended
that they should all be with the company as collateral,
would be $42,000?

A. $42,000.' ’ 1

By the Vice-Chancellor.

Q. Weren't there some prior notes that you did not
have?

A. Yes, some renewals of which these are the result.

Q. They may have contained still further additional
collateral, may they not?

A. Yes, it is possible.

Q. And each note pledges its collateral for all future
renewals, does it not?

A. Yes.

By Mr. Clevenger.
Q But, Mr. Mead, there are no other notes that
were paid or due from the West Jersey Mortgage Com-

pany to the Guarantee Trust Company other than
those there?

A. No others, no, sir.

10
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Q. Now, will you turn to your ledger account,
Young & McShea Amusement Company.

The Vice-Chancellor— But am I right, M.
Clevenger, in saying that some of these notes
are renewals and contain no listed collaterals?

Mr. Clevenger— Yes, sir.

The Vice-Chancellor— And am I right in say-
ing that some of the notes which they renewed
may have contained listed collaterals of which

10 we have no account?

Mr. Clevenger— I don’t know.

The Vice-Chancellor— Well, have you the
data to show that that is not so?

Mr. Clevenger— Not yet, no, sir. I may have.

The Vice-Chancellor— Because the renewal
would, carry with it the old collateral, without
being re-specified in the extension note, provid-
ing, of course, the collateral was retained.

Mr. Clevenger— I may have that later, but I

20 haven’t it now. I cannot show that by this wit-
ness.

Q. How many Young & McShea Amusement Com-
pany bonds did the West Jersey Mortgage Company
own?

A- $62,500.

Q. From whom were they purchased?

A. The first purchase was 6-25-06, they purchased.
$12,500 of bonds at par and accrued interest.

Q. Turn to Journal C. 21 and see from whom it was

30 purchased, if you haven’t the memorandum there.

A. The check was drawn to the order of Godfrey
& Godfrey.

Q. From whom was the next purchase made?

A. July 27th, 1906, purchased of John h. Young,
$50,000 of bonds.

Q. For how much?

A. For $48,000, that is at 96.

Q. What did they do with the $2,000?
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A. Credited it to profit 'and loss.

Q. How does the account show anything with regard
to the disposition of those bonds?

It shows they were sold.

When?

March s5th, 1915.

To whom?

Guarantee Trust Company.

For how much?

$55,100. 10
I would like you to turn to cash-book, page 160,
and give me the exact language there.

A. March 5th, 1915. Bonds, Young & McShea
Amusement Company, from Guarantee Trust Com-
pany, $58,000, at 95, $55,100, interest $38.67.

Q. Now, what was the next sale?

OPOPrOo>0 P

By the Vice-Chancellor.
Q. That is debit cash-book entry, is it?
A. Yes, sir; received from the sale of the bonds. 20

By Mr. Clevenger.

Now, isn’t there a journal entry there, J. 96?
Yes.

And May 26th; J. 102?

No, I think 96 is the one you want, the next sale.

That is the next sale, is it?
Yes.

Let us have that.
This was where they transferred these bonds in

payment of a mortgage which they were compelled to

take up, as I understand, from Thompson & Smathers,
attorney.

PO PO LOP>O

Q. They being pressed for a mortgage?

A. Yes, and they transferred these bonds at 9o.
Q. Now, read that entry.

A. Mortgages debtor to bonds, Young & McShea
Amusement Company, $4,050, Thompson & Smathers,
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attorneys for Margaret Mehring, $4,500 of Young &
McShea Amusement Company bonds, at 9o, to be ap-
plied on account of purchase of mortgage under guar-
antee, A250, balance due to complete purchase paid in
cash. See cash book, page 169.

Q. What was the date of that?

A. May 26th, 1915.

Q. Now, turn to page 102 in the journal and tell me
what the entry is under date of September 30th?

10 A. This is a profit and loss adjustment to balance
this loss on these bonds.

Q. And that closed out the account of the Young
& McShea Amusement Company?

A. Yes, with a loss of $3,3150.

0. Now, turn to your check book, Mr. Mead, and
tell me on what date was deposited the money which
was received by the company from the Guarantee Trust
Company as the proceeds of the sale of these bonds?

A. March 5th, 1915.

20 Q. And what was the amount received ?

A. $5,5,138.67.

Q. Now, from the stub of that check book tell me
when the check was given to pay the $54,000 of notes
and accrued interest?

March 4th, 1915.

The day before?

The day preceding.

And what was the number of the check?

8057.

And what does the stub show?

Guarantee Trust Company, on account of notes
payable, principal $54,000, interest $331.50.

30

o> O>Oo X

By the Vice-Chancellor.
Q. The account was kept in what bank ?
A. Guarantee Trust Company.
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By Mr. Clevenger.
Is that the return voucher 8057?
That is (producing paper).
Read the whole thing right into the record.
Read the printed matter, too?
Everything, yes.
No. 8057. West Jersey Mortgage Company.
Atlantic City, N. J., March 4th, 1915. Pay to the
order of Guarantee Trust Company $54,331.50, in fig-
ures, and then written fifty-four thousand three hun- 10
dred and thirty-one and 50/100 dolars. In payment of
on account of notes payable to the Guarantee Trust
Company, Atlantic City, N. J. Carlton Godfrey, presi-
dent. Raymond P. Read, Treasurer.

0. How endorsed?

A. No endorsement.

Q. Stamped what?

A. Stamped paid.

Q. What date?

A. 3/5/15- 20

Q. Now, turn to the ledger, Mr. Read, bils payable
account ?

A. Yes, sir.

Q. What was the balance due to the Guarantee Trust
Company, according to the bills payable account, on
January 1st, 19157

A. $54,000.

Q. And that account was balanced by this check?

A. Yes, sir.

The Vice-Chancellor— Well, the substance of
this transaction, as I understand it, is that the
collateral were either sold to some one else or
taken over by the Guarantee Trust Company at
a little in excess of the debt— is that right?

Mr. Clevenger— No, sir, you are too broad
in your assertion.

The Vice-Chancellor— Well, I want to be cor-
rected. I did not mean to be.

PO PO PO
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Mr. Clevenger— You will recollect that the
company had $62,500 of these bonds, and the
greatest amount, according to those notes, that
the company could have was either $33,000 or
$42,000. You see, the notes expressly name
$33,000 of these bonds as collateral, by inference
you could add $9,000 more, making the total
$42,000, but under no circumstances did they
ever have the balance of the $62,500.

The Vice-Chancellor— Well, that may be, but
can’t we find it out very easily? I understand
that some of these notes, of which the later ones
are renewals, cannot be found. They may have
listed other collaterals. The Guarantee Trust
Company books would show in a moment what
collateral they had.

Mr. Clevenger— I will have the books of the
Guarantee Trust Company at the adjourned*
hearing in Atlantic City.

Q. Now, Mr. Read, what was the condition of the
bank account of the West Jersey Mortgage Company
immediately before the deposit of this Guarantee Trust
Company check of $55,138.67?

A. Tt was overdrawn.

Q. How much?

A. About $1,600, with the qualification, if the checks
were issued as they were dated.

Q. Just say that again.
A. Qualifying that statement, if the checks were is-

sued as dated it was overdrawn, they were drawn up by
the book.

By Mr. Cole.
Q. Issued and delivered, I suppose you mean?
A. Yes.

By Mr. Clevenger.

Q. By that you mean that there are checks noted on
the stubs and entered in the cash book as paid that might
not have been delivered at that particular time?
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A. Yes, on that day.

Q. But assuming that the paid checks noted in the
cash book and canceled and returned by the bank were
paid and issued on that day they were; overdrawn
$1,600?

A. Yes.

Q. Referring to the bills payable account, was there
any discount by the Guarantee Trust Company in favor
of the West Jersey Mortgage Company between Jan-
uary ist and March 5th of 1915 covering a new loan?

A. A new loan to the West Jersey Mortgage Com-
pany?

Q. Yes.

A. No, sir.

Q. What was the date of the last new loan?

A. March 12th, 1914, but I am not clear that that is
from the Gurantee Trust Company.

Q. What is the amount of it?

A. Qash book no. Yes. March 12th, 1914, bor-
rowed of Guarantee Trust Company on our note at two
months, $i5,000.

Q. Now, turn to the cash book No. 2, under date of
March 4th, 1916, and give me the exact language of
the entry of the check paying the $54,000 notes?

A. 19157

Q. 1915; yes, sir.

A. Notes payable. Paid Guarantee Trust Company
account notes payable, in full, $54,000. Interest, ditto,

that is, paid Guarantee Trust Company, ditto, inter-
est on above notes, $331.50.

Q. Now, Mr. Read, give me the list of assets which
the receiver had in his possession when he took charge ?

A. Well, this was the list of assets as prepared by
we from the books of the company.

Mr. Clole I want to offer an objection to
this question as not being relevant to any issue
made by the bill or anything to do with the Trust
Company.

7 con
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Mr. Clevenger— I think it goes to the isme
of the bill. I say that this company, while it
was acting as trustee, took for its own bendfit
from this company, the West Jersey Mortgage
Company, its principal asset. Now, I do mt
think that is the act of a conscientious trustee in
protecting the interests of its cestui que tnst

The Vice-Chancellor— I will let you make
your proofs.

Q. Answer the question, Mr. Mead.

A. West Jersey Mortgage Company, statement of
assets and liabilities, September 3oth.

Q. What was the date this relates to?

A. September 3oth, 1915.

Q. The date of the receivership?

A. Yes.

Q. Six months later than the transaction in ques-
tion ?

A. Yes. Assets, bonds, Margate Company, $i4>
750; bonds, Ventnor Syndicate, $2,000; band,
Young’s Pier & Hotel Company, $84,000. Those ae
bracketed and set forth in Schedule A. Collections ac-
count, Schedule B, $n 543965* Mort" es recei{*
able, Schedule C, $136,275. Notes receivable, Schedule
D, $21,515.58, Accrued interest receivable, Schedule
E, $60,208.86. Real estate, parcel No. 1, $3-664.73-
Real estate, parcel No. 5, $11,000. Real estate, par
cel No. 7, $14,262.46. Real estate, parcel No. §
$3,392.72, Those four are bracketed and becone
Schedule F. Accrued rents receivable, $187.50. Mk
tual Building and Loan Association, $311. Office fi-
niture and fixtures, $328. Cash to receiver, $65803
Total', $594,083.513,

Q. Now, can you say, Mr. Mead, if that statane
had been materially changed between January 1st, 19!5>
and, the time the receiver took charge, excepting by t e
sale of the Young & McShea Amusement Copany
bonds that you have just been testifying about?
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A. Well, that would be hard for me to state off-
handed, there were certainly a number of changes.

Q. Well, had there been any material assets taken
from the company other than the $62,500 of bonds of
the Young McSlhea Amusement Company?

A. T couldn’t state that, Mr. Clevenger.

Q. Your examination has not gone to that phase of
the case?

A. No.

Q. DP you know of any assets that were sold other ,10
than the Young & McShea Amusement Company bonds
between January 1st, 1915, and the date the. receiver
took charge?

A. No; I don’t.

Q. You havent found anything?

A. No.

Q. Now, the collection accounts, Schedule B, $115,-
439,65, consists of moneys which the company had ad-
vanced for interest on mortgages under its guarantee?

A. That is right. %P

Q. Now, the mortgages receivable, of $136,275, con-
sisted of what?

A. Mortgages owned by the company.

Q. Of which one is $75,000—

A. Yes.

Q.—the Ventnor Syndicate, on the Mbntpelier ave-
nue property?

A. That is right.

Q. And that has since been wiped out by foreclosure,
hasn’t it? r?0

A. T believe so.

The Vice-Chancellor— Do you mean by a
foreclosure of a prior mortgage ?

Mr. Clevenger— Foreclosure of that mort-
gage.

Q. And how much realized, Mr. Mead?

A. Why, I will have to ask the receiver. That hap-

pened very recently and I haven’t seen the entry for
it yet. Very little.
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Very little, you say?
I am afraid so.

Mr. Horner— We will state the figure, if the
court wants it.

The Vice-Chancellor— I suppose counsel are
willing that Judge Horner shall state?

Mr. Cole— I haven’t any objection who states
it. I object to it all; I do not think it is com-
petent.

The Vice-Chancellor— You may state, Judge
Horner.

Mr. Horner— This mortgage when I was ap-
pointed receiver was under foreclosure at the
suit of the West Jersey Mortgage Company.
Subsequently, at the sheriff’s sale I, as receiver,
acquired title to the property, and since then
as receiver have sold the property and the sale
has been confirmed by this court and we expect
settlement in a day or two. $12,250.

The Vice-Chancellor—-That was the amount
realized ?

Mr. Horner— Yes, sir.

Mr. Gevenger— While you are on your feet,
the $140,000 mortgage on Margate is now
under process of foreclosure also?

Mr. Horner— No; the mortgage preceding,
some of them. That isn’t a mortgage, that is
a bond.

Mr. Clevenger— A second mortgage bond?

Mr. Horner— Yes, sir. Part of it has been
foreclosed.

Mr. Clevenger— And $200,000 of first mort-
gage is now being foreclosed and you are a party
to the proceeding?

Mr. Horner— Yes, sir.

Mr. Clevenger— And covers land in Margate
City?

Mr. Horner— Yes, sir.
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Mr. Clevenger— Now, Judge, can you tell me
how much mortgage is ahead of the $84,000 of
Young’s Pier & Hotel Company bonds which
you hold?

Mr. Horner— I think about $900,000, I think
that is about it, $900,000.

Mr. Clevenger— Now, have you been able to
get any of these advances, these collection
accounts of $115,000°?

Mr. Horner— A great many of the mortgages
have been foreclosed, in which the receiver has
been made a party defendant, setting up his
claim, subsequent, of course, to the claim of the
holders of the mortgage, and I think in only
about two or three instances, out of the fore-
closure of probably a hundred or hundred and
fifty mortgages, have we been able to receive
anything.

Mr. Clevenger— Have you realized anything,
and, if so, how much, from the sale of the real
estate?

The Vice-Chancellor— Well, I did not suppose
we were going to switch and make Judge
Horner a witness. Hadn’t you better reserve
this until you finish with the witness on the
stand ?

Mr. Clevenger— That was the last question I
had.

The Vice-Chancellor— Very well, then:
Judge, answer that queston, if you can.

Mr. Horner— Not over $3,000. It was sold
at different times and I received part payment
and then final payment, but without going
through the books I should say not over $3,000.

Mr. Cole— Just a moment. I want to ask
Judge Horner whether he undertakes to apply
or express any reason for the loss of the West
Jersey Mortgage Company on these mortgages ?

iq

20
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Mr. Horner— You are speaking about rea
estate now?

Mr. Cole— Yes, real estate, any of these prop-
erties. You said nothing had been realized, that
is, substantially nothing. Do you undertake to
give any reason for that?

Mr. Horner— I know that when the property
is offlered for sale we do not seem to be able to
get bidders to buy it.

10

By Mr. Clevenger.

Q. Mr. Mead, will the books of the company show
if the West Jersey Mortgage Company advanced the
interest to the Guarantee Trust Company to pay the col-
lateral bonds under the agreement of September ist,
1911, under the terms of its guaranty?

- A. T haven’t noticed any such items under that
heading.

Q. Do the books show that they advanced any money

20 to pay the principal of those bonds?

A. No, sir.

Q. Do you know if the books show as a fact that
the West Jersey Mortgage Company ever paid any
of the interest due on those bonds directly to the
holders of the bonds?

A. I don’t think they do.

Q. Do you know whether they did or not?

The Vice-Chancellor— They did, as a matter
of fact, didn’t they?

30 A. I am not qualified to answer that. That would
require an analysis of the interest account, all the pay-
ments on account of interest; it might not show in the
entry, just state interest paid.

The Vice-Chancellor— I think I recollect testi-
mony of some of the holders of the mortgages
in some other litigation that we have had to the
effect that they received their interest from
either the Guarantee Trust Company, after the
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Ventnor Syndicate had defaulted, or else'from
the West Jersey Mortgage Company, I cannot
recollect now which; at any rate, after there had
been a default by the mortgagor the interest con-
tinued to be paid by somebody in a number of
instances that I recall. '

Cross-examination, by Mr. Cole.

Q.

Wasn't there a little interest paid by the West

Jersey Mortgage Company? Don’t your books show

it?

oo P

Yes, sir.

On account of these—

On the guarantees alone.
Now, how much money, approximately?

Well, they have advanced interest here, as I have

just stated, $115,000.
Q. You gave those figures, did you?
A. Yes.

By Mr. Clevenger.

Q. You mean the guarantee of the mortgages?
A. Yes.

Q. Not the guarantee of the bonds?
A. No.

The Vice-Chancellor— I had reference to the
guarantee of the mortgages.

Mr. Clevenger— That is a little different situ-
ation— a different situation entirely. These are
the bonds. I will go into that a little more in
detail at the next hearing, when I will have the
books of the Guarantee Trust Company to show
where they got the interest to pay on these bonds;
they will show absolutely whether it came from
the West Jersey Mortgage Company or not.

The Vice-Chancellor— Yes; I know nothing
about what was done toward making good their
guarantee of bonds.

10

20
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By Mr. Cole.

Q. Am I right in thinking that the transfer of the
bonds of the Young & McShea Amusement Company
to Thompson & Smathers and those that were sold to
the Guarantee Trust Company comprised all the bonds
which the West Jersey Mortgage Company held of the
Young & McShea Amusement Company?

Mr. Clevenger— You used the word “sold” to
the Guarantee Trust Company.

A. Yes, that is right.

Q. Now, you say of those that went to the Guarantee
Trust Company the par value was $58,000?

A. Yes.

Q. And what per cent, is that of the par value of
the bonds? Have you figured that out?

A. Why, they sold them at 95.

Q- 957

A. Yes.

Q. Now, do you undertake to say how many of the
bonds of the Young & McShea Amusement Company
the Guarantee Trust Company held as collateral for
loans ?

A. Yes.

Q. Eh?

A. Yes.

Q. Well, I mean— you have reference, of course, to
the notes ?

A. No. You asked me about collateral, didnt you

Q. Yes.

A. T have a memorandum of the collateral.

Q. Well, will you read it into the record?

A. $42,000 Young & McShea bonds; $30,000 mort
gages of the Ventnor Syndicate; $4,000 bonds of the
Ventnor Syndicate, and $8,000 of mortgages of the
West Jersey Mortgage Company; I am not quite cer-
tain what mortgages they were.

Q. Where did you get that memorandum which you
just read? Is that from the books of the Mortgage

Company ?
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A. No, that was made from a memoranda and in-
; formation from Mr. Smith, who kept the books, which
we confirmed, I think.

Q. Kept what books, do you mean?

A. These books.

Q. So that when you say that the Guarantee Trust
Company had $42,000 of bonds of the Young-McShea
Amusement Company as collateral you are stating what
|[you understand the books show* ?

A. Yes. A vV i .

o+ There may have been more bonds handed by the
company to the Guarantee Trust Company that were
not down on the books, may there not ?

A. There may have been; yes, sir.

Q So that your testimony regarding the $42,000 is
based upon what the books show?

A. Surely.

Q And when you said that this company hadn’t any
right to have more than $33,000 or $42,000— 1 have
forgotten which of the bonds of this company to pay
the obligations you were simply testifying to the con-
dition of the books, is that right ?

A. Yes.

By Mr. Clevenger.

Q And when you say now that they had $42,000 of
the bonds you are giving the Guarantee Trust Com-
pary the benefit of the doubt as to the $qoo00?

A Yes. -

Mr. Clevenger— All the minute books and
notes and ledger and journal are offered in evi-
dence, and all other books brought into Court
and described in the testimony are offered.

(Said exhibits, in addition to those already
marked, marked as follows :

Directors’ minute book, W. J. Mtg. Co., C. 13.

Two Exec. Comm, minute books, same com-
ply» C 14 and C 15, respectively.

8 CON
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Journal, same company, C 16.
Ledger, same company, C 17.
Clash book No. 1, same company, C 18.
Cash Book No. 2, same company, C 19.
Stub of check book, same company, C 20) 1
Mr. Clevenger— And, Mr. Mead, will youl&
the stenographer have one of those notes o
copy at the bottom of the testimony so as to gt
the form?
Mr. Mead— Yes.
Adjourned until Monday, February s5th, 1917, at A
lantic City, N. J.

Resumed, before his Honor, E. B. Learning, Viee-
Chancellor, at the Chancery Chambers, Atlantic Gty
New Jersey, on Monday, February sth, 1917.

Appearances: William M. Clevenger, Esq., foi
complainant; Hon. Clarence L. Cole, for Guarantee
Trust Company, one of the defendants; Harvey Fj
Carr, Esq., for John G. Horner, Receiver of the West
Jersey Mbrtgage Company, one of the defendants.

James G. Scull, a witness produced in behalf of the
complainant, being duly sworn according to law, m
his oath says.

Bly Mr. Clevenger.

Mr. Stull, where do you live?

Ventnor.

What public position do you hold ?

Tax Collector.

Have you inspected the books of your office re-
ative to the unpaid taxes on certain lot numbers that j

SEASR LS

gave you ?
A. I have; yes, sir.
Mr. Clevenger— I might add, if your Honor

pleases; that we have agreed with counsel that
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rather than have the duplicates brought here,
Mr. Scull, who has made an examination of the
books and has made notes, may testify from his
notes.
[ Q Will you produce your notes, Mr. Scull ?
I A. (Witness complies.)
I 0. Referring to block 108 B, will you tell me the
laxes for each year, commencing with 1912, covering
Jot 4, which are unpaid ?
A. Taxes 1916, unpaid.
Q. The amount?

Mr. Cole— I want to have noted my former
objection to all this testimony, that it is irrele-
vant to the issue.

The Vice-Chancellor— Yes.

A. $62.45.
Q. How about 1915?
1915 are unpaid.
How much?
$56.47.
How about 1914?
1914 were sold to Karl Schaffer.
What was the taxes ?
The amount paid by Schaffer was $76.09.
How about 1913?
1913 they were also sold to Schaffer.
How much?
Schaffer paid $70.65.
How much?
$70.65.
1912 paid?
1912 was paid.
Q. Now, take lot 5 in the same block: Was 1916
jpaid? If not, how much is due?
A $62.45.
Q How much?
A $62.45.
Q Was it paid?

POPOPOPOPOPOP»O P>
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That was unpaid.
10152

$5647.

Paid?

Unpaid.

I9H?

Sold to Karl Schaffer.
Taxes?

He paid $76.009.

19137

Was 1912 paid?

1912 was paid.

Now, for lot 6 in the same block?
1916, unpaid.

The amount ?

$62.45.

19157

1915 was unpaid.

The amount ?

$56.47.

IgI4?

1914 was sold to Karl Schaffer.
Unpaid ?

Schaffer paid Ventnor $76.09.
19137

It was also sold to Karl Schaffer.
How much paid?

$70.65.

Take lot 7?

1916 taxes unpaid.

The amount?

$30.32.

19157

$117.84.

Unpaid?

Unpaid.

CPOrOPOPOrOFOPOrO POPO POPOPOPFO»OP0 P OO0 2 »

Now were the taxes for 1912, 1913 an
that lot paid, Mr. Scull?

Sold to Karl Schaffer; he paid $70.65.

d 19H m
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1A Yes, sir.
Q. Now, take lot 11, in that same block, starting it
with 1916?
1916 taxes, lot 11, $62.45.
Paid?
It is unpaid.
19!5?
$56.47.
Paid?
It is unpaid.
19H?
1914 taxes was sold to Karl Schaffer.

The Vice-Chancellor— It is now time for ad-
journment. Cannot counsel agree that the wit-
ness make a written statement and submit it, so
that the stenographer can copy it, and save the
necessity of his coming back? -

PO PO PFEO PO P

Mr. Cole— I guess so.

Cross examination, by Mr. Cole.

Q. Mr. Scull, these bills that you have before you,
from which you were testifying, were made from the
books of Ventnor?

A. Yes, sir.

Q. And they are correct?

A. They are correct.

Q. As showing the taxes unpaid on these lots about
which Mr. Clevenger has asked you ?

A. Yes, sir.

Q. Correct?

A. Yes, sir.

The Vice-Chancellor— Now, will you consent
that he give the balance of his testimony in a
written statement that Mr. Clevenger can hand
in this afternoon and the stenographer copy in
the record?

Mr. Cole— Yes, that is satisfactory.

10
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Mr. Clevenger— Yes, and I want each lot that
has been sold to Karl Schaffer or anybody else
indicated as having been sold.

By Mr. Clevenger.

Q. Mr. Scull, what is the rate that is paid by de-
linquent tax owners?

A. Penalties?

Q. Penalties, yes. -«

A. Prior to 1915 it was twelve per cent.

Q. Right straight through— either before or after
sale?

A. Yes, sir, before or after sale.

Q. Now, after that date what was the rate?

A. 1915 and 1916 is eight per cent.

Q. Before or after sale?

A. That was before and after the sale, eight per cent.

Q. Eight per cent, up to the sale and eight per cent,
after the sale since 1915?

A. Yes, sir.

Q. Now, are all of these properties unimproved prop-
erties ?

A. Yes, sir.

Q. That is, vacant lots?

A. Vacant lots.

At this point a recess was taken until two o’clock
P. M.

Hearing resumed after recess, in the presence of the
respective counsel heretofore noted.

Mr. Clevenger— If your Honor please, the tax col-
lector of Ventnor left with me tax bills for the years
1912, 1913, 1914, 1915 and 1916, which I would like
to offer in evidence in lieu of the books, and I will

tabulate them a little later on.
(Said package of bills marked Exhibit C 21.)

A. Gertzen|, a witness produced in behalf of the com-
plainant, being duly sworn according to law. on his
oath says:
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By Mr. Clevenger.

Q. Mr. Gertzen, where do you live?

A. Margate City.

Q. What is your official position?

A. Why, tax collector.

Q. Now, Mr. Gertzen, have you made a search of
your records showing the unpaid taxes against lot 9
in block 9, lot 16 in block 11, lots 8 and 16 in block 12,
lot 7 in 86 A, lots 5, 7, 11, 12 and 13 in 88 A?

That is right.
And 13 in 88 B?
That is correct.
From 1912 down to and including 1916?
. Why, these block numbers are all for 1912 as you
call them off, but 1914 and 1915 they changed the block
numbers and changed all the names.
But it covered the same land?
It covered the same land.
Have you made a schedule there?
I have got them all on paper here.
Mr. Clevenger— I would like to off this in evi-
dence, if your Honor please, in lieu of the books.
The Vice-Chancellor— That is satisfactory, is
it, Judge Cole?
Mr. Cole— I think so.
The Witness— This is an exact copy of the
tax books.

Q. Now, Mr. Gertzen, what rate do taxes bear in
Margate when they are unpaid— what rate per cent.?

A. Sir?

Q. What rate per cent, do taxes bear in Margate
when they are unpaid ?

A. Why, twelve per cent, up to 1915, and 1915 it is
eight per'cent., 1916 it is eight per cent., plus interest.

Q. Have any of these properties been sold for taxes ?

A. None of them, not to my knowledge.

Q. And none of these taxes have been paid which
you have in your hand?

> O >o P
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A. Yes, some of them are on here.

Q. They are not paid as shown on this schedule, are
they?

A, Yes, some of them are paid, block 9,—

The Vice-Chancellor------ Does your list show
which are paid and which are not?

Q. Does your schedule show whether they are paid
or unpaid?

A. Yes, sir; there are only three of them on here
paid,

Cross-examination, by Mir. Cole.

Q. In those cases where the taxes have been paid on
the lots that list will show it?

A. This will show it here,; yes, sir. I took this
right off the books.

O. Now, does that show the assessed value of the
lots ?

A. T got the assessed values on all of them.

Q. They are on here, too?

A. Yes, sir; I have got the size of the lots and
everything, only the size differs some years from others,
I don’t know what is the reason for that.

Q. In other words, whatever is on the papers you
have in your hand is correctly copied from the books
of the collector?

A. Yes; I did that last night.

Q. You did the work yourself?

A. Oh, yes; I wouldn’t let anybody else do that.

(Said paper marked exhibit C 22.)

Charles H. Jeffries, a witness produced in behalf of
the complainant, being duly sworn according to law, on
his oath says.

By Mr. Clevenger..

QL Mr. Jeffries, where do you live?

A. Atlantic City.

Q. Are you connected with the Guarantee Trust Com

pany?
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A. Yes, sir.

Q How long have you been connected with it?

A. Ever since they were organized.

Q. And that goes back how many years?

A. Since 1900

Q. What position have you held since that time?

A. Secretary and treasurer.

Q. Now, have you the minute books of the company?

A. T have some of the books.

Q And have you the minute books of 1910 down 10
to date?

A. Yes, sir.

Q. Will you please turn to>the 1910 minutes.

A. (Witness complies.)

Q. I want the names of the directors who served for
the year 1910.

A. Shall T read them ?

Q. Yes.

The Vice-Chancellor”-This is of which com-
pany? 20
Mr. Clevenger— Of the Guarantee Trust Com-

pany.

(. Have you made a schedule from the minutes, Mr.
Jeffries, of the directors elected to serve for the Guar-
antee Trust Company for the years 1910, 1911, 1912,

IogH> Ig9l5 and 19162

A 1915,

Q And 1916?

A 1915.

Q Including 1915? 30

A Yes, sir.

Q And have you that there?

A Yes, sir.

Q@ Is that a correct copy from the minutes ?

A Yes, sir.

Q Now, have you noted on there the officers for
those respective years ?

9 coN
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A. Yes, sir; and date of election.
Q. And the date of their election?
A. Yes, sir.
Q, And is that a correct copy from the minutes?
A. Yes, sir.
Mr. Clevenger— I would like to offer that in
place of taking the time to read them
(Said schedule marked exhibit C 23.)
Q. Now, Mr. Jeffries, have you culled out from your

10 minutes everything that relates to the purchase of the

20

Young-McShea Amusement Company bonds from the
West Jersey Mortgage Company?

A. T have; I have the records here.

Q. Will you produce them and read the records.

A. Do you want the whole minute?

Q. Commence at the earliest and read the whde
record, that is, the whole record relating to the Young-
McShea Amusement Company transaction.

A. Under date of March 4th, 1915, a motion was
made and adopted as follows: “On motion, the dfiicas
in conjunction with the present examining connittee,
were authorized to offer to purchase from the West
Jersey Mortgage Company a suffident amount of
Young-McS'hea Amusement Company bonds, due 1922
at 95, to produce a sum sufficient to pay off the notesof
the West Jersey Mortgage Company, amounting
$54,000, now held by this company.” The falowing
meeting of March 8th,—

By Mr. Cole.

Q. What date was that? ¢

A. March 4th, 1915. The following meeting o
March 8th, 1915, a motion was made and adopte &s
follows: “The officers reported that they had, under
the authorization given under date of March 4”» Pm
chased $58,000 of the Young-MicShea Amusemen
Company bonds, due 1922, at 95, from the pr *
of which the notes of the West Jersey Mortgage L
pany, amounting to $54,000, were paid in full.
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By Mr. Clevenger:

Q Now, have you any other record in the minutes
of your company relating to the purchase of these
bonds?

A. No, sir.

Q They are the only two minutes that appear?

A Yes, sir.

Q Now, have you any minutes relating to the in-
debtedness of the West Jersey Mortgage Company to

the Guarantee Trust Company ? io

A T have a couple of committee reports which are
engrossed— examining committee reports which are
engrossed in the minutes, and in those reports the
anount of the West Jersey Mortgage Company paper
and the amount of collateral is specified.

Q Will you tell me what those reports are, with
regard to the West Jersey Mortgage Company only?

A Under date of November 28th, a committee re-
pat dated November 24th—

Q What year?

A. November 28th, 1913, a committee report dated
November 24th, 1913, was read and adopted, and in
that report this mention is made: “Regarding the inter-
relations between the several companies mentioned in
the last report, we find that we have loaned to the West
Jersey Mortgage Company $43,000 upon collateral con-
sisting of $32,000 in bonds of the Young-McShea
Amusement 'Company, $31,000 mortgages on Ventnor
Syndicate property, and $4,000 in Ventnor Syndicate
bonds, appraised in all $52,500; total collaterals
7000 total loans, $52,500.”

Q Now, there is a reference there, Mr. Jeffries, *'
te—using the word “inter-relations.”

A. Inter-relations.

Q What does that refer to?

Mr. Cole— If you know, Mr. Jeffries. If you
do not know do not undertake to say. It is not
your report, is it?

So
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A. No, sir.

Mr. Clevenger— No, but it refers to some-
thing which has occurred in the report itself. I
don’t want to delve into the whole report, but
want to know what that refers to. I want as
much from the report as will show what it
refers to.

The Vice-Chancellor— It refers to a previous
report, I think.

Mr. Cole— I have no objection to Mr. Jeffries
reading whatever is there, but I do not want
Mr. Jeffries to put his interpretation upon the
language somebody else has used.

The Vice-Chancellor— Well, as he read it I
thought it referred to the minutes of a previous
meeting.

Q. Just read that again.

A. It says, “Regarding the inter-relations between
the several companies mentioned in the last report.”

Q. Now, turn to the last report, Mr. Jeffries.

A. That report is as of July 213d, 1913.

IQ. What is the mention there with regard to the
West Jersey Mortgage Company, the Ventnor Syndi-
cate or the Guarantee Trust Company, that has a bear-
ing upon this report that you just read?

A. Pertaining to the West Jersey Mortgage Com-
pany it states, “In the case of the West Jersey Mort-
gage Company, it is very important that this board
should know what mortgages on land in Margate and
Ventnor have been guaranteed as to principal and in-
ttrest by the West Jersey Mortgage Company,” Do
you want me to read on?

By Mr. Cole.

Q. Anything else that has reference to that?

A. It don’t pertain to the West Jersey Mortgage
Company, only mentions one or two other companies.
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By Mr. Clevenger.

Q What are the names of the other companies ?

A. “As to the West Jersey Securities Company and
the Atlantic Title Company, it is important for your
board to know how much of their assets is confined to
land or mortgages on land in Margate and Ventnor.
These three companies are heavy borrowers from the
bank, and it is the duty of the board to investigate as
tothe securities of these companies.”

Q Now, is there anything there relative to the Vent-
nor Syndicate ?

A. Here is further mention concerning the West Jer-
sey Mortgage Company loans: “We hold four notes
given by the West Jersey Mortgage Company aggregat-
ing $30,000, secured by Ventnor Syndicate mortgages.
The committee feel that the aggregate of these four
notes should be reduced at least one-half by satisfactory
monthly payments, so that the said reduction will cause
the aggregate of these notes not to exceed $15,000 by
January 1st, 1914.”

By the Vice-Chancellor.
Q This is a report of what committee?

A. Report of our committee on examination, quar-
terly report.

By Mr. Clevenger.

Q What date was that?

A. July 23d, 1913.

Q Does it say how much collateral was with those
$30000 of notes and what it was ?

A. Not in this report, apparently.

Q Does the schedule attached there show it?

A Not on this report.

Q On a subsequent report?

A. The one I—

Q I mean at that meeting.

A T do not see any further reference to the West
Jersey Mortgage Company.

10

20

go



10

20

30

70 CHARLES H. JEEFRIES— DIRECT.

O. Now, have you seen anything in there relative to
the Ventnor Syndicate?

A. It mentions a certain loan to the Ventnor Syndi-
cate.

Q. What does it say?

A. “We also find two notes, one of $2,500 and one
of $1,500, of the Ventnor Syndicate, secured by a mort-
gage of the Willamac Realty Company to the Ventnor
Syndicate, and we are advised that the $2,500 note is
to be paid at once. If said note of $2,500 is paid at
once we are willing to pass a $i,5°° note on
collateral.”

Q. Does it say what the collateral is?

A. On the same collaterals.

Q Now, what action did the board take at that meet-
ing on that report with regard to the West Jersey Mort-
gage Company?

A. A motion was made as follows: “On motion the
officers were ordered to carry out the recommendations
of the report as' near as they possibly could.”

Q. Now, what action was taken on the report of No-
vember 28th, 19137

A. Action upon the same was deferred until the next
regular meeting, which was as of December ist, and
then the report of the committee on examination for
the third quarter was again read, and, on motion, t e
same was ordered received, spread upon the minutes
and the committee’s services discontinued.

Q. Any further action taken relative to the West Jer-
sey Mortgage Company loan?

A. Not shown in here.

Q. Now, have you been able to find any other entries
there, Mr. Jefferies, relative to West Jersey Mortgage
Company or Ventnor Syndicate matters.

A. Only to the effect that the officers were instructe
to ask that where collateral consisted of the stockso
the Ventnor Syndicate, West Jersey Mortgage, W
Jersey Securities, &c, that other collateral be subsU-

tuted.

same
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Q. Now, refer to that and give me the dates.

A. September 30th, 1915.

Q What is the minute?

A. “On motion it was decided that where stocks of
the West Jersey Mortgage Company, West Jersey Se-
curities Company and Ventnor Syndicate are held as
collateral in this company other securities or satisfac-
tory endorsements be furnished.”

Is that the first entry of that kind in the books?
Yes, sir.

And following that?

Not concerning that; no, sir.

That is, you mean not concerning—

The substitution.

The substitution?

Yes, sir.

Are there other minutes relative to the companies ?

AMr. Clevenger, I just don’t know what you mean
by that.

0. Have you any other minutes there that relate to
the West Jersey Mortgage Company or the Ventnor
Syndicate, in any way, shape or form? If so, give me
the date.

A. A motion relative to delivery of certain mort-
gages to John G. Horner, Receiver of the West Jersey
Mortgage Company.

Q. What date?

A. April 20th, 1916.

Q. No, I don’t want that. Prior to that date, Mr.
Jeffries?

A. T don’t know of any.

Q. Now, have you any minutes on your records .that
in any way relate to the administration of the trust
imposed upon the Guarantee Trust Company by virtue
of the agreement of September 1st, 1911, executed be-
tween the Guarantee Trust Company, the Ventnor Syn-
dicate and the West Jersey Mortgage Company?

A. None that I can find.

OPOPZPOPOP»LO
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Q. Do your minutes show that your Trust Officer or
any other officer of the company made a report to the
board concerning the administration of that trust?

A. I don’t find any, Mr. Clevenger.

Q. Do the minutes of the board show that it was ever
reported to the board that the mortgages held under
that agreement of trust were in default for interest?

A. The minutes do not so show.

The Vice-Chancellor— There will be some ac-
ceptance of the trust, probably, on the face of
the instrument, won’t there?

Mr. Clevenger— Well, its execution and ac-
ceptance is admitted by the pleadings, if your
Honor please.

Mr. Cole— These questions concern the ad-
ministration of it.

O. Do they show that any report was made to you
relative to the taxes being in arrear for the land cov-
ered by the mortgages held under that agreement of
trust?

A. T think not.

Q. Was there any report of any kind or character
ever made to the board by any person or corporation or
individual concerning the administration of that trust
or the securities held by it?

I think there were several.

Now, when were they?

I couldn’t tell you.

Well, do they appear on the records?

No, they do not appear here.

Then the reports were verbal and not recorded.
Reports were offered by Mr. Sypherd, our Trust
Officer, who is in charge of the trust business.

But not made a part of the minutes?

No, not that I can find.

Were they in writing?

I don’t know, Mr. Clevenger.

POPFOPFOX

B

Weren’t you present?
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A. Yes.

Q. Well, how were they made to the board when you
were present, verbally ?

Verbally.

No reference to them in the minutes at all ?

Sir ?

No reference tp them in the minutes at all?

None that I find.

Do you know when they were made?

No.

Don’t remember the dates?
A. No.

Q. Do you know what action the board took upon
them?

A. T think Mr. Sypherd had better tell you, or Mr.
Godfrey.

Q. No, I am asking you, Mr. Jeffries.

A. No, I can’t tell you.

OroPOoror

By the Vice-Chancellor.

Q. These reports that you have in mind were of what
nature?

A. They were reports concerning the handling of the
matters by the Trust Officer.

Q. Yes, but covering what feature of the trust?
What were the reports about? Defaulted interest, or
anything of that kind that you can remember specific-
ally?

A. Concerning mostly the condition of the proper-
ties.

By Mr. Clevenger.

Q What did you say, condition of the properties,
M. Jeffries ?

A. Yes, which the mortgages were supposed to cover.
Q What do you mean by “the condition of the prop-
erties?”

io con
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A. Condition of the real estate that the nortgages
covered.

O. That is, you mean that the real estate was &
predating in value?

A. So reported because‘of the washouts and soon

Q. That is, the real estate was depreciating in vae
because of the washouts— so reported to you?

A. St> I understood.

Q. How early did that report come in to you?

A. T can’t give you the date.

Q. Was it in 19107

A. T couldn’t say just the time. It was about tte
time of this big storm we had here.

Q. You don’t remember when that storm was?

A. No.

Qx Now, what action did the board take upon et
report ?

A. I don’t know what action was taken, but what-
ever was taken was with the object of re-arranging the1
collateral.

Q. What collateral?

A. The collateral we had, collateral mortgages.

Q. Well, re-arranging with whom? 1

A. Re-arranging with— you have reference to tte
collateral held on the side, now ?

Q. I never knew of any collateral on the side. I

A. I mean the collateral— you are talking about tte
West Jersey Mortgage loans, Mr. Clevenger?

Q. I am talking about the agreement of Septenber
1st, 1911; that was the trust agreement upon which
the Ventnor Syndicate bonds were issued.

A. T couldn’t tell you as to the details of the agree-
ment. J

Q. Well, T asked you what action the board too;
upon that report that the property was rapidly dgre
dating ? —_—

A. At the time I made the answer I had in nun
collateral of the West Jersey Mortgage Company, cool
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g5

_\-mgmg of mortgages, as to what we had as a part of

ages
X the collateral against which the bonds were issued 1

know nothing about it.

Q. Well, now, do you mean that there is a report
45 to the condition of the mortgages held as collateral
by the Guarantee T'rust Company for the loan of $54,-
00 to the West Jersey Mortgage Company ?

value

A. I mean to say that there was various—at various
times the collateral that we held was discussed and—

0. Whose collateral ?

A. The collateral that we held in connection with
the West Jersey Mortgage Company loans.

(). Now, have you been talking about the loans of
the West Jersey Mortgage Company or have you been
talking about reports concerning the collateral held with
the trust agreement of September 1st, 1QI17?

it the

1 that
A. I was talking concerning the loans of the West

what- IR Jersey Mortgage Company.
o he (). When you said that there was a report made to
4 your board that the land had depreciated in value be-
ause of the washouts caused by the storm, did you
tefer to the collaterals held by the Guarantee Trust
Company with the West Jersey Mortgage Company
0dns ¢
A Held by the Guarantee Trust Company with the
West Jersey Mortgage Company loans.
at the ). Yes; now, when was that?
\ That was shor tly after the tides washed aw ay the
ember beach,
which (. I'want the date of that. 56
A Tdon't know that T can give you the date of it.
agree: (. Wasn't that the minute of July 1st, 19137
: A Do you mean July 21st?
| took 0. You had 2 minute there where they directed
Ti'hlftlrm from $30,000 to $1 5,000. I want to know
tYou had reference to the collateral with that loan?
A Tt must refer to that, Mr. Clevenger.

depre-

nd the
con-




10

20

y charges h. jeffriFs— direct.

Q. Then the washout down the beach was as early
as 1913, is that right?

A. About that time, I should judge.

Q. As early as 1913, the Guarantee Trust Company,
by its minutes, was deeply concerned about the mort-
gages which it held as collateral on the land down there,
is that right?

A. If that was around the date of the storm, yes.

Q. In other words, your interest in those securities
commenced with that storm?

A. Shortly afterwards.

Q. And you felt then that there had been a depre-
ciation in land values and mortgage values there?

A. The board of directors did.

Q. And you were a member of the board of directors?

A. No, sir.

Q. Now, Mr. Jeffries, you say that Mr. Sypherd re-
ported verbally to the board two or three times con-
cerning the administration of the trust agreement of
September 1st, 1911. Why didn't you enter his report
on the minutes?

A. If T remember it correctly, the matters were
always discussed by Mr. Sypherd and Mr. Godfrey in
general, their opinions asked for, and they considered
that the trust agreement was legally drawn and would
take care of itself.

Q. But that don’t explain why you did not make a
minute of what took place?

A. If there had been any motions made, Mr. Cleven-
ger, they would have been in my minutes.

Q. Well, do I understand that no motion was made
based upon those verbal reports?

A. Not that I can find a record of.

Q. Then do I understand that no action was taken
by the board based upon those verbal reports?

A. There was a general discussion as a rule, an
after the opinion of our attorney was given there was
no need of any action.



CHARLES H. JEFFRIES— DIRECT. 77

Q. (Question repeated.)

A. Only, as I say, the report of the attorneys, their
opinion.

Q. Who was the attorney?

A. Messrs. Godfrey, Giddings & Read. Mr. God-
frey was our legal adviser.

Q. And was Mr. Godfrey giving the opinion then to
the board ?

A. T think they considered it his opinion.

Q. Then do I understand that there was no action
taken upon those verbal reports?

A. So far as I can find in the minutes.

Q. Well, I want to know, Mr. Jefifiries, if there was
any action taken, not if any action appears by the min-
utes, but whether there was any action taken upon the
reports ?

A. None other than what I have explained.

Q Well, what have you explained?

A. Only the custom of-—

By the Vice-Chancellor.

Q What are these reports, now, you are speaking
of that were made orally? Are you dependent upon
your memory about it ?

A. If questions were asked by any of our directors
of either Mir. Sypherd or Mr. Godfrey, the Trust Offi-
o and President, they would explain concerning it, the
trust agreement, whatever referred to it.

By Mr. Clevenger.

Q Now, Mir. Jeffries, going back again, I would like
tc know what reports were made to the board by word
°f mouth concerning the administration of the agree-
et of September ist, 1911?

A. Tcan’t recall.

Q Now, I want to know what action was taken upon

cee reports that were made to the board by word of
mouth?
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A. T can’t recall.

Q. Now, I would like to know what recommenda-
tions Mr. Sypherd and Mr. Godfrey made to the board
by word of mouth relative to the administration of the
trust agreement of September list, 1911?

A. Questions were put to these officers.

O. What questions?

iA. Certain questions were put to them as to our posi-

Q. Well, what questions?

A. T can’t recall them.

;Q. Well, what answers were made by Mr. Sypherd
and Mr. Godfrey to the board?

A. T can recall on one or two> instances that the
trust agreement was read before the board, parts of it

Q. Now, I ask you again, what answers were made to
the board by Godfrey and Mr. Sypherd ?

A. T can’t recall those, Mr. Clevenger.

Q, Then all that you remember about these verbal
reports which were made to the board about the trust
agreement of September 1st, 1911, is that on two occa-
sions the trust agreement was read to the board?

A. T won’t say fully read, I think parts of it were
discussed and read.

Q. On how many occasions— one or two ?

A. I can’t say the number.

Q. You don’t remember?

A. No

Q Now, on what dates was this trust agreement read
to the board?

I can’t give you that.
About when?
I can’t recall, Mr. Clevenger.
Was it before or after the wash-out?
. Oh, it is after.
Q. It was the time when you had become concerme
about valuations down there, was it not?

>0 pro P

A. T should imagine so.
Q. Well, aren’t you sure it was?
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A. Yes; I am positive.

Q. Now, you mentioned a while ago, Mr. Jeffries,
about some collateral on the side concerning this agree-
ment of September ist, 1911. What do you mean by
that ?

A. T only mean that— whatever securities were held
under the trust agreement.

Q. Other than the minutes which you have read to
me have you any minute of any report or action taken
upon the Young-McShea Amusement Company collat-
eral held for the loans of the West Jersey Mortgage
Company ?

A. No.

Q. Other than the minutes which you read to me
have you any minutes of the company calling the loans
of the Ventnor Syndicate or the West Jersey Mortgage
Company because of the depreciating condition of the
collateral ?

A. No.

Q. Now, can you give me any reason, Mr. Jefferies,
why you made no minute of the report of Mr. Godfrey
and Mr. Sypherd concerning the administration of the
trust under the agreement of September ist, 1911 ?

A. 1 think there was no action taken, no motion
made.

Q. Were there ever any committee reports to the
board relative to the administration of the trust of Sep-
tember ist, 1911 ?

A. Not that I recall.

Q. Do you have an executive committee in your
bank?

A. T don’t know that you would term it an executive
committee.

Q. Have you anything similar to an executive com-
mittee ?

A. Not for past years.

Q Have you had any such committee since 1910,

or anything that savors of an executive committee since
1910?
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A. Not that I know of.

Q. Why did you say, “I don’t know that you would
call it an executive committee” ? What did you mean
by that? What have you other than the board that at-
tends to the affairs of the bank?

A. Your officers.

Q. Was all of the affairs of the bank taken care of
by the board of directors exclusively?

A. Tt depends on just what you mean by that.

(Question repeated.)

A. Yes, sir.

Q. Is there no particular member of the board or
any officer of the bank authorized to take action dur-
ing the vacation of the board— that is, between meet-
ings ?

A. Well, in a general way, yes.

Q. Who?

A. The officers.

Q. And who are the officers?
A. At the present time?
Q
Q
A
A

. No, what officers do you mean?
. Well, who are all the officers?
. All of the officers.
. President, vice-president, trust officer and treas-
urer
Q. They are the only four?
JK Yes
Q. Now, do they act individually or as a body?
A. In some cases they might act individually.
Q- D° they keep minutes of what they do?

A. Not that I know of.

Q. Have you any other minutes other than the min-
utes of the board of directors which you produced here.
A. No, sir. .V
Q. The two books I find have below “Minute bo
“No. 2” and “No. 3”— r*£kt?

A. There is 1, 3 and 4.
Q. Where is minute book No. 2?
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A. It is in the vault.
Q, Tell me the period of time covered by minute
book i ?
A. November 8th, 1899.
Q. To when?
A. October 20th, 1904.
Q. Now, what is No. 3°?
A. No. 3, June 1o0th, 1909, February 27th, 1913.
Q 42
t A. March 3d, 1913, to date. 10
Q. What period of time does No. 2 cover, Mr. Jef-
fries?
A. Tt would commence after October 20th, 1904, up
toJune 10th, 1909.
Q And there would be nothing in that minute book
concerning affairs in the bank after June 10th, 1909?
A. No.
Q Now, are the by-laws of the Guarantee Trust
Company in your minute book, Mr. Jefferies?
A. Yes, sir. 20
Mr. Clevenger— Judge Cole, may he make me
a copy of those by-laws, which I will offer in
evidence, rather than to take the time to read
them in?
Mr. Cole— Yes.
Q Do that, Mr. Jefferies— make me a copy of the
by-laws.
A Yes.
(Said by-laws considered marked Exhibit
C 24.) 30

% Mr. Carr.

Q Mr. Jeffries, did your company take any action
whatever with regard to protecting the interests of the
bondholders under the agreement of the first day of
Septentber, 1911, after they had learned that there was

| akrge depreciation of value in real estate at Ventnor
j afl Margate?

II CON
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A. These matters are practically managed by our
trust officer and do not come under my jurisdiction.

Q. You are present at all meetings of the board of
directors?

A. Nearly all.

Q. And record the minutes of the board, do you
not?

A. Yes, sir.

Q. I now ask you whether at any meeting of the
board of directors of the Guarantee Trust Company
any action was taken whatever for or toward the pro-
tection of the bondholders under the agreement of
vSeptember ist, 1911, after your company had learned
that real estate was a precarious security in Margate
and Ventnor?

A. None that I know of.

Q. And you were present at practically every meet-
ing of the board, were you not?

A. T won’t say every one.

Q. I say, at practically every meeting?

A. Yes.

0. And was any definite report or recommendation
made by any officer of the Guarantee Trust Company
having for its object the protection of the rights of the
bondholders under the agreement of September ist,
1911 ?

A. None that I know of.

0. And the report of the examining committee deals

with the securities of the same class, namely, bonds
at Margate, but bonds which had been pledged with
the Guarantee Trust Company as security for loans
made by it to the West Jersey Mortgage Company ar
the Ventnor Syndicate, isn’t that right?

A. The committee is presumed to examine the trust
department as well as the banking department.

O’. Did they do so?

A. They always have.
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Q. Did they make any report whatever with regard
to the securities which youi were holding in trust under
this agreement of September ist, 1911?

A. None that I can find.

Q. Well, regardless of what you can find, do you
know of any report that they made affecting the trust
securities under the agreement of September ist, 1911 ?

A. T do not.

0. Their report was confined solely to securities that
were pledged to the Guarantee Trust Company for
loans made by the Guarantee Trust Company to the
West Jersey Mortgage Company and other companies;
isn't that true ?

A. According to the reports— minutes, yes,

Q And the discussion that related to the agreement
of September ist, 1911, and not recorded by you,
related to the legal questions involved under the agree-
nment of September ist, 1911, rather than to the security
of the bondholders, isn’t that true ?

A. As near as I can recall.

Q. And they received the opinion of Mr. Godfrey
that the Guarantee Trust Company’s position was safe
under the agreement, is that true?

A. Well, parts of the trust were read and explained
to the board by Mr. Godfrey or Mr. Sypherd, I don’t
know which, to make the members be familiar with the
trust and our duties under the trust.

Q And then it was reported by Mr. Godfrey or
M- Sypherd that the company’s position was safe?

A. They answered such questions as were asked.

Q@ Can you answer my question, please? (Re-
peated) And then was it reported by Mr. Godfrey or
M. Sypherd that the company’s position was safe?
That is, the Guarantee Trust Company.

A Either by Mr. Godfrey or Mr. Sypherd.

Q Was any report whatever made by either Mr..
Godfrey or Mr. Sypherd, or any one else, that the
position of the bondholders was safe?

10
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A. T don’t recall.
Q. Was there discussed any measures whatever for

the protection of the bondholders under this agree-
ment after it became known that the securities were
hazardous?

A. Not to my knowledge.

Q. Was the question of calling upon the Ventnor
Syndicate to substitute other securities ever discussed
by the board?

A. I don’t know.

Q. Was the question of requesting the Ventnor Syn-
dicate to pay the taxes in arrears for the years 1913.
1914, and 1915. °r any of them- CTer discUSSed
the board?

I don’t know.

I didn’t hear that.

I don’t know.

Well, you were there, weren’t you?

I wasn’t always there.

Well, at any meeting at which you were present
No, sir, not that I know of.

There was no such discussion, was there?
There was discussion concerning the arrearage
of taxes, but as to whether it was covering the prop-
erties that these mortgages covered I can’t say.

0 Let me ask you this one question: Do you reca
any proposition or motion or discussion before your
bird that had for its object the reqmrement ft* *
Ventnor Syndicate pay the taxes in arrears on

0> OF OF QP

properties ?

A. I can’t recall.

Q. You mean you can recall none sue

A. None such. . het

Q. Was there any discussion having or
a request that the Ventnor Syndicate furmsh additi”
collateral security after the security heldha
impaired by reason of the storm? I mean e

ii«rW the trust agreement?
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I don’t recall.
Do you mean that you can recall none such?
I recall none such.

Q. I ask you, now, whether you can recall any meas-
ure, either adopted or discussed, which had for its object
the protection of the interests of the bondholders after
the storm of 1913 ?

A. T don’t recall any.

Q. Do you mean that you can recall none such ?

A. Yes, sir.

> o P

Jd
By Mr. Clevenger.

Q. Did you attend to the payment of the $54,000 of
notes of the West Jersey Mortgage Company and the
purchase of the collateral or Mr. Sypherd ?

A. T issued a treasurer’s check to the West Jersey
Mortgage Company, received the securities, attended to
the payment of the notes, with the assistance of my note
clerk.

Q. Now. when you did that that got rid of every
obligation that the West Jersey Company owed the
Guarantee Trust Company, didn’t it?

A. That is, with their note, yes, sir.

Q. And that was good business, was it not, Mr.
Jeffries ?

A. T think the board of directors thought so.

Q And you thought it was a good thing, too, didn’t
you?

A. Yes.

Q. The bank would have been derelict in its duty to
its stockholders if it hadn’t done it, wouldn’t it?

~Mr. Cole— I object to that. It is for the
Court to determine. This witness has testified
to facts. He is only the treasurer of the com-
pany, he is not a director.
The Vice-Chancellor— I do not think it is
competent.
Q M. Jeffries, did you ever draw a stockholder’s
ec to the order of the Ventnor Syndicate?

10
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The Vice-Chancellor— What kind of a check?

Q. I mean a treasurer’s check to the order of the
Ventnor Syndicate, covering the mortgages made di-
rectly to the Guarantee Trust Company and attached
to the schedule forming a part of the agreement of
September ist, 1911? Have you that original agree-
ment, Mr. Sypherd? (Paper handed to counsel.) The
mortgages in question are attached to the original agree-
ment just produced by Mr. Sypherd, the Trust Officer
of the company.

A. I don’t recall giving a check.

Q. Do you mean by that that you never paid out
the money to the Ventnor Syndicate secured by those
mortgages ?

A. I don’t recall.

Q. Well, do you say that you never did do it?

A. T say I can’t recall.

By the Vice-Chancellor.

Q- wen,when y°u say that’ are you referring now
to what you personally did or what your institution
did? You don’t doubt the money was paid to the
Ventnor Syndicate, do you?

Mr. Clevenger— Oh, no, I don’t think it ever
was. There is no dispute about that.

The Vice-Chancellor— Well, bonds were sold,
weren’t they?

Mr. Clevenger— Oh, the bonds were sold, yes,
sir, but I am speaking about the mortgages de-
posited as collateral. You see, there were mort
gages made directly by the Ventnor Syndicat
to the Guarantee Trust Company as trustee.

The Vice-Chancellor— The mortgages were
executed by the Ventnor Syndicate before the
bonds were issued.

Mr. Clevenger— Exactly so.

The Vice-Chancellor— But the money reache

the Ventnor Syndicate when the bonds were
sold, didn’t it?
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Mr. Clevenger— No, not from our point of
view— the money reached the Ventnor Syndi-
cate from the sale of the bonds, probably yes,
but what I am speaking about is whether the
Guarantee Trust Company ever advanced any
money on the mortgages made directly to it as
trustee.

The Vice-Chancellor— I do not suppose it was
intended they should.

