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DOCKET ENTRIES

PAUL BERMAN EDITH L. JOHNSON, a Stockholder of
The Afro-American Co., a body cor-
porate, on her own behalf and on
behalf of all other Stockholders
of The Afro-American Co., a body
corporate, who may come in and
contribute to the expenses of
this sult, and for the benefit
of The Afro -American Co., a body

corporate,
No. 30601-A vs.
HARRY 0, LEVIN
MARSHALL A. LEVIN CARL JAMES G. MURPHY,
» i DAVID W. ARNETT MURPHY ¥

GEORGE B. MURPHY, SR., and
JOEN H. MURPHY, JR.

15 Aug. 1950 = Bi1l of Complaint for Discovery and Accounting

and for an Injunction, etc. (1) and Plaintiff's
Exhibits Nos. 1 (2) 2 (3) 3 (4) & (5) 5 (6)
6 (7) 7 (8) 8 (9) 9 (10) 10 (11) 11 (12) 12 (13)
13 (14) 14 (15) 15 (16) & 16 (17) ra.

15 Aug. 1950 - Subpoena issued (18 Summoned as marked)

18 Aug. 1950 - Petition of Plaintiff for Authority to apply to
a Court in the District of Columbia for purposes
set forth herein, and Order of Court thereon
granting the game (19) rd.

18 Aug. 1950 - Notice to Take Depositions at 2 P.M. on Wednesday
the 30th day of August 1950 at office of Joseph A,
Cantrel, Esa., 729 Fifteenth St., N. W, Washington,
D, 6. (20) rda. (Copies mailed to Defendants)




¢~

18 Aug., 1950 -
7 Sep. 1950 -

16 Sep. 1950 -

Subpoena Duces Tecum (21) (Copy mailed)
Depositions of John Wesley Cromwell, Jr,, taken

at the office of Joseph A, Cantrel, Esq., 729
15th 8t., N, W, Washington, D, G,, before Lucius
V. Friedli, Notary Public (22) and Plaintiff's
Exhibits 1, 2 & 3 (23) 4, 5. & 6 (24) 7 (25)

8 &9 (26) 10 (27) 11 (28) 12 (29) 13 (30)

14 (31) 15 (32) 16 (33) 17 (34) 18 (35) 19 (36)

20 (37) 21 (38) 22 (39) and 23 (bo) fa.

Petition of Noah Murphj Thompson, Assent and Order
Court thereon directing the Clerk of this Court
deliver into possession of Charles W, Zimmerman,
Egg., Clerk of the United States District Court
for the District of Maryland, original of Plain-
tiff 's Exhibits through 6, 8 through 11 and 13
through 23, attached to Transeript of Depositions
of John W, Cromwell, taken August 30, 1950 (41)rd.
(Delivered to Charles W. Zimmerman, Esq., Raleigh
E, Stokes)

18 Sept. 1950 -Appearance of Defendants by Harry 0: Levin and

20 Sept.1950 -
20 Sept.1950 -

27 Sept.1950 -

5 0Oct. 1950 -

26 Oct. 1950 -

Marshall A, Levin and their Demurrer to the Bill
of Complaint (42) rd,

Motion for Hearing on Demurrer (43) rd.

Notice as to Hearing (44) fd. (Copy served on
Defendants' Solr.)

Petition of Afro-American Co. and Order Court
thereon directing Plaintiff show cause within
ten days (45) fd, Copy issued. (Served on

Paul Berman, Solr.)

Order Court Extend ing Time to Answer Petition of
Defendants for a period of fifteen days after
date of Show Cause Order, ete., (46) ra.

Answer of Edith L. Johnson to Petition of Afro-

American Co., a body corporate (47) ra.




30 Oct.

30 Oct.

25 Jan,

25 Jan,

5 Feb,

16 Febh,

16 Feb,

16 Feb.

L Apr,

3 May, 1951 -

1950

1950

1951
1951

1951

1951

1951

1951

1951

1951

Motion for Hearing on Petition of Afro-American
Co. and Answer thereto (48) fd.

Notice aes to Hearing (49) fd, Copy isesued,
(Served on Paul Berman, Solr.)

Motion for Hearing on Demurrer (50) fd,

Notice as to Hearing (51) fd. Copy issued.
(Served on Defendants' Solr,)

Petition of Afro-American Co. for leave to file
an Amended Petition and Order Court thereon grant-
ing the same (52) fd.

Amended Petition of Afro-American Co. and Order
of Court thereon, directing Plaintiff show cauge
within fifteen days (53) fd. (Copy malled to
Paul Berman, Solr.)

Angwer of Edith L, Johnson to Amended Petition of
Afro-American Co., a body corporate (54) fa,
Motion for Hearing on Petitiom of Defendants and
Answer thereto (55) fd.

Notice as to Hearing (56) fd. Copy issued.
(Served on Paul Berman, Solr, )

Order of Court directing Plaintiff file Bond in
the Penalty of $3,000.00 as security for Expenses
which may be incurred in this cause by the Afro-
American Co., etc., and Overruling Demurrer with
leave to file an Answer within fifteen days after
bond has been filed by Plaintiff (57) fad,

Appeal of Plaintiff to the Court of Appeals of
Maryland from Order of this Court dated April 4,
1951 (58) ra.

13 June 1951 - Testimony Taken in Open Court (60) fd.




BILL OF COMPLAINT
Filed 15th August, 1950

EDITH L, JOHNSON, a stockholder 3
of The Afro-American Company,
a body corporate, on her own

behalf and on behalf of all IN THE

other stockholders of The Afro- :

American Company, a body corporate, CIRCUIT COURT NO, 2
who may come in and contribute 3

to the expenses of this suit, OF

and for the benefit of :

The Afro-American Company, BALTIMORE CITY

2 body corporate,

1523 Druid Hill Avenue,

Baltimore, Md. 3
V.

CARL JAMES G. MURPHY,

DAVID W. ARNETT MURPHY, :
GEORGE B. MURPHY, SR., and

JOHN H. MURPHY, JR.,

628 N. Eutaw Street,

Baltimore, Md.

FRIORRXXXLRI X OO XXX LXK

TOU THE HONORABLE, THE JUDGE OF SAID COURT:

The Bill of Complaint of Edith L. Johnson, & stockholder
of The Afro-American Company, a body corporate, who brings this
suilt not only on her own behalf but also on behalf of all other
stockholders of the said The Afro-American Company, & bodv corpo-
rate, who may come in and contribute to the expenses of this suit
and for the benefit of The Afro-American Company, & body corporate,
respectfully shows unto your Honor:

La The object of this Bill of Complelnt is to secure an ac-
counting for wrongs committed against your oratrix as a stockholder
and against all other stockholders similarly situated, in The Afro-
American Company, by the defendants in theilr capacity as officers
and directors of sald company, and to secure such other and further
rellef as to the Court seems just.

2s The Afro-American Company is a corporation organized under
the Public General Laws of Maryland, having been incorporated on Au-
gust 7, 1907, a certified copy of its charter being filed herewith

and prayed to be taken as part hereof, marked "Plaintiff's Exhibit
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No. 1." The charter was amended February 24, 1923, the principal pur-
pose of said amendment being to reduce the number of directors from
seven to five, a certified copy of the amended charter beling also
filed herewith and prayed to be taken as part hereof, marked "Plain~
tiff's Exhibit No. 2."

3. The Afro-American Company is one of the largest publishers

of a weekly and semi-weekly Negro newspaper in the United States, 1is-

suing and distributing six editions on a weekly basis, namely, New

England, New York, New Jersey, Richmond, Philadelphia, and National
editions, and four editions on a semi-weekly basis, namely, a2 Red
Ster, Five Star, and Seven Star eédition, and the Washington Afro-Amer-
ican.

y, The capitalization of The Afro-American Company is $3,500.00
divided into 700 shares of the par value of $5.00 each. As of April
5, 1922, there were issued and outstanding 648 shares of capital stock
as shown by the following list of stockholders and number of sShares
held by each as of that date:

Name Date of Issue No. of Shares

John H. Murphy, Sr. Sept. 1, 1907 400
George B. Murphy 20
Daniel T. H. Murphy 20
John H. Murphy, Jr. 20
W. Ashble Hawkins

A. L. Gaines

Perry P. Clark

Charles Stewart

Lavenia Scott

George F. Bragg, JTr.

William H. Daly

Arnett Murphy 21, 1911

James Ward 31, 1911

Rose M. Murphy 6, 1911

Carl J. G. Murphy 28, 1917




5 Your oratrix has been a stockholder of The Afro-American
Company since June 28, 1921, by virtue of an order of the Orphans
Court of Baltimore City of that date directing the administrators
of the estate of William H. Daly, the father of your oratrix and
one of the organizers of The Afro-~American Company, to transfer to
your oratrix a two-thirds interest in 20 shares of sald company
owned by the said William H. Daly during his lifetime, a copy of
which order is filed herewith and prayed to be taken as part here-
of, marked "Plaintiff's Exhibit No. 3." In the same year your ora-
trix through an orel agreement acquired from her mother, Mary E.
Daly, title to the other one-third interest in said 20 shares, mak-
ing her the owner of all of said 20 shares of stock. On April 4,
1931, your oratrix transferred 4 of her said shares of stock in said
corporation to Warner T. McGuinn, and on the same date recelved =a
certificate from said company for 16 shares, 14 shares of which your
oratrix sold in 1933, and the remaining 2 of which she has held ever
since; that the corporation on January 19, 1934, issued to your ora-
trix a certificate for said 2 shares of stock which the defendants
have never delivered to her and which they now have in their posses-
sion.

6. On April 5, 1922, John H. Murphy, Sr., one of the founders
of the Afro-American papers, died in Baltimore, Maryland, leaving an
estate which included 400 of 648 outstanding shares in The Afro-Amer-
icen Company. His will bequeathed his 400 shares in trust to three
trustees; Daniel H. Murphy, who predeceased the testator, and de-
fendants John H. Murphy, Jr., and David W. Arnett Murphy, sons of
the testator, in trust, to the end that "the said trustees shall con-
tinue the business now conducted by the said Afro-American Company
and pay over the net proceeds from said business equally between Eva
S. Purdy, George B. Murphy, Harriett E. Gllbert, Martha Frances
Louise Murphy, M. Rose Oliver, Daniel H. Murphy, John H. Murphy, Jr.,
Carl James G. Murphy, David W. Arnett Murphy, and Noah Murphy Thomp-

son." The will further provided that the legal and equitable es-
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tates in the trustees should not merge. All the aforesaid named per-
sons other than Noah Murphy Thompson, who is the testator's grand-
chilld, are children of the testator. A copy of the will, executed
February 3, 1920, duly admitted to probate in the Orphans' Court of
Baltimore City on May 1, 1922, is filed herewith and praved to be
taken as part hereof, marked "Plaintiff's Exhibit No. 4."

T That from the time of the death of the father of the de-
fendants on April 5, 1922 until February 25, 1947, on which date the
said trust created by the will of John H. Murphy, Sr., deceased, by
decree of this Honorable Court in a collusive case therein pending,
filed by John H. Murphy, Jr. and David W. Arnett Murphy, two of the
defendants herein, filed against themselves and the other cestuis que
trust named in the aforesaid will of John H. Murphy, Sr., deceased,
entitled "John H. Murphy, Jr., et al., plaintiffs, v. John H. Murphy,
Jr., et al., defendants," (Docket 55-A, folio 386 (1946) ) was de-
clared terminated, the defendants by voting said stock left in trust
as aforesald gave them and made them the controlling interest in said
corporation. A copy of said decree is filed herewith and prayed to
be taken as part hereof, marked "Plaintiff's Exhibit No. 5." Before
sald trust was terminated as aforesaid the defendants, together with
their wives, some of their children, and & sister, on April 1, 1946,
entered into a voting trust agreement, a copy of which is filed here-
with and prayed to be taken as part hereof, marked "Plaintiff's Ex-
hibit No. 6," wherein the defendants were named as "voting trustees”
and wherein thev bound themselves to vote the stock mentioned in said
agreement, amounting to huglshares, as a unit for ten vears from said
date. The defendants at the time of the execution of said voting
trust agreement had and controlled title to some of the shares of
stock mentioned in said agreemént, but did not obtain title to 160
shares mentioned in said agreement until after the trust was termin-
ated as hereinbefore mentioned.

In order to further assure themselves of continued control

of the corporation, the defendants and other stockholders subject to
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their control on May 21, 1948, entered into an agreement providing
that no stock would be sold by them to any outsider unless before such
sale the shares had been offered to the company and the other stock-
holders. The defendant, Carl Murphy, President of The Afro-American
Company, announced that the purpose of the voting trust and stock

sale agreement was to keep the company within "its closed corporation.”
A copy of said stock sale agreement is filed herewith and prayed to be
taken as part hereof, marked "Plaintiff's Exhibit No. 7."

8. That from April 5, 1922 down to the date hereof, the defend-
ants had it within their exclusive power to dominate and control said
corporation and direct it as they saw fit, and by virtue thereof did
8o control and direct it, and the entire management of 1its business
has been in their hands. Filed herewith and prayed to be taken as a
part hereof, marked "Plaintiff's Exhibit No. 8" is a list of the num-
ber of shares held and controlled by each of the defendants, and the
dates on which they acquired said stock. Also filed herewlth and
prayed to be taken as part hereof, marked "Plaintiff's Exhibit No. 9"
is a list of all other stockholders of the company showing their re-
lationship to the defendaents and the number of shares held by each.

In 1948 the corporstion purchased 8 shares, in 1949 it
purchased 8-8/9 shares, and in 1950 one share held by an employee was
returned to the company, so that the total number of shares now out-
standing is 682-1/9.

9. That from April 5, 1922, the Adate of the death of John H.

Murphy, Sr., the father of the defendants, they have treated the prop-

erty and income of The Afro-Americen Company as thelr own and dilsre-
garded the rights of the minority stockholders and conspired to take
control of The Afro-American Company by acquiring as their personal
holdings the shares of other stockholders through the expenditure of
corporate funds without the payment of consideration by themselves in
order to despoil the corporate assets and to freeze out the interest
of your oratrix and other minority stockholders, and the defendants
did, in fact, wrest the control of the corporation from your oratrix
and other stockholders and pursuant to sald conspirecy committed the

wrongs hereinafter alleged. ?’
..5..




10. On June 13, 1922, after the death of John H. Murphy, Sr.,
the defendant, Carl Murphy, was elected President of the corporation,
George B. Murphy, Vice-President, and John H. Murphy, Jr., without
being formally elected displaced the secretary, Lavinia S. Henry,
who was not related to the defendants. The auditing committee of
stockholders, which before the death of John H. Murphy, Sr. contained
at least one shareholder not related to the Murphy femily, was abol-
ished after 1922 by order of defendant Carl Murphy, President, with-
out formal approval by the stockholders.

From the date of the incorporation of the company until the

death of John H. Murphy, Sr., except for the year 1915, the Board of Dir4

ectors of The Afro-American Company consisted of eight or‘more persons,

and at least one of the directors and one of the offlicers were not re-
lated to the defendants. On December 12, 1922, almost immedliately af-
ter the death of John H. Murphy, Sr., a Directors' Meeting was held,
which was attended only by the four defendants and at which 1t was re-
solved to amend the charter to reduce the number of directors and to
provide for a Board of Directors of only five members as hereinbefore
set out.

11. From 1923 to 1930, the four defendants and Mrs. Rose (Oliver,
a sister of the defendants, who lived in Brazil, Indiana, were elected
directors. She could not and did not give to the business and affairs
of the corporation the time and attention which a director should de-
vote thereto and, in fact, never attended any meetings. After Mrs.
Oliver's death in 1930, the four defendants were the sole directors
until 1936, when Mrs. Eva S. Purdy, another sister of the defendants,
who lived in Somerset, Pennsylvania, was added as a fifth member.
Mrs. Purdy, who was not a stockholder of the corporation, was elected
a director each year from 1936 to 1941, when she died. During that
period she also could not and did not give to the business and af-
fairs of the corporation the time and attention which a director
should devote thereto, and, in fact, she attended only two meetings

of the board, one on November 4, 1937, and the other on November 18,

1940.




From 1942 to 1946, inclusive, the four defendants were the
only directors, and there was no formal election of directors for
1946.

12. At present the Board of Directors is composed of three of
the defendants, Carl Murphy, D. Arnett Murphy, and John H. Murphy,
Jr., a son of George B. Murphy, Sr., two daughters of Carl Murphy,
two daughters of D. Arnett Murphy, two nephews of all the defendants,
end William I. Glbson, the managing editor of the Afro-American news-
paper, who is not a stockholder.

13. In esddition to being, in effect, the only directors from
1923 to 1947, inclusive, the defendants elected themselves the only
officers during that period. From 1922 to 1947, inclusive, the de-
fendants elected themselves officers of the company as follows:

Carl Murphy,
President;

D. W. Arnett Murphy,
Treasurer from 1922 to 1931;
Secretary from 1932 to 1937;
Vice~President from 1938 to 1946;
George B. Murphy, Sr.,
Vice-President from 1922 to 1937;
Secretary from 1938 to 1947;
John H. Murphy, Jr.,
Secretary from 1922 to 1931;
Treasurer from 1932 to 1947.
At the present time and since 1948, the officers are Carl Murphy,
President, D. Arnett Murphy, Vice-Presldent and Treasurer, and a
daughter of each of them act alternstely, every six months, as Sec~-
retary.
14, Since 1947, and up to the present time, the defendants,
Carl Murphy, D. Arnett Murphy, and John H. Murphy, Jr., constitute

the Executive Committee which has the exclusive power to and does

set salaries and has complete charge of the management of the busi-

ness of said company.
15. The Board of Directors has always been elected, controlled,

and dominated by the defendants who own a me jority of the stock of

said corporation, end who, as heretofore shown, have by a voting
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trust agreement agreed to vote their sald stock as a unit, by virtue
of the voting trust agreement hereinbefore referred to.

16. Commencing in 1922 the defendants conspired to acquire as
their personal holdings the shares of other stockholders and bene-
ficiaries of the trust of John H. Murphy, Sr., and the 52 shares of
stock which had been authorized by the charter of the company but had
theretofore been unissued, and did so acquire a large number of said
shares by the expenditure of corporate funds and without any payment
of consideration by themselves. In 1924 and 1925 the defendants 1l-
legally issued one share of stock to each of four employees of the
company for $5.00 per share, each of which shares was restricted as
follows: "Not Transferrable. To be held only while an emplovee of
the Afro-American and to be redeemed if for any reason he leaves ser-
vice at cost price of $5."

17. On April 4, 1931, the defendants issued to and divided among
themselves 48 shares of stock authorized but unissued, each of the de-
fendsnts recelving 12 shares apiece. The issuance of these shares was
unnecessary as a means to obtain further capital inasmuch a& The Afro-
American Company was fully capitalized with respect to the scale at
which it then operated. Your oratrix further alleges that the books
of the company show that the defendants pald no consideration for saild
shares. Your oratrix further alleges that the issuance of sald shares
to the defendants was in violation of the preemptive rights of the
plaintiff and of the other minority stockholders. Said 48 shares were
also issued illegally because there was no meeting of the Board of Di-
rectors regularly called for the purpose of authorizing the distribu-
tion of said stock to the defendants, and the stockholders never au-
thorized the issuance and distribution of said stock and were never
advised of same, and the fact that said stock was issued as aforesaid
was concealed by the defendants from the other stockholders.

18. On April 4, 1931, forty shares were acquired by The Afro-
American Company from Mrs., Eve. S. Purdy. The books of the corpora-

tion show that the amounts advanced to Mrs. Purdy and her husband

were charged to them as a loan and written off as a bad debt in 1945
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after Mrs. Purdy and her husband had both died. On April 4, 1931,
the said forty shares were divided equally among the four individual
defendants. Upon information and belief, plaintiff alleges that the

8aid individual defendants paid no consideration for the said shares.

19. On September 27, 1930, the defendants contend that The
Afro-American Company acquired 40 shares of stock from Noah Murphy
Thompson for the sum of $1,200.00. On information and belief, the
plaintiff alleges that the books of the corporation show that the
$1,200.00 advanced to Noah Murphy Thompson were charged to him as a
loan and written off as a bad debt. On April 4, 1931, the said 40
shares were divided equally among the defendants. Upon 1nformation
and belief plaintiff alleges the four defendants paid no consider-
ation for said shares.

20. On the dates hereinbelow indicated, the defendants, with-
out the knowledge or consent of the other stockholders, also divided
among themselves, without furnishing any consideration therefor, the
following listed shares which had been acquired from their previous
owners by the expenditure of funds of The Afro-American Company:

(2) On June 4, 1931, ten shares were purchased from the
estate of James A. Ward, at private sale by the corporation for
$600.00. Eight of them were equally divided among the individual de-
fendants. The remaining two were distributed to Clementine Knox and
John H. Murphy III as a "gift...for the sum of L$ (sic) and other
valuable consideration."” Plaintiff alleges that the sald two shares
were distributed as a gift, and that Clementine Knox and John M.
Murphy III, children of Daniel Murphy, deceased, a brother of the de-
fendants, paid no consideration therefor. Plaintiff further alleges
that the stock ledger of the corporation indicetes that the shares
were distributed as aforesald even before the date of the minutes of
the Board of Directors suthorizing the distribution.

(b) January 19, 1933, two shares acquired by the corpora-
tion from A. L. Gaines.

(¢) August 12, 1933, 14 shares acquired by the corpora-

tion from your oratrix for $810.00.

e




(d) July 5, 1934, two shares acquired by the corporation
from W. Ashbie Hawkins.

(e) November 19, 1937, four shares acquired by the cor-
poration from Warner T. McGuinn. (George B. Murphy, Sr. did not
participate in the division of these shares.)

(f) March 16, 1945, ten shares were transferred by Martha
Frances Loulse Murphy to D. W. Arnett Murphy. In consideration of
this transfer, the corporation charged off a debt of the said Martha
Frances Louise Murphy to the corporation in the amount of $1,376.10,
with interest for approximately ten years, thus paying the consider-
ation for the transfer to the said D. W. Arnett Murphy personally.

(g) From May 22, 1945 to October 18, 1946, Elizabeth 0.
Hood transferred fifty shares to Carl Murphy and Vashti Murphy, his
wife, in consideration of money advanced by the corporation.

v (h) April 3, 1947, the following transfers were made in
consideration of the extinguishment of a debt owed by the owners to
the corporation:

5 shares from Genesta Gilbert, wife of deceased

grandson of John H. Murphy, Sr., to Carl and

Vashti Murphy;

% share from Harry L. Gilbert, Jr., child of
Genesta Gilbert, to Carl and Vashtl Murphy;

14 shares from the said Harry L. Gilbert, Jr.
to D. W. Arnett Murphy and wife;

2 shares from Genesta Gilbert II, daughter of
Genesta Gilbert, to D. W. Arnett Murphy and wife;

2 sheres from George Gilbert, son of Genesta
Gilbert, to D. W. Arnett Murphy and wife.

21. From 1922 to date, the defendants have drawn eXcessive
salaries and bonuses. All of the said defendants (except George B.
Murphy, Sr., who was assigned no duties) performed duties from time
to time in the editorial, printing, and circulation departments, and
in the composing room and business office. However, not only dld the
said defendants draw fully compensatory salaries each week for their
work incident to the operstion of the business, but in addition, be-
ginning with the year 1926 they also drew unreasonably large vearly

salaries and illegal bonuses for acting as officers and directors of
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the corporation, which yearly salaries and bonuses were set by the
defendants at the end of each year, after the defendants determined
the approximate amount of the net earnings of the company and which
salaries and bonuses were set at such an amount as to syphon off
practically all the profits earned each year by the corporation.

22. The minutes of the stockholders'! meetings show that the
statements submitted to the stockholders of the profits for each
year from 1922 to date 4id not disclose the fact that the sald de-
fendants were drawing weekly salaries as well as yearly salaries and
bonuses as officers and directors. The compensation pald to the de-

' and

fendants was included under the general item "annual pay roll,'
thereby concealed. In fact, the defendant, Carl Murphy, deliberately
mislead the stockholders as to the compensation pald the defendants.
At the stockholders' meeting held on February 1, 1938, the said de-
fendant Carl Murphy stated to the stockholders:

"We could have gotten new money by increasing our

capital stock. We have preferred the conserva-

tive method of small administrative salaries and

small stock dividends in order to be able to keep

our assets liquid and be able at any time to meet

our outstanding obligations.

"There may be those among us who feel that we are

making progress to slowly and that we should emu-

late other concerns in the payment of wages and

dividends, but I believe that the majority of 4i-

rectors and stockholders concur thet speculation

is not safe and that a balanced budget is the only

certain guarantee of solvency."

23. An auditor was employed on behalf of the company by the
defendants in 1925 to make yearly reports of the financial conditlon
of the company, which reports from that year to 1945, inclusive, were
made on a cash basis rather than an accrual basis, and therefore 4id
not fully reflect all of the profits of the company. Since 1946 the
financial reports have been prepared on an accrual basis. After the
employment of the auditor in 1925, the defendants dictated the forms
of his reports and they were and still are prepared in Such manner as

to make it impossible to determine from them precisely what compensa-

tion the defendants were receiving from the corporation.
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24, Upon information and belief, your oratrix alleges that the
Schedule hereto attached and prayed to be taken as part hereof, marked
"Plaintiff's Exhibit No. 10" accurately shows the gross income of the
corporation from 1915 to 1949, inclusive, the net income of the com-
pany for the same period, the rate of dividends paid by the company
on each share from 1918 to 1949, inclusive, and the yearly salaries
and bonuses (exclusive of the weekly salaries paid to them) paid to
the defendants from 1926 to 1949, inclusive. The aforesaid schedule
of yearly salaries and bonuses paid to the defendants does not include
the weekly salaries received by them. The exorbitant salaries and bo-
nuses pald to the defendants diminished the amount of net income avail-~
able for distribution in dividends to your oratrix and other stock-
holders. In addition to their salaries and bonuses, the defendants
recelved directors' fees, fees for mileage, transportation, etc.,
which were unreesonsble and excesslve. The defendant George B. Murphy
performed no services for the company at all other than to attend di-
rectors' meetings, being employed full time as a principal of a high
school in Baltimore, and since 1942 he has been totally incapacitated
from performing any duties because of his health.

25. The defendants have illegally been paid dividends on the
shares of stock which they unlawfully distributed to themselves from
the dates they acquired said stock as hereinbefore set forth, the pay-
ment of which dividends also diminished the amount of net income avail-
able for distribution as dividends to your oratrix and other stockhold-
ers.

26. The defendants gave 1llegal gifts and made disbursements
of corporate funds for purposes unconnected with the corporation's
business, as follows:

(a) 1935 - payment of weekly salary to Miss Frances Murphy
for nursing Mrs. Eva 8. Purdy during the latter's illness.

(b) Jeanuary 5, 1937 - contribution of $150.00 to Repub-
lican campaign.

(¢) November 17, 1939 - gift of $150.00 to Mrs. Eva S.
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Purdy; cancellation of loan to John H. Murphy, III, son of Mrs. Sarah
Neely, and grandson of John H. Murphy, Sr. The minutes of the Board
of Directors relating to this latter transaction read as follows:

"The president read a letter from Mrs. Sarah Neely of Philadelphia
regarding loans made on behalf of her son, John III. The board in-
structed the secretary to write Mrs. Neely that the obligations

would be cancelled and that we would be glad if she would acquaint
John III with the facts, that he might catch the spirit of the Board."

