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IN THE

Supreme Court of Appeals of Virginia
AT RICHMOND.

GRA.NIT.m HALL F,ARMS CORPORATION, ET ALS.,

v.

:.

VIRGlNI.A. TRUST

CO~iP A:l\TY,

TRUSTEE.

PE'l'ITION FOR APPEAL.

To the Honor{]Jble Chief J~~stice and Associate Justices of the
B~tpreme Court of Appeals of Virginia:
Your petitioners, Granite Hall Farms Corporationt J. R.
Paschall and Florence Paschall, respectfully represent that
they are aggrieved by decrees, hereinafter more particularly
mentioned, rendered by the Law and Equity Court of the
City of Richmond in a certain suit in equity pending therein
under the. style of Virginia Trust Company, trustee, v. Dameron, et als., wherein your petitioners and others are defendants, a transcript of the record whereof is herewith presented as a part of this petition.
.STATEMENT OF THE CASE.
The case, stated from the viewpoint of petitioners, is as
follows:
On May 1, 1920, petitioner, Granite Hall Farms Corporation. was indebted to the Virginia Trust Company in the sum
of $60,000.00, evidenced by its bonds aggregating that amount,
and petitioner, J. R. Paschall, was indebted to said Virginia
Trust Company in the sum of $60,000.00, evidenced by his four
notes for ~15,000.00 each. Payment of Paschall's notes was
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secured by collateral securities owned by him and deposited
with the Trust Company. Op. the same daj Granite Hall
Farms Corporation executed to the Virginia T~ ~t Company,
as trustee, a deed of trust (R. 15) conveying',~ it the land
and property therein described, to secure, by t
st lien, its
. bonds aggregating $60,000.00, and, by a secona-rren, its note
for $40,000.00 made for Paschall's accommodation, 'vhich note
was indorsed by Paschall, the Trust Company having required the accommodation note of $40,000.00 -as additional
security for.the payment of Paschall's personal indebtedness ..
of Paschall's notes were paid by him, or out of the
proceeds of his securities deposited as collateral security.
In the summer of 1923 there remained two of his notes for
$15,000.00 each, with accrued interest, outstanding and unpaid, and payment of these notes was secured by the following collateral securities deposited with, and held by, the
Trust Company:

Two

Bonds of the Sunbury Lumber Company, of the
par value of
. ·
$
Bonds of the Piedmont Power and Light Company,
of the par value of
Note of E. I. Bugg, for
Accommodation note of Granite Hall Farms Cor-·
poration, for
Total par value

35,000.00
35,000.00
10,000.00
40,000.00-,

$120,000.00

Paschall was indebted to the defendant, A. 0. Swink, in the
sum of $9,985.00, and the defendant, Thomas Gresham,
claimed that Paschall was indebted to him in a considerable
sum as a result of numerous transactions had between them
as associates in various corporate enterprise-s.
The Sunbury Lumber Company bonds, the Piedmont Power
and Light Company bonds and the note of E. I. Bugg were
owned by Paschall. Florence Paschall was the chief stockholder of the Granite Hall Farms Corporation, the owner of
the land conveyed in the deed of trust, and upon which she
and her husband, J. R. Paschall, resided.
It was obvious that the value of the securities was far in
excess of the amount of Pascha.Il 's notes and of interest on
the bonds of the Granite Ha.ll.Farms Corporation which were
guaranteed by him; and no one believed it would be necessary to use the $40,000.00 accommodation note to satisfv his
indebtedness to the Trust Company.
.
·
Paschall was anxious to transfer to the ~efendants, Swink