Mr. Clevenger— You see, there were two
classes of mortgages, there were mortgages as-
signed to the Guarantee Trust Company and
mortgages made directly to them.

The Vice-Chancellor— I understood a few
were made direct.

Mr. Clevenger— All but two were made direct.

The Vice-Chancellor— It is not a matter of
dispute, is it?

Mr. Clevenger— I don’t think so, but I want
it clearly on the record. It is admitted by the
defendants that the Guarantee Trust Company
did not give its check or money to the Ventnor
Syndicate in return for the bonds and mort-
gages made directly tef the Guarantee Trust
Company as trustee and noted in the schedule
attached to the agreement of September 1ist,
1911.

The Vice-Chancellor— Nor did it give money,
I suppose, for the two mortgages that were as-
signed?

Mr. Clevenger— I am willing that that should
be stipulated also.

The Vice-Chancellor— That is so, isn’t it?

Mr. Clevenger— Yes.

Mr. Cole— There is no question about those

mortgages all going to the Guarantee Trust Com-
pany in trust.

10
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The Vice-Chancellor— They were not the
Guarantee Trust Company mortgages, they were
the Ventnor Syndicate mortgages, they were
simply a trust.

Mr. Clevenger— Mr. Sypherd, did you attend
to the collection and disbursement of the trust
moneys ?

Mr. Sypherd— Yes.

Cross-examination, by Mr. Cole.

Q. Mr. Jeffries, give me the names of the directors
of the company who were present at the meeting of
March 4th, 1915?

A. Messrs. Godfrey, Somers, Wahl, Parker, Pollard,
Morse, Adams, Beyer, Tietjen, Bartlett, Sypherd, Hall-
man and Scull.

Q. Those who were present at the meeting of March
8th, 1915? .

A. Messrs. Sypherd, Faunce, Somers, Parker, Pol-
lard, Morse, Tietjen, Beyer, Bartlett, Hallman, Mathis
and Scull.

Q. Those who were present November 28th, 1913?

A. Messrs. Godfrey, Faunce, Somers, Parker, Pol-
lard, Morse, Adams, Beyer, C. D. White, Robins, Tiet-
jen, Bartlett and Sypherd.

Q. July 23d, 1913°?

A. July 23d or 21st?

O. 2ist, then.

A. Messrs. Godfrey, Fldredge, Somers, Wahl, Par-
ker, Pollard, White, Beyer, White, Robins, Bartlett and
Sypherd.

Q. You mentioned two Whites, one C. IX and 1e
other D. S.?

Yes, sir.

Now, those present September 3oth, 1915?
September 30th?

. Yes.

op o
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A. Messrs. Godfrey, Eldredge, Wahl, Parker, Pol-
lard, Beyer, Tietjen, Hallman, Mathis and Sctill.

Q. Now, Mr. Jeffries, in answer to Mr.' Clevenger s
question, I think you said that in a general way the offi-
cars attended to some affairs of the trust company. Just
what do you mean by that?

A. The dfficers purchased paper between meetings,
which was reported to the board of directors and their
action confirmed.

Q. Well, what else, in a general way, do they do
that you had in mind in answer to Mr. Clevenger's Ques-
tion?

A. Well, they attend to most everything that an offi-
oer is required to attend to.

Q. Well, what? What would they do?

A. Execute papers of every kind.

Q You mean agreements between the Trust Com-
pany and somebody else?

A. Releases of mortgages, assignments of mortgages.

Q Do they do that without authority of the board
of directors?

A. T think that authority has been given by the board
of directors.

Q Eh?

A. T think that authority has been given by the board
of directors.

Q Well, what else, in a general way, are the officers
authorized to do that you can think of ?

A. Attend to details of most every kind.

Q Is their work that you speak of in a general way
merdy details or is it the substantial part of the busi-
ress of the Trust Company ?

A. Tt is the substantial part.

Q Do you mean that, Mr. Jeffries— that the officers
Wend to the substantial part of the business of the
nust Company?

A Attend to that which is required between board

12 con
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Q. Do these officers do anything either without te
authority of the directors in the first instance or thar
ratification afterwards ?

A. No, sir.

Q. Is there any committee of any sort in the Gar-
antee Trust Company that has any authority to hrdl
the board of directors by what they do without therj
authority ?

A. No, sir.

Q. Now, is there any reason why you did not po
duce minute book No. 2?

A. No, sir, excepting that I did not find a thing thee,
pertaining to the questions Mr. Clevenger had wiitten|
me about.

Q. How many bonds of the Young-McShea Anuse
ment Company had the Guarantee Trust Company &
security for the West Jersey Mortgage Company len
on March 4th, 1915?

A. I do not believe I have got a record here that wtfj
show how many we had.

Q. Do you know without regard to the record te
aggregate amount of bonds that the Trust Conpany
held ?

As of March 4th?

Yes, the time of this settlement.

No, sir; I have no record here.

You don’t know personally how much they wae?
No, sir.

Now, at a previous hearing in this cause the R
ceiver produced certain notes that were collateral oy
form, made by the West Jersey Mortgage Conpany!
but in the body there was no collateral named. Ci)
you explain how that was, what that means?

A. T know that the board of directors was trying tj
get the West Jersey Mortgage Company to substitutd
other collateral, and in their efforts in trying to gettj
they held up such renewals as were offered, the e
Jersey Mortgage Company offering their check in pay

Cr oo
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ment of the interest in some cases, if I remember cor-
rectly, but the notes were all held up, as we were anxious
to tDLl additional security or other security.
Q. Well, is that the reason that these notes did not
Jliar- _~h|.::'.- the collateral that was given at the time ?
bind A. Yes.
their Q. Now, at the time of this settlement on March
_;[’r;" 1915, when these bonds of the Young-McShea
Amusement Company were purchased, what other col-
lateral had the bank beside these bonds ?
A. There were some mortgages ?
Q. What became of those?
A. They were handed back to the officers of the West
Jersey Mortgage Company.
Q. Anything else that they held that was surren-
dered ?
A. All that was held was surrendered at the time that
the settlement took place.

By the Vice-Chancellor.
Q). Except the bonds that were taken over?
A. Except the bonds, they were purchased and treas-

wrer’s check issued,

By Mr. Clevenger,
Y. Have you the list of everything that was held ?
Mr. Sypherd—I have a list of everything that
was held.

By Mr. Cole. 30
Q- Now, Mr. Jeffries, did you yourself record the
nmutes of the Guarantee Trust Company ?

A, Yes,

( ol : F

V. How did you write them down—in longhand or
shorthand »

A. Longhand.

r] I & . .
2 At the time the directors were meeting ?
A Yeg, sir.
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Q. And afterwards recorded them in the book?

A. Yes, sir.

Q. Well, now, in these opinions that you have ex-
pressed in Answer to Mr. Clevenger’s questions and M.
Carr’s questions, when nothing appears on the minutes,
are you expressing your own opinion and your own
recollection, or are you expressing the opinion of the
board of directors?

A. T am expressing my own opinion.

IQ Q. Had there ever been, so far as you can recall, any
question about the value of the mortgages and other
securities of the West Jersey Mortgage Company or the
Ventnor Syndicate before this big storm, to which you
referred?

A. No, sir.

By Mr. Carr.

Q. Mr. Jeffries, when I asked you as to the proceed-
ings of the board of directors other than those re-
corded in the minute books I was asking you for your
recollection and not your opinion. Did you so under-
stand it?

A. My recollection?

Q. Yes, your recollection, and not your opinion.

20

A. Recollection, yes.
Q. And your answers were as to the best of your
recollection, isn t that true?
A Yes sir.
Mr. Clevenger— I want to offer those mimte
books in evidence, if your Honor please.
(Said books marked C 25, C 26 and 27>

respectively, in the order of number.)
(By agreement of counsel the next witness

30

was called out of turn.) ?

William HCarroll, a witness produced in
the defendants, being duly sworn according to aw,

his oath says.



WILLIAM H. CARROEE— DIRECT. 93

By Mr. Cole.

y. Mr. Carroll, where do you live?

A. Ventnor.

Q. What is your business ?

A. Real estate.

Q. How long have you been engaged in that busi-
ness ?

A. About 'fifteen years.

Q. Do you know the property at Chelsea avenue and
the beach, at one time referred to as the Fishblatt prop-
erty?

A. Yes, sir.

Q Did you negotiate with Mr. Godfrey for the pur-
chase of that property ?

A. Yes, sir.

Q. About when was that ?

A. That was last summer a year ago.

Q Did you make him an offer for the property?

A. Yes, sir.

Q How much did you offer him for it?

Mr. Clevenger— I object to that; that is not
evidence, if your Honor please.

The Vice-Chancellor— I have forgotten what
the testimony was on this subject now.

Mr. Cole— Why, the West Jersey Mortgage
Company had a second mortgage on the Fish-
blatt property. The first mortgage was fore-
closed, and the West Jersey Mortgage Company,
as I remember it, bought it in. They after-
wards sold it at a public sale, this property, and
realized a certain sum of money. All that was
testified to, and the receiver was allowed to
testify how much he realized net to himself.
Now, I objected to the testimony because it was
not within the issue, but it went in, and the only
inference that I could draw from it was that
they proposed to argue that the West Jersey
Mortgage Company had in some way lost a lot

10

20
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of money by reason of owning this mortgage
on the property. Now, I propose to show by
this witness that he offered Mr. Godfrey, at that
time the president of the Ventnor Syndicate the
owner of the property, $225,000 for it, and that
Mr. Godfrey refused, saying he considered the
property worth $275,000, and that subsequently
this very property, within less than two years,
sold for the amount the testimony already shows.
10 The Vice-Chancellor— Well, let it go in, then.

Q. (Repeated)— How much did you offer him for
it?

A. $225,000.

Q. Did he accept it or refuse it?

A. Refused it.

Q. On what grounds?

A. Said the property was worth at least $275,000.

Q. Now, do you know about the recent sale?

A. Yes, sir.

20
Cross-examination, by Mr. Carr.
Q. When was that offer, Mr. Carroll?
A. That was in the summer of 1914— this last sum-
mer a year ago.
Q. Is the property worth more or less to-day?
A. It is worth a whole lot less to-day.
Q. How much less?
A. Well, T think what wq bought it for is all it is
worth.
30 Q. You bought it, did you?
A. Yes, sir.
Q. What did you buy it for?
A. $12,250 above the fixed charges and $100,000
mortgage.

By the Vice-Chancellor.
O. That would make a total of how much?
A. About $151,000.
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Q. And the amount that you offered was how much,
did you say?
A. $225,000.

By Mr. Carr.

Q. Did you buy it in at receiver’s sale?
A. T represented a client, yes, sir.

Q. Mr. Wanamaker?

A. Well, T don’t know as I want to say who I repre-
sented. jQ

By Mr. Cole.

Q. You have said that it is worth much less to-day.
What is the reason for that?

A. General conditions.

Q. Do you mean general dull real estate conditions?

A. Yes, sir.

0. The real estate market has been going down for
some years ?

A. Yes, sir. 20

Q. When did that begin, about?

A. Three years ago.

0, That is the only reason ?

A. Well, a piece of property like that is very hard
to handle, it takes considerable money.

Q But the truth is there has been a general going
backward of real estate all over this island, hasn’t there,
in the last three years ?

A. Yes, sir.

Q. That takes in Ventnor and Margate? SO
A1 All over.

By the Vice-'Chancellor.

Q And this part of the city, up here, too?

A. T would say so.

Q What did you say ?

A I would say so; of course things have been much

her in the last six months than they have been in
trelast three years.
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Q. Did you say you would say so or wouldn’t say so?
A. T will say so.

By Mr. Cole.

Q. Perhaps you might tell us, Mr. Carroll, whether
you think there has been a greater depreciation down
below than up above here?

A. Well, Ventnor and Margate have all been washed
down; all the people that owned property on the south
side of Atlantic avenue have lost, mortgages have been
called.

Q. And hasn’t there been a great deal of unimproved
property that could not be digested down there? Isnt
that one of the reasons?

A. Yes, sir.

Q. Too much land unimproved ?

A. A great deal of it

Q. And that had something to do with the deprecia-
tion ?

A. A great deal.

Q. There has been no market for it?

A. No.

By Mr. Carr.

O. Wasn’t there more undigested property down
there in 1913 than there is now?

A. Quite a lot of it there.

Q. How?

A. Quite a lot of them now too.

Q. Well, there was more then than now ?

A. Well, T guess there is a lot more now than there
was then.

Hermcm M. Sypherd, a witness produced in behal
of thé complainant, being duly sworn according to law,
on his oath says:

By Mr. Clevenger.

Q. Mr. Sypherd, where do you live?
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A. Atlantic City.

Q. Are you a member of the bar of New Tersev?

A. Yes. 7

Q. How long have you been such ?

A. Fifteen years.

Q. What office do you hold in the Guarantee Trust
Company ?

A. Vice-President and Trust Officer.

Q. How long have you been Trust Officer?

A. Since 1903, I think. -q

Q How long have you been Vice-President ?

A. Since 1913.

Q. You presently hold those offices?

A. Yes.

Q Are you a member of the board of directors?

A Yes, sir.

Q How long have you been a member of the board
of directors?

A. Since 1913.

Q And of course you are a stockholder in the insti- 20
tution ?

A Yes.

Q Were you a stockholder in the Ventnor Svndi-
cate? I

A Yes, in a limited way.

Q Member of its board ?

A No.

Q Were you a stockholder in the West Jersey Mort-
gage Company ?

A Yes.

0
Q Member of its board ? 3
A Yes.

Q j_ hat office did yo« hold in the West Jersey Mort-
age Company?

A Assistant secretary.

Q Were you on the executive committee ?
A Yes.

Q How long were you on the executive committee ?

Z3 con
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A. My recollection is from the time of the organiza-

tion.

Q. How long did you continue on that committee?

A.

I continued on the committee as long as I was a

member of the board.

Q.
A.

How long did you continue on the board?
Until— I think it was— January, 1915, according

to my recollection.

. How long did you continue as assistant secretary?
. Until September, 1914.

. You resigned then, didn’t you?

. Yes, sir.

. Didn’t you, as a matter of fact, resign as assistant

secretary on August 19th, 1914?

A.

I probably did, it was in August or September,

along there somewhere, I don t recall the exact date.

Q.

And at the same time that you went out as asist-

ant secretary you went out of the executive conmmittee
and then the board?

20 A.

Well, T don’t recall whether I continued to save

on the board or no; I think I just simply stayed in urti
the next election in January, I am not positive abait

that,

I think my resignation came in in time for tte

annual meeting.

Q.
A.

Of January, 19157
Of January, 1915- That is purely from recdlec

tion, I haven’t looked it up to see, but I think so.

Q.

Now, have you the trust agreement between the

Guarantee Trust Company and the Ventnor Syndicate
30 and the West Jersey Mortgage Company, dated Septemyj
her 1st, 1911?

PO OrOor

I have (producing paper).

Is that the original copy?

That is the original copy. J
Has that annexed to it the schedule of cdlatera 1
Mortgages, yes, it has.

Was that ever recorded at Mays Landing.

No.
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i ced V1Ll elid

By the Vice-Chancellor,
(). What is this paper?
A. The collateral agreement securing the bonds ;.

sued.

Mr. Clevenger—I offer that in evidence, in-
cluding the schedule and everything.,
(Said paper marked Exhibit C 28.)

By Mr. Clevenger.

Q. Now, with regard to the West Jersey Mortgage 10
Company, Mr. Sypherd, during the time you were on

that executive committee, who were the members?

A. Mr. Faunce, Mr. Godfrey, Mr. Hackney, Mr.
Adams,

Q: I]m is C. J. Adams?

A. C. J. Adams, ] guess that is all.

) 'l hlt makes five including yourself ?

A. Five,

Q. How many were a quorum?

Three.
. Could the m.ijmlt) do business
. Could the 111(1pnr11\ do hllb]l]tﬂb“:

'. Yes, a majority of the quorum ?

\. Yes, I assume so: now, I don’t know whether the
';-.'—l;m's cover that or not.

. Now, Mr. Sypherd, taking up first the $54,000
of indebtedness from the West Jersey Mortgage Com-
fny to the Guarantee T'rust Company, what collateral
(id the Guarantee Trust Company hold for the pay-
ment of that $54,000 in notes ?

. We had $42,000 of the bonds of the Young &
l Shea Amusement Company, due 1922,
By the Vice-Chancellor.

Y. How many ?

. $42,000.

U TR i
< The same amount as the loan ?
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A. No, the loan was $54,000. We held $4,000 first
mortgage bonds of the Ventnor Syndicate, a part of
the trust mortgage, or part of the bonds secured by the
trust mortgage on the Fishblatt property which has
just been in question. We held $44,000 of first mort-
gage bonds of the Ventnor Syndicate. That makes a
total collateral of $90,000.

Q. Which were your last bonds? What kind of
bonds ?

10 A. First mortgage bonds of the Ventnor Syndicate,
— first ,mortgages, not first mortgage bonds.

By Mr. Cjlevenger.

Q. First mortgages?.

A. First mortgages; the $4,000 were first mortgage
bonds. »

ig. Then when the records of the West Jersey
Mortgage Company show that you only had $38,000 of
first mortgages of the Ventnor Syndicate it states what

20 is not correct ?

A. Ican’t say, I only have this list that was furnished
to me by the note clerk showing the mortgages that he
had in his possession. I was under the impression until
a few days ago that the amount of the mortgage was
$31,000, but evidently we had more than I thought.

Q. Was there among the first mortgages $8,000 of
the West Jersey Mbrtgage Company’s bonds and mort-
gages?

A They never had any bonds and mortgages so far
as I know. '

Q. Now, when you purchased from the West Jersey
Mortgage Company the bonds of the Young-Mc e
Amusement Company you purchased $58,000, did you
instead oi $42,000°?

A. We did.

Q. The $16,000 difference was not held by yor
collateral ?

A. No.
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Q. Now, at the same time did you deliver up to the
West Jersey Mortgage Company the four Ventnor Syn-
dicate bonds and the $44,000 first mortgages ?

A. We did, we delivered all the collateral that we
held, except, of course, the $42,000 of Young & Mec-
Shea bonds which we already had.

Q. Well, why did you surrender the $44,000 first
mortgage bonds and mortgages and the $4,000 of Vent-
nor Syndicate bonds for the $16,000 of Young & Mec-
Shea Amusement Company bonds?

A. Well, we had been endeavoring to have the West
Jersey Mortgage Company substitute satisfactory col-
lateral for the loans that we had; we were not satisfied
with the mortgages as being proper collateral for us to
hdd in connection with their loan, and we insisted upon
their making some change, and, as Mr. Jeffries, the
treasurer, has explained, a number of their notes were
mwhat we call our hold-over account, because we were
not satisfied to accept the renewals based upon the same
dass of collateral that we formerly held, and we agreed
to purchase from them the additional amount of these
bonds so that they would be in funds to pay off all our
bans and put us in a condition where we had no loans
whatever and no question about the class of the col-
laterals.

Q And you deemed that an advisable thing to do?

A We did.

Q@ And you included ?

A Yes, sir.

Q Good judgment?

A Yes, sir, it was absolute good judgment in our
judgent, yes.

Q And in your judgment?

A In my judgment, yes.

W A oW what was the Mr. Slypherd, with
Mo,000 worth of Ventnor Syndicate bonds and

nortgages?

in

20

Ed
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A The matter with those bonds was simply this:
That that land had been injured down the beach by
storms and the value of the land had been somewhat
deteriorated. Probably the mortgages were ample to
secure us, I assume they were, but they weren't just the

kind of collateral we wanted and we got something

g
else.

Q. In other words, you had the power to get some-
thing else and you were going to get it?

A. Whenever we find a loan that we do not think s
amply secured we take what measures we deem proper
to get proper collateral.

(Question repeated.)

A. You have the answer.

(Question repeated.)

Mr. Clevenger—I assume that can be answered
yes Or-no.

Mr. Cole—Except Mr. Clevenger interjects
into the question that he has the power.

The Vice-Chancellor—I think it is a question
of a nature that entitles him to answer it with
an explanation.

Mr. Clevenger—I think he can answer it yes
or no and make the explanation then, if he
chooses.

Mr. Cole—Then I ask that the question be
reframed, it is not proper to say "you had the
power.”

The Vice-Chancellor—Answer in your OWd
way, 1f you cannot answer it yes or no.

What is your answer, Mr. Sypherd?

You have my answer to the question.

You have no other answer to that?

. No.

Now, Mr. Sypherd, the $48,000 worth of bonds
mortgages and Ventnor Syndicate bonds, Were

Q.
1

arnf

|
they worth more than the $16,000 of Young & McShez
Amusement Company bonds?
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A. T don’t know.

Q. What do you think about it?

A. T don’t think. We preferred the other collateral.

Q. Why did you get rid of the $48,000 worth of
bonds and mortgages for—

A. We preferred to buy bonds.

By the Vice-Chancellor.

Q You said you preferred other collateral. Didn’t
you buy the bonds ?

A. T was wrong, Vice-Chancellor. We preferred to
buy the bonds in, have those as assets, rather than to
have the loan in the condition in which it was.

By Mr. Clevenger.

Q. And that was good banking business, was it?

A. Absolutely.

Q. Now, what prompted you, Mr. Sypherd, to call
those loans of the West Jersey Mortgage Company?

A. T have explained that to you in my previous
answers. [ told you that we did not feel that these
mortgages were quite as good a form of collateral as
we ought to have with the note.

Q Didn’t the financial situation of the West Jersey
Mortgage Company enter into it in any way?

A Tt had nothing to-do with the security we had,
the West Jersey Mortgage Company *might not be
worth a cent, we had ample collateral for our loan, we
hed been secured.

Q You were a member of the board of the Wes?
Jersey Mortgage 'Company?

A T was— not at that date I wasn’t.

Q But you had been ?

A T had been, yes.

Q And you knew the West Jersey Mortgage Com-
Py was in a desperate financial condition, didn’t you ?

A No, I did not.

Q Didn’t you think it was—

10
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A. No.

q __when you got out of the institution.
A. No.

Q. Why did you get out?

A. Well, I had several reasons for it.

Q. What were they?

A. In view of the fact that there was considerable
criticism of the mortgages down the beach and the
guarantees that were outstanding, and my connection
with the bank was such that I felt that my interests
were more largely centered in the bank than they were
in the Mortgage Company, I felt it a duty on my pat
to divorce myself from anything that might cause any
reflection whatever upon the bank or my connection
with it.

Q. Is that the only reason?

A. That is all.

Q. Did you tell the West Jersey Mortgage Company
that reason at the time?

A. T think so. I think I told Mr. Godfrey that, &

1>fQklAnd that is the only reason you had for re
signing ?
A. Yes.

-l

Bv the Vice-Chancellor,

o. Your resigning from the West Jersey
Company was When with reference to the tin»

bonds were taken over?

well
A. Before, I was not a member of th
the bonds were taken over.
By Mr. Clevenger. oxherd ym
O. Now, at the time you resigned, M . SyP
were the assistant secretary, weren’t you.
A. Yes, sir. # comply»

D. And you wrote the minutes
didn’t you?
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A. At that time, yes.

Q Now, if that was the only reason why you re-
signed why did you say in the minutes, “Mr. Herman
M Sypherd then stated that he did not feel that the
business of the company required his services as assist-
ant secretary and he thereupon tendered his resignation
to take effect September ist, 19147 ?

A. Well, T don’t recall the circumstances, but in the
first place that was true.

Q Which? jLO

A. The statement there is true, that the company
did not need my services as assistant secretary, be-
case a secretary was there, one secretary was ample
ad sufficient to take care of all its business.

Q And was the other statement true, too ?

A. Absolutely.

Q Why didn’t you put it in the minutes?

A. Oh, I don’t know why I didn’t put it in the min-
utes; it wasn t necessary ; I could have reason without
putting it on the minutes. 20

Q That is the only explanation you have on that?

A That is all.

Q Now, did you think it was important, Mr. Syp-
had for the Guarantee Trust Company to get rid of
those mortgages which you held as collateral for that
$42,000due from the West Jersey Mortgage Company?

A T always think it is important for the Guarantee
Truwst Company to strengthen its collateral if it feels
thet the collateral with the loan needs strengthening.

(Question repeated.) 30

The Vice-Chancellor— 'Can you answer tha
yes or no? Did you think it important?

A T thought it important to have other collatera
? *ue(T I don’t think that, from the standpoint oi

e Guarantee Trust Company, however, that the>

axd have had a loss on the amount which was due

from the West Jersey Mortgage Company over

14 CON
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and above the collateral, consisting of the $120m0
Young-McShea Amusement Company bonds and tte
$4000 first mortgage bonds of the Ventnor Syndicate,
but despite that it is sometimes better to change yon
collateral, strengthen it despite that, so that your «9
lateral would show a class-of securities that were sb
ject to no criticism whatever, regardless of whether tte
criticism was a justifiable one or not.

Q Then your judgment is that the $4,000 of Vent,
nor Syndicate bonds and the $42,000 of Young-McSto
bonds was equivalent to the amount of money loaned? I

A. No, I didn’t say that.

Q. Yes, you did.

I
A 1 think you are wrong;

I didn’t say that at dl,
because that would not have been sufficient to have rnd

— at least, the par value of those secunties wouHnt
have been near as much as the amount of our loan
Q. In your answer, did you also intend to mdde
the $44,000 of first mortgages?
A. T don’t see the purport of your question.
do you mean by it?

1

Bv the Vice-Chancellor.

Q. In naming the securities, the collateral, whic m
had, you omitted the $44,000mortgages. I
A. T said this, at least I intended tosay 1 j
do not believe that the Guarantee Trust Company™ 1

have sustained a loss if it had retained and
just exactly the collateral that it had at the
loan was paid off.

i

9

By Mr. Clevenger.
Q. It is what you didn’t say before.
A. That is what I intended to say.

By the Vice-Chancellor. «in
Q In naming them you did not enumerate 1

collateral. . TXxa
A. I beg your pardon. I thought I aid.
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By Mr. Clevenger.

Q. Now,, you said in that answer that you did think
it important to change that collateral. Important to the
Guarantee Trust Company or to whom?

A. Yes, that was the only interest that I was con-
sidering.

Q. And that was good banking and good business to
do what you did do?

A. In my judgment, yes.

Q And in the judgment of the board?

A. Absolutely.

I Q Then, do I understand that when you gave up the
Ventmor Syndicate first mortgages and the Ventnor
Syndicate bonds that you thought they were worth par?
I A I didn’t state so.

Q What did you think they were worth ?

A T didn’t have any idea of the value, I never at-
Itenpted to value them.

Q Did you think they were worth par?

I A I never attempted to value them.

Q Had the examining committee of the bank gone
lover them and valued them ?

I A Not so far as I recall, no.

I Q Then you had no thought upon the matter at all
las tothe value ?

A T only had this thought in mind, as I have told

[you, that—

Q Read the question.

(Question repeated.)

A That the class of collateral was not what we
ithought we ought to have, and we took the measures that
| ee offered to change or to get rid of the loans.

I Q@ Well, why did you think that the collateral was

Nthe class of collateral you should have?

[ 5 Because that class of mortgages in the hands of

| nanciial institution, after conditions arose as they did

Iown thebeach and defaults occurred, were not just the

ffg et type, and while we might have been— probably

10

20
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might have been safe in the long run, yet they were not
just the type of securities that we would voluntarily
hold or voluntarily take as collateral for a new loan.

Q. Now, what were the conditions down the beach,
Mr. Sypherd? _

A. Conditions down the beach are these: That, as
believe at the time these mortgages were placed they
were well secured, they had a ready market, and so
continued until the properties covered by the mortgages

10 were either in themselves injured or adjoining prop-
erties injured, so that the confidence of the investing
public was somewhat impaired, and that naturally less-
ened the standing of the collateral.

Q. Well, now, what were the defaults that you say
happened down there? What were the defaults?

A. Defaults?

q Yes.

A. Well, in certain cases there was a default in the
payment of taxes; there was a default in the payment

20 Of interest. .

O. And default in what else? All these mor gag
were guaranteed by the West Jersey Mortgage Comr
oanv, weren’t they?

A. They were guaranteed by the West Jersey or
gage Company. ,

Q. And the West Jersey Mortgage Company d-
faulted in the payment of interest under their guaran e
didn’t they?

A. After a certain date, yes.

80 Q. So that it was the destruction of the land an
bulkheads, the default in interest on the moy g ~ aimn
the default of the West Jersey Mortgage Co p y
carrying out its guarantee that prompted you o
that that was undesirable collateral, was it no .

A. A combination of all. those circumstances

T

fact that they were mortgages on unimprove
was not marketable-all had its influence in cans»,

me to reach that determination.
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. When a business man or a banking institution
[]11('1'_4 that its collateral is in bad shape by reason of the
depreciation in value of the land, the failure to pay
interest on the mortgage, the failure of the guaranteeing
company to make good the loss in interest and the fail-
ure of the party who owns the land to pay the taxes, it
is good business judgment, is it not, to substitute other
collateral for that?
;\, Yes. .
And 1f they cannot substitute the collateral, it is 10
"Uud business judgment to collect the loan, isn’t it?
A. As a rule.
Q. And in this particular case, yes?
A: Yes.
Now, you say, Mr. Sypherd, there was a ready
market for this property down there?
There was years ago. I didn’t say market for
the property, I said market for the securities.
Q. Your companies helped to create that market, did
they not?
A. What?
Q. I say, your companies helped to create that mar-
ket, did they not ?
A. What companies do you mean?
Q. The West Jersey Mortgage Company, the Vent-
nor Syndicate ?
A. T had no connection with the Ventnor Syndicate.
0. Weren't you a stockholder ?
A. I was a stockholder to the extent of 11 shares.
d the [ wouldn’t call it my company. Just because I might
s and oWn a share of stock in the United States Steel Cor-
ny 1 poration it wouldn’t be my company.
think Q. You took an interest in it?
A. Sure, T took an interest in it.
d the Q. And, as I say,
d that market ?

sing

the companies tried to create a

A. The Ventnor Syndicate, the owners of the land,

naturally would :

the Guarantee Trust Company took
no part in it,
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Q. These mortgages that were given on that land
wouldn’t pass muster, would they, without the guarantee
of the West Jersey Mortgage Company?

A. T couldn’t say.

Q. They didn’t, did they?

A. They never attempted, as far as I know, to dis-
pose of any mortgages that did not have the guarantee
of the West Jersey Mortgage Company.

Q. Do you know the commission they paid agents
for selling the mortgages?

A T have no absolute knowledge.
is, though, that they paid five per cent.

Q. D)o you know what commission they paid tor
selling their real estate?

A. No.

Q. Do you know what the total cost of the percent-
ages was in marketing the land?

A. T havejio idea.

Q. Don’t you know it was fifteen per cent.?

a ! T haven’t any idea, never did know anything about

M;y recollection

Q. Who advised the purchase of the bonds of the
Young-McShea Amusement Company, Mr. Sypher

A The board of directors.

Q. What officers of the bank made the report to the
board of directors that ultimately resulted in that ac-
tion being taken by it? R W4

A. T can’t recall, Mr. Clevenger. I think that t
report came in through the chairman of the current ex-
amining committee, and probably myself, I ont no

Q. You personally advocated it, did you not.

A. Absolutely did.

Q. Now, Mr. Sypherd, how long had these
been overdue?

A. $5,000, January nth;
$9,000, January nth; $10,000, January 1 > ’
January 25th; $5,000, February 8th; $5,000, F
15th; $51,000, February 23d; $4,000, March 1st.

n't,
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Q Every one of them, then, was overdue at the time
they were settled?

A. They were.

Q. And most of them had been overdue for more
than a month ?

A. Yes.

Q. And the matter of the indebtedness of the West
Jersey Mortgage Company had concerned the bank since
19131, had it not?

A. T dont recall the year. There may have been
some criticism of their loans during 1913, I can’t say.
It maj have been that the loans during that current year
were deemed too large in proportion to their balances.
There are a number of things that influence a bank in
the matter of criticising or asking for reductions in
loans,” it is not always questions of the security.

Q. The obligation bothered them, did it not?

A. T can’t say that it did.

Ql They were anxious to get it out of the road,
were they not?

A. They were anxious either to— you mean in 101¢?

Q. Yes.

A. They were anxious then either to have the proper
collateral substituted or the loan paid off.

Q. In other words, they were concerned about that
obligation, were they not ?

A. Concerned as I have explained to you.

Q. And in 1915 the condition of the West Jersey
Mortgage Company was desperate, wasn’t it?

A. T can’t say that it was.

Well, it went into the hands of a receiver in Septem-
ber, 19157

A- Tt did; in October, 1915, it did.

Q The defaults had been gradual, hadn’t they?

" ~ey had, so far as I know, met most of their
° Igatlons UP to that time; I don’t recall any specific
instances of defaults up to March, 19115.

Q Well, how would you know if you had left them

ary in August of the previous year?

10

20
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A Well I might have known about it, I might have
heard it, I probably would have heard of it if there had
been defaults in their contracts of guarantee.

Qi Why would you have heard it?

A Oh, in a general business way, like you would
hear things if you were around people who were con-
nected with the company.

Q. Well, how did you hear of it in this particular
instance ?

A. This particular instance?.

Q. That you are speaking about ?

A. I haven’t spoken of any particular instance.

Q. Well, was there any particular instance in which
you heard of it . ,

A. No; I don’t think of any now.

Q. Well, then, how do you know ?

A. That there had been defaults?

Q. Yes. - ,

A. Oh, T don’t know when I learned, I heard that
they had*begun to default in connection with the pay
ment of the principal of the mortgages. That, in ny
judgment, is probably what was the cause of their im
mediate downfall their inability to meet calls for pay-
ment of principal of mortgages guaranteed.

Q. When did you first know that they had de aute
in the payment of principal?

A. T don’t recollect.

Q. Didn’t you have any of those guaranteed nor
gages in your possession ?

A I can’t say, we probably did, but we a
had them default so far as our calling upon them o
pay a guaranteed mortgage when due.

Q. Well, don’t you know wheher you had any gua
anteed mortgages in the possession of the ban orn*

A. Oh, we did, yes, as collateral; I dont
we owned any, so far as I know.

O. Don’t you know whether the principa
collateral mortgages was paid by the West Jersey
gage Company or not?
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A. 1 don’t think that they were paid.

Q. Pid you know there was a default?

A. Oh, well, there might have been a technical de-
fault; so far as we were concerned we had never called
upon them to pay the principal of any mortgage on
which they had defaulted.

Q. Why not?

A. Because we didn’t ask them to do it.

Q. Why didn’t you do so?

A. Why, just suppose we hold a $5,000 mortgage on ,y
vour house, for instance, and it comes due in the year
1915, the chances are nine times out of ten, that we
would never ask you to pay that mortgage; just be-
caus'e.a mortgage comes due that doesn’t mean that we
consider you have defaulted in paying it.

Q. When did you first know that they had defaulted
in the payments of taxes on the mortgages?

A. T don’t recall, I can’t recall.

Q Don’'t you keep a record of taxes paid on the
mortgages. ? 20

A. We keep a record of all taxes in connection with
al mortgages owned by us, with these guaranteed
mortgages we did not, because the company was
obligated to see that that was done, and we didn’t keep
arecord of the payment or nonpayment of the taxes
in connection with the guaranteed mortgages.

, Q In all the mortgages held by the bank as collateral
ior loans out of your institution you keep a record
of the taxes ?

A No, we don’t always, we do in all cases— yes, we qq
dowhere we hold the mortgages as collateral.

Q Now, in all cases where the mortgages are held
hythebank outright do you keep a record of the taxes ?

A We do, except, as I explained to you, in those

tmes where the mortgages are guaranteed.

Q Now, the Guarantee Trust Company is trustee

adexecutor and administrator of estates, are they not ?
A Yes, sir.

15 con
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Q. And as such they have in their possession nort-
gages belonging to the estate, do they not?

A. Yes.

Q. Do you keep a record of the taxes upon those
mortgages ?

A. We do.

Q. And follow them up?

A. Yes, follow them up.

Q. Then the only instance in which the Guarantee
Trust Company does not and did not keep a record is j
of mortgages deposited with this collateral agreement
of September 1st, 1911?

A. That is true. I would say this, that a mmber
of years ago there were some cases where the matter of i
taxes was not followed up like we now do with ar
present system, but this has been in force a number o
years and we do keep a very close record, watch the
payment of the taxes on mortgages.

O. It is good business to do that, isnt it, M
Sypherd ?

A. Tt is good business, yes.

Q. Good banking also?

A. Yes, good banking.

Q. It is the duty of the bank to do it where itis
acting as executor or administrator?

A. Yes.

Q. Now, coming, Mr. Sypherd, to the agreement 0
September 1st, 1911, you have said you kept no recor
of the ta*es on the mortgages assigned as collateral w

130 this agreement?

A. No. ‘ .

Q. What inquiry, if any, did you make omoemn;]g
the taxes that were accumulating on the property.

A. No inquiry was made until after a default too
place in the payment of the interest to us as it came
on the various mortgages.

O. And when was that? v J

A. The earliest default was on the mteres
March the first, 1915.
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Q. Then you did begin to make inquiry ?

A. Yes.

Q. What did you ascertain?

A. We learned that the taxes on practically all the
mortgages were unpaid.

Q Is that the first time you knew it ?

A. Yes.

Q For how many years had they been unpaid ?

A. Well, they varied in nearly all cases.

Q Some as early as 1912, weren’t there?

A. Yes, there were a few in 1912.

Q. Some in 1913?

A. There were. Now, wait a minute, I will tell you
what they were. There were eleven mortgages out of
thetwenty-two or twenty-three, I think it was, in which
the taxes were due for 1912, according to this record
furnished me by the Collector of Margate. In 1913
thesame. In fact, the same number of taxes, with one
exception, appears to be due for each of the years be-
ginning with 1912 on those lots that are located within
theboundaries of Margate City.

Q How about those in Ventnor?

A In Ventnor, there was one lot in Ventnor on
wichthe 1912 taxes were unpaid, and in all other cases
they were paid.

Q How about 1913, in both places?

A In 1913 nearly all of the taxes were unpaid, with
theexception, I think, of about two lots.

Q How about 1914?

x WEell, the same condition followed right through.

« and 1916?

A Yes, this year.

l@ys, fandnt %g,aye 3,1 due for more than ninety
I A Yes.
interest? When did that

terest default was the interest that was

ist, 1915, which I just stated.

10
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Q. Now, is the interest paid up on any of those
mortgages ?

In full?

Yes?

No.

They are all in default?

They are all in default.

All in default for more than thirty days?

Yes.

Now, Mr. Sypherd, did the Guarantee Trust Com-
pany after they had ascertained that there had been de-
faults in taxes and interest proceed with the foreclosure
of the mortgages under section 5 of the agreement?

A. Tt did not.

Q. Why did you make no record of the unpaid taxes
in this particular case, Mr. Sypherd? Referring, now
to the mortgages held under the agreement of Septem-
ber 1st, 1911.

A. T have explained to you that in no case where the

20 mortgages were guaranteed by the Mortgage Company
did we have a record of the unpaid taxes, not only in
this case but in any other case where we happened to
have them.

Q. How did you first come to make the inquiry con-
cerning the unpaid taxes?

A. T don’t recall. A letter received from you in
April, 1915, was the first inquiry we had from anyone
on the subject, and I went into the matter after that,
got statements showing just what arrearages thae

80 were..

Q. Now, prior to that time you had knowledge, how
ever, that there was defaulting interest, had you not?

A. We had knowledge on March 1st, and we had
the first communication from you on April 14th» shortly
thereafter.

Q. And you had no knowledge of the nonpaymen
of taxes prior to my letter ?

OFrQFroror

10
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A. No specific knowledge; generally speaking, we
knew that in many cases the taxes down there were un-
paid

Q Now, when you ascertained that the taxes were
unpaid and that the interest was unpaid on the mort-
gages did you call upon the Ventnor Syndicate or the
West Jersey Mortgage Company to substitute new col-
lateral ?

A. No.

Q Why not?

A. In the first place, we were not required to, the
second was that if we had they couldn’t have done it.

By the Vice-Chancellor.

Q. What?

A. They couldn’t have done it. And, under our
judgment, even if we had seen fit to have exercised the
powers given to us under one clause of the trust agree-
ment, we did not deem it advisable at the time to take
any action.

By Mr. Clevenger.
Q. Then as early as March or April of 1915 you
knew that the Ventnor Syndicate and the West Jersey

1 Atgfge ComPany were unable to give new collateral ?
A The question of the ability of the West Jersey

. as®aSe Company to give new collateral did not enter
itoit. These were bonds given by the Ventnor Syndi-
cate. 7
(Question repeated.)
A You have the answer to that.
Q Repeat the question again.
(Question repeated.)
Mr. Clevenger— If your Honor please, I ask
or an answer to that question.
e Pardon me. Didn’t my answer cover it ?
The Vice-Chancellor— Why, I think his ans-
wer covered it, Mr. Clevenger, and I thought it

jq

2«
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covered it pretty well. Unless I am mistaken,
I do not see how the West Jersey Mortgage
Company was called upon to give any new cdl-
lateral.

Mr. Clevenger— Well, I will separate the ques-
tion.

Q. Mr. Sypherd, as early as March or April, 1915,
you knew the V'entmor Syndicate was unable to pro-
duce any new collateral, didn t you?

10 A. It is my general recollection that that would have
been the case if they had been called upon to produce
it, except in securities of the same type.

Q. And you knew as early as March or April of 1915
that the West Jersey Mortgage Company could not
make good on its guarantee, didn t you?

A. 1T knew that they had defaulted on March 1,
1915, in paying interest due on certain guarantees hdd
by us in connection with this agreement.

Q. I ask the question to be repeated.

2D  (Question repeated.)

By the Vice-Chancellor.

Q. I do not think you have answered the question

A. T think that is an answer.

Q. It doesn’t seem to me the answer goes to the ques-
tionn. He wants to know whether you knew they
couldn’t make good. Do you know anything more than
the mere fact that they had defaulted ?

A. I can answer that no, I didnt know that they
couldn’t make good at that time.

1

By Mr. Clevenger.

Q. Representing the bondholders, did the Guaran e
Trust Company make a demand on the West Jerse
Mortgage Company under the termns of the guaranece
which they had made of the mortgages deposited wi
you by the Ventnor Syndicate?

A. No.
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Q. Why not?

A. As I explained before, it is not our practice to
insist upon payment of the principal of mortgages the
day they come due.

The Vice-Chancellor— I thought he had refer-
ence to guaranteed interest that was defaulted.

The Witness— Did you say interest or prin-
cipal ?

Mr. Clevenger— I meant principal.

The Vice-Chancellor— I thought the question
had reference to the default in interest.

Q. Now, when there came a default in the interest
on those mortgages, did you make a demand upon the
West Jersey Mortgage Company for the interest?

A. No.

Q. Why not?

A. Because— I don’t know whether I can answer that
exactly, because I don't know whether I recall, but mv
recollection is that at the time this default took place I
assumed that the West Jersey Mortgage Company did
not have the funds to pay the interest, because I knew
that if they had it we would have received it regardless
of any demand, it wasn’t necessary to make any demand.

Q Now, how early was that?

A. That was when the default was discovered, March
1st, 1015,

Q. And you knew as early as March 1st, 1915, that
the West Jersey Mortgage Company was unable to pay
its guarantee, didn’t you ?

A 1 so assumed.

Q Well, didn’t you know it?

A. Thad no positive means of knowing it, except we
didn’t get the money.

Q Now, Mr. Sypherd, why didn’t the Guarantee

st Company proceed and foreclose the mortgages

kddby it, under clause 5?

A Because in the judgment of the board of directors

10
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of the Guarantee Trust Company it was not deened
advisable.

Q. Now,” what were the facts that led the Guarantee
Trust Company to assume that it was not advisable
foreclose?

A. Well, there were several things that caused us o
reach that conclusion. In the first place, at that tine
there was absolutely no market for the land, and a
foreclosure of those mortgages would have resulted, in
so far as we could see, in our buying the property inas
trustees, which would have meant no gain whatever to
the bondholders, and we felt that the bondholders weare
just as well off to await development and see whether
there wasn’t some plan that could be worked out by
which the conditions down there would be inpoved
In fact, there was a movement on foot, started by o
tain of the interested parties, to endeavor to seawe the
rebuilding of the bulkheads, and we felt that if that
plan could have been worked out and became a s
cess that a part, if not all, of the original values of
land would be restored and that eventually the bond
holders would be able to get out their money.

Q. Now, that was your judgment in what year?

A. That was our judgment in 1915.

Q. What is your judgment in 1916?

A. Absolutely the same.

Q. Why is the Guarantee Trust Company, thm
foreclosing these mortgages against Margate City?

A. As to the reason that the Guarantee Trust Gam
pany is foreclosing its mortgages, I do not think that
that has any bearing whatever on this case, I cant see1
in this particular— the land that is involved in thoseca
has no relation to this land.

Q. Some of this land is located in Margate Qty,
isn’t it?

A. Ttis. h

Q. And the Trust Company owns a mortgage O
whole of Margate, doesn’t it?
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A. No.

Q. Practically the whole, isn't it—the better part of
it?

A. I can’t say to what extent that mortgage goes.

Q. Well, they hold a mortgage for upwards of $150,-
000 on Margate City, don’t they ?

A. No.

Q. Well, of a hundred thousand dollars and up-
wards?

A. T think it is less than a hundred thousand dollars. 10

Q. And accrued interest ?

A. Yes, probably might have been over a hundred
thousand dollars.

Q. They are foreclosing that mortgage, aren’t they?

A. Yes, they are.

Q. When did they file the bill?

A. [ don't know the date.

. This year?
. No.

Q. Last year? 20

A. Sometimes in the fall,
Q. Well, now, if it was the judgment of the Guaran-
tee Trust Company that they should foreclose its own
mortgage why wasn'’t it their judgment that they fore-
close these mortgages held under this agreement ?

A. The judgment of the Guarantee Trust Company
4to what it should do with a mortgage owned by it on
land in one part of Atlantic City and what it should do
N a representative capacity, as trustee under a trust
agreement, with mortgages on land in another part of
Atlantic City has no relation one to the other; we ex-
ercised our judgment in each individual case, one has
10 bearing on the other case.

Q. The mortgage on the land in Margate City that
Sheld by the Guarantee Trust Company as an institu-

tion is op unimproved land, isn’t 1t?

A Tt is on unimproved land, yes.

16 con
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Q. And the land covered by the mortgages that ae
attached to and as collateral for this agreement of Sy
tember ist, 1911, is all unimproved land, isn’t it?

A. Oh, it is on—

Q. Isn'tit?

A. Yes, but it is on an entirely different dass o
land.

It is right back of the bulkhead, isnt it?

A small quantity of it is.

The greater part of it is, isnt it?

No.

All on the south side of Atlantic avenue, isntit?
No, absolutely not, only a small portion of it
Now, is that the only reason that you have formt
wanting to foreclose the mortgages under section 5?

A. Our only reason is that in our judgment it ws
not advisable for us to proceed and exercise the ponas
not the duties, but the powers, given us in section 5

Q. Then the reasons that moved you, and the aly
reasons, are those which you just name?

A. That it was contrary to our judgment, and that i
wouldn’t have been for the best interest of the boxdt
holders to have foreclosed those mortgages under e
conditions that existed.

Q. That is not what I asked you.

A. What did you ask me? Repeat it, Mr. Jevagr,
please. )

Q. (Repeated.) Then the reasons that moved ymy
and the only reasons, are those which you just mme «

A, Yes. > , Jjd

Q. Now, Mr. Sypherd, if you had foredosed»
mortgages and the property had been bought in o
benefit of the bondholders, and the taxes had been
by the bondholders, they would be saving six pe
interest up to 1915» would they not, and two per
interest since 1915?

A. Yes, they could, if they had paid us the

h forprlosed the mortgages and pa

CPO» PR
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taxes. We had no funds in our hands to be used for
such a purpose.

Q Even foreclosure of the mortgages is to be pre-
ferred to permitting the mortgages to lay there drawing
twelve per cent, on taxes up to 1915 and eight per cent,
since’?

A We have considered, so far as our duties under
section number 5 of this trust agreement are concerned,
inview of all the circumstances surrounding the case
that such is the case.

Q (Question repeated.)

A. Tt is true that in our judgment it was preferable
to allow these mortgages to be in their present condi-
tion rather than to take the initiative on our own re-
sponsibility, without authority from the requisite num-
ber of bondholders, to have proceeded to foreclose these
mortgages.

Q Is there anything under section 5 that requires
youto have the consent or the requirement of the bond-
holders to foreclose the mortgages ?

A. There is no provision of section number 5 requir-
ingus to have the consent of any bondholders.

By the Vice-Chancellor.

Q Let me interrupt to ask again: When you took
over those securities in satisfaction of your loan, when
you purchased those bonds in satisfaction of the loan

of youi bank, of those notes due to your bank, what
was the date ?

A. March 5th, 1915.

That was just before the interest defaulted, was
it not?
A After.

Q What was the date of the interest default?
A March 1st.

Q I mean the interest default on these mortgages ?
« Well, that was the first default.

V On these guarantees of mortgages ?
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A- March igt.

Q. Well, then, your bank knew at that time of the
default, of course?

A. Yes, we knew, at least the—

Q. I mean the default, now, under the guaranty?

A. Well, T can’t say that the directors knew of the
default in those few days, our records would have
shown it, but I don’t think that it wds specifically called
to their attention, nor do I think— in all probability-*-
that any of them knew anything about the default hav-
ing occurred on March ist.

By Mr. Clevenger.

Q. You knew it?

A. T probably knew it.

Q. Mr. Godfrey knew it?

A. But the matter of a default in the payment of in-
terest for three days is not such a serious matter that it
would be called to your attention specifically, and would
not be, as a rule. We don’t get disturbed if a man is
three days late paying his interest If he is two weeks
late he gets a second notice, and if he is thirty days he
generally gets something more severe. But a three or
four-day default has practically no attention.

Q. Mr. Godfrey knew it, didn’t he?

A. I don’t know that Mr. Godfrey did, I cant say.

Q, Mr. Jefifries knew it?

A. T don’t suppose Mr. Jeffries knew anything about
it; no, I am positive he did not; Mr. Jeffries has noth-
ing to do with that end of the business.

Q. What notice did the Guarantee Trust Company
ever give the bondholders—

By the Vice-Chancellor.

Q. Let me ask this— the record already shows,
guess, but I don’t know— how many of the directors o
the Guarantee Trust Company were directors of the

West Jersey Mortgage Company?
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A. About four.

Q. At the time of this settlement between the Guar-
antee Trust Company and the West Jersey Mortgage
Company ?

A T can answer that, I think, if you want it. I will
answer it right now.

Q Can you tell?

A. Yes, there were four, I think. I will just tell you
who they were. There was Mr. Faunce, William A.
Faunce, C. J. Adams, George P. Eldridge; I guess that
isall.

Q Three?

A. Mr. Godfrey wasn’t a director March ist, 1915—
yes, he was, too, Mr. Godfrey.

Q Four?

A. Carlton Godfrey.

Q Then there were four that were on each board ?

A Let me see whether Mr. Hackney was at that
time—and John W. Hackney, that is five out of twenty
directors.

0- Who would there have been in the West Jersey
Mortgage Company on whom would have fallen the
duties to actually pay this interest? What men, I
mean, would have been the ones who would necessarily
have known of the default in the West Jersey Mbrt-
gage Company?

A. The treasurer.

Q That Was who?

A That was Mr. Hackney.

Q Well, Mr. Hackney would have had to have got-
tenthe money from somebody. Who else?

A Well, he would have gotten the money from the
owner of the property, if ever it had been collected, and,
°f course, if it hadn’t been collected he would simply
a his own initiative have paid the guarantees as they
tdl due. «

Q Now, that leads, then, to the next inquiry: What
conmon directors were there in the Vjentnor Syndicate

v owould have had to raise this money,— and in the—

1.0
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A. Guarantee Trust Company.

Q. Guarantee Trust Company?

A. There were only two directors in the Ventnor Syn-
dicate that were also members of the Guarantee Trust
Company board, and they were Mr. Godfrey and Mr.
Wahl, I think they were the only two.

O. And what position did Mr. Godfrey hold in each.

A. Mr. Godfrey was secretary of the Ventnor Syn-
dicate.

O Who was treasurer, do you know.

A I don’t know; I don’t know whether Mr. God-
frey was treasurer or not, I can’t say whether he was
secretary and treasurer both, X am not sure, on

think he was. I had better not try to answer that for I

don’t know.

By Mr. CHevenger.

Q. Clement J. Adams was a member of t e a

the Ventnor Syndicate

A. Was he? n )

q the West Jersey Mortgage Company and
Guarantee Trust Company, was he not?

A He was of the Mortgage Company, I dont kn
whether he was of the Ventnor Syndicate or not.

ru.

By the Vice-Chancellor.

Q. Was Mr. Godfrey present, do you reea ,
meeting where the Guarantee Trust”Company ck*«U«?
its accounts with the West Jersey Mortgage Co p y

A. T think he was.
Mr. Clevenger— Judge Cole showed that.

By Mir. Clevenger. Mr.
Q. Now, did the Guarantee Trust Comp
Sypherd, ever send notice to the bondholdersi un *
agreement of September ist, 1911, that ther
a default in taxes or interest or principal.

A. No.
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Q1 Why not?

A. The nonreceipt of interest by the bondholders
showed that, and we received a number of letters from
them and we replied and told them the conditions, told
them that the interest had not been paid and as soon as
it was paid that it would be forwarded to them.

Q. Well, why didn’t you give them notice of the non-
payment of the taxes ?

A. Because— I don’t know as there was any particu-
lar reason for it, Mr. Clevenger, except that we were
not obliged to do it, and I saw— at least, I did not be-
lieve anything could be gained by such action.

Q. Didn’t you think they were entitled to that notice ?
A. T didn’t consider it.

Q. You think that was giving them fair treatment
to keep from them that the taxes hadn’t been paid in
Some cases since 1912?

A. Whether a question is fair or unfair is one for
other men to decide. I can answer that in a general
way: That we consider that our course in all these
matters in connection with the handling of these mort-
gages has been justified.

Q. And do you also consider that you were exercis-
ing a like business judgment with regard to your trust
as you did when you were collecting the $54,000 from
the West Jersey Mortgage Company?

A. T do not think that is a fair question,— a totally
different proposition.

Q That is the only answer you have to that?

A. What might influence you in one case would
have no bearing upon another, Mr. Clevenger. We
consider that we exercised good judgment in this par-
ticular case, and we exercised good judgment in the
other case in buying the bonds and having the notes

paid off.

Q How do they differ, Mr. Sypherd ? I would like
tohave your idea on that.

A. Well, Mr. Clevenger, it is a very different situa-
hon. You can follow these things out and reason them

10
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to your heart’s content. Take a case where a trust
company is trustee under an agreement of this char-
acter, and in this particular case, of course, there were
only about, I suppose, thirty bondholders, but suppose
that you have a case where there are five hundred
bondholders. You would not think it was the duty of
a trustee after every default that occurred in connec-
tion with the mortgages—

Q. Now, confine yourself to this case, Mr. Sypherd.

A. T am just explaining to you, you want to know
how I reason out these things— you would not expect a
trustee to notify each individual of everything that
happened in connection with the handling of that trus-
teeship. The trust agreement under which these bonds
were issued provided a method, and unless the default
in the payment of a tax was considered so vital that
the interest of the bondholders were suffering so terri-
bly that they were in danger of losing their principal,
1 personally do not feel that it was the duty of a trustee
to go as far as that, to notify every single bondholder
of a default in the payment of taxes. If that were the
case our company, for one, would never accept a
trusteeship, if we had to do some of the things that
some people would regard as the duty of a trustee for
the very small compensation which you receive.

O. Now, tell me how the two cases differ ?

A. Well, under the trust agreement the trustee h
only compelled to act when he is requested to by the
bondholders; in the other case it is a matter of your
own individual business that you are handling, and we
exercised our judgment in both cases and acted accord-
ingly.

Q. You put your acts entirely upon your obligation
under the agreement of September ist, 19117?

A. Not altogether.

Q. Well, in what respects do you depart from the
obligation imposed upon you in that agreement?

A. In what respect?
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Q. Yes.

A. Well, T can only answer that by saying that in
our judgment it would not have been a good business
move to have foreclosed those mortgages. Here is the
difference. You speak about the case where we took
over the bonds. There was a case where nothing was
done, no foreclosure proceeding was instituted, no ex-
pense was incurred, no money was required to be put
up by anybody, nor was hardship worked in any way,
it was simply a case of substitution in a wav and the
purchase of securities by a banking institution which
enabled a borrower to pay off his loans. That is a very
(iifferent proposition from starting out to foreclose 22
mortgages of a character of these and covering land
that was in a condition this land was in.

Q You took from the West Jersey Mortgage Com-
pany in that case its most valuable asset, didn’t you ?

A. T can’t say, if we did we paid them for its full
worth.

Q And you got your claim ahead of other creditors?

A. Certainly, yes, we were paid so that we had no
daim we weren’t a creditor of the West Jersey Mort-
"age Company at the time of the receivership.

Q@ You had a claim of $4,000 against them, didn’t
you?

A. No, not a cent, they owed us nothing at the time
of the receivership.

Q Didn’t they owe you $4,000 March 1st?

A. They did.

Q Didn’t the Guarantee Trust get its money ahead
of other creditors of the West Jersey Mortgage ?

A They got the money, yes, but they weren’t a

editor. You say other creditors.” We weren’t a

creditor, and we already had in our possession, as you

"ell knew, $42,000 of those bonds and we also had

ngooo Of bonds that were just as good.

Q And $40,000 of the same character of bonds
attached to your agreement ?

17 CON
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A. Mortgages?

Q. Mortgages, yes.

A. Yes, not considered as good as the others.

0O.And you wanted to get rid of them, didn’t you?

A. We wanted to get better security for our lon
yes.

O. Now, what notices to pay the taxes did you gve
to the owners of the land after you found out that they
were in default?

10 A. None.

Q. Why not?

A. Because we knew that the condition of the owners
of the land was such, combined with their default in
paying interest and letting their property go, that it
would have been a useless expenditure of time ad
money.

Q. Did you ascertain, Mr. Sypherd, that some of the
land in Ventnor had been sold at tax sale and bought
in by a man named Schaffer ?