(d) 1943 - forgiveness of loan of $1,700.00 together with
interest for 10 yvears, to George B. Murphy, Sr.

(e) 1945 - gift of $1,000.00 to Carl Murphy to take a trip
for his health.

(£) 1947 and 1948 - The board of directors voted on July
31, 1946, that after the retirement of George B. Murphy, Sr. and John
H. Murphy, Jr., as of December 31, 1946 one half of the retirement-
date salaries of the said George B. Murphy, Jr. and John H. Murphy,
Jr. be paild to each of them in 1947 and again in 1948. George B.
Murphy, Sr. received a total of $5,000.00 and John H. Murphy, Jr. a
total of approximately $29,000.00 under this resolution.

(g) In 1949 the defendants voted to George B. Murphy, Sr.,
an honorarium of $1,000.00 and to Miss Frances Murphy an honorarium of
$500.00.

(h) The defendants from time to time gave one, William
Johnce Purdy, approximately $3,000.00 of the corporate funds for his
own personal use, without any benefit or prospect of benefit to the
corporation.

27. The individual defendants, in 1943, under the encouragement
afforded by the passage of the wartime excess profits tax laws, estab-~
lished a pension trust and profit sharing agreement, copy of which is
in the possession of the defendants and will be called for at the time
of the trial hereof. Under the plan The Afro-American Company contrib-
uted to the trust on account of its qualified employees a percentage

of the annual compensation regularly received by the said employees.

The percentage, as well as the actual amount contributed by the com-

/6
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pany, increased in proportion to the amount of regular annual com-
pensation. The principal beneficiaries under this plan were there-
fore defendants Carl Murphy, D. W. Arnett Murphy and John H. Murphy,
Jr. (George B. Murphy, Sr. had reached retirement age before adopt-
ion of the plan.) Some fifteen children and in-laws of the individual
defendants also benefited under the plan. TUp to 1929 the total amount
pald into the said trust aggregated approximately $210,000.00. Al=-
though the scope of the plan was curtailed in 1948, interests accrued
under the original arrangement were expressly reserved to the bene-
ficlaries. Attached herewith and prayed to be taken as part hereof
are figures showing the amount paid into the pension fund on account
of the defendants and others, from 1943 to 1949 (marked "Plaintiff's
Exhibit No. 11"); copy of the minutes of the Board of Directors re-
lating to the adoption of the plan (marked "Plaintiff's Exhibit No.
12"), and schedules filed with income tax returns of the company for
1946-1949 of contributions by the company on behalf of defendants and
other employees (marked "Plaintiff's Exhibit No. 13").

28. On July 10, 1947, the defendants caused The Afro-American
Company to transfer to Carl Murphy and Vashti Murphy, his wife, and
D. W. Arnett Murphy and Sadie Murphy, his wife, the premises at 1200
Druid Hill fvenue for a grossly inadequate consideration.

29. The defendants have used corporate funds for their personal
purposes to wit: More than $10,000.00 sttorneys' fees have been
charged to The Afro-American Company for services rendered to the de-
fendants individually and the defendants have also charged to the cor-
poration their household expenses and the expenses of their private
automoblles used for private purposes.

30. That the yearly salaries and bonuses and other compensation
paid to the defendants as officers and directors of the company, as
shown by the aforesaid schedule hereto attached, and the other compen-
sation received by them in the forms of directors' fees, fees for mile-
age, transportation, household expenses, etc., were grossly excesslve

and not justified by the business and condition of the company or by

any services rendered by sald defendants; that said salaries and bo-

/7
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nuses and other compensation were voted by the defendants to them-
selves who constituted the entire Board of Directors from 1922 to 1947,
as hereinbefore pointed out, and after 1947 by a Board absolutely con-
trolled and dominated by said defendants; that each and all of the de-
fendants in causing or permitting such salaries and bonuses and extra
compensation to be voted and paid to themselves and in committing all
of the other wrongs hereinbefore set forth, were acting fraudulently
and in violation of their obligation as directors of the company and

in violation of the duty which they owed to the company to protect its
property, assets, and money from being dissipated or turned over to:
persons not entitled thereto; that each and all of the defendants in
causing or permitting said salaries and bonuses and the extra compen-
sation to be voted and paid to themselves and in committing the other
wrongs hereinbefore set forth, were acting fraudulently in thelr own
interests and directly against the interests of The Afro-American Com-
pany. And the defendants, under the gulse and name of salaries and bo-
nuses and gifts did fraudulently appropriate to themselves money and
other property of The Afro-American Company.

31. That each and all of the defendants had full knowledge of
each and all of the fraudulent and illegal acts in this bill set forth,
and scquiesced in the carrying out of said fraudulent and illegal acts,
and each and all of them knew and approved of all of the sald illegal
acts herein set forth, and they knew that sald sums pald to themselves
for yearly salaries and bonuses and other compensation were grossly in
excess of any fair compensation due them for their services and knew
that said sume were being voted and paid to themselves in willful dis-
regard and fraud of the rights of the other stockholders, and each and
all of the defendants unlawfully and wrongfully conspired and agreed
among themselves to appropriate to themselves the money of the corpo-
ration under the name and guise of salaries, bonuses and gifts, and
each and all of the defendants unlawfully and wrongfully conspired to-
gether to conceal all of the fraudulent acts herein set forth from the

other stockholders of the company.

A
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32. Upon information and belief, your oratrix alleges that there
are many other frauds and irregularities committed by the defendants in
the management of the affairs of The Afro-American Company, which she
believes that an examination of the books of that compeny will reveal,
of which she has no personal knowledge at this time, which books are
not in her possession, but are in the possession and under the control
of the defendants.

33. That as a result of all the illegal, unlawful and fraudu-
lent acts committed by the defendants, as hereinbefore set forth, the
value of her stock, as well as the value of the stock of other minority
stockholders in said company, heas been greatly diminished end the amount
of the yearlf net income available for distribution as dividends to your
oratrix and other minority stockholders has also been diminished.

34, That all the wrongs and fraudulent acts commltted by the de-
fendents, and hereinbefore set forth, were never communicated to your
oratrix or the other stockholders of the company at thelr annual meet-
ings, or at any other time, were never acquiesced in by your oratrix or
the other stockholders, and were in fact concesled by the defendants
from vour oratrix and the other stockholders.

35. That your oratrix was not aware of the foregoing breaches
of duty, and the illegal, unlawful, and fraudulent acts committed Dby
the defendants and hereinbefore set forth until May 2, 1950, when she
learned of them for the first time as a result of appearing as a wit-
ness in a suit pending in the United States District Court for the
District of Maryland wherein Noah Murphy Thompson, one of the cestuls
gue trust named in the will of John H. Murphy, Sr., deceased, filed
suit to set aside a purported sale of stock made by him to the corpo-
retion.

36. That since the defendants have been the officers and di-
rectors of The Afro-American Company and now control and dominate its
present Board of Directors, and have and 4o now own eand control a ma-
jority of stock in said company and have themselves perpetrated the

wrongs hereinbefore set forth, to theilr own personal profit and In

conscious violation of the rights of the plaintiff as a stockholder
and other minority stockholders it would be utterly vain to attempt
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to obtain redress through the machinery of the corporation which wes the
very instrumentality by which they perpetrated sald wrongs, and therefore
even if the corporation did bring the suit ageinst the defendants it
could not be relied on to do justice to the minority stockholders in
conducting the litigetion against the defendants herein. However, in
spite of this your oratrix in an effort to have the sult brought in the
name of the corporation did on August 2, 1950, through her attornevy,
write to each member of the present Board of Directors of The Afro-
American Company, requesting that the corporation undertake to redress
the wrongs herein set out and advised said directors that if her at-
tornev did not hear from them on or before Auguét 14, 1950, she would
assﬁme"that the corporation is not interested in conducting the litiga-
tion snd she would file suilt on her own behalf as a stockholder of said
company, a copy of which letter is hereto attached and prayed to be
taken as part hereof, marked "Plaintiff's Exhibit No. 14"

In response to said letter the attorney for your oratrix on
August 10, 1950, received a letter from Carl Murphy, one of the de-
fendants herein, steting that as some of the directors are absent from
the city he will take up the matter set forth in your oratrix' letter
sometime in the early part of September, a photostatic copy of which
letter is hereto attached and praved to be taken as part hereof marked
"plaintiff's Exhibit No. 15."

That the statement contained in sald letter from the de-
fendant, Carl Murphy, that it will be impossible to hold a meeting of
the Board of Directors on or before August 14, 1950, is not made in
good faith because 1t is not necessary that all the members of the
Board be present, and he could have, if he so desired, called a meet-
ing of the Board between August 3, 1950, and August 14, 1950, because
a majority of the members of the Board, according to information and
belief of your oratrix, are and were during that period availlable to
attend such a board meeting. Further evidence of the fact that the
statement of the defendant Carl Murphy contained in said letter that

it is impossible to hold a meeting until the early part of September
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1s seen from the fact that the minutes of the Board show thst for the
last five years the Board has held at least one meeting in August
each year. Your oratrix further alleges that the reason the defend-
ant Carl Murphy refused to call a meeting of the Board of Directors
before August 14 to consider the letter sent to the members of the
Board by your oratrix on August 2, 1950, was for the purpose of delay-
ing the bringing of the action against the defendants promptly. This
is also evident from the fact that he and the other defendants abso-
lutely control the present board of directors as hereinbefore set forth.

On August 10, 1950, your oratrix wrote to Carl Murphy ad-
vising him that his refusal to call a meeting of the Board before the
early part of September, 1950, was not made in good faith, and she
would therefore file suit on August 15, 1950, if the corporation 4id
not do so, a copy of which letter is sttached hereto and praved to be
teken as part hereof, marked "Plaintiff's Exhibit No. 16."

TO THE END, THEREFORE:

1. That the defendants, Carl James G. Murphy, David W.
Arnett Murphy, George B. Murphy, Sr., and John H. Murphy, Jr., may
answer under oath the several matters and things hereinbefore charged,
as fully and particularly as 1f they were herein again stated, amd
they were thereto specially interrogated.

2. That the defendants meke a full accounting of the earn-
ings, profits, and assets of The Afro-American Company since April 5,
1922, and of the amounts thereof drawn and received by any of the de-
fendants for themselves as well as for third persons as gifts, salaries,
and bonuses since that time.

3. That judgments be severally rendered against defendants,
Carl James G. Murphy, David W. Arnett Murphy, George B. Murphy, Sr.,
and John H. Murphy, Jr., for plaintiff's proportion of the salaries
and bonuses drawn and recelved by them and, at their instance, by third
persons, from The Afro-American Company, since April 5, 1922, which
shall be adjudged to have been excessive; and that such judgment be

payable to plaintiff directly or through the corporation, or that

2/
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judgment for the full amount by which sald salaries and bonuses are
excessive be directed to be paid over by them to the owners of the
beneficial interests in the stock in the corporate defendant since
that date, or to a receiver to be appolnted to collect and make proper
allocation and distribution of such moneys.

4, That the defendants, Carl James G. Murphy, David W.
Arnett Murphy, George B. Murphy, Sr., and John H. Murphy, Jr., be
required to return to the corporation all shares of stock 1llegally
and fraudulently issued to them by themselves and also to turn over to
the corporation, from the shares of stock which they own, two shares
of stock which they illegally and unlawfully gave to John H. Murphy,
III, and Clementline Knox;

5. That the defendants be required to reconvey title to
property Number 1200 Druid Hill Avenue, Baltimore, Maryland, to The
Afro-American Company.

6. That the said defendants, Carl James G. Murphy, David
W. Arnett Murphy, George B. Murphy, Sr., and John H. Murphy, Jr., by
injunction be restrained from selling or disposing of any of their
stoek in The Afro-American Company until the further order of this
Court.

7. That your oratrix have such other and further relief
as may be just, together with the costs and disbursements of this
action.

May it please your Honor to grant unto your oratrix the
writ of subpoena directed against the sald Carl James G. Murphy,
David W. Arnett Murphy, George B. Murphy, Sr., and John H. Murphy,
Jr., residing in the City of Baltimore, State of Maryland, command-
ing them to be and appear in this Court at some certain day to be

named therein and answer the premises under oath and ablde by and

perform such decree as may be passed therein.

And as in duty bound, etc.

é;dlél;(ﬂ;zfp,Q)VZ24«4;4:ZL; ¢§%2/°1/4:><f§iz/dz¢vu¢>1\,

Compiaigént Bollicitor for Complainant




STATE OF MARYLAND,
CITY OF BALTIMORE, TO WIT:

I HEREBY CERTIFY that on this lgﬁf%?aav of August, 1950,
before me, the subscriber, a Notary Public for the State of Mary-
land, in and for the City of Baltimore aforesaid, personally ap-
peared EDITH L. JOHNSON, and made oath in due form of law that
the matters snd facts set forth in the within complaint are true
to the best of her knowledge, information, and belief.

AS WITNESS my hand and notarial seal.

Notary Public
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The Afro-imevican )JENOW KLL MEE 8Y TALSY PRESINTS That we John
)
Company of }H Murphy Abraham L Gaines Ceorge B Wurphy
Baltimore City )Daniel i Murphy and Perry ¢ Clerke all of

Baltinore City anc Stoate of Herylend being oltizens of the United
States and all of whom are oitizens of the Stute of Harvland do
hereby certily that we do under and by virtue of the Coneral Laws
of this State suthorizliag the formetion of covporationa hsreby
form a corporation under the name of

"PHE APRO-AMIRICAN COMPANY OF BALT DMORE CITY"

2 Yo do further certify that the said corporation so
formed is a sorporation for the purpose of condueting the Afros
&#erloan & newspaper and for running & pristing aad putlishing
buaina-s in eonnection therewith and for buying and selling lesse

ing and mortpeping sueh lands tenements opr nevoditlmonts 88 may

- be found nngessary in the conduct of seid business that the term

ek

of exlstence of the seid corporstion is limited to forty vears
and that the snild corporation ls formed upon the srtlcles eondle

ticne and pfnviaionn herein expressed and subject 1in all partie-

.eulars to the limitatlons relatiag to corporations which are

eontalianed in the Oeneral Laws of this State

3 %e o further certify that the operaticns of the said
corporation are to e osrried on partly in the “tate of #Hepryland
n-r@ pertly beyond and that the prineipal off'lee of the said COrpo-

ration will be loeated in Baltimere City aforesald

L %e do further certify that the sggregete of the ca-
pital stock of the seid corporstion is Tihree thousand rive hundred
dollars (£3,500) and that the sald capital 1s divided into seven
hunér.d shsres of tho par value of five dollars (%5) each

5 %e do further certify thet tie said corpeoration will
be maneged by A& board of seven directors and thet Joha B Hurphy
Abrahan L OCalnes Georpe B Murphy Danlel #urphy Ferry P Clarke
John & durphy Jr and ¥ Ashble Nawklns are the names of ﬁha idirsctors

who iill manage the alfalirs of the sald corporation for the first

year 7, Z/




(2)

IR BITHRGE WHERAOF we nsve hereunto set owr hands and

seals this 29" day of July in the year nineteen hundred sand seven

Test John ¥ Wurphy {62AL)
#1lliam MeCawley ibreham L Usines  (S:AL)
George B Burphy (6TAL)

veniel ¥ Surphy {8PaL)
ferry ¥ Clark {88AL)
STATL OF BARYLAND BALYINCEE CITY TO %17
I hereby certify timt on this 29" day of July in the year ninee
teen hundred and seven before we the subscriber & Justice of the
Fenee of the State Of Maryland in and fer Baltisore Uity personally
appeared John I Nurphy Abralex L Galoes George 5 $urphy Daniel H
Nurphy and Perry P Clarke and did severslly scknowledge the fore-
golng certifivate te be thelr esgt and deed
%illlam jeCawley J P

I George K “haprp Qﬁa ef the Jué;ea of the Supreme Sench of Baltie
more City cdo horveby certify that the feorqgolng certificate has
been submitted to we for wy examination and I do further certify
thet the sald certifiocate is in eonformity with the provisions of
tihe law authorizing the formation of saild corporstion

George H Sharp
Hecd for record Aug 7th 1907 at 11,25 otclk A ¥ same day recorded

and exd per Hobt Ugle Clerk
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1950

th Aigust,
Afre Aworliean Company ; The Lire Ameriosns Company of ialtimore
of bmltisore City } o Citye
i
irticles of Amondment ) Apticles of Anendment

PHIS IS5 7O CERTIVY)

First. That the losrd of Dirsctors of the Afro Ameriean
Conpeny of baltimore s Nsyyland Corporstion having its principal
office 1a Baltimore 018y Heryland at s meeting duly oalled aud
held on the 12th day of Decembar 1922 adepted the following
resclutionsy

L Hesolved That it ls sdvisadle to smend the Uharter
of the Corporation by strikiang out Sectlions Humber Twe (2)

Three (3) and Five (5) of the Certifleste of Incorporetion

and iaserting inm lleu thereof the followin; Secticn 2 of the
wmnndad Jertifiests of Incorporation to read as follows. The
purpeses for which it is formed and tne vusinese or objects to
be carried on sad promoted by 1t sre as followsj

(a) The bueiness of conducting the Afre American
. newspaper sid eondusting @ orinting business in eonnection there
v with as -¢11 as = penersl publishling business,.

fh} Yo 40@lyﬁqn¢r.113 in lénds téﬁenanta and herede
itim-nt- In furtherance of seid objeets and purposes the suld
coryern§1un uhuli.hdyé'iﬁ aﬁﬁlt&enito its ifmplied pewers the
powers hernin enwrersted as follows; u

(1)?0 et sa Iinsneial or buriness agent for domestle
- and forelign ecorporsticns individuala partnerships sssoeciations
States or other bodies.

(2) ¥o borrow poney te issue bonds debentures notes
and obligations scoured and unaceured of the corporation from
time to tine for monles borrowsd orf in payment lor property
sequired or for any of the olher objeots or purposes of the
corporation or for any of the ol jeets of its business in the
wannsr provided b law to secure the same by mortgage or morte
gupea or deed or dends of trust or pledge or other llea upon

any or sll of the property righte econtreete lustalsent sale
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contracts privileges or franchises of the eorporation wheresoever
situste soquired or to be moquired,

(3) 7o purchase or otherwise acquire and to carry
on all or suy part of the property or business of sny person
firm or corpuration possecsed of property which ocan be used for
any of the purpeses of the Conpuny or ecarrying on any business
wiioh ths Coumpany is authorized to o nduet snd ag the considerw
ation for the same to pay cash or %o lesue Htoeck debentures or
obligations of the CUompany and in eonnectlon with sny such transe
astion te undertake any liabillitlies releting to the property or
business sc sequired in the maaner provided by law,

(L) Te apply for purchese peglstor or otherwise soe
quire any pateants patent rights licenses trade marks trede names
and copyrights and to hold use exercise or develop or grant liee-
enses in respesct of the property and rightes so seguired,

)(5) To eonduet its business and all or any of its
branches so far as pormitted by law in the ftate of Naryland
and in any other States of the Unlted States of imerice and in
the territories and the Ulstriet of Columbia snd in sny and all
dependencies eolonles or jossessions of the United States of
Ameries sud Forelgn Countries and for and in connestion with such
business to hold possess lesse purchase mortysge and convey real
and personal property lneluding Bteock bonds or securitics of other
eorporations and to maintaln Offices and fgencles elither within
or sny where without the State of Maryland.

(6):1a furthersungs and uol in limitation of the general
povers contcrtiq by the lawse of the Stste of Seryland and of the
,purp.‘.‘ hersinbefore ststed It is hevoby expressly provided
that the Company shall have the power te do any and sll things
set forth as itu‘ubjaaﬁq ﬁs tﬁi'l&uﬂ extent and fully es & nastural
person might or could do s& principal agent eontragtor or othere
wise and to earry out 8ll or any of the aforegeing objeots as
prineipals agents contrastors or otheprwise and by and through
'ugontl sub ooutraetarl'ér otherwise and slone or Jdintly with
eny other sorporaition asscoistion firm or person and to do all

2
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and everything necvssery or iusidental for the secoomplisiment of
sny of the purposss or the sttainment of aauy one or more of the
ob jects herein enumerated or Incidental to the powsrs herela nemed
or whieh wt eny time be necessary or incldentsl for the protect
ion or the beneflt of the corporation,
& Gection (3) of the amended Certificate of ineorpore
ation tu reud se follows)
ithe principal office of the sald corporstion in tHs State viil
be located at No, 620 u, Hutaw ftreet in the City of Baltiasore
and D.W. Arnett dNorphy a Citisen of the State of Haryiand and
actunlly residing therein snd whose Fost Offlece sddress is 1421
Argyle Avenue in the City of Beltimere shﬂilfa-t'ai the reaident
agent of the seld gorporation. d
| 3 énét&nh {5) of éhn Asendsd Certilicete of Incorporat
ion to rs;d as follows} '
The said corpnrwtion'zholl be mmnaged by Five Uireectors
and that George B; lurphy Johh He Kurphy Jy Carl J. Kurphy D W,
Arnett Murphy sad Fose K. Olivar shell set as sueh until the first
annual meeting of the corporation hersafter or uatll thelr suce
cosuors are dudy ehosen and qualified,
of faltimore
T WEITHESS WHYRLOF The #fro imericen Company has/csuded
these prosents to bhe signed la 1t uame and by its Fresident and
its corporate seal to be herete affized and attestod by ite lee

retary on the 20 day of Februsry 1923

Attest {(The ifro Ameriesn)ihe 4Afro American Company of
Lavinls 5. Heary(Company Ineorpors)isltimore City

Searetary (ted August 1907 )By Curl J. Hurphy
‘ j (of Bultisore Clty)¥resident _

STAYY OF MARYLIAND QITY OF BAN IMCGRY T0 WIT
THIS I TO OBRTIFY that on this 24th day of Yebpusry 1923 before
me the subseriber a Hotary Publie of the ftate of Weryland in and
for the City of Seltimore personally aspeared Curl J. farphy
Fresident of t ¢ Afro Ameriesn Compbtiy of Halt imore City & Marye
land Qorporation sud ackbowledged the aforepoing articles of
smendmont Lo be the corporate @t of seild corporation snd st the
same time perascnsily hpﬁearté bavinia 3; Henyy snd mande oath in
due form 6r law Chat sie was Bearetary of the weeting of fStock

J
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PLAINT IFP'S BEXHIBIT NO, k
Filed 15th August, 1950

The Last Will and Testament cof John H. ¥urphy

KNOW ALL ¥EN, by these presents, That I, John
He Murphy of Baltimore City, in the State of Meryland, being
of sound and disposing mind and memory, do meke, publish and
declare this to he my last Will end Testament, hereby revoking
all other Wills by me made.

' After all my Jjust debts and funersl expenses
are pald, I give bequeath and devise all of my estate as
follows:

Firstes I give and bequeath sy four hundred
shares of the capltal stock of the Afro-American Company, &
corporation, the sald number of shares being the majority of
the capital stock of said company =~ to Denlel H. Murphy, John
He Murphy, Jr., &nd David ¥, Arnett ¥urphy in trust, that the
said trustees shall continue the business now conducted by
the said The Afro-dmerican Compeny end pay over the net pro-
ceeds from sald business equally between Eva S, Purdy, George
B. ;hphy. Harriet E., Gilbert, ¥Yartha Freancee Louilse ¥urphy,
¥, Rose Cliver, Danilel H. ¥Wurphy, John H, ¥urphy, Jr., Carl
James Go Nurphy, David W. Arnett ¥urphy, and Noah MNurphy
Thompson and 1t is my will that the legal and equitable estate
in sald shares of stock bequeathed by this paragraph of this
my will te Daniel B. Murphy, John H. ¥urphy, Jr. and David W,
Arpett Murphy, trustees, as aforesalid, shall not merge in the
sald trustees or elither of them.

Seconde I give and bequeath all of my books and
publie papers to the Afro-American Company aforesald and it
is my will that the said bookg and papers shall be used in
forming & library for "The Afro-American”, & jJournal publish~
od by the sald The Afro-American Company.

Third, I give and bequeath my gold wateh, chain
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and fob and all my masonic and cther fraternal jewels to my
sons and sons~=in+«law who shall be living at my death and who
shall be members of the masonic or other fraternities of which
said jewels, gold wateh and fob are emblamitic, the son
highest, in point of rank in said fraternities to have first
cholice and he shall have the power of dividing the remainder
of sald pwels, after his selection, as his best Judgment
shall dlctate,

Fourth. 1 give and bequeath to my son, John H,
Murphy, Jr., the two large portraits of myself and wife and
to ny grand-son, Neah Murphy Thompson, 1 gzive and bequeath
all pletures or portraits of my deceased daughter, Lilly;
all the remaining household effecte of which I shall die
possessed, Iineluding furniture, pletures, kitchen utensils,
china, crockery, silverware, carpets, linen, and glassware
of every description, I give and bequeath to my daughter,
Martha Frances Louise Wurphy, absolutely.

Fifth,. It is my will thet the shares of stock
bequeathed in paregraph numbered one of this my will to the
trustees &8s aforesald, shall not be sold or disposed of teo
any one, unless &n exigency should arise wherein the sale of
sald stock should become imperatively necessary or highly
advantageous, in the event that the sale of sald stoek shall
become Iimperatively necessary, preference shall be given to
any one or more of the cestul que trust enumersated 1n paragraph
nunbered one of this my will at per value of said stock.

All the rest and residue of my estate, real per~
sonal or mixed of which I shall dle seized and possessed, or

to whieh I shall be entitled at the time of my decease, I
give, devise and bequeath to the said Eva 8. Purdy, George
B, ¥urphy, Harriet E. Gilbert, Hartha Frances Louise Yurphy,
¥. Rose Cliver, Danlel H. Wurphy, John H. Furphy, Jr., Carl
James G, ¥urphy, David ¥, Arnett Murphy and Noah Nurphy
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Thompson, share and share alike.

I hereby nominate and appoint the said Oeorge
B. ¥urphy, and Carl James G, Nurphy to be the executors of
this my last Will and Testament and 1% 1s my request that
each and both of them may bde excused from giving bend or
gecurity for the proper discharge of their duties,
In testimony whereof, I have hereunto subserided my name and
affixed my seal in Beltimore, Md, this third day of February,
in the 1920, in the presence of lLavinia 8., Henry and Samuel
D. Hayward, whom I have requested to become attesting wit~

nesses hereto.

John H. Rurphy (Seal) ‘

Signed, sealed, published &nd declared by the above named

testator John H. Yurphy, 4s and for his last Will and Testa~
went, in the presence of us, who, in his presence and in the

presence of each other, and at his request, have hereunto sube
seribed our names as witnesses thereof, the day and year last

above writtene

lavinia 8, Henry Samuel D. Fayward

1108 . carey St. 30 Cast 20th St.
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Codliell to the last ¥ill and Testament
of Jobn H. ¥urphy

Whereas I, John 4. ¥urphy, on the third day of February in
the year 1920, exeouted my last Will and Testament and
whereas, I now Gésire to make certain additions thereto,
therefore, I do hereby wmake, publish and declare this to be
my first Codleil to my said last Will and Testament, in man~
ner and form following, viz:

I do heredy glve and bequeath to Lavinia 8, Henry of Baltimore

City the sum of three hundred dollars (#300,00) absolutely

énd 1 do authorize and direet my executors, named in my last
Will and Testament, to pay to the said lavinia 5, Henry the
saild sum free and clear from all or any tax or commissions,
I make this bequest in recosgnition of the long and falthful
services rendered me by saild legetee in conducting the busi~
ness of publishing the Afro-American.