•
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and Gresham, the surplus to be realized from the Sunbury
bonds, the Piedmont bonds and the Bugg note, to be applied
as credits on his indebtedness to them. Swink and Gresham
were informed that these securities 'vere held by the Virginia
Trust Company. Negotiations were entered into during the
months of July and August, 1923, for the purpose of transferring the securities to S'vink and Gresham upon their paying to the Trust Company the amount owing by Paschall.
The plan first suggested was that Paschall should give them
an assignment of the securities-that is, of the Sunbury and
Piedmont bonds and the Bugg note. Upon more mature consideration Swink and Gresham concluded that an assignment
by Paschall might constitute an act of bankruptcy and be
avoided if bankruptcy proceedings should be instituted.
Thereupon it was agreed that the Trust Company should make
a formal sale at public auction; that Swink and Gresham
should buy the securities, including the accommodation note
of the Granite Hall Farms Corporation; that they should reimburse themselves out of the funds to· be realized by them
on the Sunbury and Piedmont bonds and the Bugg note, for
the amount to be paid by them to the Trust Company in settle-·
ment of Paschall's indebtedness; that they should apply the
balance of those funds as credits on Paschall's indebtedness;
and that, having been fully reimbursed and received the surplus as na.yments to them, they would surrender the note
of the Granite Hall Farms Corporation for cancellation.
Paschall was ~arantor of the first mortgafo!e bonds amounting to $60,000.00 of the Granite Hall Farms Corporation, and
the Virginia Trust Company was entitled to apply or hold
the surplus arising- from its securities to make good his guaranty of those bonds. As an inducement to the Trust Company
to nel"mit them to acquire the securities on these terms, Swink
and Gresham agreed to bid enough for the land, if it became
·necessary to foreclose the deed of trust, to satisfy the Trust
. Company so far as the first mortgage bonds 'vere concerned.
Pursuant to this agreement the securities 'vere formally
offered for sale at public auction on August _21, 1923. The
Trust Company made a formal bid of the amount of Paschall's indebtedness, and Swink and Gresham, through their
agent, Edgar Allen, made a bid of a few dollars more and
became the purchasers.
The Virginia Trust Company was fully apprised of this
agreement. In fact, we shall endeavor to show that the president of the company originated the -plan, participated in the
ne~otia tions and furnished to Swink and Gresham detailed
·
information with respect to the securities.·

4
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The land of the Granite Hall Farms 'Corporation conveyed
in the deed of trust was more than sufficient in value to secure
the corporation's bonds. Swink and Gresham realized from
the Sunbury and Piedmont bonds and the Bugg note, a profit
of $7,200.00 in excess of the amount they paid to the Trust
Company in satisfaction of Paschall's incfehtedness, which,
under the agreement should have been applied as credits on
Paschall's indebtedness to them.
On September 10, 1926, the defendant, W. H. Dameron,
arranged to pay to the Virginia Trust Company the bonds of
t~e Granite Hall Farms Corporation secured by the deed of
trust and then remaining unpaid. By this arrangement, he
or Mrs. Paschall, paid $27,447.39, and he made his note for
the balance of $40,000.00, payable on January 10, 1927. This
note was_ paid at maturity and the bonds of the corporation
were delivered to him by the Trust Company.
On the payment of this note the Granite Hall Farms Corporation's indebtedness to the Trust Company was fully discharged. The Trust· Company knowing that, under the agree. ment with Swink and Gresham, the note made for Paschall's
accommodation should be surrendered for cancellation and
that neither it nor Swink and Gresham had any legal or
equitable. claim to any lien· created by the deed of trust, and
that Dameron, as the holder of the first mortgage bonds,
was the only person having any interest under the deed of
trust, delivered the deed to him and offered to resign the trusteeship.
While· the bonds of the Granite Hall Farms Corporation
were paid off by the defendant, W. H. Dameron, the payment
was made by him for the Securities Holding Corporation,
which became the holder of the bonds subject to a loan made
to it by Dameron.
Since by virtue of the agreement under which Swink and
Gresham became the purchasers of the .securities the note of.
the Granite Hall Farms Corporation for $40,000.00 should
have been surrendered for cancellation and was regarded
by all the other defendants as constituting no longer a lien
on the land the Granite Hall Farms Corporation and Paschall, with the consent of Dameron and the Securities Holding Corporation, entered into a contract with R. A. Harris
for the cutting of a part of the timber standing on the land
for the purpose of making repairs to buildings and to raise
funds with which to pay interest on the bonds held by Dameron and the Securities Holding Corporation, the only persons having any subsisting interests under the deed of trust.
Payment by Dameron to the Virginia Trust Company of the
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amount owing on the bonds of the Granite Hall Farms Corpo·ration released Swink and Gresham from liability on their
agreement to make the land, in the event of a foreclosui"e,
bring enough to satisfy the Trust Company.
Being thus relieved of that obligation they proceeded on
January 25, 1927, to procure this suit to be instituted in the
name of the Virginia Trust Company as trustee against theruselves as defendants along 'vith your petitioners, W. H. Dameron and the Securities Holding Corporation, to foreclose the
deed of trust for their benefit as holders of the accommo
dation note for $40,000.00.
The Trust Company is merely a nominal plaintiff. This
is in fact a suit brought a.t the instance of Swink and Gresham
to give them the benefit of the name and standing of the
Trust Company, a~d to enable them as co-defendants to assert
claims that are too unconscionable to be asserted by a plOJintiff in a court of equity.
At the time of the sale of the securities on August 21, 1923,
Paschall owed the Trust C{)mpany $37,173.82, including interest on the bonds of the Granite Hall Farms Corporation
and the cost of advertisement and sale. The bid made by
the Trust Company was approximately the amount of this
indebtedness. The Trust Company made this bid merely as
a matter of form. It knew that Swink and Gresham would
become the purchasers in accordance with the agTeement we
have stated. They bid $.37,200.00, and the securities were
knocked down to them. (R. 579.) They realized ·from the
Sunbury and Piedmont bonds and the Bugg note approximately $44,000.00, making a profit of $7,200.00, which under
the agreement should have been credited on the debts Paschall
owed them.
As a result of the proceedings here complained of they
have been allowed to retain all the profits, and to recover
as holders of the accommodation note for $40,000.00 the sum
of $20,0.37.43 (that lleing: the surplus of the proceeds of the
· land of the Granite Hall Farms Corporation sold under the
deed of trust after sa.tisfying the first mortgage bonds and
the costs of the suit) $1,750.00, alleged to be damage to the
freehold for the cutting by Paschall of certain timber from
the land. in excess of the price fixed a.s the stumpage value
of the timber. the purchase price of 900,000 feet of timber,
'vhich the evidence sho,vs is in excess of the quantity actually
cnt. and a. decree against Paschall and the Granite Hall Farms
Corporation for $30.581.38, balance on the accommodation
note, without g-iving Paschall any credit on his indebtedness
to Swink and Gresham. (R. 631, et seq.)
4
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The decree further provides (R. 635) that "the defendants?
Thomas Gresham and Angus 0. Swink, shall hereafter have
and recover of the defendants, J. R. Paschall and Granite
Hall Farms Corporation, such sums as shall hereafter be
decreeq to be reasonable compensation to said counsel for the
plaintiff for their services in the institution and prosecution
of this suit." (Italics supplied.)
THE PROCEEDINGS.
The original bill was :filed at rules on the third Monday in
February, 1927. (R. 1, et seq.) On the fourth page of the
bill will be found this averment: ''Being without the original
of said deed of trust and without any certified copy thereof,
your orator has filed as Exhibit A ·herewith an uncertified
copy of said deed of trust'', etc. The reason the Trust Company ·was "without the original of said deed of trust" was
that it knew that, under the agreement behveeu ;Paschall on
the one hand and Swink and Gresham on the other, the note
for $40,000.00 should be surrendered for cancellation, and
the first mortgage bonds of the Granite Hall Farms Corporation having been paid by W. H. Dameron on ,Jauuary 10.,
1927, it had delivered the deed of trust to Dameron as the
only person having any further interest and had offered to
resign the trusteeship.
That the suit was instituted at. the instance of Swink and
Gresham appears from exhibits B and C filed 'yith the bill.
( R. 42-3-4.)