20 A. Yes.

Q. Did you bring that to the attention of the bond
holders ?

A. No.

Q. Why not?

A. For the same reason that I have stated in answer
to other questions of similar character.

Q. Don’t you know under the tax laws of the Sae
that the purchaser has a right to take possession of tte
property ?

30 A. Yes, and I know you have a right to redeem

Q. And don’t you know that the tax sale cuts ata
mortgage interest ?

A. Not absolutely, no; the interest of these nut
gages is not cut out.

Q. And with that knowledge before you you broug
that not to the attention of the bondholders?

A. No, I did not. ?

O. And you thought it was not your duty to dos
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A. Correct.
And you thought it was not your duty to foreclose
under section 5 of the agreement ?
A. We did.

Q. Now, Mr. Sypherd, will you refer to the agree-
ment of September 1st, 1911, and point out to me any
section 1n that agreement that has to do with the fore-
closure of mortgages for non-payment of interest or
taxes other than that of section 57

The Vice-Chancellor—Unless you think it is

there, do not waste any time in reading it over.

[ think there is a provision here that we are not
required to take any action. Section 10. ‘““T'hat if de-
fault shall be made in the payment of any part of the
principal or interest of the Company’s bonds and pay-
ment thereof shall have been demanded at the office of
the Trustee in Atlantic City, New Jersey, and in case
the said default shall continue for thirty days after said
demand, then and in that case, upon a requisition in
writing signed by the holder or holders of the Com-
pany’s Bonds to an aggregate amount {:([Udi to twenty-
five per cent. in value of the Company’s Bonds in this
series then outstanding, or upon requisition of the Guar-
antor, and upon proper indemnification of the Trustee
for the costs and expenses to be incurred by it, it shall
be the duty of the T'rustee, upon thirty days’ notice in
writing to the Company, to realize so far as possible by
the foreclosure or sale or other collection of the bonds
and mortgages which shall then constitute the Trust
Fund, the amount secured thereby and to apply the
amounts so collected to the payment of the principal
and mterest then due upon the Company’s Bonds equally
PO rata, and if the amounts so realized are not suffi-
cient to pay the full amount then due for principal and
Interest upon the Company’s Bonds, then outstanding
n said series, the Trustee shall, upon further reasonable
Htiummudmn take proceedings to collect from the
knm[;.m} said deficiency. The Trustee shall have full




10

20

132 HERMAN M. SYPHERD----DIRECT.

discretion as to the time and manner in which it shall
proceed for the collection of the amounts secured by the
Trust Fund, or the sale of any bonds and mortgages
therein, and said Trustee shall not be liable either to
the Company or to the bondholders for anything except
lack of good faith or of ordinary care therein. And
the Company hereby agrees that it will, upon demand,
pay to the Trustee any and all reasonable expenses
which it may, as provided in this instrument, incur for
the payment of which it may become liable in the per-
formance of any of its duties as such Trustee.”

Q. Do you claim that that is the authority to fore-
close for nonpayment of interest and taxes so far as the
collateral is concerned? ,

A. If we had a notice served upon us by 25 per cent,
in value of the holders of the bonds, we then would be
required to foreclose.

Q. Isn’t the authority in section 10 predicated only
upon a default in the payment of the bonds issued under
the provisions of the agreement and not upon a default
under the mortgage?

A. No, it is a default in the payment of any part of
the principal or interest of the company’s bonds.

Q. Of the company’s bonds?

A. Yes.

By the Vice-Chancellor.

Q. Section 5 has reference to default in taxes, I
think ?

A. Yes, it covers that.

By Mr. Clevenger.

Q. Section 1 provides what a bond is, doesnt it?

A. Yes.

Q. That confines it absolutely to the bond issued
under the terms of the agreement, doesn’t it, and not to
the bond that accompanied the mortgage?

A. Yes, it refers to the bonds issued under the agr™'
ment.



HERMAN M. SYPHERD—DIRECT, 133

(). Well, then, doesn’t section 5 govern the fore-
closure of the collateral mortgages and section 10 the
proceedings in case of default on the bonds ?

A. Yes.

Adjourned until Tuesday, February 6th, 1917, at At-
lantic City, N. ]J.

Resumed, before his Honor, E. B. Leaming, Vice-
Chancellor, at the Chancery Chambers, Atlantic City,
\ew Jersey, on Tuesday, February 6th, 1917,

Appearances—William M. Clevenger, Esq., for com-
plinant; Hon. Clarence L, Cole, for Guarantee Trust
Company, one of the defendants : Harvey F. Carr, Esq.,
or John G. Horner, Receiver of the West Jersey Mort-
sage Company, one of the defendants.

Herman M. Sypherd, recalled.

By Mr. Clevenger. ,

Q. Now, Mr. Sypherd, annexed to the agreement of
“ptember 1st, 1911, there is a list of securities. Have
fou those securities in court?

A. Yes.

(). Does the schedule show the name of the mort-
sagor, the name of the mortgagee, the date, the lot, the
block number and the city in which it is located, to-
gether with the amount ?

The Vice-Chancellor—This is a schedule an-
nexed to the bill ?

Mr. Clevenger— Annexed to the agreement of
September st Q1.

A Tt does,

The Vice-Chancellor—Jt is not annexed to the
bill, is it ?

Mr, Clevenger—It is also annexed to the bill ;
yes el

0. Weess »
<% Were all of those mortgages drawn for the same

Priod of time
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A. Yes, I think so, Mr. Clevenger. I would have to
examine each one to absolutely verify that.

Q. I wish you would examine each one and give me
the date of the mortgage and the due date.

A. All right. I will start with number i.

Q. And rate of interest?

A. $5,000, dated August ioth, 1911, due August
1oth, 1914.

Q. Six per cent.?

A. Six per cent., covering— do you want the lot and
block number?

Q. Just the due date; I have all the rest in the sched-
ule. s ‘

A. $5,000, dated September 1st, 1911, due Sep-
tember 1st, 1914. $5,000, dated September 1ist, 1911,
due September 1st, 1914- $5-000,>September 1st, 1911,
due September 1st, 1914. $5.°°°- September 1st, 1911,
due September 1st, 1914. $2,000, dated September 1ist,
1911, due September 1st, 1914- $2,000, September 1st,
Ign, due September 1st, 1914- $2,000, September 1st,
1911, due September 1st, 1914. $2,000, September 1st,
1911, due September 1st, 1914- $2,000, September 1st,
1911, due September rst, I9H- $2,000, September 1st,
1911, due September 1st, 1914. $5.°°°° dated March
1st, 1912, due March 1st, 1915 $5€0<» dated March
1st’ 1912, due March 1st, 1915- $5%00’ September 1st,
1911, due September 1st, 1914-

Q. Is that one dated September 1st?

A. September 1st, 1911. $5,000, dated March 1st
1912, due March 1st, 1915- $2,000, dated August
31st, 1912, due August 3i1st, 1915- ' $2,000, date
August 31st, 1912, due August 3ist, 1915- $2’000,
August 31st, 1912, due August 3ist, 1915% $2°°%
dated August 31st, 1912, due August 3Ist>
$2,000, August 3i1st, 1912, due August 3Isti 5
$5,000, August 21st, 1912, due August 21st, hT
$5,000, dated November 12th, 1912, due ov
12th, 1915. That is all.
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Q. Now, Mr. Sypherd, take up the last mortgage,
covering lot 14, in block 71 A?

A. Yes.

Q. Will you tell me on what street that lot faces?

A. West line of Avalon avenue, 300 feet south of
Atlantic.

Q. Now, that mortgage, Mr. Sypherd, was made by
the Roebling Realty Company to the Ventnor Syndicate,
was it not?

A. Yes.

Q. And by the Ventnor Syndicate assigned to the
Guarantee Trust Company?

A. That is correct.

Q. And the previous mortgage for $5,000 was made
by the Ventnor Syndicate to the West Jersey Mortgage
Company and by the West Jersey Mortgage Company
assigned to the Guarantee Trust Company?

A. Tt was.

Q. All of the other mortgages were made directly
by the Ventnor Syndicate to the Guarantee Trust
Company, Trustee, were they not?

The Vice-Chancellor— Do you understand
that to be the fact?

Mr. Cole 1 believe so. I have not examined
it to see.

The Vice-Chancellor— I thought he could
answer yes and save the time and trouble of
going through them now, and later if he find's
it is not correct he can make the correction.

A. 1 find one mortgage, Mr. Clevenger, $5,000, cov-
enng lot 14, 108A, made by Ventnor Syndicate to West
Jersey Mortgage Company and assigned by the West
Jersey Mortgage Company to the Guarantee Trust

mpany, in addition to the two that you have just
referred to; the balance—

(Q What is that? 108A?

*eYes. The balance of the mortgages are all made

|j the Ventnor Syndicate to the Guarantee Trust
Company, Trustee.

10

20

30



10

20

30

136 HERMAN M. SYPHERD— DIRECT.

Q. Then that is for lot 14, in block 108A?

A. Yes.

q - Then the schedule is in error when it states tat
it was made directly by the Ventnor Syndicate to tte
Guarantee Trust Company?

A. Yes; if that is the way the schedule states itit
is an error. Wait until I find that in the letters. Yes;
that was made from the Ventnor Syndicate to West!
lersev Mortage Company and assigned to the Guarntee
Trust Company, Trustee.

Q, And all of those mortgages bear six per @t
interest ?

A. Yes.

O. Is there a West Jersey Title & Guaranty Com
pany title insurance policy with all of them?

A. Yes, sir.

Q. Is there West Jersey Mortgage Company imsu-
ance with all of them?

A. There is.

O. Give me the guarantee numbers of each one &
them, commencing with the first in the schedule?

A. A 564, A 601, A 550, A 546, A 547» A 519
A 545, A 548, A 543- A 544- A 542, A 642, A 614

Q That is the $5,000 one now?

A. Yes; A 652, A 662, A 721, A 720, A 761. A**
A 763, A 764 and A 500.

Q. Now, have you with each of those mortgag
certificate of appraisal?

A 1 think so. I have all the certificates of appr
with the exception of some of the last mortg.geso»j
this list which I am wunable to find; I on
where the certificates are; they were fie wi
mortgages when deposited with us, but m s
ner they have been mislaid, and up to the f*ese
I haven’t been able to find them, but I wi S
the ones that I have and the rest of them are
similar nature and each mortgage is blia
the West Jersey Mortgage Company.
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Q. Can you give them to me in the order in which
they are quoted on the schedule attached to the agree-
ment of September ist, 1911?

A. T will see if T can. I have the certificate for
mortgage of $57000 covering 108 A., first, covering
lot No. 14.

Q. I want to ask the same question about each one?

A. All right.

Q. Who made the certificate of appraisal 108 A.,
lot 14? ' g | 10

A. John W. Hackney, Clement J. Adams.

By Mr. Cole.
Q. Can you give the amount?
A. $5,000.

By Mr. Clevenger.

Q. What is the date of it?

A. October nth, 1911.

Q. Was there ever a re-appraisal of that particular 20

iot? S I m 1 m
A. No.
Q. Did you ever call for one?
A. No.
Q. Why not?
A. T have no reason to assign, but we didn’t call for

it, it wasn’t necessary.
Q: Did you ever suggest one?
A. No.

Q@ John W. Hackney and C. J. Adams were offi- 30
cers and directors of the Ventnor Syndicate and the
est Jersey Mortgage Company, were they not?
A Tcant say. I know that Mr. Hackney was the
t easurer of the West Jersey Mortgage Company and
ilem er of its board of directors, and that Clement J.
ams was a member of the board of directors of the

18 con
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West Jersey Mortgage Company, but as to their con-
nection with the Ventnor Syndicate I don’t know.

Q). You have no knowledge then that C. J. Adams
was an officer of the Ventnor Syndicate ?

A. No, I don’t; I have knowledge—at least, my in-
formation is that he was a director of the Ventnor
Syndicate, what official capacity he held, if any, I dont
know.

Q. Both of those men were on the board of the
Guarantee T'rust, weren't they?

A. They were.

Q. Now, take up the second mortgage, block 9, lot 9.
\What is the date of that appraisal?

A. October 13th, 1911.

(). Who made it?

A. John W. Hackney, Clement J. Adams.

(). Was there ever a re-appraisal there’

A. No: I can say now there was a re-appraisement
in none of the cases, to save time, if that is satisfac
tory to you.

(

-

A.

. And you called for none in any of those cases’
No.

O. And for the same reason you gave before?

)

)

\. The same reason.

). Now, pass to the lot 7, block 100 A.?

A. Appraisal dated December 27th, 1911, $35,000,

(
that mortgage appraisal blank signed by C. J. Adams
and. .. Robins. The' next. two mortgages, $5.00
each, on lots 7 and 14, block 108 B.. and also six mort
gages—

Q. Just wait, you haven't told me—

A. I am going to tell you all in one sentence
12 and 1

Lo

mortgages, $2,000 each, on lots 4, 5, 6, 11,
.1 block 108 B., appraisal blank signed by C. J. Adar
and F. C. Robins.

Q. What is the date?

A. Dated December ath T UL,

Q. Take up the next one.
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A. The next one, May 16th, 1912, mortgage $5,000,
covering lot number 16, block 11, committee, John W.
Hackney, C. J. Adams. June 1st, 1912, mortgage
$5,000, lot number 8, block 12, signed also by John W.
Hackney, C. J. Adams. June 15th, 1912, mortgage
$5,000, covering lot number 16, block number 12, signed
John W. Hackney, C. J. Adams. July nth, 1912,
$5,000, covering lot number 7, 82 A.,

86 A., isn’t it?

86 A.

Signed by whom ?

Signed by John W. Hackney, C. J. Adams.

Have you any more appraisals?

I am not sure, just let me see. (After examina-
tion) I find that is where they stop, I think, and I
was unable to find the balance of the appraisal blanks___
yes, that is the last one.

Q That is all you have ?

A. Yes.

O OPO

By the Vice-Chancellor.
Q. You are sure the others were made, are you ?

f A- oh’ absollttely. As each mortgage was presented
tous we received this blank signed by members of the

ortgage Company committee and accompanied by the

guarantee of the Mortgage Company of the full amount
ot the mortgage.

By Mr. Clevenger.
Q In every instance ?
In every instance. There never was an instance
v ere a mortgage was received without those papers.
“re y°u sure of that, Mr. Sypherd?
A. Absolutely.

SeC’nd mort” e in the schedule and
A * not rece*ve tbat without your appraisai ?

Q Yes S300nd m°ltgage in the schedule?
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A. Lot 9, block 9?

Q. Yes.

A.I think not; I think that was included here, hot
9, block 9, is accompanied by the written appraisal.

Q. On what date?

A. October 13th, 1911.

Q. When was your mortgage deposited?

A. The mortgage was deposited October 13th, 1911,
the same day.

Q. Doesn’t your schedule say October 12th?

A. Tt does not.

Q. Now, all of this land covered by those mortgages,
MkF. Sypherd, is unimproved, isn’t it?

A. Yes.

Q. All of the land described in the mortgages is
located between Atlantic avenue and the ocean?

A. Yes.

Q. And all of the land is what is known as filled
land ?

A. Well, T can’t say about that. No, I wouldnt
sav that it is, because there may have been certain sec-
tions of it that was the natural land as it stood, I
den t know about that. I assume that most of it, how
ever, was the land that was filled back of the bulk-
heads.

Q. You know there are bulkheads in front of all of
the blocks in which this land is located, don’t you?

A. Yes.

Q. Do you know how many of the bulkheads hae
been washed out ?

A. No, I don’t know how many exactly, there hae
been several of them to my knowledge.

Q. Can you pick out any of the mortgages where the
bulkheads have been washed out in front of them?

A. Yes, I think I can, from information that I
have; I don’t know that I ought to attempt to do that,
Mr. Clevenger, accurately, I think I can tell you prety
nearly, though, where the land has been injured b
washouts, between what blocks, if you want it
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Q. Suppose you do that?

A. T have a map here that shows it pretty well, I
think. The washout as I have it here outlined extends
from block 82 B. to block 88 A., that is, from Hamilton
Avenue to Mobile. This line (indicating on map),
Vice-Chancellor, indicates the probable extent of the
washout, that is probably how far back it goes, just a
rough idea of the damage.

Q. And that washout occurred in 1913?

A. My recollection is that there were two wash-
outs down there, occurring in 1913 and 1914.

Q. And each of those destroyed some of the land
covered by these mortgages?

A. Tt injured the land, yes.

Q. Was there any washout in block 108?

By the Vice-Chancellor.

Q. Were any of these washouts prior to the execu-
tion of the mortgages?

A. No. What is that number.

By Mr. Clevenger.
Q1 In block 108?
A. T don’t think so.
Q Any in71 A.?
A. My recollection about 71 A. is that it was washed
Int later the bulkhead there was restored.
Any in block A. in Margate ?
No.
That bulkhead held, didn’t it?
Those bulkheads all held.
No damage done?
None whatever.
To the Margate bulkhead?
To the bulkhead or the land either.
Q. Now, Mr. Sypherd, the bonds that were issued
iased upon these mortgages were guaranteed by the
est Jersey Mortgage Company, weren’t they ?

PO PO PO PO

10

20



10

20.

142 HERMAN M. SYPHERD— DIRECT.

A. They were.

Q. And those bonds were issued by the Ventnor Syn
dicate ?

A: Yes.

Q. And certified by the Guarantee Trust Company?

A. As trustee, yes.

Q. Why did you have the mortgages which wee

delivered to you directly by the Ventnor Syndicate aso
guaranteed by the West Jersey Mortgage Company?

A.

We had nothing to do with the question of having

«a guarantee or not having a guarantee, they were d&
livered to us with a guarantee attached.

Q.

Now, these appraisals, Mr. Sypherd, did not a

praise the land on which the mortgages was placed, dd

they ?

POPOPOX

They did not.

They simply appraised the mortgage?

As being worth the face value.

Does it say that?

I think so.

Read one of them into the record.

“The undersigned are familiar with the property

covered by the following mortgages made by Venmor
Syndicate to Guarantee Trust Company, dated Septemr
ber ist. 1911, namely, mortgage of $5,000 on lot 7
block IOC A., on map entitled ‘Map of Property st
ate in and adjacent to Ventnor City, New Jersey, be
longing to Ventnor Syndicate. Scale one inch 80 feet.
December 23d, 1910. By W. L. Risley, Civil Engineer
and Surveyor. Atlantic City, N. J.” Two mortgages
of $5,000 each, on lots 7 and 14, in block 108 B, m
the aforesaid plan. Six mortgages of $2000 each, m
lots 4, 5, 6, 11, 12 and 13, block 108 B., on the afore-
said plan. And we do hereby appraise'said mortgages
at the sum of $27,000/'

Q. That is the general form of each of those
praisals ?
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By the Vice-Chancellor.

Q. The amount of the appraisal, of course, is the
face value of the mortgage ?

A. That is it, yes, sir. The form is just a little
different, doesn’t go into detail in describing the sur-
veyor’s record, &c., but the language of it is the same.
I will read another one of them to you a little different.
“The undersigned hereby appraise the mortgage made
by Ventnor Syndicate to West Jersey Mortgage Com-
pany, dated August loth, 1911, covering lot number
14, block 108 A., on map of Ventnor Syndicate prop-
erty in and adjacent to Ventnor City, at the sum of
$5000.” That is the form of all of them.

By Mr. Clevenger.

Q Now, Mr. Sypherd, take up the accounts which
you have of all moneys received and disbursed as trus-
tee?

A. All rirht.

Q I want to know all moneys which you have re-
ceived as trustees, and the date and from whom and for
what ?

A o you want all this record read off— evervthinp «
every item, beginning with the first payment here re-
ceived by us ?

The Vice-Chancellor— Can’t it be copied and
filed ?

Mr. Clevenger— Yes, sir.

The Witness— It will save a lot of time.

Mr. Clevenger— Then it is understood that a
copy of this is to be submitted in evidence, if
your Honor please?

The Vice-Chancellor— Yes, I should think it
would be prudent; it will save a lot of time.

Mr. Clevenger— Yes, sir; I simply want to
examine it. I am satisfied with that course.

(Said copy of account considered marked
Hxhibit C 29.)
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By the Vice-Chancellor.

Q. You might let the record show the aggregate, if
it is added.

A. It is not kept just that way; it wouldn’t showi
in looking it over.

By Mr. Clevenger.

Q. Now, Mr. Sypherd, this is the page taken out o
the book of original entry?

A. Tt is.

Q. And is as it was made at the time it was paed
in the book first?

A. Yes; it is the ledger account taken from te
original book of the trust department of the Guarantee
Trust Company. The original entry, of course, wastle
daily entry made in the cash book.

Q. But this record truly copies what was in the ah
book?

A. It is a true copy of exactly what appeared inthf
cash book on each successive day.

Q. Now, these bonds that were issued, Mr. Sypherd,
all drew the same rate of interest as the bonds ad
mortgages deposited?

A. Yes, sir.

Q. And the bonds were issued on September i,
1911 ?

A. They were dated September ist, 1911, but notdl
issued at that particular date.-

Q. And the interest on all of them was payable s
annually?

A. Yes.

Q. So that the first instalment of interest was de
on March ist, 1912?

A. That is correct.

Q. From where did you get the money to pay
interest on those bonds on that date?

A. From the West Jersey Mortgage Company.

O. And from where did you get the money to py
the interest that was due on September ist, 191
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, A. Do you care for me to say that all the interest
received by us as trustee was received from the West
Jersey Mortgage Company, the guarantor of the mort-
gages?

Q. And you never received any interest from the
Ventnor Syndicate ?

A. No. «

Q. Not a single dollar?

A. Now, let me just look at this. I think I am all
right on that. (After examination.) No; the records 10
show nothing received from the Ventnor Syndicate;
in fact, I am positive it all came through the guarantor
that is the usual method of receipt of interest.

Q. You never received a dollar of principal or in-
terest from the Ventnor Syndicate?

A. No. .

Q. You never received a dollar of principal from the
West Jersey Mortgage Company, did you ?

A. Of principal ?

Q. Yes. 20

A. No.

The Vice-Qhancellor— From what?
Mr. Clevenger— From West Jersey Mortgage
Company.

Q. Never a dollar of principal from the West Jer-
sey Mortage Company?

A. No.

By the Vice-Chancellor.

Q Did you receive any principal at all ? 30
A. No principal at all.

By Mr. Clevenger.
Q When was the last payment of interest received
hom the West Jersey Mortgage Company?
A. The last interest received was on September 20th, ’
015.
Q How much was that ?
19 CON
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A. $150.

Q. What was that on?

A. On a mortgage of $5,000, covering lot muber
14, in 108 Bx

Q. When was the last payment of interest that ymu
made to the bondholders?

A. September 1st, 1914.

O. Were all of the bondholders then paid in full yp
to that date?

10 A. They were.

Q. Now, Mr. Sypherd, I want you to add the tod
of receipts and total of disbursements on September 1,
1914, and tell me if they balance on that date?

A. What do you mean? Do you mean the nones
received by us on September 1st, 1914* an(f those pad
out, or what we had on hand that day?

Q. I want your balance on September 1ist, 1914.

A. Our balance on September— let me straighten you
out. The balance—

20 Q, No, I don’t want you to straighten me ou, I
want you to answer my question.

A. All right, then, the balance on September i
1914 —

Q. No; I want September 1st, 1914-

A. Well, all right. On September 1st, 1914 —

Q. I want that accurately.

A. All right. $750. That is correct. $75°%

Q. Is your ledger so kept that you can tell ne te
total of the debit side on that day and the total of te

30 credit side?

A. On that date?

Q. Yes.

A. There were no payments out on that date, it ves
all on one side.

Q, I mean the total up to that date?

A. Up to that date? You mean prior to Septenber
1st? *
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Q I want to know if your ledger is so kept that you
cn give me the grand total of receipts from the begin-
ning of the trust to September 1st, 1914,— that is, on
both the debit and credit side

A No; it isn’t so kept. Of course, it can be com-
puted very easily.

Q. From the copy that you are going to give us?

A. From the copy that I am going to- give you.

Q Now, tell me how much the total is of moneys
received after September 1st, 1914?

A. Up to the last receipt, you mean ?

Q Up to and including the very last receipt.

A All right. Total receipts after September 1st,
1914, were $2,160.

‘Q What were the total payments from September
1st, 1914, to date?

A $2,400.

Q Did those payments of $2,400 include anything
but interest paid out?

A, No.

Q They included no principal?

A No.

Q Included no taxes?

A. No.

Q And was it interest payable to bondholders?

A Yes.

Q Now, did the receipts consist entirely of interest
received on mortgages deposited with you ?

A Tt did

Q Was any of the money which was advanced to
you by the West Jersey Mortgage Company, under its
guarantees for anything else but interest on the mort-
gages guaranteed by it ?

A No.

Q They never advanced to you any interest or prin-
dpdl for the bonds, did they ? °

* No, only the mortgages.

10
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Gt Did you ever pay back— you or any other pa-
son ever pay back to the West Jersey Mortgage Comr
pany any part of the money which it advanced?

A. No. Well, now, let me qualify or modify that
with something I happened to think of. In our records
there is an entry whereby the Mortgage Company dd
make one payment of $30 through an error, which was
put in our books as a payment of an interest ona
particular bond, but it was refunded and the two sids

10>0f the account were balanced, one offset the other. I
was a $30 payment that was—

Q. Only a correction of an error?

A. That was all, nothing else except the correction
of an error, but I wanted you straight on it.

Q. Now, did anybody else ever pay the interest m
those mortgages held by you excepting the West Jasey
Mortgage Company?

A. Not to us.

Q. Are you still receiving interest from the West

2® jersey Mortgage Company through the hands of is

receiver?

A. Oh, yes.

Q. And is the balance which you have in hand row
$750?

A. The balance we have in hand now is $510.

O. Does that account show the moneys that you hae
received from the West Jersey Mortgage Company &
well as from the receiver of the West Jersey Mortgage
Company?

A We have received nothing in this account sie
September 20th, 1915, and the receiver of the Mut-
gage Company was not appointed, as I recollect, uni
October, 1915, so we have received nothing fromd
receiver of the West Jersey Mortgage Company m
this particular account. 1

Q. Then you wish to correct your previous e

mony ?
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A You asked if we had received anything. We
I have received it in other cases, but not in this particular
[ case.
Q Now, do yqu remember, Mr. Sypherd, when the
I Ventnor Syndicate met and agreed to wind up its affairs
I by delivering land to its stockholders for stock ?
A T do not.
Q Was it in December of 1912 or 1913?
A. T haven’t any idea.
Q You got some land for your stock, didn’t you?
A. Personally?
0. Yes.
A Yes.
Q. Can you say whether that was 1912 or 1913?
A. 1 don't know.
Q. Now, does that account show any payment of
any of the bonds that were issued, Mr. Sypherd ?
A. Principal?
Q. Yes.
A. Tt does not.
; Q. It was originally intended under the agreement
jthat the bond issue should be $200,000, was it not ?
A. $200,000 is the authorized amount of the issue,
¥es.
Q Mat was the greatest amount of bonds that
jever were issued ?
A $79,000.
Q How many are outstanding now?
A. $77,000.
(Q What became of the other $2,0007?
A They were retired, canceled,
j Q How?
A Under the provisions of section 11 of the trust
agreerent.
Q What ,was the procedure?
finish proce”“tire was ”at if at any time the Vent-

for pi” Presented to the trustee any of its bonds
anc lation that the trustee then should re-deliver
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or re-convey— re-deliver to the Ventnor Syndicate any
of the bonds and mortgages in the trust fund equiva-
lent to the amount of the bonds so presented for can-
cellation.

Q. And did you get two bonds from the Venmor
Syndicate?

A. We received $2,000 of bonds of the Ventmor
Siyndicate.

C). Have you the letter transmitting them?

A. I think so. First, we have this order: “QOco-
ber 6th, 1914. To the Guarantee Trust Company,
Trustee. In accordance with the terms of a trust agree-
ment under which an issue of bonds of this company,
dated September 1st, 1911, were issued, we hand you
herewith bonds of this company dated September 1,
1911, and due September 1st, 1914, amounting to
$2,000, and will ask you to deliver to us bond ad
mortgage by assignment of Christina Krumm of $000
and held by you as a part of said trust fund, died
Miarch 1st, 1912, covering lot number 2, in block 82 B,
and recorded in book No. 129 of mortgages, page 16
Ventnor Syndicate, by Carlton Godfrey, Treasurer.’
Pursuant to that order we delivered the mortgage re-
ferred to to the office of the West Jersey Title & Guar-
anty Company, in accordance with a letter which I hawe
here.

@. Now, on what date was that delivery made?

A. 1 will have to refer to the letter. The order was
given to us on the 6th of October; I assume that it was
about the same date. I thoug'ht I had that copy with
this file, but evidently it must be in my other file of let-
ters which I haven’t brought here, but I am very posi-
tive it is the same. I can produce the letter a little
later,— a copy of it.

Q. What was the letter, Mr. Sypherd?

A. The letter was simply a statement, “To the West
Jersey Title & Guaranty Company. In accordance -
instructions from the Ventnor Syndicate we hand yoi j
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herewith a certain bond and mortgage to be delivered
up the delivery to you for cancellation of certain
: bonds of the Ventnor Syndicate aggregating $2,000.”
That is about what it stated.

Q I would like to have that letter.

A. You can have the letter. I will get it for you but
1don't see it right here now. I saw it yesterday when
I'was going through the corresepondence.

Q I would like to offer it in evidence.

A. Yes. '

By Mr. Cole.

Q Why did it go to the West Jersey Title Company?

A. Just because of the fact that the settlement of the
mortgage that was being sold was going through their
affice

By Mr. Clevenger.

Q That particular bond and mortgage which vou
hdd as trustee was being paid off through a settlement
in the West Jersey Title Company?

A T assume so; that was the purpose of deliv.<*ing
1.

Q And, as a matter of fact, it was delivered there
and it was paid?

A. Yes, that is, the mortgages were delivered to us
for cancellation and the mortgage assigned by us, in
accordance with instructions from the Ventnor Syndi-
cae

Q Now, who signed the authority for cancellation?

By the Vice-Chancellor.

Q When you said the mortgages” you meant the

n s were delivered to you for cancellation ?

A The bonds, yes, were delivered. Who signed the
authority for cancellation?

By Mr. Clevenger.
Q Yes, cancellation of the bond and mortgage ?
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A. 1 don’t know that there was any signed ader :r
cancellation.

Q. But you gave authority to the West Jersey Title
& Guaranty Company to cancel it?

A. To cancel what, the mortgage?

Q. The bond and mortgage, yes.

A. Oh, no, we didn’t; we simply handed themthe
mortgage with instructions to deliver that nuigyge
upon receipt by them of $2,000 of the bonds far as
cellation, and we then canceled the bonds in acordace
with the trust agreement. They had nothing to dowith
ihe cancellation of the bonds.

Q. In other words, that was the transaction rather
than the one under section 7? You were poeedig
under section 11 in the agreement instead of sediony
is that so?

A. Section 11? I will verify that. Under ssdim
11

Q. You were not proceeding then under sedion7!

A. No.

Q. Now, when you wrote me relevant to that tasl
action some months ago you thought at first you vag
proceeding under section 7, did you not?

A. Well, Mr. Clevenger, you know very wdl fiaj
the correspondence I had with you that I coriected]
that error. It was an absolute error on my part, bej
cause I was. writing from memory, and when I lod«j
through our records and found what the true situation!
was that was immediately corrected by a letter toy®
which I will read if you want to have it read

Q. I am going to offer all the correspondence ina
minute. You haven’t answered my question. (®j
peated.) Now, when you wrote me relevant to #afl
transaction some months ago you thought at first} I
were proceeding under section 7» did you not.

A. 1 will answer you in this way. 1

The Vice-Chancellor— What is the impo 1

ance of this, Mr. Clevenger?
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Mr. Clevenger— I think it is quite important,
if your Honor please, because under the terms
of that agreement, as I read and construe it
they had no right to pay out any moneys or
deliver any securities after the default in the
payment of the principal of the bonds, which
was on September rst, 1914.

The Vice-Chancellor— That may be true, but
what difference does it make to the ultimate
result of this case what this witness may have
thought at one time or another time?

Mr. Clevenger Well, I think that is largely
for your Honor to determine after you have
heard all the testimony.

The Vice-Chancellor— I cannot see that it is
a matter for my consideration, what this witness
may have thought. The question is, what was
done?

Mr. Clevenger— It may be from all the testi-
mony, when I am through, your Honor may
conclude it was done under the 7th section in-
stead of under the nth.

The Vice-Chancellor— Perhaps so, but why
will that and to what extent will that be influ-
enced by what this or any other witness may
have thought at the time or since? Haven’t I
necessarily to determine what the powers of the
trustee were and whether the trustee has exer-
cised those powers properly ?

Mr. Clevenger— Yes, that is true.

The Vice-Chancellor— And will it make a
Partile of difference whether this witness
thought it was under section 7 or n at one time
or another time ?

Mr. Cole— I pointed out to your Honor the

fst day that there was nothing in this bill to

AP 7t anything more than a breach of trust,

avmg done something they should not have
20 AN
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done or having left undone something they
should have done, so what the witness thought,
it seems to me, is immaterial.

The Vice-Chancellor— My only aim at this
moment is to escape the exhaustion of the time
of considering this question of what the witness
thought when he first wrote to you and what he
thinks now, because I cannot see that it makes

any difference.
Mr Clevenger— Well, if your Honor over-

rules the question I won’t press it. It occurred

to me that it was important.
The Vice-Chancellor— I do not think it is im

portant.

By Mr. Clevenger. |
O. Now, Mr. Sypherd, under the terms of the bonds
issued under this agreement the principal matured o

September ist, 1914. did it not?

A. It did. .
. And the guarantee of the principal by the Westl

11 i, Wi 1

Jersey Mortgage Company matured on September ist,

19157

A. That is correct. 1

The Vice-Chancellor— I do not quite under-1
stand that last question— the guaraut” o tel
outstanding bonds by the West Jersey M ortal
Company matured, did you say, at a certa
time?

Mr. Clevenger— Yes.

The Vice-Chancellor You mean matured
reason of a default in nonpayment, or wha

you mean? . , < Wast!
Mr. Clevenger— -The provision 0 I
Jersey Mortgage Company's g " |
if the principal- of the bonds is not pad J
matures that they will pay it one yea I

maturity.
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The Vice-Chancellor— Oh, that is the lan-
guage of the provision, is it?

Mr. Clevenger— Yes.

The Vice-Chancellor— What did they guar-
antee in addition to that? Did they guarantee
the bonds also, the bonds issued by the Ventnor
Syndicate ?

Mr. Clevenger— The West Jersey Mortgage
Company guaranteed the bond issue; it guar-
anteed the principal when it matured, guaran-
teed the principal as it came due.

The Vice-Chancellor— That is the bonds
issued by the Ventnor Syndicate?

Mr. Clevenger— Yes.

The Vice-Chancellor— Not mortgage bonds?

Mr. Clevenger— Yes, they guaranteed mort-
gagees also.

The Vice-Chancellor— There were two sepa-
rate guarantees, one accompanying the mort-
gages which were deposited as collateral?

Mr. Clevenger— Yes.

The Vice-Chancellor— And another accom-
panying the bond which was issued to the public ?

Mr. Clevenger— Yes.

The Vice-Chancellor— Which are you refer-
ring to when you say they agreed to pay within
one year?

Mr. Clevenger— The collateral bond issued to
the public.

The Vice-Chancellor— I did not realize before
that they were such short term bonds.

Mr. Clevenger— They were three years; they
matured on September ist, 1914.

The Vice-Chancellor— But that had no refer-
ence to the maturity of the mortgages back of
the bonds ?

Mr. Clevenger— No, sir, that has been shown
this morning. All of those have matured.
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The Vice-Chancellor— Well, the guarantee of
these mortgages was not a guarantee of their
payment when they matured?

Mr. Clevenger— Yes, sir.

The Vice-Chancellor— As to principal?

Mr. Clevenger— Yes, sir.

The Vice-Chancellor— Were they?

Mr. Clevenger— Yes, sir. I had better show
that, I guess.

By Mr. Clevenger.

Q. Mr. Sypherd, the guarantees of the West Jersey
Mortgage Company which accompanied each of te
bonds and mortgages to which you have referred this
morning guaranteed the payment of the interest as wel
as the principal, did they not?

A. Yes.

By the Vice-Chancellor.

Q. At maturity of the principal? Guaranteed tte
payment of the principal at the maturity of the prind-
pal?

A. Under the terms of their guarantee they had ae
year in which to collect the principal of the mortgages
after they came due.

By Mr. Clevenger.

Q. I wish you would take one of the bonds and red
that language, please, Mr. Sypherd?

A. One of the bonds?

Q. I mean one of the guarantees, not the whole gar
antee, just that part.

A. T understand you want that part only?

Q. Yes.

A. Here is what they agree to do: First, paynent
on the blank days of blank and blank, in each year, &
the rate of six per cent, per annum from blank ajj
out of every instalment of interest falling due onte
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bord and mortgage described in schedule A until the
principal sum secured thereby shall be paid. Second,
payment of the principal sum secured by the said bond
and mortgage, and of every instalment thereof, within
twelve months after the same shall become due. Is
that sufficient ?

Q Yes. Now, did the proceeds of the sale of these
bonds come into the hands of the Guarantee Trust
Company ?

A. Tt did not.

Q Did they sell any of the bonds ?

A. They sold none of the bonds.

Q Were the bonds issued as the mortgages were de-
posited?

A Yes.

Q And not until then?

A. Not until then, no.

Q Have you a list of the owners of the bonds?

A. T have.

Mr. Clevenger— I would like to offer that in
evidence.
(Said paper marked Exhibit C 30.)

Q Is that up to date?

A Ttis.

Q And does it show the amount that each person
owns?

A Tt does.

Q Have you got letter to the Guarantee Trust Com-
pay of April 14th, 1915; April 17th, 1915; April
2Ish 1915; August 3oth, 1915; October 13th, 1915;

cdber 22d, 1915; October 28th, 1915; October 30th,
1Jo15. November gth, 1915; November 22d, 1915, and

December 3d, 19157
A Yes.

. Mave y°u copies of letters from you to me of

21st, 1915; September nth,
915; October 2ist, 1915; October 29th, 1915; No-

5.

[be~rd”’ |9l5; November 24th> 1915» and Decern-

2q
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I have.

Mr. Clevenger— I would like to offer those in
evidence.

(Said package of letters and copies of letters
marked Exhibit C 31-)

The Vice-Chancellor— What is the idea o
that, Mr. Clevenger? You cannot make evi-
dence that way that I can see. If you have anyw
thing by that correspondence that will modify
the testimony of this witness in any way, or that
ought to modify it, it ought to be brought to his
attention. The correspondence itself is of m
value as evidence.

Mr. Clevenger— The principal object of the
offer was to show that we were making demands
for attention concerning foreclosure of these
mortgages, recording of the agreements, &,
which they were obliged to do, as I read te
agreement. I think it is competent to that ex
tent.

The Vice-Chancellor— Certainly, your d
mands of that kind would be competent.

Q. Now, Mr. Sypherd, going back to the schedile
attached to the agreement, I would like you to tell ne
from what date interest is due on each of these nut

gages in their order ?

A.

1914-

A.

$5,000, covering lot 14, 71A, November i2t.

The Vice-Chancellor— This is all tabulated

here, Mr. Clevenger.
I have it all tabulated here.
Mr. Clevenger— Then I offer the tabulation n

evidence. )
Said paper marked Exhibit C 2

Q. Frederick C. Robins, Mr. Sypherd, is in
ploy of the West Jersey Title & Guaranty Compa,

is he not?
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A Yes.

Q And he held an office in the West Jersey Mort-
gage Company, did he not ?

A. He did for a certain period of time, yes.

Q What was the office he held?

A Assistant treasurer.

Q And he was at one time on the board of the Guar-
antee Trust Company, was he not?

A. He was.

Q When did he resign?

A. T think that he resigned the latter part of 1913.
Iamnot quite positive about that; I think that is the
dete.

Q \ou never recorded this agreement, did you, Mr.
Sypherd ?

A. No.

Q Even after I asked that it be done?
A. No.

By the Vice-Chancellor.

Q Is it a separate document acknowledged so that
it might be recorded ?

A. If there was any provision in the act which would
nake it a recordable paper it could be recorded.

Q But is it acknowledged ?

A Tt is acknowledged, yes, but I have been advised
that that particular paper is not a recordable instrument.

t any rate, we did not record it, because we saw no

necessity for it, not involving the question of the title
tolands in any way.

By Mr. Clevenger.

Q Have you a copy, Mr. Sypher, of the notice of
Decentber 6th, 1916?

« V hat notice do you mean ?

7'~ hich y°« sent to the bondholders ?
A Yes.

Q Will you produce it ?
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A. December 6th, 1916 (producing paper), I wil
have you a copy of that made, if you want to keep i,
because I have made some notations on it, I wouldn't
care to have it go out of my possession.

Mr. Clevenger— I desire to offer that in evi-
dence.
(Said paper marked Exhibit C S3-)

Q. Other than that notice of December 6th, 1916,
Mr. Sypherd, did you ever send any notice of any kind
to the bondholders?

A. No.

Q. Under this agreement of September 1st, 1911?

A. No.

Q. Did you ever have any correspondence with the
bondholders except to transmit them their interest
check ?

A. Yes, I did, correspondence and personal inter-
views.

Q. Did you ever notify the bondholders as a whole
of the nonpayment of taxes, interest or principal of the
bonds?

A. 1 did not.

Q. Has the Guarantee Trust Company as a corpora-
tion, in its own behalf, under process of foreclosure any
mortgages having to do with the Ventnor Syndicate a
the Margate Company or the West Jersey Mortgage
Company excepting the large mortgage on Margate
Park ?

A. I think we have one that we hold as collaiera
with a loan, yes.

Q. And when was that bill filed?

A. I do not recall, Mr. Clevenger, when it was filed
I should imagine, though, it was filed several montis
ago; I can’t really say. .

Q. There is more than one mortgage involved in tie
Margate foreclosure, is there not?

A. Yes.
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Q There is the mortgage which was originally given
a the land and subsequent mortgages taken to secure
interest, are there not ?

A No.

Q Do all of the mortgages in the bill represent
noneys that were loaned ?

A They represent moneys that were loaned, and
then in addition to the moneys loaned, we have on
deposit with us additional mortgages that are further
searity for the original indebtedness.

Q And not for the interest?

A No, sir— well, it is the entire indebtedness, either
principal or interest.

Q And all of those mortgages are included in that
ae bill ?

A Yes.

Q Now, all of the mortgages of the character se-
ared by this agreement of September ist, 1911, which
yau have had as collateral with loans made to other
patties, have been weeded out ?

A To a very large extent.

Q And other collateral substituted ?

A Other collateral substituted.

Q And that process of weeding has been going on
far how long?

A I cant say definitely, I suppose— in fact, we have
e very few of them for quite a long while; we
hae a few, did have a few.

Q Well, you had more in 1912 and 1913 than you
hadin 1916, didn’t you? '

A T would say so, yes, but we didn’t have so very
My of them then.

2! g‘(nd the bulk of them had been weeded out ?
es

(J And other collateral substituted ?
A' Yes, sir.

tod”~  that was &ood hanking and good business

21 oON
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A. We thought so.

Q. And you think so?

A. Yes.

Q. Now, I wish you would tell me again, Mr. Sy-
pherd, why it was that it was your best judgment that
these mortgages should not be foreclosed?

A. T do not see, Mr. Vice-Chancellor, why I should
repeat all that; that is all in the testimony yesterday;
the whole matter was gone into and explained thor-
oughly, what our position was, and why, in our judg-
ment, it was not regarded as a wise thing to foreclose
those mortgages at the time. The evidence speaks far
itself. If you have that testimony read it will be ny
answer to-day, just the same; I don’t change it in ay
way.

Mr. Cole— Is it your object, Mr. (evenger,
to have him repeat it?

jyfl-. Clevenger— Yes; I do not think he was
very clear in what he said yesterday.

A. (Continuing) Well, then, I would request that
my testimony on that point be read. Let us clarify i,
if it is not clear; we are perfectly willing to dear wp
anything that you want cleared up; there is nothing
we have to conceal in any way, shape or form. Butl
do not feel like repeating a lot of testimony and having
you come in here and say, “yesterday you testified this
way and to-day you testify another way, ’ not usingt e
exact words. I do not think it is fair. If there is ay
point about it you have in mind I should be very happy

30 to answer the question.

Mr. Clevenger— I would like to have the qes-
tion answered, if your Honor please.

Q. (Repeated)— Now, I wish you would te ®
again, Mr. Sypherd, why it was that it was your e
judgment that these mortgages should not e o
rinsed *

The Vice-Chancellor— What is your purp«

Mr. Clevenger?
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Mr. Clevenger This witness, if your Honor
please, is my witness, of course, but he is ad-
verse, he is from the other side, and I think thate
I have the same right to cross-examine him as I
would if he was under cross-examination.

The Vice-Chancellor— Well, you have asked
him this question and he says he has answered
it as fully as he is able.

Mr. Clevenger— Yes, but he did not answer it
clearly yesterday, if your Honor please. He 10
gave as the reason that it was our judgment,”
but he never gave any clear statement as to why
“it was our judgment.”

The Vice-Chancellor— You may answer the
question, Mr. Sypherd, if you can answer it any
more fully than you have answered it. If you
say you cannot I have no way of making you.

A T do not know of a single instance, Mr. Vice-
Cnancellor, that I can cite or anything that I can say
that will make our position more clear than I endeavor- 20
ed to make it yesterday. If there is any point Mr.
Clevenger has in mind that he wants to ask about he
certainly has the privilege of doing it.

Mr. Clevenger— I would like to have an an-
swer to my question, Vice-Chancellor.

The Vice-Chancellor— I will not undertake to
make him answer a question that he says he
cannot answer any more fully than he has.

Mr. Clevenger He can at least repeat what
he said. r 30

The Vice-Chancellor— Well, I will not require
am to do so if he says he has answered it as
uy as he can. If you suggest any feature of

answer that you want further elucidated you
may do that.

thi ~ d'd y°Upermit the interest to accumulate on
“mortgages, Mr. Sypherd?
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A Because in our best judgment it was not a wise
thing to take steps to foreclose the mortgages, which
was the only way to collect the interest.

q , What moved you to reach that judgment?

A. The reasons that I stated in my testimony yester-
day in full.

Q. I am asking you now what the reasons were.

A. Well, those are the reasons as stated, they area
matter of record, they are in the testimony.

10 Q. 1am asking you now ; I ask for an answer tote
question.

A. That brings it right back to the previous question,
Mr. Vice-Chancellor, as to whether I have got to goto 1
work and repeat everything I said yesterday whenI

have stated and explained everything as fully as I cudd

in that testimony yesterday. I will leave it to youto

instruct me as to what I shall do.
The Vice-Chancellor— I cannot see any uility
in going over it the second time. You exhasted
20 the subject yesterday. If you will state any fex j
ture in which it is incomplete I will let you ex j
amine on that, but I think Mr. Sypherd is qite
right in objecting to going over the same gom .

Mr ed,

again- .
Q. W%y did you leave the taxes unpaid, =« )]

pherd ?
A. For the same reason.
Q. And what is the reason,?
A. That in our judgment it would have been u
8Q to have foreclosed the mortgages for non pay

J
J
taxes.

O What moved you to reach that judgmen -
A. The same reasons as stated in my testimony ye

terday.

Q. And what is that? decline to 1e]
A. That is a matter of record and I d

peat it.
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By the Vice-Chancellor.
Q You say you cannot give them any more fully
than you gave them yesterday ?
A. T cannot. I do not know of any other reason,
Vice-Chancellor, than I gave yesterday.
Mr. Clevenger— May I have an answer to the
question, if your Honor please?
The Vice-Chancellor— No ; I think it entirely
adequate. If he cannot say any more, what is
there more to say?

By Mr. Clevenger.

Q Mr. Sypherd, at the time you certified to these
bonds that were issued under the agreement of Sep-
tember 1st, 1911, you knew, did you not, that only
three of them were assigned mortgages, and that all
the others were mortgages made directly to the Guar-
antee Trust Company as trustee?

A. T perhaps knew it, but I didn’t pay any attention
tothat refinement of difference as to whether they were
assigned or made direct, as long as the mortgages were
in our possession and accompanied by the proper title
policies and mortgage guarantees.

Q@ You knew the agreement called for assigned
mortgages, didn’t you ?

A Tdont know that I did— no, I know I did not.

Q@ And you knew that the bonds called for assigned
mortgages, didn’t you?

A' No, I didn’t know it.

Q And without knowing it you certified that the)
were—

A Ididnt certify— we certified that the bonds were
Issued in accordance with the terms of the trust agree-
nmat, and we stand by that certification.

Cross-examination, by Mr. Cole.

Qk 1ny°u give us the history of the notes which
ee eld by the Guarantee Trust Company and which
vae paid in March, 1915?

10
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A. On March 5th, 1915, these notes aggregated
$54,000. Now, do you want me, Judge, to trace those
notes back several years?

Q. Back to their source, yes.

A. The inception of these notes was in 1910, when
a loan of $10,000 was made to the West Jersey Mort-
gage Company, December s5th.
> Q. And while you are giving us that give us the cd-
lateral which you held from time to time, if you know?

A. I can’t give you the collateral with each par-
ticular loan; I can only give you the collateral that we
had in our possession at the time of the payment of dl
our notes, on March sth, 1915.

A. All right.

A. On March 6th, 1911, the company paid to
$5,000 on account of its indebtedness, leaving de
$5,000. On March 11 we made a loan to them of
$5-000, increasing the indebtedness to $10,000. (n
May 2d they paid us $5,000, reducing it to $5000. (n
June 5th a new loan was granted, $14,000; on Jue
14th $2,000, and on July 5%, $5,000, making a toa
loan of $26,000. We loaned them $15,coo on August
10th, 1911, making the total loans $41,000. On Sp-
tember 18th, 1911, they paid us $4,000, reducing M
account to $37,000. On October 2d they paid g »
reducing it to $30,500. October 5th they paid $45
and on October 10 we made them a new loan of $ -
leaving the net amount $28,000. On November, W
1911, we loaned them $12,000, making the an
$40,000. They paid us $5,000 on January 8th, 9
reducing the indebtedness to $35,°0°- °n * , S
1912, we loaned them $10,000, making the mdeb
$45,000, and on September 3d, $15,000,
total indebtedness $60,000. They then PaJd
tober two payments, one of $5,000, one 0 $ , -
ducing the loan to $49,000. On January o« N
they paid $2,000, leaving the balance $47-
March ,d. IQH, we loaned them $2,000, and

qC_

b
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paid— no, they paid $2,000, and we loaned them $20,-
oo making the loan $65,000. On March 18th they
paid us $25,000, reducing it to $40,000. On June 2d
they paid us $2,00q— or on May 26th, first, we loaned
them $5,000, June 2d they paid us $2,000, making the
loan $43,000. On June 30th 'we loaned $5,000; on
July 10th, $5,000, and on July 14th they paid $2,000,
making the net amount due $51,000. On March 12th,
1914, we loaned.them $5,000, making the loan $56,000,
and they paid off $2,000 on April 13th, 1914, reducing
the line to $54,000, at which point it remained until the
final settlement on March 5th, 1915.

Q. At the time of the settlement in March, 1915, was
there any interest unpaid on any of these notes ?

A. There was. These notes at that time were all in
what we call our held-over account. Interest was due
on— it is possible, Judge, that they may have de-
posited— they did, in fact, I think, deposit a check with
us for the interest on each of these notes, but the re-
newals of the notes were not accepted because we had
been endeayorme- 45 | stated yesterday, to have the
“est Jersey Mortgage Company reduce the amount of

collateral consisting of these first mortgages of the
entnor Syndicate, we desired other collateral substi-

Q That is what I am trying to get at, whether or
10 t ere was a default in the payment of the interest
ar any of these notes ?

A No, there was not. That is my recollection. I
o know that I can testify to that absolutely, but I

1, . *, tkere was any interest due whatever. I
n meach case— in fact, the note clerk informed me

withivead\ (CaSe the clleck for the interest was deposited

reason ** Ski ~ ~ not accePt the renewal for the
reasars as I have stated.

were Wken you saT tkey were held-over they

in? for SCnSe you have exPlained— wait-
e reduction of the note or other collateral?

10
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A. That is 1t.

. What was, in your opinion, the fair market value
of the bonds of the Y oung-McShea Amusement Com-
pany at the time of the purchase by the Guarantee Trust
Company 7

A. Well, I think that 95 was a full market value for
the bonds.

(). Have you any knowledge of any communication
to the board of directors of the Guarantee Trust Com-
pany before the purchase by them of these bonds that
the West Jersey Mortgage Company had defaulted m
the interest on March Ist, 19157

A. No.

By the Vice-Chancellor.

Q. Do you mean by that that at the time you made
this settlement whereby you purchased these honds to
close out your account that the members of the hoard
did not know that there had been an interest default’

A. Yes. And I might further amplify or correctd
statement that I made yesterday. 1 said that [ persom
ally knew that a default had taken place on March 1st
in certain interest that fell due on some of these mort-
gages 1n (uestion. When | came to think it over |
realized that that in all probability was not true, and |

am positive it was not, because in the course—1 the
s in the collec

ordinary course of handling our B aines I
tion of interest on Mortgages, of which this was simply
v that interest W&
¢ a few days |
yably for two or

ln’t'ifltl end

one of many cases, | would not knov
in default if 1t were only a matter O
would not know anything about it prol
three weeks, our practice being, through the ¢
of the office, to send notices of interest two weeks 11
advance of the time that the interest falls due, and 10

attention is paid to it until after the expiration of ™V
it 1s not p:ml 2
1y called

F two

weeks from the due date, and then 1f

second notice is sent, and my attention 18 usual
3 j ek 2 v mortgagt

to the default in payment of interest on amny s
i fifteen

between those dates, hetween the period of, say,
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days and thirty days of a default; so that I am positive
that I had no knowledge at the time of the settlement
of these notes that the West Jersey Mortgage Company
had failed to pay the interest which was due on March
1st on a number of these mortgages, and I am positive
that the members of the board did not know it.

Q Mr. Godfrey knew it, didn’t he?

A. Tdon’t suppose Mr. Godfrey did, Vice-Chancellor.
I can’'t answer for him. I can answer that—

Mr. Clevenger— I object to him giving testi-
mony unless he knows.

A. (Continuing)— Mr. Godfrey probably could an-
swer that question. As far as I know he did not.

Q. I assume he knew it because he was in both com-
panies.

A. Well, he wouldn’t know a detail like that, Vice-
Chancellor, because it is something in the ordinary rou-
tie of the collection of interest on many, many mort-
gages that we handle.

Q No, but I thought he would probably have known.
It seens natural that he would have known as treasurer
of the Ventnor Syndicate that they were up against a
default.

A. Well, that may have been true, and yet the West
Jersey Mortgage Company, as it does in many, many
cases— it did, at least, when it was running— would ad-
vance the interest on the very day it was due, arid it
might not come in for one or perhaps for two or three
dajs afterwards, sometimes longer than that.

% Mr. Cole.

Q Mr. Sypherd, my question was addressed to the
jest Jersey Mortgage Company. The West Jersey
JJtgage Company would pay interest up to that time.

e question was whether they had defaulted and not

e entnor Syndicate. Assuming that you did know
__?ret, e sett®rnent of March— whatever the date was

at 1 e Mortgage Company had defaulted in the pay-

22 CON
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ment of interest due March 1st: Did you communi-
cate that fact to the board of directors?

A. No.

Q. Did you or did the Guarantee Trust Company
ever receive a request or demand from the receiver of
the West Jersey Mortgage Company touching these
bonds that were bought?

A. Yes.

Q. What did the Guarantee Trust Company tell hm
their attitude was touching these bonds?

A. I can best answer that by reading the correspond-
ence, if you would like to have it read.

Q. Well, read that right into the record, please.’

A. This is a letter received from the Receiver of the
West Jersey Mortgage Company, under date of Feb-
ruary oth, 1916: “I am advised that notes aggregat-
ing the principal sum of $54,000 were paid by the West
Jersey Mortgage Company to your company on a
about March 4th, i9i5, and that there was Pedp d a
the payment of these notes sundry collaterals. m
is one letter, but that is not the one, Judge, that 1ha
in mind.

n the one vou had in mind.

Company and the president of the wuaran
Company were one and the same person, a

was not lawfully authorized by the fPhAW -
pany, I am instructed by the Recelver © the West

iver
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sey Mortgage Company to make demand for the imme-
diate payment by your Company to the Receiver of the
sm of $2,900 with interest from March 5th, 1915,
ad also for the accrued interest upon the bonds up to
the date of their sale, and in the event that this demand
is not promptly complied with, to institute suit against
your company. (Signed) Harvey F. Carr, Solicitor
forJohn G. Horner, Receiver of West Jersey Mortgage
Company. Under date of August 10th we replied to
that letter as follows— 10

Q Did that reply go by the action of the board of
directors ?

A The letter from Mr. Carr was read to our board,
and in accordance with their action the following letter
wes addressed to Mr. Carr: “Harvey F. Carr, Esq.,
Solicitor for John G. Horner, Receiver West Jersey
Mortgage Company, Camden, N. J. Dear Sir: We
are in receipt of your letter of the oth instant, relative
to the purchase by this Company on March 5th, 1915 of
Fifty-eight Thousand Dollars, par value, of bonds of 29
the Young-McShea Amusement Company at ninety-
fiv, and note the claim which you make against this
Company for the difference between the par value of
the bonds and the figure at which they were sold to this
Company. Replying, would state that we are advised
that the sale of these bonds to us was lawfully author-
ized by the West Jersey Mortgage Company, and, fur-

e, that at that time the price at which we purchased
t e onds was considered to be their maximum market
ValE In fact>we have learned since that at approxi- 30
mately the. same time some of these bonds were sold

lower figure than paid by us. We are willing at
~ e se” i-he bonds to you at the same price paid

J (Bat the time  purchase. In view of these facts,

se © not ~at 7°Ur ComPany has any claim what-
.1 r aSainst this Company for any difference in the

ae 0 these bonds. Yours, very truly.”

ceiver? © ~°U GVer kear anYthing more from the re-

New Jersey State Library
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A. Never.