Only as adbove stated in thils Codiell do I desire to all to
oy last Will and Testament whigh I heredy ratily and confirm
in all partioulars.

A8 witness my hand and seal this Seventh day of December, in
the year 1921, in the presence of Nellie G. Sampson and
Elenora &, Wright whom I have requested to become attesting

witnesses hereto,




Signed, sealed, pudblished and declared by John H. Wurphy, as
&nd for a Codliell to this Last ¥Will and Testament in our
presence, who, &t his request, in his presence and in the

presence of esech other, have hereuntc dubseribed our names

a8 witnesses,

Nellle G, Banpson Eleanora 8. Wright
112; Etting 8t. 926 Jenkins St.
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PLAINTIFF'S EXHIBIT NO.,
_TTIEE‘ISTH‘Kﬁgdsf;'Icsé

JOHN H, MURPHY, JR.,et al : IN THE
vs : CIRCUIT COURT NO, 2

JOHN H. MURPHY, JR., et al OF BALTIMORE CITY

..
s
.
.
..

el
..
-
o0
..
.
e
..
.e
e

DECREE

This cause having been submitted on Bill of Complaint and
Answer, after consideration thereof and argument of Counsel for
the respective parties, it is this 25th day of February, 1947, by
the Circuit Court No. 2 of Baltimore City, ORDERED, ADJUDGED and
DECREED, that the trust created by the Last Will and Testament of
John H; Murphy, Deceased, late of Baltimore City, has ceased and
terminated, and fhe trustees are hereby relieved from any other
or further duties or responsibilities;

And the said Trustees, and the Afro-American Company, are
hereby directed to transfer and deliver to the beneficiaries
named in said Will, their legal descendants or assignees,
certificates of stock of the Afro-American Company, free and
clear, as if the sald trust had never existed.

And it is further ORDERED that the plaintiffs pay the cost

of these proceedings.

Herman M. Moser
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P TIFF'S BXHIRIT NO
u

VOTING TRUST AGREEMERT
O=4 .a N COMP

THIS AOREEMENT, made in the City of Baltimore, State
of Maryland, on April 1, 1946, betwoen the stockholders of
THE AFRO-AMERICAR COMPANY, a corporation duly created, organized
and existing uilcr.. and by virtue of the laws of the State of
NMargland, who shall become parties to this sgreement by sign~
ing the ssme (herein celled the "Subseribers®), and GARL WURPHY,
residing at 2406 Overland Avemuej D. ARNETT MURPHY, residing
at 2427 Madison Averme; GHORGE B, MURPHY, SR., residing at 1741
Druid Hil) Avenue; and JOHN H. ¥URPHY, JR., residing at 1725
H. Carey 9treet, all of the City of Baltimore, 3tate of ¥ary-
land, (berein salled the "Voting Trustees" ),
¥ITNRSSETH:

WHEREAS, each Subsoriber represents that he is the
owner of the number of shares of stock set opposite his sig~
nature bhereto in sald THE AFRO-AMERICAR CCOMPANY (herein called

"Company" ); and
WHEREAS, the Bubscribers deem it to be greatly to the

intereats of sald Company, and of all the Stockholders therein,
that this agreement should be made:

HOW, THEREFORE, IT IS MUTUALLY AGREED, AS FOLLOWS S
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1. Each Subsecriber agrees forthwith to deposit with
the Voting Trustees the certificate or certificates for his
said shares, together with & proper and sufficient instrument,

duly executed, for the transfer thereof to the Voting Trustees,
and with all necessary transfer tax stamps thereto affixed,

2., (a) Upon a deposit as aforesald, the Voting
Trustees shall deliver, or csuse to be delivered, to such Sube
seriber, or upon his order, their voting trust certificate or
certificates, for the same number of shares of common stock of
sald cuﬁ‘uy. a8 is represented by the certificate or certifi-
cates =0 deposited, which voting trust certificates so to be
delivered upon & deposit of sald stock shall be in substantially

the following form:

Noe Shares

THE AFHO=AMER ICAN COMPANY
VOTING TRUST CEBRTIFICATE

This certifies that on 2 39
will be entitled
to receive & certificate or certificates expressed to be fully
paid and nonsssessable, for shares of the common
stock of THE AFRU-AMERICAN COMPANY, & corporation duly created,

organized and existing under, and by virtue of, the laws of
the State of Meryland, and, in the weantime




.5.

to receive payments egual te the dividends, if any, collec~
ted by the Voting Trustees hercinafter mentioned upon &
1ike number of sald shares of etock; and, until after the
setual delivery of such certiileates, the Voting Trustees
shall, in respect of any and al)l such stock, possess and
be entitled to exercise, except as otherwise expressly mo=~
vided in the agreement hereinsfter wentloned, all stock=
holders' rights of wvery kind, including the right to vete
and to take part inm, or to gonsent to, any corporate or
stockholders' aetion, it being expressly stipulated that

no right to vote or to take part in or consent to any cor-
perete or etockbolders' action passes by or under this
certificate or hy or under any agreement, express or im=
plied,

This ecriificate is lssued under and pursvant to,
and the righte of the holders "are subjeot to and limited
by the terms and conditious eof a certain agreemont da ted
the 1lst day of Aprid s 1944, between the holders
of common stock of THE APRO-AMERICAN COMPANY and CARL WURPHY,
D. ARNETT HURPHY, OEORQE ¥, MURPHY, SH,, and JOHN H. WURPHY,
JR., and successors, as Voting Trustees, coples whereof are

filed with the Voting Trustees and with the sald THE AFRO-
ANER ICAN CONPAWY,"



‘h.

Ho stogk certifioate shall be due or deliverable
hereunder before the lat day of April » 1956,

This certificate ie transferable only on the hooks
of the Yoting Trustees by the registered holder thereof
in vereon or by &ttorney, &ccording to the rules estab-
lished for that purpose by the Vobting Trustees, and on
surrender hervof, imtil so tﬂu_f-rrod, the Voting Trustees
-ﬂy treat the reglstered holder as owner hereof for all pur~
poses whatmoever, :

ihle certificate is not valid, unless duly signed
by the Votiug Trustees.

IN WITHESS WHEREOF, the Votm 'rmtcu ha ve
causfed this cersificate to be signed this st  day of
April s 19L&,

CARL NWURPHY
D. ARNET? WURPRY
GEORGE B. WURPHY, 8R.
JUHN K, MURPHY, JR.
Voting Trustees
(b) $Sald Voting Trust certfficate shall be
transferred as therein provided, and not otherwise, and
transfer se made of any such certi loate shall vest in the

transferee all righte and interests of the transferor in

and under such certificate; and, upon such transfer,
the Voting Trustees will deliver, or cause to be de~

livered, a voting trust certificate or certificates to

L v
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the Gmm for the sume Mor of sheres as the voting
trust urﬂﬂuuva‘o tranaferred. Until sueh transfer,
the Voting Trustees xuy treat the registered holder of the
voting trust certiflcate as owner thereof for all purposes
whatsoever,

3 BShares of stock of saild Company, certificates
for which shall be deposited hercunder with the Voting
Trustees, shall be vested in the Voting Trustees and shall
be transferred te the name of the Voeting Trustees upon the
books of the said Company, end until after the sctual de=
livery of certificates for said stoek to the holders of
the voting trust certificates in accordance with this
agreement, the Voting Trustees shall, as to all #tock seo
held by them, poersess and be c¢rntitled to exercise all
stockholdere' rights of every kind, including the r ight
to vote and ‘o take part in, or consent to, any corperate
or atockholderst' action, and to regeive ,Mvmonda on said
stock; and the helders of voting truet certificates shall
not have eny right, with respect to any such stock held
by the Veting "rustees, to vote, or take part in or consent
te, any corporate or stockholders' action of said Company,

he 1The holder of each voting trust certificate
shall be entitled, until distribution of stoek in eaid

Company, as hereinafter provided fer, to receive, from




time to time, payments equal tc the dividends, if any, col~
leoted by the Voting Trustees upon the like number of
ehares of stock of sald Company, &f 1s specified in such
vobing trust certirficate,

5. Gn April 1st, 1956 s the Voting Trustoes
shall distribute the stock of said Comany, held by them
to the holderm of the voting trust certificates upen pre~
sentation and surrender, on or after saild date, of voting
trust certifleates, scoompanied dy properly exesuted
tranafers thereof te the Voting Trustees, delivering
certificates of stoek of said Company for the shares
specified in the voting trust certificates so surrendered,

fe All guestions arising among the Voting
Trustees shall be determined by unanimous decision. The
voting Trustees may, in all matters, act elther at a
meeting, or by writing with or without meeting.

T¢ (a) Any of the Voting Trustees may, at any
time, resign, by dﬂfnﬂm to the other Voting Trustees
his resignation In writing and, in case of such resigna~
tion, the Trustes resigning shall neme his successor by
ins trument in wrlting ¢§;1nm to the remaining Voting
Trustees, In m‘ event of the death or total disability

of any Voting Urustee, his successor shall be chosen by
& majority of the adult persons who would be the distrid-
utees of the personal estate of such Trustee had he at
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the time he ceased his dutles dled Iintestate owing no
debts and seised and possessed of such estetle domiclled
in varylend, An ingstrument in writing decignating such
euecesscr and signed by & majority of such adult dlstrib~
utees shall be delivered to the remmining Voting Trustees.
if there are no adult distridutees, the guardians of a
shjority of the Infant distridutees shall designate the
suscesscre fHuch successor shall, from the time of such
appoint=ent, be deemed & Votlng Trustee hereunder, and heve
&l) the estate, title, rights and powers of a Voting
Trustee hereunder; and all sets and instruments shall be
done and exeguted, which shall be necessary or reasomebly
recuested, for the purpose of effecting sueh succession,
end of making the Voting Trustees, as they shall exist
upen such appointment, the owners of record of the stoek
doposited as aforesaid with the Voting Trustees or Trustee.

(b) Ne Veting Frusteée shall be liable for any
error of Judgment or mistave of law, or other ristake,
or for anything, save "mly his imx wilful misecnduet or
grose negligence.

€. (a]! 1In voting upon said m. of satock, or
doing any &et vith respect to the conirol or menagement

of sald Compeny, or iis affairs, ap holders of the stoock
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deposited hereunder, the Voting Trustees shd 1 exercise
tnetr best judgmeat in the interest of sald Company,
and to the and that 1ite affairs shall be properly menaged.
{n) The vitms Trustees may vote on said
stoek in persen or by such person or persons as they shall
golect as {helr proxye.
9¢ Any holder of sny stock of sald Company may,
at any time, become a subserider hereio with respect to

any such stock, by subseribing this agveement and deposit~

ing the cercifisates of hia stoek aa aforesald, aguompanied

by duly executed transfer as sbove provided, and shall
thereupon and thereafter be deemed and be s subseriber
hereunder,

10, This agreement may be exeputed In several
parts of like form, each of which, when executed, shall
be deemed to be an originalj and suen parts shall to-
gether econstitute one end the same Instrument.

IN WITNESS EHEREQF, the several partles hereto
bave respeohively signed and sealsd thie agreemsnt, the

day and year {irst above written.

RITHESS s
Mary Moorer (SEAL)
“Cerl furphy
Mary Woorer — (SEAL)
Mary lcorer (SEAL)
“Beorge 5. JErphy, Sfe
’ ¥ary Moorer (SEAL)

“Jobn W. Wurphy, Jre
Voting Trustees
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SUBSCRIBERS

garl apd Veshtl kurphy
D A, Nurphy
Jdobn He Hurphy, dre

Mae E. Dyson

Arne tta ettier

Elizabeth Phiilips

garlita Jones

lda Bmith

vaghtl uatthews

rancee L. Uurphy

George L., Wurphy, Sr,

Teotal

N, OF SHARES

zg 'p_lll 521
5L plus k_ﬁ
59 5/6 plus Lo
8

1.5/6

-2 A/
5. |

5

i}

S

38% pius 140

lihg

i




STING TRUST

VOTING TRUSTNES

Carl ¥Murphy
Joba E. Murphy, Jre
De ATnett Wurphy

George B. Eurphy, Sr.

SHARES [E1D I

garl and Vashti ¥urphy. « « « «
Jobhnt He ¥urphy, Jreves ¢ oo o
De Arnett and Sadie V. lurphy .
George B, Murphy, 8P¢ ¢ o o ¢ o
YRE DysoOfs o o o ¢ ¢ o 0 o 8
Arnetta Loltlare o « o o o o 0
Elizaboth Phillipss o o + o ¢ o
Carlita Joned « o ¢ ¢« o o o o o

Tﬂlsﬁiﬂloo L BUR NEE BAR R ROl WO e
Vashtl Habthews o o o o ¢ o s o

Tranges %Yood R W S RO W W U

i

o

VUL Ia0 TRUST

SN RN |
s o 06 05 s s o« 99%/6
g Ay R
784

.
2
.
-
-
=
-
L
L]

.’....‘..75/6
o-oaolﬁoos-l/’

b
. . - £l . L kS L 5
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TIPFIE RXHIBIT HO
iiilea 1,Eth Kugust 1538

TEIS AGRESHENT wade in the City of Paltimere,
gtate of Waryland, this 2)let day of vay, 1SLE, by and be~
.tvua TERE APUO-AWERICAR COMPANY; & corperation of the ltate
of Maryleond (hereinalfter called the 'c:*r;wnuoh') and each
¢f the othere of the undersigned (Hereinafter called the
"Zteckholders® );

FITNEEBSET B

FNERRAR the Stosckholders are the owners and holders
of all the lssued and cutetanding stoek of THE AR O~AMERICAN
COMPANY . | ‘ |

WHERFASZ the sald Stockholders of the Corporation
deem 1t to be to thelir beat interests, beth generally and
severally, to enter into this Agreement.

NOW, THEREPORE, In considerstion of the mutual
benefits to be derived herefrom, end further in eonsider=
ation of the sum of One Deollar (§1.00) paid by easch of the
perties hereto unto the other, the receipt whereof is hereby
acknowledged, the Corporation and the £toekholders agree

&8 follows:

ARTICLE OB
(a) That exeept as hereinafter specifiocally pro=
vided, each stockholder shall not sell, sssign, transfer,
pledge, encumber or in any other way dispose of,
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eny or all of the shares of stoek of THE APROSAM/RICAN UOMe
PANY whick may now or Bereafter be held or owned by him, nor
ehull any of suoch shares of stook be transferebls until he
phall heve first offered for ssle all of his sheres of stoek
of T .AFEM%E:%X CONVARY $¢ the Corporstion. By the
words, "exeo;t as berelnafter speciflecally provided", the
parties mesn that the intention of this Apgreement 1s nct teo
preclude any stoekholder from making a gift or bequest of
eald stock to menbors of his family, or other object of his
bounty, nor preslude the transfer of said stoek to Voting
Trustoss wio are to hold ssld stosk under ihe terms of a
Voting Tmust Agreements The intentlon of this hgresment 1is
to prevent the anle, sssignuent, tranaler, pledge or encvmbrance
of pald stock for a considerstion,

(b} ’ﬂnﬁ. every sueh offer shall be in writing
snd shall be delivered %o the Corsoration st ite prineipal
of fice in Baltimore, Delivery te the Corporation of svery
euek offer shell be evidenced Y & recelipt tlersfor sisned
by one of the of fleers of the Corporation,

{e) That the Corporation shall biive & period of
thirty (30) days from the time »f delivery of said offer
within which %o deteruine mgm:- or not %o aceept sueh

offers  Asceptanss ahull be by notice in writiing delivered
to the Steckholder seo offering his Btosk.




(6) Thet ir the offer ne provided in pRracraph

(#) of this hrticle, be nooepted, the shures of stoek no
Ggeapted Ly the Corperation siall be psid fer at e

prices Levaimsfter provided.

(o) What Lf the shares of stook of cueh &tooke

holder ahall not be asoepted by the Corporation within the

peried of " tm provided in paragraph (o) hereef, such
sharea shell be free from tho restrictions of this hgree~

ment,

ARTICLE %O
Yhe purchase price hereunder of the sreres of
stock of THE APRO-AMIRICAN CONFANY » Bhall be the bhosk
value of such shares of steck, as shown by the statement
of Lhe Corporation, prepared by the Corporation's Certie-
fied Publle Aceountant, for the rlmeal Teur preceding the
date of sueh offer,

AT ICLE THAEE

That the shtres of rslock issued and del!iversd to

the Btockholders shall buve written upon the feee tiereof
the following stetemont;

This stoek is transferable only in aceordance
¥ith the terms of su Agresment dated Mmy 21, 198, by snd

betwasn the Lpockholders and the Corporation, the original

ef whieh is now on fils at the prineival of fice of the

S/




Gorporation, and upon preofl of conpllance therewl th,

ARYT ICLF POUR
This agreement shall be deemad to be mide under
and sovernsd by the Laws of the State of Marylands
e UITINES VHEULEOR, the Corporation snd the Stogke
helders have set thelr hands and seals, be of the day and

year first above written.

ATTRST THE APRO-AMIRICAN COMBARY
Agg"g"nytgzcretary B %gtﬁgz"?raaldonﬁ
In the Presence of Stockholders A o of Shares
Eavy 8. Moover carl Hurphy % 100
Vashti T. nugggzi
Dorothy Jagksen _Ds Arnett v.m-phz} 99

MMMM“

sary $. Noorer

!m be HoQLey

Joseph ¥, ¥Wallage

)
fudie V. Hurphy )

dohn ¥, Hurphy, 111

georgs . Nurphy

John H. furpny, v,

21

8%

99 5/6

S),
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Filed 15th August 1950

LIST OF STOCK HELD BY CARL J. 0. MURPHY

Dete Cert.Nos. Heecelived from *Transferred To 'No., of ‘'Halance
O1d 'Hew" ' ! Shares '
' L L) 1 | '
’ ' ' Afro~imerican ' ' '
June 28' Nene! t* Originel lasue ' ' '
3917 1 15 ' John H, Norphy, Sp, ' 20 t 20
‘ ' ' Tares 1 i Egee
& t" 't ' Gertificate~ ’ ' '
1951 27 '350 ' 12 Ih&;‘tl erizinal? t %2 ' 52
’ ' and unissued ' ' '
; 7 James mﬂam ¥ ¥ 7
, iune k,' 13 ;,56 ; (Jan.31,1911) ' RS ' sl
. ! ] ? .
.-m [} 1 ¥ L] L] '
Jln.19,' 6 'L‘l ' A.L.Cuines Fstate ° ' '
1933 t ! (Sept.1,1007) : N AR, P )
L]
Je 9, ' ' ' ' '
u “v 24 45 * Baith L. Jobhnsem ' '
: ' [Jj@rilfg 19%1) ' ' ;li ¢ S8
] 'S ] T
July $,! ' ' W.Ashble Hawkine ' ' L ' ‘
1930 15 who v (fept.1,1007 R se
]
Hov.19,"' ' ! Narner T. ¥MoOuinn °* ' 1-1/3 v 59e5/6
1 ' 26 68 v (Aprdl 4,1931 ' ' '

L L) gl
var.3, '45,56162 1 ' Flizsbeth¥,.Phillips 5+1/3 * sLi
mg 14 ' ' L] L) +

[} ' 1] ! ] '
Feb.1l,* Al ! ' . ,
' 30 167 ¢ ' Ide #. Smith R ' Log
L ' [ ] U 1
FUbolb.' ] ] ] i '
Vg ' 30 166! ' Vashtl ¥, Matthews' § LTS
' ' L ] [} . 1
March L*36, 70 ' Carlite ¥.Jones ' & v 3098
12B5 thosz0 ' ' ' '
' ' ' [ 0 T
May 22,' 61 ' ' ' '
. VRl ' 17 Elizsbe th O,lcod : i : 768
] T ]
Sept.2f ' t ' ' ]
' 78+ 80! Elisabeth O.Hood ' 3 LI
L L] ' ]
War.18 ¢ ' ' ! ' '
a9h6 ' 79 €1' Elissbetn C.Hoed ! ' 2 « M
t A L 1] 1
Mar.18 ! Lo ' Frances L.MurphyIl '
' 77 83* ' (%ood) t 5 ' 76&_
' ' ' ¥ L) ]
June 11°' ¥R ' ' ’
' §2 ¢ 86 Blizedeth O, Hood ! ' b ' __Bog
] i) [ 1] ¥ '
Ot ' ' ' ¥
i;l}g ” 85 ' 87 Blisabeth O, Hood ! g | : g1d
' ' 1 ' ' ]
Aug .26 v 1 ' » *
t 86 ¢ 89' Elizedeth 0. Hoed ' W R ) 3
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"PLAIRTIFF'S RXEIBRIT

:g.(\ Ontd)

LIST OP STOCK HELD BY CARL J. O, MURPRY
Date Cert,Ncs. Recelved from Transferred Te Ho. of Balance
v rx.'| ' ' sqg£,.f
fot.1B ' ¥ * ' '
19L6 90 ¢ 9_13 Eligsbeth O,Hood B SBORR gt
Kar.2l * ¢ Trustees J.H, nurphy, ' ho ' 32l
' Y 8y, 14 A\ '
_gly_z‘ 1 92 r. Estete : ' : g
Apr.3, ' Oeneesta ' v '
1947 '205 vao'zv 34lbert ' B : 1298
] ' 1
Apr.23,' 96 1'201' Prances L.Murphy b5 ' 13hs
947 M. ¢ : :
Ll ' ' L [ '
April 3 ¥ ' ' :
1947 206 1209' Harry L, Oilbvert 4 A 8 S
! t ]
Se@ 1l ' ' ' Gecrge D, ' ' '
1215 1221 gilbert ' M ool
il '
Aug. 17' ¥ ' Carl & Vashti ' '
1949 + L 23l John H, Murphy ' _gurphy AR, ¢ W2

S




"PLAINTIFF'S EXHIBIT NC.8"
LIST OF STOCK HELD BY D, ARNETT MURPHY

Da te Cert.Noa. Recelived from Tranaferred To No, of Balance
Shares

[ (B " ] '
Jan.2]l ' None!' tifro-American ' ' '

1911 ' #1 '#12'Criginal Issue ' ' '

' ' ':ahn K. wurgb 180, ' 20 't 20

' ' '(Bept,1, 1907 ' ' '
april i' " ' 20 shares Certificdte #27 : ;
1221" 27 ' 31 12 shares Originel & Unissued e SEESLANR.

L] L]
June 4 't James Ward Estate ! ' 2 v 54
1333 ' )8 ¢ 11 (Jan,%1,1911) ' ! '

L] ] L] ' ]
Jen.,19 ' 6 hO' A.L.Osines Gstate ' ' '

A ] ) o ] ) ]
AN~ vy (Sept. 1,1907) . - 8 ot g
Jan,19 * 24 * Li' Baith L, Johason ! ' 3% 1 sg
1 ' ' ¢ (April L,1931) ' ' '

L] ' ' [} ] ]
Ju@s ' 5 ' 50" W, Ashble Hawkins ° ' & 1 sk
1 ' t_t (Sept. 1,1907) ; ;

] )

Nov, 19t 25 ! 57' Warner T. ¥eluinn ! J '
! ' April 1931) ' :~ ) Rt ' 59«5/6

1) Ll

Mar. 3 ' 68' ‘Arnetta M,.lottier ' 7-5/6t 52
901 fm ' ' ;

O 1
ﬂlr.16 ' 3] 75' 'iae M. Dyson ' B LI 11
v L L L] - L
M T L] ] [] (] ¥
¥ar.16 ' 26 ' T5'J.H.¥urphy, Trustee ! ' 10 ' sl
a9hs ¢ *e—jErances L.Vurphy ! ' '
L} 1 i g L t
Mar.21 * 76 'Trunt"n ' '
' et dohin H. urphy Eaum ; 4O - 9l
] L)
i§f§} 31210 '211'Hurry L. Gilbert, Jr. v 95k
' ] ) L] '
[] ] 1 [} L

April 3'20L 1212 Genesta Cilbert I11Y Yoy ' 978
MI B [ ' ' ' B
] E L] [l s

121k George D. Cilvert ! t 2 ' 99§
' ]

April 31205
L7

L 1 M




CPLAINTIFP'S EXHIBIT NG, 8°

LIST OF STCOR HELD BY OECRGE B. WURPHY, SR,

Da te gert.los., Regelved from Trensferred To No. of Balance
[+ oW Shares
L [} L] L] ' [
fSept.l2" 1t 2" Afre Original lssue ' '
1907 ¢ * t John H, Murphy ' ' 20 ' 20
t ' ' 8r.., Rt !g ' ' L
] ] L] - (30 - 1 ml o L3 1]
aApr t 27 ' 28* 20 shares #27 Certificate ' 32 ' 52
193 ’ ' : 12 shares erla;ml:&;ggium " by
] L]
ium L * 13 * 344 James Ward Estate ' PEE v sl
] ' L ' ] L
-22' 1 1] ] L] ) ]
Jan., 19* 6 ' 38 A, L. Gaines ' ' '
1038 . vt (Sept. LOOT) R
' L) L]
Jen. 19* 24 ' L2+ m4ith L, Johnson ' W '
h v v (Apri) h293D) | BRI
il
J §," 5 * L7 ®., Aehbie Hawkins ' B ' S5B%
1 ' ' ' (S'Et'l ]907) * ' [
L ] + R 8 ) 1)
Jan, 8,* 28 ' 51 ¢t Howard B, Murphy ' 5 ' 534
193 ' ' L L] L) L
L) L] L] L] Y 1
J.n'é B+ 28 520 ' James H. Hurphy ! 5 R
L] & L] L ] 1 ]
m ] ' 1 L L] []
Jan. B,' 28 ' 5% t George B,¥%urphy, ° ) ' h}i
1936 ' ' ' Jr. ' '

T T T ‘ ' ¥ i
Jnng g," 28 » si t Williem K. ¥urphy' 5 ' 388
L ' 1] ? ] '

w’" i 3 3 T " [ [
Mer.21 ' 76 ' 95' John H.Nurphy,8r. ' ' Lo ' 8%
i ' ' ' Pstate ¢ ' '




"PLAINTIFF'S BXHIBIT NC.E"
LIST OF ST0CK RELD BY JOUHN J. NURPHY, JR.