_

On January 27, 1927, a temporary injunction was awarded
enjoining the Granite Hall Farms Corporation from cutting
timber on the land mentioned in the deed of trust and appointing a receiver of the timber ''whether manufactured
into lumber or note" (R. 45-6).
Two reports were filed by the receiver sho,ving the estimated quantity of timber cut and sawed (R. 49-52).
On March 2, 1927, a decree was entered fixing by agreement
of the parties the value of the timber cut and to be cut at
$4.00 per thousand feet (R. 56).
On February 26, 1927, the defendants, W. H. Dameron, J.
R. Paschall, Granite Hall Farms Corporation. Florence P.
Paschall and Securities Holding Corporation filed· their answers. (R. 60-82.)
By their answers these defendants deny that Swink and
Gresl1am have any equitable right to enforce the lien securing
the note for $40,000.00, on the ground that by virtue of the
agreement the note was extinguished and should be sur-
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rendere·d for cancellation. In the ·answer of the Granite Hall
Farms Corporation, which is adopted by the other defendants represented by us, the agreement is thus stated (R. 71,
et seq.}:
.
· .
''Further answering the said bill of· complaint, this respondent says that its note for $40,000.00 secured as a second
lien by the deed of trust executed as aforesaid by this respondent to the plaintiff as trustee on .May 1, 1920, was executed as an accommodation to the defendant, J. R. Paschall.
a.nd this respondent received no consideration therefor and·
that the said defendants, Thomas Gresham and Angus 0.
Swink, as this respondent is informed, believes and, therefore, alleges, obtained possession of its said note for $40,000.00 under the following circumstances:
The said J. R. Paschall was indebted to the plaintiff, the
Virginia Trust Company, in the sum of $30,000.00, evidenced
by two notes of $15,000.00 each, maturing respectively on May .
1, 1923. and I\{ay 1, 1924, and that the said J. R. Paschall had
pledged ·with the plaintiff as collateral for the payment of
said notes the following securities:
.
Bonds of the Sunbury Lumber Company of the par
value of
.
·
$35,000.00
Bonds of Piedmont Power and Light Company of
the par value of
35,000.00
10,000.00
A note of E. I. Bugg, of the par value of
The note aforesaid of this respondent, for
40,000.00
The said note of $40.000.00 so. executed by this respondent
was, as hereinbefore alleged, made by it for the accommodation of the said J. R. Paschall, who was then indebted to· the
said plaintiff in a sum greatly in excess of $30,000.00, for
which the plaintiff held also other securities; and :which total
indebtedness of the said J. R. Paschall to the plaintiff befor.~
the time at which the said defendants, Thomas Gresham and
Angus 0. Swink. came into possession of this respondent's
note for $40,000.00, had been reduced by payments and apnlication of proceeds of other securities to the sum of $30,000.00, evidenced by his two notes aforesaid.
This respondent is informed, believes and therefore alleges
that on and before the 21st day of August, 1923', the said J. R.
Paschall had extensive business dealin,g;s and relations with
the said Thomas Gresham and Angus 0. Swink; and during
· the month of ,June, July and August, 1923, the said J. R.
Paschall entered into negotiations with the said Thomas