Q. Was there any reason why you did not record the
agreement of September ist, 1911?

A. None whatever.

Q. Do you know whether Mr. Clevenger had a aopy
of that agreement or not?

A. At the time he wrote?

Q. Yes.

A. T think he did; I am not positive ; I think he did

Q. Was there ever a demand or request of any kind
from any bondholders of the Ventnor Syndicate, other
than that which came from Mr. Clevenger, to take any
action looking to the foreclosure of any of these nort-
gages?

A. None whatever.

Q. When did you first hear from Mr. Clevenger?

A. The first communication was dated in April,
1915, asking for a list of the mortgages and certain in-
formation relative to the condition of them.

Q. You furnished that information?

A. T did.

Q. When did you next hear from him?

A. Just wait until I get the correspondence together,
Judge, and I will answer you. We next hear ran
him on August 3oth, in which he asked certain ques
tions in regard to whether interest had been pai
whether the taxes had been paid, and I urnis e
with the information.

Q. Did you furnish him with that information.

a . Yes, with the information in my possession
that time. .-

Q. Now, did you finally write him a letter
you undertook to explain to'him why action
been taken by the Guarantee Trust Company e

A. In response to Mr. Clevenger’s rather strong
quest for information as to why he di no o *
things in connection with this trust agreem A
upon him in person on October i$th, (9 5

»Vich
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over the whole situation in detail, explained to him to
the best of my ability why we had not proceeded to do
anything with these mortgages. He evidently was not
satisfied with my explanation, because he told me when I
had finished that he did not know anything more about
the real reason when I got through than before I had
started, and he asked me to give him in writing what I
had to say, and I did write him a letter.

Q. Under what date? That is in the correspondence
he has offered in evidence, isn’t it?

A Yes, it is all in the correspondence here. And
then finally, not being satisfied with the answers that I
had given him, he had copies of all the correspondence
that passed between us prepared and sent a copy to each
one of our directors, calling attention to my refusal to
furnish him with the information which he desired.
That communication was received by the board of di-
rectors, and—

Q All rightt Now, was that read at a meeting of
the board of directors?

A It was.

Q And were you requested to reply?

A T was.

Q And did you reply?

A. The reply that I did send was a reply that was
lead before the board of directors and authorized to 1e
sat to him, under date of November 6th, 1915.

Q Isthat a copy of the letter you have in your hand ?

A Yes, sir.

Q And you say that letter was read to the board

°f directors and they authorized it to be sent and you
sat it to Mr. Clevenger ?
A Yes.

Q I'wish you would read that letter, please, into the

e A' “November 6th, 1915. William M. Clevenger,
Ny, #615 Guarantee Trust Building, Atlantic City,
ear Sir: Your communication, addressed to

10
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the board of directors of this company and sent to each
member of the board, was given due consideration at
a meeting of the board last Thursday, and I was au-
thorized to send you the following answers to your
questions: Your question #i : Why did your com
pany neglect to foreclose under paragraph 5 of the
agreement of September 1st, 1911? Our reply there-
to: Under the terms of article 5 of the trust agreement
the trustee is authorized, if it deems it necessary for
the security of the bondholders that any of the mort-
gages should be collected, to proceed to do so by fore-
closure or otherwise. This company did not deemit
necessary for the security of the bondholders that this
action should have been taken and believed that it would
not have been to the advantage of the bondholders if
such foreclosure had taken place. For this reason no
action was taken under the authority vested in the trus-
tee by this article. The fact that ninety-seven per cent,
of the bondholders apparently agreed that our position
was correct, as shown by the fact that they did not even
request the trustee to take any action looking to the
foreclosure of these mortgages, is a further confirma-
tion of the wisdom of the position taken by this com
pany. The trust agreement provides that twenty- ye
per cent, of the bondholders, in case of default, mig t
have requested such foreclosure, but to this date mo
such action has been taken by the bondholders, ar
question # 2: Why did your company permit $2,000
of assets to pass from your possession when taxes an
interest were in default? Our reply thereto.
company did not permit $2,000 of the assets in*
trust to pass from its possession. The facts are
the Ventnor Syndicate paid to this company, as
$2,000 and withdrew a mortgage of like amoun ,
presented for retirement $2,000 of its bonds an
ceived cash in lieu of the same, thus reducing the a

of mortgages in the trust fund by $2,000 an

the bonds outstanding by a like amount, a o
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was done in strict accordance with the trust agreement.
The withdrawal of this $2,000 did not affect the re-
maining bondholders.” That is the clause where I made
the error, and it was explained immediately in a letter
which I will read following this. “Your question #3 -
Why did you certify you had $77,000 of assigned mort-
gages when you in fact only held $10,000? Our reply
thereto: If this question is intended as a statement of
fact it is absolutely untrue. At no time has any bond
been certified by this company, as trustees, unless prior
to such certification an equal amount of mortgages has
first been deposited with it. The books of this company
show that at all times there has been an amount of
Imortgages deposited in the trust fund equal to the bonds
certified. There are now $77,000 of mortgages in the
|tad, a full list of which you have had in your pos-
session since April 16th, 1915. I am directed to say to
you that the board of directors has the fullest confidence
mits officers as to the course pursued relative to these
mortgages and feel that whatever has been done has
|wen in accordance with the terms of the trust agree-
ment and, in the judgment of this company, for the

| O ¢ > o . .
JIcLT that gnl})erlfgqg}elo_lders N°w, I immediately

Q Well, I don't care about that. You did correct
itne error?

* Yes, I corrected that.

L L D'd M" Cleven?er’ on behaif of his client, ever

1{38{1'2[0 a fop&%fb%sﬁr’%op CVer the cost and expense ir.ci-
*Y He did not.

K h i:r . present a request signed by any °f
Y He did not.

[someW i* *e?“ “ 3 meeting °f theSe

I AW aa’

| leter to all u" December 6th, 1916, we sent out a
? I'the *“holders calling a meeting.

10

20

30
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Q. And was there a meeting
A. There was a meeting, yes.
(). Where was that held?

A. In our office.

Q. Do you recall who were present?

A. I can teil you in a minute; [ have a memorandum
here of the whole procedure. 1 do not see it right here,
but I can tell you from memory, [ think, just who the)
were. William A. Logue, representing the Cumber-
land National Bank, of Bridgeton, N. J.; Joseph R

10 : .
Embree, a lawyer of Philadelphia, representing Alice

Nuskey; a gentleman from the office of Judge Starr, |
|

don't know his name, representing the West Jerses
Title & Guaranty Company: Mr. Deppe, [ think, of Eg
Haibor, and Mr. Harvey F. Carr, representing the Re
ceiver of the West Jersey Mortgage Company. Mr
Veeks, 1 think, was there, and | think that was all
(). What action, if any, was taken?
Mr. Clevenger—Mr. Conover was there als
A Mr. Conover was there too. Mr. Clevenger made
the statement that while Mr. Conover was present he
so 1 didn’t met-
[holders taking

A

was taking no part in the proceedings,

ticn his name as being among the bonc

action. The bondholders at that meeting authorit

the appointment of a committee to consider the 2

visability of taking some action relative to these
y me, cor

mort-

cages, and that committee was appointed b

sisting of W. A. Logue, Joseph Kaighn and John V-
5 A : . o meet agall

Wilson. They adjourned at that meeting to meet a8

30 On January 3d, but the committee pdvised me |
r that reason®
| have

that the!

had been unable to get together, and fo
was inadvisable to send out a call for a meeting.
had several letters from them since, and justd

ago I had a letter from two members Of

K Tiaa
but M1

stating they were ready to report, bul
dently was not, the other member of the comt
he wrote me that he would advise me VET}

he would be, and it is my purposec as S00M
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from them to have the meeting of the bondholders
called again. Up to this time the Trust Company has
had no instructions from these bondholders to take any
action.

Q. Was there any reason, as far as you know, why
these mortgages came directly to the Guarantee Trust
Company as trustee rather than by way of assignment ?

A. None whatever. My .idea about that, Judge, is, as
I interpret the agreement, that we were to have in our
possession in proper legal form these mortgages, prop- 10
erly phrased, and accompanied by title policy of the
West Jersey Title & Guaranty Company and also the
guarantee of the West Jersey Mortgage Company, and
I gave no thought whatever to the fact or to the situa-
tion as to whether the mortgages were first made, for
instance, to John Smith and re-assigned to the Guar-
antee Trust Company, trustee, or were made directly
to the Guarantee Trust Company, trustee.

Q. Was there any special request from any officer of
the West Jersey Mortgage Company or any officer of 20
the Ventnor Syndicate that these mortgages be taken
direct rather than by way of assignment ?

A. None whatever.

Q Was there any request from any officer of the
West Jersey Mortgage Company or the Ventnor Syndi-
cate that this agreement of September 1st, 1911, be

withheld from record ?
A. None.

Q Was there ever any request from any officer or
director of the West Jersey Mortgage Company or the 70
entnor Syndicate that the Guarantee Trust Company
refrain from foreclosing any of these mortgages that
I were deposited ?

« ever. We never had a communication of any
kind from any officer.

Q Was the failure of the Guarantee Trust Com-

kmo\\to *°reCoSe any mortgages, so far as you
°W ue to any persuasion or action on the part of
23 OON
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any of the officers of the West Jersey Mortgage a
Ventnor Syndicate?

A. Absolutely not.

Q. Was there ever, so far as you know, any disas-
sion to that effect by the directors, as such that they
should not foreclose because of any request on the pat
of the West Jersey Mortgage Company or Venmor
Syndicate?

*«A. There never was.

(). Now, do you know whether, in fact, there wasa
discussion by the directors of the Guarantee Trust Com
pany, as such, as to whether or not it was wise or ux
wise to foreclose these mortgages ?

A. The board of directors of our company had
several discussions concerning the general situation

0

do n the beach in reference to all mortgages of this
type, whether in the form of collateral or how held,
that was not discussed, and it was the general fecling
that in view of the conditions that existed it would have

20 been a very unwise thing to have precipitated the fore-
closure or started the foreclosure of these mortgages at
the time.

Q. Now, in that discussion and in reaching that axx
clusion was there any suggestion that the West Jassy
Mortgage Company, as such, or the Ventnoi Sydicate
should be helped?

A. No. * R

Q. Whose interest was being considered by the -
rectors, as you understood it, in the discussion reac ng

Jo that result? .

A. The general interest of the bank as the o
of these securities mainly, and I think that the gene«
situation was taken into consideration. You ote
that in forming your judgment as to whether a cw
thing should be done, not only in relation to the spe
case in hand, but as to the general effect which ace
action might produce.

Q. Did the Guarantee Trust Company **
mortgages covering this property than those

aj
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deposited with it to secure the bonds of the Ventnor
Syndicate ?

A. They did; they had several of them, several mort-
gages of this type, that were deposited with us as col-
lateral in connection with loans.

By the Vice-Chancellor.

Q. In that vicinity, but not on the same property?

A. Not on the same property, but mortgages of an
exactly similar type on lands of the Ventnor Syndicate
or of the Margate Company on the ocean front, south
of Atlantic avenue.

By Mr. Cole.

Q. That is what I mean, mortgages that covered land
of the same character?

A. Yes.

By the Vice-Chancellor.
Q. In the same vicinity, too?
A. In the same vicinity.

By Mr. Cole.

Q. Were any of those mortgages foreclosed ?
A. No.
The Vice-Chancellor— Any in default?
Q Any of them in default?
A Well, we didn’t have any means of knowing
er they were in default or not, because we did
0 o  the interest on those mortgages.
Q "ou were holding them as collateral ?
» They were only deposited as collateral.
« ow, did the Guarantee Trust Company in act-

lateral | 1tSdf °f thC mortSages which it held as col-
Morter, n ’ the mort® es which the West Jersey
g gip C°mpanT had guaranteed, treat these mort-

I£ character™ "" other m°rtgaSes they held of

20
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A. Just exactly.

Q Why, in a general sense, was the Guarantee lrust
Company seeking to have these mortgages weeded out,
as Mr. Clevenger puts it?

A. Well, there were two reasons, one was that we
felt that we had too, much money loaned that was se
cured by this class of collateral, and we determined to
reduce the amount of our outstanding loans based upon
such collateral, and we proceeded along those lines.

Q. And was that the general policy of the Irust
Company ?

A. It was.

By the Vice-Chancellor.

Q. Can you give me no notion of the extentt atte
knowledge might have been in the possession o e
members of the board, or at least some of the membm
of the board of the Guarantee Trust Company at
time you made this settlement whereby you acqm*
the Young-McShea Amusement Company bonds
fact that either the Ventnor Syndicate or the
Company was in pecuniary embarrassment or \
to become pecuniarily embarrassed ?

A. T personally don’t.think that I can, .
Chancellor; I should think, however, t at co
learned very readily from members of our tori, i
they were placed on the witness stand to te
what knowledge they had.

Q. Then speak, if you will, m answer to to t*
yourself. What was the extent of your 1 * A
at that time touching any embarrassme
Mortgage Company or the Ventnor Syn K j

A. So far as the Ventnor Syndicate is AN
knew nothing, and, at least, wou

y

no y entnr

fluenced in any way by th% “ n* t'°nP rsey Mor"g«
Syndicate, as in this loan to *e W estjersy” *

Company they did not enter into
ties that we held were mortgages on spec.fic pe

property.

d
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Q On what?

A. On specific pieces of land and not the obligation
of the Ventnor Syndicate, so we didn’t look to them in
any way.

Q They were mortgages by individuals ?

A. They were made by the Ventnor Syndicate, but
we did not consider them as any part of the security;
we relied solely upon the value of the mortgages them-
selves, so that end of it you can eliminate entirely.

Q But you must have had the bonds of Ventnor
Syndicate ?

A. Oh, we did. What I mean is this, Mr. Vice-
Chancellor: That we considered solely the value of
the mortgage itself, irrespective of the bond, whether
it had value or not I don’t know. I do know that after
the storms occurred down there and the bulkheads were
destroyed that it was general belief then that the value
of the stock of the Ventnor Syndicate was very ma-
terially injured, and the subsequent events showed that
that was the case and that it practically has no value
to-day so far as I can see. As to the West Jersey Mort-
gage Company, they had always met their obligations
up to that time, and in fact they had met their obliga-
t e even then with us; they may have had trouble
sometimes in always raising the necessary amount of
cash that they might require for their business, they had
a great deal to take care of, in view of the fact that in

e year preceding this transaction they had a great deal
O money to raise, I presume in connection with the
L ireS ~ ey had outstanding, because many
1 ople retused to renew their mortgages in view of the
bea” k@x*h°ns prevailing down there, down the

" far as their relationship with us was con-
Ishanp avalSnat ~ cir obligations in very fair
idea tW ~ '#*tiese bonds were taken it was with no

Khitsobl WC? not *aVG amPle security for our loans

I that unm®n i C“rounc’s that I have stated to you and
we thought their loans were rather large.

10

20

3Q
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Q. Did you know personally at that time— the dher
directors can speak for themselves if called, but did you
know that a considerable amount of the interest that
had been paid to your company on these bonds of the
Ventnor Syndicate had been paid by the Mortgage Gom
pany to make good its guarantee by reason of defalts
in the payment of the interest?

A. I assumed that was the case in many instances,
although to what extent that existed—

10 Q. What did you say?

A. I said I assumed that was true in some instances,
but to what extent I didn’t know; I knew that they
had advanced interest in many cases, but just in wat
individual ones I had no knowledge.

By Mr. Cole.

Q. Mr. Sypherd; right on that point, it appears t
the Guarantee Trust Company did not collect the in
terest except through the West Jersey Mortgage (b

20 pany.
A. That is correct.
Q. That was true from the beginning?

JK Yes t
Q. And when the interest came from the West a

sey Mortgage Company were you told by any anea
where the money came from?

A. No. . o*?
Q. Did you make any inquiry about it.

30 Q. Had you any notice up to March IsUha" "1
Jersey Mortgage Company had defaulted m pay
thing it owed anybody?

A. Not to the best of my recollection.

By the Vice-Chancellor. had advanc-

Q. And you didn t know how mu
ed of this guaranteed interest?

A Nix T difdn’t 1<nOW

Y
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Q Were the}/ guarantor on any of the mortgages
held by you as collateral ?

A. They were guarantor on two mortgages of this
type that we held as collateral.

By Mr. Cole.

Q. Now, the question of these overdue taxes and the
failure to foreclose for non-payment— I don’t know
whether I have asked you the specific question or not:
Was the failure to act in the way of a foreclosure or
any other was due. to any solicitation on the part of
either the Ventnor Syndicate or the West Jersey Mort-
gage Company ?

A. It was not.

Q. Now, why did the Guarantee Trust begin the fore-
closure of what is known as the Margate mortgage or
mortgages? It appears that you did begin to foreclose
that.

A. Because we felt that we had deferred foreclosure
of that mortgage as long as it was advisable, and that
nothing further could be gained— so far as any benefit
to the owner of the property— by not proceeding, we
tet that it was the proper time for us to proceed with
the collection of that money.

Q Do you know whether at the time the bill was

¢ there had been deficiency judgments entered up
agamst the Margate Company ?
A. There had.

Q Few or many ?

" Mllte a number, in my recollection.
o far as you know or represented to the board

reGor?’ was tlere any prospect of there being a
g&ﬂu]rglogﬁlgl?n g(repécaglé?anTthmg done to avoid a fore-

W We believed there was not.

pl * 1S point a Tecess was taken until two o’clock

10

20
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Hearing of the cause resumed after recess, in the I

presence of the respective counsel heretofore noted.

Herman M. Sypherd, recalled.

By Mr. Cole.

Q. In his testimony Mr. Jeffries, the treasurer of the
Guarantee Trust Company, stated that you and Mr. God-
frey had told the directors that the company’s position
was safe and left, with me at least, the inference that the
conversation that brought that about may have occurred
during the discussion of the question of whether or not
these mortgages should be foreclosed. Now, what is
vour recollection about that?

A. My recollection is that any such discussion of te
kind referred to by Mr. Jeffries took place after the re-
ceipt of a letter from Mr. Clevenger in which he advise
us that he proposed to enter a suit against us.

Q. One of the letters here in question ?

A. One of the letters in question that is offered mevi-

dence.
Q. And was that read to the board?
A. It was.

L |
O. And then did somebody in the board ask your op

ion and that of Mr. Godfrey as to what the legal position ,
of the company was? j
A. The question was discussed as to whet ei
he did bring a suit there was a legal liability on w
we could be charged.

Q. And that opinion was what?

A. The opinion was that there was no lia t11 j

Q. Now, was there ever any other occasion »he]
you did in fact tell the board that the company 1»J
tion was safe in relation to this failure to ore

mortgages? , » t Question
A. None whatever, we never discussed

from a legal standpoint. siaveanf
Q. Now, did the Guarantee Trust C o -W ~ J

money in its hands at any time that it cou
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inpaying the expenses and the costs incident to a fore-
dosure of these mortgages ?

A The only funds it had in its hands were moneys
derived from the receipt of interest on the mortgages in
the trust and it could not have been used for any other
purpose except that for which it was paid to us.

By Mr. Clevenger.
Q That is a legal conclusion, isn’t it ?
A. That was our legal conclusion; yes.

By Mr. Cole.

Q And did you act upon that during the execution
of this trust ?

A. We still maintain that balance just as it existed.

Q Do you recall whether the Guarantee Trust Com-
pay sent bills to the West Jersey Mortgage Company
for interest as it fell due? '

A Tassume so. That was taken care of by the book-
keeper or the clerk in the office.

Q Is that custom, at least ?

It is the custom and I assume it was done in every

case.

Q In a question Mr. Clevenger asked yesterday— I
jnk it was in substance this: Did you keep from the
m olders information about the overdue taxes. Did
yu in the sense that you deliberately withheld from

™mthe information ?
A No.

you meant was that you simply did not ad-

Visethem of the fact?
AThf*

thm (1 1SIt; We €”n’t d° any overt act to advise
m of the unpaid taxes.

franthem?0U *ntent®ona”y withhold the information
A No.

For any purpose ?
"0, certainly not.
24 con
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Q. Have you any information as to whether or not
during 1915 the Ventnor Syndicate owed the Guarantee
Trust Company any money? If so, how much?

A. I haven’t. I know, as a matter of fact, that the)
owed them a little; my recollection is that they owed
them $2,750, I think.

Q. That was in 1915°?

A. T think so. It was a very small amount, I know;
and that was secured by collateral.

By Mr. Clevenger.

Q. Mr. Sypherd, on March 1st, 1915, you knew that
the principal sum of these outstanding bonds had ma-
tured on September 1st, 1914» did you not?

A. T did. .

Q. On March 1st, 1915, you knew that the principal
sum of at least fifty per cent, of the bonds and nuot-
pacres assigned as collateral had matured in 1914- dd
you not?

on A. I did.

Q. You knew on March 1st, 1915. that you personally
had received a deed for real estate from the Ventnor
Syndicate in settlement of your stock in that conpeny,
did you not?

A. T did. xr '

Q. You knew on March 1st, 1915, that the Ventmo
Syndicate was a failing institution and unable to nee
its obligations?

A. Igassume that I probably knew it. Let me s

»» March 1st, 1915, I knew that it was having sen< (ﬁ
Acuities on ascount of the storms that ha ama |,
in fact, almost destroved that property, a great
its property. e e .

(;). SI()ouyknew it was a failing institution then, dd

you not?

A. I would so consider it, yes.

By the Vice-Chancellor.
Q. And you had already resigned, I think y
from the Investment Company?
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A. From the Mortgage Company, yes. I was never
connected with the Ventnor Syndicate except as a small
stockholder.

By Mr. Clevenger.
Q In August, 1914?
A. August, 1914.

By the Vice-Chancellor.

Q And then. I think you said, because you thought ‘°
theywere defaulting or going to default on obligations ?

A T felt that they were not— they were having dif-
fialtes in meeting their obligations in connection with
t eir guarantees, and the other reasons that I stated to
you yesterday.

By Mr. Clevenger

Q On March ist, 1915, at the time the Guarantee

nst Company made the purchase of the Young- 20
ea musement Company bonds, did yon make in-

quiryO the West Jersey Mortgage Company as to what
assets they had?

I did not.

Q H°w did you know they had the $16,000 of addi-
«  bonds of the Young-McShea Amusement Com-

it Av1 d° not recai1- That information in all probabil-
the as ccmmumeatod to us by some of the officers of

m\p\or gage Coml>any, although as to that I could not io
A you any positive testimony; I don’t know.

% the Vice-Chancellor.
nat Where the initiative of that settle-

Comlo86 With S’me the officers of the Mort-
A~ n vy, that is my recollection.
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By Mr. Clevenger.

Q Didn’t the Guarantee Trust Company force the
collection of its overdue notes?

A. Tt did not.

o Then do I understand that the Guarantee Trust
Company did not call upon the West Jersey Mortgage
Company to pay that $54,000 of indebtedness.

A It did not. It insisted, as I test.fied before that
they should furnish us a different class of collateral sa-
isfactory to us.

Q. Then you didn’t call the notes.

JK
Q. Well, did they produce the different class of ad

They made the proposition to us instead of giv-
ing the collateral that we buy these bonds that have e
referred to from them, sufficient of them to pay off
Nowh; : knew on March tst, ,*5.
Mr Sypherd, that the West Jersey Mortgage
was having trouble in meeting its guarantees
est?

Q. And you knew that they had had that trouble far
upwards of two years, didn’t you?

A. I cannot recall how long a time,
it has been any such time as that, I am
it had not been, at least, that is my recollect.»

wouldn’t say how long it had been.

“that

By the Vice-Chancellor. e nndke
O. Db you recall whether any ¢ V\hen}m
that instead of surrendering their co conaterals
made the settlement that you retain antee?
against the then overdue obligations on jon WS

A. No, Vice-Chancellor,

no such # ovqé
made.

At that time, as I say, there W A f&f &

obligations on the guarantees that w



HERMAN M. SYPHERD—CROSS. [8()

interest was concerned, except those concerning which
| have testified this morning, and that default was only

a very few days old.
(). But the bonds were due on their face, as I under-

o

stand 1t !
A. Oh, yes, the bonds were due on their face, but

they could not have been forced to pay those bonds. for

a period of a year after they did come due, they had a

vear to make good on their guarantee, so we could not

have said there was an actual default on their contract 10

for one year, and that would have been September 1st,

1915,

By Mr. Clevenger.

Q. You knew, Mr. Sypherd, did you not, that in the
settlement of the litigation between Bacharach and Bart-
lett that the West Jersey Mortgage Company gave its
note for $6,250 on June 3oth, 1913, payable ten days
after date?

A. I think [ recall that, yes, there was such a note 20
given, '

Q. And you know, as a matter of fact, that that note
WVas presented at your institution for payment on July
loth, 1913, do you not ?

A. Yes, :

Q- And you know that when that note was presented
1}1&1 there was not sufficient funds there to meet it,
1o you not?

A My recollection is the note was presented to us
on the morning of that date that you refer to, if that is 30
the correct date, T don't carry the dates in my mind, and
that at that hour the funds were not there to meet that
”‘Jlt.‘, My further recollection is that the note was paid
‘m;l}ﬂgythut tl.a}'.' hef.ortj the close of business that day.
_ = toupaid it within a half hour from the time of
1S presentation ?

Ao 4 ;
\ @ant say; I don't know about that. I know it
Vas paid,
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Q. And you know that you discounted the note of
$5,000, dated July toth, 1913, in order that that note
might be paid, do you not?

A. 1 don't have any recollection of it. We may have
done it, very likely we did.

Q. Don't your records that you delivered to the court
in cross-examination show that you discounted a note of
$5,000 on July toth, 19137

A. T don’t know. I can tell you very soon. [t is all

10 here. What is that date?

Q. July r1oth, 1913.

A. (After examination of papers )—3$5,000, July
toth, 1913, that is correct.

Q. You also know, do you not, Mr. Sypherd, that the
West Jersey Mortgage Company failed to pay the Guar-
antee T'rust Company its box rents for 1914, 1915 and
19167

A. Oh, they might, and I know many others that have
failed. but they are perfectly solvent.

20 Q. Well, it 1s a fact that they owe for 1914, 1915
and 19167

A 1 don’t know whether it is or not. [ wouldn't be
surprised if they do.

Q). Now, do I understand that you say that the sub-

ject matter of the administration of the trust under the

agreement of September 1st, 1911, Was never discussed
- 3 . g sl
before the hoard of directors of the Guarantee Trt

Company from the inception of the trust until the 1€

]

ceipt of my letter in April of 1915

. Tl [ that
30 A. Nothing concerning the administration Ol tha

o - ey y ) L"
trust was specifically discussed except the g eneral pol

_ 2 g “(l TES
of the company relative to the forec closure of mortg

Ventnor ‘“\”‘

on the tracts of land belonging to the 3
part of the

cate and the Margate Company in the lower
island.
. And that discussion had inception i1

that your company had in not having those

the interest

mortgage’

foreclosed, as | understand \uu
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A. No, I didn’t say that at all. I said that we dis-
cussed the general policy, whether it was wise to in-
stitute foreclosure proceedings upon this class of mort-
gages, and we decided it was not.

Q. And what was the reason that you decided it was
not?

A. That reason has been fully stated in my testimony,
as I explained to you this morning.

Mr. Clevenger— I ask for an answer to that
question, if your Honor please. We are not
talking about the mortgages under this trust
agreement now, we are talking about the mort-
gages that the Trust Company owns of a simi-
lar character.

A. (Continuing)— The exact reasons apply to the
mortgages of the second type that you are referring to,
held by the Trust Company, of a similar type to these
mortgages, there is no difference whatever, the same
principles apply and the same guiding force that led
to our conclusions.

By the Vice-Chancellor.
Q. Mr. Sypherd, Mr. Clevenger is anxious for you
to state again, for some reason which he does not dis-
dose, the reasons why your company did not foreclose
t ese Ventnor and Margate mortgages. If the reasons
"ere reasons that you are able to state the board pos-
essed, by any action taken by the board, you may state
hem as reasons of the board and give your reason for
n uting them to the board; otherwise, all you can
°1S ~"ve y°ur individual reasons so far as you as
enner of the board would be concerned. I do not
see any reason why you should not state such reasons

ofth I" 7°Ur m"x" *hat influenced you as a member
von 1 °ard m not takinf action, or re-state them, if
adootpHPOse °r1’ board by any concerted action
too. T a Oncerted policy, you may speak for the board

questiJ*6 n° reaS°n why you should not answer the
q °n“ore fI% a Mr. Clevenger thinks you can.

10
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A. Well, I would be very glad to answer the ques
tion more fully if Mr. Clevenger would indicate to ne
in any way any further information that I can give hm
than I have already stated, I am very willing to do it if
I only know just what he wants.

Q. Can you in a very few words state, so far as your
information goes, so far as you can recall at this tineg
what impelled you in any action that you took in the
matter ?

A. Oh, yes; I can state it again if you prefer me to
do it. As I stated before, the conditions that surrounded
that property down the beach, with the impairment of
the bulkheads and the consequent injury to the land, hed
absolutely destroyed the market that there was for tte
land.

Q. Let me refresh your memory a little It may be
that I am mistaken as to date, but was there not dag
about that time and shortly after the bulkhead wes
washed away a movement on foot— perhaps it may hae
been later, but was there not at that time a movement m
foot to re-establish the bulkhead and re-fill those lots?

A. There was, and that was one of the impelling rea-
sons, because we felt that every opportunity should ke
given if possible to restore the values to that land, ve
felt that it had value, and the only reason that it ws
not marketable and its value had been depreciated ¥
the destruction of those bulkheads through the actiono
the storms, and a movement was on foot and, in a
I didn’t know as to how much money actually had e
spent, but I had been advised—

Mr. Clevenger— I object to his being a ¥is

A. (Continuing.) Or understood

Mr. Clevenger— Or giving his understan ng
let him say what he knows. <

A. (Continuing.) I understand that a larbe
money— h nof ay

Q. What you understand now may not be
value, but what you understood then might be.
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A. Well, then, at that time a part of the bulkheads
were re-constructed along the front and a second storm
came, my recollection is, and destroyed those bulkheads
and that proctically completed the destruction of the
marketability of the land and the mortgages, and it was
my belief, and I believe the belief of our board as ex-
pressed by many members i 1 discussing the question,
[hd[ it would have been a Inohh inadvisable thing to
have proceeded with the foreclosure of these mortgages
n the condition in which the market w: as and the land 10

itself,

By Mr. Clevenger.

Q. In other words, you feared the foreclosure of
the mortgages would start a run in foreclosures ?

A. That had something to do with it, yes.

Q. Didn’t that materially affect your judgment ?

Hx' the Vice-Chancellor.

. The movement that [ refer to was brought to my
“L]]IIHH a long time ago and may have been later than 20
the period to which you refer, but lh:lt was, as | recall
it, a movement whereby therv was to be independent
fmancing of the problem of 10])111“1&1(]1110 the entire
front, and it w as to be done by some concessions to be
Tlicl{ie by the holders of the mortgages by way of allow-
"8 4 prior lien to come in to compensate for the im-
Provement, something of that nature.

Mr. Cole—That was after the appaintment of
the receiver.

M, (le\enﬂer——lfono after.

Mr, Cole—Mr. (m(llre\ took that matter up _

and tried to consummate it, thought he had i
tonsummateq,

)
[M Mr, Cley enger.

> Now, Mr. Sypherd, wasn't it the prime idea in

Your m :
ind at the time that the forec ‘losure of these mort-

|lfTL-\ Wi 3 -
vould start a4 run in foreclosures down there?

25 con
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A. It wasn’t the prime idea, it was one of the ideas.

Q. Well, it was the principal idea, was it not?

A. T wouldn’t so state.

Q, Well, it would.have figured?

A T would say that naturally it figured materially in
the judgment of any group of men who were running a
financial institution.

Q. And that would materially have affected the affairs
of the Guarantee Trust Company, would it not?

IQ A. It would have materially affected the affairs of
any company who had the mortgages as collateral,

Q. And the Guarantee Trust Company had mortgages
of that kind as collateral?

A. We certainly did; yes.

Q. So that in reaching that conclusion you were look
ingiout for your own benefit as well as the benefit of the
bondholders, as you saw it?

A. We were.

Q. And in reaching that conclusion you condude

20 that you were using good business judgment and doinb
a good banking business ?

A. We did.

Q. And by reason of having taken that stand you
were able to gradually weed out all of the guarantee
mortgages, collateral mortgages, in your institution an
have other collateral substituted therefor?

'A. We were not compelled to weed out many of t ee
mortgages, Mr. Clevenger, we did not have sucha *
large volume of them, we had comparatively few *

30 number, so that there wasn’t a very great weeding P
cess so far as those mortgages were concerne .

(Question repeated.)
A. T think I have answered it. k

Mr. Clevenger— If your Honor please, *
that is susceptible of an answer yes or no, an
am entitled to that. , , T

The Vice-Chancellor— I don’t know w

it is or not, Mr. Clevenger.
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A. (Continuing)— I don’t either. Pardon me, Vice-
Chancellor, but I don t think it can be answered that
way; I can’t, without explanation.

By the Vice-Chancellor.

Q If you say you cannot answer it satisfactorily by
yesor no I will let your answer stand. Do you say so ?

A. That is what I say, I cannot answer it satisfac-
torily yes or no; the answer I have given explained the
situation. s

By Mr. Clevenger.

Q You do not deny, do you, that you weeded out
those collaterals from your institution?

A. My recollection right now is that, with the excep-
tion of these that were taken out at the time of the
settlement of the West Jersey Mortgage Company’s
cars, we did not have more than, I would say, three
or our others that were, as you call it, weeded out, I
dnt know whether we had that many or not.

Q Well, you got rid of those, didn’t you?

« It was so small in amount and number that it
r have made any difference one way or the
er, w ether they had stayed or gone out, so far as
security was concerned.
But you cut them out, didn’t you?
I don’'t know whether we did or not.
Are they there in the bank yet?
Our records will show that.
Are they there in the bank yet ?
e have one or two; we have two, I think,
wave additional collateral with them?
No; .
iy, we have an ample margin, though, of se-
whkh wiWa he mterest’” M r- Sypherd, on lot 14, 108 B,

uin, 1915» was it?

20

30
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A. I think the record showed that; yes,’I am sue
it did.

Q. The correction to your letter of November. 2]
which you sent on November 24th, 1915—

A. Yes.

g __came in response to a letter which I wwte
did it not?
A. Tt did.

Q. And that letter that I wrote directed your aten
tion to the fact that there was no payment of $000
by the Ventnor Syndicate, did it not?

A. Tt did.

Q. Between September 1st, 1911 and March 1
1915, what discussions relative to the administration of
this trust took place before the board of directors of
the Guarantee Trust Company?

A. I have just explained to you a few minutes ag
that no discussions took place as to the administration
of this particular trust, but I did explain to yout a
discussions took place from time to time astote
visability of a foreclosure or collections of mortgages
of this type. y s

Q. I call your attention, Mr. Sypherd, to the facttha
your first answer to that question was that no part>
lar discussion took place; now you say no iscu
took place. Which is it?

A. What I said— and I think the stenographer
bear me out— was that no discussion took place &
the administration of this particular trust.

Q. In other words, this trust was never disc«8
the board of directors of the Guarantee rus
between the first of September, 1911, and the
of March, 1915? , i

A. No, sir, except as qualified by my ans

Q. And what was your qualification ? J

A. That the discussion as to the advisa
foreclosure of mortgages of this type di
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By Mr. Cole.

Q Mr. Sypherd, I want your own opinion about this :
Could purchasers have been found for the properties
covered by these mortgages at sale under foreclosure?

Mr. Clevenger— I object to that, that is a mere
speculation.

The Vice-Chancellor— I think it is competent
if it relates to what his opinion then was. If it
is intended to make Mr. Sypherd the witness of
the defense to show that fact it is competent 10
then, I think, as a matter of defense. You may
answer it.

A. In my judgment, purchasers for the property
oould not have been found at that time.

Carlton Godfrey, a witness produced in behalf of the
complainant, being duly sworn according to law, on his
cath says—

By Mr. Clevenger

Q I just want to ask you a question or two, Mr on
Godfrey. You were the secretary of the Ventnor Syn-
dicate, weren't you? y

A T was.

,,nLAldI he" ‘he ComPan> was firs‘ incorporated and

tic r;t°°t u e speculatlon in real estate in lower Atlan-
y 1 ad a block at that time, had it not?

bavZ .reC°Ile? ion ii; t}ll(at the fi;rst Purchase the com-
party made was four blIocks.

Q Then they filled those blocks and sold them ?

eWsnl 10!* 67 filled the blocks and SM them. Well «0
flir Whiethey — filled, my recollec-

filled a>S yeS * while they were being

thecontraeffooon1™ » 1~ W°rk Was started>1 think,

Idted while the” 6 made ©~ ~ CompanT and com~
tlio- theni  TPerSotl to whom we sold them was re-

b < B N gy e
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Q. Now, there were other bond issues, were there
not, of a similar character to this one under discussion,
——that is, where mortgages had been deposited as secur-
ity for collateral bonds?

A. Not that I recollect. The mortgages—

Q. From the Ventnor Syndicate, yes.

A. My recollection is that the mortgages were all
sold separate mortgage on each lot without any bonds of
the character of these bonds, all of the sales until this
particular transaction.

(). The reason I ask and the reason [ am putting you
on the stand is the Vice-Chancellor at the first hearing

asked what was the meaning of the clause in this par-
ticular agreement where it mentions the bonds of this
series. and he wanted to know if there was any other
series of bonds.

A. My recollection is that this is the only series, i
this case.

(). Well, you are sure of that?

A. [ am sure I am right about that.

Q. There never was but one series of Ventnor Syndi
cate bonds?

A. Only one series.

Q. Wasn't there a second series?

A. No, not of this character: there was another
issue of Ventnor Syndicate bonds but not of this char-
acter. .

Q. Well, were they secured by mortgages dep
with the Trust Company? _

A_ That issue was secured by a blanket mortgagt
' cond mortgasgt of

W5l 1L'

upon a number of blocks and was a se ¥4
most of the property; that issue was $200,009 B
ized, but not all issued, as I recollect it. !
. Then they were direct bonds with a blanket MO
_'.:clf e ?
A, Yes, ;
(). Now, how many of those were there’
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A. My recollection is that there was only one issue
of that character of bonds.

Q. Then the sum and substance of your testimony is
that there was no other series of bonds similar to this
oe that is in litigation to-day ?

A. That is my recollection.

No cross-examination.

George Conover, the complainant, being duly sworn
according to law, on his oath says. 10

By Mr. Clevenger.

Q Mr. Conover, where do you live?

A. Blridgeboro, Burlington County.

Q How long have you lived there ?

A. Seventy years, a little over.

Q1 What is your business?

A. Retired farmer.

cate bonds C “ inveStment in Ventnor Syndi-
A 1 did
20
Q To what extent ?
A $5.000.
Q $4.000, wasn’t it?
Q C ,rat frst' put there was another thousand later
I TwI many °f ‘hoSe IKmdS ',ave y°u Sot left ?
Q Are these the two bonds (exhibiting to witness) ?
80

4 A g\(es.? « “Lrhc o t t r registered in your

A Yes™ N° 6 ISy°Ur °Wn Prof>erty> isn’t it?

A. That”righlo' 7 y°U h°ld in tFUSt f°r another?

A Yeshe PnnClpal sum due to you on those bonds ?
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Q. With interest from what date?

A. From 1915* first of March.

Mr Clevenger— I would like to offer those
bonds in evidence.

(Said bonds marked Exhibit C 34 and Cjj,
respectively.)

Q. Did you ever hear, Mr. Conover, that taxes were
due and unpaid on the properties covered by the mort-
gages assigned to protect these bonds?

10 A. No.

Q. Did you ever hear that the interest had not ben
paid upon those mortgages?

A. No, I didn’t hear anything about it.

Q. Did you ever hear by letter or otherwise from
the Guarantee Trust Company other than to receive
your interest check until you got the notice of eem
ber 6th?

A. No, I never did.

Q. Where did you buy those bonds?

20 A. Why, at the Bartlett Building.
Q. Where did you settle for them?
A. There.
Q. What office?
A. In an office back of the bank.
Q. You mean the Guarantee Trust Company.
A. Eh? T fP
Q. You mean the Guarantee Trust Company
office back of the Guarantee Trust Company.
A. Yes.
Q. Who whBs present?

30 A. Why, this man that just testified.
Q. Mr. Sypherd, do you mean?
A. Yes.
Q. Who else?
A. Mr. Buzby.
Q. Harry J. Buzby?
A. Yes.
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Q Who else?

A No one that I know of.

Q Wasn’t Mr. Ingersoll there?

A Oh, yes, he was there.

Q Four of these bonds belong to him— in fact, all
of them belonged to him ?

A All of them belonged to him.

Q And the transfer took place in the office there ?

A Yes.

Q Do you know what the proceeds of the sale of
the bonds was used for ?

A. Why, yes, I know what they said there— that the
bonds were up for a loan.

Q Yes?

A. And this went to take up a note.

Q Whose note was it?

A. Ingersoll’s.

Cross-examination, by Mr. Cole.

Q@ You didn’t buy these bonds from the Guarantee
irust Company, did you?

A Didn’t buy them where ?

Q Isay, you didn’t buy these bonds from the Guar-
antee Trust Company ?

A- Oh, no.

Q You bought them from who?

A Ingersol, Mr. Buzby and me bought them to-

mP 1?1 Went mt® this building solely for the pur-
eof having them transferred to you, didn’t you?
Yes.

D° yoU Say tbat you nev€r knew that the taxes
(ANrélortgaged premises were unpaid ?

A y°Unever I°und that out yet ?
Q W ~ Wlat * “ave heard here.

witingt*r  * y°U “now when Mr. Clevenger was
g the Guarantee Trust Company in 1915 ?

26 cn\r
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A. I didn’t.

Q. Didn’t you know then that the taxes were ur
paid ?
I did not.
Didn’t he tell you?
Not that I remember.
When did you place this matter in his hands?
Why, I think it was in April, 1915.
Well, do you mean to say that you didnt know
10 then or shortly thereafter that the taxes were unpaid?

A. T didn’t know nothing about it.

Q. And your first information about the taxes berg
unpaid on the property in question was here m ths
court-room, is that right?

A. That is right, that is first that I knew of it

O. And the same applies to the overdue interest?

A. The overdue interest.

Q, When did you first know that there had been a
default in the payment of interest on the bonds?
90 A. Why, when they failed to pay me my interest.

Q. In March, 1915?

A Yecs.

Q. And then it was you placed the matter in Mt
Clevenger’s hands?

A. Yes.

Q. And told him to investigate for you?

o OoPro>

A. Yes. ' f this
Q. Did you know anything about the terms o
trust agreement?
30 A. What trust agreement? .
0. Under which these bonds had been eP
with the Guarantee Trust Company.
A. Only what the guarantee stated in re
mortgages.
Q. Where did you see that agreement.
A. In the Trust building.
Q. You read it, did you?
A. Yes,

H

-ards to tte
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The Vice-Chancellor— He is talking about the
guarantee.

A. (Continuing.) I am talking about the guarantee
an the bond.

Q Did you ever see the agreement ?

Mr. Clevenger— Show it to him, Judge.
Q You knew there was some sort of an agree-
met, didn’t you, under which these bonds had been
issued ?

A. Sure. 0

Q And did you ever see it ?

A Yes.

Q Where did you see it ?

A Saw it in the Guarantee Trust building.

Q When was that?

A. That was, I think, the first day of March.

Q What year?

A 1012,

Q At the time you bought your bonds ?

A Well, it was a few days prior to that. 20
So that y°u knew what was in thi

didit yous1 Yy 8 ﬁgfé‘@ment,

A Yes.

(Question repeated ) 30

A No.

A No.
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A. No.

Q. Do you know Mrs. Grace K. Weatherby, one of
the bondholders?

A. No; I don’t think I do.

Q. Did you either write or see her and ask her to
join with you in proceedings to have the mortgages
foreclosed ?

A. No.

Q. Did you have any communication with her at all?

A. No.

Q. You don’t know, then, why or how it came about
that she wrote to the Guarantee Trust for advice as to
whether she should join with you in your suit, do you

A. No; I don’t know anything at all about it

Q. Did you ever ask Mr. Clevenger as to the result
of his investigation of the matter of overdue interest
and unpaid taxes on this property ?

A. No; I never did.

Q. Well, you knew, didn’t you, that you had a right
to call on the Guarantee Trust Company to foreclose
these mortgages on which defaults had been nede
didn’t you ?

A. Well, T don’t think I did until after I placed it
in the hands of Mr. Clevenger, I expected for him to
do what he thought best.

Q. Aside from the question of putting it in W
Clevenger’s hands, didn’t you know by the terms o
the agreement, which you admit you read in 1912° a
you had a right to call upon the Guarantee Trust
pany to foreclose these mortgages?

A. Well, T don’t know as I did.

Q. You didn’t know that you had that right.

A. To ask the Guarantee Trust to foreclose t ee
mortgages ?

Q. Yes. . ] e

A. Well, T never thought nothing about it;:
pected the bonds were good, when they mature

get my money.
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Q In other words, you relied upon the security given
to pay those bonds ?

A. T did rely.
Q And that is all the attention you gave it?
A. That is all.

Q After that you left the matter wholly in the hands
of your attorney ?
A Tdid

Q And gave no further attention to it?

A. No. 10

Q Well, you knew, didn’t you, that you had applied—
a least, there was an application in your name for a
receiver for the West Jersey Mortgage Company and
the Ventnor Syndicate?

A. T knew that.

Q. You knew that, didn’t you?

A Tdid

Q What was your object in filing this present bill
and having a receiver appointed for these companies ?
Was it simply to force the payment of the money that 20

was owed you, or were you acting in the interest of the
other bondholders ?

A Tt was in my own interest.

(> In your interest? That is all you care about it,
isn't it?

~ Well, T will tell you why—

Q. I say, that is all you care about it, to get your own
bonds paid?

« "That is all I care particularly about, to get my

own, but— 30

Q That is all; T want a frank answer.

W "the reason why I did this—

TV Kif’n* Care °r y°ur reason, Mr. Clevenger may.

zant f\,WS filed in December>7975- Are you cogni-

'Wsr, , at -D° you know that to be true— that it
iwshedm iqic?

A Yes.

I daogil+ ~ know why there has been such a long time
lapsed in bringing it on to a hearing- ?
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A. No, I don’t know.

Q. Did yoy make any investigation of the character
of the land that the mortgages covered ?

A. No, sir.

Q. On what did you rely when you took these bonds
over for your security ?

A. T supposed that my friend Buzby— what he tdd
me in regards to the bonds and mortgages that the Triad
Company held for the security of these bonds was
sufficient.

Q. In other words, you were told by Mr. Buzby,
through whom you got these bonds, that the mortgages
which were lodged with the Guarantee Trust Company
to secure these bonds were a good security ?

A. That was it.

Q. And that was all the investigation you made and
that is all you cared about it?

A. Well, he told me that you could borrow 85 per
cent, in any of the banks on these bonds, and that looked
to me as if the bonds must be pretty nearly right.

Q. On the bonds or on the mortgages?

A. On the bonds.

Q. What did he say about the mortgages ?

A. Nothing said any more than there was anple
mortgages to provide for the payment of these bones
when they matured.

Q. Did he tell you the mortgages were a good secur-

ity ?
A. He did.
Q. Is he a friend of yours?
A. Yes.
Q. How long have you known him?
A. Pretty nearly fifty years.
Q. He told you that in 1912?
A. Eh?
Q. Told you that in 1912?
A. Yes.
O. You believed him, of course?
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A. Certainly.

Q. And you believed he thought that to be true, didn’t
you?

A 1 did.

Q. Still think so?

A. T still think he thought that was true.

By Mr. Clevenger.

Q. Now, Mr. Conover, you made some investiga-
tion relative to the Guarantee Trust Company or didn't
you at the time you took the bonds ?

A. Yes.

Q. And what investigation did you make in regard
to them?

A. Well, Mr. Buzby told me also that the Guarantee
Trust Company were the guaranteers of the payment of
these bonds; I had inquired about what the stock was
worth and I was told 265.

By the Vice-Chancellor.
Q The stock of which company ?
A. Why, the Guarantee Trust Company.

By Mr. Cole.

Q@ You say that Mr. Buzby told you that the Guar-

antee Trust Company had guaranteed the payment of
these bonds ?

A Yes.

Q Sure about that?
A. Yes.

Q Bid he tell you in what way they had guaranteed
then? 3 vy S

A- Well, he said the West Jersey Mortgage Com-

pr” pGe fuaranteers first, that the Guarantee
niSt Company were the guaranteers of both the Vent-
J 1 the West Jersey Mortgage Company.

1 O°W n te” y°u that they were the trustees ?
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Q. He left you with the impression, did he
what he told you, what he said to you—

A Y

Q. —that the Guarantee Trust Company had guar-
anteed the payment of these bonds?

A Yes

Q. You believed that?

A. T did, and they paid me the interest for three
years.

Q. 1 am nct asking you about that, I am asking about
what impression Mr. Buzby left with you. You say he
left you with the impression and told you that the
Guarantee Trust Company had guaranteed the payment
of these bonds?

A. Yes, sit.

(). You never saw any written evidence of that,
did you?

A. Well, the way I understand the bonds—

Q. T say, did you ever see any written evidence 0f
that?

A. Well, T saw what T understood—

(. The written evidence that the Guarantee '[‘rl'rf
Company had guaranteed the payment of these bonds’

A. The way it read I understood it so.

(). What did you read?

A. Well, just the print on the bonds.

Q. On this bond (exhibiting) ?

A, Yes. .

0. ANl right. Now, I will show you the 1 mﬂl’l I

80 has been offered in evidence, and is that the thing 1"

5 : g 1h\
vou read from which you got the impression that

% h - 2o nav-
Guarantee Trust Company had guaranteed the P&
ment ?

A. Well, ves: I read that.

Q. Now, just a moment. Did you get your
hond or who

rﬂ] (]

Il

sion, now, whelly from what was on the
from what Mr. Buzby told you? 3

A. Well, T first got it from Buzby and 1 *111‘1-"
that was facts, and when T read the bond 1 S

that that was correct.

I'\'|'|1] to
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Q That is, you felt sure after reading this bond
that what Mr. Buzby told you, to wit, that the Guar-
antee Trust Company had guaranteed the payment of
these bonds, was in fact true?

A T did.

The Vice-Chancellor— What is it on the bond
that gave that impression— where they certify
to it as trustee?

Mr. Cole Yes, certifies it is one of a series
of bonds.

Q And you are a man of som)e business experience
Mr. Conover?

A. Mr. Buzby?

Q No, you; I say you are a man of some business-
experience ?

A. Oh, a little.

Q How long were you a farmer?

A. Thirty-eight years.

Q And you have retired ?

A. Yes.

Q A man of some means ?

A A little.

Q-And have other investments than these?
A Some.

Q How?
A Some.
Q Some?
V Yes. no bonds.

A- No, no bonds.
( Mortgages?

have mortgages, not here in Atlantic City.

%Mr. Clevenger.

one more question, Mr Conover. [ want

von 'SnaPer that Mr' Cole sI,owed ¥ou and
really mean that ygy ever saw that be-

27 con

80



10

20

30

210 GEORGE; CONOVER— CROSS.

fore? Look at it, the way it is signed, maybe that will
help you out.

A. I don’t remember ever seeing this before.

Q. Now, when you went there to buy these bonds
how many papers were shown you?

A. Only the bonds.

Q. And how many of those were there purchased at
that time?

A. How many did I purchase?
Q. Yes.
A. Five.
Q. You took four and Mr. Buzby one?
A. Yes.
Q. And is that one of the papers (exhibiting to wit-
ness) ?
A. Yes.
O. And is that what you read and saw ?
A. Yes.
Mr. Clevenger— The witness refers to Exhibit
C 34.
By Mr. Cole.

Q. Mr. Conover, now that you have had a further
examination by your own lawyer, let me ask you this.
What did you mean when you said, in reply to nmy
question, that you had seen the agreement?

A. Seen the agreement?

Q. Yes.

A. What agreement?

Q- That is what I want to know. I asked you whe-
ther you had seen the agreement under which these
mortgages had been deposited with the Guarantee Trust
Company and you said that you had and that you had
read it. Now, what did you mean by that answer.

A. | meant the bond, the agreement, | understood
you, of the Trust Company, in regards to the payment
of these bonds, that is what I understood you.

Q. Well, did you ever see any agreement, in whic
the Trust Company agreed to pay these bonds?
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A. Well, it seems as if they agreed to pay the in-
terest, at least I understood it so.

. Q. From what did you understand that?

A. Well, from the fact that they were trustees and
always paid the interest for the three years.

Q. Well, now, did you get the impression that they
had agreed to pay from the fact that they did pay it, or
from the fact that you saw it in some agreement?

A. Well, I suppose, why— they paid it, they had a
right to and it was their duty to do so.

Q. So, after all, Mr. Conover, does it come to this:
That because the Guarantee Trust Company had paid
you the interest you assumed that they had agreed to
pay it?

A. Well, I understood it so on the bonds.

Q. Then your testimony now is that all that you ever
read in connection with this matter is what you saw on
the bonds ?

A. That is right.

Q. But you did know that there was an agreement
between the Guarantee Trust Company, the Ventnor
Syndicate and the West Jersey Mortgage Company,
which embraced the terms and agreements touching
these bonds, didn’t you?

A. No.

Q. Didn’t even know that?
A. No.

Mr. Clevenger— Judge, will you admit that a demand
was made on the Ventnor Syndicate, on the West Jersey
Mortgage Company and on the Guarantee Trust Com-
pany for the payment of these bonds and refused before
bill filed?

Mr. Cole— I don’t know of any reason why I should
not admit it.

Mr. Clevenger— Judge Cole and I have made a stipu-
lation as to the value of the Young’s Pier and Hotel

property and the amount of encumbrances against it.
That is all I have.
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Mr. Cole— Complainant admits that in November,
1914, the Atlantic Safe Deposit & Trust Company, in
the usual course of business, purchased some of these
bonds of the Young-McShea Amusement Company that
have been referred to in this case, at 9o.

Charles H. Jeffries} recalled, for defendants.

By Mr. Cple.

Q. Mr. Jeffries, in your testimony on direct exam-
ination you said that Mr. Godfrey and Mir. Sypherd
had told the directors on one occasion in connection
with this trusteeship that the company’s position was
safe. Have you since giving that testimony recalled
as to what the circumstances were that brought that
about ?

A. Yes; it was the discussion of Mr. Clevenger’s
notice or letter to the effect that he was going to com
mence suit.

Q. That is what you meant, was it, when you said—

A. Yes, sir.

Q. — that they gave that advice?

A. Yes, sir.

Cross-examination by Mr. Clevenger.

Q. Now, how did you come to change your mind
about that, Mr. Jeffries?

A. T asked questions concerning the matter, after I
left here.

Q. Of whom?
A. Of Mr. Sypherd.
Q. Who else?

A. T asked no one else.

Q. What was the conversation you had with M.
Sypherd ?

A. T asked him as to about when the letters were
received from you, stating that suit was going to w
started.
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@. What prompted you to open that up to him?

A. Sir?

Q. What prompted you to open up the conversation
to him'?

A. T wanted to know as to whether I had made the
correct answers.

Q. Who said you had made a wrong answer?

A. T imagined that I had from the drift of the ques-
tions and answers after that.

Q. When did you reach that conclusion?

A. After I left the stand.

Q. Who told you you had made a wrong answer?

A. T don’t know that any one did.

Q. Didn’t Mr. Sypherd tell you that you had made
a wrong answer?

A. No.

Q. How did he come to correct you, then, if he
didn’t tell you that you had made a wrong answer?

A. He didn't say that I had made a wrong answer.

Q. What did he say?

A. If T remember correctly it was that I must have
had reference to matters preceding— I can’t recall, Mr.
Clevenger.

Q. Then he suggested to you, did he, that you must
have had reference to time after the letter had been
written by me,— is that right?

A. No; I don’t know that he suggested that.

Q. Well, you say he made reference to it?

A. He made reference to it, yes.

Q Then he suggested it, didn’t he?

A. T asked him concerning it.

Q Then he suggested it, didn’t he?

A. No; I don’t think that he made a suggestion.

Q. Well, you hadn’t heard anything about my let-’
ters yesterday afternoon, had you ?

A. T think I was present at the board meeting when
all of your letters were read and discussed.

Q@ But you hadn’t heard anything about it being in
the case until this morning, had you?

10
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A. I knew that Mr. Sypherd had certain letters or
copies of them.

Q. But you didn’t know that they were in this case,
did you ?

A. No.

Q. Did you have a talk with Judge Cole about the
matter ?

A. I don’t know that I did.

Q. Did you have a talk with Mr. Godfrey about it?

A. I said a few words to Mr. Godfrey this morning
in the room here.

Q. And when was this talk with Mr. Sypherd about
it?

A. In the banking room yesterday afternoon after
returning.

*Q And did he explain to you the importance of
having that conversation take place after the receipt of
my leters?

A. Well, I realized that it was all after that time
when he gave me the date of his letter.

Q. Well, did he explain to you the importance of it?

A. No; I don’t think so.

Q. Well, do you know so?

A. Yes; 1 should imagine it was important to the
Guarantee Trust Company.

Q. Well, do you know that he explained it?

A. No, he didn’t make any great explanation.

Q. He made some explanation of it?

A. Just relative to the date of the letter, &c., in
answer to questions that I put to him.

Q. And told you the importance of having that dis-
cussion in the board after that date?

No, not the importance.

Well, he told you it was necessary, didnt he?
No, but he said the discussion took place.
That is, he told you that it did take place?

He said that it did, yes.

Well, he told you that?.

CrOrOor
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A. Yes, and I remembered it was so.
Q. But not until then?
A. Not until then, no.

By Mr. Cole.