Da te %irt.loa. Recelved from Transferred To Ho, of DBalance
2 v‘ - Shares
) L ' L]
Sept.12' 1 ' L' Afro Originel lssué ' 20 ' 20
1907 : :r 'r'.rohn i, Murphy,Sr,* ' '
L '
Apr. 4 ' 27 ' 29' 20 from Certificate 27 ' '
' ) ' : ' .
1951 - oy 12 originel & unissued : 32 J 92
June * 13 * 35 Jemes Werd Estate ' '
1931 S0 (Jen.%1,1911) : LS v 8L
1 |
Jan.19 ' ' A.L.Gaines Estate ' ' '
1933 ¢ 6+ 39" (Sept.1,1907) A .
L] Ll
Jan.19 * 24 ' 43' BEd4ith L.Johnson ! ' '
193k -, t_+ taprid g.lgnl ' : 3% v S8
' 1
July 5 * 5 ' 48 w. Ashbie Hawkins ! v 3 ' 58§
}1‘ Lot b (Sept.1,2907) ; :
L i ] ) ;
Nov.19 ' 2% ' 54' Warner T.MeGuinn ' toA=1/3 v 59=8/6
T A Lt (Apedd h,3931) A 4
'
Mar.21 * 76 t o' Trustees of ' ' ko ' 99-5/6
' L] L] : , ' L
T vy John H,Wurphy Sr, §nuu : a1
Aug.17 * L 234 ' Carl & Vashti r 5 v ol=5/6
m:g L ' L] ] L] ]
Ll L 4 L] L L '
19kg ¢ luzy'r ' AfrovAserdesn 5 89-5/6
) ] K '
191‘!!5?17 t L '236' John H. Wurphy,Jr.' Johd H.wurphy,fr.t 20 t 89+5/6

* These 10 shares lssued in place of stoek Certificate No. L4 for 20 shares



O

"PLAINTIFF'S EXHIBIT NC., 9"
Filed 15th August, 1950
STOCK HELD BY OTHER RELATIVES OF DEFENDANTS
WHICH WAS RECEIVED BY THEM FROM THE TRUST
ESTATE OF JOHN H., MURPHY, DECEASED, AND
OTHER SOURCES NOTED (ALL SHARES OF STOCK
LIETED HEREUNDER WERE INHERITED EITHER
THROUGH THE TRUST ESTATE OR THRCUOH CTHER
RELATIVES, A8 NOTED)

Name Relationship to Defts, Shares leld
Frances L. Murphy Sister 25 ‘
Genesta Gilbert Niece k-1/3
Ceorge Gilbert Nephew 1
Harry L. Gilbert Nephew L
Elizabeth ©, Hood Nieoce 20
Clementine M, Knox Hiece 21

(13~1/3 from Trust Estate
6-2/3 from Father, Daniel Murphy, Deceased
1 share gift by The Afro-American Company)

Genesta Gilbert Lane Niece 6=-8/9

John H. Murphy, I1II e phew g 21
(13-1/3 shares from Trust Estate
6-2/3 shares from Father, Daniel ¥urphy, Deceased
1l share gift by The Afro-Amer ican Company)

Jehn J. Cliver Ne phew 70
(50 shares received from estate of his mother,
Rese 4. Oliver (who was & sleter of defendants)
20 shares received from trust estate

Jean M, Rendolph Hiece 20
(1%-?/5 shares from Trust Estate
=1/% shares from Father, Daniel Murphy, Decessed)

195-1/3

S H




"PLAINTIPF'S EXHIBIT NO. 9"

LIST OF 8T0CK HELD BY STOCKHCLDERS
OTHER THAN DEFENDANTS

STCCK HELD BY CHILDREN OF DEFENDANT CARL MURPHY:

Name Date Issued No. of Shares Total
Carlite M, Jones Mar. L, 1943 )
Vashti ¥, Watthews Feb, 1L, 1941 5
Elizabeth M, Phillips  Mar. 3, 1939 5-1/3
jda M. Smith Feb. Ui, 19h1 5
Frances L, M, Wood var, 16, 1946 5 25-1/%

STOCK HELD BY CHILDREN OF DEFENDANT D, ¥, ARNETT MURPHY:

Mae E. Dyeon Mar. 16, 19hk 6
Arnetta Lottler ¥ar, 3, 1941 7+5/6 15-5/6

STOCK HELD BY CHILDREE OF DEFENDANT GEORGE B, MURPHY, SR,:@

George B. Murphy, Jr. Jan.
Howard H, WNurphy Jan,
James H, Wurphy Jan,.
Willliam H. Murphy Jan,

g, 1936
g, 1936
£, 1936
8, 1936

b
P
p
p)

20

:




"PLAINTIPF'S EXHIBIT NO, 9"

S8TOCK HELD BY EMPLOYEES OF THE CCMPANY SUBJECT

TO RESTRICTION THAT S4ME CANNCT BE S0LD OR
TRANSFERRED AND MUST BE RETURNED TC THE COMPANY
WHEN THEY LEAVE ITS EMPLOY, AT COST PRICE OF §%.00

Date Issued Neme of Stockholder Sumber of Shares
¥arch 16, 194k Ira Culson 1
February 1, 1941 Lulu Jones Patterson 1
December 31, 192L Edna Oroomes Rawlins 1

=

X




"PLAINTIFF'S EXHIBIT NO. 9"
LIST CF MINORITY STUOCKHCLDERS NHOT RELATED TOC DEFENDANTS
Date Issuved Name of Stockholder Bumber of Shares

Sept. 12, 1907 Qecorge F. Bragg, Jr. 3

(On Jen. 6, 1949, these 3 shares
, were transferred to Nellie
L;) Bragg Sorrell, a daughter of
; George F. Bragg, Jr., deceased)

Sept. 1, 1907 Perry P. Clark, deceased 2
July 22, 1924 Wilbur Henry 5

(These shares were inherited
from Anns L., Hemry, deceased,
his mother, who obtained the

5 shares on September 1, 1907)

. J“ly 19, 19}’4 Edith 1. Johnson 2

(These shares belonged to the
complainant and were inherited
by her from her father, Wil-~
liam H., Daly, and consist of
part of the 20 shares of stock
issuved to him September 1,
1907)

Sept., 1, 1907 Charles Stewart, deceased

I |-




PL_A!R’:IW'& EXHIBIT HO,. LO
Filed 15th August, 1950 Yoarly Salaries &
Bonuses Paid to
Dividends Paild Defendants (¥ot
Yesrly on Bach including week
ea ar : & ome ‘hare saleries paild
1915 & 12,000,00 &  970.73 Wi b
1916 16,453,085 981.56
1917 13,796.92 870.07 29
J 1918 27,320.L2 2,566.18 25
1919 ot Shown Not Shown 30
1520 62,719.L0 5:560.37 «30
1921 ;,450.03 5,488.62 30
1922 70,123,00 ot Shown 3.10
1925 & ,623.00 Hot Shown Hone
] 192l 101,578.76 - 7,900.10'%’ .30
1925 109,235.29 £,059.92 «30
1926 123,560.52 13,400.59 1.00 9,500,00
1927 127,543.96 5,661.06 1.00 1,525 .00
1928 Wi, 85.79 2,415.04 1.00 9,000.00
1929 153,L89.24 2,008.7 1.29 15,000.00
1930 175,640.61 2,013,351 1.25 20,000.00
1931 185,992.78 97h 37 1.2% 28,155L .43
® 1932 171,357.50 - 296.4(1) 1.00 20,171.63
1933 195,156,536 2,05L.73 None 38, 030400
1934 207,738.5% 1,390,595 1.00 18,525.00
1935 229,75h.38 L,509.84 1.00 36,001.52
1936 279,658.01 3,868.92 2,00 40,000.00
19357 516,233.35 11,625.65 1.00 40,000.00
19358  326,260.30 - 2,790.63'%) 1.25 10,000.00
i 1939 378,529.86 16,296.68 1.00 40,000.00
1940 L30,223.24 18,540.09 5400 L5,000,00
19k1 501,132. 64 31,328.76 5,00 L5, 000,00
1942 636,03.21  56,769.73 7.0  50,000.00
3 150533409 T 50,Lk9 .ol
54, 779.22

,‘1

" 1,100,779.57
k6  1,205,242.33  9L,373.52 15.00
1947 LAR, MRk 31,8564 None
1948  1,466,860.70 £9,220.65 10.00
19h9  1,509,L60.90  55,561.16 .25

1. indiocsates loss.
2. COeorge B. Murphy recelived none of this selary.
3. Paid enly to Defendants Csrl Wurphy &nd D. Arnett Murphy.
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PLAINTIFF'S EXHIBIT NO, 11
UgUus
AMOUNTS PAID INTO PENSION AND PRUFIT SHARING TRUST BY AFRO-
AMERICAN CUMPANY AS SHUWN BY
CERTIFIED PUBLIC ACCOUNTANT REPORT

1943 $ 39,683.29
1944 46,161.91
1945 38,509.34
1946 35,182.48
1947 13,468.19
1948 18,984.58
1949 13,919.62
TOTAL $ 206,909.41

Report of Certified Public Accountant to Afro-American Company
dated March 10, 1949 shows the total amount pald into Pension
and Profit Showing Trust up to December 31, 1948 as follows:

1948
Pension Trust $ 3,362.07
Total Previous 96L783 58
Grand Total $ 100,145.65
Profit Sharing 16,622.51
Total Previous 90, '867.40
Grand Total 107,489.91




PLAINTIFF'S EXHIBIT NO, 12
& g us
October 6, 1943

The Board met in special session at 2:30 P.M. with members
present.

The object was to have Mr. John D. Wright explain the varlious
Retirement Funds, Pension Funds, etc.

58. At the conclusion of the conference the Board voted to
have Mr. Wright draw a Retirement Plan that would beaccept-
able to the Board; his fee will be $1,000.00.

November 29, 1944

Resolved: That the pmended Profit Sharing Trust in the form
presented to the meeting be and 1t hereby is approved and
adopted, subject to such changes in form as the Presidentof
the Company and Counsel for the Company shall approve, and
the proper officers of the Company are hereby authorized to
execute said amended plan on behalf of the Company, and to
do all other necessary and proper acts to effectuate said
amended plan as set out therein or otherwise.

(&
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i

PROFIT SHARING TRUST OF She Afremimerican Company 196

|

COMPENSATION

g“m,r PAID OTHER | CONTRI- PER-
. Amscmms OTHER THAN PLAN BUTION
IN CASH

Length
of
Service

BN
3

dlidunuaiy

w

28

211 .2§

Bt
—__Ishe 7 27 A : 174323, 7%

Total comper <ation vait Lo ail erplerees ia pian: '065'”2.17
Total cor en:2'jor paid tc a’l woolorees of enployer: § 628,21‘0.97
Total CUAALI‘;‘-‘AL-~.'H tu r;c...:

v
e
i

All employcec of oo 1oy s 352
All enploy:es covered oy the piaa: 18§ -
All employees ev~1udag and weanom thawsfoars they do not meet the
requiremsent as to length of service. They must have been
employed as full time employees for two years as at Dec, 31,

Employment must be continuous,




SHEDULE 2 PROFIT SHARIIG TRUST OF Mm_g, 19%7

z = g ' I R 7
° 2 12pd o058 g oTicR CCiPEI 3A-
- ~“c oo e B4 b')wz BA3IC DIRECT TIO! PAID TOTAL OTHER | COITRI- PER~-
N-A-¥-E o °n 1584 S315°%] SALARY | PAY.2nTS | CTHZR THAN PLAX BUTION CENT
o W > > - I1.i CASH - . »
- B e
S X >34
X |28 P S x 157 3
1 1900 23 | x 191.
1 %ﬂjw x_ [uk.kg 1102
64 ¥ 18 5 10.92 | 62 | x 1&9-57 J 21
1900 5 17.29 | Lx____L132.87 l.
o3y = 1 | B.B2 | x 116.73 11
1l x | - e mmme | 4 860,00 | no 116.22 ) I
x 18,21 x 114,10 .9697
x 2.95 s | x 110.71 29604
N mm— 0! na 110.06 29548
- 9.72 x 105.52 .915%
no 6.2 | x __ 1105.21 " .
z 4 302.0 19,60 | L 321 .61 x 102,
no 20 - — 12,79 | b 306 42 = |
Bn_..lglﬁ__h_, — m_w L _NO 102.05 8553
no 11911 11 4 259 2 [ 4 262,16 | x 101 .47 8803
x 11907] 9 h;zﬁb.ut__—__ . (4 25568 [ x  [101.12 87723
no | 1905 § L, __.%4,22&4&-_1__ 1100.39 | .8709
1014[ 10 [ W.188. | s.98 [ Lok 06| x | 9976 | .RESE
3.00 x [191€! 10 | &.1L0 642 |4 TLELD | x 98,62 | _B556
_no | 3 L L2, 5 seee | 4. 142,53 | nc 4 98,68 | 8561
J. Coates x 17 4,120 B3 163 | 4 135,51 | x 98.16 ﬂj
. Nelson Fortune X rlggii 12 %,101.37 24,3k .r&;135.21_J,;_n_ 97.70 /
T0TALS: 162,879.31 _381.k2 1168,260,7 J
1. Total ccrirensetion jaid to #ll1 emsloyees in plan: ; 502 309.26
2. Totel cturenertion :2i1¢ to all em=loyees of emnloyer: 572 71 ‘03
3. Totesl contribution to »lan:
1. All ew:lo_yees of emd>loyer: 38Xk 310
‘? all zmal OJ-.s coverz< by the olan: 143
a 12 cxnlac 4 and reeson tacre or. All employees have not met the requirements of
pian which ltatoa that they must be "full time”™ employees with two years of continuous C;C:

lorvico as of December 31.
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SCIEDULE 2 PUOFIT OHARLLG T=UST OF The Afro-American Co. 1948
-~ ———— - I _ — —— et o g e T - T - = e g— e ————— e e e e e e «Y_—_. —
} £ ‘ oy 8 AT OTHER CQ};!}&ATIMQ - SRS .
CE | LT |4ES D s e g saLa DLECT A . JHER | CMEL | T
NoAdie ! h ! “ 2| ;E $_-! 0:2 0o 3 ALAnl PAYMELTS ul‘.z;ﬁ L‘n'n” TOTAL FLAN BUTI1ON CERT |
| O | w2 A > e I CaSH J.
} i

[ 13.00  130.133,00 yes | k9O 5k _
: k Sl ~-33.70 30,153170?'1“——__&90._9;_
Howard Hb murrky i?”?.i ﬁg% _ 21.32 | 7°8.921.32| yes __Zg!‘tgg -7{203
W, 1. Gibson ! 20200,08 | yes A
@ ames E, Mur phy i ﬁmﬂ Jx%ﬁ:__‘m% 228,27 N.3733
n . YYo= | yes 181 .87 1,0041
yos | W9 yes | 176,30 [1.ORBE |
Joi 1 yes | 170,05 1 “93’6
_yes 4
8,12 | _yes | 163, _.9836—{
%_-_ ﬂ_«_-.gs.u_ﬂjﬁ#ﬁf_w_h 1 .9109 |

11.83 <0 | 147,17
%»ﬁ—::m_m—;ﬁ*mﬁ

]
téi

N
i
i
:
i
i
BB
JEE
-
i
|
1l

Bk
ook
:
<

i

’r.:‘: B r;sf;f

4 b

:
:
!
:
28

:
::rr:
F;a
8
i
:
i

TOTALS: | logwe,0y | [ 319.55 wsgzesslo . L L

ls Total compensation rai: (o all empliyvees in rlan: » ~”9,~96.“

2. Total cor ensa*iorn pal® v all enplorees of enclerer: © 5 &

3. Total contriuvut_.on to p.a.: v 16, N |

1. All employees cf omplsy ol 208

P All employees covered by the piaa: ]_n

3 " g : « -cr. A1l employees Tidve not met the requirements eof

3 B4 $Y¥an which states that they must be "full Time® employees with two years of
continuous service as of December 31,

¢7




~Ohedule 2 Profit Shering irust of: The afro-amsricnso Company 1949
1 i — * - e g ———— e - e - e e = oo = - ' !
% of bupezj Yr.' ength Gompensati,.rl i '
‘ , stook visouuy orrf'c’f basic Otner Paid Other Total |Other vontrd butlion E
HAME OF<ICeR sirthl.erv, dal ar, | Direot Then in Caesn Sal'ry  Plan
Juti:.s ! | Paynents|
Carl Murphy ' Pres, '19.6 - ‘1889 * 31 30,180,000 + ! ‘30,380,000 'yes v 194 . 9——t——fivod—
‘ D aractt aur hy fV.P-Irér.gli.G ‘1892 ' 40 130,180,00 ! 26,85 30,800,805 ‘yes - 174,72 - 2.0639
_ H. H. Murphy ‘ .71 yee 1,00 | 25 , 9,9J0.,00 25.14  9,0.3.14 yes — 104.83 1,583
=, I, Gibson ' 1902 i 22 | 7,039,78 25,05 ' 7,720,483 ‘yes 8y,.6y — 1,300
Jemes H., Murphy = =~ —— T TI'™"T IS07 20 %, WU T 71047 | 5,830.47  yes O T9.44 1.9
oy Garvin : " 1,00 |11 | 6,220.00 1,18  6,239.18 yes 72,45 1.094
®  Ralph Matthewsm . ) " ‘1904 | 25 | 5,323.00 ‘ le,15 5,336.15 yes 81,37 = .336
—Jdohud, Oliver 10.2 ™ 151215 | 5,30J0,00 " 11,08 | 5,311,068 | yes ' 6l.73 .92
" T}L1.T Mao , . w1308 F5,%50,00 | ; I 1 51250.00 ‘mo 61.15 924
o camuel Sno.den . " ‘1898 26  5,097,00 . 124,82 | 5,121,82  yes , 59,37 .897
farmoh L. Templeton n 1908 o 5,050.00 | 14,26 | 5,004,26 , yes 58,82 = .888
———FPBak Ph IIlp8 ~  — 7T ULGIDTID 4‘:‘9‘03"00 v | 8.33 | 4,:08,33 yes ' 57,07 .802
~ 7 Ellzubeth Phillips 276" 1yl7 11 4,835,000 L 6,39 .» 4,841.39 yes _ Su, 32 .80
John H. Tg:{h’,_ar(__j Y e 52 L D ¢ - 1,732.4 | -- | 4,732.46 yes 55.12 .833
Medford Heynolds ) N B ARG ) (+ D ¥ SR W . T ‘ 12,09 ' 4,712,09 " yes ‘ 54.74 .827
John ~ashington L . ‘1907 11 ° 4,700.00 li,0l ' 4,71i,61 yes 54.74 .827
7 K, J. Coates —we———19ur T 19 4,600,000 - lo,54 ' 4,616.54 yes 53,58 .809
M&Eloa: Oswell  ~——~  — 7 T~ w " Iyp9 13 ~ 4,600.J0 . 7 11,75 T 4,011,705  yes 53,8 .89
Jomes Beoketl ' - no 1913° 5~ 4,58¢,59 ° 8,61 ' 4,595.,20 yes 53,32  L.807
willlam Levwis ao —ISI5 14 —4.,527.88 T ° 7.99 ~ 4,535,67 yes 52,74 797
T Tazewell Leuls | ‘no~ ‘191" 6 ' 4,5J1.43 ° : 8.07 ~ 4,%09.50 yes 5..43 792
N, B. Carrlagton —~yeés 1893 16 1,500.00 ST 719,18 T4,019,.14 ¢ yes 52.44 L7192
""‘ . N, Fortune %! 1886 1%~ %,462.01 T T ,26 T 4,862,597 yes 52,00 .785
> fIoyd Mooré e —H5 1892 20 = &%,J388.80 TI3.83 4,302,229 yes 51.12 . 772
L, A, Bell ' " ""mo 1905 © 7  4,384.05 - I4.71 4,398,76 yés - 31,05 «T74
Totals | 180,530.16 311,12 180,840,.28 1749 .25
1. Totel compensati a peid to all employees in plan: #568,343.10
2, Totsl compensation paid to alLl emrloyees aof employer: 1728,034.21
3., Total co.tribution to plan : 6,620,36
1., all employees of em loycr: 2l4
2, All employ es ocovered by the plsn: 153
3, Aall employeces exciuded and reason therefore: All employees hsve not met the r.quirements of the plsn which stateg

that they mustbe "full time" employ:es with two years of coantinuows
‘ servioe aos of Decem.cr 31,

¢s
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PAUL BERMAN

PLAINTIFF'S EXHIBIT NO. 14

)
LAW OFFICES

THEODORE B. BERMAN PAUL BERMAN TELEPHONE
SIGMUND LEVIN

PL AzA B88S8
AR i R 110-112 E. LEXINGTON ST.
WALTER C. HERLIHY BALTIMORE 2, MD.

EARL M. FOREMAN

@

August 2, 1950.

The Afro-American Co., Inc.
and
Carl Murphy,
D. W. Arnett Murphy,
Mae Uyson,
Howard H. Murphy,
John H. Murphy, Jr.,
John H. Murphy, I1I,
Elizebeth Phillips,
William I. Glbson,
Arnetta M. Lottler,
John J. Cliver,

Ida M. ?yitﬁ;\
/// \:}X
628 N. Eutaw\St.,
Baltimore 1, Md.

oy

s s

of said body corporat .:

~ As attorney for Edith L. Johnson; a EEigglder of
The Afro-American Co., Inc., I respectfully
vou forthwith take legal steps against Carl
Murphy, Sr., D. W. Arnett Murphy, and John H. Murphy, Jr., to
recover from them for the following wrongs committed by them
against The Afro-American Co., Inc, and its stockholders in
their capacity as directors and officers of sald company:

f Illegally paying to themselves exorbitant, excessive,
and unreasonably large salaries and bonuses as officers, direct-
ors, and employees of said company from 1926 to date, and in ad-
dition thereto, paying to themselves directors' fees, fees for
mileage, transportation, etc., which were also 1llegal, unreas-
onable, and excessive.

2 Illegally charging to the said corporation their
household expenses and the expenses of their private automobile.

(9




The Afro-American Co., Inc. -2 August 2, 1950.
etc.

e 19 On April 4, 1931, unlawfully distributing to themselves

. 48 shares of stock of sald company, authorized by its charter,
. but theretofore unissued, without paying any consideration there-
for to the corporation, which stock was also issued in violation
of the preemptive rights of my client and the other stockholders.

4, On the dates hereinbelow indicated unlawfully distrib-
uting to themselves without paying any consideration therefor the
following listed shares, title to which had been acquired from
their previous owners by the expenditure of funds of The Afro-
American Co., Inc.:

a, April 4, 1931, 40 shares theretofore belonging
to Mrs. Eva S. Purdy;

‘ b. April 4, 1931, 40 shares theretofore belonging
to Noah Murphy Thompson;

¢c. June 4, 1931, 8 shares theretofore belonging
to James Ward;

d. January 19, 1933, 2 shares theretofore be-
longing to A. L. Gaines;

e. January 19, 1934, 14 shares theretofore be-
longing to Edith L. Johnson;

f. July 5, 1934, 2 shares theretofore belonging
to W. Ashbie Hawkins;

g. November 19, 1937, 4 shares theretofore be-
longing to Warner T. McGuinn (George B.
) Murphy, Sr. did not participate in the di-
vision of these 4 shares);

h. March 16, 1945, 10 shares conveyed by Martha
Frances Louise Murphy to D. W. Arnett Murphy,
the consideratlion for said transfer having
been paid by the said company;

i. From May 22, 1945 to October 18, 1946 Eliza-
beth 0. Hood transferred 50 shares to Carl
Murphy and Vashti Murphy, his wife, in con-
sideration of money advanced by the corpora-

" tion;

j. April 3, 1947, the following transfers were
made in consideration of the extinguishment
of a debt owed by the owners to the corpora-
tion;

5 shares from Genesta Gilbert, wife of de-
ceased grandson of John H. Murphy, Sr., to
Carl Vashti Murphy;
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etc.

% share from Harry L. Gilbert, Jr., child
of Genesta Gilbert, to Carl and Vashtil
Murphy;

1% sheres from the said Harry L. Gilbert,
Jr. to D. W. Arnett Murphy and wife;

2 shares from Genesta Gilbert II, daughter
of Genesta Gllbert, to D. W. Arnett Murphy
and wife;

2 shares from George Gilbert, son of Gen-
esta Gilbert, to D. W. Arnett Murphy and
wife. .

5. On June 4, 1931, illegally making a gift of 2 shares
of stock of the company, 1 share to Clementine Knox and the
other share to John H. Murphy, III, without any consideration

therefor.

6. Illegally making the following gifts and disburse-
ments of corporate funds for purposes unconnected with the
corporation's business, as follows:

a.

In 1935, payment of a weekly salary to Mrs.
Frances Murphy for nursing Mrs. Eva S,
Purdy;

January 5, 1937, making contribution of
$150.00 to Republican Campaign Fund;

November 17, 1939, gift of $150.00 to Mrs.
Eva S. Purdy;

November 17, 1939, cancellation of loan
made by company to John H. Murphy, III,
without any consideration therefor;

1943 - cancellation of a loan of $1,700.00
with interest, made by the company to George
Ba Murp}ly, Sr';

March 16, 1945, cancellation of a loan of
$1,376.10 with interest, made by the com-
pany to Martha Frances Louise Murphy, with-
out any consideration therefor;

1945 - gift of $1,000.00 to Carl Murphy,
to take a trip for his health;

1947 and 1948 - illegally paying salaries

to George B. Murphy, Sr. and John H. Murphy,
Jr., after they had retired, the total amount
of said illegal salaries being over $30,000.00;

Pk
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etc.

i, 1949 - illegally giving to George B. Murphy,
Sr., an honorarium of $1,000.00 and to Mrs.
Frances Murphy an honorarium of $500.00;

j. Advancing approximately $3,000.00 of corpo-
rate funds to William Johnce Purdy, for his
own personal use, without any beneflt or pros-
pect of benefit to the corporation;

k. Now and for many years past, illegally paying
a pension to Sarah Neely.

7. Beginning in 1943 and continaing to date, lllegally
spending over $200,000.00 of corporate funds by unlawfully es-
tablishing and creating a pension trust and profit-sharing agree-
ment, the said Carl Murphy, D. W. Arnett Murphy, John H. Murphy,
Jr., George B. Murphy, Sr., and thelr children belng the princi-
pal beneficiaries under that plan.

8. On July 10, 1947, causing the company to transfer prop-
erty 1200 Druid Hill Avenue to Carl Murphy and Vashti Murphy, his
wife, and D. W. Arnett Murphy and Sadie Murphy, his wife, for a
grossly inadequate consideration.

g. Using corporate funds for their personal purposes, to
wit: more than $10,000.00 attorneys' fees charged to the company
for professional services rendered the above named individuals
personally.

10. For other frauds and irregularities committed by the
above four named individuals in the management of the affairs of
The Afro-American Company, Inc., which my client belleves an ex~
amination of the books of the company will reveal, but of which
she has no personal knowledge at this time.

If the corporation does not bring sult to recover for
the wrongs and irregularities hereinabove set out, then Mrs.
Johnson will have no choice but to bring the sult herself on be-
half of herself individually and all other stockholders of said
company similarly situated.

If I do not hear from you on or before August 14, 1950,
I shall assume that the corporation is not interested in conduct-
ing the litigation, and shall file suit on Mrs. Johnson's behalf,
as aforesaid.
Very truly yours,
PB:EE

REGISTERED
R.R.R.
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PLANTII- "' EXHIBIT NO. 15
100 :

Filed 15th August, 1

v ’
ESTABLIS=ED 892 MEMBERS A B C

AFRO - AMERICAN NEWSPAPERS

E AFRO AMERICAN = WASMNGTON AFRO AMERICAN - MaaDfifwa AFRO AMERICAN  NEW 856 AFBO AMECAN  BCrmcod AFRO AMERICAN - NATIONAL AMRO AMBIICAN

EXECUTIVE OFFICES 628 N EUTAW STREET
BALTIMORE K, M D

August 9, 1950

Paul Berman, Esquire
110 E. Lexington Street
Baltimore 2, Maryland

Dear Mr. Berman:

Your letter of the 2nd instant, addressed to the
AFRO-AMERICAN Company and others, is at hand.

Due to the absence from the city of several of
the addressees, it will be impossible to hold a
meeting on or before August lgth, the date stated
in your letter; but I am calling a meeting for
early in September at which I hope all will be
able to be present.

The charges which your most recent client has
mentioned seem to have been disposed of by
Federal Judge William C. Coleman, in the case of
. Thompson against the AFRO, etc., although, not
being an attorney, there mag be some things
which I do not understand about his opinion.

However, the Board of Directors of the AFRO-
AMERICAN Company, as always, will be full -
formed of the matters alleged in your let{er
of the 2nd instant, and whatever its decision,
you may rest assurdd it will be preceded by
serious conslderation and you will be notified
of the outcome by our attorneys.

‘ Very truly yours,

w %
Carl Murphy

President




PLAINTIFF'S EXHIBIT NO.16
iled 15th August,

LAW OFFICES OF

PAUL BERMAN PA U L B E R M A N TELEPHONE
THEODORE B. BERMAN PL.AZA 8888
SIGMUND LEVIN 110-112 E. LEXINGTON ST.

JOHNT. WELSH BALTIMORE 2, MD.

Augast 10, 1850.
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Very traly yours,

PBIKE
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DEMUR ER &4y
Filed 18th September 1950

EDITH L, JOHNSON, A stockholder *
of the Afro-American Company, *
a body corporate, on her own *
behalf and on behalf of all
other stockholders of The Afro- *
American Company, a body corporate, *
who may come in and contribute *
to the expenses of this suit,
and for the benefit of * IN THE
The Afro-American Company, *
a body corporate * CIRCUIT COURT NO. 2
1523 Druid Hill Avenue
Baltimore, Maryland * OF
*
v g BALTIMORE CITY
CARL JAMES G, MURPHY, *
DAVID W, ARNETT MURPHY, *
GEORGE B. MURPHY, SR., and *
JOHN H. MURPHY, JR.
628 N. Eutaw Street, *
Baltimore, Maryland *

EHXHR HXXE XXX XEXXNR HHHXX XXX*
PR 905.00.5
The defendants and each of them demur to the whole Bill
of Complaint and each and every paragrpah thereof, because the
said bill and each paragraph is bad in substance and insufficient
in law, because.

(a) The Bill of Complaint does not state such a
case as entitles the plaintiff to any relief in Equity.

(b) The Bill of Complaint does not state such a
case as entitles the plaintiff to the relief praved for.

(¢) That the Complaint contains no allegation that
The Afro-pmerican Company refused to institute suit against
respondents.

(d) That it appears from the allegations of the
Bill of Complaint that the plaintiff is barred from any relief
because of lAches on her part.

(e) That the allegations of alleged fraud on the
part of respondents are too vague general and indefinite to be en-
forceable in a Court of Equity.

(f) That while the bill maskes allegations of fraud
the facts recited in the bill do not constitute any acts of fraud,

such as to entitled plaintiff to recover in equity.
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(g) The bill does not allege sufficient acts of
fraud, illegality, or ultra vires which would entitle plaintiff,
as a minority stockholder, to maintain this action.

(h) There is no allegation that the acts complained
of were at any time disaffirmed by a2 majority of the stockholders
of the corporation.

And for other reasons to be assigned at the hearing of

this Demurrer.

SoIicItors‘éir Respondents

STATE OF MARYLAND
CITY OF BALTIMORE, TO WIT: s8s

I hereby certify that on this/f‘”day of September, before
me, the subscriber, a Notary Public, in and for the State of Mary-
land, City of Baltimore, aforesaid, personally appeared Carl J. M.
Murphy, one of the Respondents and on his own behalf and on behalf
of all respondents, made oath in due form of law that the said

Demurrer was not filed for purposes of delay.

(Sfut) Fhenaoear) O

Notarpy Public

I hereby certify that on this day of September, 1950,
a copy of this Demurrer was mailed to Paul Berman, 110 E. Lexington

Street, Baltimore, Maryland, Solicitor for Plaintiff.

/?Zﬁ‘/'/'/ff 07%

0 coungel for Respondents
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PETITION AND OFDER
Filed 27th September, 1950

EDITH L. JOHNSON, Astockholder *
of the Afro-American Company, *
a body corporate, on her own *
behalf and on behzlf of all
other stockholders of the Afro- * IN THE
Americen Compeny, & body corporate, *
who may come in and contribute *
to the expenses of thils suit, CIRCUIT COURT NO, 2
and for the benefit of *
The Afro-American Company, & *
body corporate * of
1523 Druid Hill Avenue
Baltimore, Maryland *
* BALTIMORE CITY
VS *
CARL JAMES G. MURPHY, *
DAVID W. ARNETT MURHPHY, *
GOERGE B. MURPHY, SR., and *
JOHN H. MURPHY, JR.
628 N. Eutaw Street, *
Baltimore, Maryland *

FHEE FHEER XAEX XXX ¥AEX

XX OO X XN

TO THE HONORABLE THE JUDGE OF SAID COURT:
The Petition of the Afro-American Company, respectfully show:
1. This is sn action brought on behalf of the Afro-
pmerican Company, a corporation, by the plaintiff, the holder of
less than 5% of the outstanding shares of the stock of the Afro-
Americen Company, against the defendants.
2. That under and by virtue of Act of 1945, Ch. 989,
Article 16, Sec. 195, Code of Public General Lews, applying to
suits of this nature, the petitioner is entitled to require the

plaintiff to give security for the reasonable expenses, excluding

sttorney's fees, which may be incurred by it in connectlon with such

action, or which may be incurred by the defendants in connection

therewith for which petitioner may in anywise become legally liable,

for which petitioner may have recourse, upon the termination of

this action.

WHEREFORE, Petitioner prays that an order be passed accordingly.

AND AS IN DUTY BOUND, etc.
O e

¥

Sollcitor for Afro-Americen CoO.
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EDITH L. JOHNSON, a stockholder ¥
of the Afro-American Company,

a body corporate, on her own *

behalf and on behalf of all IN THE

other stockholders of the Afro- *

American Company, a body corporate,

who may come in and contribute *  CIRCUIT COURT NO. 2

to the expenses of this suit,

and for the benefit of *

The Afro-American Company, a OF

body corporate *

1523 Druid Hill Avenue

Baltimore, Maryland * BALTIMORE CITY
VS8 *

CARL JAMES G. MURPHY, *

DAVID W. ARNETT MURPHY,

GEORGE B. MURPHY, SR., and *

JOHN H., MURPHY, JR.

628 N. Eutaw Street, *

Baltimore, Maryland
*

¥ ¥ ¥ ¥ K X ¥ X X ¥ ¥ X ¥ ¥ *F ¥

ordered this 27/ day of September, 1950, by the
circuit Court No. 2 of Baltimore City, that the plaintiff show
cause within ten days from this date why the relief prayed in
the proposed Order should not be granted, PROVIDED a copy of the
proposed Order together with a copy of this Order be served on

Orros ex
Plaintiff or her Solicitors of record, on or before r

2, 1950.

& Emony H Mass

Judge




ANSWER OF COMPLAINANT

TO PETITION OF b
THE AFRO_AMERTCAN COMPANY
Filed 2Bth Cctober, 1950

EDITH L. JOHNSON, A stockholder $
of the Afro-American Company,
a body corporate, on her own
behalf and on behalf of all IN THE
other stockholders of the Afro-
American Company, a body corporate,
who may come in and contribute

to the expenses of this suilt,

and for the benefit of :

The Afro-American Company, a OF
body corporate,

CIRCUIT COURT NO. 2

L BALTIMORE CITY

CARL JAMES G. MURPHY, :
DAVID W. ARNETT MURPHY,
GEORGE B. MURPHY, SR., and
JOHN H. MURPHY, JR.

.o

TO THE HONORABLE, THE JUDGE OF SAID COUURT:

Edith L. Johnson, complaihant in this cause, for answer to
the petition of The Afro-American Company, a body corporate, and by
way of showing cause as required of her by the Order of this Court
dated September 27, 1950, annexed to said petition, respectfully
shows:

2 The complainant admits that, as appears from her bill of
complaint, this action was brought by her as a stockholder of The
Afro-American Company, on her own behalf and on behalf of all
other of its stockholders who may intervene herein, and on behalf of
the Company, and that she 1s the holder of less than 5% of its
outstanding stock.

- The complainant denies that Article 16, Section 195, Code
of P.G.L. of Md., invoked by the Company in 1ts petition has any
application to this cause or to the complainant who, as appears from
these proceedings, was, at the time of the filing of her bill of
complaint, and still remalns, a resident of Maryland.

3. The Company fails to show in its petition any sufficient

ground or reason why the statute invoked by it should be applied to

€0




this cause or to this complainant as the Company attempts to have
done by its petition.

4, That the statute invoked, as sought by the Company
to be applied to this cause and this complainant, would violate the
law of the land and would be unconstitutional, illegsl and void in

. that it would deprive her of property without due process of law
and deny to her the equal protection of the laws, which rights
are guaranteed to her by the 23rd Article of the Declaration of
Rights of Maryland,

5. That the statute invoked, as sought by the Company to be
applied to this cause and this complainant, would deprive her of

’ property without due process of law and would deny to her the equal
protection of the laws in contravention of the provisions of the
Fourteenth Amendment of the Constitution of the United States.

6. That there are other and further reasons why the statute
invoked by the Company may not validly be applied to this cause or
to this complainant.

Having fully answered the petition of The pAfro-American
Company, a body corporste, and shown cause as required by the afore-
gsaid Order of this Court of September 27, 1950, the complainant prays
. that said petition be hence denied,.

AND, she will ever pray, etc.

5¢22¢£/éz 2C34L/b¢«,4¢vu/

TYolicitor for complalnant

I hereby certify that on October 2:§ , 1950, & carbon

copy of the foregoing answer was mailed to Harry O. Levin, Esq.,

Maethieson Building, Baltimore 2, Maryland, solicitor for The Afro-

American Company.

~ Solicitor for Complalnant

gl
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PETITION AND ORDER

Filed 5th February, 1951

EDITH L, JOENSON, a Stockholder :

of the Afro-American Company,

a body corporate, on her owmn :

behalf and on behalf of all N ™
other Stockholders of the Afro-
American Company, a body cor-
porate, who may come 1in and
contribute to the expenses of
this suit, and for the benefit
of The Afro-American Company, a
body corporate, OF
1523 Druid H1ll Avenue,

Baltimore, Maryland

CIRCUIT COURT NO, 2

.o

Vs. BALTIMORE CITY

e

CARL JAMES G. MURPEY,
DAVID W. ARNETT MURPHY,
GEORGE B, MURPHY, SR., and
JOHN H. MURPHY, JR.,

628 N, Eutaw Street,
Baltimore, Maryland. ¢

# % % % ¥ ¥ W W

TO THE HONORABLE, THE JUDGE OF SAID COURT:

The petition of the Afro-Americen Company respectfully
shows Your Honor:

y 4 That on September 27, 1950, your petitioner filed
a Petition to require plaintiff Edith L, Johnson, to give security
for certain reasonable expenses under Article 16, Section 195,
Maryland Annotated Code (1947),

2. That your petitioner desires to amend said Petition
to set out the amount of saild expenses and to make a certain al-
legation as required by sald section.

WHEREFORE, petitioners pray that an order be passed
accordingly.

AND AS IN DUTY BOUND, etc.

HARRY 0. LEVIN
Harry 0. Levin

MARSHALL A. LEVIN
Marshall A, Levin
Solicitors for the Afro-American

Company

4



ORD ER

EDITE L. JOHNSON, a Stockholder -
of the Afro-American Company,

a body corporate, on her own
behalf and on behalf of all other
stockholders of the Afro-American :
Company, a body corporate, who

may come in and contribute to the
expenses of thig suit, and for the CIRCUIT COURT NO. 2
benefit of The Afro-American Com-
pany, a body corporate,

1523 Druid Hill Avenue,

Baltimore, Maryland,

Vs.

CARL JAMES G. MURPHY, BALTIMORE CITY
DAVID W, ARNETT MURPHY,

GEORGE H. MURPHY, SR,, and

JOHEN H. MURPHY, JR,,

628 N, Eutaw St.,

Baltimore, Maryland.

Upon the foregoing Petition, 1t is this 5th day of

Feb., 1951, O RDE RE D by the Circult Court No. 2 of Bal-

timore City, that leave to file an amended petition be and it
is hereby granted.
JOHN T, TUCKER
Judge
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AMENDED PETITION
Filed 5th February, 1951
EDITH L. JOHNSON * IN THE
Vs. * CIRCUIT COURT NO, 2
CARL MURPHY, etal * OF
* BALTIMORE CITY

* X %X X X ¥ _ X ¥ ¥ ¥ X *

XN X KRE XXX
TO THE HONURABLE, THE JUDGE OF SAID CUURT:

The pmended Petition of the Afro-American Company, respect-

fully shows unto your Honor:

1. This action is brought in the right of the Afro-
American Company, a domestic corporation,by the plaintiff, Edith
L. Johnson, the holder of two (2) shares of stock in said corpor-
ation, said two shares representing a holding of less than five
(5) per cent of the outstanding shares of the common stock in said
corporation, which common stock is the only class of stock in
saild corporation.

2., The market value of plaintiff's said two shares 1s
below twenty five thousand ($25,000.00) dollars.

3. Under prticle 16, Section 195 of the Maryland
Annotated Code (1947 edition), it is provided that "in any action
instituted . . . i1n the right of any . . . domestic corporation
by the holder . . . of less than five per centum of the outstand-
ing shares of any class of such corporation's stock . . . unless
the shares . . . have a market value in excess of twenty five
thousand ($25,000.00) dollars, the corporation in whose right such
action is brought shall be entitled at any stage of the proceed-
ings before final judgment to require plaintiff ... to give secur-
ity for the reasonable expenses, excluding attorney's fees, which

may be incurred by it in connection with such action, and which

may be incurred by the other parties defendant in connection there-

with for which it may be in anywise become legally liable . . ."
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4, Under the aforesaid section, the Afro-American
Company 1s entitled to the aforesaid reasonable expenses, exclud-
ing attorney's fees, which have been or may be incurred by it, in
connection with this action, and said corporation is also entitled
to the aforesaid reasonable expenses, excluding attorney's fees,
which have been or may be incurred by the instant parties defend-
ant, (all of whom are directors and officers of said corporation)
in conmection with this action because said corporation is, and will
be, legally liable to defendants for the said reasonable expenses,
in the event that plaintiff, Johnson's suit against them is dis-
missed.

5. That it will be necessary for instant parties defend-
ant (a) to employ an auditor to examine and audit all of the
records, books, statements, and other documents of said corpora-
tion, from 1922 to date, inasmuch as plaintiff, Johnson, has
charged the said parties defendant with acts of fraud, conspiracy
and spoliation from 1922 to date, (b) that as some of the basic acts
of fraud about which plaintiff, Johnson, complains are the alleged
fraudulent and illegal acquisitions of stock of sald corporation
by said defendants and the alleged deceitful statements as to
the value of said stock, it will be necessary to obtain the ser-
vices of an expert to testify as to the actual value of sald stock,'’
it will be necessary to obtain the services of an expert to testify
as to the actual value of sald stock, (c) defendant's have already
incurred expense in costs of deposition and said defendants may
require further depositions in order to successfully demonstrate
the falsity of plaintiff, (Johnson's) claims (d) there will be
other expenses, such as the photostating of meny records of sald
corporation from 1922 to date, the Court costs, the costs incurred
in producing witnesses, some of whom will be out-of-state witnesses,
and the expenses involved by reason of the loss of time, in the
conduct of the corporate business, by the instant parties defend-

ant, (all of whom are directors and officers of said corporation)
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necessitated because of the time spent by them on the preparation
of defense of such action.

6. Instant defendants have been put to considerable
expense in defending a suit brought against them on behalf of

another plaintiff, by the same solicitors as those involved in

instant case. Sald suit, namely, Thompson v. Carl Murphy, et al,

filed in the United States District Court, on July 22, 1947,
alleged substantially the same frauds and conspiracies as are
alleged in instant case, but said sult was finally dismissed by
the said District Court on May 5, 1950. Subsequently the same
solicitors as represent plaintiff, Johnson, in instant case, filed
an appeal to the United States Court of Appeals, (4th Circuit),
but said Court of Appeals unanimously affirmed the sald dismissal
on December 6, 1950 (Dally Record, December 20, 1950). The same
solicitors as represent plaintiff, Johnson, in instant case filed
a motion for reargument and other relief before the said Court of
Appeals, on December 5, 1950, but on January 24, 1951, the sald
Court of Appeals unanimously denied said motion.

In addition to filing suit on behalf of the plaintiff

in the said case of Thompson v. Carl Murphy, et al, the same

solicitors s»e represented Thompson filed instant suit on August
14, 1950 against instant parties defendant alleging substantislly
the same frauds and conspiracies as were found to be unwarranted
in the sald Thompson case.

In addition, the same solicitors as those who represented
the plaintiffin the Thompson case, and who now represent plaintiff,
in instant case have filed vet another suit against instant defend-
ants in the Superior Court of Baltimore City on June 26, 1950,
alleging deceit on the part of instant defendants.

The expense to which instant defendants have already
been put and the expense to which they will be put, in the future,

in order to successfully demonstrate the falsity of the allegations

mentioned in the various suits filed against them, Dy the same

¢




solicitors, have been and will be considerable, and defendants
aver that all of the aforementioned suits are part of a plan to
harass them and demonstrate the very reason for the enactment of
the aforesaid statutory provision.

7. Said reasonable expenses will be conslderable, and
since said corporation is legally liable therefor to the parties
defendant, your petitioner prays that an Order be passeéd to require
plaintiff, Edith L. Johnson, to give security therefor in the sum
of not less than $7500.00.

8. Your petitioner further prays that further proceed-
ings in this case be stayed until there is final disposition con-
cerning the mstter of the aforesald security prayed by sald cor-
poration, to be furnished by plaintiff, Edith L. Johnson.

AND AS IN DUTY BOUND, etc.

/s/ Harry 0. Levin
Harry O. Levin

/s/ Marshall A. Levin
Marshall A. lLevin
Solicitors for the Afro-American Co

I Hereby Certify that on this day of February, 1951,
a copy of the within Amended Petition and Order was mailed to Paul
Berman, Esq., 1l0E. Lexington Street, Baltimore, Maryland, Solicitor
for Plaintiff.

/s8/ Harry 0. Levin
Harry O. Levin
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EDITH L. JOHNSON * IN THE

Vs. * CIRCUIT COURT NO. 2
CARL MURPHY, et al * OF
* BALTIMORE CITY

% % B B X B R EFE X E X ®

L ORDER

oing petition it is this day of

Upon the fo
February, 1951, O R D R E D by the Circuit Court No. 2 of
Baltimore City that further proceedings in this case are hereby
stayed until final disposition of above petition, unless cause
to the contrary is shown on oxX before the day of February,
1951, provided a copy of the abdye petition and Order is served

on the plaintiff, Edith L. Johnso or her solicitors of record.

Judge

Ordered this 5  day of Feby , 1951 by the
Circult Court No. 2 of Baltimore City, that the
defendant show cause within 15 days from this
. date why the relief prayed in the proposed order
should not be granted, PROVIDED a copy of the
proposed order together with a copy of this order,
be served on defendant or his Solicitor of rec-

ord, on or before Feby 10, 1951.

/8/ John T. Tucker
‘. Judge .
TRUE COPY TEST,

/s/ John S. Clarke
CLERK.
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SL:DS 2/16/51

S &
ANSWER OF COMPLAINANT
TO AMENDED PETITION
OF THE AFRO_AMERICAN COMPANY

Filed 16th February, 1951
EDITH L., JOHNSON, A stockholder :
of the Afro-pmerican Company,
& body corporate, on her own g
behelf and on behalf of all IN THE
other stockholders of the Afro- s
American Company, a body corporate,
who may come in and contribute $ CIRCUIT COURT NO, 2

to the expenses of this suit,
and for the benefit of

The Afro-American Company, a OF
bodv corporate, H
: BALTIMORE CITY
Vos
CARL JAMES G. MURPHY, :

DAVID W. ARNETT MURPHY,
GEORGE B, MURPHY, SR., and
JOHN H. MURPHY, JR.

re

KA RN TR N XA AN RS
O X o A X e R R R X ORI A K

TO THE HONORABLE, THE JUDGE OF SAID COURT:

Edith L. Johnson, complainant in this cause, for
answer to the amended petition of The Afro-American Company,
e body corporate, and by way of showing cause as required
of her by the Order of this Court dated February 5, 1951,
annexed to the said smended petition, respectfully shows:

R Answering the first paragrsph of the amended peti-
tion the complainant admits that, as appears from her bill
of complaint, this action was brought by her as a stockholder
of the Afro-pmerican Company, on her own behalf and on behalf
of 211 other of its stockholders who may intervene herein,
and on behalf of the Company; and she admits that she is the
holder of two shares of the capital stock of the Company and
that her shares represent a holding of less than 5% of the
outstanding shares of its common stock, and that its common

stock is the only class of stock issued by the Company.
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2. Answerling the second paragraph of the amended peti-
tion the complainant avers that she has been advised and be-
lieves that the value of her two shares is less than $25,000.00.

3. Answering the third paragraph of the amended peti-
tion the complainant respectfully refers the attention of this
Court to the Code of Public General Laws of Maryland for the
complete and accurate text of the statute in question, Arti-
cle 16, Section 195.

4, Answering the fourth and fifth paragraphs of the
amended petition the complainant denies that the petitioner
is, or therein shows itself to be, legally liable for any
expenses, other than properly taxable court costs, in connec-
tion with this action; and the complainant avers that the
alleged expenses specified in the fifth paragraph of the amended
petition would be expenses of the defendants in thils action
and not expenses for which the petitioner is or could be
legally liable.

5. Answering the sixth paragraph of the amended peti-
tion the complainant denies that the caise of Thompson v.
Murphy, et 2l., therein referred to, has any conmection with
or relation to the instant proceeding; the complainant admits
the pendency of the suit of herself against the herein defen-
dants in the Superior Court of Baltimore City, but she avers
that that case is a separate and entirely distinct action
from that at bar, and she denies the existence of any plan,
as sald paragraph alleges, to harass the defendants; further
answering the sald paragraph the complainant shows that its

very allegations that "Instant defendants have been put to

considerable expense" and that "The expense to which instant

defendants have alreasdy been put and the expense to which

they will be put, in the future" establish that any expenses

in connection with this action, other than properly taxable




court costs, are expenses of the herein defendants, and for
which they, and they alone, are liable, and are not expenses
of the petitioner.

6. Answering the seventh paragraph of the amended peti-
tion the complainant denies that the petitioner is, or therein
shows itself to be, legally liable for any expenses in connec-
tion with this action, other than properly taxable court costs,
and she avers that it would be inequitable and unjust and beyond
the scope and intendment of the statute in question to require
her to give security for such alleged expenses.

Te Answvering the eighth paragraph of the amended peti-
tion the complainant avers that it would be inequitable and
unjust and beyond the scope and intendment of the statute in
question to stayv further proceedings in this cause by virtue
of the filing of the said amended petition, or of anything there-
in alleged, or until its final disposition, and that such pro-
posed stay would effectively deprive the complainant of her
day in court.

8. Further answering the said amended petition, and
by way of showing cause as required by the order nisi annexed
thereto, the complainant respectfully shows:

(a) The complainant denies that Article 16, Section
195, Code of P, G. L. of Maryland, invoked by the petitioner
in its amended petition, has any application to this cause
or to the complainant who is and was, at the time of the
filing of her bill of complaint, a resident of Maryland.

(b) The petitioning Company fails to state in
its amended petition any sufficient ground or reason why
the statute invoked by it should be applied to this cause or
to this complainant as the petitioner attempts to have done by
its amended petition.

(¢c) The statute invoked, as sought by the petitioner

to be applied to this cause and to this complalnant, would
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violate the law of the land and would be unconstitutional,
illegal and void in that it would deprive her of property
without due process of law and deny to her the equal pro-
tection of the laws, which rights are guaranteed to her by
the 23rd Article of the Declaration of Rights of Maryland.

(d) The statute invoked, as sought by the peti-
tioner to be applied to this cause and to this complainant,
would deprive her of property without due process of law
and would deny to her the equal protection of the laws in
contravention of the provisions of the Fourteenth Amendment
of the Constitution of the United States.

(e) There are other and further reasons why the
statute invoked by the petitioning Company may not validly be
applied to this cause or to the complainant.

Having fully answered the amended petition of The
Afro-pmerican Company, a body corporate, and shown cause as
required by the aforesaid Order of this Court of February 5,
1951, the complainant prays that said amended petition be
hence dismissed and the relief prayed therein denied.

AND, she will ever pray, etc.

/wu.,@ D s

Paul Berman,

110 E. Lexington Street,
Baltimore 2, Maryland,
Solicitor for Complainant.

Service of copy of the foregoing answer admitted

this {C“%day of February, 1951.

/ééx/v/biql 69. :Zivtﬂvv;

Sollcitor ZZ? Petitioner,
merican Company,

The Afro-




P 2 | 2

b

/ N
|

/
- 7I=] 7

STENOGRAPHIC RECORD
IN THE CIRCUIT COURT NO. 2 OF BALTIMORE CITY
Docket A-256, 1950
IN THE MATTER OF
EDITH L, JOHNSON
vs .

CARL J. G. MURPHY, et al.

February 23, 1951

(INDEX INSIDE)

TRANSCRIPT FROM NOTES OF

CLARENCE P. GOETZ

EQUITABLE BUILDING & OFFICE AND HOME
BALTIMORE, MD. Official Court Reporter TELEPHONES




TESTIMONY TAKEN IN OPEN COURT

Filed 13th June, 1951

IN THE CIRCUIT COURT NO. 2 OF BALTIMORE CITY

Docket A-256, 1950

EDITH L. JOHNSON
vs. Before TUCKER, J.

CARL J. G. MURPHY,

B8 S8 S0 % 8 %

Et Al.

February 23, 1651.

The above-entitled cause came on for hearing
before his Honor Judge John T. Tucker, on Friday, February
23,1951, at 1:30 P.M.

APPEARANCES:
Harry O. Levin, Esq. and Marshall A. Levin,BEsq.,
solicitors for petitioner The Afro-American Company.
Paul Berman, Esq., and Sigmund Levin, Esq.,

solicitors for the respondents.

MR. MARSHALL LEVIN: If your Honor please, I have

prepared a short memorandum which I have presented to Mr.
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Berman. If your Honor please, I understand the practice in
other states, New York and New Jersey, in which this has
become a raihor routine matter, the attorney states in his
opinion certain expenses will be necessary for depositions,
costs, and so forth, and I understand that the judge makes
up his mind on the basis of that. However, your Honor has
indicated you would prefer to hear testimony, and, in addi-
tion, I believe this is the first time that this matter
has presented itself in Maryland, so we are prepared to go
ahead with the testimony.

Rather than make any statements before your
Honor now, I believe it would be proper to have the testi-
mony of various witnesses we expect to put on, prefaced
by the testimony of the attorney himself regarding the ex-
penses of examining witnesses or whatever expenses he thinks
will be necessary.

MR. BERMAN: Your Homor, I believe in the original
complaint, they did not state it was less than $25, 000,
Your Honor stated you thought it might be necessary to take
testimony on that point. On their Amended Complaint, we

have conceded that the stock is not worth $25,000, so I do
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not think that there is any testimony your Honor requires
that is admissible at this time.