Q. Mr. Jeffries, are you trying to conceal anything in
this case ?

A. Conceal?

Q. Yes.

A. No, sir. 10

Q. When did you next see me after you left this
room yesterday afternoon?

A. Tsaw you, I should judge, 7 130 in the evening.

Q. By appointment, didn’t you?

A. By appointment.

Q. Who were there?

A. Mr. Godfrey, Mr. Sypherd, Mr. Bartlett, Mr.
Slack, Mr. Faunce and myself.

Q. And the object of that meeting was to go over
this case, wasn't it? 20

A. Yes, sir.

Q. Do you remember my asking you last night in the
Guarantee Trust building, at that meeting, what you
meant by testifying that Mr. Godfrey and Mr. Sypherd
had told the directors of the company that the company’s
position in relation to this matter was safe?

A. Yes.

Q. What did you tell me? -

A. Just as I have said here.

Q. Well, what? What did you tell me?

A. That that had reference to the letter or statement
made before the board in connection with this letter
which was received from Mr. Clevenger threatening
suit.

Q- Now, did that question from me come to you be-
fore there had been any discussion by me with Mr.

Sypherd at all about your testimony?
A. Yes, sir.
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By Mr. Clevenger.
y. But you had talked with Mr. Sypherd prior to
that time?
Mr. Cole— I am not through, Mr. Clevenger.
Mr. Clevenger— Pardon me.

By Mr. Cole.
Q. In answer to Mr. Clevenger’s question you said
you had changed your mind. What do you mean by
10 that ? What have you changed your mind about ?
A. As to the answers I gave relative to certain ques-
tions that he put to me yesterday pertaining to this one
matter, the letter, &ec.

By Mr. Clevenger.

Q. Mr. Jeffries, your conversation with Judge Cole
last evening was after your conversation with Mr.
Sypherd in the board room?

A. My conversation with Mr. Sypherd was in his

20 own office, the trust officer’s office.
Q. And before you went to Judge Cole's office?
A. Yes.

By Mr. Cole.
Q. You didn’t go to my office at all, Mr. Jeffries, did
you ?
A. No, sir.
Q. Well, you just told Mr. Clevenger you did. Well,
did you go to my office?
30 A. No, sir.

By Mr. Clevenger.

Q. Well, it was before you saw Judge Cole that your
conversation took place with Mr. Sypherd?

A. My conversation with Mr. Sypherd was about
5130, and I met Judge Cole with the »other gentlemen
named at 7130, in the board room of the Guarantee

Trust Company.
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Q. So it must have been afterwards— that is right?
A. Yes, sir.

Wiliiam A. Founce, a witness produced in behalf o1
the defendants, being duly sworn according to law. on
his oath says. *

By Mr. Cole:.

Q. Mr. Faunce, what is your business?

A. Insurance and real estate business.

Q. How long have you been in that business?

A. About thirty-three or four years.

Q. Where do you live?

A. Atlantic City, N. J.

Q. How long have you lived here?

A. The same length of time.

Q. Are you a director in the West Jersey Title Com-
pany?

A. T am.

Q. And the Guarantee Trust Company ?

A. Tam.

Q. And have you been a director in the West Jersey
Mortgage and Ventnor Syndicate?

A. No, sir; I was not a director of the Ventnor
Syndicate, I was a director of the West Jersey Mort-
gage Company.

Q. Do you know whether or not the directors of the
West Jersey Title Company ever discussed the question
of what should be done with and whether or not there
should be a foreclosure of the mortgages given by the
Ventnor Syndicate?

Mr. Clevenger— I object to that question, if
your Honor please, as not being relevant to this
issue.

Mr. Cole— I want to show that the West Jer-
sey Title Company, which icompany owns a
considerable sum of these bondis, took some
action, and I think that the action of that Title
Company is some evidence to confirm the judg-

28 (ON
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ment of the Guarantee Trust Company on this
question of what the proceedings should have
been.

The Vice-Chancellor— I apprehend that may
be relevant. The test of conduct of the trustee,
as I presently understand it, is*the question of
whether or not it was the reasonable exercise
of a reasonable care and skill and judgment.

Mr. Cole'— The cases say the exercise of ordi-
nary care.

The Vice-Chancellor— Yes, and I do not
know any standard better than what others do
in like conditions. I think that will be competent
testimony.

Q. What amount of these bonds does the West Jersey
Title Company hold, do you recall?

A. Well, from twenty-three to twenty-seven thou-
sand dollars worth of the bonds, Judge. I ought to
know the correct amount but I don’t know.

Q- And did the directors of the company take some
action concerning them?

A. Thomas E. French, of Camden, and myself have
been on the auditing committee of the West Jersey
Title Company for the past eight or nine years, and in
December or early January, of 1916, with Mr. French,
we examined every property that was covered by these
mortgages with the exception of one, and while we did
not physically get on the land of this one property,
we was on the street on which it was located. We
made a report to the stockholders and directors of the
West Jersey Title Company in January, 1916, recom
mending that the Guarantee Trust Company be asked
to sell the mortgages, not to foreclose the mortgages but
to sell the mortgages for the benefit of the bondholders
and give each bondholder a chance to purchase the
mortgages and thus control the land. And I think our
report sets forth the fact that we do not think that the
West Jersey Title Company will lose any money if
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that action is taken. Now, conforming to that action
tte directors and stockholders ordered, that the recom-
mendation of the committee be carried out.

Q Did you know the conditions existing during the
year 1915 on this property in cjuestion?

A May I ask what you mean by that, Judge?

0. I mean—

A. Physical conditions?

0. I mean the physical conditions of the property?

A. Regarding the breaks in the bulkhead?

Q Yes.

A Yes, sir.

Q Now, having the conditions in mind during 1915,
s well as the conditions in mind at the time you made
this report, is your judgment touching the foreclosure
of those mortgages the same?

A. At the present time?

Q. Yes.

A Tt is.

Q Why did yon not favor a foreclosure of the mort-
gages rather than a sale of them?

A. When the mortgages were originally placed every
mortgage within that trusteeship was worth the full
amount of the amount of the mortgage. The Mortgage
Company had guaranteed a number of such mortgages,
and mortgages had been purchased by other people
without the guarantee of the Mortgage Company, the
West Jersey Mortgage Company, because they would
mt pay the guarantee premium. The Mortgage
Company and other individuals had purchased a
large number of mortgages of a like character
on vacant ground immediately adjoining to the
noth.  The Mortgage Company had guaranteed
mortgages all over Atlantic City on vacant ground,
mt only between Pacific avenue and the beach but
north of Pacific avenue, and those mortgages had
dways proved very successful. In 1913, I think, it
may have been before that, but in 1913 we had a

20
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particularly bad storm. The owners of the property
had spent considerable money in putting the bulkheads
back and every one believed that with the bulkheads
back and a change in the real estate conditions—in
1913 not only was the real estate conditions not as
good in Atlantic City as they had been a few years
previous but the general conditions of the country was
the same. In 1914, I think, the spring, we had another
storm, I can’t recollect because I haven’t had time to
verify the matter, but we had another storm in 1914,
I think, which practically stopped the value of lands,
of this kind of property, from a marketable standpoint
for immediate sale. In August, 1914, there was a
war in Europe which particularly upset not only the
real estate proposition in Atlantic City but the general
money market throughout this country; the stock ex-
change was closed August 1st and was allowed to be
pried open a little bit the latter part of December, but
then only a limited amount of stock was allowed to
be sold on the exchange, and things of that kind, and
if you will go back for a short time you will remember
that through that period, not only in Atlantic City
but all over the country, it was not easy to market
securities. The West Jersey Mortgage Company was
a going concern, it had a number of outstanding
guarantees, the same as it had for a number of years,
but it was meeting its obligations, and in my judgment
except for the break in the bulkhead, except for the in-
sistence of a receivership, the West Tersey Mortgage
Company would have been able to have taken care ot
its obligations, and one of the best illustrations to my
mind was the fact that right here on this stand yester-
day a property that would easily have sold for $250,000.
and should have sold for that, was sacrificed, so that
the West Jersey Mortgage Company lost the biggest
share of $75,000 under a mortgage that was perfectly

good.
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Q. Now, Mr. Faunce, I am not sure that you fully
answered my question, and that is, why it was you did
not deem it wise to foreclose these mortgages in 1915?

A. Because of the general conditions throughout
the State of New Jersey, not only down the beach but
the same thing applied to any other place. Suppose
you had foreclosed them? What would have hap-
pened ? Why, the bondholders would have become the
owners of the property and in my judgment not have
been as well off as they are to-day. And there were a
lot of mortgages that were held by people outside of
these guaranteed mortgages, they have not foreclosed
them yet, some that did, however, have foreclosed to
get the property.

Q. Now, the West Jersey Mortgage Company had
a lot of these mortgages, didn’t it?

A. Tt did.

Q. Did it take any action as to whether it would or
would not foreclose during that period?

A. 1 don’t think it took action that it would not fore-
dose because of the fact that if it did foreclose- it meant
that each of the mortgages as it fell due would be
called by the other people, whereas the payment of the
interest would allow th.e Mortgage Company to f'n
along and take care of the situation, so that they would
probably tide over their financial troubles.

0. Now, having in mind that there were overdue
taxes on these properties in 1915, having in mind that
there was interest unpaid, do you now say that it was
not the part of wisdom to have foreclosed the rnort-
gages deposited with the Guarantee Trust Company ?

A. My judgment is that it was not the part of
wisdom to have foreclosed the mortgages, and the
general belief by people who had the best interests of
Atlantic City at heart was that the people who had
their money in that property— and there was a good
many hundreds of thousands of dollars in it— would,
by reason of the efforts that was made to rebuild the
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bulkheads, get their money out, and they themselves
would pay the taxes and pay up the interest, the back
interest, and put the property back in some kind of
shape.

Q. Now, coming to the Guarantee Trust Company,
of which you were a director, let me ask you: Do you
know of any instance where any officer of the West
Jersey Mortgage Company requested the directors of
the Guarantee Trust Company not to foreclose these
mortgages ?

A. T do not.

Q. So far as you know of your own knowledge, or
from any discussion in your presence, did the Guarantee
Trust Company refrain from foreclosing because of
any request on the part of the West Jersey Mortgage
Company or to help that company in any way?

A. Not to my knowledge.

Q. Do you remember that there was a discussion
among the directors of the Guarantee Trust Company
concerning these securities on Margate and Ventnor
property ?

A. I should say that there were a number of dis-
cussions over a period of twelve or fifteen months as
to the general situation of the properties down the beach,
not only those ’held by the Guarantee Trust Company
as trustee under these mortgages, but the general situa-
tion, for the general public good of the people who
owned property in Atlantic City.

Q. Did you personally believe or were you hopeful
that there would be a betterment of the condition down
there ?

A. Why, I believed and still do believe that there is
no trouble about the betterment of the condition down
there.

Q. Do you know whether that belief and hope was
enjoyed by others who were members of the Guarantee
Trust Company qs well as the West Jersey Mortgage
Company ?



w iixiam a. eaunce— direct, 223

A. Well, T should say that it was their general be-
lief and of people outside of either one of those com-
panies or any of them.

Q. Now, you spoke of mortgages on these tracts of
land that were held by parties that were not guaranteed?

A. Yes, sir.

Q. By the West Jersey Mortgage Company?

A. Yes.

Q Have you any particular mortgages or persons in
mind ?

A. Why, Mr. John O. Wilson, of Camden, of Wilson
& Carr, bought one or two or three blocks of the same
blocks of mortgages and he wouldn’t pay for the guar-
antee, and in discussion with him— '

Mr. Clevenger— I object.

Q. Never mind discussion with him. He took the
mortgages without any guarantee at all?

A. He did, because they were worth the face of them,
so he said to me.

Mr. Clevenger— I ask that that be stricken out.
Mr. Cole— Yes, strike it out.

Q. Well, you believed they were worth the face of
the mortgages?

A. 1 did, T do.

Q. Assuming, Mr. Faunce, that these bulkheads had
remained intact and normal conditions had prevailed,
is there any reason you can think of why these mort-
gages would not have been perfectly good security ?

A. There is no conditions, and if the bulkheads were
put back substantially each property will sell for from
thirty to fifty per cent, above the amount of the mort-
gage and you can market them inside of thirty days, in
my judgment.

Q Bid you as a director of the Guarantee Trust
Company have any information at the time when set-
tlement was made with the West Jersey Mortgage Com-
pany that it had defaulted in the payment of interest
on 1 1st? Was any such information furnished
tc the board that you know of?
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A. There was no such information furnished to the
board and there was no such information furnished to
me, and while the Mortgage Company may have had
times that it did not have money by large sums, and
things of that kind, it had met its obligations and would
have continued to have met its obligations, in my judg-
ment, there would have been no question about it, ex-
cept for these troubles.

By the Vice-Chancellor.

Q. Which troubles?

A. The breaking of the bulkhead, the breaking out
of the war in Europe— that made a good deal of differ-
ence in the handling of these securities— and the suit
for receivership, the application for a receivership.

Q. When you speak of the suit for receivership you
will have to take into account that a receiver was not
appointed until after it was found that judgments were
almost ready for entry, and the receiver was appointed
to get in ahead of those judgments.

A. Your Honor, while the receiver was not appoint-
ed it was the general knowledge that a lot of people in
Atlantic City were doing what they could to cause the
company a lot of trouble, and the receiver might as
well, for practical purposes, have been appointed eight
weeks before that, in my judgment.

Q. Yes, I think that is probably true, but the point
I was making was that if the receiver had not been
appointed there would have been a lot of judgments
that would have procured preferment.

A. Well, I think so, probably in the long run, but
most of those, your Honor, I think would have been

taken care of.

By Mr. Cole.
Q. It appears in the case that the Guarantee nst

Company has filed a bill to foreclose a mortgage which
it holds in Margate City. What have you to say as to
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| whether it was wise— if you deem it was wise to fore-
dose that mortgage ?

A People holding separate mortgages in the same
tract, guaranteed, had been foreclosing the mortgages
at a time when there was practically little or no sale

I for that kind of real estate, obtaining deficiency judg-
ments, wiping out all the equity of the Margate Com-
I pany, that was the holder of title, and there was prac-
I tically no chance for the people who owned the prop-
erty to redeem the same, and the only thing that would
[ beleft in that case for the company to do would be to
[ foreclose.
Q What, in your opinion, was the fair market value
I of the Young-MlcShea Amusement bonds March 1st,
1915 when they were purchased from the West Jersey
I Mortgage Company?
A Ninety-five, full market value.
Q Was the question of satisfying the Guarantee
I Trust Company discussed by the directors of the West
I Jersey Mortgage Company or the executive commit-
[ tee?
A The Guarantee Trust Company had asked the
[ West Jersey Mortgage Company to reduce its obliga-
I tias where the mortgages were up for collateral or—
Q You mean these mortgages in question ?
A Yes, or pay off the loan covered by that amount,
I covering a period of two or three months, and it is my
I recollection that— in fact I know that Mr. Godfrey
[ called a meeting of the directors— of the executive
committee of the West Jersey Mortgage Company, at
[ which was present Mr. Godfrey, myself, Mr. Read,
I tte secretary, treasurer— I think it was Mr. Hackney,
I athough other members present think it was Mr.
I Adams and that Mr. Hackney was telephoned— now
[ xtwas my thought—
let us have vonr recollection.

A Well, it was my recollection that Mr. Hackney

I was present, but—

29 CON
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Mr. Clevenger— I object. The minutes are
the best evidence.

Mr. Cole— Now, I am going to show there
was no minutes. You showed that yourself.

Mr. Clevenger— Well, then, I object to the
testimony being given, because the minutes
should have been recorded, that is the best evi-
dence.

The Vice-Chancellor— Well, if a meeting was
held at which no minute was kept it can be testi-
fied to.

A. (Continuing) Mr. Adams was telephoned to
regarding the sale of these securities to the Guarantee
Trust Company, and the Mortgage Company sold the
securities to the Guarantee Trust ComSpany to pay off
its indebtedness and put itself in beter shape, and we
thought that we were getting a better price for those
securities than we could obtain elsewhere, because we
had been endeavoring to get the money to pay off our

20 loans and if We had sold the securities we would have

used that money to have paid off these loans.

Q. What is your present recollection as to where
the suggestion came from touching the sale of these
bonds? Did it emanate from the Guarantee Trust
Company or emanate from the West Jersey Mortgage
Company ?

A. It is my thought, and always has been, that the
West Jersey Mortgage Company made the proposition
to the examining committee of the Guarantee Trust

80 Company.

Q. Now, this meeting you say was the meeting of
the executive committee of the West Jersey Mortgage
Company ?

A. Yes, sir.

Q. Now, the minute book of the West Jersey Mort-
gage Company was introduced in evidence at a hear-
ing in Camden some ten days or two weeks ago an
there appears to be no minute of that action. Do you
know why ?
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A. T have no idea.

Q Is there any reason, so far as you know, why it
should not have been recorded ?

A. T think it should have been recorded.

Q Did you know that it was not recorded?

A. I did not.

The Vice-Chancellor— Is there noiminute of
the meeting on that day or is there a minute of
the meeting with no record of the resolution ?

Mr. Cole— Now, Vice-Chancellor, I don’t re-
member about that. Maybe Mr. Clevenger can
help us. I know that Mr. Clevenger asked the
receiver, I think, or the accountant, whether
there was any minute showing action by the
West Jersey Mortgage Company looking to the
sale of these bonds and the answer was that
there was not. Now, whether that meant entire
absence of a minute or—

The Vice-Chancellor— This was a meeting of
the executive comtmittee?

Mr. Clevenger— I have an indistinct recollec-
tion that there was a loose-leaf minute book
showing a minute either of the executive com-
mittee or of the board under date of March
blank but nothing about this in it, that I am
not sure of.

Mr. Cole— And your Honor may remember
that the by-laws of the West Jersey Mortgage
Company give the committee all the powers of
the board of directors.

The Vice-Chancellor— Yes, I recall that.

A. (Resuming) I think, your Honor, that the re-
ceiver wrote the bank that no authority had ever been
given. That was the first intimation that I ever had
that the minutes was not in full.

By the Vice-Chancellor.

Q Well, it was determined upon at a meeting of the
executive committee?
A Oh, it was.

10
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By Mr. Cole.

Q. You are quite clear about that?

A. There is no question in my mind about it, be-
cause I think that the examining committee of the bank
was waiting for the proposition as to whether we would
accept that amount after we had made the offer to them

Q. Now, Mr. Faunce, so far as you are personally
concerned, or so far as any discussion took place in
your presence by the directors of the Guarantee Trust
Company, was there any purpose on your part or theirs
in failing to foreclose these mortgages other than the
fact, if it be a fact, that you did not think it was wise
to have it done ?

A. That was the only reason.

Cross-examination, by Mr. Clevenger.

Q. Mr. Faunce, you have always been a director of
the Guarantee Trust Company up to date, haven’t you?

A. T have.

Q. You have always been a director of the West
Jersey Mortgage Company?

A. No.

Q. You were up to the time it went into the hands of
the receiver, were you not?

A. I was from the time— about the first eight or nine
or ten months from its organization until it went into
the hands of the receiver.

Q. You are a member of the finance committee of the
West Jersey Mortgage Company?

A. Finance committee? I don’t think I was.

Q. Executive committee?

A. T am on the executive committee, yes.

Q. Mr. Godfrey is the president of the West Jersey
Title & Guaranty Company?

A. He is.
Q. He was the president of the Guarantee Trust
Company ?

A. Yes.
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Q He was president of the West Jersey Mortgage
Conpany ?

A He was.

Q He was also on the finance committee of the West
Jersey Mortgage Company?

A You mean executive committee?

Q Yes, I mean executive committee.

A Why, as an officer of the West Jersey Mortgage

Company he was a member of the executive committee..

Q You, as a member of the executive committee or
asamember of the board of directors of the West Jer-
sey Mortgage Company, authorized the guaranteeing
of the principal and interest of these mortgages on un-
improved land down the beach?

A Why, I cant say whether I was present at the
meeting that was authorized or not, but after they were
authorized, and things of that kind, why, we carried
out the contracts.

Q You acquiesced in it?

A Yes.

Q After it was done ?,

A Absolutely.

Q But you didn’t vote for it?

A Well, that I can’t tell you; I don’t know that; I
aud not remember as to whether I was at the meet-
ing or not.

Q It was a departure from the former policy of the
company, wasn't it?

A Tt was not.

Q Had they been in the habit of insuring mort-
?°ges on unimproved land ?

A They practically had always done so, and had in-
sared a good many hundreds of mortgages above there
snd in that vicinity.

Q@ But I am speaking up in the town?

A In the town and also the right adjoining tract,
they had taken care of several blocks too.

Q Always on unimproved land?
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A. No; it was on improved and unimproved land.
These adjoiningiblocks that I am telling you about was
all unimproved, just the same as this.

Q. B|ut the question I asked you wjas, wasn’t the
policy of the company changed when it undertook to
insure mortgages on unimproved land?

A. If it was changed I have no knowledge of it, be-
cause my recollection is that it always insured any
mortgages that it thought was ample security.

Q, Do you think that the holders of the mortgages
are better off with the burden of having to pay over-
due taxes With the accrued interest at twelve and eight
per cent, than they would have been if they had fore-
closed and taken the title and paid the taxes themselves?

A. T think they are considerably better off.

Q. How do youifigure that out ?

A. It is my judgment that the property will bring
considerably more now than it would if they had fore-
colsed any time within the last eighteen months, and
particularly any time between the spring of 1913 or
the summer of 1913 and the summer of 1916, because
conditions changed wonderfully down the beach during
this last summer.

Q. Do you think these mortgages are worth their
face value now?

A. Wherever the bulkheads are not gone.

Q. Would you! pay the face value for them?

A. If T had money to invest I would buy the last ae
of them to-day.

Q. Do you think these bonds are worth their face
value ?

A. Any one that takes the land for the bonds and
pays the taxes in my judgment will get very much
more than six per cent, interest for his money to-day.

Q. A great many of these properties during the last
two years have been put up for sale, haven’t they, under
foreclosure ?

A. Yes.
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Q None of them have brought twenty-five per cent,
o the mortgages, have they ?

A Oh, yes; many of them have brought forty and
fifty per cent, above the mortgages.

Q But none above that ?

A Some have brought seventy-five per cent.

Q And most of them bought in by the parties who
hdd the mortgages?

A Yes, because they wouldn’t sacrifice the property;
there has been a fewi1that have but that is where they
audd obtain a deficiency judgment and get after more
property.

Q And the only bidders they had were either those
whowere interested in the West Jersey Mortgage Com-
pay or the Ventnor Syndicate and the party fore-
dosing the mortgage, were they not?

A T couldn’t say so.

Q Can you tell me of any instance where there
wae other bidders ?

A No, because I didn’t attend very many of the
sdles

Q Then you don’t know ?

A T attended three or four of the sales where people
were that were not interested'— that were not directors
ofthe West Jersey Mortgage Company.

Q Which ones ?

A band that was sold north of Ventnor Parkway
ad Ventnor. And, Mr. Clevenger, I might say to
yo, for your information, that we tried to buy three
a four lots within a period of six months at con-
siderably more than the amount of the mortgages and
the accrued interest down there and we couldn’t get
aw one to let go of the property, they wouldn’t sell
themfor the amount of the mortgages and the accrued
interest.

Q Who did you make those inquiries of ?

A. Several people who owned lots.
Q Who?
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A. Through people who were the holders of mort-
gages and who we thought would be glad to foreclose
and get the title.

Q. I say who?

A. Well, through the office of Godfrey & Godfrey,
and through the office of— oh, I can’t give the other
office. = 'We made the inquiries in two' or three cases
because we had a woman living in the Champion who
wanted to buy three or four lots down there and we
couldn’t find anybody who would let go.

Q. That inquiry was made of Mr. Godfrey?

A. And other officers besides.

Q, What other officers ?

A. T will get you the information and give it to you,

Q. I want it now.

A. T can’t give it to you now.

By Mr. Cole.

Q. Mr. Faunce, I think your testimony was that the
auditing committee of the West Jersey Title Company
made a recommendation in December, 1914. Did they
make a like recommendation in December, 1916?

A. December, 1915, and January, 1916, it was, and
1 can't just give you the dates of it, but there was a
meeting of the directors of the Title Company the last
part of 1916 where the matter of these mortgages
were then discussed.

Q. I was particularly anxious to know whether there
was any action taken in December, 1916?

A. Yes, it was discussed in December, .1916, when
the request was continued that the—

Q. That is what I mean.

A. — that the action recommended by the committee
of the year before be carried out as speedily as possible.

Charles A. Bartlett, a witness produced in behalf of
the defendants, alleging himself conscientiously scrupu-
lous of taking an oath, being duly affirmed according to

law, on his solemn affirmation saith:
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By Mr. Cole.

Q Mr. Bartlett, are you a member of the Guarantee
Trust Company ?

A Yes, sir.

Q And have been how long?

A Five years.

Q And what is your business?

A Real estate and insurance.

Q Were you ever a director of the West Jersey
Mortgage Company?

A No, sir.

Q Interested in any way in the company?

A. No, sir.

Q Or in the Ventnor Syndicate?

A. No, sir.

Q So far as your knowledge goes, or anything that
was said or took place in your presence, was there ever
arequest made by the West Jersey Mortgage Company
a the Ventnor Syndicate not to foreclose the mort-
gages which were deposited with the Guarantee Trust
Conmpany to secure the issue of bonds of the Ventnor
Syndicate ?

A. There never was.

Q So far as you know, which came to you directly
a by anything said or done in your presence, was there
any suggestion made by any member or officer of the
West Jersey Mortgage Company that these mortgages
should not be foreclosed ?

A. There was not.

Q Do you recall whether while you were a director
there was a discussion, either general or special, con-
cemning the securities in Ventnor and Margate that have
been talked about in this case ?

A. Tt was discussed several times.

Q And what is your recollection of the character
of the discussion ? What was it about ?

30 CON
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A. Why, it was about starting the foreclosure pro-
ceedings on some of the mortgages which were held in
the bank.

Q. What was the judgment arrived at?

A. Why, that it was not a propitious time to fore-
close them.

Q. Can you recall now what were the factors in the
problem that caused you to reach the conclusion that it
should not be done at that time? What was it you
talked about?

A. Well, the general conditions.

Q. Well, what were they?

A. The washing out of the bulkhead, and the war
breaking out and the tightness of money, and several
things that came right along at that time.

Q. Was it your individual judgment that it was not
wise to foreclose the mortgages?

A. It was my individual judgment, as a general prop-
osition, not to foreclose any mortgage.

Q. Well, T know, but these mortgages in particular
at that time, I mean, was it your judgment that they
ought not to be foreclosed?

A. It certainly was.

Q, Do you recall whether there had been any state-
ment made to any of the directors of the Guarantee
Trust Company or to you before March s5th, 1915, that
the West Jersey Mortgage Company had defaulted in
the payment of interest due March 1st?

A. No.

Q. Did you, during the month of March, 1915» kh°w
that the West Jersey Mortgage Company was not in a
healthy condition financially?

A. T did not.

Q. When did you first learn that it was not in a
healthy condition?

A. Why, I was up at Pocono in October and my bro-
ther read out of the Public Ledger that the West Jersey
Mortgage Company had gone into the hands of receiver,
and I couldn’t believe it.
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Q Was it a surprise to you?

A Tt certainly was.

Q Now, was it your idea as a member of the board
o directors of the Guarantee Trust Company that there
shoid be some change in the loans that had been made
tothe West Jersey Mortgage Company?

A Tt was.

Q What was your idea?

A T think the main sentiment of the board was to
at down the amount of the loan and to have other 10
oollateral substituted for it.

Q Collateral substituted for what,— the bonds or
the mortgages ?

A. For the mortgages.

Q1 What was the trouble with the mortgages from

| your viewpoint?

A. Why, the washing out of the bulkheads down
there had depreciated the property on which the mort-
gages were.

Q I don’t know whether, Mr. Bartlett, you have any 20
notion about it or not, but I will ask you : Dta you know
anything about whether or not these mortgages that
had been deposited under this trust agreement were
a that time sufficiently secured by the land given as
security ?

A T couldn’t answer that question.

Q You don’t know anything about that?

A No. I know that there were committees ap-
pointed in the bank to investigate them and report, but

have no knowledge of just which ones they were. 30

No cross-examination.

Carlton Godfrey, recalled, in behalf of the de-
fendants.

% Mr. Cole.

Q Mr. Godfrey, do you recall whether or not there
"as action by the directors of the West Jersey Mort-
gage Company or the executive committee touching the
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sale of the Young-McShea Amusement bonds to the
Guarantee Trust Company?

A. A meeting of the executive committee was called
and the question was considered, that is, the question
of the request of the bank to strengthen the collateral,
or to deposit collateral that was more marketable, I
think was the actual words used, and in the discussion
in the executive committee the question came up as to
whether we might not sell some securities that we
owned and pay off! the loan, and it was discussed at
some length, finally we agreed that was really the pre-
ferable thing to do. My recollection is it probably
might have been discussed at more than one meeting,
but I know it was discussed at one meeting and at the
meeting that Mr. Faunce has testified to.

Q. Well, then, finally did the committee authorize
the sale of those bonds to pay the loans which had been
made by the Guarantee Trust Company?

A. The committee did authorize the sale of the bonds
at a price of 95.

Q. Now, at the time that these bonds were sold did
the West Jersey Mortgage Company have any other
collateral to give to the Guarantee Trust Company
other than these mortgages on the land in Margate
or Ventnor and mortgages of that character?

A. They probably had no collateral of sufficient
amount that was immediately marketable. They had
collateral that was good, yet possibly not immediately
marketable.

Q. What, in your opinion, was the fair market value
of these bonds at the time they were sold to the Guar-
antee Trust Company?

A. Ninety-five was a good market value for them

Q,. Have you any knowledge of any sales of those
bonds at any higher figure than that?

A. T have not.

Q. Any knowledge of a sale any lower than 95»ex
cept the sale already testified to here to-day, or agreed
upon, to the Atlantic Safe Deposit & Trust Company.
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A. T think there was another sale at 9o of a small
amount of bonds,

Q. Did you ever request any of the officers or di-
rectors of the Guarantee Trust Company not to fore-
dose the mortgages in question ?

A. T did not.

Q Was there ever any action taken by the West
jersey Mortgage Company in the nature of a request
to the Guarantee Trust Company not to foreclose the
mortgages ?

A. There was not.

Q. Was there ever any action by the West Jersey
Mortgage Company itself not to foreclose the mort-
gages which it held,— speaking now after the storms
had taken the bulkheads?

A. Tt was their judgment— it was the judgment of
the executive committee of the West Jersey Mortgage
Company that it was not the time to foreclose mort-
ZAgES.

0. Was it your judgment?

A. Tt certainly was.

Q Can you give us your reason for that?

A. Prior to the storms the land was fairly market-
abe at prices far above the amount of the mortgages}
but when the storm came it was so severe that the prop-
ety was so injured that the values disappeared, that
is the market value absolutely disappeared, and at that
time there could not be a market value. Land can
hardly have a market value unless it is available for
immediate improvement. Now, this land was cut up
inlots, and persons buying at foreclosure sale would
have to buy a large quantity and build bulkheads be-
fore it could be improved or built upon for any pur-
pose, consequently there could be no market value and
was none. If rnortgages had been foreclosed at that
tine the land would have brought less money by con-
siderable than it would bring now even; the bulkheads
will have to be rebuilt before there is the same values
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that existed. While the bulkheads, of course, were in
good condition, personally my effort was to cause the
rebuilding of those bulkheads, and I spent weeks and
months at a time in endeavoring to get it done.

Q. Was that after the receiver was appointed?

A. About the time and after the receiver was ap-
pointed ?

Q. When did the first severe storm occur, accord-
ing to your recollection?

A. The winter of 1912 and 1913.

Q. Now, did that wash down the bulkheads— some
of them?

A. Yes, it washed down about from one to two
squares of bulkhead.

Q. Were those bulkheads restored?

A. Yes; the company had, at that time, sufficient
mjoney and credit to restore the bulkheads and they
put them back in the same condition they was before.

O. How much did it cost, do you recall?

A. My recollection is somewhere between thirty and
forty thousand dollars; it might have been in excess
of that figure.

Q. Up to that time what was the standing finan-
cially of the Ventnor Syndicate, good or bad?

A. It was good, paid its bills promptly, had money
on hand, good credit, stock sold at par and upwards.

O. When did the next storm occur ?

A. The following year.

O. And what damage, if any, did that do?

A. There was two storms that year, each of which
did a great deal more damage than the storm of the
vear previous, with the result that there were several
breaks in bulkheads and the same piece of bulkhead
that was washed out the year before was washed again
but the opening was much widened and the bulkhead
was weakened almost its entire length, while possibly
two-thirds of the length of the bulkhead remained
standing vet it was very mhch weakened and had the
effect of absolutely destroying salable values.
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Q And when you speak of its entire length just what
was that entire length ?

A. One mile and a half, I should say.

Q Were you able to restore the bulkheads ?

A. The company had no money or credit with which
to restore the bulkheads and therefore it was necessary
to create some different plan if they were to be restored.

Q Assuming the restoration of the bulkheads and
the filling in of the property in the condition it was
before the storms came along, what is your judgment
asto the value of the property ? Is it security for these
mortgages or not?

A. The property was worth and would have sold
readily, fairly readily, at fifty per cent, above the mort-
gages.

0. Had there been such sales before the storm?

A. Yes, numbers of them.

Q Do you know whether there were mortsrajges
down there that had been purchased by others than
those who had the guarantee of the West Jersey Mort-
gage Company?

A. Oh, yes; there were sales made to others.

Q Have you some instance in mind ?

A Tknow that Wilson & Carr bought one block, if
not more, of mortgages in that section without the
guarantee of the West Jersey Mortgage Company.

Q What is your judgment as to the ability of the
West Jersey Mortgage Company to have rehabilitated
itself in. sav,. 1915 if a receiver had not been appointed?

A I think that it could have been rehabilitated,
either with or without a receiver. My judgment was
that it was very easy for the receiver to do it if he
had been so inclined.

Q Now, speaking of March 1st, 1915, or, rather,
speaking of the date when the bonds of the Young-
McShea Amusement Company were sold to the Guar-
antee Trust Company, was there any information com-

mmicated to the directors of the Guarantee Trust
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Company that there had been a default on tne part
of the West Jersey Mortgage Company in paying in-
terest due March ist, 1915?

A. Not that I know of.

Q. What knowledge have you about that?

A. T knew that the West Jersey Mortgage Company
was making every effort to pay its guarantees promptly,
i here might have been some delays in som'e cases of.
a iew days, but I know of no delays that was for any
length of time, and the interest was being paid with
reasonable promptness, up until within a very short
time before that" it was paid absolutely promptly, in
fact there was very little complaint until after the
period you name.

Q. So far as you know, was- the failure of the Guar-
antee Trust Company to foreclose these mortgages due
to any action or request on your part or that of the
West Jersey Mortgage Company?

A. It was not. It was by reason of their judgment
that such foreclosure should not occur, and for the
benefit of any person" who might own such mortgages
they should not be foreclosed, and the subsequent evi-
dence has proven that that was wise.

Q. Now, there has since been rather a number of
these mortgages foreclosed, have there not?

A. Yes.

Q. And tell us," so far as your personal knowledge
goes, what happened to those foreclosures?

A. The property has sold at the foreclosure saks
along that front for sums varying, I would say, from a
third to a half, up to sixty per cent., sometimes more
of the amount of the mortgages. In other words, they
have brought, I would say, on an everage substantially
the same as, and oftentimes very much more, than
mortgages located otherwise, other places.

Q. In some of these cases did you become a bidder,
either for yourself or -somebody else ?

A. Quite a considerable number of cases.
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Q You were president of the Guarantee Trust Com-
pany during 1915- Had you known of any demand or
request by any of the bondholders of the Ventnor Syn-
dicate to foreclose the mortgages ?

A. No such request was ever made, to the best of
ny knowledge, until the letters of Mr. Clevenger; they
were the only requests that had been made for informa-
tionor for any action, so far as I know.

Cross-examination, by Mr. Clevenger.

Q Mr. Godfrey, the agreement in this case provides
for an issue of bonds, $200,000, doesn’t it ?

A. T suppose the agreement speaks for itself. I pre-
sme you are right. I haven’t it before me.

Q And the agreement was made originally in Sep-
tenber of 1911, is that right?

A. Well, the agreement will speak for itself. The
dates are upon it, no doubt.

Q Look at it (handing paper to witness). Are those
dates correct, Mr. Godfrey?

A. The agreement is dated September 1st, 1911.

Q The amount of bonds authorized is $200,000?

The Vice-Chancellor— Assume it is so, Mr.
Clevenger, if you have any question to ask.

A. Aggregate of $200,000, correct.

Q Now, do you know why there was only $79,000
of the bonds issued under this agreement ?

A. They were to be issued at the convenience of the
Ventnor Syndicate, and 1 suppose their needs and con-
venience only required that amount to be issued.

Q Well, is that the fact or your supposition?

A Tt is a fact, so far as I know.

Q Then do you mean to say that they did not need
the balance of $133,0007?

A. No, they were selling mortgages, and in some
cases the mortgages were deposited and these bonds
issued, as provided by this agreement, and other mort-
gages were sold direct, and it was a matter of con-
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venience and arrangement as to which purchasers
obtained, so that the statement that I made before was
right.

Q. Do I understand, then, that they did not need the
$133,000?

A. That does not follow from the statement that I
made.

Q. I am asking if that is the fact, that they did not
need the $133,000?

A. Their plan was to sell mortgages upon all the
land that they improved, and they did do that— that is
they did sell all of the bonds and mortgages.

Q. Did the company need the $133,0007?

A. They could not issue bonds under this agreement
without depositing the mortgages to secure them
Now, then, if the mortgages were sold direct they could
not use them in two ways, so that the question is not a
proper question, based upon the—

Q. Did the company need the $133,000?

A. T suppose every company needs all the money it
can get.

Q. And the Ventnor Syndicate needed that?

A. Undoubtedly the Ventnor Syndicate would like
to have all the money it could obtain properly.

Q. Did the Ventnor Syndicate need the $133,000,
Mr. Godfrey?

A. What $133,000? What $133,000 do you refer
to?

O. The.difference between the amount of bonds they
actually issued and the amount authorized.

A. There was no such difference.

Q. WJiat was the difference?

V There was no bonds to be issued and could he
no m”ney obtained without the deposit of mortgages
with the trustee corporation upon which to base the
issuing of bonds, now there could not be any bonds
issued upon which to obtain the money unless the mort-
gages were deposited.
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Q You deposited the mortgages as you issued the
. bonds?

A Yes, sir.

Q As you sold the bonds you put the mortgages up ?

A. We deposited the mortgages and then sold and
delivered the bonds.

Q Now, you say in your direct examination, Mr.
Godfrey, that you never requested the Guarantee Trust
Company not to foreclose these mortgages. Did you
ever request them, individually, to foreclose them?

A No, because it was my judgment, in the interest
of all the bondholders and other owners of mortgages,
ihat the mortgages should not be foreclosed.

Q As the president of the West Jersey Mortgage
Company, and as a member of the executive committee
of the West Jersey Mortgage Company, did you ever
request the Guarantee Trust Company to foreclose
those mortgages?

A. T never requested the Guarantee Trust Company

1to foreclose these mortgages.

Q Either individually or representing any company?

A. No, because I thought it was not wise. ,

Q Now, you attended the sale of the Hand fore-
closure of the loti on Ventnor Parkway fully two
squares back of the bulkhead?

A Yes.

Q That mortgage was $2,500, plus interest, was it
not?

A. Yes.

Q And the highest bid on that property was $1,300,
was it not ?

A. Yes, I think so.

Q You attended the sale of the McKeague fore-
dosure. did you not, being a lot on Atlantic avenue
back of the bulkhead ?

A. T think so.

Q That mortgage was $2,500, plus interest and
oosts ?
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A. It was if 1t was located on Atlantic avenue.

Q. The highest bid on that lot was $1,000, was it
not?

A. I imagine so.

Q. You attended the sale of the three Rightmire
foreclosures, did you not, land located between Atlantic
avenue and the hoardwalk, and each of the mortgages
were $2,000, plus interest and costs?

A. T think I remember being there. 1 have attended
almost every sheriff’s sale of these mortgages.

). One of these lots brought $600, did it not?

That is my recollection.

Another one $9o0?

That is my recollection.

Another one a thousand dollars?
That is my recollection.

Q. You attended the sale of the three mortgages
held by the Tuckerton Bank, did you not?

A. T think I remember being there.

Q. And those lots were between Atlantic avenue
and the bulkhead, and one of them in the Ventnor
section, is that not right?

A. T don’t remember really where they were located.
I imagine your statement is correct.

(). And one of those lots brought $475?

A. You are making the statement.

Q. I ask you?

[ don’t remember.

Another one of them brought $500, did it not?
[ don’'t remember.

And another one $500, did it not?

[ couldn’t say.

). Two of the mortgages were $2,000 each, were
they not?

A. Tf the mortgages were in the Ventnor section
they were $z,000 each.

Q. And the one facing the beach front was a $5.000

mortgage, wasn’t it?
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A The mortgages facing the boardwalk were $5,000.

Q That is right, isn’t it?

A Yes.

Q That lot brought $500, didn’t it?

A T never attended any sale under which a $5,000
mortgage was sold for $500 to the best of my knowl-
edge

Q You attended the sale of the two Earle fore-
closures, each for $2,000?

A. Tt is hard for me to remember each one. I at-
tended, I would think, nine out of ten sales where
foreclosures in that vicinity have occurred.

Q In the sale of the Earle lots they were bid in
for $500 each, were they not ?

A. What were the Earle mortgages?

Q $2,000 each.

A. Where located?

Q Between Atlantic avenue and the boardwalk.

A. I don’t remember what they did bring.

Q Now, Mr. Godfrey, you said that the West Jersey
Mortgage Company at the time they sold the $54,000
of Young-McShea Amusement Company bonds had
other assets. What assets did they have other than
either bonds or bonds and mortgages on unimproved
real estate in Ventnor and Margate— do you know?

A. If we had the books of the West Jersey Mortgage
Company here I could tell you.

Q As a matter of fact it didn’t have anything, did
it?

A. How is that?

Q As a matter of fact it didn’t have anything ex-
cept that, did it ?

A. They had other collateral.

Q Well, but I mean other bonds and mortgages or
bonds secured by bonds and mortgages on unimproved
real estate— did they have any other assets?

A. Well, I would have to have the books of the Mort-
gage Company here to determine that question.
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Q. You can’t think of anything?

A. They didn’t have assets that were readily market-
le.

Q. You cannot think of any particular assets they
had other than those I mention without the aid of the
books ?

A. Well, T would much prefer to testify as to speci-
fic assets from the record of the assets in the books of
the company.

Q. Can you recall anything except those bonds?

A. I don’t want to testify as to things that I am not
absolutely sure of.

Q. You can’t recall anything?

A. T will testify from the books when you produce
them.

Q. I say, you can’t recall anything now?

A. T know that they had other assets.

Q. But you can’t recall what they are?

A. The books will show what they are.

Q- I say, you can’t recall what they are?

A. It is better to testify from the books accurately.

Q. Well, can you recall or can’t you?

A. T have given you my best information.

By Mr. Cole.

Q. Mr. Godfrey, in these cases that Mr. Clevenger
has spoken to you about, purchases and sales, do you
know whether or not they were bid in by the mort-
gages or not?

A. My recollection is that practically all of them
were.

Q. Now, who were the directors of the West Jersey
Title & Guaranty Company during 1915 and 1916, as
nearly as you can recall ?

Mr. Clevenger— That is in evidence, Judge.

Mr. Cole— West Jersey Title Company?

Mr. Clevenger— Oh, I beg your pardon; no
I will consent to you filing that.
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A. Suppose I give you the accurate information, I
will send it to you.

Q You don’t recall?

A. Oh, I can name almost all of them, but I might
miss two or three.

Q. Well, tell us those you can remember.

A. Charles R. Stevenson, of Camden; Thomas E.
French, of Camden; Lewis Starr; William S. Cassel-
man; William A. Faunce; myself; C. J. Adams; his
son, Carlton Adams; I. G. Adams; 1 think D. S. White,

By Mr. Clevenger.
Q John W. Hackney?
A. John W. Hackney, and there were several others.

By Mr. Cole.

Q That is all you can presently recall?
A. Yes.

By Mr. Clevenger.

Q. Just one more question, Mr. Godfrey: The Right-
mire lot that sold for $60o and the Rightmire lot that
sold for $900 were bought in by John Stafford, Jr.,
were they not, and not the person foreclosing the mort-
gage?

A. Tam not sure as to who did buy it in. There was
so many of them sold that I can’t pretend to remember
the particular one that was bought by a particular per-

son, unless there was something to call my attention to
it.

By Mr. Cole.

Q Was Mr. Howard M. Cooper a director of the

West Jersey Guaranty & Title Company?
A. Yes.

Willian F. Wahl, a witness produced in behalf of the

defendants, being duly sworn according to law, on his
cath says:
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By Mr. Cole.

g. Mr. Wahl, are you a director of the Guarantee
Trust Company?

A. Yes, sir.

O. And have been for how long?

A. Since it was organized, about fifteen or sixteen
years.

Q. Have you ever been an officer or director of the
West Jersey Mortgage Company?

A. No.

Q. You were, I believe, an officer in the Ventnor
Syndicate, were you not?

A. Director in the Ventnor Syndicate for a time.

Q. So far as you know, was the failure of the Guar-
antee Trust Company to foreclose the mortgages that
are in question here, that were deposited to secure the
Ventnor Syndicate bonds, due to any request from any
officer or director of the West Jersey Mortgage Com-
pany ?

A. No.

Q. Was there ever any talk or discussion around the
table cf the directors of the Guarantee Trust Company
that these mortgages should not be foreclosed out of
deference to the West Jersey Mortgage Company?

A. No, I have no recollection of any.

O. Do you know whether there was ever any in
formation given to the directors, or did any come to
you, up to the time of the purchase of these Young
& MeShea Amusement Company bonds, that the West
Jersey Mortgage Company had defaulted in the inter-
est payment March first?

A. T had no such knowledge; never heard of any.

O. Had you any notion as to the market value, the
fair market value, of these bonds at the time they were
bought ?

A. No, I don’t, only what I heard at that time, I
was told that that was a fair market value, I know
nothing about it.
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Q. Do you know whether or not there wao romc
discussion by the directors of the Guarantee Trust
Company touching the wisdom of the foreclosure of
the mortgage that they held covering the Ventnor and
Margate properties?

A. Yes, I think there was some discussion.

0. What conclusion did you reach, if any, as to the
wisdom of foreclosing these mortgages during 1915?

A. Well, in my opinion, my judgment, it would
have been unwise to do, on account of the market con-
ditons and the slump in real estate, that we would
jeopardize the interest of those concerned if the fore-
closure were brought about.

Q Have you dealt in real estate in Atlantic City ?

A Yes.

Q During what period of years ?

A. T have been in Atlantic City for forty-six years
and T have always dealt in real estate, more or less,
during that entire time.

Q You are presently an owner of real estate?

A. Yes, sir.

Q Isit presently your judgment that it was not wise
to have foreclosed those mortgages ?

A Yes.

Q What brought about the slump, as you call it,
inthe values down on the beach ?

A. Well, there were several reasons, the storm tides
and many, conditions in general; the property down the
beach was very much injured by the storm tides two
years in succession.

Q Prior to the time of the destruction of the bulk-
head, what is your judgment as to the security which
the mortgpged premises afforded for the payment of
the mortgages that were given on those tracts ?

A Well, T have examined some of those, made some
examination, and my judgment was that the value of
those mortgages was about fifty per cent, of the land
value, fifty or sixty per cent, of the land value.

32 CON
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Q. What is your recollection of the request or de-
mand that was made upon the West Jersey Mortgage
Company concerning the loans that were there during
March of 1:.915°?

A. Well, we had quite a few securities oi that kind,
mortgages on property of that kind, and we felt that we
ought to have less of them, and we asked the Mortgage
Company to substitute other collateral, not only the
Mortgage Company but some other parties of whom
we held mortgages of that kind, to substitute other col-
lateral or reduce their loans.

Q. Where did the question of the sale of these bonds
initiate— the Guarantee Trust Company or the West
jersey Mortgage Company?

A. Well, it came from, the West Jersey Mortgage
Company, because the Guarantee Trust Company had
held those bonds— I don’t know, I was present when
it was proposed to the Guarantee Trust Company that
if we would purchase these bonds they would use
the money in paying off their loans.

Q. Did you know that the Guarantee Trust Company
had some of these bonds as collateral ?

A. Yes, I did know that, but I didn’t know they were
for sale.

Q. Then you say the first information you had con-
cerning the sale came from them ?

A. I mean the sale; I don’t mean to say I didnr
know they had any; I mean I didn’t know they had
them for sale.

Q. Are you still of the opinion that it would not have
been wise to have foreclosed those mortgages?

A. Yes.

Q. Now, so far as you were personally concerned,
had you any purpose in not ordering a foreclosure of
those mortgages other than to protect the people who
were interested in them?

A. T had none whatever.



WILLIAM L. WAHL— CROSS. 251

Q Had you any purpose to aid the Ventnor Syndi-
cate or the West Jersey Mortgage Company ?
A. No.

Cross-examination, by Mr. Clevenger.

Q. You were on the board of directors of the Vent-
nor Syndicate, were you not ?

A. Yes, sir.

Q On the board of directors of the West Jersey
Mortgage Company ?

A. No.

Q. On the board of directors of the Guarantee Trust
Company ?

A. Yes.

Q. How many shares of stock did you have in the
Ventnor Syndicate?

A. 150.

Q. Pjar was what ?

A. 100.

Q. Did your wife and daughter have shares of stock
in it?

A. My wife had 100 shares.

Q. Each of them?

A. No, the wife only.

Q. Your wife had 100 shares?

A Yes.

Q. You say you thought that the Guarantee Trust
Company held too many of those mortgages on that
class of real estate ?

A. Yes.

Q. And it was well to weed them out?

A. T didn’t catch that.

Q. And it was well to weed them out?

A, Well, part of them, yes.

Q@ Well, did you proceed to weed them out and have
other collateral substituted ?

A. We asked several people to substitute other col-

lateral. How much of it was done I cannot say at this
time.
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A. Well, you are pretty well rid of them now, aren't
you?

A, I couldn’t tell except by reference to the books.

Q. You got rid of quite a few of them, did you not?

A. T couldn’t tell; I don’t carry it in mind.

Q. But you did carry in mind, though, those that
were held as collateral for the West Jersey Mortgage
Company ?

A. In a general way, yes, the same as I'did the
others.

Q. Now, you knew, did you not, Mr. Wahl, that the
Ventnor Syndicate had practically failed around about
1912 or 1913?

A. No, I don’t think they were practically failed.

Q. They were in dire need of cash, were they not?

A. What is that?

Q. They were in dire need of cash, were they not?

A. Well, I judge so; I am not sure as to just what
condition they were in.

Q. And in December, 1913, they met and determined
to divide up their assets, did they not?

A. They had a meeting in which they offered o
tried to formulate a plan to offer stockholders some of
their property for part cash and part stock.

Q. And that was accepted by a great many?

A. By some, yes; I don’t know how many.

Q. And that occurred in 1913, did it not?

A. I don’t know the date; I know there was such a
thing done.

Q. Well, at any rate, on March 1st, 1915» YOI1 knew
that the Ventnor Syndicate was a failing institution?

A. T couldn’t say that because I don’t recall the dates,
Mr. Clevenger.

Q. You knew it was a failing institution before they
offered to exchange land for cash and stock, didnt
you?

A. Well, we thought by doing so that the company
might save itself, and if it had been carried out I think
it would, there would have been no failure.
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0. How could it save itself by giving its land for
stock ?

A. Well, they didn’t give it, they took stock and re-
ceived money, and the thing was figured out— I couldn’t
give you the figures.

Q Now, you knew that the West JerseyMortgage
Company was heavily involved by reason of advances
it had made on mortgages, didn’t you?

A. No; I knew nothing about the West Jersey Mort-
gage Company.

Q. You knew they were a borrower of the bank to
the extent of $54,000, didn’t you?

A. Yes, I knew they had borrowed money from us.

0. Didn’t that strike you as being quite a heavy
loan?

A. Well, it would depend what condition the com-
pany might be in; it might not be heavy for one com-
pany and it might be for another.

0. It was over one-tenth of its capitalization, was
it not?

A. Yes.

Herman Sypherd, recalled.

Q. I wish you would give us the benefit of your
Collection as to what took place between you and Mr.
effries after you left here yesterday afternoon and be-
fore meeting in your office at 7:30?

A. 1T made the remark to Mr. Jeffries after leaving
here that I felt that his testimony was of such a nature
that it left a wrong impression in the mind of the Vice-
Chancellor as to what the actual facts were concerning
which he was endeavoring to testify, and I asked him
what he meant by a portion of his testimony, particu-
larly where he referred toithe fact that Mr. Godfrey
or myself, or both of us, had advised the directors that
we were legally safe. I felt that he had left the im-
pression in the mind of the Vice-Chancellor that that
5  we cared about, to know that we were legally
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safe during the administration of this trust fund. And
he immediately told me that he did not intend to con-
vey that impression. Then I said, “If that is the case
you ought to go on the stand again to-morrow and
make yourself clear as to just what you did mean.” He
told me he meant to convey the impression that this
advice-—-

Mr. Clevenger— I object to what he told you

Q. Well, did you by anything that you said to him
suggest that he change his testimony?

Mr. Clevenger— I object to that, if your
Honor, please. Let him tell what took place.

Q. All right, Mr. Sypherd, tell us.

A. Mr. Jeffries then said—

Mr. Clevenger— I object to what Mr. Jef-
ries said.

The Vice-Chancellor— In other words, tdl
half of what took place.

A. (Continuing.) Well, I simply told him those
facts, and told him that he had created this wrong- im-
pression, in my judgment; I told him he ought to
straighten it out and give the facts as they actually ex-
isted, because I knew very well what he was driving
at and what the conditions were and when this state-
ment was made, and, as I have testified here, the state-
ment as to the legally safe proposition was only made
when we had a suit threatened and not before.

Cross-examination, by Mr. Clevenger,

0, That is all you told him?

A. That is all.

Mr. Clevenger— There is a report made by the re-
ceiver of the West Jersey Mortgage Company. I want
that in evidence. It is a statement that was made up
from the books; it has all of the assets of the com-
pany and the money that has been paid out for guar-
antees.
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Mr. Cole— Well, presently I do not see the relevancy
uf it I would like to have the benefit of an objection.
1will think about it.

The Vice-Chancellor— It will simply stand, as I
gather, as a tabulation or condensed statement of what
appears on the books of the company.

Mr. Clevenger— Yes, sir.

The Vice-Chancellor— Let it be marked.

Mr. Cole— I will take the benefit of an objection to
it now.

(Said paper considered marked Exhibit C yd.)

Both sides rest.

EXHIBIT C. 1

By-Laws of Ventnor Syndicate.

Article II. Board of Directors.

* * * * * * * *

Section 2. A stated meeting of the Board of Direc-
tors shall be held at the principal office of the Company
in New Jersey, or at such other office of the Company
in New Jersey as the Board of Directors may, from
time to time, decide, on Thursday of each week, at two
oclock P. M., or such other place, time and hour as
the Board may, from time to time, provide. Special
meetings of the Board of Directors may be called at
any time by the President. At meetings of the Board
of Directors three members, which shall include the
President and Secretary, shall be a quorum for the
transaction of business. Should the President and
Secretary not be present at any meeting, a majority of
the whole number of directors shall be a quorum for
the transaction of business.

Section 3. All of the corporate powers shall be and
are hereby vested in and shall be exercised by the Board
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of Directors. Express power and authority are hereby
conferred upon the Board of Directors from time to
time to borrow on the credit and responsibility of the
Company such sums of money as they may deem neces-
sary or proper for the purposes and interests of the
Company, in such form and for such time as they may
deem proper, and to pledge or mortgage any or al
stocks, bonds, securities or other estate, real or per-
sonal, belonging to the Company as security for the
payment of loans and advances.

Article III. Officers.

iic Jis Je $ .$ $

Section 5. The Secretary shall keep a record in due
form of the proceedings of the meetings of the stock-
holders and the directors and all Committees. He
shall also prepare and keep proper books of account
for the business of the Company subject to the direc-
tion of the Board of Directors, and shall perform
such other duties as the Board of Directors shall
require.

The Assistant Secretary may perform such of the
duties of the Secretary as the Secretary or Board of
Directors may designate.

Article V. Executive Committee.

Section 1. There may be an executive committee
consisting of the President and three directors. Such
committee shall be appointed by the President; but the
appointment shall be confirmed by the Board of Direc-
tors. The members of said Committee shall hold their
office until others are appointed and confirmed in their
stead. All vacancies in such committee shall be filled
in the same manner as the original appointment. The
executive committee shall meet at such times as shall
be fixed by the Committee and shall also meet at the
call of the President. The executive committee shall
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have power to transact any and all business of the
Company, except such acts as are specifically by law
required to be done by the Board.

EXHIBIT C 2.

The minute book of the Ventnor Syndicate is not

printed

EXHIBIT Cs3.
By-Laws of West Jersey Mortgage Company.

Art. II. Board of Directors.

$ 3 " ic £

Sec. ITII. All the corporate powers shall be and are
hereby vested in and shall be exercised by the Board
<f Directors. Express power and authority are hereby
conferred upon the Board of Directors from time to
time to borrow on the credit and responsibility of the
corporation such sums of money as they may deem
necessary or proper for the purposes and interests of
the Company in such form and for such time as they
may deem proper, and to pledge or mortgage any or all
stocks, bonds, securities or other estate, real or personal,

belonging to the Company as security for repayment of
such loans and advances.

Art. III. Officers.
b se sic sl sjc sic 5c slc

Sec. V. The Secretary shall keep a record in due
form of the proceedings of all meetings of the stock-
holders, of the directors and all committees. He shall
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sign all documents requiring the signature of the Presi-
dent, except checks or drafts, certificates of stock or
vouchers for money, and shall perform the duties usual
to the office of Secretary. All books, papers and cor-
respondence shall be kept in the office of the Company,
and all of such, except as the same are specially placed
in the custody of the Treasurer shall be in the charge
of the Secretary. In case of the death, absence or
inability to act of the Secretary, his duties and powers
shall be exercised by the Assistant Secretary.

Sec. VI. The Treasurer shall countersign all certifi-
cates of stock of the Company. He shall keep a record
of all moneys received and paid and receipts given
therefor. He shall also keep proper books of account
for the business of the Company, subject to the direc-
tion of the Board of Directors. He shall perform such
other duties as are incident by law to the office of Treas-
urer and as may be required by the President or Board
of Directors. The Treasurer shall give bond to the
corporation in the sum of Ten Thousand Dollars, which
bond may he a corporate bond, the expense of which
shall be paid out of the Treasury of the Company.

Art. IV. Executive Committee.

Sec. 1. There may be an Executive Committee con-
sisting of the President. Treasurer, Secretary and four
members of the Board of Directors. They shall hod
office until others are chosen in their stead. All vacan-
cies in said Committee shall ko filled by a majority vote
of the Committee. The Executive Committee shall
meet at such times as shall be fixed by the Committee,
and shall also meet at the call of the President. The
Executive Committee shall exercise all of the powers
of the Board of Directors when the latter is not in
session.
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EXHIBITS C 4 to C 12.

(Following is the form of collateral note heretofore
refered to in the testimony:)

Atlantic City, N. J.cceceenens 191

............... -months after date, For Value Received
............ .promise to pay to the order of the Guar-
anty Trust Company, at its Banking Office, Atlan-
HCGty, No J., ¢ ceeereeeeceneeesenceneneesneesssnnesnens oo Dollars,
mUnited States Gold Coin or its equivalent, having de-
posited with the said Company as collateral security for
the payment Of this note, or any note given in exten-
smor renewal thereof, as well as for the payment of
ay other liability or liabilities of the undersigned to
thesaid Company, due or to become due, whether now
existing or hereafter arising, the following property,
VIZ.:

o a market value estimated by the undersigned at
B e , and the undersigned agree to deliver to
the said Company additional securities to its satisfac-
tiay should the market value of the said securities, as
a whole, suffer any decline, and also hereby give to
the said Company a lien for the'amount of all the said
liabilities upon all the property or securities given unto
a left in the possession of the said Company by the
undersigned, and also upon any balance of the deposit
account of the undersigned with the said Company.
On the non-performance of this promise, or upon the
non-payment of any of the liabilities above mentioned,
orupon the failure of the undersigned, forthwith, with
°r without notice, to furnish satisfactory additional
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securities in case of decline, as aforesaid, or in the case
of insolvency, bankruptcy or failure in business of the
undersigned, then and in any such case, this note and all
other liabilities of the undersigned, or any of them
shall forthwith become due and payable, without de-
mand or notice, and full power and authority are
hereby given to said Company to sell, assign and de-
liver the whole of the said securities or any. part thereof
or any substitution therefor, or any additions thereto,
or any other securities or property given unto or left
in the possession of the said Company, by the under-
signed, for safekeeping or otherwise, at any broker’s
board or at public or private sale at the option of the
said Company or of its President or Treasurer, with-
out either demand, advertisement or notice of anv kind,
which are hereby expressly waived. At any such sale,
the said Company may itself purchase the whole or any
part of the property sold free from any right of re-
demption on the part of the undersigned, which is
hereby waived and released. In case of sale for any
cause, after deducting all costs or expenses of any
kind for collection, sale or delivery, the said Company
may apply the residue of the proceeds of the sale or
sales so mlade, to pay one or more or all of the said
liabilities to the said Company, as it or its President
or Treasurer shall deem proper, whether then due or
not due, making proper rebate for interest on liabili-
ties not then due, and returning the overplus if any to
the undersigned, who agree to be and remain liable to
the said Company for any deficiency arising upon such
sale or sales. The undersigned do hereby authorize
and empower the said Company, at its option, at any
time to appropriate and apply to the payment and ex-
tinguishment of any of the above-named obligations
or liabilities, whether now existing or hereafter con-
tracted, any and all moneys now or hereafter in the
hands of the said Company, on deposit or otherwise,
to the credit of or belonging to the undersigned whethei
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tie said obligations or liabilities are then due or not
de.

(On the reverse side is the following:)

In consideration of one dollar paid to the under-
sgrd and of the making at the request of the under-
sged of the loan evidenced by the within note, the
undersigned hereby jointly and severally guarantee to the
Giarantee Trust Company, Atlantic City, N. J., its
suessas, endorsees or assigns, the punctual payment,
dmaturity, of the said Loan, and hereby assent to all
ftetems and conditions of the said note and consent
tht the securities for the said loan may be exchanged
asurrendered from time to time, or the time of pay-
nat of the said loan extended, without notice to or
futher assent from the undersigned, who will re-
man bound upon this guarantee notwithstanding such
dangs, surrender or extension, hereby waiving de-
nand protest and notice thereof. -

EXHIBIT C 13.

The Minute Book of the West Jersey Mortgage Com-
pay, Board of Directors and Executive Committee are
mt printed in full. The following minutes are taken
fromthe book of the Executive Committee.

May 26, 1913.

A meeting of the Executive Committee of the West
Jersey Mortgage Company was held on this date.

Present were Messrs. Godfrey, Faunce, Hackney,
Adans, Robbins, and Sypherd.

A number of mortgages were reported by the Treas-
wer on which guarantees had been written and on
which the interest was more than thirty days overdue.
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The Secretary was directed to notify the various
owners of the properties involved that unless the interest
be paid within 10 days from the date of notice that
foreclosure proceedings would be instituted, and upon
failure of such owners to. make settlement to deposit
the mortgages with the attorneys of the company to
foreclose.

Foreclosure was directed to be instituted in connec-
tion with Guaranty 640.

Upon motion the Secretary was directed to notify the
Ventnor Syndicate and the Margate Co. that unless the
1911 taxes and the overdue interest on mortgages guar-
anteed and owned by this company be paid within thirty
days from date of notice that foreclosure proceedings
would be instituted.

Upon motion the attorneys of the company were au-
thorized to proceed with the foreclosure of the mortgage
against the land of the Record Development Company .in
Ventnor.

Mr. C. J. Adams reported that the mortgage which
the company holds on his property at Longport, also
the balance due on his collateral note would be paid
not later than July 15th next.

Upon motion it was decided to have a regular meet-
ing of the Committee on the second Tuesday night of
each month.

Upon motion the treasurer was authorized to sell the
balance of unsold stock of the company at 105 until
further action.

Meeting then adjourned.
H. M. Syph Ed

Asst. Secy.

June 10, 1913-
A regular meeting of the Executive Committee 0
the Board of Directors of the West Jersey Mortgage

Co. was held on this date.
Present were Messrs. Godfrey, Faunce, Robbins,

Hackney, and Sypherd.
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The minutes of the previous meeting were read and
approved.

Upon motion duly seconded the Secretary was in-
structed to notify Albert T. Bell that unless the interest
on the mortgage of $10,000 given by the Stacey Real
Estate Co. together with back taxes and interest on the
fist mortgage of $25,000 be paid within 15 days from
date, the mortgage would be placed in the hands of the
attorneys of the company for foreclosure.

Upon motion the officers were authorized to issue a
guaranty on mortgage $1000 covering property of Ross
Irwin 2711 Atlantic Ave. Lot 25 x 137, without the
joinder of the wife in the mortgage.

The committee appraised the land at $5000.

Meeting then adjourned.

H. M. Sypherad
Asst. Secy.

Addenda for Minutes of Meeting May 26, 1913.

Upon motion the officers were authorized to proceed
to collect the amount due from Howard G. Harris under
his agreement to purchase certain stock of the Ventnor
Syndicate now owned by this company and unless pay-
ment is made promptly to place the same in the hands
of Godfrey & Godfrey for collection.

It was .agreed that the committee should meet again
on Thursday May 29th at 10.30 A.M. at which Mr.
A. T. Bell was to be given the privilege of appearing
before the committee in the matter of the Steacey mort-
y o

H. M. Sypherd
Asst. Secy.

July 8, 1913.
A meeting of the Executive Committee of the Board
of Directors of the West Jersey Mortgage Company
was held on this date.

Present were Messrs. Adams, Godfrey, Robbins,
Hackney and Sypherd.
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The treasurer reported that the instructions given
relative to foreclosing a number of mortgages on which
interest is in arrears has been followed and the papers
delivered to Godfrey & Godfrey for foreclosure.

Upon motion the treasurer was authorized $4000 1st
mortgage bonds of Ventnor Syndicate secured by mort-
gage on land Montpelier Ave. & Beach on account of
interest due the company on $150,000 bonds of Mar-
gate Co.

Meeting then adjourned.

H. M. Sypherd
Asst. Secy.

December 18, 1913.

A meeting of the Executive Committee of the Board
of Directors of the West Jersey Mortgage Co. was held
on this date.

Present were Messrs. Godfrey, Faunce, Robbins,
Adams, Hackney and Sypherd.

IThe committee received a report from the Treasurer
relative to unpaid interest on a number of mortgages
guaranteed and owned by the company and the follow-
ing action was ordered taken.

Foreclosure at once was ordered on mortgages cov-
ered by guaranties Nos. 230, 439, 440, 441, 422, 447,
452, 476, 604, 457, 469, 480, 786 to 793 inclusive, 8o,
803, 810, 812 and 79s5.

In the following cases the Treasurer was directed to

foreclose if, after ten days notice, the arrears of interest
were not adjusted.

*® Guaranties Nos. A. 214, 222, 321, 436, 437, 444, 445

446, 453-454- 5°°- 5°7: 748, 824 and 825.

Upon motion the officers were authorized to purchase j
from the Margate Co. two mortgages of $5000 each
covering lots Nos. in Block the proceeds of j
said sale to be applied on account of guaranty premiums
and interest due the company.

The meeting then adjourned.
H. M. Sypherd

Asst. Secy.
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March 14, 1914.

A meeting of the Executive Committee of the Board
of Directors of the West Jersey Mortgage Company
was held on this date.

Present were Messrs. Godfrey, Hackney, Faunce and
Sypherd.

The financial condition of the company was discussed
very thoroughly and it was decided to insist upon the
payment of certain obligations due the company.

Upon motion the Treasurer was directed to notify
Mr. C. J. Adams that unless the balance due upon his
collateral note held by this company be paid within
five days and the mortgage of $3,000 covering property
a Longport within fifteen days proceedings will be
instituted for the collection of the same.

Upon motion Mr. Hackney was authorized to arrange
a conference with the Committee of the Sterling Realty
Corporation relative to the indebtedness of that Com-
pany to this Company.

Meeting then adjourned to meet Friday night next
at 8 P. M.

H. M. Sypherd
Asst. Secy.

July 20, 1914.

A meeting of the Executive Committee of the Board
of Directors of the West Jersey Mortgage Company
was held on this day.

Present were Messrs. Godfrey, Adams, Hacknev and
vSypherd

Upon motion the Treasurer was instructed that when
mortgages are called on properties of Ventnor Syndi-
cate and Margate Co. they be not foreclosed until
further orders.

Upon motion the mortgage under Guaranty A 436
was directed not to be foreclosed until further orders.

Upon motion the mortgage under Guar. A 250 was
ordered delivered to Godfrey & Godfrey with direc-

34 con
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lions to write to Emery Marvel concerning payment
of the same.

Guar. A 251 was ordered delivered to Godfrey &
Godfrey with instructions to write to the Inlet Im-
provement Co. demanding payment of the same within
ten days.

A bill of P. G. Hannum for 15.14 for repairs to
the property on the coal yard on N. California Ave.
was ordered paid.

Upon motion one of the old buildings on the prop-
erty at Delaware & Baltic Avenues was ordered torn
down.

Upon motion the action of members of the executive
committee in approving the issuance of guaranties on
the following mortgages was ratified:

Sarah Jones $3000— 220 N. Vermont Ave.

Curtis Risley 2500— N. W. Sumner & Winchester
Aves.

Hampton Bros. Co. 3500— 4712 Ventrior Ave.

Emma L. Cottingham 5500— 207 S. Vermont Ave.

Seaside Land Co. 1500— W. side of Nashville Ave.
96 S. of Winchester 96 x 87".

Howard G. Harris, N. W. Cor. Weymouth Ave. &
Boardwalk $22,500.

Meeting then adjourned.

H. M. Sypherd
Asst. Secy.

August 19, 1914.

A meeting of the Executive Committee of the Board
of Directors of the West Jersey Mortgage Co. was
held on this date.

Present were Messrs. Godfrey, Faunce, Adams,
Hackney and Sypherd.

Upon motion the following action was taken in
respect to certain guaranties in connection with which
interest is in arrears—
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Guaranty No. A 61 to Godfrey, Giddings & Read for
collection

A 245, 246, 343, 346, 444, 552, 553,

-54 773, 816 and all guaranties of Roebling Realty Co.

mortgages now in arrears for more than 60 days to

Godfrey, Giddings & Read for foreclosure.

Mr. John W. Hackney states that owing to the
demands upon his time as city engineer he could not
continue the work of Secretary and Treasurer of the
company, and therefore tendered his resignation to
take effect September 1, 1914.

Upon motion the resignation of Mr. Hackney was
accepted.

Upon motion Mr. Raymond P. Read was elected
Secretary and Treasurer of the company with the same
salary now paid Mr. Hackney, with the understanding
that he furnish an office for the company and pay the
derk now employed by Mr. Hackney from his com-
pensation.

Mr. Herman M. Sypherd then stated that he did not
feel that the business of the company required his ser-
vices as assistant secretary and he thereupon tendered
his resignation to take effect September 1, 1914.

Upon motion the resignation of Mr. Sypherd was
accepted.

Upon motion the officers were authorized to pur-

chase a steel filing cabinet from Ashmead & Hackney
for $200.

13 13

The committee meeting then adjourned to meet on
Thursday, August 26, 1914, at 4.30 P. M.
H. M. Sypherad
Asst. Secretary.

30
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The following Executive Committee minute was
found loose in the minute book:

Mar ;5
Meeting of
Execu. Com. of
Mtg Co.
Hackney— Faunce
Adams
Godfrey
Read. -
Agree to sign easement
agreement writ
Change in regard
Williams Mortgage
S Va Ave

The following is the last minute of the Board of

Directors:
January 13, 1915.

A meeting of the Executive Committee was held this
day. Present were Messrs. Faunce, Sypherd and God-
frey. Mir. Giddings was also present. Mr. Giddings
presented a proposition which he had received for the
sale of the property at Florida Avenue and the Bleach,
owned by this company, for $40,000.00, all cash above
the mortgage or for the exchange of the property for
property on Pacific Avenue near Florida Avenue. The
matter was thoroughly discussed and the proposition
to exchange the property was declined. On motion the
officers of the company were authorized to sell the prop-
erty at Florida Avenue and the Beach for a sum not
less than $40,000.00, all cash above the mortgage, set-
tlement to be made as soon as the papers can be pre-
pared, and to pay a commission of two (2) per cent
to H. G. Harris & Company, the agents making the
sale.

On motion the officers of the company were author-
ized to consent to the extension of any guaranties pre-
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viady issued and the action of the officers in making
sthrenewals heretofore was ratified and confirmed.
(On motion the officers were authorized to issue a
guaranty of $1,000.00 on property owned by Amanda
M Walls.

The meeting then adjourned.

Assistant Secretary.

EXHIBITS C 16 to C 20.

These are not printed, but appear in testimony.

EXHIBITS C 21 anda C 22.

The following schedule is printed in lieu of the tax
bills, etc., produced in evidence.



COMPILED DATA RELATING TO THE BONDS AND MORTGAGES, TAXES AND INTEREST.
Margate City.

i 1 | _ 1 Fah :

[ Taxes, Amt, | ' | Date Date Amount | Amount ' Assessed Value.

Block. | Lot.| Years Due. Total. |of Mtge. Date. Rate.
| 1 |

Guar.| Prin. Due. Int. Due. ' Int. Adv.|Int. Due. Appraisers. 1913-14 1915 1916

i | , 5
I ’ I ' ‘| | |
|
H
|

9| 91913 1916 281.91| sooo,ooi : 6% | A6o 0, 1914 300.00f 750.00 ]. W, 1{4Lk‘ ey & C. J. -\d.nm ()000 1,600, 1,280

tr| 161912 to 1916 288.38| 5000.00' 3, 1, 6% 3 1915 600.00| 750.00 & F. C. Robbins, 4,700| 1,200, 960 .
12| 81912 to 1916  288.38| 5000.00 3, )12 | 6% 3, 1, 19I5 : 600.00|  750.00 & C. J. Adams 4,700/ 1,200 960
12| 16|1912 1916 288.38| 5000.00 ) 6% 52| 9, 1, 1914 Y 600.00,  750.00 A - 4,700| 1,200 gbo
38 86A|  7|1914 to 1916  140.33| 35000.00 2| 6% 3.1, 0088 = 150,00,  750.00| . “ = 4,500| 1,200, Q60
4B 88A| 5|1912 1916 120.60| 2000.00 8 2| 6% | 8, 31, 1015 |8 240.00,  360.00 Missing 1,500/ 1,000 800
88A| 1916  27848| 35000.00 8, 21, 1912 6% S B ol 501.67]  900.00! g 4,500| 1,200, 960
88A| 1916 120.60| 2000.00 8, 31, 6% | 7 " 31, 1915 : 01 240.00|  360.00 1,500/ 1,000/ 800
8B8A| ' 1916  120.69| 2000.00 8, 912 6% : 1015 8, 31, IC 240.00|  360.00 A 1,500, 1,000 800
4a 88A| 1916  120.60| 200000 &, 3I, 6% | 8, 31, 1015 . ; 300.00|  360.00 1,500, 1,000, 800
88B| 131912 to 1916 mo()gl 2000.00| 8, 31, 1912 | 6% | 721/ 8, 31, 1915 | 8, 31, 240.00|  360.00 ; 1,500/ 1,000| 800

! | S

,.(r,m 40,000.00 ' ' | 1101.67| 6.450.00 36,600!12,600 10,080

Fentnor City.
! | | _ : ! i

1A 14 1912 Q1€ 865.58| 5000.00 11, 12, 1912 | 6% As 2 B TRz P25 600.00,  750.00 i 7,225| 6,500| 6,500

100A | 71912 to 1916} 734.03| 5000.00 : 1| 6% | ] ' % 5 30000 75000 F. C. Robbins & C. J. Adams 0‘-{; 4,800| 4,800

100A | 14 1915 to 1910| 248.16|  5000.00| ), | 6% 5 g _ : Q15 600.00 5 3 8 o .f 4,800! 4,800
1088 | 4 1913 016| 28840, 2000.00 Wy LA £ 3 180.00|  300.00 X 3 B s 6 2,300] .. 2,300
108B| 51913 016 288.40| 2000.00 e (=ar T ' _ 180.00| 300.00| g iy e mniol=2:300] 2: 300
108B| 6'1013 ; 288.40| 2000.00{ g, 1, IC 3y ) e ] 80.00|  300.00 : . s ahd el [
108B| 7 1913 916 248.16| 5000.00{ q, 1, IG % g i € i 5} 750.00 M * .e-v..| 4,800| 4,800
108B| 11/ 1Q13 )16 288.40! 2000.00 e g % | 54¢ g e 180.00/  300.00 % i Ao _),300i 2,300
108B| 12 1913 ) 288.40| 2000.00 gk e i e S i T AL 180.00/  300.00 i j Voikes 2,300 ©2 300
1088 | 13 1913 016 288.40!  2000.00 e o % | ¢ e d00A T 7 180.00 360.00 % Y YL 300| 2,300
108B| 14 1913 G 248.16| 5000.00 c47 750.00 A 5 S R S R 800

4074.40| 37.,000.00 | 1980.00| 5460.00 .+ ... .|39,500|39,500
|

rand T otal, 6243.80| 77.000.00| fur).'-w 67| 119170.00 o AR lﬂfl.iﬁ't'},j-“‘t)
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Guarantee Trust
Company

1910

Directors
Carlton Godfrey
Clement J. Adams
George P. Eldredge
William A. Faunce
John W. Hackney

Frederick C. Robbins

‘William F. Wahl
Henry W. Leeds
Heulings Lippincott
John J. Gardner
Oliver J. Hammell
Hubert Somers
James Parker
Nelson Ingram
William M. Pollard
Silas R. Morse
Walter E. Edge
James B. Reilly
Daniel S. White
Albert Beyer
Charles D. White
Lewis T. Bryant
Harry E. Tietjen
H. M. Sypherd

EXHIBITS.

EXHIBIT C 23.

West Jers ey Mortgage

Company
1910

Directors
Carlton Godfrey
Clement J ‘.Adams

William S. Casselman

William A. Faunce
John W. Hackney

Frederick C. Robbins

Arthur Wright
Lewis Starr

I. G Adams

J. B. Rogers
Thomas E. French
Louis Keuhnle

J. Willard Morgan
C. R. Stevenson
R. B. Stites

H. M. Sypherd
John H. Tunstall
W. B. Bell

G. P. Eldredge

H. S. Giddings

Ventnor Syndicate
1910

Directors
Carlton Godfrey
Clement J. Adams
Howard G. Harris
Lewis T. Imley
H. A. Davis
John A. Ireland
William F. Wahl
Daniel W. Myers
Philip I. Marvel
J. B. Rogers
M. D. Youngman
Louis Kuehnle
Clarence M. Brown
Charles C. Carmen
R. B. Stites
C. A. Daniel
P. G. Hannum
A. P. Hunter
A. M. Lanfeld
John McGlinn
John J. McGurk
C. H. Stinson
J. D. Sisler



Guarantee Trust
Company

1911

Directors
Carlton Godfrey
Clement J. Adams
Guage P. Eldredge
William A. Faunce
John W1 Hackney
Frederick C. Robbins
Wiliam F. Wahl
Henry W. Leeds
Heulings Lippincott,
John J. Gardner
Oliver J. Hanrmell
Hubert Somers
James Parker
Willlam M. Pollard
Silas R Morse
Walter E. Edge
James B. Reilly
Daniel S. White
Albert Beyer
Charles D. White
Lewis T. Bryant
Harry E Tietjen
H M Sypherd
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West Jer sey Mortgage
Company

1911

D irectors

Carlton Godfrey
Clement J. Adams
George P. Eldredge
William A. Faunce
John W. Hackney
Frederick C. Robbins
Arthur Wright

J. B. Rogers

R. B. Stites

I. G Adams

Louis Kuehnle
William M. Bell
William .S. Casselman
Thomas E. French
H. Starr Giddings

J. WHlard Morgan
Lewis Starr

C. R Stevenson

H. M. Sypherd
John H. Tunstall
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Vent nor Syndicate
1911

Directors

Carlton Godfrey
Clement J. Adams
Howard G. Harris
Lewis T. Imley
John A. Ireland
Philip I. Marvel
William F. Wahl
J. B. Rogers

R. B. Stites
Daniel W. Myers
Louis Kuehnle

M. D. Youngman
Clarence M. Brown
Charles C. Carmen
Howard A. Davis
C. A. Daniel

P. G. Hannum

A. P. Hunter

A. M. Lanfeld
John McGlinn
John J. McGurk
C. H. Stinson

J. D. Sisler
Charles F. Wahl
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Guarantee Trust
Company

1912

D irectors

Carlton Godfrey
Clement J. Adams
Herman M. Sypherd
Frederick C. Robbins
John W. Hackney
George P. Eldredge
William A. Faunce
William F. Wlahl
Henry W. Leeds
Heulings Lippincott
John J. Gardner
Oliver J. Hlammell
Hubert Somers
James Parker
William M. Pollard
Silas R. Morse
Walter E. Edge
James B. Reilly
Daniel S. White
Albert Beyer
Charles D. White
Lewis T. Bryant
Harry E. Tietjen
C. A. Bartlett

EXHIBITS.

West Jer sey Mortgage

Company
1912

D irectors

Carlton Godfrey
Clement J. Adams
Herman M. Sypherd
Frederick C. Robbins
John W. Hackney
George P. Eldredge
William A. Faunce
1. G. Adams

R. B. Stites

J. B. Rogers
William B. Bell
William S. Casselman
Thomas E. French
H. Starr Giddings
Louis Keuhnie
Lewis Starr

C. R. Stevenson
John H. Tunstall
Arthur Wright

J. W. Morgan

V entnor Syndicate

1912

Directors

Carlton Godfrey
Clement J. Adams
Howard G. Harris
Lewis T. Imley
John A. Ireland
P. G. Hannum
Daniel W. Myers
William F. Wahl
R. B. Stites

J. B. Rogers
Philip I. Marvel
Clarence M. Brown
Charles C. Carmen
Thompson Irvin
Louis Keuhnie

S. B. Richards

A. P. Hunter

A. M. Lanfeld
John McGlinn
John J. McGurk
C. H. Stinsom

J. D. Sisler

M. D. Youngman
Charles F. Wahl
C. A. Daniel

H. A. Davis



Guarantee Trust
Company

1013
Cartton  Godfrey-
(erent J. Adams
Hermen M .Sypherd
Frederick C. Robbins
Joam W. Hackney
George P. Eldredge
William A. Faunce
William F. Wahl
Heulings Lippincott
Jdm J. Gardner
o . J. Hammell
Hubert Sommers
Jares Parker
William M. Pollard
Silas R Morse
Walter E. Edge
Jares B. Reilly
Daniel S. White
Albert Beyer
Charles D. White
Iewis T. Bryant
Harry E. Tietjen
C A Bartlett
H W. Leeds

EXHIBITS.

West Jer sey Mortgage
Company

1013

D irectors
Carlton Godfrey
Clement J. Adams
Herman M. Sypherd
Frederick C. Robbins
John W. Hackney
George P .Eldredge
William A. Faunce
I. G Adams
R. B. Stites
J. B. Rogers
William S. Casselman
William B. Bell
H. Starr Giddings
Louis Kuehnle
Lewis Starr
C. R. Stevenson
John H. Tunstall
Arthur Wright
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VenTnor Syndicate

1013

D irectors
Carlton Godfrey
Clement J. Adams
Howard G. Harris
John A. Ireland
A. M. Lanfield
Daniel W. Myers
M. D. Youngman
William F. Wahl
R. B. Stites
J. B. Rogers
Philip I. Marvel
P. G. Hannum
A. P. Hunter
Louis Kuehnle
John McGlinn
Charles F. Wahl
Thompson Irvin
C. H. Stinson
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Guarantee Trust
Company
1914
D irectors
Carlton Godfrey
Clement J. Adams
Herman M. Sypherd
Frederick C. Robbins
John W. Hackney
George P. Eldredge
William A. Faunce
William F. Wahl
Heulings Lippincott
0. J. Hammell
Hubert Sommers
James Parker
William M. Pollard
Silas R. Morse
Walter E. Edge
Daniel S. White
Albert Beyer
Charles D. White
Lewis T. Bryant
Harry E. Tietjen
C. A .Bartlett

EXHIBITS.

W est
Company

1914

Directors

Carlton Godfrey
Clement J. Adams
Herman M. Sypherd
Frederick C. Robbins
John W. Hackney
George P. Eldredge
William A. Faunce
R. B. Stites

J. B. Rogers
William S. Casselman
William B. Bell

H. Starr Giddings

C. R Stevenson
John H. Tunstall
Arthur Wright

Jer sey Mortgage

Ventn or Syndicate
1914
Directors
Carlton Godfrey
Clement J. Adams
Howard G. Harris
M. D. Youngman
P. G Hannum
Daniel W. Myers
William F. Wahl
R. B. Stites
J. B. Rogers
Philip I. Marvel
John McGlinn
Charles F. Wahl
Louis Kuehnle
Thompson Irvin
A. M. Langfeld



Guarantee Trust
Company

1915

D irectors
Carlton Godfrey
Clement J. Adams
Herman M. Sypherd
John W. Hackney
George P. Eldredge
William A. Faunce
William F. Wahl
Heulings Lippincott
Hubert Sommers
James Parker
William M. Pollard
Silas R Morse
Walter E. Edge
Daniel S. White
Albert Beyer
Lewis T. Bryant
Harry E Tietjen
C A Bartlett
H. H Hallman
J. Vaughn Mathis
Robert B. Scull
C D White

EXHIBITS.

West Jer sey Mortgage
Company

1915

D irectors
Carlton Godfrey
Clement J. Adams
Raymond P. Reed
John W. Hackney
George P. Eldredge
William A. Faunce
William B. Bell
R. B. Stites
William S. Casselman
John H. Tunstall
H. Starr Giddings
J. B. Rogers
Arthur Wright
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Syndicate

1915

Directors
Carlton Godfrey
Clement J. Adams
Howard G. Hiarris
Louis Kuehnle
Philip I. Marvel
M. D. Youngman
P. G. Hannum
R. B. Stites
A. M. Lanfeld
John McGlinn
T. Irvin

Vent nor

'I ]I !'State
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January n, igio.

Directors:

Carlton Godfrey

Heulings Lippincott
George P. Eldredge
Oliver J. Hammell

Nelson Ingram, M. D.

Silas R. Morse
James B. Reilley
Daniel S. White
John W. Hackney

Frederick C. Robbins

H. E. Tietjen
William F. Wahl

Henry W. Leeds
John J. Gardner
William A. Faunce
Hubert Somers
James Parker
William M. Pollard
Walter E. Edge
Clement J. Adams
Albert Beyer
Charles D. White
Lewis T. Bryant

January io, 1911.

Directors:

Carlton Godfrey
Heulings Lippincott
George P. Eldredge
Oliver J. Hammell
William F. Wahl
William M. Pollard
Walter E. Edge
Clement J. Adams
Albert Beyer
Charles D. White
Lewis T. Bryant

Henry W. Leeds
John J. Gardner
William A. Faunce
Hubert Somers
James Parker
Silas R. Morse
James B. Reilley
Daniel S. White
John W. Hackney

Frederick C. Robbins

H. E. Tietjen

Officers :

Carlton Godfrey, President.

Henry W. Leeds, ist Vice-President

D. S. White, 2nd Vice-President

Chas. H. Jeffries, Secretary and Treasurer
Herman M. Sypherd, Trust Officer

January 12, 1911.

Officers :

Carlton Godfrey, President

Henry W. Leeds, 1st Vice-Prest
D° S. White, 2nd Vice-Pres’t
Chas. H. Jeffries, Sec’y & Treas.
Herman M. Sypherd, Trust Officer

January 9, 1912.

Directors:

Carlton Godfrey
Heulings Lippincott
George P. Eldredge
Oliver J. Hammell
William F. Wahl
William M. Pollard
Walter E. Edge
Clement J. Adams
Albert Beyer
Charles D. White
Lewis T. Bryant
Henry W. Leeds

Charles A. Bartlett
John J. Gardner
William A. Faunce
Hubert Somers
fames Parker

Silas R. Morse
James B. Reilley
Daniel S. White
John W. Hackney

Frederick C. Robbins

H. E. Tietjen
Herman M. Sypherd

Officers:

Carlton Godfrey, President

Henry W. Leeds, 1st Vice-Pres't

Daniel S. White, 2nd Vice-Pres’t

H. M. Sypherd, 3rd Vice-Pres’t and Trust
Officer

Chas. H. Jeffries, Sec’y & Treas.
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January 44 1973

actors:

Officers:

Carlton Godfrey
Henry W. Leeds
Heulings Lippincott
John J. Gardner
George P. Eldredge
William A. Faunce
Oliver J. Hammell
Hubert Somers
William F. Wahl
James Parker
William M. Pollard
Chas. A. Bartlett

Dirt

Carlton Godfrey
Heulings Lippincott
William A. Faunce
Oliver J. Hammell
Hubert Somers
William F. Wahl
Jamés Parker
William M. Pollard
Silas R. Morse
Charles A. Bartlett
George P. Eldredge

Silas R. Morse
Walter E. Edge
James B. Reilley
Clement J. Adams
Daniel S. White
Albeit Beyer

John W. Hackney
Charles D. White
Frederick C. Robbins
Lewis T. Bryant

H. E. Tietjen
Herman M. Sypherd

Carlton Godfrey, President

Henry W. Leeds, 1st Vice-Pres’t

Daniel S. White, 2nd Vice-Pres’t

H M. Sypherd, 3rd Vice-Pres’t and Trust
Officer

Chas. H. Jeffries, Sec’y & Treas.

January 43 1914-

ttors:

Walter E. Edge
Clement J. Adams
Daniel S. White
Albert Beyer

John W. Hackney
Charles D. White
Frederick C. Robbins
Lewis T. Bryant

H. E. Tietjen
Herman M. Sypherd

Officers:

Carlton Godfrey, President

Daniel S. White, 1st Vice-Pres’t

Herman M. Sypherd, 2nd Vice-Pres’t and
Trust Officer

Chas. H. Jeffries, Sec’y & Treas.

January 12, 1915.

D'rt 1t0 rs:

Carlton Godfrey
Heulings Lippincott
George P. Eldredge
William A. Faunce
Hubert Somers
William F. Wahl
James Parker
William M. Pollard
Silas R. Morse
Walter E. Edge
Clement J. Adams

Daniel S. White
Albert Beyer

John W. Hackney
Charles D. White
H. E. Tietjen
Lewis T. Bryant
Charles A. Bartlett
Herman M. Sypherd
Harry H. Hallman
J. Vaughn Mathis
Robert B. Scull

Officers:

Carlton Godfrey, President

Daniel S. White, 1st Vice-Pres’t

Herman M. Sypherd, 2nd Vice-Pres’t and
Trust Officer

Chas. H. Jeffries, Sec’y & Treas.
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EXHIBIT C 24.

By-Laws oe the Guarantee Trust Company
Adopted November 8, 1899.

Article 4.

Officers.

* * * * X * *

Sec. 3. irt shall be the duty of the President to pre-
side at all meetings of the Stockholders and of Di-
rectors, and shall ex officio be a member of and chairman
of all Committees of the Stockholders and Directors
and shall at all times exercise a general supervision ad
direction over all the affairs of the Corporation.

Sec. 4. The Vice President shall preside over any
meeting in the absence of the President, and in the ab-
sence of the President shall perform his duties.

Sec. 5. The Secretary shall keep a record in due
form of the proceedings of all meetings of the Stock-
holders and the Directors and all Committees thereof,!
and perform such other duties as may be prescribed by
the Board.

Sec. 6. The Treasurer shall perform such duties as
may from time to time be prescribed by the Board of
Directors.

EXHIBITS C 25 TO C 27.

These are not printed, but appear in the testimony.

EXHIBIT C 28.

Printed with the Bill.
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EXHIBIT C29.

281

By agreement, the following only is printed:

i3 i

sc

Folio.

o4
Mr. 20 West Jersey Mortgage Company,

Jue 3

£8g
3 8

1916

List

$5,000.
25:5°°-
3.000.
1.000.
2.000.
1.000.

Six months’ interest due 2/28/15
Mortgage $2000. Premises Lot 13,
Block 88A Ventnor Syndicate Tract
Joseph Lavina, refund of interest
paid in error 3/20/15 on 1000 bond
West Jersey Mortgage Comyj)any
Six months’ interest due 2/19/15
Mortgage 5000. Ventnor Syndicate
Covering Lot 14, Block 108A.........

BY BalanNCe seeessssccsssssssccssssssssssssssnes
West Jersey .Mortgage Company,
Six months’ interest due 3/1/15
mortgage $5000, Ventnor Syndicate
Premises Lot 14, Block 108B.......

EXHIBIT C 30.

142

162

(Ventnor -Syndicate)

104

1

iji

S

Principal Cr.

60 00

30 00

150 00

390 0O

360 00

150 00

510 00

510 00

oe Bond Holders and Amounts Held :

«

Cumberland National Bank, Bridgeton, N. J.
West Jersey Title & Guarantee Company

George Conover
John W. Hudson
Mary R|. Lippincott
Sara N. Lippincott
36 CON

10

20

30
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1,000. Kjate T. Bower
1,000. George F. Neumayer
5,000. John W. Ingersoll
1,000. Grace K. Weatherby
2,000. Alice B. Longworth
1,000. Margaret Cooke
1,000. Mlartha M. McKee
1,000. William G. Saalman
1,000. Pauline Rupprecht
1,000. Lizzie Quigg
1,000. Joseph Levina
1,500. Benjamin G. Carl
4,000. Stephen Oberst
5,000. Emily Minerd
1,000. Lena FEi. Dieppe
1,000. Henry D. Graut
1,000. Frederick Thoms
2,000. Alice Nuskey
3,000. William T. Weeks
1,000. Victoria Realty & Mortgage Co,
Foovr  Hannah L. Andrews
goo  Gertrude Hollick
500. George L. Gillingham
500. Mpyrtle R. Moyer
2,000. West Jersey Mortgage Co.

$77,000.

30
EXHIBIT C 31.

April 14th, 1915
Guarantee Trust Company,
Atlantic City.
Gentlemen :
I represent Mr. George Cbnover, of Bridgeboro,
Burlington County, New Jersey, wlio holds bonds 6, »
8. 9 and 10 issued by the Ventnor Syndicate on Sep-
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tember 1st, 1911. These bonds are known as six per
cert. Guaranteed Collateral Gold Bonds and aggregate
$5,000.

In the body of the bond, it is recited that there is on
deposit with your Company, as trustee, bonds and first
mortgages of a par value of not less than the par value
of the bonds of the series, of which Mr. Conover’s
bonds form a part. According to the bonds in my pos-
session, the aggregate issue of the series in question is
$200,000. May I ask you to furnish me by return
mail, in the enclosed stamped envelope, the following
information:

1. The book and page of record of the trust agree-
ment or deed, under which you are acting for the issue
of bonds in question.

2. A descriptive list of the bonds and first mort-
gages in your possession at this time as collateral for
the issue aforesaid. In giving* me the information con-
cerning first mortgages I only wish the date, the
amount and the book and page of record.

3 Inasmuch as it is sometimes provided in bond
issues of this character that bonds and first mortgages
may be substituted, I would like to be advised if there
has been any substitution of bonds or first mortgages
since the original deposit and, if so, a list of the bonds
and mortgages taken away and a list of those substi-
tuted in the room of those taken.

4. I should also' like to know the number of bonds
outstanding if you have the information.

5 I should also like to know if you have in your
possession sufficient money to the credit of the Vent-
uor Syndicate for the purpose of paying the principal
sum of the said bonds or the interest thereon, which
came due on the 1st day of March, 1915,

Yours truly,
W m; M. CqEVKNGKR.

kj

20
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Guarantee Trust Company.

Ateantic City, N. J.
April 16, 1915.
William M. Clevenger, Bsq.,
Guarantee Trust Building,
Atlantic City, N. J.
Dear Mr. Ce EVEng Fr :

Replying- to your letter, I beg to furnish you with the
following information relative to the collateral bonds
of the Ventnor Syndicate, dated Sieptember 1st, 1911,
of which your client, Mr. George Conover, holds $5,000:

1:— These bonds are issued under the terms of a
Trust Agreement between the Ventnor Syndicate, West
Jersey Miortgage Company and Guarantee Trust Com-
pany, as trustee, which agreement is on file in our office
but is not recorded.

2:— The following are the mortgages in our cus-
tody, as trustee, on this date:

$5,000 recorded in Rook 120, page 420

1 a

5,000 " 124 “ 5
5,000 i ¢« 103 “ 484
2,000 ¢ ““ 109 “ 262
2,000 i ¢« 104 “ 263
2,000 ¢ ¢ “ 124 “ 264
5,000 " “ 124 “ 266
2,000 ¢ “ 124 “ 267
2,000 “ “ “ 124 “ 268
2,000 “ “ “ 129 “ 270
5,000 " “ “ 124 “ 271
5,000 @ “ “ 130 “ 26
5,000 ! 1 129 ‘¢ 55
5,000 ¢ “ “ 127 “ 482
5,000 ¢ ¢ % 130 “ m
2,000 “ ¢« 199 ¥ 451
2,000 “ ¢« 409 “ 443
2,000 it “ 1 133 “ 267

2,000 «“ 131 “ 417
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2,G® (13 (13 (13 131 [13 418
5-000 [13 [13 (3 130 [13 278
5.000 “ “ 131 ¢ 447

31—There has been no substitution of Mortgages
since the original deposit.

~—The amount of bonds outstanding is $77,000.

c¢:_Funds for the payment of the principal of these
bonds have not been deposited with us by the Ventnor
Syndicate, nor are there sufficient funds in our hands
topay the interest which was due on March 1st, 1915-

Yours very truly,

Herman M. Sypherd,
Trust Officer.

April 17th, 1915.
Guarantee Trust Company,
Atlantic City.
Gentlemen :

I have your letter of the 16th instant, giving me the
information desired relative to the bonds of the Ventnor
Syndicate held by George Conover and am obliged to
you for the same. I would like to inquire if the assign-
ments of mortgages to you as trustee, mentioned in
paragraph 2 of your letter, have been duly recorded in
the Clerk’s office of the County of Atlantic. If not, I
desire to direct your attention to the fact that the interest
due to my client on the bonds has not been paid and that
M. Conover requests of you that the assignments be
placed of record at once.

In behalf of Mr. Conover, the owner and holder of
bonds 6, 7, 8, 9 and 10, mentioned in my letter of the
uth instant, I desire to demand of you the interest on
the said bonds, which came due on the 1st day of March,
w

In like behalf of Mr. Conover, owner of the said
bonds, I desire to demand of you the principal sum
thereof, which came due on the first day of September,
19 H-

10

20

30
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This demand for principal and interest is made for
the purpose of creating the default, which is no doubt
provided for by the agreement filed in your office and
mentioned in your letter of the 16th instant.

Yours truly,
Wm. M. Clevenger.

Guarantee Trust Company

Atlantic City, N. J.
April 2i, 1915.
William M. Clevenger, Bsq.,
# 615 Guarantee Trust Building,
Atlantic City, N. J.
Dear Sir :

'Replying to your letter of the 17th instant, would
state that all the mortgages held by this Company, as
trustee, in connection with the bonds of the Ventnor
Syndicate, are duly assigned and of record in the Atlan-
tic County Clerk’s office.

Yours very truly,
Herman M. Sypiierd,
Trust Officer.

April 21st, 1915.
Guarantee Trust Company,
Atlantic City, N. J.
Gentlemen :

Referring to your letter of the 16th instant, furnish-
ing me with a list of the mortgages in your possession
as collateral security for Ventnor Syndicate Bonds, held
by George Conover, I beg to advise that, in checking
the same, I failed to find a $5,000 mortg'age, recorded
in Book 130, page 278, and it has occurred to me that
perhaps you gave me the wrong* book and page num-
ber. This item is the second line from the bottom of
paragraph two of your letter on page two. If investi-

11
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gation proves I am right, will you kindly advise me of
the correct book and page number of this particular
mortgage.
Yours truly,
Wm. M. Ceevenger.

August 3o0th, 1915.
Guarantee Trust Company,
Atlantic City.
Gentlemen : 10

My client, George Conover, of Bridgeboro, New Jer-
sey, is still the owner of bonds 6, 7, and 8 of the Vent-
nor Syndicate, about which I corresponded with you in
April last. On April 21st, 1915, I inquired as to the
book and page of record of the $5000 mortgage which
I was unable to locate, but have never had a' reply to
that letter. Will you kindly let me hear from you con-
cerning this and at the same time answer the following
questions:

1. Have the interest charges been paid on all of the 20
mortgages held by you and mentioned in your letter of
April 16th, 1915, and, if not, upon which mortgages
are interest installments due and how much ?

2 Have the taxes all been paid against the lots upon
which these mortgages are held, and, if not, for which
years, upon which lots and for what amounts are pay-
ments due?

3 If there are unpaid taxes and interest charges, have
foreclosure proceedings been instituted upon any of the
mortgages, and, if so, upon which mortgages? 30

4. If there are unpaid taxes and interest charges and
no foreclosure proceedings have been instituted, when
will action be taken ?

If you have a printed copy of the trust agreement be-
tween the Ventnor Syndicate, the West Jersey Mort-
gage Company and your Company, will you send me
one and at the same time take notice that Mr. Conover
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desires an immediate foreclosure of the mortgages upon
which there is a default in interest or taxes.
Yours truly,
Wwm. M. CLEVENGER.

GUARANTEE TrustT COMPANY

ArrLantic City, N, J.
September 11, 1915,
William M. Clevenger, Esq.,
015 Guarantee Trust Building,
Atlantic City, N. J.
DEAR SIR:

Referring to your communication, relative to bonds
of the Ventnor Syndicate, owned by George Conover,
of Bridgeboro, New Jersey, would state that the book
and page of record of the mortgage referred to in your
letter of April 21st, is book # 127 page #F4382.

[nterest is due on the various mortgages held by us,
as trustee, as follows:

Mortgage $5,000, lot 9, block 9, interest due from g/1/14,
s BRI o by O 103-A, no interest in arrears,
5,000, “. 7, “ 100-A, interest due from 9/1/14,

2/ 1

2,000, “ 14, “ 108-B, interest due from 3

/15,
2,000, “ 13, “ 108-B, interest due from 9/1/14.
3 mortgages, $2,000 each, lots 11, 15 and 3, block 108-B, due

0/1/14,
Mortgage, 5,000, lot 7, block 108-B, interest due from 3

25 T o P 3§ o 108-B,

000, Tod et T RO ¥

4 mortgages, $5‘()f}{1 each, lot &, block 12, lot 16, block 12, lot 10,

block 11 and lot 7, block 86-A, interest due from 9/1/14

28/15,

Mortgage $2,000, lot 13, block 88-A, interest due from -

2,000, 2 “ 88:B,
PO 5
2000 R L O
2000, 2 ‘¢ 8B-A,
5,000, “ BR-A,

5,000, “ I. 71-A,
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The taxes on nearly all these lots are not paid for the
years 1913 and 1914, but we have not yet received a
full report as to the amounts due upon the various lots.
We have been holding up a reply to your letter await-
ing this information, and as soon as we do receive it,
wewill furnish you with the same.

We will take up the matter at once of the institution
of foreclosure proceedings upon the various mortgages
which are in default, and advise you of the action taken
within a few days.

Yours very truly,
Herman M. Sypherd,
Second Vice President.

October 13th, 1915.
Guarantee Trust Company,
Atlantic City.
Gentlemen :

I have before me your letter of September nth,
io15, and notice that .in many instances the interest on
the mortgages held by you, as trustee, is overdue for
ayear and the taxes unpaid for at least two years. In
behalf of George Conover, the owner of bonds 6 and
7issued by the Ventnor Syndicate upon the mortgages
hdd by you as such trustee, I would like to inquire
why, as trustee, you permitted the mortgages held by
you to remain in your possession without foreclosure
ar notice to the bondholders of such default.

I enclose stamped envelope for a reply.

Yours- truly,
Wm. M. Clevenger.

37 CoN

10

20
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Guarantee Trust Company

Atlantic City, N. J.
October 2i1st, 1915.
William M. Clevenger, Esquire,
615 Guarantee Trust Building,
Atlantic City, N. J.

Dear Sir :

1Q  Replying to your letter of the 13th instant would
state that it is, we believe, the invariable practice of
Trust Companies when acting as trustee under a trust
mortgage to proceed only on instructions of the bond
holders as provided in the trust agreement under which
the bonds are issued, and this company has always so
acted. No instructions were ever received by us from
the requisite number of bond holders in the matter of
the issue of the bonds of the Ventnor Syndicate issued
under a trust agreement dated September 1st, 1911,
although default was made by the obligor company in
the payment of interest on the bonds due on March 1st,
1915, and again on September 1st, 1915.

Our position in regard to this matter was gone over
quite fully by the writer in an interview with you on
the 15th instant, and we believe that we have acted in
this matter strictly in accordance with the terms of the
trust agreement.

Yours very truly,
Herman M. Sypherd,
90A HS/FEL ‘ Trust Officer.
October 22nd, 1915*
Guarantee Trust Co.,
Atlantic City, N. J.
Gentlemen :

On October 15th, 1915, I wrote you'in behalf of
George Conover, holder of Ventnor Syndicate bonds
Nos. 6 and 7, inquiring “why, as trustee, you permitted
the mortgages held by you to remain in your possession
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without foreclosure or notice to the bondholders of
such default/” The letter was promepted because in-
terest for a year and taxes for several years were
overdue. Your Mr. Herman M. Sypherd called on
me during the afternoon of October 15th, 1915, and
stated verbally that the only reasons for your neglect
were that you had used your best judgment as you
would have to become the purchaser at any foreclosure
sale and that there was no sale for real estate to advan-
tage during the past year; that you were not obliged
to foreclose unless indemnified; that such burden was
on the West Jersey Mortgage Company under its
policies held by you; that you were not obliged to
notify bondholders of default in interest and tax pay-
ments; that the non receipt of interest was sufficient
notice to such bondholders and you would confirm the
conversation by letter. To-day I am in receipt of your
letter of October 21st, 1915, and, as the reasons therein
given vary from the reasons verbally given me by
Mr. Sypherd, I am prompted to inquire:

1 Are the reasons given by Mr. Sypherd your
reasons or do you stand solely on your letter of October
21st, 19157

2. Pursuant to paragraph 5 of the agreement of
September 1st, 1911, did you notify Ventnor Syndicate
to substitute other collateral because of the default in
taxes, and, if so, on what date and with what results?

3 Why did you not foreclose as provided by section
5 of said agreement?

4 What did you do looking toward preserving
what purports to be seventy seven thousand dollars of
value in your hands for the benefit of the bondholders
under the said agreement?

5. Why did you permit the withdrawal of a $2000
mortgage on October 16th, 1914, at a time when there
was default in both taxes and interest charges?

In addition to the foregoing, I wish you would state
hy what authoritv vou certified bonds 6 and 7 held by

10

20
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my client in face of your full knowledge that the
schedule attached to the agreement of September ist
1911, discloses only $10,000 of bonds and mortgages
assigned in accordance with the terms of the agree-
ment?
Yours truly,
Wm. M. Clevenger.

October 28th, 1915.
Guarantee Trust Co.,
Atlantic City.
Gentlemen :

Upon referring to my letter to you of October 22nd,
1915, I notice that I failed to enclose a stamped en
velope for reply. I am now enclosing such a stamped
envelope and would ask that you let me have your reply
by return mail.

Yours truly,
Wm. m. Clevenger.

Guarantee Trust Company

Atlantic City, N. J,,
. October 29th, 1915.
William M. Clevenger, Bsq.,
615 Guarantee Trust Bldg.,
Atlantic City, N. J.
Dear Sir :

Replying to your letter of the 22nd instant would
state that our position in this matter has been thor-
oughly explained to you both in person and by letter
and we have nothing further to add to the same.

Yours very truly,
Herman M. Sypherd,
Trust Officer.
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Oct. 30th, 1915.
16 the Board of Directors
of the Guarantee Trust Company.
Gntlemen :

The enclosed correspondence speaks for itself.

It is hardly necessary for me to state that there are
three questions yet unanswered by your Company:

1 Why did your Company neglect to foreclose under
paragraph 5 of the agreement of September 1st, 1911?

2 Why did your Company permit $2000 of assets to 10
pass from your possession when taxes and interest were
in default ?

3 Why did you certify you had $77,000 of assigned
mortgages when you in fact only held $10,000?

This matter is directed to the attention of each mem-
ber of the Board of your Company in order to be sure
the refusal of information to one, for whom you are
acting as trustee, is the act of the Board and not of the
individual officers.

I propose instituting a suit against you for George 20
Conover, who holds $2000 of the issue of bonds men-
tioned in the correspondenue, unless you advise with
the relieving facts necessarily in your possession, if
they exist.

I trust you will reconsider your Trust Officer’s letter
of the 29th instant.

Yours truly,
Wm. M. Clevenger.

Guarantee Trust Company 30

Atlantic City, N. J,,
November 6th, 1915.
Willian M. Clevenger, Bsq.,
#613 Guarantee Trust Building,
Atlantic City, N. J.
Bear Sir :
Your communication, addressed to the Board of Di-
rectors of this Company and sent to each member of the
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Board, was given due consideration at a meeting of the
Board last Thursday, and I was authorized to send you
the following answers to your questions:

Your question # 1:— Why did your Company ne
glect to foreclose under Paragraph 5 of the agreement
of September 1, 1911?

Our reply theretoUnder the terms of Article 5df
the trust agreement the trustee is authorized, if it deens
it necessary for the security of the bondholders that
any of the mortgages should be collected, to proceed to
do so by foreclosure or otherwise. This Company did
not deem it necessary for the security of the bondholders
that this action should have been taken and believed
that it would not have been to the advantage of the
bondholders if such foreclosure had taken place. For
this reason no action was taken under the authority
vested in the trustee by this article.

The fact that ninety-seven per cent, of the bond-
holders apparently agreed that our position was oo~
rect; as shown by the fact that they did not even re-
quest the trustee to take any action looking to the fore-
closure of these mortgages, is a further confirmation
of the wisdom of the position taken by this Company.
The trust agreement provides that twenty-five per cat,
of the bondholders, in case of default, might have re-
quested such foreclosure, but to this date no such action
has been taken by the bondholders.

Your question *2 ;— Why did your Company peimii
$2,000 of assets to pass from your possession when
taxes and interest were in default?

Our reply thereto:— This Company did not permit
$2,000 of the assets in this trust to pass from its pos-
session. The facts are that the Ventnor Syndicate paid
to this Company, as trustee, $2,000 and withdrew a
mortgage of like amount, then presented for retirement
$2,000 of its bonds and received cash in lieu of the
same, thus reducing the amount of mortgages in the
trust fund by $2,000 and lowering the bonds outstand-
ing by a like amount, all of which was done, in strict
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accordance with the trust agreement. The withdrawal
dfthis $2,000 did not affect the remaining bondholders.

Your question # 3:— Why did you certify you had
$77000 of assigned mortgages when you in fact only
Md $10,000?

Our reply thereto :— If this question is intended as a
statement of fact it is absolutely untrue.

At no time has any bond been certified by this Com-
pany, as trustee, unless prior to such certification an
equal amount of mortgages has first been deposited with
it The books of this Company show that at all times
there has been an amount of mortgages deposited in
the trust fund equal to the bonds certified. There are
now $77,000 of mortgages in the fund, a full list of
which you have had in your possession since April 16th,
w

I am directed to say to you that the Board of Di-
rectors has the fullest confidence in its officers as to the
course pursued relative to these mortgages and feel that
whatever has been done has been in accordance with the
terms of the trust agreement and, in the judgment of
this Company, for the best interest of the bondholders.

Yours very truly,
Herman M. Sypherd,
Trust Officer.

Nov. 9th, 1915.
Guarantee Trust Co.,
Atlantic City.
Gentlemen :

Your letter of the 6th instant, with answers to the
questions heretofore refused to me as the representa-
tive of George Conover for whom you are trustee under
the agreement of September 1st, 1911, duly received.

I regret your answers are such as to compel Mr. Con-
over to litigate with your Company to protect what he
deens has been a violation of your duty as his trustee.

Yours truly,
Wm. M. Clevenger.

10

20

80
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Nov. 22nd, 1915.
Guaranteg Trust Co.,
Atlantic City.
Genteemen :

Referring further to your letter of November 6th,
1915 concerning the bonds issued under the agreement
of September 1st, 1911, I beg to state that I have
examined the books of the Ventnor Syndicate and
cannot verify the statement made by you in reply to
my question No. 2. May I ask you to advance me by
return mail in the enclosed stamped envelope on what
date the Ventnor Syndicate paid you $2000, as trustee,
and on what date you paid the $2000 of bonds, which
it presented for retirerpent. -

I should add that on the original agreement the
mortgage is noted as having been withdrawn on Octo-
ber 16th, 1914.

Yours truly,
Wm. M. Ceevenger,

Guarantee Trust Company

Atgantic City, N. J.
November 24, 1915.
William M. Clevenger, Bsq.,
Guarantee Trust Building,
Atlantic City, N. J.
Dear Sir :

Replying to your letter of November 22nd in rela-
tion to our reply to question #2, submitted by you
under date of October 30th, I beg to advise you that I
was in error in a portion of that statement. It was made
from memory and I felt absolutely sure that the facts
therein stated were correct in every detail.

I find, however, that the transaction took place in a
little different manner from that stated in our answer.
The facts as shown by our books, are as follows:
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Section # 11 of the Trust Agreement provides among
other things the following: “If at any time the Com-
pay shall pay or retire any of the bonds secured by
this instrument and shall surrender the same to the
Trustee for cancellation, the Company shall be entitled
towithdraw from the trust fund any bonds and mort-
gages of a value equal to the Company’s bonds so
surrendered by it.”

Under this power on October 6th, 1914, the follow-
ing letter was handed to us,

“To the Guarantee Trust Company, Trustee:
In accordance with the terms of a Trust
Agreement under which an issue of bonds of
this Company, dated September 1st, 1911, were
issued, we hand you herewith bonds of this
Company, dated September 1st, 1911, and due
September 1st, 1914, amounting to $2,000 and
will ask you to deliver to us by assignment to
Christiana Krumm, a mortgage of $2,000, held
by you as a part of said trust fund dated March
1st, 1912, covering lot #2 in block #82-B and
recorded in Book #129 of Mortgages, page 16.

(Signed) Ventnor Syndicate,
By Careton GodErEy,
Treasurer.”

Pursuant to this direction we accordingly delivered
the above mortgage and cancelled the bonds, thus
accomplishing the same result as set forth in our
answer; namely, reducing the amount of mortgages in
the trust fund by $2,000 and lowering the bonds out-
standing by a like amount.

I regret very much that the answer given to you was
not in exact conformity with the facts, but this letter
will explain the situation exactly as it exists.

Yours very truly,
Herman M. SyphErd,
Trust Olfficer.

38 CON
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Nov. 22nd, 1915.
Guarantee Trust Co.,
Atlantic City.
Gentlemen :

I am about to institute the suit for George Conover
mentioned in my letter of November gth, 1915 and it is
necessary for me to have the names and addresses of
the registered holders of the bonds secured by the agree-
ment of September 1st, 1911. Will you kindly furnish
me with this information in the enclosed stamped en-
velope by return mail. .

Yours truly,
Wm. M. Clevenger.

Guarantee Trust Company.

Atlantic City, N. J.
November 24, 1915.
William M- Clevenger, Esq.,
Guarantee Trust Building,
Atlantic City, N. J.
Dear Sir :

Replying to your letter of the 22d instant, asking us
for a list of the names and addresses of the registered
holders of bonds of the Ventnor Syndicate, secured by
the agreement of September 1st, 1911, would state
that we are uncertain as to whether it would be proper
for us to make public this list of bondholders by giving
their names to you.