PHE COURT: The testimony to be produced, of
course, depends upon the nature of expenses incurred by
the corporation directly and/or expenses of other defend-
ants for which the corporation would be liable, or might
be liable, as intended by the statute.

MR. BERMAN: ILegally liable.

THE COURT: But, it seems to me, the practical
thing to do is for me to hear evidence. I would not be
satisfied, as Mr. Levin indicated courts in other juris-
dictions are satisfiled, to make rulings without evidence.

I do not see how any court, with any degree of intelligence,
can make a ruling without evidence. I would certainly not
do it. So that if the Maryland statute covers reasonable
expenses for which the corporation may be liable to the
defendants, in the event that the Bill of Complaint i1s dis-
missed, that 1s, the defendants win the case, a decree is
made in their favor, then I would want to hear evidence,

as I said, on that point, on what would probably be the

necessary expenses incurred.
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The first question is, from a legal standpoint,
if the defendants themselves actually incurred expenses
and ion the case, is the corporation liable to those de-
fendants for the reasonable expenses that they had incurred?
That is the primary legal question. If they are not, then
I would not consider any evidence, of course, whether I heard
it or not along that line.

On the other hand, if they areentitled, if they
would be entitled to recover reasonable expenses from the
corporation, meaning by "they" the defendants, then such
evidence as would be produced as to the probability of
amount of expenses would be certainly relevant and the
basis of the court's decision as to what bond would be re-
quired.

I am willing to do this, if Mr. Berman wants it
that way, T will accept the evidence subject to exception.

MR. BERMAN: Yes, your Honor.

THE COURT: Then, if I am not able to decide the
legal point todey, make & ruling on motion to strike out,
you can make amotlon to strike out at the end of the hearing,

and then if I cannot decide this legal point immediately, I
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will rule on that and also on your motion at the same time.
That, I think, probably would be the reasonable way to
proceed.

MR. BERMAN: Yes, sir.

MR. MARSHALL LEVIN: If your Honor please, that
is the only reason for this memorandum.

THE COURT: Yes, that is what I understand. You
see, I have not had a chance to study 1t. I may want a
little time to study the memorandum.

MR. HARRY LEVIN: Yes, sir, take all the time you
want.

THE COURT: Let Mr. Marshall Levin be sworn.
Thereupon---

MARSHALL A.LEVIN,

produced on behalf of the petitionmer, having been first
duly sworn according to law, was examined and testified
as follows:

THE BAILIFF: Give your name.

THE WITNESS: Mr. Marshall A. Levin, 1145 Mathieson

Building.

THE COURT: Before going into that, let me get
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the record straight, if I can, so that we will all under-
stand each other. It 1s my understanding that Mr. Berman
wishes to interpose an objection to all questions for the
purpose of eliciting evidence as to the amount of expenses
that the corporation may incur in commection with this
litigation,or expenses of the defendants that may be in-
curred for which the corporation maybe liable; it being
his contention that the corporation would not be liable for
such expenses within the mesning of the Maryland statute.
As stated by the court, it seems to me that in view of

the Court's unpreparedness at this time to decide what the
scope of the Maryland statute is in regard to the expenses
which I have mentioned, the practical wayto handle the
matter is for the Court to admit the evidence subject to
exception, then for the record Mr. Berman may meke his mo-
tion to strike out the testimony, and if T am still not pre-
pared to rule on this legal point, I will hold both of the
questions under consideration, that i1s, the meaning of the
Maryland statute and Mr. Berman's motion to strike out.

I may want to hold both matters sub curia and decide them

all at the same time. In the meantime, of course, every-
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body wants to be protected on the procedure.
DIRECT EXAMINATION

By Mr. Harry 0. Levin:

Q Your occupation?

A I am an attorney.

Q Attorney at law?

A Attorney at law.

Q You are one of counsel for the defendants in this
case?

A Iam counsel, I am one of counsel for Carl Murphy,

David Arnett Murphy, George Murphy, Sr., John Murphy, Jr.,
who are defendants in a suit filed on behalf of Edith L.
Johnson, on August 15, 1950, in this Court. I am also one
of counsel for the Afro-American Company, which has been
made & party plaintiff in this suit just mentioned. However,
after careful examination of the Bill of Complaint which is
referred to, it is my opinion, as well as that of other
counsel for the Afro, that the Afro is more properly a party
defendant, and steps are being taken at this time to move the
Court that the Afro be made a party defendant.

MR. BERMAN: If your Honor please, I move specif-
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ically that his opinion, and opinion of other counsel, be
stricken out.

THE COURT: I grant the motion. Strike out all
that testimony given as Mr. Levin's opinion as to the
position of the corporation.

MR. HARRY LEVIN: All of it is opinion evidence,
as I Interpret 1it.

THE COURT: The opinion as to the expenses that
are likely to be incurred. The testimony that Mr. Berman
moved to strike out did not relate to that subject at all.
That 1s the reason I grant the motion.

By Mr. Harry Levin:

Q Mr. Levin, you Thave examined the Bill of Com-
plaint filed in this case?

A I have.

Q In your opinion, what expenses would probablybe
incurred by the defendants in order for you and your
associate to properly defend this suit?

(Question objected to.)

MR. HARRY LEVIN: Wait a minute, it is all ob-

jected to, I understand.
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Q And if you mention these probable expenses, tell

why you think they would be incurred.

MR. BERMAN: If your Honor please, I would like
to 'call the Court's attention to this fact. That the
statute does not say anything about expenses to which the

‘ defendants may be put, it is the expenses to which the cor-
poration may be put, or the expenses to which the defend-
ants may be put for which the corporation would be legally
liable. Now, what expenses the defendants will go to to
defend this suit is not the issue here, as T understand it.
Here 1s the statute.

MR.HARRY LEVIN: If you look at it, you will

. | see that the corporation in whose right such action is
brought shall be entitled, at any stage of the proceeding,
before final judgment, to require the plaintiff or plain-

tiffs to give security for reasonable expenses, excluding
attorneys' fees which may be incurred by it, the corporation,

. = in connection with such action, and which may be incurred by
the other party defendants, that 1-s » the four defendants here,
in connection therewith for which it, the corporation, may

in any wise become legally liable.
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THE COURT: The question is one that I referred
to in the preliminary statement that I made for the record,
and is one that I say I have to decide, but which I am not
at this time prepared to decide. The testimony or the
evidence will be admitted subject to exception, as I stated
at the begimning. I think, however, that the guestion
should be clarified to this extent: I am not certain
whether the gquestion refers to amounts or the nature of the
work that had to be done. It seems to me Mr. Levin may
testify as to what, in his opinion, what work, in his opinion,
would have to be done by persons who would have to be
employed for the purpose of preparation for trial of the
case. There has been no foundation 1lald for this testi-
mony as to amounts. If you are talking about the work that

has to be done, in his opinion, to prepare the defense, then

I will admit the evidence subject teo exception. Is that the

purpose?
THE WITNESS: Yes, sir.
MR. HARRY LEVIN: Will you read the question?
THE WITNESS: I understand the question. In

answer to that question, that statement, the amount which in
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my opinion, after having carefully examined the Bill of
Complaint, that will be necessary for the four defendants
in this case to expend in order to be properly defended in
this case, will amount to at least $15,000, and not the
$7500 as mentioned in the Amended Bill of Complaint.

THE COURT: ©Now, there is a point right there.
I have said you cannot testify as to amounts because there
has been no foundation 1l1ald for such testimony, so strike
out the amount.

THE WITNESS: The expenses, forgetting any
amount, that will be necessary to incur, will be those in-
volving & detailed audit of the Afro-American Company's
books, records, statements, minutes, reports, and all other
documents, from at least 1922 to date, and more probably
from 1807 to date, inasmuch as the Bill of Complaint
specifically refers to them and charges these defendants
with frauds, conspiracies, milking of stock, unlawful
dividends, 1llegal stock transactions, stock manipulations,
and so forth.

From 1922 to date, the Bill of Complaint

charges that these four defendants, in effect had the cor-
/0 2



poration used as a tool to acquire other people's stock,

the
then they forced the corporation, because of}fllogod

dominion, to transfer the stock from the corporation to
themselves for nothing, for inadequate sums, and it is
also charged that the four defendants paid themselves 11-
legal and improper dividends, bonuses, salaries, and the
like, and that they distorted the financial picture of the
company to such an extent that the facts and figures that
the Afro then permitted the shareholders to see, are not
relisble and, in my opinion, it will be necessary to have
an auditor make a comprehensive, detailed audit of the
books, etec., of the Afro, in order to determine exactly
what is the true financial picture of the Afro in each
year in which the Bill of Complaint alleges this fraud,
wrongdeing, conspiracy, and the like.

It will also be necessary to use the services
of an expert on stock valuation in order to determine the
value of the stock of the Afro-American Company in the
various years in which the Bill of Complaint claims that
there were improper transactions, insufficient value, no

value at all, manipulation, rigging of the Afro-American
il
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stock by these defendants, and in a suit entitled
Thompson against the Afro, these very same four defendants
filed in the United States District Court on July 22, 1947,
1t became necessary in that case to obtain the servicesof
san expert on values, and Mr. Adolph Hamburger, in order
to testify as to these very things vhich I now feel are
necessary, and one of the things demanded in the Thompson
¢a2e, in which the Bill of Complaint was exactly as is
now being determined before your Honor, in that case it
was necessary to obtain the services of Mr. Hamburger,
who charged the Afro-American $1,000 snd was paid that
amount, sand, in my opinion, it is going to be necessary
to obtain his services for the defendants, on behalf of
the Afro, to use the testimony to present to the Court,
in order to present the truth to this Court, and that
the years in guestion, which will be more particularly
testified to by Mr. Hamburger today, will involve much
more than the amount mentioned in the Thompson suit.

In addition to the audit, to the expert on
valuation, there are going to be extended deposition

the
costs, there having been nlrena:fvhal already been a deposi-
v
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' tion taken of the plaintiff, the complainant in this
: ;cnso, which had a certain cost. There have been deposi-
' tions taken of the four defendants in this case -~ I am not
' sure whether it is this case or another case, but as to
' the depositions having already been taken, it would be re-
quired for us to have a copy of those depositions. We feel
it will be necessary to have their depositions taken, there
are going to be depositions of out-of-city witnesses, some
of whom are in the Deep South, some of whom are in Washington,
D.C., and those depositions, i1f they are anything like the
:!ho-paon case previously referred to, will involve a great
deal of expense, every one of which will be necessary.
In addition to the depositions, there will be --
THE COURT: How many dopoiitiona do you anticipate?
THE WITNESS: At least four or five, if your Honor
' Pleases. lMr. Cromwell, who resides in Washington, D.C., who
was the accountant and suditor for the Afro, for example,
in 1930, his services will be required. He was a witness,
‘incidontally, in the Thompson case. There have already been
depositions taken in the various cases involving this stock

of the Afro previously.
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It will be necessary, perhaps, to have Miss
Elizabeth 0. Hood, who is out of the State, to testify,
to bring her back in the State, and many others whom I
camot exactly give the names of at this time,at this
stage of the proceedings, because I don't know what the
ultimate disposition is going to be, particularly on
demurrer which your Honor has hesrd.

THE COURT: What would be the nature of the
testimony, would it involve a lot of figures or not, or do
you know?

THE WITNESS: I am not certain, your Honor, no,
sir. But it will have to do with the subjectmatter of
this sult becasuse it is alleged in the Bill of Complaint
that the various people were defrauded out of their stock,
and the various stock values were lowered by the manipula-
tions, and therefore it will be necessary to prove that
that is not true.

In addition to that, there will be photostat
costs, which were extremely expensive in the Thompson case
referred to. The appellant in that case, one who filed

sult against these same defendants, had an appendix of
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over 300 pages and a hundred-page brief, involving

voluminous photostating before said sppendix was prepared,
including financial statements, president's annual reports,
stock books, ledgers, stock certificate books, minutes,

and the like, as their going back to 1907 might do, in
order to defend this case, which goes back tol907 and
charges fraud.

In addi tion to photostating, there will be
costs incurred in producing out-of-State witnesses, Mr.
Cromwell as an example, and Miss Hood, who, I believe, is
in Texas at this time, or some state in the Deep South;
someone, perhaps, in Philadelphia, a sister of the defend-
ants,and various other witnesses who will absolutely be
required if the Thompson, which I think is exactly similar,
is in any way a guide.

A If I am permitted to mention now, not a break-
down of the expenses that might be incurred, but the total
figure which will be testified in court in detail by the

following witnesses. I believe that the Amended Complaint

does not set forth enough details ---

Q Have you considered the event if an appeal is

og
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necessary?

A In the event of an appeal, there will be great
additional costs, the preparation of a brief, the appendix,
the costs on an appeal.

I am not including at all attorneys' fees be-
cause the statute does not allow them, and while I am
speaking about expenses, therg will be expenses incurred
directly by the divided time of the company's executives.
These four defendants, to my personal knowledge, run and
supervise the Afro-American and because of the voluminous
Bill of Complaint, 12 pages, filed in this case, I feel
that it would be necessary -- I have been told it would be
necessary for the defendants here, who are president, and
so forth, of the Afro, to spend a great deal of time hunting
records, testifying in court, being present on the various
occasions necessary, and that takes them away from their
supervision of the business, from the obtaining of new
business, and will greatly hamper their efforts, in addi-
tion which money will be lost by the Afro as a direct

result of this case.

I might add that this is not the first time that
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this will happen, it happened before in the Thompson
‘case. There might be other expenses. There probably will
be other expenses I cannot, at the moment, think of, in
evaluating these expenses I have mentioned, which I think
are necessary or reasonable, and will probably be incurred
in order successfully to defend the suit.

CROSS-EXAMINATION

By Mr. Berman:

Mr. Levin ---

THE @0URT: By the way, I think the record
should show that by cross-examining the witness you are not
waiving any rights to mowe to strike out.

MR. BERMAN: Thank you.

THE COURT: I think that was made plain by my
preliminary statement.

MR. BERMAN: I understood that, your Honor.
That i1s plainly in the record now.

Q Mr. ILevin, only two of the defendants are ex-
ecutives of the corporation now, aren't they?

A I think that is so, yes.

Q Do you think the fact they will not be able to




attend to their duties as executives of the corporation
and will have to come into here to defend this suit,
that that loss to the corporation is a legally taxable
loss?

A You have stated my answer differently from the
way in which I gave 1it. The way I said it, not only
would they have to be in court to testify for many days,
if the Thompson case is any example, but they would have
to waste ---

Q That case only took two days, didn't 1t?

A No, I think more than two days. A great deal
of time was spent on depositions. There were many depo~-
sitions in the Thompson case. There was a great deal of
time absolutely wasted in looking up records, looking up

facts which hesppehed forty or fifty years ago, twenty

years ago, ten years ago, and there are many other items

which constituted a dreadful waste of time. With that
answer, yes, I do think there is a definite loss to the
company, which is not a normal hazard of a corporation, and
these two executives which you are referring to did not

assume the office of director and officer with the inten-
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tion of being charged with all of these terrible things
they are now being charged with. But they are ready to
defend this suit, and yet, I feel, in order to determine
this, they must not do a lackadaisical Job or be slipshod
about 1t. They are very greatly obstructed in their
business, and I think that holds over into this suit.

If that is so, I think the company is going to lose
money.

Q You mentioned in the event of an appeal there
will be great sdditional costs. Do you know which side
is going to have to take an appeal?

A No, I haven't the faintest idea.

- Doesn't the statute provide for the protection
of the corporation, when the case is decided on appeal
to be taken, to require sufficient bond to protect the
corporation?

A No, I feel that the same costs I have been
mentioning will run right through the appeal. We found
in the Thompson case, in which Mr. Harry 0: Levin and my-
self represented these defendants as well as the Afro,

that on appeal it was particularly important to have the
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company's executives, as well as the other two defendants,
at our beck and c¢all to help us in preparing the brief,
to prepare pages for the appendix, and the time that is

very valuable is lost thereto.

Q What out-of-State witnesses will you have to
produce?

A I mentioned two, Mr. Cromwell ---

Q Mr. Cromwell?

A Yes.

Q Hasn't his deposition been taken?

A There willbe further depositions required.

Q Didnft I take his deposition in Washington?

A Not in this case.

&£

In this very case and which was filed in this

very case.

A In this case or the Thompson case?

Q In this very case filed in this Court.
A Was it in this case?
Q Mr. Levin, you are testifying under oath.

Don't you know your cases?

A Yes, I know my case. You have filed so many, 1,6/3



em not sure which one it is.
MR. BERMAN: If your Honor please, may we get
the docket and the papers?

THE WITNESS: If you will say it, I can agree

MR. HARRY LEVIN: It was taken by agreement
with Mr. Berman in this other case.
MR. BERMAN: And 1t was agreed it could be

used in any case.

THE WITNESS: If the Court please, I was not

present at the taking of that deposition.

Q@  You know that deposition wss paid for?

A Yes, I do.

“ Sc the depositions that had to be taken into
consideration have already been taken?

A Yes, 1t has to be takeniinto consideration.

The deposition is already taken, isn't 1t?

A Just in the Thompson case,when we had Thompson
testify three times. It may probably be necessary to
have Mr. Cromwell testify.

Q How much did you pay for photostats in trying

[/¥
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the case? How much did the Afro spend for photostats

taken?
A His Honor does not want me to mention figures.
THE COURT: This is cross-examination, you may
answer.
A In the Thompson case?
Q Yes.
A In the Thompson case, I would say there was at

least$150 worth of photostatic costs.

2 To the Afro?

A I am not sure whether it was the Afro or not,
I havenot examined the books.

Q Oh. If the plaintiff has them made, she
assumes liability to the photostat company, doesn't she?

A Yes, but the ones who defend the suit also
have to get copies of the photostats.

Q Don't you have the original records?

A Yes, but I am only one person, and there are
four defendants or four other people,and they have to
answer for themselves.

Q Why do you have to have photostats of the

/13
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original records? You have the original records to
produce in court, haven't you?

A That is right, and office records are used in
the ordinary conduct of the business, and if it is neces-
sary for us to have conferences, then we need the records
themselves, and the Afro needs the records.

Q You don't need records from 1925 to 1949, in
the conduct of your business, do you?

A Yes, we need records for every year in which
you have charged the defendants with fraud and conspiracy
and so forth.

Q Couldn't you spare them in court for a few days,

without having them photostated?

A I don't believe so.

Q Every entry in the record isn't important, is
it?

A I believe so, in order properly to defend the

case. I, for one, would not like to see entries skipped
over or documents kept in the Afro's office, when I need
them to use for affidavits or the company's executives

need them for affidavits, for motions for summary judgment.
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There were various motions and petitions in the other
case, and this case looks the same way.

Q To what extent depositions, besides the Crom-
well deposition, whose deposition is already taken, would
you have to take? Name them.

A Carl Murphy, Arnett Murphy, George Murphy,
John Murphy, Elizabeth Hood.
Q They are thefour defendants?

A That is right.

Q Why did you have to take depositions?
A We have to have copies, if you take them.
Q How much could that amount to at the most?

If there were 1000 pages, i1t would not run much over $100,
would it, at 10 cents a page?

A Perhaps I can answer your question most
directly in this manner; that in the Thompson cgao, 1t
became quite apparent that the depositions were a costly
time-consuming procedure. We feel that because of that,
and we are being faced with the same kind of charges in
this case, the same kind of defense that was successaful in

‘ﬁhlt case will have to be presented to his Honor in this

//?
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case.

Q Mr. Levin, you are beating around the bush. I
am asking you upooifiea;ly what 1s the most it would
cost you, if I took the four defendants' depositions; they
could not talk as much as 1000 pages, could they?

A I feel that way about it, without beating
ground the bush, as you phrase it,which I never intended to
do, and which. I am not doing. I remember ycu stating in
one of the depositions in the Thompson case you did not
care how much time they were going to take, and we had to
stay there, and these other defendants in this case had
to pay I forget how much it was a page for their copies
for your talking, and we feel it is not going to end
here. There was a gquestion of who was going to be sppointed
a judge in the United States District Court, if Mr. Dewey
won the Presidential election, which was certainly not
part of the depositions.

THE COURT: ©Now, now,don't let us go into that.

I am not saying we should not have a little laugh here
occasionally, but don't 1let us go into that.

Q Who are all of these witnesses you have to bring

115



27

from without the State?
A Elizabeth Hood I mentioned, Cromwell I men-
tioned.

Q Cromwell lives in Washington?

A Yes, and out of the State.
Q And Mrs. Hood, where does she live?
A I am not certain. In the Deep South some place

far‘atay.

Q Who else?

A There is a sister,whose name I don't remember,
of the defendants that lived in Philadelphia, I believe.
If she is well enough, I think we might be required to have
her here, because she was a stockholder.

Q That isn't far, i1s 1t, Philadelphia?

A I am not certain how many miles it is, but it
isn't too far, no.

Q Let us see how much evidence we would have to have.
Take paragraph 17 «--

A Is this of your Bill of Complaint?

Q Yes. There I allege that on April 4, 1931,

the four dependants issued to themselves and divided among
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themselves 48 shares of stock that had been authorized
but unissued, each of the defendants receiving 12 shares
aplece, and I say that that was done in violation of the
pre-emptive rights of the other stockholders, and it was
illegally issued to them without any consideration.
Would it take much to sustain that allegation?

A Most definitely. In fact that is where Mrs.
Neely, the lady in Philadelphia, would come in. Hrs.
Sarah Hoolf. a stockholder of the Afro, is evidently one
of the stockholders to whom you are referring when you
say "preemptive rights of the other stockholders".

Q I am referring to my client.

\ Yes, but you say that the preemptive rights of
the other stockholders were violated ir this transaction.

Q That is right.

A One of the other stockholders is Mrs. Neely,
in Philadelphia, and we are prepared to show through her,
if she is well enough to be brought here, we are prepared
to show that her preemptive right was not violated, because
she was definitely consulted about this transaction, about

which you claim there was fraud, and she said, -"T don't
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want the stock."

Q You have brought in the Thompson case thor-
oughly. Didn't your clients all testify and admit that
the other stockholders, other than the family, were never
notified about the issuance of these 48 shares of stock

‘ and were not given an opportunity to purchase?

| A Well,T think the testimony there ought to speak

for itself. You have the record of the testimony.

*] Well, you were at the trial.

A I think direct and primary sources are best.
Let me ask you this: Do you mean did the Murphys here,
defendants in this case, answer in the Thompson case that

. members of the family had or had not been consulted?

Q They said members of the family were consulted
about these 48 shares, but no ‘outside stockholders had
been consulted; isn't that true?

A That I don't know. I would have to consult the

- records. I would not trust my memory on that.

Q Now, tell me, if I prove that fact, or if I fail

to prove that fact, how would the corporation be harmed

and how would it cost the corporation any money? /
/>
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A Because you are claiming that the defendants
control and dominate in a wrongful sense, the Afro-American
Company, and you c¢laim sy the Bill of Complaint alleges
that the Afro does only what these four defendants make it
do, by virtue of their ownership of majority stock,
their being on the Board of Directors and being officers,
and the like,therefore when you charge that these defend-
ants have done great 'rongs.and have been fraudulent and
1llegal conspirators, and so forth, you are in effect
making the Afro-American party to that charge, too, because
you say the Afro is nothing but a tool of the Murphy
boys.

Q Mr.Levin, you have filed a petition on behalf
of the corporation, and you testified that it 1is going to
cost the corporation money to defend this suit, because 1if
the suilt prevailed, the corporation is going to be harmed;
is that correct?

A No, that is not correet. I have testified that
the defendants who are being charged with fraud, con-
spiracy, et cetera, in order successfully to demonstrate

that those charges are groundless, will be mquired reason-
FY




ably to actually spend certain money for certain reason-
able expenses.

Q They will?

A Yes, they will, in order to defend themselves,
but that the Afro-American corporation company is lisable
to these directors and officers for what they reasonably
expend, excluding attorneys' fees if they happen to be

successful in this case and prove that the charges brought

against them for the second time are groundless.

Q Mr. Levin, I have asked you about paragraph 17.
If I sustain that allegation, the corporation will get
back 48 shares of stock of these individual defendants
plus dividends that were paid on those shares of stock
since 1931; 4is that correct?

A Yes, sir, that is what you allege.

Q That would benefit the corporation, wouldn't i1t?

A According to your premise, giving it every
implication of the evidence, and assuming everything you
say 1s correct, yes, it would.

Q If T fail to prove it, how would it harm the

corporation?
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A It would harm it in this way: This isn't the
first time that this charge has been hurled against these
defendants. We believe the instant defendants here,be-
lieve that this charge was shown to be false in the Thomp-
son case. We are now forced to answer this charge.
Although we think it is forced, we have to prove it to
the satisfaction of his Honor. In so assuming to prove it,
we have to have an audit made of the Afro's books, records
and all its other documents, related or unrelated, perhaps
in 1931, to show what the net worth of the company was, how
much was paid in dividends, what the company was earning,
8o that we might determine whether the stock was issued
properly or improperly. To do that, it will be necessary
for an auditor to look at the minutes to see whether there
was an authoriszation. If there was no authorization in
the minutes or resolutions, or any other form, then 1t
will be necessary to have certain proof to prove before
his Honor that this charge in 1931 is groundless.

*] You know very well there was no authorization
in the minutes regarding this in 1931, or any other year.

You have brought in the Thompson case, which has no more
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relation to this case than cheese has to chalk, and in
the Thompson case this was brought out; that Thompson
was held not to be a stockholder, he had sold his stock.
But, be that as 1t may, you know very well you conceded
in the Thompson case there was never any minute authoriz-
ing the issuance of this stock, and Judge Coleman would
not permit us to introduce evidence that it never was
paid for.

A I will be glad to answer that, although there
is more than one guestion in that question. This case is
directly and squarely in line with the Thompson case,
because in the Thompson case, on point 3 of the Bill of
Complaint that you wrote up, in which Thompson sues as a
stockholder, the complaints as alleged, are lubatant;ally
the sameayillegod in the Bill of Complaint, and the suit
was filed against the same defendants as in this suit, and
the bill was dismissed. Therefore, I feel, in direct
enswer to your question, that the Thompson case is cer-
talnly res judicata as far as this case is concerned.

Q Did the Court hold that he was not a stock-

holder? pe
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A The Court dismissed the Bill of Complaint.

Q Didn't the Court hold he was a stockholder, he
had sold his stock.

A Which Jjudge?

Q Any judge you want.

A Well, Judge Coleman, as I remember it, dis-
missed the bill end said it never should have been
brought in the first place, if an honest effort had been
mgde to look at the facts.

Q That is right. One of the facts alleged was
on the April 4, 1931, transaction. I am not éolng to
argue the Thompson case, I don't think it is in point
here.

A All right, sir.

Q In the second paragraph I allege that on
April 4, 1931, the company acquired forty shares from
Mrs. Purdy and that the books of the corporation show
that the money advanced to Mrs. Purdy and her husband
was charged to them as a loan and written off as a bad
debt in 1945, that is, twenty-four years later; that on

April 4, 1931, the same date, the stock was transferwed

/v 6




by Mrs. Purdy to the corporation, these four defendants
divided that stock among themselves. Now, if I prove
that, would that benefit the corporation or harm the
corporation?

A I will give the same answer as I gave before;
assuming the truth of everything you say, and assuming
in the improbable event you prove it is true; yes.