For this reason we feel that the matter should first
be referred to our Board for its action.

The next meeting of the Board takes place on Friday
morning and immediately thereafter I shall advise you
of our position in this matter.

Yours very truly,
Herman M. Sypherd,

Trust QfUcer.
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Guarantee Trust Company.

Atuantic City, N. J.
Diecember 2, 1915.
William M. Clevmger, Esq.,
#615 Guarantee Trust Building,
Atlantic City, N. J.
Dear Sir :

Replying- to your request for a list of the names of
the registered bondholders under the trust agreement *
between this Company and the Vientnor Syndicate,
dated September first, 191-1, would state that, as pre-
viously stated to you, it is contrary to our practice to
furnish the names of the registered holders of the bonds
of any company for which the Guarantee Trust Com-
pany acts as trustee.

In this particular case we are acting as trustee for
the Ventnor Syndicate, which corporation is now rep-
resented by Judge Shinn, as Receiver. We have fur-
nished him with a list of these bondholders and we feel
that you should apply to him for the information.

Yours very truly,
Herman M. Syph Erd,
Trust Officer.

Dec. 3rd, 1915.
Guarantee Trust Co.,
Atlantic City.
Gentlemen :

I have been obliged to file a bill for George Conover
ws. you and others and am enclosing you herewith car-
bon copy of the same for your files. The subpoena will
reach you in due course.

Yours truly,
Wm. M. CeEvEngenp.
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EXHIBIT C

Received
May 16 1917
By W. M. C.
List oF Mor1GAGES HELD AS COLLATERAL
[N CONNECTION WITH BONDS OF THE VENTNOR SYNDI-
CATE, DATED SEPTEMBER I, 1917 :
i Covering Property:
Amount: Lot No. Block No. Interest Due From:
$5,000 l 71—A Nov. 12,
5,000 88—A Aug.
2,000 . 88-A Aug.
2,000 : 88—-A Aug.
2,000 S8-A Aug.
2,000 388-B Aug.
2,000 38—A Aug.
5,000 86—A Sept.
5,000 ] Sept.
5,000 12 Sept.
5,000 ol [2 Sept.
2,000 4 — Sept.
5,000 Sept.
2,000 : Sept.
2,000 : Sept.
2,000 Sept.
2,000 - Sept.
2,000 - Sept.
5,000 —F March

5,000 Sept. ¥

5,000 : A Feb. 10,

5,000 : : Sept. 1,
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Atlantic City, N. J., December 6, 1916.

To the Holders of the First Mortgage Collateral Trust
Bonds of the Ventnor Syndicate, dated September
1, 1911:

Interest, as you are aware, is now in default on your
Bonds since September 1, 1914 ...., but no request
has been received from the required number of bond-
holders (twenty five per cent.) which would enable
this Company to proceed with the foreclosure of the
various Mortgages held in trust as security for these
bonds.

This Company deems it wise at this time that the
bond-holders give consideration to the matter of the
foreclosure of these Mortgages, and to that end we are
cling- a meeting- of the bond-holders, at the office of
this Company, on Wednesday, December 13, 1916, at
11:00 A. M. to consider what action, if any, should
be taken.

These bonds are all registered, and, for your infor-
mation, we give you the list of the bond-holders, as
they now appear upon the books of this Company, as
Registrar.

Guarantee,Trust Company, Trustee,

By .t
Trust Officer.

List oe Bond Holders:

Cumberland National Bank, of Bridgeton, N. J.
West Jersey Title & Guaranty Company, Camden, N. J.
George Conover, Bridgeboro, Burlington County, N. J.
Johm W. Hudson, P. O. Box 252, Camden, N. J.
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Mary R. Lippincott,
care Joseph Kaighn,.3rd & Market Sts., Camden, N. J
Sara N. Lippincott,
[13 (3 .' 13 [13 [13 « { (( I

Kate T. Bower,

13 u u 13 (13 [3 t (( « K

George F. Neumayer,
e “ cu« U « « «
John W. Ingersoll, Margate City, N. J.
Grace K. Weatherby, Hackensack, N. J.
Alice B. Longworth, 920 N. 63rd St., Philadelphia, Pa
Margaret Cocke, 1101 Pacific Ave., Atlantic City, N. J
Martha M. McKee, 53 LaClede Place, Atlantic City
N. J.
William G. Saalmann, Kgg Harbor City, N. J.
Pauline Rupprecht, 3032 Fontain St., Philadelphia, Pa.
Lizzie Ouiefg, “ “ “ “
Joseph Levina, N. Carolina & Atlantic Aves., Atlan-
tic City, N. J.
Benjamin G. Carl, care Jos. Kaighn, 3rd & Market Sts.,
Camden, N. J.
Stephen Oberst, Egg Hjarbor City, N. J.
Emily Minerd, 4935 Biroadway, New York City, N. Y.
Lena E. Deppe, Pomerania, N. J.
Henry D. Graut, care C. J. Adams Co., Atlantic City,
N. J.
Frederick Thoms, Egg Harbor City, N. J.
Alice Nuskey, 1201 Filmore St., Frankford, Phila., Pa
William T. Weeks, Weekstown, N. J.

«

3 ) Victoria Realty & Mortgage Co.,

3rd & Market Sts., Camden, N. J.
Hannah L. Andrews,
care Jos. Kaighn, 3rd & Market Sts.,

Gertrude Hollick, The Parkside, Camden, N. J.
George L. Gillingham, care Jos. Kljaighn, 3rd & Market

Sts., Camden, N. J.
Myrtle R. Moyer, 1419 Thompson St., Harrisburgh, Pa.
John G. Horner, Rec’r of West Jersey Mortgage Co.,

311 Market St., Camden, N. J.
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EXHIBITS C 34 AND C 35

Printed with the Bill.

EXHIBIT C 36.
Prepared from Books of Company

by Frederick L. Mead,
Certified Public Accountant.

West Jersey Mortgage Company.
assets and liabilities.
September 30, 1913.
SCHEDULES ATTACHED.
Prepared from Books of Company

by Frederick L. Mead,
Certified Public Accountant.

West Jersey Mortgage Company.

Statement oe Assets and Liabil ities.

September 30, 1915.
Assets:

Bonds: Margate Co 1 f $140,750.00
<40 Ventnor Syndicate [Schedule A .. A 2,000.00
d Youngs' Pier & Hbtel Co. J I &4,000.00

Gdllections Account Schedule’B.................... 115,439.65

Mortgages Receivable Schedule C................. 136,275.00

Notes Receivable Schedule D.................. 21,515.58

Accrued Interest Receivable  Schedule B.................. 60,208.86
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304 EXHIBITS.

Real Estate Parcel #
5 ,Schedule F

“ #7

#0
Accrued Rents Receivable..
Mutual B. & L. Ass'n........
Office Furniture & Fixtures
Cash to Receiver...............

Liabilities.

10 Accounts Payable ScheduleG
Accrued Interest Payable Schedule H
Mortgages Payable Schedulel
Capital Stock .....ccecoeveveirnieniieieeeenen.
Profit & Foss............ K ettt

West Jersey Mortgage Company.

Schedule A.

20
Bonds.

Sept. 30, 1915.

Margate CO.....ccceeennnn.. Meeeeeerreeeens y e eeerrneaaaaaees
Temporary. Six per cent.
Dated December 18, 1912.
Registered. Guarantee Trust Co., Trustee
Interest due from December 18, 1913
Originally $150,000.00

One Bond
Ventnor Syndicate ........cccccceeeeecernerneeneeneeseeereeenne

Dated September 1, 1911. Six per cent
Registered. Guarantee Trust Co., Trustee.
Interest due from September 1, 1914.
Guaranteed by West Jersey Mortgage Company.
Taken over by Wfest Jersey Mtg. Co., 1915.

Two Bonds.
Young’s Pier & Hotel Co..'

Serial. Dated January 15, 1912.
Six per cent. Registered

366473
1,0000D
uxep

33927
15 Y

3100
78m
3B

BB

L7130l
26700
1020000
5233100
AL

B33

$A®

84,000.00



EXHIBITS.

Taken over for unpaid interest from

Sterling Realty Corporation $62,000.00
Taken over for unpaid interest from

Young's Pier & Hotel Co

purchased from Godfrey & Godfrey.. 4,000.00

Totaliee 226,750.00

ScHEDULE B.
“COLLECTION ACCOUNT.”
Showing amounts paid to Mortgagees
but not collected from Mortgagors.

Collections account September 30, 1915. W]J. Mag. Co.

Amt. (Pd.
Guar. No.  Due From Amount. in Adv.)
' Qterling Realty Co. 1,200.
i i s 17,820.
10,860.
Margate Company ,104.
Inlet Improvement Co. 275.
Victor J. Fisher 220.
Margate Co. 60.
Paid by Jos. H. Scott
Ann Jane Gregson ....
J. W. Risley
Ansley B. Bowen

Ventnor Syndicate

R. I,. Babcock et al
Walter K. Cavileer

(V)
L)
L

o Ln tn b

Ventnor Syndicate

Mok
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[ VIR
&

b
]
o

[¥]

W. J. Securities Co.

b
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A-266
A-267
A-272
A-273
A-275
A-277
A-286
A-287
A-288
A-289
A-290

'
PN
A-203
A-294
A-205
A-206
A-297
A-208
A-299
A-302
A-303
A-305
A-306
A-307
A-308
A-310
A-316
A-317
A-318
A-319
A-320
A-324
A-327
A-328
A-329
A-332
A-342

A-343
A-346
A-350
A-351
A-352

EXHIBITS.

Ventnor Syndicate

Est. of H. J. Mulock ...............
Roebling Realty Company ....
Ventnor Syndicate ..................
Paid by Culver & MacKechnie
Margate Company .........cccceeee..

Ventnor Syndicate
« «

H. Starr Giddings .
Ventnor Syndicate

Margate Company

Forward:

Forwarded:

Dr. Emery Marvel
< (i <(

Margate Company .

270.00
270.00

60.00
Nno.oo

295,00

60.00
60.00
225.00
60.00
60.00

00.00
55-00

300.00

60.00
90.00
90.00
00.00
90.00
270.00
270.00
135-00
270.00
270.00
270.00
270.00
90.00
60.00
90.00
60.00
90.00
295.00
295,00
240.00
00.00
36.67

135-00
135-00
60.00
60.00

90.00

45-00



EXHIBITS.

Ventnor Syndicate

Margate Company

Ventnor Syndicate

Margate Company

Ventnor Syndicate

Margate Company,
it <

Ventnor Syndicate

Margate Company
if ,~<

H a

Ventnor Syndicate

Margate Company
Ventnor Syndicate

it it

a a

a a

it it

u al

ti it

Sallie L. Ballinger
Margate Company

(i a
Ventnor Syndicate
t{ it

u a

Margate Company

«
«

«

270.00
225.00
60.00
270.00
60.00
225.00
60.00
60.00
270.00
295.00
30.00
30.00
30.00

5275
225.00

225.00
225.00
225.00
225.00
225.00
225.00
225.00
225.00
45-
60.00
75.00

75.00
60.00

225.00
225.00
225.00
225.00
60.00
90.00
60.00
60.00
90.00
90.00
60.00
90.00
60.00
60.00
60.00
60.00
60.00
60.00
60.00
112.50
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A-405
A-406
A-407
A-408
A-409
A-410
A-411
A-412
A-413

A-414
A-415
A-416
A-417
A-418
A-419
A-422
A-424
A-425
A-426
A-427
A-428
A-429
A-430
A-431
A-432
A-433
A-436
A-437
A-438
A-439
A-440
A-441
A-443
A-444
A-445
A-447
A-448
A-449
A-450
A-451
A-452
A-453
-454
A-455
A-456

exhibits.

Absecon Inlet Land Co.............

F. E. Baldwin......c. coveuvveeeeennne

Ella E. Cain .V..ovveeeeeeveennneenn.
Forward

Margate Company

« «

Ventnor Syndicate

« «

Daniel L. Collins

Chelsea Brick Company

Ella E. Cain
David Cohen
Est. of John Levy

E G. Harris .....
Mark S. Shimp ...
Est. of John C. Levy

Nashville Company

James Keernes ...

Thos. O. Metz et al
W. J. Securities Co

Daniel L. Collins

Chelsea Brick Co

James Keernes .oceivviniiniennneen.
D. W. Myers et al

Daniel L. Collins

Margate Company

« «
“ «
« «

Daniel L. Collins

W. J. Securities CoO.rerverrrerens

MargateCompany

« «

225,00
225,00
150.00
120.00
120 00
120.00
120.00
150.00
300.00

120.00
300.00
90.00
90.00
225.00
225.00
240.00
300.00
300.00
225.00
180.00
360.00
60.00
60.00
300.00
300.00
300.00
300.00
300.00
300.00
240.00
240.00
240.00
300.00
240.00
300.00
240.00
90.00
90.00
90.00
90.00
240.00
240.00
120.00
300.00
60.00



X HIBITS.

H NS
B oG Hasre 300.00
Daniel 1. Collins 240.00
Roebling Realty Company ... 30.00
¢ % il 30.00
¥ py e 30.00
Margate Company 60.00
= L 60.00
Daniel L. Collins 000.00
Margate Company 60.00
3 ¥ 60.00
3 60.00
i 225.00
= o 300.00
Victor S. Fisher 75 .00
Margate ‘Company 300.00
060.00
00 .00
60.00
60.00
225,00
60.00
225.00
60.00
60.00
60.00
60.00
Roebling Realty Company .... 600.00

Forward :

Forwarded

Margate A OMPATEY & - <25 vio s 'euris 60. 00

60.00

60.00

60 .00

e . 60.00

L) W Migeras et aliisd 0n 7 < s 240.00
Margate Companyy . 55 v o v s 60.00
Chelsea Brick Company ..... 240.00
Margate ‘Company w270 o vvie ' 300.00
i 50.00
45.00

45.00

60.00

60.00

120.00




EXHIBITS.

Mrs. Sophie Taplinger
Margate Company
Chelsea Brick Company

i [

Paid by Wm. F. Shaw
Chelsea Brick Company
A. F. Hancock
William B, Bell

A-55¢ Ventor Syndicate
A-561 Margate Company
A-566 % ;
A-567 M

A-560 Roebling Realty Company
A-570 % A e 8
A-575 Margate Company

A-576 xS 4

A-578 Roebling Realty Company
A-583 Margate Company

A-584 Roebling Realty Company
A—383 “ “ ‘
A-588

A-s500

A-502 Margate Company

A-503
A-506 Roebling Realty Company

A-508 Ventnor Syndicate

A-500 Mark S. Shimp

A-600 i i %

A—-6or1 Dr. Emery Marvel

A-602 Margate Company

A-604 Daniel L. Collins

A-611 Ventnor Syndicate

A-612 4 >

A-615 Edgar 8. ‘Hill

A-617 4 ¢ Bl T

A-6109 James H. Johnson

A-620 Paid by John W. Risley . 75.00
A-621 Margate Company 300

A-623 Paid by Thomas Kilcourse ... 330.00
A-625 Mark S. Shimp

Forward




EXHIBITS.

Forwarded: ..................
Ventnor Syndicate .................
Edgar S. Hill .....cccovvevrennnns
Margate Company .................
S. Hill ................. .

Ed%ar

it

Margate Company .................

Roebling Realty Company----

George D. Conover ..............
Edgar S. Hill .............. .

George D. Conover ...............
Martin Herr .....cccceeveeeveennnen.
Margate Company .................
Ventnor Syndicate .................
George D. Conover.................
Ventnor Syndicate .................
Margate Company .................

it it

ti

Margate Company .................
Ventnor Syndicate .................

Edgar S. Hill

Ventnor Syr_l_dicate .................

Edgar S. Hill ........cceeueneeee.
Ventnor Syndicate .................

350.33

60.00
84.00
60.00
60.00
240.00
450.00
60.00
300.00

60.00
360.00
600.00

60.00
600.00
264.00
264.00
300.00
300.00
450.00
450.00
600.00
375-00
375-00
225.00
300.00

75.00
360.00
360.00
300.00
150.00
300.00
300.00
300.00
300.00
300.00
300.00
300.00
300.00
300.00
300.00
300.00
362.50
362.50
725-00
725.00
300.00

60.00
60.00

311
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A-682
A-683
A-684
A-685
A-686
A-688
A-689
A-690
A-601
A-692
A-693
A-695
A-690

A-701
A—02
A-703
A-704
A-705
A-706
A-709
A-710
A-711
A-712
A-713
A-714
A-715
A-720
A-721
A-722
A-724
A-738
A-740
A-741
A-742
A-743
A-744
A-745
A-746
A-747
A-748
A-749
A-750
A-751
A-752
A-753

EXHIBITS.
Ventnor Syndicate .................. 450 00
“ “«oox 360.00
“ e, — 360.00
“ “ 360.00
« « 360.00
Edgar S. Hill .....cccoevvvennnen. 60.00
Ventnor Syndicate .................. 900.00
“ “ 450.00
¢ “ 450.00
George D. Conover ................ 60.00
Ventnor Syndicate .................. 360.00
Ventnor Syndicate .................. 360.00
Ventnor Syndicate ................. 300.00
Forward: ....ccooevvvvveeennee $
Forwarded: .................. $

Ventnor Syndicate ................... 360.00
“ e 375-00
“ “ eeeeeagas 375-00
“ I . 375-00
« e 375-00
“  — 300.00
“ . . 300.00
“  — 300.00
« e e 300.00
“ R 300.00
“ “ - 300.00
“  ————— 375-00
“  —— 300.00
«  — ,300.00
“ . 240.00
“ e 300.00
1 et e 300.00

Paid by I. Greenberg...............
Ventnor Syndicate .................... 300.00
“  —— 300.00
“ . 300.00
“ e 300.00
“  —— . 300.00
« . 360.00
“ I . 300.00
“  ——— 300.00
Frederick C. Lingg ................ 150.00
Ventnor Syndicate .................. 120.00
“ e . 300.00
“ e . 300.00
“ C —— S 300.00
“ SR 300.00

37-50



EXHIBITS. 3X3

A7 Essie S. Karrer ... 750.00
ws; [Edgar S. Hill ... 300.00
A750 Ventnor Syndicate 240.00
A0 240.00
AL 240.00
A 240.00
240.00

ﬁ 591.67
At - 300.00
A8 Edgar S. Hill ... 60.00
m it it U 60.00
A7l Ver{t}nor Syndicate 249.67
o772 § 202.33
AT Arthur Butler....... 180.00
A4 Irene C. Imlay---—- 180.00
A5 Ventnor Syndicate 240.00
AT 180.00
A-777 li?)gg
A794 300
A8  Mark S. Shimp ......... 120.00
A8n  Ventnor Syndicate ... 506.67
A806 Sarah T. Crowley ... 30.00
A807  Ventnor Syndicate ... 900.00
A-808 it ti 1350.00
A8y Sarah T. Crowley---—- 30.00
A-810 Hamilton Corporation 150.00
A8:  Edgar S. Hill ............. 60.00
A812  Hamilton Corporation 300.00
A-814 Ventnor Syndicate ... 246.33
A816  Arthur Butler ... 180.00
A821  Edgar S. Hill ......... 60.00

Forward: ...

Forwarded: ......c.......... $114i335-15 $725.50
A822  Ventnor Syndicate 191.67
A-826 218.33
A827 William B. Riley . 180.00
Ai829  Ventnor Syndicate 820.00
A842  Edgar S. Hill 60.00

Totals: .coeeveeeet e $115,805.15 $725-5«

Add following payments (not shown on
guaranty registers) made by West Jer-
sey Mortgage Company on account of
guaranty of Ventnor Syndicate Bonds.
(Interest due March 1, 1915.)

40 CON
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1915.

327
422

5/1
7/30

EXHIBITS.

Paid interest on Bond #59 30.00
“ s #0 30.00
# )
#3 )
#9 )
#10) 120.00
“ “ “ “ #54 30.00
« “ “ “ s #65)
#66)
#67)
#68)
#09 150.00
Total: 116,165.15

Deduct amounts collected by company
as detailed above but not remitted to

mortgagees prior to Receivership. 725.50
Balance due company $115,439.65 0 . K with
Ledger.
West Jersey Mortgage Company.
Schedule C.
M tg.N o. M ortgages Receivable. Sept.do,1915.
92 C. J. Adams, Mortgagee ........cceceeevuereveersnenns 12700 0100)
Interest due from 6/30/14
(First Mtge.) Purchased.
97 Record Development Co. Mortgagee .............. 725-®
Interest due from 8/23/10 on various amounts
(Subject to prior Mtges.) Purchased.
172 Ventnor Syndicate, Mortgagee ..........ccceevuenne 7S000®
Interest due from 8/1/12
(Second Mtge.) Purchased. 500000
185  Irene C. Imlay, Mortgagee .......cccccoocervereuenne 500000
Interest due from 8/21/13
(First Mtge.) Purchased.
186  Louis Lott, Mortgagee ............ Jevererrrrrreeeennnnns 500000

Interest due from 8/21/14
(First Mtge.) Purchased.



I g

exhibits.

Ventnor Syndicate, Mortgagee
Interest due from 2/21/i2

(First Mtge.) Purchased.

Ventnor Syndicate, Mortgagee
Interest due from 3/23/12

(First Mtge.) Purchased.

Venlnor Syndicate, Mortgagee .......

Interest due from 3/23/12
(First Mtge.) Purchased.

Wm B Riley, Mortgagee ...............

Interest due from 12/28/13

(First Mtge.) Purchased.

Edgar S. Hill, Mortgagee ...............

Interest due from 6/28/14

(First Mtge.) Purchased.

Ventnor Syndicate, Mortgagee
Interest due from 7/18/12
(First Mtge.) Purchased.

Ventnor Syndicate, Mortgagee
Interest due from 8/21/12

(First Mtge.) Purchased.

Ventnor Syndicate, Mortgagee
Interest due from 7/18/12 .
(First Mtge.) Purchased.

Forward:

Forward:

Mtg. No.

220

Ventnor Syndicate, Mortgagee
Interest due from 8/21/12
(First Mtge.) Purchased.

Bertha J. Fry, Mortgagee
Interest from March 17, 1915
(Second Mtge.) Purchased.

Inlet Improvement Co., Mortgagee
Interest due from 6/10/14

315

5.000. 00

5.000. 00

5.000. 00

2.000. 00

2.000.00

5.000. 00

2.000. 00

5.000. 00

....... $119,725.00

$119,725.00

5,000.00

300.00

5,000.00

(First Mitge. taken over under Guar. A-251)



316 EXHIBITS.

232 Dr. Emery Marvel, Mortgagee ........ccccceeuuennue Saonco
Interest due from 12/10/13

(First Mtge. taken over under Guar. A-250)

Equity in Mtge. under Guar. A-858.............. 250 ®
Advanced account of purchase of mitge.

West Jersey Mortgage Company.
Schedule D.

Notes Receivable. Sept. 30, 1915.

Maker: C. J. AdAmS ....ooeviievevvieees vreeeeeeerrreeeeeeennnens | |ap=B
Collateral note dated September 16, 1905
Interest due from October 18, 1914
Original amount $8000.00
Collateral:
Fourteen shares Guarantee Trust Co. stock
Fifty shares St. Leonards Land Co. stock
Note given in payment of Capital stock.

Maker: G. Garrison.

Dated August 23, 1913..ccceeeeeeeeeeeceereeereeneens 530

Interest due from September 23, 1913

Original amount $682.30

Note considered to be secured by Bill of sale
of buildings formerly owned by him.

Note given to secure payment of rents col-
lected by him since W. J. Mtg. Co. acquired
property by foreclosure proceedings.

Maker: Ventnor Syndicate ...........cccceeceveeveeveeeveennens $I700000

Collateral note dated December 29, 1913.

Due on demand

Interest due from various dates

Original amount $29,500.00

Original amount of collateral $3250000 of
Ventnor Syndicate bonds.

Balance of collateral held; $20,000.00 of Vent-
nor Syndicate Bonds.

Note purchased December 29, 1913



EXHIBITS.

WEST JERSEY MORTGAGE COMPANY.

SCHEDULE K.

Accrued Interest Receivable. Sept. 30, 1915.

On Bonds:
Young's Pler & Hotel Co. $18,600.00
Margate Company
Ventnor Syndicate

10

Total : $33,870.02

On Mortgages :

C. J. Adams 225.00
Record Development Co. 339.10
Ventnor Syndicate 20048.83
Irene C. Imlay 632.50
Louis Lott. sl e e s SO S st 332.50
Wm. B. Riley ...... 210.67
Edpar S, Hilll cuitat St e st st deiae 150.67
Bertha J. Fr) 0.66
[nlet Improvement Co. 301.67
Dr., Emery Marvel

Total :

On Notes Receivable:
C. J. Adams
G. Garrison

Ventnor Syndicate

T otal DS Tt N Ty Ty 17 s R e e 8 2,630.68

Total Interest Receivable $60,208.86

30

WEST JERSEY MoORTGAGE COMPANY.
ScuEpULE F.
Real Estate. =~ Sept. 30, 1915.

Pateel $71 .., P

Kot 4

Represents amounts expended on three lots located
on Winchester Avenue below Providence Avenue,

Atlantic City, New Jersey.

Note: ‘The

above value includes a mortgage for

Q B . .
$2,700.00 given to Jennie M. Bachroch,
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30

EXHIBITS.

Parcel 15

Represents amount of equity in property on Cali-
fornia Avenue, North of Arctic Avenue, Atlantic
City, New Jersey, consisting of land, dwellings, stable
and coal-yard.

Note: The above value does not include two mort-
gages, $8,000.00 and $3,500.00. respectively, assumed
by the Company but not carried on its books.

Parcel #7

Represents amount expended on ground and dwell-
ings located at the Southwest corner of Delaware
and Baltic Avenues, Atlantic City, New Jersey.

Note: The above value includes a $7,500.00 mort-
gage given to the Mutual Building and Loan Asso-
ciation of Atlantic City, N. J.

Parcel «8

Represents amount of equity in nine lots (beach-
front )situate in Ventnor City, New Jersey, acquired
by Company for arrears of interest.

Note: The above value does not include nine mort-
gages for $2,000;00 each, aggregating $18,000.00, held
by various parties.

Total :

West Jersey Mortgage Company.

Schedule G.

1,0000D

3,392.72

$32,319.91

Accounts Payable. Sept. 30, 1915.

State of New Jersey State Tax 1915
Atl. City Sewe~age Co. #5 Sewer rental 1915-16
A, H. Phillips Co. %5 Fire Insurance

A. H. Phillips Co. Premium : Treas’s Bond ..
Guarantee Trust Co. Box rent 1914-1916 ..........
Philip V .Leigh #5 Repairs 8/2/15

Philip G. Hannum  #5 Repairs 9/30/15
W. J. Title & Guar. Co. Transfer charge
Carlton Godfrey Salary: Sept. 1915
Raymond P. Read Salary: Sept. 1915



EXHIBITS. 319

Aflantic Title Co. Interest on de’ferred pay-
ments on Guar’s. A-39 and
321.84
Cartton Godfrey Loan account; bal. due .... 350.00
Total: oo $1,713.01

Note: Unpaid water rents and taxes to the amount of
about $400.00 on R. E. Parcels No. 1 and No. s
are not included in the foregoing.

West Jersey Mortgage Company. e
Schedule H.
Accrued Interest Payable. Sept. 30, 1915.

Jamie M. Bochroch, MoOTtgagee .......cccecvverververes ceveenens e w7-s°

Interest on $2,700.00: 4/3 % 5 t0 9/3°/15
(Real Estate Parcel # 1)

Mitual Building & Loan Association, Mortgagee 139-50

Interest on $ ,5°°-00: 6/30/15 t0 9 /30/1)
(Real Estate Parcel #7)

Total : $207.00

West Jersey Mortgage Company.
Schedule I.

Mortgages Payable. Sept. 30, 1915.

Jamie M Bochroch, Mortgagee '
Interest due from 4/30/15
Mortgage on Real Estate Parcel #1

Mitual Building & Loan Association 7,500.00
Mortgagee,

Interest due from 6/30/15

Mortgage on Real Estate Parcel #7

Total $10,200.00

Note: The above schedule does not include the fol-

lowing mortgages assumed by the company but
not carried on its books:
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Mortgagee:

Estate of Daniel Dorey ..........ccccoeeenen.
Interest paid to 4/1/15
Mortgage on R. E. Parcel #;5

Fidelity Trust Co. for Estate of May
M. Howard .. ....ccccevevurererenencnennnn.

Interest paid to 6/25/15

Mortgage on R. E. Parcel #5

Note: Following mortgages on R: E.
Parcel #8

Louis Wagner .................

Interest paid to 2/11/15 See Guar.
A-786

Louis Wagner .................

Interest paid to 2/11/15 See Guar.
A-787

Morris Grabfelder ...........
Interest paid to 8/11/15 See Guar.
A-789

Claude B. Smith .............

Interest paid to 2/11/15 See Guar.

A-790

Henry Jacoby .................

Interest paid to 2/11/15 See Guar.
A-701

Morris Grabfelder ..........

Interest paid to 8/11/15 See QGuar.
A-792

George E. Yeiter ..............

Interest paid to 2/11/15 See Guar.

A-793
Forward .............

Forward: ......... .

Mortgagees:

James L. Risley..cocoeres coverceeereeeieneenne

Interest paid, to 2/11/15 See Guar.

A-802

Battie D. MattiX ...cccccee cvvvveeeeeeieennnnee

Interest paid to 2/11/15 See Guar.

Total :

8.000.00
3,500.00
2,000. 00
2.000. 00
2.000. 00
2.000. 00
2.000. 00
2.000. 0O
2.000. 00
$25,500.00
$25,500.00
2.000. 00
2.000. 00
$29,500.00
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In Chancery oe New Jersey.

Between

George Conover,
Complainant, f Final Hearing on Bill to

AND ( Remove a Trustee and
Guarantee Trust f Procurean Accounting.
Company El ae., I

Defendants. J
CONCLUSIONS.

(Filed January 5, 1918.)

William M. Clevenger, Esq., for complainant.
Hon. Clarence L. Cole, for defendants.

Beaming, V. C.

By the bill complainant seeks the removal of defend-
ant Guarantee Trust Company as trustee under a cer-
tain instrument of trust, the appointment of a new trus-
tee and an accounting by the trustee so removed, the
bill also seeks to fasten upon the trustee, as personal
obligations, liability for certain losses which are claimed
to have arisen from alleged breaches of trust duties
upon the part of the trustee.

The trust was created to enable the Ventnor Syndi-
cate— a real estate corporation which is now insolvent
toissue and sell a series of its bonds. The trust agree-
ment, under date of September 1st, 1911, was executed
by three corporations: the Ventnor Syndicate, who was
to issue the bonds, the West Jersey Mortgage Com-
pany— a corporation which is insolvent now also who
was to guarantee the payment of interest and principal
of the bonds, and the Guarantee Trust Company, who
was to act as trustee and certify to the bonds as they
were issued from time to time pursuant to the terms of
the trust agreement.

20
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The provisions of the trust agreement authorized the
Ventnor Syndicate from time to time to assign to the
trustee bonds and mortgages which were to be apprais-
ed as to value by the West Jersey Mortgage Company;
as such bonds and mortgages, so assigned and appraised,
were deposited with the trustee bonds in like amounts
known as “guaranteed collateral bonds,” could be issued
by the Ventnor Syndicate upon such collateral bonds
being guaranteed as to the payment of principal and
interest by the West Jersey Mortgage Company and
certified to by the trustee as having been issued pursu-
ant to the terms of the trust agreement. The purchaser
of a collateral bond would thus hold the direct bond
obligation of the Ventnor Syndicate, the guarantee of
payment of the West Jersey Mortgage Company of the
principal and interest of the collateral bond, and also
share pro rata with other holders of collateral bonds
the security afforded by the bonds and mortgages of
equal amount which had been and might thereafter be
in like manner assigned to the trustee by the Ventnor
Syndicate as a trust fund to secure payment of the prin-
cipal and interest of the collateral bonds. The collateral
bonds were all dated September ist, 1911, and drew in-
terest at six per cent., payable each six months, and
matured as to principal three years from their date.

The authorized issue under the trust agreement was
$200,000 in amount; $79,000 were issued. Two of
the issued bonds, aggregating in amount $2,000, were
subsequently surrendered to the trustee; accordingly

~ithere is now outstanding $77,000 of the collateral bonds..

Complainant owns two of these bonds, aggregating in
amount $2,000. The guarantee Trust Company, the
receivers of the Ventnor Syndicate and West Jersey
Mortgage Company, and all the holders of collateral
bonds, other than complainant, are made defendants.
The Guarantee Trust Company and the receiver of the
West Jersey Mortgage Company have answered.

A charge is made by complainant to the effect that
the trustee transcended its powers by accepting mort-



CONCLUSIONS. 323

gages for the trust fund which were not authorized by
the trust agreement. Of the $77,000 in amount of
mortgages which now constitute the trust fund, all but
$10,000 are mortgages which were made by the Vent-
nor Syndicate to the trustee on land owned by the
Ventnor Syndicate; each mortgage is accompanied by
abond of the Ventnor Syndicate which it secures. The
trust agreement does not authorize the trustee to ac-
ot for the trust fund mortgages made by the Ventnor
Syndicate to the trustee. Throughout the trust agree-
e, in instances almost too numerous to justify speci-
fication, the bonds and mortgages which are to be made
the trust fund are declared to be bonds and mortgages
which are to be assigned to the trustee. On the first
page of the trust agreement it is recited that the Vent-
nor Syndicate “has determined to issue its guaranteed
collateral bonds, as hereinafter set forth, and to secure
the same by assignment to and deposit with the Trustee
of bonds and first mortgages.” 1In the form of the
collateral bond embodied in the trust agreement, which
form conforms to the form of the collateral bonds as
subsequently issued, it is stated: “To secure the pay-
ment of this bond and all other bonds which constitute
this series, together with interest thereon, there have
been assigned to and deposited with the said Guarantee
Trust Company, as trustee, bonds and first mortgages
of a par value of not less than the par value of the
bonds of this series outstanding and certified by the said
trustee, to be held in trust by the said trustee, and its
successors, for the benefit of the holders of said bonds
: cording to a certain Trust Agreement. ...This bond
shall not become valid until the certificate hereon shall
be signed by the trustee.” The form of trustee’s cer-
tificate embodied in the agreement, which form con-
forms to the form thereafter used as collateral bonds,
were from time to time certified by the trustee, is

follows: “it is hereby certified that the within bond is
ore of the Guaranteed Collateral Bonds of Ventnor
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Syndicate, all of like tenor and effect, and in denomi-
nations of one thousand or five hundred dollars each
amounting in the aggregate to two hundred thousand
dollars ($200,000), described in the agreement therein
mentioned, Guarantee Trust Company, Trustee.” The
second paragraph of the trust agreement is as follows:
«“2, That Ventnor Syndicate, a corporation of the State
of New Jersey, party of the first part, has granted, bar-
gained, sold, assigned and set over, and by these pres-
ents doth grant, bargain, sell, assign and set over unto
the Guarantee Trust Company, also a corporation of
the State of New Jersey, party hereto of the second
part, all the bonds and first mortgages set forth and
described in the schedule hereto annexed and which
forms a part of this instrument, and bears even date
herewith, and is identified by the certificate of the Trus-
tee and of the Company, it being the intention of the
Company to assign and set over said bonds and mort-
gages to the Trustee fully and effectually not only by
these presents but also by a separate instrument of as-
signment of each of the said bonds and mortgages.”
It will be noted that the schedule there referred to is
a schedule which is to be built up from time to time
as mortgages are assigned to the trustee. Paragraph
ihree of the trust agreement provides: “That inasmuch
as at the time of the execution and delivery of these
presents, the Company may not desire to issue all the
said Guaranteed Collateral Bonds, and to transfer and
assign to the Trustee bonds and mortgages or other
securities to the full contemplated amount of Two
Hundred Thousand Dollars ($200,000), it is agreed
that from time to time hereafter the Company may is-
sue its said bonds and assign to the Trustee bonds and
first mortgages until the amount of Two Hundred
Thousand Dollars ($200,000) in value of such bonds
and mortgages is made up, and that as the said bonds
and mortgages are assigned and delivered to the Trus-
tee, they shall be entered in the Schedule hereto attach-
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ed and shall form a part of the Trust Fund hereby
created, and shall in all respects be subject to the pro-
visions of this agreement with like force and effect as
if they and the particulars thereof had been entered in
said Schedule at the time of the execution and delivery
hereof, and as if such bonds or mortgages had then
been assigned and delivered to the Trustee. The Trus-
tee shall be under no obligation to record this instru-
ment or the assignment of any of the bonds and mort-
gages constituting the Trust Fund at any time unless
and until any default shall be made on the part of the
Company in the payment of interest on the Company’s
bonds, or any of them, or unless and until in its judg-
ment the protection of the bondholders shall require
such action on its part.” Paragraph four provides: At
the time of the presentation of any of said bonds to
the Trustee for certification, there shall be delivered
to the Trustee a request in writing signed by the Presi-
dent of the Company, certified under the seal of the
Company, requesting the Trustee to certify and de-
liver to the Company or its nominee a specified amount
of such bonds, together with such number of. said bonds
as the Company desires to be certified for issue, and
bonds and first mortgages equal in value to at least
the par value of the bonds so to be issued, together
with properly executed instruments of assignment there-
of to the Trustee. Upon the receipt thereof, the Trus-
tee shall permit the Company to enter said bonds and
mortgages in the annexed schedule as hereinbefore pro-
vided or shall itself make such entry and shall forth-
with certify the bonds so presented to it for certifica-
tion and deliver the same to the Company for issue.”
Paragraph five provides: “That in case the Company
shall, for any reason, deem it necessary to take any pro-
ceedings for the collection by foreclosure or otherwise,
of any bond and mortgage belonging to the Trust Fund,
the Company shall forthwith substitute bonds and first
mortgages, of equal value, and shall assign and transfer
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the same to the T'rustee to be held as part of the Tryst
Fund, and shall | thereupon be entitled to the delivery to
it of the bond and mortgage which is so to he collected.”
It will be noted that this provision contemplates a pos-
sible foreclosure by the Ventnor Syndicate of mortgage
withdrawn from the trust. In paragraph five it is also
provided: “Whenever and as often as there shall be
in the hands of the T'rustee cash iwhmnmu to the T'rust
Fund, the (nm])m\ shall have the right to have such
cash paid to it upon transferring and assigning to the
Trustee Bonds and first mortgages equal in value to the
amount of such cash.

“So long as the Company shall not be in defaylt
under any provision of this agreement, it shall be ep-
titled to receive from the Trustee. if and when collected,
all income from the bonds and mortgages comprising
"']‘1,, 4

Hel

the Trust estate.”” Paragraph six provides :
upon the collection by the Trustee of any bond and
mortgage forming part of the Trust Fund, the Truste

may, unless the Company shall within thirty days from
the time when the amount of such collection shall have
been received by the Trustee, ass 1gn to wund deposit with
the Trustee bonds and mortgages, equal in value to the
amount of such collection, proceed to invest the amount
so collected in bonds and first mortgages, such bonds
and mortgages shall thereupon become a part of the
Trust Fund. Tf upon collection, by the Trustee of any
bond and mortgage, the amount realized shall he less
han the amount of principal and interest due upon said
bond a:d mortgage at the time of such collection, the
(um]mn_\' agrees to deliver to the Trustee additional
bonds and first mortgages duly assigned to the Trustee
in an amount equal in value to the amount of such defi-
ciency.” In paragraph seven it is provided: “In case
of withdrawal of any such bond and mortgage the
trustee shall re-assign the same to the company.” The

eighth paragraph provides: “I'hat all honds and mort-

gages assigned and transferred by the Company to the
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tnstee as hereinbefore provided shall be accompanied
byapolicy” of title insurance. Also, “All bonds and
nortgages assigned and transferred by the Company
tothe trustee to constitute the Trust Fund herein pro-
vided, shall be accompanied by a written appraisal of

Ate to be made and certified to by the guarantor.

“It shall be no part of the duties of the trustee
tomake investigation concerning nor shall it be respon-
she for the validity, nature or actual value of the bonds
and mortgages so assigned to it, nor shall it be answer-
ale except for the due certification as aforesaid of the
company's bonds issued hereunder and for the custody
and disposition of the trust fund.” Paragraph twelve
again stipulates a duty to assign to the trustee addi-
tional bonds and mortgages in certain events.

Nowhere in the entire trust agreement is there to be
found any provision which in the slightest degree by
inference or otherwise suggests that the trust fund may
at any time consist of any asset except cash and assigned
bonds and mortgages, and,«as already pointed out, the
collateral bonds as issued, and certified to by the trustee,
expressly declare that they are secured by bonds and first
mortgages assigned to and deposited with the trustee.
It seens impossible to escape the conclusion that in
accepting for the trust fund mortgages made directly
from the Ventnor Syndicate to the trustee which were
created for the sole purpose of enabling the trustee to
certify to collateral bonds the trustee'accepted for the
trust fund securities which were not in any way con-
templated or authorized by the trust agreement, and
certified against such securities collateral bonds of an
equal amount contrary to the express provisions of the
trust agreement. To that extent the trustee transcended
the powers conferred upon it by the trust agreement.
The difference in possible value and desirability between
abond and mortgage which has arisen in the ordinary
course of trade, such as a mortgage made to the Vent-
nor Syndicate in part payment for land sold by it or a
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bond and mortgage made to it for a loan of money in
the ordinary course of trade, and a bond and mortgage
made by that company to the trustee for the sole pur-
poses of affording collateral security under the trust
agreement, are reasonably obvious, and it seems entirely
clear that the latter class of collateral was in no way
contemplated by the trust agreement. I have searched
in vain throughout the instrument of trust to find some
provision from which an implied power of the trustee
to accept such mortgages for the trust might be reason-
ably inferred. By accepting such mortgages the whole
scheme was, in marked effect, converted into an ordi-
nary bond issue secured by a trust deed of the land
owner. Indeed, with mortgages executed by the Vent-
nor Syndicate made the basis of security it is difficult
to discern substantial advantages to flow from a trus-
teeship ; it would seem that such mortgages should be
equally desirable for an investor without a trust. But,
however that may be, it is impossible to read the trust
agreement, or even the collateral bonds alone, and es-
cape the conviction that the terms of the trust excluded
from the trust fund bonds and mortgages made by the
Ventnor Syndicate to the trustee as a basis for the col-
lateral bond issue. In that view the trustee must be
held to have transcended its powers in accepting that
class of securities for the trust fund and certifying col-
lateral bonds against them.

The rule of liability of a trustee who has. transcended
his powers is defined in 28 Am. «& Eng. Enc. of Law,
1063, as follows: “Trustees are bound to observe the
limits placed upon their powers, either by law or by
the- trust instrument, and if they transcend such powers
and cause damage to the estate they will be held re-
sponsible therefor, although they- may have acted in
perfect good faith.” Prof. Pomeroy defines every
violation by a trustee of a duty which equity lays upon
him, whether wilful and fraudulent, or arising through
negligence, or arising through mere oversight or for-
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getfulness, as a breach of trust, and declares the trus-
tegs personal liability to make compensation for the
loss occasioned by such breach of trust to be “a simple
contract equitable debt,” and also that the amount of
liability is always sufficient for the complete indemni-
fication and compensation of the beneficiary. 3 Pom.
By fur., secs. 1062, 1079, 1080. The destinction be-
tween a*case in which a trustee has transcended the
povwers conferred by the trust and one relating to mat-
ters of judgment or conduct on the part of a trustee in
transactions within the trustee’s powers necessarily
enters into all considerations touching a trustee s lia-
bility. For the former there appears to be no justifica-
tion; for the latter there may be. When the instrument
of trust specifically and clearly defines the powers of
the trustee there can exist no possible field for the
exercise of discretion on the part of the trustee touch-
ing the powers he is permitted to exercise. Such
powers being specifically defined are necessarily fixed
and inflexible. But in transactions of the trustee in the
administration of the trust which are within the scope
of the defined powers good faith and reasonable dili-
gence and care may justify errors of judgment. There
is, of course, a possible field for the exercise of judg-
ment— not discretion— on the part of a trustee m accu-
rately determining the powers conferred upon him by
the trust instrument; but if a justification can be found
for an error of judgment in that respect it clearly must
be found in the want of clear or explicit definition of
powers in the trust instrument. In the present case the
trust instrument authorized the trustee to certify out
collateral bonds of the Ventnor Syndicate when mort-
gage should be assigned to it. No direction could be
nore clear or explicit or less capable of misunderstand-
ing. Whether mortgages of the Ventnor Syndicate
made directly to the trustee to enable the trustee to
certify out the collateral bonds were more or less desir-
able than the class of securities which the trust instru-
42 CON
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ment directed to be made the basis of the bond issue is
immaterial so far as the inquiry touching power is
concerned; and the circumstance that the trustee may
have believed that the direction for assigned mortgages
to be made the basis of the trust was not a material
direction or that the mortgages which it accepted for
the trust were in quality essentially the same as the
assigned mortgages required by the trust instrument
seems equally immaterial, for the trustee well knew the
plain mandate of the trust instrument and its disregard
of that mandate can only be here regarded as a deliber-
ate assumption of unauthorized power. In Gilbert v.
Kalb, 85 Md. 627, touching loss sustained by acts of a
conventional trustee, it is said: “Loss resulting from
an act of a conventional trustee, though the act were
done in the utmost good faith, if it were not an act per-
mitted by the instrument creating or defining the trust,
or where done without judicial sanction, would fall on
the trustee, who, having no discretion at all, or a very
limited one, is justly held to a rigid accountability,
without the slightest regard to the motives that may
have influenced his action, or the prudence he displayed
in performing it. Limmerman v. Fraley, 70 Md. 561.”

In the Limmerman case cited the trustee was author-
ized to invest “in landed securities” ; it was held that
the purchase of land transcended the power and
rendered the trustee liable. This distinction between
acts unauthorized by the trust and errors of judgment or
discretion in the performance of authorized acts ap-

®pears to be recognized by our Court of Errors and

Appeals in Quick’s Ex’rs v. Fisher, 9 N. J. Eq. 8
The transaction there complained of was the conver-
sion of personal property into real estate. In the re-
ported opinion it is said: “The trustee, if the principle
be correctly stated, has in this case exceeded his au-
thority. The loss has been sustained not by an error
of judgment committed by the trustee in the manage-
ment of the trust fund, but by an illegal and unauthor-
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ized disposition of the trust funds in Jus hands. He is
consequently liable for the loss.” In such circum-
stances, it is there held, the trustee “acts at his peril.”
See, also, Melick v. Voorhees, 24 N. J.-Eq. 305; i. c
x5 1b. 523-

The ordinary measure of accountability is recompense
tothe cestuis que trustent for the loss sustained by rea-
son of the breach of trust. Polhemus v. Holland TrUst
(, 61 N. J. Eq. 654. Pomeroy's Eq. Jur. (supra).

It is obvious that it is here impossible of even ap-
proximate ascertainment what losses have failed to or
will eventually be sustained by the collateral bondhold-
es by reason of the breach of trust here in question,
for the course of the trust, in the absence of the exer-
dse of unauthorized power by the trustee, can never be
known. In such circumstances the trustee must be
deemmed to have assumed personal responsibility for such
losses as should fall to the holders of the collateral bonds
by reason of the securities which were improperly ac-
oepted by the trustee and made the basis of issued col-
lateral bonds by reason of the trustee s certificate ulti-
mately producing less in value than the amounts for
which they were unlavyfully accepted and certified. Al-
though the trust agreement by its terms imposed no
responsibility on the trustee for the value of the mort-
gages to be assigned to the trust fund, when the trustee
assumed to accept for the trust fund mortgages not
authorized for that purpose by the trust agreement and
certified against such securities collateral bonds as is-
sued pursuant to the trust agreement a just regard for
the rights of collateral bondholders, who were privileged
to rely upon the trustee’s certificate, necessarily imposes
upon the trustee the measure of liability already stated,
in the absence of any possible means of ascertainment
whether a loss would have arisen had the trustee per-
formed its plain duties as defined by the trust agree-
nment. That measure of liability alone satisfied the prin-
ciple that the trustee “acts at his peril” in transcending
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his powers. A suggestion that had the Ventnor Syndi-
cate made conveyances of lots to dummy vendees and
taken purchase money mortgages and assigned them to
thé trustee the letter of the trust agreement would have
been satisfied is without force; had the trustee been
made acquainted with such procedure the situation
would have been unchanged. In this view the trustee
must answer to the bondholders for such loss as they
ultimately sustain by reason of the mortgages which
were made to the trustee realizing less than the amount
they were pledged to secure, unless the immunity clauses
of the trust agreement shall be found to exempt the
trustee from such liability.

These immunity clauses are as follows : “It shall be
no part of the duties of the Trustee to make investiga-
tion concerning nor shall it be responsible for the valid-
ity, nature or actual value of the bonds and mortgages
so assigned to it, nor shall it be answerable except for
the due certification as aforesaid of the Company’s
bonds issued hereunder and for the custody and dispo-
sition of the Trust funds.”....“The Trustee shall have
full discretion as to the time and manner in which it
shall proceed for the collection of the amounts secured
by the Trust Fund, or the sale of any bonds and mort-
gages therein, and said Trustee shall not be liable to
either the Company or to the bondholders for anything
except lack of good faith or ordinary care therein.”

That the Trust Fund shall at all times consist of Bonds
and first mortgages or of bonds and mortgages and cash
of a value equal to the par value of the Company’s
Bonds then outstanding, and the Company hereby
agrees that upon demand by the Guarantor it will at
any time pay into the Trust Fund cash, or assign to the
Trustee bonds and first mortgages which shall equal in
value any deficiency which may exist, and upon its
failure so to do, within a reasonable time to be deter-
mined by the Guarantor, the Trustee shall upon the
written order of the Guarantor,' sell or otherwise dis-
pose of any or all bonds and mortgages in the Trust
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Fund in such manner as it, the Trustee, shrill deem best;
and in such event the said Trustee shall not be liable to
the Company, the Guarantor or the bondholders for
any depreciation of said bonds and mortgages between
the time of receiving such orders to sell and the time of
sale, or for any other act by it done in the premises in
good faith, and with ordinary care.” /“That it is fur-
ther mutually agreed by and between the parties here-
to, and it is hereby declared to be a condition upon
which the Trustee, and its successor or successors in
the trust, hereby created, have assented to these presents
and accepted this Trust, that the said Trustee, or its
successor or successors, shall not be held responsible
for persons employed by it, or them, not being part
of its or their staff of officers or employees in its or
their office in the City of Atlantic City, provided such
persons have been selected with reasonable care, nor
shall the Trustee be liable for any mistake of judgment
or mistaken exercise of discretion.”

The numerous adjudications touching the effect of
immunity clauses contained in trust agreements or in
testamentary provisions, designed to exempt trustees
from liability, have in most instances arisen where the
act complained of has been an act within the powers
of the trustee, as distinguished from an act without such
powers. Tuttle v. Gelmorc 32 N. J. Bq. 611; s. ¢ 36
N. J. Bg. 617, was a case of the former nature. That
trustee had the power to accept securities of the nature
of the securities there in question (second mortgages),
but the evidence disclosed that the securities were with-
out substantial value and that no proper effort had been
made by the trustee to ascertain that their values were
reasonably sufficient to make them “good securities”
on which he was to pass his judgment. It was there
held that the liability imposed on and accepted by a
trustee may be limited by the terms of the instrument,
creating the trust, but that in constructing such clauses
the meaning to be attributed to them should be con-
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sistent with the purpose and object of the trust, and
that a strict rule of construction should be applied as
against the claim of restriction. Accordingly it was
held that a clause exempting the trustee from all lia-
bility except for wilful and intentional breaches of
trust could not be understood as protecting the trustee
from the loss sustained in the manner already stated.
Had the terms of the trust in that case required the
trustee to invest only in government bonds, or other-
wise denied to the trustee the right to accept mortgage
security, it cannot well be doubted that he would have
been held liable for the loss, notwithstanding the im-
munity clause, even though reasonable care had been
exercised by him in the ascertainment of the value of
mortgages so accepted. It seems to me impossible to
doubt that when a trustee transcends his powers by
accepting securities for his trust of a nature or class
which by the terms of the trust he is not authorized to
accept all inquiries touching his judgment, mistaken
exercise of discretion, good faith and the value of the
securities so accepted are necessarily excluded from
consideration, for'the act being in itself contrary to
the terms of the trust cannot find justification as within
a field of discretion. It accordingly seems impossible
to construe an immunity clause as intended to exempt
a trustee from liability for transcending his powers as
clearly defined by the trust agreement: his engagement
is to exercise the powers and only the powers con-
ferred upon him, and the appropriate office and purpose
of an immunity clause forming a part of a trust agree-
ment which specifically and clearly defines the trustee’s
powers appears to be to limit his responsibility in
matters of judgment and discretion committed to him
in the execution of these defined powers. No discre-
tion has been conferred upon the trustee in this case
as to the securities it was to receive against which it
was to certify bonds. Bv the terms and spirit of the
trust instrument the trustee was required to accept
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mortgages assigned to it as trustee after spch mort-
gage should have been appraised by the guarantor there
named; for the value of such mortgages, so assigned
and appraised, the trustee was exempted from respon-
sibilit. To construe the immunity clauses as intended
to protect the trustee from errors of judgment in
accepting for the trust securities of a different class
from those explicitly defined by the terms of the trust
instrument or in a manner other than the manner
specifically set forth by its terms is to attribute to the
immunity clauses not only a purpose to justify the ex-
ercise of a discretion by the trustee in a field in which
no discretion is designed to be conferred, but also an
operative force to nullify the express terms of the trust
instrument which define the powers of the trustee
antecedent to his certificate, and in that manner to deny
to the prospective bondholders the right conferred upon
them by the trust agreement to rely upon the certificate
of the trustee to the substantial effect that the securities
defined in the trust agreement have been assigned to
the trustee and appraised in the manner stated in the
bonds so issued. In the absence of language of an
immunity clause which reasonably discloses a purpose
that it shall have such far reaching and extraordinary
effect it seems impossible to give it such force. It is
this radical and inherent distinction, necessarily exist-
ing in all cases, between errors of judgment of a trustee
in the management of a trust fund, that is, in acts
performed by the trustee which are within the scope
of his powers, and acts performed by him which are
without or beyond the scope of the powers conferred,
that I understand to be recognized in Quick’s Bx’rs v.
Fisher, supra, at page 806 of the reported case. Nor
does it seem possible to distinguish between an ex-
tremely radical departure from the terms of the trust
instrument and a departure less radical, so long as the
terms of the trust instrument are clear. In Pride v.

Fooks, 2 Beav. 430, at page 432, it appears that the
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trustee was directed by the terms of a will to invest the
trust money in consols. The will exempted the trustee
from all losses except those arising- from his wilful
neglect and misconduct. He invested money in a mort-
gage on real estate. That act was held to be without
the powers of the trustee and was treated as a breach
of trust, and the trustee was charged, in behalf of the
parties entitled to income, with the amount the consols
would have earned. In i Perry on Trusts, sec. 460,
the well recognized legal requirement that trustees shall
strictly follow the directions of the trust instrument
is considered at some length; at the conclusion of the
section the author says: “If the trustee go beyond the
prescribed limits, neither good faith nor care nor dili-
gence, if they can accompany a departure from the
direction of the instrument of trust, will protect them
if a loss occurs.” As our courts are always open to
tiustees for protecting advice touching their powers
it seems difficult to contemplate any possible source of

20 justification for the exercise of unauthorized powers.

30

I am impelled to the conclusion that in accepting
for the trust mortgages made by the Ventnor Syndi-
cate to the defendant trustee herein, the trustee dis-
regarded the clear letter and spirit of the trust agree-
ment and in consequence of such breach of trust
through the exercise of powers not conferred upon the
trustee the trustee has rendered itself liable to the
cestuis que trustent for such losses as may be found to
have arisen by reason of such mortgages realizing less
than the amounts which they were made to secure; and
also that the immunity clauses contained in the instru-
ment of trust are inadequate to exempt the trustee from
such liability.

This standard of responsibility renders it impossi-
ble to determine at this time the amount for which the
trustee must account to the holders of collateral bonds;
that can only be accurately ascertained at the final liqui-
dation of the trust. Accordingly the bill must be held
open until that time for that purpose.
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Should the measure of responsibility here defined be
accepted by the trustee, or confirmed on appeal, other
charges of liability of the trustee as made in the bill
become of little or no importance except in so far as
they go to the merits of the prayer of the bill for the
trustee’s removal.

It is also urged by complainant in support of the
relief sought that defendant trustee has been negligent
in the performance of its trust duties by permitting the
principal and interest to become in arrears for one year
or more on many of the mortgages comprising the trust
fund and also in permitting the taxes on much of the
land covered by the mortgages to remain unpaid for
two or three years, without foreclosing the mortgages
or otherwise endeavoring to protect the bondholders.

By the fifth paragraph of the trust agreement the
trustee is authorized to collect the mortgages consti-
tuting the trust fund by foreclosure or otherwise when
interest on such mortgages should be overdue for
thirty days or taxes on the mortgaged lands should be
unpaid for sixty days after payable, in case the trustee
should deem it necessary for the security of the bond-
holders; and by the tenth paragraph of the trust agree-
ment upon default in payment of principal of interest
on the collateral bonds the trustee is directed to fore-
close or otherwise realize upon the mortgages consti-
tuting the trust fund upon requisition for that purpose
made by twenty-five per cent, in value of the outstand-
ing collateral bonds, or upon like requisition by the
guarantor of the bonds. No requisition has been made.
But complainant urges that under the provisions od the
fifth paragraph of the trust agreement the trustee should
have foreclosed or otherwise undertaken the collection
of the mortgages; that ordinary care and prudence,
such as men of common prudence ordinarily exercise
m their own affairs, should have prompted such fore-
closure; and also urges that this inaction of the trustee
has been measureably caused by reason of the fact that

43 con
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some of the directors and officers of the Ventnor Syn-
dicate and West Jersey Mortgage Company were also
directors and officers of defendant trustee.