In further snswer to your question, that trans-
action 1s alleged by your client in this case on the
basis of the books of the corporation showing certain
things, and it is my opinion, as an attorney, that one

of the very difficult things that these defendants have

to do, to properly defend themselves, is to first go

back twenty years and to say that the books show or do
now show what happened, and who said what , and what the
structure of the company was, did it violate preemptive
rights, that is the very thing that regquires these
defendants to go ahead and get some help in the form of
an audit.

Q Mr. Levin, isn't it true that all of the allega-

tions of wrong-doing start in 19257 /27




- No, I believe the purport of your bill of
complaint is that from 1922 to date these defendants
started to perpetuate all kinds of frauds, conspiracies,
breaches of trust,illegal things.

@ Doesn't the corporation have a complete audit
of 1its books for each year from 1925 down to date?

A For the purposes of this case, no. For the
purposes of the Thompson case, no. It was necessary to
present certain facts to Judge Coleman in the Thompson
‘ecase, and it would be necessary to present certain facts
to show to your satisfaction that your claims are false,
not on the basis of an audit. In effect, the Fourth
Circuit Court of Appeals said, in its affirmance of Judge
Coleman, it is true that certain records are missing, but
it said that due to the passage of time, it is very d4dif-
ficult to find out what happened twerty years ago.

Q Now, then, I state that 40 shares were obtained
from Thompson for $1200, which I state were charged off
a8 a loan, and those 40 shares were transferred to the

four defendants without any consideration. That would

not hurt the corporation, if we proved that, would it?
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A ¥r. Bermen, I sm afraid I can only enswer your
queset lon this way, to give you really whet you are after
I will heve to smswer it this way: I honestly think that
thet allegation in persgreph 19 is 100 per cent preciunded
by the decision in the Thompeon cese. However, that does
not meen thet these defendsnts are not forced to sit down
end testify sgein to sey whet you sre cleiming isn't so,
end the only wey I cen compere it, is thet If A hite B
on the nose #nd B sues him, =nd A defends himself, thet is ome
thing; =nd Iif B, heving the next day filed suit for the
same hitting on the nose, A hes to defend himeself sgeain, even
if there 18 no merit to B's cese et 8ll, and thet is the
position of these defendants.

3 Of what sdventege would it be to the coarporation
to hire lr. Hamburger st 51,000 to tell the court the
value of the stoek? How would that help the carporastiomn?

A I will enswer. FPirst, I think it would be a
grest deal more them 31,000, becsuse you have claimed so
meny freuds, menipulations, in so meny yesrs, I think he
wonld probebly charge more, elthough I will let him testify.

How would it help the corporation?

/vY




Yes.

A These defendants occupy & unique place in the
colored and white community of the City, as well as
Philadelphia, New York, and other places where the paper
is distributed. These directors have been pillars of
the community in every sense of the word. They have never
had one word said against them by any one as to integrity,
honesty, and decency, until these suits were filed. They
were completely vindicated in the Thompson case. They
were vindicated by the Fourth Cireuit Court of Appeals,
and on motion for reargument, they were vindicated again.
They are being charged with all sorts of crimes again
filed by your client in a court of law. I believe it
will be of immense benefit to the public to know that the
people who run the Afro and control it and supervise its
policies are men of honor and strict accountability, and
in order to give that to the public and to pin that in
the public's mind, I think that these charges will have

to be beaten. We are willing to have them beaten. It

will be of immense benefit to the corporation and its

shareholders to know that the corporation is being run
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honestly.

< Do you think a ruling on a plea of laches is a

complete vindication?

A Are you asking that as a guestion?

Q Yes, they were vindicated on laches, weren't
they?

A I don't think so. If I may read from the

opinion of the Fourth Circuit Court of Appeals --

MR. BERMAN: If the Court pleases, are we going
to retry the Thompson case?

THE COURT: I think we are g§1ng into a lot of
things a great many of which are immaterial.

MR. BERMAN: Yes, sir; particularly on this
great pillar of soclety.

THE COURT: It was responsive to your question.
I will say that for Mr. Levin. Your question opens a
very broad fleld, and I think he can answer it any way
he wants to and it will stil]l be responsive. You can

ask your gquestions in a way that does not open up this

field.

MR. BERMAN: Your Honor, I have nothing to hide.
13/
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THE COURT: Yes,you do. You asked him if it
would be a benefit to the corporation, and he answered it.

Q What financial interest ---

A I would like to answer your other question.

THE COURT: No, just answer this question.

Q Just a minute, I have heard enough on that sub-
ject. Of what financial interest would it be to the
corporation, of what financial interest would it be to
the stockholders for the corporation to spend $1,000 or
more to prove the value of the stock ageinst the corpora-
tion's interest, on behalf of the four individual defend-
ants? How would that financially help the corporation?

A There are many things can help & corporation in
addition to dollars and cents. The strong charge made
against these defendants isn't a dollar-and-cents charge,
boéauao if they thought they were wrong, they would pay
baok'dollurs and cents. It is what they bitterly regard
as being called crooks.

THE COURT: Let us get down to something material.
It does not make any difference whether they resent it or

not. The point is whether the corporatiocn is liable for
/3V
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the expenses, unless there is a law which brings this
other point into 1t or causes it to have some relevancy.
A May I answer his question, if your Honor plegse?
THE COURT: You have already answered it. Any
other questions, Mr. Berman?
MR. BERMAN: 7You are counsel for the four defend-

ants, you are one of counsel?

A Yes, sir.
Q And you are also counsel for the corporation?
A Well, if his Honor will pormit me to ---
Q Is that correct?
£ I can't answer unless his Honor allows me to.
Q You have stated that.
THE COURT: You can answer that.
A I am one of counsel for the Afro-American

Company by my filing of this suit. When this suit was
filed, T still retained the same status as counsel for the
Afro, and am to this day, but in my opinion, the Afro is
more properly a party defendant, therefore I did not feel
as if I were violatlﬁg eny ethics.

Q Nobody has charged you with violating any ethics,

137



Mr. Levin. You are here on a retainer with your father
for the Afro-American Company, is that right?
A I don't see where that is relevant.
THE COURT: If Mr. Harry Levin wants to inter-
pose an 6b jection, all right.
ik MR. LEVIN: We object.
THE COURT: Overrule the objection.
A Yes, we do receive an annual retainer.
’!KE COURT: I do not think the amount is
material.
MR. BERMAN: ©¥No, I have not ssked him that.
Q As attorneys for the Afro-American Company, you
i filed this petition to prohibit the plaintiff from pro-
ceeding with this Bill of Complaint until they put up
$7500 security; isn't that correct?
A No. That was prepared by myself and my father
in order to have 2 compliance with the statute. The
‘. statute gives us that right, and we feel we have a right
to assert it.
MR. BERMAN: That is all.

(Testimony of the witness concluded.)
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The reupon=--

JOSEPH ROCKLIN,
a witness of lawful age, produced on bshalf of the
petitioner, having been first duly sworn according to
law, was examined and testified as follows:

THE BAILIFF: Give your name and address.

THE WITNESS: Joseph Rocklin, 3504 West Garrison

Avenue.
DIRECT EXAMINATION
By Mr. Marshall Levin:
Q Mr. Rocklin, what 1s your occupation?
A I am a certified public accountant.
Q How long have you been so certified?
A Since 1939.
Q What schools have you gone to?

A In Baltimore, Baltimore City College, Baltimore
College of Commerce. In New York, N.Y.U,

i+ Do you have any connection with Afro-American
Company?

A I have been the auditor for The Afro-American

Company for about four years.
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Q In the course of your duties, Mr.Rocklin, in
connection with Afro-American, have you made any audits,
and if so, for what years?

A I have performed an annual audit for the years
1946 through 1950, inclusive.

@ What is the audit?

A Well, as an auditor, we review independently ---

MR. BERMAN: If your Honor please, I think your
Honor knows what an auditor is.

THE COURT: Yes. I know what a comple te audit
is and what an incomplete audit 1sf7rar a8 that part is
concerned. It is all right to put it in the record. You
are leading up, I suppose, to the more direct question of
what expense would have to be incurred in defending the
suit.

MR. MARSHALL LEVIN: Yes, sir.

< Mr. Rocklin, let me ask you this question: Have
you read the Bill of Complaint in this case?

& Yes, I have.

Q Tell his Honor if, in your opinion, or in the

opinion of one of the defendants, 1t will become necessary
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to eudit for any years the Afro's books, records, or other
documents, what would you charge the person or persons
who retained you?

(Question objected to.)

THE COURT: T sustain the objectionuntil he

. states what work he would do. I think you have stated
what you think would be necessary. I do not think the
witness is qualified to read the Bill of Complaint and
give an opinion as an expert as to what auditing work or
i other work should be done, in order to present a defense
of this sction.

MR. MARSHALL LEVIN: That is why I asked him if
‘ he was hired by some one else ---

THE COURT: If he is qualified to state what
his charge would probably be for doing the work, doing
coertain work, I will admit it.

Q Mr. Rocklin, what will your charge, if you are
. retained or hired by any party involved in this suit to
perform anauditing Jjob, what would your charges be, and

what would you do and how much would i1t cost?

MR. BERMAN: We object aside from the general
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objection, your Honor.
THE COURT: 1T sustain the objection. That is
too general.

Q@ If you made an audit of the Afro-American's
books in the past, as you made for the last four years or
so, what would you do?

A From the interpretation I have placed on the
Bill of Complaint, it would require making a rather broad
eanalysis and audit of many records, since the Bill of
Complaint mentions transactions going back to 1922, and
perhaps earlier; it would require reviewing books of
account, supplementary data, perhaps, minute books, various
documents.

Q Do you feel that would be necessary and proper
in order to complete such an audit?

A To squarely meet some of the sllegations msde in
the Bil] of Complaint, I think it probably would be neces-
sary to do that.

Q And 1if, arteryoyhnd examined the books and
documents to which you refer, you had to testify in court,

that would take up more of your time, would it not?
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A A considerable amount of time, conference time,
preparation of ,perhaps, memoranda explaining certain
items. It would involve a considerable gmount of work.

I cannot be specific about it, but I do know it would be
a rather substantial undertaking.

Q Do you have any one who works with you or under
you in your work?

A Yes. I have a staff of assistants, senior and
Junion ucconﬁtanta, who work with me in developing
financial information for various clients.

Q  Have you ever made an audit of the Afro's books
before 19467

A Yo.
Q So that if you were required to, it would be a

question of new figures and new facts as far as you are
concerned?

A Yes, it would be to a certain extent unexplored
territory,going back and finding records I have to work
with,identifying items, and attempting to trace the
proper interpretation on those items and drawing con-

clusions, so that some reliance could be placed on what I
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had done.

Q Would you feel that would be necessary despite
the fact that Mr. Cromwell, for example, had made some
examination of the books in the past?

A I think it would probably be necessary. Account-
ants and auditors frequently approach their work with a
limited scope, and since certain attention has been
focused on specific items, it may be necessary to go far
beyond anything that has been done in the past.

Q Assuming that you were called upon to make an
audit, a detailed, broad audit, we will say, from 1922
to date, what amount in dollars and cents would you charge
the person for whom you made that audit}

A I think & conservative estimate to cover the in-
dicated scope of work for all of those years would cer-
tainly require a fee of at least $5,000.

@ Am T to understand that if there were to be an
audit of fewer years then the years encompassed between
1922 and to date, your charge would be less?

A Yes, 1t certainly would. My observation at

this time is, in order to get the information suggested by
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the Bill of Complaint covering the minimum number of years
set out in that document, I would say it would be about
$3,000.
MR. MARSHALL LEVIN: Your witness.
CROSS-EXAMINATION
By Mr. Berman:
o For what years does the company have books and
records, do you know?
A No, I do not.
Q You are assuming they have books and records
from 1925 to date, aren't you?
A Well, they probably have some records, yes.
Q Suppose I tell you they said under oath they
have no record beyond 1934, would your fee still be $5, 0007
MR. MARSHALL LEVIN: We object.
THE COURT: I sustain the objection.
MR. BERMAN: I am sssuming that as hypothetical
facts. -
THE COURT: You can ask him a hypothetical ques~-

tion.

Q Assuming it to be true there are no books and
LY




records except the auditor's reports, beyond 1934, would

your fee still be $5,0007

(Question objected to.)
THE COURT: When you say "beyond", do you mean
subsequently?
MR. BERMAN: No, no, I mean prior. Make 1t
prior.
Q If they have no books or records before 19349
(Question objected to.)
THE COURT: T will overrule your objection.
This is cross-examination.
Q Assuming that to be true, except auditors reports
and perhsps an income tax return, but no other books,
that would abolish a good bit of your accounting work,
wouldn't it?}
A It would more definitely influence it to some
extent, but as to how much, is very difficult to estimate.
Q Suppose they had a complete audit by a certified
public accountant, Mr. Cromwell, from 1934 to the year you
took it over, 1945, inclusive, wouldn't you accept that

audit, or would you hawe to recheck his audit?




A I don't think it could be accepted in 1ts
entirety. Some reliance would be placed on prior work; yes.

Q Let us take paragraph 17, for instance. There is
a statement that on April 4, 1931, defendants divided
among themselves 48 shares of stock authorized but there-
tofore unissued, in violation of the preemptive rights of

the stockholders, you would not be able to state from your

audit whether that was a violation of the preemptive

rizhts or not, would you?

A Mr. Berman, I could not answer that now. Per-
haps I could get the information.

Q And that those shares were issued free to the
four defendants. How long would it take you to find out
whether they paid the corporation anything for those
shares or not?

A T could not determine that now.

Q There ought to be an entry, if they issued
48 shares on April 4, 1931,there ought tobe an entry show-
ing payment somewhere, oughtn't 1t?

A It may be a simple thing at times to give the

answer to a question; on the other hand, it may be very
S5




difficult. It may take extensive research and extensive
analyses to bring out a true answer to your question. I
could not give you a direct answer.

< Paragraph 18 charges that they bought40 shares
from Mrs.Purdy in 1931, and in 1945 the moneys paid Mrs.
Purdy had been charged off by the corporation as a bad
debt, and the defendants gave themselves this stock in
1931, although they were paying Mrs. Purdy up to 1945,
it would not take you long to look at the 1945 entries to
see whether that was charged off as a bad debt or not,
would 1t?

MR. MARSHALL LEVIN: If your Honor please, I
object. I think he has answered the question twice.
THE COURT: Overruled.

A It may be possible to get a quick answer to a
question like that. On the other hand, it is something
you would have to determine at the time. Beforehand, it
is extremely difficult to estimate time or degree of ex-
perience or ability. It takes time.

Q Let us take paragraph 26. In Item (d), on page

13, we allege: "1943 - forgiveness of a loan of $1700,
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together vith interest for ten years, to George B. Murphy,
Sr." You would not have to make a complete audit to deter-
mine whether they did make that loan or consummate that loan
or not,would you?

A There may be other transactions which in-
fluenced 1it. It may not be simply that one item. There
may be related items which have to be evaluated and inter-
preted.

Q Take Item (g): "In 1949 the defendants voted
to George B. Murphy, Sr., an honorarium of $1,000, and
to Miss Frances Murphy an honorarium of $500." I will
tell you now that that came from the income tax return.

It would not take long to determine the truth of that,
would 1t?

(Question objected to.)

THE COURT: T sustain the objection, because of
the form of the guestion.

*] By your making an audit, you would make it for
whom?

A For the client that retained me.

Q Have you been talked to about being retained in
i,
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this matter, in this suit?

A Not definitely.

Q Well, you have read the complaint?

A Yes.

Q Who do you expect to retain you in this matter,
the corporation or the four defendants?

MR. MARSHALL LEVIN: We object, your Honor.

THE COURT: I do not think it makes a lot of
difference, but the statute does cover direct expenses and
also indirect expenses. I think on cross-examination that
would be a proper inquiry. However, I think the witness
hHas answered that he expects the person to pay him 1is
the person who retains him.

Q If I retained you for the plaintiff, you would
look to me or my client for payment, would you not?

A Yes, if you were my client.

Q If T retained you, you would look to me for pay-
ment to get it from my client? |

A Yes.

Q@ And I presume if you are retained by someone else,

you would look to them to pay you, is that right?
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A Well, I suppose counse]l would have to determine
who retained me.

THE COURT: Anything else?

MR. BERMAN: T don't think so.

THE COURT: When you say "audit" -- this guestion
was asked once before and I sald it was all right for you
to explain what you mean by audit -- when you say that it
would cost probably $5,000 to make audits -- as I under-
stood your answer, that is what it w;a to make audits --
what do you mean?

THE WITNESS: Your Honor, the word "audit" is
frequently loosely used. I contemplate a review of many
records.

THE COURT: Well, what records?

THE WITNESS: Books of account, journals, ledgers,
cash books, et cetera, in whatever form they may be, for
as many years as they are available. Supplementary docu-
ments, there may be invoices, contracts, perhaps even cor-
respondence, oral discussion with people, to get proper
explanations of items. Covering minute books, for ex-

ample, covering an extensive array of written material,
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accounting records, corporate records, tax returns,
previous accountants' reports, plus a great deal of confer-
ence time, which I think would certainly be a very for-
midable undertaking, requiring a considerable number of
days. Also requiring a high degree of experience in
accounting work. This is not something you could trust to
a beginner. I feel, by all reasonable standards in the
profession, it would justify a fee of at lesst that much.

THE COURT: For how many years did you mean would
be covered?

THE WITNESS: Well, maybe 20 or 25 years would
be within the scope of such a review.

THE COURT: Twenty or twenty-five years?

THE WITNESS: You could not reduce it to say ---

THE COURT: Well, that answers the question,
twenty or twenty~-five years. What, in detail, do you
anticipate you would be required to do?

MR. MARSHALL LEVIN: If your Honor please, I
might object to that. He does not know yet.

THE COURT: That 1s what I want to find out.

Now, answer the guestion, if you will. p. .4

the question,
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Mr. Goetz.
(Question read by the reporter.)

A Well, my interpretation of the scope of the job,
your Honor, would be along these lines: The defendants
have been accused of certain acts, excessive compensation,
for example, excessive bonuses which are alleged to have
been improper payments. First we would have to deter-
mine what the compensation was for a period of years;
and, secondly, to use the available information and out-
side evidence to substantiate the reasonableness of that
compensation. That i1s something I could not get from the
books but would have to get from outside sources. That
would be necessary to directly meet one of the objections
set out in the Bill of Complaint. That is one item.

Another question would be evidence. Third,
would be travel allowances, improper loans, which cover
a considerable span of time. Then, also very important,
these numerous stock transasctions, which would require a
detailed examination of records for a great period of
time.

THE COURT: That is the point I want to cover.
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What years? Do you mean you anticipate making an audit
for twenty cr twenty-five years, every year for twenty or
twenty-five years?

THE WITNESS: Your Honor, that would not
necessarily mean a complete review of every transaction for
every year. That probably would not be necessary. But in
order to draw accurate and intelligent conclusions from
records and supplementary information, it would be neces-
sary to review, first, the records themselves, whatever avall-
able supplementary information i= available to use, outside
material wherever necessary and a standard of comparison
and, finally, to prepare it in such form with proper inter-
pretation and coneclusions that could be u;cd by counsel
in handling this case.

THE COURT: I am looking here at paragraph 16
of the Bill of Complaint. That is where the plaintiff
alleges specifically that in 1924 and 1925, the defendants
illegelly issued one share of stock to each of four
employees of the company, for $5 per share, which share
was restricted as follows: Not transferrable, to be held

only while an employee of the Afro-American, and © be
/[y



redeemed if, for any reason, he leaves the service, at
cost price of §5. Those facts which I just read are
alleged in conjunction with the plaintiff's contention
tha£ the defendants conspired to acquire ﬁhares of stock
in the corporation without any payment or consideration
by themselves. What, if any, audit would be necessary in

order to determine thgt question? I am talking about an
audit now, and nothing else.

THE WITNESS: With roappdt to that one point,
your Honor, probably not a great desl of financial informa-
tion is involved It would not require too much from the
auditor or from the accounting phase of this undertaking.
I think that this question of whether or not consideration
was paid probably would have a beaering on the work I would
do, say that part.

THE COURT: Well, you would not have to examine
all the books of the company to find out whether they show
that a consideration had been paid, because it might have
been paid without being shown on the books.

THE WITNESS: Briefly, I think, your Honor, that

we could not definitely determine the answer without first
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making an inspection of the books.

THE COURT: What would you inspect?

THE WITNESS: Oh, maybe cash books showing re-
ceipts of funds; I think maybe general ledger accounts
showing credits to a certain account; or it may be out-
side of the formal accounting records.

THE COURT: Wouldn't you go to the defendants
themselves and ask them whether they had paid or whether
they had not paid?

THE WITNESS: As e preliminary step I would,
your Honor.

THE COURT: If they told you they did pay and
pald in a certain year, couldn't you go more directly to
the matter than examining a whole lot of books of the
company?

THE WITNESS: I assure you I would approach the
matter with the usual preliminary work and apply the most
reasonablemanner of doing the work I can conceive of.

T would nﬁt necessarily examine five years' records to

find the answer to something that is obvious at the very

begimning. T would leave that to my Judgment and discre-
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tion of where it must necessarily be.
THE COURT: Paragraph 17 alleges that on April 4,
1931, the defendants issued to and divided among themselves
48 shares of stock which had been authorized, but then were
unissued, and that the 48 shares were divided four ways,
making 12 shares to each defendant. It 1s alleged that
the defendants pald no consideration for those shares.
What would you hgpve to do besides making an examination of
the books is concerned, in order to meet that allegation?
THE WITNESS: Well, the procedure would probably be
along these lines, your Honor. First, determining that

the shares were to whom actually issued, getting approxi-

mate dates , talking to the individuals involved wherever

possible, and attempting, if the records are available,
to identify various items, if they can be obtained from
the available records. It would require considerable
preliminary discussion, access to various records, and,
perhaps, to related materisl other than formal accounting
records.

THE COURT: VWell, 1t would not require an audit

of the books for 1931, would it?
[ 3
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THE WITNESS: It could. T mean at this time I
don't think I could accurately state whether it would or
would not.

THE COURT: When you say an audit of the books
from 1931, what would you do in meking an audit of the books
for 1931? You said that it might require an audit of the
books in 19631, what, in greater detail, would you do in
making that audit?

THE WITNESS: Well, probably the thing to do
would be to review any prior financial statements, tax
returns for that period, then referring to records that
are available covering that year of the transsctions.

THE COURT: What would you find as the result of
examination of tax records or tax returns?

-THE WITNESS: Some basic information, your Honor.
Merely it would show what the surplus of the company was,
probable dividend payments, income and expenses for the
year. It would be the preliminary source of information.

THE COURT: Wouldn't you find out from the de-
fendants themselves what had occurred?

THE WITNESS: Yes, I certainly would. I would
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definitely do that, discuss these various matters with
the defendants, determine from conversations with them,
what their recollection is on these transsctions. After
all, they did occur twenty or more years ago, and any
specific instences and information I could obtain from

. these defendants, I would then outline a procedure which
T believe would produce, if not completely, partially the
answers to the questlions.

THE COURT: You are now saying these things with-
out knowing what explanation there is of the defendants.

THE WITNESS: I have participated in some dis-
cussions and conversations, and I have a general idea of

. what many of these transagctions had involved.

THE COURT: I suppose you wouldsay about the
same thing regarding paragraph 18, where 1t is alleged
that 40 shares were acquired by the corporation from Mrs.
Purdy.

. . THE WITNESS: The answer would be approximately
the same, your Honor. Of course, in esch case the scope
of the information would determine or the availability of

information would determine just how much information or how
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much of the snswer to these questions can be obtained
from the accounting or related records.

THE COURT: Now, then, paragraph 21 is much
broader. It allogeqfthnt from 1922 to date, the defend-
ants have drawn excessive salaries and bonuses, all of the
sald defendants sxecert George B. Murphy, Sr., who was
assigned no duties, performed duties from timo'to time in
the editorial, printing, and circulation departments”,
et cetera. Then it goes on to say that the defendants
drew their regular weekly salaries, and also beginning the
year 1926, drew unreasonably large yearly salaries and
1llegal bonuses. From your answer before, that, I suppose,
would entall work covering all of those intervening years.

THE WITNESS: Tt would, your Honor, cover a very
broad period of time, and also require an analytical phase
of the jobs which would beyond any accounting records.

The reasonableness of salaries can best be determined by
comparisons, and that would go beyond the company's im-
mediste accounting records.

REDIRECT EXAMINATION

By Mr.Harry Levin:
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Q@ You mean by that you would have to compare
salaries of executives of businesses comparable to the
Afﬁo-hmoricln?

A Yes.

Q You would have to go out first and talk to other
people before making a comparison?

A That would be one phase of it. Also, it would
require a review of the contribution the defendants have
made to the success of the company, their personal qualifi-
cations, what they have contributed through the years in
ability and in energy, among other things, to justify the
compensation that they earned.

Q And by that, you would have to take into con-
sideration the factor of circulation, say, of 1922, with
the circulation of the paper in succeeding years, down to
date.

A Yes.

Q And the larger the circulation, the more money
the company makes, in relation to the salaries and bonuses,
would have a bearing on that, 1s that right?

A Yes. As the company grew through the years, to
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a large degree, due to the efforts of these men, their
salaries should have ad justed themselves accordingly.

THE COURT: Paragraph 2¢ alleges that more than
$10,000 attorneys' fees have been charged to the company
for services rendered the defendants individuslly, and the
defendants have also charged to the corporation household
expenses and expenses of private automobiles, used for
private purposes. No item is mentioned there. Would
,you have to go through the books for a great many years
to find out whether there was anything to substantiate
that allegation?

THE WITNESS: T think it would be the ressonable
thing to do, your Honor, to determinehow much was charged,
and I also feel it is probably a matter of opinion as to
whether or not they should have been charged to the Company
or should not have been charged. That would require con-
siderable discussion of the item and, perhaps, further inter-
pretation before any conclusions could be drawn.

THE COURT: Of course, the burden is on the plain-
tiff to substantiate the allegations of the Bill of Complaint

that your theory 1s, as T understand it, in order to be pre-
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pared to meet the evidence that might be produced to sub-
stantiate these allegations, you would have to examine the
records of the company fully.

THE WITNESS: I think it would be necessary, your

THE COURT: Any other questions?
RECROSS~-EXAMINATION
By Mr. Berman:
Q In answer to his Honor's questions, you understand

that in all of these allegations the burden of proof is

on the plaintiff to prove, do you not, and you want to

make this audit for the purpose of disproving these various
allegations?

A It is not that I want to. My client, whoever it
may turn out to be, probably feels in order to be in a posi-
tion to present their case properly and to defend this case
properly, they should have that information.

Q Yes, That is, to disprove these allegations in
the Bill of Complaint?

A I would say that is the reason.

THE COURT:
You said something about the cost possibly would
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not be more than $3,000. I 4id not understand your
testimony in that regard. What was that? Do you remember
1t?

THE WITNESS: Yes, T do, your Honmor. I think the
question was in the event that it is unnecessary to cover
all the years, how much work detail would be involved to
meet the basic questions,

THE COURT: Oh, I see. T did not understand.

By ¥r. Berman:

Q There are reslly only tenm, approximately ten

stock transgotions set out, isn't that true?

A Yes, just sbout that.

Q It certainly would not cost $100 to deter=ine the
truth or falsity of those allegations regarding each stock
transsction, would 1t?

MR. HARRY LEVIN: Your Honor, that was all gZone
through on cross-examination before.