I am convinced that the evidence does not justify an
affirmative finding as to either of these contentions,
although some doubt exists in my mind whether the
inactivity of the trustee in the matters hgre complained
of may not have been measurably occasioned by rea-
son of the presence of conflicting interests of certain
managing officers common to the three corporations.
The evidence satisfies me that at the time these mort-
gages first could have been foreclosed and at all times
since up to the time the bill was filed it would have
been of more than doubtful benefit to the holders of the
collateral bonds to have had the mortgages foreclosed.

The evidence is convincing to the effect that the de-
struction of the beach front at Ventnor in the winter
of 1913» followed- by further like injury in 1914. to-
gether with other conditions then well recognized, so
far unsettled the market values of the several properties
covered by the mortgages held in trust by defendant
trustee that their foreclosure could not have reasonably
been hoped to have accomplished more than a substitu-
tion of the land for the mortgages. It also seems clear
that no purchasers for the mortgages at a fair price
could have been found and that the Ventnor Syndi-
cate was wholly unable to respond. I am convinced
that the officers of the trustee company exercised an
honest and reasonably sound judgment in their inac-
tion and cannot be held for such losses as may have
occurred, if any, through such inaction, even though
the protection afforded by the immunity clauses of the
trust agreement should not be invoked by the trustee.

Complainant further urges that defendant trustee col-
lected in its own behalf from the West Jersey Mort-
gage Compapy its most valuable securities in feuch
disregard of the interests of the collateral bond holders
as to render defendant trustee liable to share with the
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bond holders, pro rata, the value of the assets so c‘c7)1—
lected. ' > '
The evidence touching this claim discloses that on
March 5, 1915» the West Jersey Mortgage Company
owed the defendant Guarantee Trust Company, the
trustee herein, $54,000. This indebtedness was for
money loaned from time to time in the ordinary course
of defendant’s banking business, and for which loans
collaterals had been received by the Trust Company as
follows: $42,000 of Young & McShea Bonds, $4,000
of collateral bonds of the Ventnor Syndicate— bonds of
the issue here in question— $44,000 of mortgages of
the Ventnor Syndicate on land in the vicinity of and
similar to the land covered by the mortgages in the
trust fund here in question. The collaterals so held
aggregated in face value $90,000.
.By reason of the unsettled value, already referred to,
of the land covered by the $44,000 of mortgages de-
fendant Trust Company had for some time been urging
the Mortgage Company to substitute other collaterals
in lieu thereof. Shortly prior to March 5, 1915, an
agreement was consummated as follows: The Mort-
gage Company agreed to sell to the Trust Company the
$42,000 of Young & McShea Bonds then held as col-
lateral by the Trust Company and $16,000 additional
like bonds, not then pledged, at 95 per cent, of their
face value, and to apply the proceeds of sale in dis-
charge of the debt. Complainant’s chhrge is that the
trustee thus collected the debt due to it and neglected
to collect the debt due to the collateral bond holders, its
cestuis que trustent, to the injury of the latter. It is
also pointed out by pomplainant that the semi-annual
interest payment on the collateral bonds, guaranteed by
the Mortgage Company, had fallen due March 1, 1915.
and had not been paid. The evidence discloses that
prior to that time the Mortgage Company had been
regularly paying to the trustee the interest on the
collateral bonds. @ The principal for the collateral
bonds was also then due, under the terms of the

10
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trust agreement, but the Mortgage Company was
not required to respond to that default until Sep-
tember i, 1915. Taxes on much of the mortgaged
premises were also in arrears, but the Trustee does not
appear to have been aware of that fact, and its manag-
ing officers do not appear to have known of the interest
default of March 1st. I am unable to conclude that in
these circumstances the trustee owed any duty to the
holders of the collateral bonds which was operative to
deny to it the right to collect the money due it in the
manner already stated. The debt which was collected
was, as already stated, a debt which had arisen in the
ordinary course of the banking business of the trustee,
and was a debt secured by collaterals which the Trust
Company was by its contract of loan privileged to apply
in satisfaction of the debt. By the settlement which was
made $42,000 of the collaterals so held were so applied
by contract of purchase and $16,000 of unpledged
like securities were purchased. The purchase price was
the full value of the securities, and at the time of the
purchase $48,000 of the pledged securities were re-
leased to the debtor. The collateral securities so sur-
rendered to the debtor included mortgages to the
amount of $44,000 on the property of the same kind as
the mortgages in the trust fund. The securities so
released were at that time undesirable securities for a
banking institution to hold as collateral, but I do not
think the evidence adequately established that the col-
laterals released were not then reasonably worth as
much or more than the $16,000 of bonds which were
purchased to effect their surrender to the debtor. I
find in the trust agreement nmo> power upon the part of
the trustee to enforce at that time against the guarantor
of the bonds any default then existing, and am unable to
conclude that any trust duty existed upon the part of the
trustee which equitably denied to it the right to collect
its secured debt in the manner stated.

Complainant also charges that the trustee permitted
the Ventnor Syndicate to withdraw from the trust fund
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amortgage of $2,000 by surrendering to the trustee
.»»nation and retirement collateral bonds which had
been theretofore issued for a like amount. The trust
agreement authorized this when there should not be a
default; the charge is that at the time there was a de-
fault and that the withdrawal was operative to create a
preference in favor of the bonds so surrendered as
against other like bonds. The mortgage so withdrawn
was one of the mortgages which had been made by the
Ventnor Syndicate to the trustee. What the amount o
loss was, if any, which was suffered by other holders of
collateral bonds by reason of the wlthdrawak ¢M on y
be finally determined at the conclusion of he liquida-
tion of the trust; and as the bill is to be held open .
seems-unnecessary at this time to determine whether
there was such a breach of trust in permitting the with-
drawal as to impose liability upon the trustee.

Notwithstanding the views already expressed touch-
ing the trustee having accepted securities for the trust
which were not authorized by the trust agreement, am
unable to reach the conclusion that the trustee should be
removed. The trustee is a responsible banking institu-
tion, and I have found no satisfactory evidence of bad
faith on its part in connection with the trust,
the measure of its liability herein defined, accepted by 1,
or confirmed on appeal, there can be no doubt touching
its efforts to realize on the mortgages in its hands t e
utmost that can be so realized. The removal of a trus-
tee is a matter directed to the sound discretion o
court; in the absence of bad faith upon the part o
trustee he should not be removed unless some bene ts
to the trust can be accomplished by such removal. ee
Lathrop v. Smalley Ex’s, 23 N. J. Eq. 192 > McPherson
v. Cox, 96 U. S. 404; 36 Cyc. 261.

I will advise a decree in conformity with the views
herein expressed.

Submitted: July 24, 1917-
Determined: December 26, 19J7-
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DECREE.

In Chancery oe New Jersey.

Between
George Conover,
Complainant, , ,
and Bill> &ec-

Guarantee Trust Company et ae.,

Defendants.

10
DECREE.

(Filed March 5, 1918.)

This cause coming on to be heard before the Court
on bill, the answers of the Guarantee Trust Company
and John G. Horner, Receiver of the West Jersey Mort-
gage Company, replications and oral proofs, and argu-
ment of counsel having been heard:

It is, on this fourth day of March,' 1918, by Edwin
Robert Walker, Chancellor of the State of New Jer-
sey, ordered, adjudged and decreed, as follows:

1. That the defendant, the Guarantee Trust Com-
pany, as trustee, transcended its powers and improperly
certified there had been assigned to and deposited with
it, as trustee, bonds and first mortgages of a par value
of not less than the par value of the $77,000 of bonds
outstanding under the terms of the trust agreement of
September 1st, 1911, set forth in complainant’s bill.

30 hat the defendant, the Guarantee Trust Com-
pany, as trustee, on October 16th, 1914, permitted the
withdrawal from the said trust fund of a mortgage of
$2,000, dated March 1st, 1912, covering Lot 2 in
Block 82A, at a time when there had been a default un-
der the mortgages held in the said fund and under the
bonds secured by the trust agreement aforesaid.

3. That the defendant, the Guarantee Trust Com-
pany, pay into court for the complainant, George Con-
over, and the defendants, Cumberland National Bank
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of Bridgeton, N. J., West Jersey Title & Guaranty
Company, John W. Hudson, Mary R. Lippincott, Sara
N Lippincott, Kate T. Bower, George F. Neumayer,
John W. Ingersoll, Grace K. Weatherly, Alice B. Long-
worth, Margaret Cooke, Mhrtha M. McKee, William
G. Saalmann, Pauline Rupprecht, Lizzie Quigg, Joseph
Levina, Benjamin G. Carl, Stephen Oberst, Emily Min-
ed Lena E. Dieppe, Henry D. Graut, Frederick Thoms,
Alice Nuskey, William T. Weeks, Victoria Realty &
Mortgage Co., Hannah L. Andrews, Gertrude Hollick,
George L- Gillingham, Myrtle R. Moyer, and John G.
Horner, Receiver of West Jersey Mortgage Company,
the loss which they and each of them sustain by reason
of its conduct, to wit: the difference Between the said
aggregate principal sum of $77,000; with interest at
six per centum per annum from September 1st, 1914»
and the net proceeds to be realized by the said Guaran-
tee Trust Company from the sale of the bonds and
mortgages held by it as trustee as aforesaid, or from

10

the foreclosure and sale of the premises covered by the 20

mortgages aforesaid.

4 That the said Guarantee Trust Company, trustee

as aforesaid, in its individual capacity, may purchase
any or all of the bonds and mortgages held by it at any'
sdle of the same as such trustee, and likewise may pur-
chase any or all of the mortgaged premises at any sale
hdd under any foreclosure proceedings instituted by it
as such trustee.

5 .That the bill of complainant be retained for fur-
ther proceedings looking toward the fixing of the ex-
act amount of the said loss, and to that end the said
complainant or any one or all of the defendants have
leave from time to time to petition the court in this
cawse for instructions as to the administration of the
trust, or for further relief relating thereto.

6. That the Guarantee Trust Company be not re-
moved as trustee for the breach of trust found by the
Court and sustained by the proofs.
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7. That the defendant, the Guarantee Trust Com-
pany, pay the complainant’s costs, and that out of the
trust fund administered by it there be paid to the solici-
tor of the complainant a counsel fee of five hundred
dollars.

E, R. Waeker, C

Respectfully advised,

E. R Teaming, V. C.

In Chancery oe New Jersey.

Between
George Conover,
Complainant,
AND On Bill &c.
Guarantee Trust Company
and Others,
20 Defendants.

NOTICE OF APPEAL.
(Filed March 9, 1918.)

The defendant, Guarantee Trust Company, hereby
appeals from the final decree in this cause, made on the
fourth day of March, 1918, and from so much thereof
as decrees as follows :

30 1. That the defendant, the Guarantee Trust Com-
pany, as trustee, transcended its powers and improperly
certified there had been assigned to and deposited with
it, as trustee, bonds and first mortgages of a par value
of not less than the par value of the $77,000 of bonds
soutstanding under the terms of the trust agreement of
September 1st, 1911, set forth in Complainant’s bill.

2. That the defendant, the Guarantee Trust Com-
pany, as trustee, on October 16th, 1914, permitted the
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withdrawal from the said trust fund of a mortgage of
$2,000, dated March ist, 1912, covering Lot 2 in Block
82A at a time when there had been a default under the
mortgages held in the said fund and under the bonds
secured by the trust agreement aforesaid.

3 That the defendant, the Guarantee Trust Com-

pany, pay into court for the complainant, George
Conover, and the defendants, Cumberland National
Bank of’ Bridgeton, N. J., West Jersey Title & Guar-
anty Company, John W. Hudson, Mary R. Lippincott,
Sara N. Lippincott, Kate T. Bower, George F. Neu-
mayer, John W. Ingersoll, Grace K. Weatherly, Alice
B. Longworth, Margaret Cooke, Martha M. McKee,

William G. Saalmann, Pauline Rupprecht, Lizzie
Quigg, Joseph Levina, Benjamin G. Carl, Stephen
Oberst, Kmily Minerd, Lena E. Deppe, Henry D.

Graut,'Frederick Thoms, Alice Nuskey, William T.
Weeks, Victoria Realty & Mortgage Co., Hannah L.
Andrews, Gertrude Hollick, George L. Gillingham,
Myrtle R. Moyer, and John G. Horner, Reciever of
West Jersey Mortgage Company, the loss which they
and each of them sustain by reason of its conduct, to
wit: the difference between the said aggregate prin-
cpal sum of $77,000, with interest at six per centum
per annum from September ist, i9J4>anc” ne” Pro"
eeeds to be realized by the said Guarantee Trust Com-
pany from the sale of the bonds and mortgages held
by it as trustee as aforesaid, or from the foreclosure
and sale of the premises covered by the mortgages
aforesaid.

pany, pay the complainant’s costs, and that out of the

trust fund administered by it there be paid to the
solicitor of the complainant a counsel fee of five hun-
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4. That the defendant, the Guarantee Trust Com-
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tired dollars, t0 he Court of Errors and Appeals, the
last resort in all causes.

C. E. Coee,
Solicitor of Defendant,
Guarantee Trust Company.

C. E. Coee,
Of Counsel urith Guarantee
Trust Company, Defendant.

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

C. E. Coee,
Of Counsel.

Due ani legal gervice acknowledged this 8th day of
March, 1918, by

Wm. M. CeEvenger,
Solr. of Complainant.
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New Jersey Court oe Errors and Appeals.

Between
George Conover,
Complainant-Respondent,

and

Guarantee Trust Company

On Bill, &ec.
On Appeal of
Guarantee Trust

Company.
and Others,

Defendants-Appellants. 1] 10

PETITION OF APPEAL.
{Filed March p, ipi8.)

The petition of Guarantee Trust Company, the ap-
pellant in the above-stated cause, respectfully shows that
your petitioner finds itself aggrieved by the final decree
made by his Honor, Edwin Robert Walker, Chancellor
of New Jersey, bearing date the fourth day of March, go
in the year 1918, wherein the said George Conover was
complainant and appellant and others were defendants,
in this respect, to wit, that the said decree adjudges
that:

1 The defendant, the Guarantee Trust Company, as
trustee, transcended its powers and improperly certified
there had been assigned to and deposited with it, as
trustee, bonds and first mortgages of a par value of not
less than the par value of the $77,000 of bonds out-
standing under the terms of the trust agreement of gQ
September 1st, 1911, set forth in complainant’s bill.

2 The defendant, the Guarantee Trust Company, as
trustee, on October 16th, 1914, permitted the with-
drawal from the said trust fund of a mortgage of e
$2,000, dated March 1st, 1912, covering lot 2 in Block.
82A, at a time when there had been a default under the
mortgages held in the said fund and under the bonds
secured by the trust agreement aforesaid.
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3.
pany, pay into court for the complainant, George Con-

overhand the defendants, Cumberland National Bank
of Bridgeton, N. J., West Jersey Title & Guaranty Com
pany, John W. Hudson, Mary R. Lippincott, Sara N.
Lippincott, Kate T. Bower, George F. Neumayer John
W. Ingersoll, Grace K. Weatherly, Alice B. Longworth
Margaret Cooke, Martha M. McKee, William G Saal'
mann, Pauline Rupprecht, Lizzie Quigg, Joseph Levina
Benjamin G. Carl, Stephen Oberst, Emily Minerd
Lena E. Deppe, Henry D. Graut, Frederick Thoms'
Alice Nuskey, William T. Weeks, Victoria Realty &
Mortgage Co., Hannah L. Andrews, Gertrude Hollick,
George L. Gillingham, Myrtle R. Moyer, and John G
Horner, Receiver of West Jersey Mortgage Company
the loss of which they and each of them sustain by
reason of its conduct, to wit: the difference between
the said aggregate principal sum of $77,000, with inter-
est at six per centum per annum from September ist,
1914, and the net proceeds to be realized by the said
Guarantee Trust Company from the sale of the bonds
and mortgages held by it as trustee, as aforesaid, or
fiom the foreclosure and sale of the premises covered
by the mortgages aforesaid.

4- That the defendant, the Guarantee Trust Com-
pany, pay the complainant’s costs, and that out of the
trust fund administered by it there be paid to the
solicitor of the complainant a counsel fee of five hun-
(" dollars, and your petitioner humbly appeals from
that part of the decree of the Chancellor which decrees
as afoiesaid on the ground that the same is erroneous
for that under the law and the evidence there is no
justification for the making of such decree; that the
appellant was not guilty-; that the appellant did not
transcend its powers as decreed, nor did it do the acts
decreed against it; the bill should have been dismissed.

Your petitioner therefore prays that the said decree
of the said Chancellor may be in the particulars afore-

That the defendant, the Guarantee Trust Com-
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said reversed, set aside and for nothing holden, and
that your petitioner may have such relief in the premises
& to this honorable Court shall seem meet.

C. L. Cole ,
Solicitor of Appellant.
C. L. Cole,

Of Counsel with Appellant.

New Jersey Court of Errors and Appeals.

Betw een
George Conover,
Complainant,
AND
Guarantee Trust
Company, et al .,
Defendants.

ANSWER TO PETITION OF APPEAL.
{Filed May 28, 1918.)

The answer of George Conover, the above-named
respondent, to the petition of appeal of the Guarantee
Trust Company.

George Conover, not acknowledging all or any of the
matters which in the said petition of appeal are con-
tained, to be true, for answer thereto, nevertheless, says
and admits that a decree was, on March 4th, 1918,
made and entered in the Court of Chancery, in the cause
for that purpose mentioned in the said petition, as is
therein stated; but as to the substance and form there-
of, this respondent prays to refer thereto when the same
shall be produced. And this respondent is advised and

10
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believes, that the said decree is agreeable to equity and
he prays that the same may be affirmed, with costs to
be adjudged to the said George Conover.
Wm. M. Cleve nger,
Solicitor for and of Counsel
with George Conover,
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CROSS APPEAL.
In Chancery of New Jersey.

Between
George Conover,
Complainant,
AND -On Bill, &ec.
Guarantee Tru st Company
ET AL-,
Defendants.

NOTICE OF APPEAL.

The complainant, George Conover, hereby appeals
to the Court of Errors and Appeals, in the last resort
mall causes, from so much of the final decree in this
cause made on March 4th, 1918, as refuses to remove
the Guarantee Trust Company as trustee.

Wm. M. Clevenger,
Solicitor for and of
Counsel with Complainant.

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

Wm. M. Clevenger,
Of Counsel with Complainant.

10
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New Jersey Court oe Errors and Appears

Between
George Conover,
Complainant-Appellant,
AND "On Appeal.
Guarantee Trust Company
ET AR.,

10 Defendants-Respondents.

PETITION.

To the Honorable, the Court of Errors and Appeals,
in the last resort in all causes:

The petition of George Conover, the appellant in the
above-stated cause, respectfully shows that he finds
himself aggrieved by a final decree made in the Court
of Chancery by his Honor, Edwin Robert Walker,

20 Chancellor of the State of New Jersey, bearing date
March 4th, 1918, wherein he was complainant and the
Guarantee Trust Company, Trustee, and others, were
defendants, in this respect, to wit: that the said decree
adjudges that said Guarantee Trust Company be not
lemoved as trustee under the agreement of September
1st, 1911.

And your petitioner humbly appeals from that part
of the decree of the Chancellor which decrees as afore-
said upon the ground that the same is erroneous, and

30 for reasons alleges:

1. That the said Guarantee Trust Company, as such
trustee, permitted the land described in the bonds and
mortgages held by it as trustee for the benefit of the
complainant and others, to become in arrear for taxes,
interest and principal, without foreclosing the same,
although it had funds in its hands with which to pro-
ceed, and at the same time was protecting itself against
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like loss upon like bonds and mortgages by foreclosing,
collecting and otherwise disposing of same.

2 That the said Guarantee Trust Company, on
March s5th, 1915, knowing the West Jersey Mortgage
Company to be in failing circumstances, took from it
its most valuable asset and used the proceeds from the
purchase to pay itself $54,000.00 due it on notes at a
time when as such trustee for the complainant and
others it was neglecting to foreclose bonds and mort-
gages held in trust and upon which there were large
arrearages for taxes, interest and principal and while
it was individually disposing of bonds and mortgages
of like character.

3. That the said Guarantee Trust Company certified
$67,000.00 of collateral bonds under the said agree-
ment as being secured by assigned bonds and mort-
gages when in truth and in fact it had no such bonds
and mortgages in its possession as trustee.

4. That the said Guarantee Trust Company neglected
to require the Ventnor Syndicate to deposit securities
to take the place of those unlawfully accepted or where
the values had been impaired.

5 That the said Guarantee Trust Company refused
to foreclose the bond and mortgages for nonpayment
of interest, principal and taxes as required to do by the
trust agreement.

6. That the said Guarantee Trust Company permitted
the Ventnor Syndicate to withdraw a $2,000.00 bond
and mortgage from the trust fund at a time when to its
knowledge the said Ventnor Syndicate was in default
for taxes, principal and interest.

7 That the said Guarantee Trust Company ne-
glected, failed and refused to perform the duties im-
posed upon it by the trust agreement of September 1st,
1911

Your petitioner therefore prays that the said decree
of the said Chancellor may be, in the particular afore-
said, reversed, set aside and for nothing holden.

45 con
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And that your petitioner may have such relief in the
premises as this honorable Court shall seem meet.
Wm. M. CeEvenger,
Solicitor for and of Counsel with Complainant

Service acknowledged.
C. L. Cole,
Solr. Defft.

10
New Jersey Court oe Errors and Appeals.

Between
George Conover,
Complainant-Respondent,
AND
Guarantee Trust Company,
Trustee, etc., et al .,

D efendants-Appellants.
20

ANSWER TO CROSS-PETITION.

The answer of the above-named respondent to the cross-
petition of appeal of George Conover:

This respondent not acknowledging any of the mat-
ters which in the said petition of appeal are contained
to be true, for answer thereto notwithstanding says and
admits that a decree was made and entered in the Court

3q of Chancery in the cause for that purpose mentioned
in the petition as therein stated. And this respondent
is advised and believes that the said decree in the re-
spect to which the appellant George Conover appeals
is agreeable to equity, and it prays that the same may
in such respect be affirmed with costs to be adjudged

to this respondent on the appeal of the said Conover.

C. L. Cole,
Solicitor and of Counsel with
Guarantee Trust Company.
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NEW Jersey Court of Errors and Appeals.

Between
George Conover,
Complainant-Appellan,
AND On Appeal,
Guarantee Trust Com- i
pany ET AL.,
Defendants-Respondents.

notice of argument.
To the within-named defendants-respondents:

Take notice of the argument of this cause before the
Court on the opening day of the June Term, 1918, or
as soon thereafter as the same may be reached.

Wm. M. Clevenger,

June 5th, 1918. Solicitor for Comp’t.

Service acknowledged.

C. L. Cole,
SoI'r for Deft.






SCHEDULES TO BILE. I

SCHEDULE A TO BILt.

This Agre eme nt , made this first day of September,
in the year of our Lord one thousand nine hundred and
eleven, by and between the

VenTnor Syndicate, a corporation under and by
virtue of the laws of the State of New Jersey, herein-
after termed the “Company,” party of the first part,
and the

Guarantee Trust Company, Trustee, of Atlantic
City, New Jersey, also a corporation under and by virtue
of the laws of the State of New Jersey, and having
power to execute the trust hereby created, and herein-
after termed the “Trustee,” part of the second part,
and the

West Jersey Mortgage Company, also a corpora-
tion under and by virtue of the laws of the State of
New Jersey, hereinafter termed the “Guarantor,” party
of the third part, witnesseth that,

Whereas, the Company in pursuance of the powers
conferred upon it by the law under which it is organ-
ized, has determined to issue its guaranteed collateral
bonds, as hereinafter set forth, and to secure the same
by assignment to and deposit with the Trustee of bonds
and first mortgages, and

Whereas, the Trustee for itself and its successors
has accepted and agreed to perform the trust hereby
created, and

Whereas, the Guarantor for itself and its successors
has agreed to guarantee the payment of the principal
and interest of said bonds, and

Whereas, the said Guaranteed Collateral Bonds are
tobe issued in denominations of Five Hundred or One

housand Dollars each, and are to be in the following
form, namely:
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UNITED STATES OB AMERICA.
$1000 $1000
No. No.
VENTNOR SYNDICATE.
ATLANTIC CITY, NEW JERSEY.
SIX PER CENT. GUARANTEED COLLATERAL GOLD BOND
TOTAL ISSUE $200,000.

For value received, Ventnor Syndicate, a corporation
of the State of New Jersey, promises to pay to the
Guarantee Trust Company, a corporation of the said
State, or to the registered hold hereof, one thousand
dollars, in gold coin of the United States of America,
of or equivalent to the present standard of weight and
fineness, which said sum the said Company agrees to
pay at the office of the Guarantee Trust Company in
Atlantic City, New Jersey, on the first day of Septem-
ber, which will be in the year nineteen hundred and
fourteen, with interest thereon at the rate of six per
centum per annum, payable in like money half-yearly
on the first days of March and September in each year
at said office, to the registered holder hereof. In case
default shall be made in such payment of interest on
any of the bonds of this series and shall continue for
the period of thirty days, the principal of this bond shall
then become due. This is one of a series of bonds of
the denominations of One Thousand Dollars ($1,090)
or Five Hundred Dollars ($500), all of like tenor and
effect, except as to the sum secured to be paid thereby,
amounting in the aggregate to Two Hundred Thousand
Dollars ($200,000) and may be paid at the option of
the said Ventnor Syndicate at any time upon payment
to the trustee of the Principal of this bond, together
with all interest thereon to the date of such payment
and an additional sum equal to three months interest
on the principal sum of this bond, and the trustee s a
pay to the registered holder of this bond the amount s
collected by it upon presentation and surrender o
bond for cancellation. To secure the payment of this
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bond and all other bonds which constitute this series,
together with interest thereon, there have been assigned
to and deposited with the said Guarantee Trust Com-
pany, as trustee, bonds and first mortgages of a par
value of not less than the par value of the bonds of this
series outstanding and certified by the said trustee, to
be held in trust by the said trustee, and its successors,
for the benefit of the holders of the said bonds accord-
ingto a certain Trust Agreement between the said Vent-
nor Syndicate and the said Guarantee Trust Company,
trustee, and the West Jersey Mortgage Company, a
corporation of the State of New Jersey, dated the first
day of September, A. D. nineteen hundred and eleven.
This bond shall not become valid until the certificate
hereon shall be signed by the trustee.

This bond shall be registered by the first holder there-
of upon the books of the trustee and after such registra-
tion no transfer of this bond except upon the books of
the said Trustee will be valid. In zvitness zvhereof,
Ventnor Syndicate has caused these presents to be
signed by its President and attested by its Secretary
and its corporate seal to be affixed hereunto the first
day of September, A. D. nineteen hundred and eleven.

Ventnor Syndicate,
[seal.] By
H. H. Harris,
Attest: President.
Carlt on Godfrey,
Secretary.
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State oe New Jersey.

Ventnor Syndicate
Atlantic City, New Jersey
Six Per Cent. Guaranteed Collateral Gold Bond
$1000
Interest Payable
March 1st and September 1st.
Principal and Interest Payable
10 at the office of the
Guarantee Trust Company
in
Atlantic City, New Jersey.
Trustee’s Certificate.

It is Hereby Certified that the within bond is one of
the Guaranteed Collateral Bonds of Ventnor Syndicate,
all of like tenor and effect, and in denominations of
One Thousand or Five Hundred Dollars each, amount-
ing in the aggregate to Two Hundred Thousand Dol-

20 lars ($200,000), described in the agreement therein
mentioned.
Guarantee Trust Company,
Trustee.
By Herman M. Syph Erd,
Trust Officer.

Notice: No writing on this bond, except by an officer
of the Trustee.

In Whose

30 Date of Registry Name Registered Registrar

October 13,1911 John W. Ingersoll Guarantee Trust
Company

By Herman M. Sypherd
Trust Officer

March 4,1912 George Conover Guarantee Trust

Company

By Herman M. Sypherd,
Trust Officer.
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NO GUARANTY.

The West Jersey Mortgage Company, a corporation
of New Jersey, in consideration of One Dollar to it
paid by the Ventnor Syndicate, the receipt whereof
is hereby acknowledged, does hereby guarantee to the
registered or other legal holder of the within bond:
First : Payment at the office of the trustee on the first
days of March and September of each year, until the
principal sum thereof is paid, of the sum of Thirty Dol-
lars, being the interest due on said loan upon said bond.
Second: Payment at the office of said trustee of the
principal sum mentioned in said bond on or before the
first day of September, nineteen hundred and fifteen.
In witness whereof, the West Jersey Mortgage Com-
pany has caused these presents to be signed by its Presi-
dent, attested by its Secretary, and sealed with its cor-
porate seal, this first day of September, A. D. nineteen
hundred and eleven.

The West Jersey Mortgage Company,

[seal.] By Carlton Goderey,
Attest: President.
W. B. Bell,
Secretary.

Now, therefore, in consideration of the premises
and the sum of One Dollar paid by the Company to the
Trustee, and the further sum of One Dollar paid by the
Company to the Guarantor, the receipt of which sums
is hereby acknowledged on the part of both the Trustee
and the Guarantor, and in order to secure the due pay-
ment of the principal and interest of the Company’s
Guaranteed Collateral Bonds, issued and to be issued,
as hereinafter provided, to an amount not exceeding
tuo hundred thousand dollars ($200,000), the said
Trustee for itself and its successors hath accepted, and
doth hereby accept, and hath agreed and doth hereby
agree, to perform the trust hereby created in accordance
with the provisions of this agreement, and the Guaran-

2q
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tor hath agreed, and doth hereby agree, to guarantee
the payment of the principal and interest of said bonds
issued and to be issued as in this agreement provided
and it is further mutually agreed between the parties
hereto:

1. That the term “Company’s Bond” when used in
this instrument shall be taken to mean all the Guaran-
teed Collateral Bonds, issued by the Company and cer-
tified by the Trustee as herein provided, and no others.
The term “Bondholder” when used in this instrument
shall be taken to mean the holder of any one of the
“Company’s Bonds.” The term “Trust Fund” when
used in this instrument shall be taken to mean and in-
clude all the property of what kind so ever which from
time to time the Trustee shall hold as security for the
payment of the “Company’s Bonds.” The term “value”
when referring to the securities in said Trust Fund shall
be considered to be the value as last appraised by the
Guarantor in the manner hereinafter provided. When-
ever the plural is used in this instrument it shall be con-
strued to include the singular if the context so requires.

2. That Ventnor Syndicate, a corporation of the
State of New Jersey, party of the first part, has granted,
bargained, sold, assigned and set over and by these pres-
ents doth grant, bargain, sell, assign and set over unto
the Guarantee Trust Company, also a corporation of
the State of New Jersey, party hereto of the second
part, all the bonds and first mortgages set forth and
described in the Schedule hereto annexed and which
forms a part of this instrument, and bears even date
herewith, and is identified by the certificate of the Trus-
tee and of the Company, it being the intention of the
Company to assign and set over said bonds and mort-
gages to the Trustee fully and effectually not only bv
these presents but also by a separate instrument of
assignment of each of the said bonds and mortgages.

3. That inasmuch as at the time of the execution and
delivery of these presents the Company may not desire
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to issue all the said Guaranteed Collateral Bonds, and
to transfer and assign to the Trustee bonds and mort-
gages or other securities to the full contemplated amount
of two hundred thousand dollars ($200,000), it is
agreed that from time to time hereafter the Company
may issue its said bonds and assign to the Trustee bonds
and first mortgages until the amount of tzvo hundred
thousand dollars ($200,000) in value of such bonds and
mortgages is made up, and that as the said bonds' and
mortgages are assigned and delivered to the Trustee,
they shall be entered in the Schedule hereto attached,
and shall form a part of the Trust Fund hereby created,
and shall in all respects be subject to the provisions of
this agreement with like force and effect as if thev and
the particulars thereof had been entered in said Sched-
ule at the time of the execution and delivery hereof,
and as if such bonds or mortgages had then been as-
signed and delivered to the Trustee. The Trustee shall
be under no obligation to record this instrument or the
assignment of any of the bonds and mortgages consti-
tuting the Trust Fund at any time unless and until any
default shall be made on the part of the Company in
the payment of interest on the Company’s bonds, or
any of them, or unless and until in its judgment the
protection of the bondholders shall require such action
onits part. The trustee shall have and hold such bonds
and mortgages upon the trust hereby created, namely,
for the equal pro rata benefit and security of the bond-
holders without any preference or priority to any one
bond over another, by reason of priority in time of
issue or negotiation thereof, or otherwise, and to secure
the payment of each of the said bonds, together with
the interest thereon, and for all the other uses and pur-
poses, and upon the terms and conditions herein de-
dared and expressed.

4. That the Company’s Guaranteed Collateral Bonds
seaured hereby may be issued from time to time as shall
) desired by the Company, but at no time to exceed
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in the aggregate the sum of two hundred thousand dol-
lars ($200,000). At the time of the presentation of
any of said bonds to the Trustee for certification, there
shall be delivered to the Trustee a request in writing
signed by the President of the Company, certified under
the seal of the Company, requesting the Trustee to cer-
tify and deliver to the Company or its nominee a speci-
fied amount of such bonds, together with such number
of said bonds as the Company desires to be certified for
issue, and bonds and first mortgages equal in value to
at least the par value of the bonds so to be issued, to-
gether with properly executed instruments of assign-
ment thereof to the Trustee. Upon the receipt thereof,
the Trustee shall permit the Company to enter said
bonds and mortgages in the annexed schedule as herein-
before provided or shall itself make such entry and shall
forthwith certify the bonds so presented to it for certi-
fication and deliver the same to the Company for issue.

5. That in case the Company shall, for any reason

deem it necessary to take any proceedings for the col-
lection by foreclosure or otherwise, of any bond and
mortgage belonging to the Trust Fund, the Company
shall forthwith substitute bonds and first mortgages, of
equal value, and shall assign and transfer the same to
the Trustee to be held as part of the Trust Fund, and
shall thereupon be entitled to the delivery- to it of the
bond and mortgage which is so to be collected. In case
the Trustee shall deem it necessary for the security of
the bondholders that any bond and mortgage, the inter-
est upon which has been in default for a period of not
less than thirty days, or the taxes upon the property
covered by which have been unpaid, for a period of not
less than sixty days, shall be collected by foreclosure or
otherwise, and Trustee shall give notice to the Company
in writing requiring it to substitute for each bond and
mortgage, cash or bonds and first mortgages, of an
equal value, and in case the Company shall fail for
twenty days after the service upon it of such notice to



SCHEDULES to bile. 9

make such substitution, then and in that case it shall
be the duty of the Trustee through its officers, agents
or attorneys to proceed with the collection of the bond
and mortgage so in default by foreclosure or otherwise,
or to sell the property covered by it according to law,
and to collect the proceeds of such sale and place the
sanme, less the expenses of such foreclosure, in the
Trust Fund, and if the Trustee shall deem best, it may
purchase the said property at such sale and take title
thereto in its own namfe, or in that of an agent, but the
Trustee shall be under no obligation to make such pur-
chase unless provided with all cash necessary to be paid
on such sale, with full power to the Trustee, through
its officers, agents or attorneys, in its or their discre-
tion, to grant from time to time reasonable postpone-
ments of the foreclosure or sale of said property. If
upon the foreclosure or other collection of any such
bond and mortgage, the Trustee shall become the pur-
chaser of the property covered thereby, it shall forth-
with certify to the Company the price at which it was
purchased, including all expenses incidental thereto, and
the Company shall within fifteen days thereafter pay to
the Trustee such price and expenses, with interest, and
shall be entitled to receive a conveyance from the Trus-
tee of said proprty, such price to be paid by the Com-
pany either in cash or in bonds and mortgages of an
equal value.

Whenever and as often as there shall be in the hands
of the Trustee cash belonging to the Trust Fund, the
Company shall have the right to have such cash paid
to it upon transferring and assigning to the Trustee
bonds and first mortgages equal in value to the am'ount
of such cash.

So long as the Company shall not be in default under
any provision of this agreement, it shall be entitled to
uceive from the Trustee, if and when collected, all

income from the bonds and mortgages comprising the
Trust estate.

10
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6. That upon the collection by the Trustee of any
bond and mortgage forming part of the Trust Fund,
the Trustee may, unless the Company shall within thirty
days from the time when the amlount of such collection
shall have been received by the Trustee, assign to and
deposit with the Trustee bonds and mortgages, equal
in value to the amount of such collection, proceed to
invest the amount so collected in bonds and first mort-
gages, such bonds and mortgages shall thereupon be-
come a part of the Trust Fund. If upon collection by
the Trustee of any bond and mortgage, the amount
realized shall be less than the amount of principal
and interest due upon said bond and mortgage at the
time of such collection, the Company agrees to deliver
to the Trustee additional bonds and first mortgages
duly assigned to the Trustee, in an amount equal in
value to the amount of such deficiency.

7. That the Company may, if it soielect, from time
to time, withdraw any of the bonds and mortgages be-

20 longing to the Trust Fund, provided that upon such

withdrawal it shall deliver to the Trustee either cash
equal in amount to the bonds and mortgages so with-
drawn or other bonds and first mortgages of an equal
value.

In case of the withdrawal of any such bond and mort-
gage the Trustee shall re-assign the same to the Com-
pany and the fact of such withdrawal shall be entered
upon the Schedule hereto annexed, and such other en-
tries shall from time to time be made therein as may

30 be required to the end that the said Schedule shall at

all times show in what manner the Trust Fund is con-
stituted.

8. That all bonds and mortgages assigned and trans-
ferred by the Company to the Trustee as hereinbefore
provided shall be accompanied by a policy or policies
issued by the West Jersey Title and Guaranty Com-
pany, or some other corporation organized under the
laws of the State of New Jersey for the purpose of in-
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suring the titles to real estate, guaranteeing that the
said mortgages are a valid and prior lien upon the
premises covered thereby. All bonds and mortgages
assigned and transferred by the Company to the Trus-
tee to constitute the Trust Fund herein provided, shall
be accompanied by a written appraisal of value to be
made and certified to by the Gaurantor, and this value
so appraised shall be accepted by said Trustee as a basis
for certification of bonds as provided in Paragraph 4
and such securities shall be entered in the Schedule as
of such value; provided that the Guarantor may at any
time re-appraise such bonds and mortgages, and cer-
tify the same to the Trustee, and thereafter such last
appraisal shall be considered the value to be given such
bonds and mortgages in carrying out the provisions of
this agreement. It shall be no part of the duties of the
Trustee to make investigation concerning nor shall it
be responsible for the validity, nature or actual value of
the bonds and mortgages so assigned to it, nor shall it be
answerable except for the due certification as afore-
said of the Company’s bonds issued hereunder and for
the custody and disposition of the Trust Fund.

9. That in case the Company shall make default in
the payment of any interest upon any of the Company’s
Bonds, such payment having been demanded at the
Trustee’s Office in Atlantic City, New Jersey, and in
case such default shall continue for thirty days after
such demand, then and thereupon the principal of all
the Company’s Bonds shall become immediately due
and payable.

10. That if default shall be made in the payment
of any part of the principal or interest of the Com-
pany's Bonds and payment thereof shall have been
demanded at the office of the Trustee in Atlantic City,
Aew Jersey, and in case the said default shall con-
tinue for thirty days after said demand, then and in
that case upon a requisition in writing signed by the
holder or holders of the (Company’s Bonds to an
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aggregate amount equal to twenty-five (25) per cent,
in value of the Company’s Bonds in this Series then
outstanding, or upon requisition of the Guarantor, and
upon proper indemnification of the Trustee for the
costs and expenses to be incurred by it, it shall be the
duty of the Trustee, upon thirty days’ notice in writing
to the Company to realize so far as possible by the
foreclosure or sale or other collection of the bonds
and mortgages which shall then constitute the Trust
Fund, the amount secured thereby and to apply the
amounts so collected to the payment of the principal
and interest then due upon ithe Company’s Bonds
equally pro rata, and if the amounts so realized are
not sufficient to pay the full amount then due for
principal and interest upon the Company’s Bonds, then
outstanding in said series, the Trustee shall, upon
further reasonable indemnification, take proceedings
to collect from the Company said deficiency. The
Trustee shall have full discretion as to the time and
manner in which it shall proceed for the collection of
the amounts secured by the Trust Fund, or the sale
of any bonds and mortgages therein, and said Trustee
shall not be liable either to the Company or to the
bondholders for anything except lack of good faith or
of ordinary care therein.

And the Company hereby agrees that it will, upon
demand, pay to the Trustee any and all reasonable ex-
penses which it may, as provided in this instrument
incur, for the payment of which it may become liable,
in the performance of any of its duties as such Trustee.

11. That it is mutually agreed by and between the
parties hereto that upon the payment of the principal
and interest due upon all of the Company’s Bonds and
delivery thereof to the Trustee for cancellation, and
upon the payment to the Trustee of all expenses of the
Trust, the Trust Fund shall be delivered and re-
assigned and conveyed by the Trustee to the Com-
pany or its nominee discharged of this trust. If at
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any time the Company shall pay or retire any of the
bonds secured by this instrument and shall surrender
the same to the Trustee for cancellation, the Company
shall be entitled to withdraw from the Trust Fund any
bonds and mortgages of a value equal to the Com-
pany’s Bonds so surrendered by it.

When the Company has once issued the Company’s
bonds to the amount of two hundred thousand dol-
lars (200,000), it shall issue no further bonds to be
secured hereby, notwithstanding that it may have paid
and retired as hereinafter provided some of the Com-
pany's Bonds constituting the said amount of two
hundred thousand dollars ($200,000).

10

12.  That the Trust Fund shall at all times consist

of Bonds and first mortgages or of bonds and mort-
gages and cash of a value equal to the par value of the
Company’s Bonds then outstanding, and the Company
hereby agrees that upon demand by the Guarantor it
will at any time pay into the Trust Fund "cash, or
assign to the Trustee bonds and first mortgages which
shall equal in value any deficiency which may exist,
and upon its failure so to do, within a reasonable time
to be determined by the Guarantor, the Trustee shall
upon the written order of the Guarantor, sell or other-
wise dispose of any or all bonds and mortgages in the
Trust Fund in such manner as it, the Trustee, shall
deem best; and in such event the said Trustee shall
not be liable to the Company, the Guarantor or the
bondholders for any depreciation of said bonds and
mortgages between the time of receiving such orders
to sell and the time of sale, or for any other act by it
done in the premises in good faith, and with ordinary
care. On the other hand whenever the value of the
trust Fund shall exceed the amount of the par value
of the Company’s Blonds then outstanding, the Company
shall have the right to demand and receive from the
trustee cash or any of tne Bonds and mortgages be-

gging to the Trust Fund equal in value to the amount
of such excess.

20
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13. That it is further mutually agreed by and be-
tween the parties hereto, and it is hereby declared to
be a condition upon which the Trustee, and its succes-
sor or successors in the trust, hereby created, have
assented to these presents and accepted this Trust,
that the said Trustee, or its successor or successors,'
shall not be held responsible for persons employed by
it, or them, not being part of its or their staff! of officers
or employees in its or their office in the City of Atlantic
City, provided such persons have been selected with
reasonable care, nor shall the Trustee be liable for any
mistake of judgment or mistaken exercise of discretion,
and in all cases the Trustee shall be authorized to pay
such reasonable compensation as it shall deem proper
to the attorneys or agents whom it may reasonably
employ in the operation of the Trust.

14. That it is further mutually agreed by and be-
tween the parties hereto that the Trustee, its successor
or successors, may resign the Trust hereby created and
be discharged from all duties hereunder, upon giving
sixty days’ notice in writing to the Company, or upon
such similar notice as the Company may accept as suf-
ficient, such resignation, however, not to take effect
until a successor Trustee shall be appointed, which ap-
pointment shall be made by the Guarantor within said
period of sixty days. Such successor Trustee shall in
all cases be a Trust Company incorporated under the
laws of the Sitate of New Jersey, and having its prin-
cipal place of business in the City of Atlantic City.

15 It is expressly covenanted and agreed between
the parties hereto that in the event of the payment of
any sum or sums of money by the Guarantor under its
guaranty, that then such sum or sums shall be immie-
diately due and payable from the Company to the Guar-
antor, and the Company agrees forthwith to pay any
such sum or sums, and in addition thereto the Guarantor
shall be immediately subrogated to any and all rights
of the Company in the Trust Fund, and all payments
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from the Trust Fund, either of income thereon or prin-
cpal thereof, which under this agreement would be-
cone payable to the Company from the Trustee shall
thenceforth be paid by the Trustee to the Guarantor
instead of to the Company, until all such payments so
made by the Guarantor shall have been repaid to said
Guarantor in full, together with legal interest on all
such sums so advanced, but nothing in this paragraph
contained shall affect the rights of the bondholders in
the Trust Fund.

16. And the Company further covenants and agrees
with the Trustee and its successors, that the Company
will at all times hereafter, and as often as requested by
the Trustee execute, acknowledge and deliver all such
instruments of assignment or conveyance or transfers
in the law for the better assuring unto the said Trustee
the title to the bonds and mortgages and other securi-
ties hereinbefore mentioned, assigned by this instru-
ment, or agreed to be so assigned, as by the said Trus-

tee, or its counsel learned in the law shall be reasonably ;

advised, devised or required.

17. And the Trustee further covenants and agrees
with the Company, for itself and its successor or suc-
cessors, that it will do everything which may be rea-
sonably necessary to carry out all the provisions of this
agreement, and to effectuate the rights of the Company
and of the bondholders respectively.

In witness whereof, the said Ventnor Syndicate, and
the said Guarantee Trust Company and the said West
Jersey Mortgage Company have caused these presents
to be signed by their respective Presidents and sealed
with their respective corporate seals, duly attested by

10
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their respective secretaries on the day and year first
above written.

[seal.] Ventnor Syndicate,
Attest : By H. G. Harris,
Carlton Godfrey President.
Secretary.
Guarantee Trust Company,
Attest : By Carlton Godfrey,
C. W. Jeffries, President.
Secretary.
West Jersey Mortga ge Company,
Attest : By Carlton Godfrey,
W. B. Bell, President.
Secretary.

State of New Jersey,
Atlantic County,

Be it remembered, that on this eleventh day of Oc-
tober, in the year of our Lord, one thousand nine hum-
dred and eleven, before me, the subscriber, a Master
in Chancery of New Jersey, personally appeared Wil-
liam BL Bell, who being by me duly sworn on his
oath saith that he is the Secretary of West Jersey Mort-
gage Company, one of the parties mentioned in and
who executed the foregoing instrument, and that Carl-
ton Godfrey is the President; that deponent knows the
comnion or corporate seal of said West Jersey Mort-
gage Company, and that the seal annexed to the fore-
going instrument is such common or corporate seal;
that the said instrument was signed by the said Presi-
dent and the seal of said West Jersey Mortgage Com-
pany affixed thereto in the presence of deponent; that
the said instrument was signed, sealed and delivered
as and for the voluntary act and deed of said West
Jersey Mortgage Company for the uses and purposes
therein expressed, pursuant to a resolution of the Board
of Directors of said West Jersey Mortgage Co.; and
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a the execution thereof this deponent subscribed his
nare thereto as witness.
William; B. Bell.

Sworn and subscribed the day and year aforesaid.
H. Starr Giddings,
M. C C. of N. J.

State oe New Jersey, r
Atlantic County, / 10
Be it re member ed , that on this eleventh day of Oc-
tober, in the year of our Lord, one thousand nine hun-
dred and eleven, before me, the subscriber, a Master
in Chancery of New Jersey, personally appeared Carl-
ton Godfrey, who being by me duly sworn on his
oath saith that he is the Secretary of Ventnor Syndi-
cate, one of the parties mentioned in and who executed
the foregoing instrument, and that Howard G. Harris
is the President, that deponent knows the common or
corporate seal of said Ventnor Syndicate and that the 20
seal annexed to the foregoing instrument is such com-
mon or corporate seal; that the said instrument was
signed by the said President and the seal of said Vent-
nor Syndicate affixed thereto in the presence of depon-
ent; that the said instrument was signed, sealed and
delivered as and for the voluntary act and deed of said
Ventnor Syndicate for the uses and purposes therein
expressed, pursuant to a resolution of the Board of Di-
rectors of said Ventnor Syndicate; and at the execu-
tion thereof this deponent subscribed his name thereto 30
as witness.

(Jarlton Godfrey.

Sworn and subscribed the day and year aforesaid.
H. Starr Giddings,
M. C. C. of N. J.
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State oe New Jersey,
Atlantic County,

Be it remembered, that on this eleventh day of Oc-
tober, in the year of our Lord, one thousand nine hun-
dred and eleven, before me, the subscriber, a Master
in Chancery of New Jersey, personally appeared Charles
H. Jeffries, who being by me duly sworn on his
oath saith that he is the Secretary of Guarantee Trust
Company, Trustee, one of the parties mentioned in and
who executed the foregoing instrument, and that Carl-
ton Godfrey is the President; that deponent knows the
common or corporate seal of said Guarantee Trust
Company, and that the seal annexed to the foregoing
instrument is such common or corporate seal; that the
said instrument was signed by the said President and
the seal of said Guarantee Trust Company affixed
thereto in the presence of deponent; that the said in-
strument was signed, sealed and delivered as and for
the voluntary act and deed of said Guarantee Trust
Company for the uses and purposes therein expressed,
pursuant to a resolution of the Bjoard of Directors of
said Guarantee Trust Company; and at the execution
thereof this deponent subscribed his name thereto as
witness.

Charles H. JeeerilS

Siworn and subscribed the day and year aforesaid.
H. Starr Gildings,
M. C. C. of N. J.
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SCHEDULE B TO BILL.

List of Registered bondholders of Ventnor Syndicate Coir
lateral Bonds, dated September 1,1911.

Name. Address. J Amount.
Cumberland National Bank ..Bridgeton, N. J......ccccevvrvvvirnvenvueennnn $5,000
Jon W. Ingersoll ................. 711 N. Ohio Ave., City ....ccccccvevveennen. 5,000
West Jersey Title & Guaranty

Q0 et Camden, N. J..cccoccevvevverrer cevvervveneenels 20,500
Apollonia Schneider .............. 30S N. 3rd St, Phlla Pa ................. . 2.000
Christopher Schneider .......... e E e . 3.000
George CONOVeEr .......cceeenenee. Bridgeboro, N. J...cccccevvvveeveenreennnnne 3.000
Jom W. Hudson .................. P. O. Box 252, City ..cccceevveeernene 1.000
Mary R Lippincott,............... c/o Joseph Kaighn, 3rd & Market 2.000

Sarah N. Lippincott............. Sts., Camden, NI J.....ccccovereue cuenne. 1.000
Kate T. Bower............... e DO 1.000
Georgia F. Neumayer............ DO e 1.000
Grace K. Weatherby ............ Hackensack, N. J....cocoeevieeviiniennennnenne 1.000
Alice B. Longworth .............. 920 N. 63 St., Phila,, Pa.................... 2,000
Margaret Cooke .......... ceeeenee Melrose Hall, City ......cccceveevvreveennen. 1.000
Martha M. McKee................. 53 LaClede Place, City ......ccccceeun... 1000
William G Saalmann............ Egg Harbor City, Nl J....ccccocevvirnnnee. 1.000
Pauline Rupprecht ........ ,....3032 Fontain St., Phila., Pa................ 1.000
Lizzie QUIZE ..ccvvevevvrerverereerene DO e 1.000
Joseph Lavina........cceceeeueenee. No. Carolina below Atlantic ............. 1.000
Benjamin G. Carll ................. c/o Jos. Kaighn, Camden ............ . 1,500
Stephen Oberst ........ccceenennee. Egg Harbor City, N. J...cccecuvrvenenee. 4.000
FEmily Minerd ........cccccevennee. 14 So. Maryland Ave., City ............... 5.000
Lena E Deppe .ooeecveeecveeennnnns Pomerania, N. J....ccccoeeveer vvevcveeennnnn. 1.000

Forwarded $65,000

Hemry D. Grant .......cccceeueenee c¢/o C. J. Adams Co., City ......ccc....... 1,000
Frederick Thoms ............. ... Egg Harbor City, N. J.cceeveveveeerenene 1,000
Alice Nuskey ......ccceeveennennen. 1201 Fillmore St., Phila.  ......... 2,000
William T. Weeks ................ 616 N. Arkansas Ave., City .............. 3,000

Victoria Realty & Mtg. Co. ..3rd & Market Sts., Camden, N. J. ... 1,000

West Jersey Mortgage Co. ...Guarantee Trust Bldg., City ............ 2,000
Hamah L. Andrews .......... tc/o Jos. Kaighn, Camden, N. J............ 500
Gertrude Hollick .................. Parkside, Camden, N. J........... . 500
Gaoge L Gillingham........ .. c/o Jos. Kaighn, Camden, N. J........... 5°

(Mrs.) Myrtle R. Moyer __ 1419 Thompson St., Harrisburg, Pa... 500

Total $77,000






Schedule of mortgages deposited under Trust Agreement be-
tween Ventnor Syndicate and Guarantee Trust Company, Trus-
tee, dated September i, 1911 :

(Oct. ii/ii  Bond and mortgage, Ventnor Syndicate and Guarantee
Trust Compan* rustee, dated August 10 1911, cov-
ering lot 14, Block 108-A, on map of Ventnor Syndi-
cate property in and adjacent to Ventnor City, ........ $5,000
Oct. 12/11 Bond and mortg%ge, Ventnor ngndicate to Guarantee
Trust Company, Trustee, dated %ptember 1, 1911, COV-
ering lot 9, Block 9, in map of Ventnor Syndicate
property in and adjacent to Ventnor City, ................. 5,000
Dec. 27/11 Bond and mortgage, Ventnor Syndicate to Guarantee
Trust Company, Trustee, dated September 1, 1911, cov-
ering lot 7, Block 100-A, on map of Ventnor Syndi-
cate property in and adjacent to Ventnor Citys,.......... 5 >°%°
Two bonds and mortgages, $5000 each, Ventnor Syn-
dicate to Guarantee Trust Company,' Trustee, dated
September i, 1911, covering lots 7 and 14, Block 108-B,
on map of Ventnor Syndicate property in and adja-
cent 10 Ventnor City,....ccccevceerveeevenns coveervversveersnneronens 10,000
Six bonds and mortgages, $2,000 each, Ventnor Syn-
dicate to Guarantee Trust Company, Trustee, dated
September 1, 1911, covering lots 4, 5 6, 11, 12 and
13, Block 108-B, on map of Ventnor Syndicate prop-
erty in and adjacent to Ventnor City,.....cccceeeerruerunene 12,000
Mar. 12/12 Bond and mortgage, Vientnor %yndicate to Guarantee
withdrawn Trust Company, Trustee, dated March 1, 1912, cov-
10/16/14  ering lot 2, Block 82-B, on map of Ventnor Syndicate
property in and adjacent to Ventnor City,................. 2,000
May 16/12 Bond and mortgage, Ventnor Syndicate to Guarantee
Trust Company, Trustee, dated March 1, 1912, cov-
ering lot 16, Block 11, on map of Ventnor Syndicate
property in and adjacent to Ventnor City, ............... 5.000
Jure 3/12 Bond and moﬂga%e, Ventnor %yndicate to Guarantee
Trust Oompanly, rustee, dated March 1, 1912, cov-
ering lot 8 Block 12, on map of Ventnor Syndicate
property in and adjacent to Veintnor City, ................. 520°
Jure 15/12 Bond and mortgage, Ventnor Syndicate to Guarantee
Trust Company, Trustee, dated September 1, 1911,
covering lot 16, Block 12, on map of Ventnor Syndi-
cate property in and adjacent to Ventnor City,.......... 5>000
Juy n/12 Bond and mortga%e, Ventnor Syndicate to Guarantee
Trust Company, Trustee, dated March 1, 1912, cover-
ing lot 7, Block 86-A, on map of Ventnor Syndicate
property in and adjacent to Ventnor City, ................. 5>000
Sep. 2/12 Bond and mortgage, Ventnor Syndicate to Guarantee
Trust Company, Trustee, dated Sept. 1, 1912, covering
lot 13, Block 88-B, on map of Ventnor Syndicate prop-
erty in and adjacent to Margate City, ......cccccerveernuenne 2,000
6/12 Bond and mortgg{ge, Ventnor Syndicate to Guarantee
Trust Company, Trustee, dated Aug. 31, 1912, covering
lot 13, Block 88-A, on map of Ventnor Syndicate prop-
erty in and adjacent to Margate City,....ccccevueruenne . 2,000
Dec. 2/12 Bond and mortgage, Ventnor Syndicate to Guarantee
Trust Company, Trustee, dated Aug. 31, 1912, covering
lot 12, Block 88-A, on map of Ventnor Syndicate prop-
erty in and adjacent to Margate City, .......ccccereenuen. - 2,000



Dec. 3/12

21/12

21/12

io/ii/ii

Bond and mortgage, Ventnor Syndicate to Guarantee
Trust Cony ang, rustee, dated Aug. 31, 1912, covering
lot 5, Block 88-A, on map of Ventnor Syndicate prop-
erty in and adjacent to Margate City, ........cccoverueunnne
Bond and mortgage, Ventnor Syndicate to Guarantee
Trust Company, Trustee, dated Aug. 31, 1912, cover-
ing lot 11, Block 88-A* on map of Ventnor Syndicate
property-in and adjacent to Margate City...................

Bond and mort(%gge, Ventnor Syndicate to West Jer-
sey Mortgage Company, dated Aug. 31, 1912, cover-
ing lot 7, Block 88-A, on mﬁ) of Ventnor Syndicate
property in and adjacent to Margate City, assigned by
West Jersey Mortgage Company to Guarantee Trust
Company, Trustee, November 16, 1912,................. .
Bond and mortgage, Roebling Realty Company to
Ventnor Syndicate, dated November 12, 1912, covering
lot 14, Block 71-A, on map of Ventnor Syndicate proj
erty in and adjacent to Ventnor City, assigned by
Ventnor Syndicate to Guarantee Trust mpany,
Trustee, December 6, 1912,

and mortgage cov. lot 14, Block 108A
Vena”jL Syndicate,

West Jersey” *jtgage Co.

Bond and mortgagN"v. lot 16, Block 24, 1
Margate Park

Ventnor Syndicate

Guarantee Trust Co.
Trustee.

2000

2000

5000

5.000

5000

5000