¥R. BER#AY: ¥o, 1t wasnot.

MR. HARRY LEVIN: We object.

THE COURT: 1In view of the fact I asked the ques-

tions I did, I will have to be pretty liberal.
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MR. BERMAN: I think your Honor has covered it
pretty well.
(Testimony of the witness concluded.)
Thereupon---
ADOLPH HAMBURGER,
a witness of lawful age, produced on behalf of the peti-
tioner, having been first duly sworn according to law, was
examined and testified as follows:
THE BAILIFF: Give your name and address.
THE WITNESS: Adolph Hamburger, 3412 Falstaff
Road.
DIRECT EXAMINATION
By ¥Mr. Marshall Levin:

] What is your occupation?

A Investment adviser.

d Where is your office located?

A In the Munsey Building.

Q Is there any name to your business?
A Market Trends.

Q What is the nature of that business?
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h The nature of the business is advising people
on their investments.

Q What in your background would qualify you to so
advise?

MR. BERMAN: I ;dnit his qualifications.

MR. HARRY LEVIN: We want it for the record.

A Besides my educational background ---

THE COURT: If the qualifications are admitted,
I don't want any evidence regarding 1it.

MR. MARSHALL LEVIN: All right, sir.

Q Have you had occasion to testify ---

MR. HARRY LEVIN: The nature of his qualifica-
tions, your Honor, I think ought to be in the record, his
education and experience. I think it has a bearing on this
case, even though it is admitted. We would like to have it
in the record so your Honor would have the advanfago of
knowing this gentlemsn's background. \

THE COURT: 7T willl assume, when his qualifications
are admitted, that he is perfectly gqualified to anawer the

quoitionl.

MR. HARRY LEVIN: If you ask a witness if he is a
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medical physician, everybody knows. If you ask a man
whether he is an attorney at law ---

THE COURT: The only relevency of that guestion
is his qualifications. That is the only relevancy.

MR. HARRY LEVIN: Qualifications as to what?

THE COURT: To testify to what your son, Mr. Levin,
is going to ask him. If ¥r. Berman objects on the ground
of qualification, then he will be permitted to put everything
in. The only relevency of experience and that sort of
thing, in a case is qualificetions to testify as an expert.
There 1s no use to encumber the record for that purpose
becsuse, when it is sdmitted, that i1sall there is to it.

MR. MARSHALL LEVIN: If your Honor please, I under-
stand that point and I acquiesce in it. The only reasson I
think perhaps your Honor might want to hear it is thit it
might have some effect on your Honor's views as to the
fairness of what this gentleman might charge for his ser-
vices, and I think that the Afro certainly was interested
in his qualifications before they retained him,and I think
your Honor perhaps might want to hear what type of man he

is.
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THE COURT: Do you object, after your admission,
Nr. Berman?

MR, BERMAN: Your Honor, he is the highest type man,
he is aman of exceptionally fine charscter, and he is one
of the most learned men in his profession. He is extremely
honorable. He is entitled to about five dollars a minute
to testify.

MR. HARRY LEVIN: What 1s his specialty?

MR. BERMAN: Whatever specialty he would testify

to.
THE COURT: With that admission, I am not going
to hear any further testimony on that point.
By Mr. Marshall Levin:
Q NMr. Hamburger, have you had occasion to evaluate

the stock of The Afro-American Company in the past?

A Yes.

Q On what occasion?

A On the occasion -- I forget the name of it -- on
the occasion of the Thomas case.

Q Thompson case?

A Thompson case.
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Q For what year did you testify as to the stock

i value of Afro-American?

A T believe it wasl1930, September, 19030.

Q Did you do any work before you arrived at your
conclusions concerning the value of that stock?

A Considerable.

Q And you also testified as to its value in court?

A Yes.

-, What did you charge for your services in total?

(Question objected to; objection overruled.)

A $1,000.

Q Did you receive $1,0007

A Yes.

Q Concerning this present case, assuming that there
are ten stock transactions in which it is alleged that the
defendants in some way were fraudulent and of a conspiratorial
nature in obtaining stock for themselves, either as the

o result of the company getting it and they getting it from

-thepempany for nothing, and you were required to meke an

evaluation of The Afro-American Company stock for those ten

transaction3, would you take it 1fvyou were callod upon to do
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so?

A Yes.

Q How much would you charge for those services?

B Well, I might say this: The first part of the
question about the conspiracy would have nothing to do with
my part of the work, that would be the auditor's work.

T would charge on evaluing the stock, and that is where T
would stop.
Q Is one of the elements upon which you base an

evaluation of stock the earnings per year of s company or

corporation?

E Certainly.

o Is that one of the methods to be considered?

A Yes.

Q And one of the things that would affect your
consideration slong that line would be reasonableness and
fairness of compensation drawn by the employees, isn't that
true?

A I would sgy this -~ I doﬁtt want to try to value
the stock sitting here -- but a stoek of a corporation that

is fraudulently run is not as good as the stock of a corpora-

/

(6




75

tion that is honestly run.

Q Would you place a higher wvaluation on stock which
is arrived at, or the value of which is arrived at after
payment of falr salaries or reasonable salaries, or sock of
a company in which the salagig:.:%o axorbitant and fraudu-
lent?

A In a corporation where salaries afo fair.

Q Therefore, the relevancy of salaries, bonuses
and dividends, for example ---

A Oh, that would have definitely an effect. There
have been many cases involving that very point, where they
charged that the officers of the corporation were receiving
too much and on stocks where they are publicly held, the
stocks have gone down as the result of it. The lest such

Sperks-
case that T would heppen to remember was in the/Orthington
Company, a small radio company, where they changed the
management becsuse they charged fraud, and so on.

Q S0, in your opinion, you feel that salaries, for
example, do have an effect on the value of stock?

- Certainly.

Q What would be your fee for examining the stock
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of The Afro-American Company as to value in any one year,
for example?

A $500.

Q If you were called upon to make ten examinations
of The Afro-American Company stock, the value thereof, what
would your fee be?

h As there would be some similarity from year to
year, there would be some similarity from year to year,
the maximum fee would be §3,000.

MR. MARSHALL LEVIN: Your witness.
CROSS~-EXAMINATION
By Mr. Berman:

< Mr. Hamburger, have you read this Bill of Com-
plaint?

A No, sir.

Q In the Thompson case, there was a question of
these four defendants purchasing stock from their cestuis
que trust at so much per share, and that is where you
valued the stock, is that correct?

A You know, I have kind of forgotten about the

Thompson case, s0o don't hold me to it.
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Q Would it be necessary for you to value the stock
to prove or disprove this statement in paragraph 16:

"That in 1924 and 1925, the defendants 1llegally issued one
share of stock to each of four employees of the company
for $5 per share, each of which shares were restricted as
follows: Restricted - not transferable," and so forth.

You heard his Honor read the restrictions. What would the
value of the stock have to do with proving that allega-
tion?

A You know, I am not a lawyer, Mr. Berman ---

2 I know you are not.

A I don't know whether I can answer your question,
but I would have to know the value of the stock, for the
extent of the damages would depend on the value of the
stock.

- What damages?

A You said something that certain stockholders were
not given their preemptive rights.

Q Yes.

A The value, the amount of the value of the damages

that they were entitled to, though, would depend on the
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value of the stock. For instance ---

Q You are interpreting what is going to happen if
the Court finds the next paragraph to be true that ---

A I am not interpreting anything.

Q If thelr preemptive rights, as stockholders, were
violated,that then the Court can onlﬁ glve them damages
based on the value of the stock, is that 1t?

A I was not attempting to interpret anything.

< That is exactly what you started to say.

A You asked me why the stock would have to be
valued if it was 1llegally issued. I told you I wasn't
a lawyer, but I was trying to make a guess.

°] Why would it be necessary for you to value forty-
eight shares of stock, as alleged in paragraph 17,---

A Mr. Bermen, I don't know what «--

THE COURT: Let him finish his gquestion.

Q (Continuing) --- which was issued on April 4,
1931, and we say that these shares were issued in viola-
tion of preemptive rights of the other stockholders, and
that they were issued to the four defendants without de-

fendants paying anything for them. What has an evaluation
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got to do with whether they issued them to this group in
violation of the preemptive rights of the other stock-
holders? How does the question of value come in there?

A I would still value the stock if I am asked to do
it. I don't have to know what use the people are going to
make of my testimony.

Q We will take paragraph 18: On the same date,
on April 4, 1931, 40 shares of the at:gll;7ncqu1rad by the
.Afro-Au.rican Company from Eva Purdy, and that the company
paid for the stock and that the defendants gave themselves
this stock and paid nothing for 1it. What has the wvalue
of the stock got to do with that, whether they gave this
stock free or not?

A You are asking me the question as if I were a

If
lawyer. I don't know and I don't care. /they ask me to

valne the stock, I will do it.

Q Whether it is relevant or not, if they will ask
you to value the stock, you will value it and send them a
bill. If T ask you to value the stock, you will value it
and send me a bill?

A That is right, that is my position. I advise
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people whether to buy stock or not and I send them a hill.

THE COURT: The value of the stock would cer-
tainly be relevant in relation to preemptive rights.

MR. BERMAN: ©No, your Honor.

THE COURT: Why not?

MR. BERMAN: It is not a question of value on
pre-emptive rights. The Court of Appeals has gone into
that very thoroughly and very recently in the Charles Ross
Transport Company. That is a right that cammot be bought
and must be given to them, and if the stockholders sell out,
they have their rights; but they cannot deprive them of
their preemptive rights and say, We will pay you the propor-
tionate shares.

THE COURT: And damages? If you sue a corpora-
tion or individual or whoever may be responsible because
you, as a stockholder, were not given a preemptive right,
would not the value of the stock -- well, do not let us
take too much time on that.

MR. BERMAN: Your Honor, this isn't a suit for
damages.

THE COURT: I am not going to decide that ques-
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tion now.

MR. BERMAN: Your Honor, this isn't a suit for
damages, this 1s a suit by a stockholder for wrongs com-
mitted against them, to put them back in status quo.

THE COURT: That is right, and unless you were
damaged, you certainly would not complain about it.

MR. BERMAN: But the purpose of this suit is to
put‘ﬁhecorporntién in status quo, and the value of the
stock hasn't an earthly thing to do with 1t.

THE COURT: Yes, I see your point there. It is
a derivative suit.

MR. BERMAN: That is right. You can lose sight of
the point very easily.

THE COURT: 1T see the point. There 1s no use
for you, Mr. Levin, to walk all of these steps, and whatnot.
MR. BERMAN: That is all, Mr. Hamburger.

(Testimony of the witness conecluded.)

Thereupon~---
CARL J. G. MURPHY,

one of the petitioners, produced in that behalf, having b een
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first duly sworn according to law, was examined and testi-
- Tied as follows:
DIRECT EXAMTNATION
By ¥r. Marshall Levin:
Q Mr. Murphy, what position do you occupy in The
‘ \ Afro-American Company?
A Prosid‘nt of the corporation.
B Since when have you been president?
A 1922,
Q Before that time, what was your official position,
if any, with the Afro, before 19227
A Vice-president and editor of the newspaper; mem-
. ber of the Board of Directors.
Q What position does Mr. Arnett Murphy occupy at

the present time?

A Vice~president and treasurer.
Q How about Mr. John Murphy, if any?
4 A DMember of the Board.
) Q How about Mr. George Murphy?
A He 1s retired now.
Q How o0ld is Mr. George Murphy, do you know?
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A In excess of eighty.
Q You are familiar with the case of Thompson against
the Afro, et al?
A Oh, yes.
Q You testified in that case?
A Yes.
Q@ Do you recall offhand how many times you attended
depositions, hearings, and testified in this case?
THE COURT: When I made the statement in the
beginning as to admitting evidence subject to exception,
it led us into an admission of evidence which, to my mind,
now, regardless of my decision on this legal point, is ir-
relevant, -nd 1f you are undertaking to prove that WMr,
Murphy will lose a lot of time in attending hearings, trials,
and so on, I will certainly assume that he will. But, to
my mind, that isn't a recoverable expense.
MR. MARSHALL LEVIN: All right, sir.
THE COURT: I think i1t has no place in the record
for that resson. Mr. Murphy, of course, is a valuable man
on the paper. I know that. But if you go back to your

law, which I don't have to refer you to, and which you know
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better than I, you just cannot recover such things.

MR. MARSHEALL LEVIN: Your Honor specifically refers,
I imagine, to the time spent away from the business.

THE COURT: Certainly. Even in a suit for damages,
you cannot make recovery on that.

By Mr. Marshall Levin:

Q Let me ask you this question: Forgetting whether
you are going to lose any time from your supervisor capacity
as far as the Afro-American is concerned, if there are depo~
sitions taken and you ar§7au1rod to pay your proportionate
share of the depositions and the photostatic costs, cost of
- stock sveluation, and any other costs reasonably incurred,
are you going to look te the Afro-American Company for re-
imbursement, if you win this case?

(Question objected to; objection overruled.)

A Yes, if we win the case, woe will certainly look to
' the company.
Q Why?

(Question objected to; objection overruled.)
A We are representing not only ourselves in this

action, but we are representing the corporation. We have
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been accused of everything under the sun, falsification,
fraud, and people in this community would certainly want
to know whether a newspaper that has been the organ or
mouthpiece of the community for over forty years has been
conducted in that way or has not been.

Q Aside from the question of public opinion —--

MR. BERMAN: I move the answer be stricken out,
if your Honor please. I think that is very remote.

THE COURT: I think, perhaps, I will grant that
motion. Isn't it a legal question, more than anything
else? The reason I overruled Mr. Berman's objection to your
first question was this; there might be some question as
to whether the dotondghta now, we will say, expect to have
reimbursement from the corporation in the event that they
win the suit, even though the law would permit them to do
it. BSo that is why I felt that your questions were proper
to get his answer as to what he would do. But as to why,
I think Mr. Berman can ask that if he wants to.

MR. MARSHALL LEVIN: All right, sir.

Q . Aside from the matter just discussed -- T don't

know if I have your Honor's permission to ask this question.
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I am just trying to give your Honor the benefit of an
answer which I had expected.

THE COURT: Do you want to prove that the in-
dividual defendants would have a right to recover from the
corporation in the event the bill is dismissed? 1Is that
what you want to do?

MR. MARSHALL LEVIN: In a sense, sir, the
legal question to which your Honor refers I have attempted
to answer in the memorandum. However, I prefer to show
through Mr. Murphy that tho reason he expects, he and the
other defendants expect to be reimbursed, is that when he
conducts the business of the Afro as director and officer,
he expects to conduct the business, not to be charged with
frand and other things like that, and hence, if he defends
the suit as best he knows how, and he is completely vin-
dicated on the merits of the case, then the money he ex-
pends should properly be chargeable to the corporation.

THE COURT: Isn't that the basis upon which these
decisions in your memorandum are based?

MR. MARSHALL LEVIN: Some of them, yes, sir.

Others go on the benefit theory to the corporation, that the
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Court will then allow the defendants to be indemnified.

THE COURT: I do not think there are going to be
any substantial costs to the corporation in this case. If
the corporation is entitled to security, I think it is
under the costs which may be incurred by other parties de-
fendant for which the corporation may otherwise become
legally liable.

MR. MARSHALL LEVIN: I acquiesce in your Honor's
ruling.

THE COURT: I do not think we ought to go into
the trial of another case. I am not sure you are not
entitled to show why the corporation would be liable to
these defendants, if they made claim against the corporation
for the expenses which they incurred in the case. 1t cer-
tainly would not be on the ground that it is for the benefit
of the corporation to have this suit dismissed. 7T think it
would be for the benefit of the corporation, as such, to
have the relief prayed for granted. That 1st£;7I think
the only ground upon which security would be required, would
be for the reasons I just stated. I am speaking without

/79
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memorandum, becsuse I have not had a chance yet, of course,
to read the memorandum.

MR. MARSHALL LEVIN: Yes, sir.

THE COURT: Picking up where I left off, on the
ground that if the individuals not had been directors of
the corporation, they would not have been sued, in the first
place, and would not have incurred the expenses.

MR. MARSHALL LEVIN: Exactly, yes, sir. That is
substantially our position.

THE COURT: It seems to me that is a legal guestion.
The Court can certainly take judiciel notice of the fact
that if they had not been directors they would not be in
this suit.

MR. MARSFALL LEVIN: Yes, sir.

THE COURT: That does not need proof.

MR. MARSHALL LEVIN: If an executor or testementary
trustee is accused of fraud, negligence, and so forth, and
he successfully defends himself without question of benefit,
he gets reimbursed from the estate.

THE COURT: Yes.

MR. MARSHALL LEVIN: In view of your Honor's dis-

/80
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position, I have no further questions to ask My, Murphy.

THE COURT: Do you have any questions, Mr. Bermsn?

MR. BERMAN: VNo.

(Testimony of the witness concluded. )

MR. MARSHALL LEVIN: We had intended to have Mr.
Arnett Murphy testify, but in view of your Honor's position,
I don't think we will. -

THE COURT: You can ask him the same question
you asked Mr. Murphy.

MR. BERMAN: I will stipulate that his answer will
be the same, if your Honor plesse, and then I will move it
be stricken out.

THE COURT: All right, then. Tt 1is stipulated
that Mr. Arnett Murphy's testimony will be the same ss Mr.
Carl Murphy's, namely, that if he brovnila in this suit, he
would look to the corporation to reimburse him for his ex-
penses, and Mr. Berman renews his objection, the Court over-
rules the objection.

MR. MARSHALL LEVIN: If your Honor pleases, there
18 just one brief tbing I would 1like to mention. That is,

in yesterday's Daily Record, or Wednesday's Dally Record -- /g/
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this is on the point of demurrer, on which your Honor has
reserved decision --- there 1s a case of Dorsey against
Stone, on the question of demurrer as to laches. I be~
lieve it substentially holds what we would urge upon your
Honor.

THE COURT: Vhat 1s the case?

MR. MARSHALL LEVIN: Dorsey vs. Stone, opinion of
the Court of Appeals on February O of this year. It i1s in
the Daily Record.

THE COURT: Yes. I read that. I thought of your
case when I read 1t.

MR. BERMAN: May I make a motion, if your Honor
please? I move that the testimony of Mr. Marshall Levin
relating to what would be necessary fdr these defendants’'
alleged expenses, alleged expenses that would be necessary
for these defendants to go to, be stricken out as absolutely
irrelevant to the inguiry.

I move that the testimony of Mr. Rocklin be
stricken out, becsuse what he testified he would do as a
matter of preparing a defense before they see whether the

case is proven or not. If the case is proven, they can
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hardly prepare a defense. Mr. Hamburger is in a different
position. Mr. Hamburger's testimony would be absolutely
useless. There would be no sense in having the value of
the stock for this whole set-up. It has no relation to
any of the questions involved and would not help the Court.
If your Honor please, this isn't a sult where
officers are accused of using bad judgment, or even being
guilty of conspiracy for the benefit of a third person, as
most of the cases are, where they hire a president and give
him rights to subseribe to stoek, and give him so many years
to pay off that stock, and the minority stockholders object

to it.

(Argument followed, and decision held sub curia.)
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Judge Tucker - Dated March 29, 1951

SUPREME BENCH
OF .
BALTIMORE CITY

John T. Tucker _ Baltimore 2, Maryland

.

Judge
March 29, 1951

Messrs. Harry O. and Marshall A. Levin
1145 Mathieson Building
BRaltimore 2, Maryland
and
Paul Berman, Esqg.
110 E. Lexington Street

Baltimore 2, Maryland
Johnson vs. Murphye.

Dear Sirs:

I have considered the defendants' demurrer o the bill of
complaint, and also the questions raised by the amended petition of
the corporation, the Afro-American Company, and answer of the plaintiff
thereto, relating to the giving of security by the plaintiff for cer-
tain expenses for which the corporation may become liable.

In my opinion the demurrer should be overruled, and leave
granted the defendants to answer the bill of complaint in 15 days after
the filing of a bond, which is herelnafter mentioned.

It is also my opinion that in pursuance of the provisions of
Article 16, section 195, of the Maryland Code (1947 Supp.), the plain-
tiff should be required to give a bond with proper surety, in the amount
of $3000.,00, as security to the corporation for the reasonable expenses,
excluding attorney's fees, which may be incurred in the case by the de-
fendants and for which the corporation may become liable as may be de-
termined by the court upon termination of the action.

I will sign an appropriate order or orders when presented.

Yours very truly,
/s/ Jno. T. Tucker

/t/ John T. Tucker




Jd7

RDER OF COU
Filed Lth April 1951

EDITH L. JOHNSON * IN THE

vs. | o CIRCUIT COURT W .2
THE AFRO AMERICAN COMPANY, * OF
Bt Al BALTIMORE CITY 30601-A

HANEXRNXERAXAXXXARXEX

XXX

’ The defendents' demurrer t¢ the bill of complaint, and

the amended petition of the defendants to require plaintiff to

file security for certain expenses, exclusive of attorneys fees,

under and by virtue of the provisions of Article 16, Section

193, Anno, Code of Maryland (1947 Supplement), and the answer

of plaintiff, having been read and considered, and after
‘ argument by counsel for the respective parties, it is this 4th
day of April, 1951, O RD E R E D by the Circult Court No. 2
of Baltimore City, that the plaintiff is hereby directed to
file a bond with the clerk of this court with proper surety
in the amount of $3,000.00, as security to the Afro American Com-
pany for the reasonable expenses, excluding attorneys fees,
which may be incurred in this case by the defendants and for
which The Afro-American Company may become llable, as may be
determined by the Court upon termination of the action.

And it is further 0O RD E R E D that the sald demurrer
to the bill of complaint be and it is hereby over-ruled, with
leave to the defendants to file an answer to the sald bill of
complaint within fifteen (15) days after the bond required by
this order is filed by the plaintiff with the Clerk of this

court.

/s/ John T. Tucker

Judge.
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MPLAINANT'S APPE
1164 3rd May 1951

EDITH L. JOHNSON, A stockholder

of the Afro-American Company,

a body corporate, on her own : IN THE
behalf and on behalf of all

other stockholders of the Afro- $

American Company, a body corporate, CIRCUIT COURT NO,

and for the benefit of
The Afro-American Company, a
body corporate, $ OF

Ve, BALTIMORE CITY

CARL JAMES G. MURPHY,
DAVID W. ARNETT MURPHY,
GEORGE B. MURPHY, SR., and
JOHN H. MURPHY, JR.

Mr. Clerk:

Please enter an appeal to the Court of Appeals
of Maryland in behalf of the complainant herein, Edith L.
Johnson, on her own behalf and on behalf of all other stock-
holders of the Afro-American Company, a body corporate, and
for the benefit of The Afro-American Company, a body cor-
porate, from the Order of this Court in this cause, dated
and entered April 4, 1951, and particularly from that por-
tion of the sald Order directing the complainant to file
a bond with the Clerk of this Court in the amount of $3,000,
as security to the Afro-American Company for the reason-
able expenses, excluding attorneys' fees, which may be in-
curred in this case by the defendants and for which the Afro-
American Company may become liable, and that portion of said
Order granting leave to0 the defendants to defer the filing

of thelr answer to the bill of complaint until after the

¥
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bond required by the aforesaid Order is filed bv the com-

plainant with the Clerk of this Court.

/M 6%”%

Paul Berman,
110 E. Lexington Street,
Baltimore 2, Maryland;

¢/ Slgmund Levin,
110 E. ILexington Street,

Baltimore 2, Maryland,
Attorneys for Complainant.

I hereby certifyv that on May .7 , 1951, a carbon
copy of the foregoing notice of appeal was mailed to Levin
and Levin, Esqs., Mathieson Building, Baltimore 2, Maryland,

attorneys for the defendants in this action.

% aundl WMx

Paul Berman,
Attorney for Complainant.
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COMPLAINANT'S DESIGNATION
OF RECORD ON APPE
Filed 15th May, 1951

EDITH L. JOHNSON, a stockholder $
of the Afro-American Company,
a body corporate, on her own : IN THE

behalf and on behalf of all
other stockholders of the Afro-
American Company, a body corporate, CIRCUIT COURT NO. 2
and for the benefit of :

The Afro-American Company, a

body corporate, : OF

.

Ves BALTIMORE CITY

CARL JAMES G. MURPHY,
DAVID W. ARNETT MURPHY,
GEORGE B. MURPHY, SR., and
JOHN H. MURPHY, JR.

Mr. Clerk:
Pursuant to the provisions of Rule 18 of the Rules
and Regulations of the Court of Appeals of Maryland respect-
ing appeals, the complainant and appellant in this case, Edith
L. Johnson, on her own behalf and on behalf of all other stock-
holders of The Afro-American Company, a body corporate, and
‘ for the benefit of The Afro-American Company, a body corporate,
hereby designates the following as the portions of the record,
proceedings and evidence in this case to be contained in the
record on appeal to the Ccourt of Appeals:
1. Docket entries,
2 Bill of Complaint and exhibits, filed August 15, 1950,
Se Demurrer to bill of complaint, filed September 18, 1950,

. 4, Petition of The Afro-American Company to require secur-
ity, and order of Court thereon, filed September 27, 1950,

S5e Complainant's answer to petition of September 27, 1950,
filed October 26, 1950,

6o Petition of The Afro-American Company for leave to file
amended petition, and order of Court thereon, filed February 5,
1951.

T Amended petition of The Afro-American Company to require

/1§



security, and order of Court thereon, filed February 5, 195l.

8. Complainant's answer to amended petition of February 5,
1951, filed February 16, 1951.

9. Transcript of testimony and proceedings in open Court
on February 23, 1951.

10, Letter of his Honor, Judge John T. Tucker, to the
solicitors for the respective parties, dated March 29, 1951.

ll. Order of Court dated and entered April 4, 1951.

12, Complainant's appeal to the Court of Appeals, filed
May 3, 1951.

13, This designation.

/éw,( Berorv s,
Paul Berman,
110 E. Lexington Street,

Baltimore 2, Maryland;

}<i51*7>i;
Sigmugd Levin

110 E. Lexington Street,
Baltimore 2, Maryland;

//\

B\W
Theodore B. Bermaé?
110 E. Lexington Street,
Baltimore 2, Maryland,
Solicitors for Complainant.

I hereby certify that on May /J", 1951, a carbon
copy of the foregoing designation was mailed to Levin & Levin,

Esqs., 10 Light Street, Baltimore 2, Maryland, solicitors for

W%Z%b

Sigmun evin,
Solicifor for Complainant,.

the defendants in this action.




Whiech Appeal, being by the Court also granted,
it is thereupon Ordered by the Court here that a trans-
eript of the Record of Proceedings in the case aforesaid,
be transmitted to the Court of Appeals of Maryland under

the rules thereof, and the same is transmitted accordingly.

TEST: d M

erk of the Circuit Court

o. 2 of Baltimore City.

In Testimony whereof that the aforegoing is a
full and true transcript of the aforegoing papers taken
from the Record of Proceedings in the Circuit Court No.
2 of Baltimore City in the cause therein mentioned.

g%o‘”&“%&m I HERETO get my hand and
%‘:\,WIM affix the Seal of the

\*)\NMA ﬁ«wv\ Said Cirecuit Court No.
éf) L0 v é*‘ Ag%&_,.\, ¢ ¥ 2 of Baltimore City,

this%ay of

in the year of 0 ord,

Nineteen hundred and Fifty-

< Ol s ol

erk of the Circuit Court

No. 2 of Baltimore City.