8
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·Gresham and .Angus 0. Swink for the retirement of his notes
aforesaid aggregating $30,000.00, held by the plaintiff, and as
a result of said negotiations it was agreed that the collateral
securities then held by the plaintiff, to-wit, the bonds of the
Sunbury Lumber Company, the bonds of the Piedmont Power
and Light Company, the note of E. I. Bugg and the note of
this respondent for $40,000.00 aforesaid should be sold publicly at the office of Davenport and Company, at the city of
Richmond, and that said Thomas Gresham and Angus 0.
. Swink would become the purchasers of said secu1ities, but
subject to the further stipulation and agreement that said
Thomas Gresham and Angus 0. Swink should surrender for
cancellation this respondent's note aforesaid for $40,000.00
as soon as they should realize from the other securities, towit, the oonds of the Sunbury Lumber Company, the bonds
of the Piedmont Light and Power Company and the note of
E. I. Bugg, an amount sufficient to reimburse them for the
sums to be paid by them on account of the two notes of said
J. R. Paschall with interest and interest on the first mortgage bonds of this respondent then held by the plaintiff, and
which the plaintiff required to be paid as a condition to its
agreeing that said securities might be so purchased by said
Thomas Gresham and Angus 0. Swink.
This respondent is informed, believes and, therefore, alleges, that said J. R. Paschall would not have entered into
said agreement 'vith said Thomas Gresham and Angus 0.
Swink unless it had been made an express condition of said
agreement that the note of this respondent for $40,000.00
aforesaid, should be surrendered for cancellation upon the
terms aforesaid."
This respondent alleges that the said Thomas Gresham and
_Angus 0. Swink at the time of purchasing said bonds: and the
note of said E. I. Bugg, regarded them as having, and said
securities in fact had, a value far in excess of the notes of
said J. R. Paschall with which they were pledged, and the interest on said notes and the interest on the bonds aforesaid
of this respondent, and in order to procure the consent of
said plaintiff to the sale by which they might become the
purchasers they further agreed with the plaintiff to guarantee
that upon a foreclosure of the deed of trust aforesaid to·
satisfy the outstanding first mortgage bonds then held by
the plaintiff they would cause said land to bring at a sale
thereof at least $55,000.00, and obligated themselves, in the
event of a sale of the land, to pay to the plaintiff at least
$15,000.00 of said sum of $55,000.00, to be applied as a paym~nt on said bonds, the plaintiff being willing to carry the

-~

Granite Hall

Far~s

Corp., et als., v. Va. Trust Co. Tr.

9

said land at a valuation of $40,000.00 as security for said
bonds.
This respondent further alleges that upon the full payment
by the Securities Holding Corporation on January 10, 1927,
to the plaintiff of the full amount of the bonds of this respondent held by the plaintiff, the said Thomas Gresham and
Angus 0. Swink became released from further liability on said
guaranty, and .not until after that date did they ever assert
any liability on the part of this respondent or the said J. R.
Paschall on account of said note of this respondent for
$40,000.00.
This respondent further alleges that said Thomas Gresham
and Angus 0. Swink have realized from the bonds of the Sunbury Lumber Company and of the Piedmont Power and Light
Company more than enough money to reimburse them for
the amount paid by them in settlement of the notes of J. R.
Paschall and interest thereon and interest on the bonds of
this respondent accrued on August 21, 1923, and in accordance with the terms of the agreement aforesaid there is no
further liability against this respondent on its note aforesaid for $40,000.00, and said note constitutes no existing
or subsisting lien on its land and should be surrendered to
this respondent for cancellation.
This respondent further alleges that the plaintiff, in the
month of September, 1926, entered into the negotiations with
the Securities Holding Corporation and said W. H. Dameron,
which were consummated on January 10, 1927, by 'vhich the
Securities Holding Corporation paid the plaintiff for the
bonds and interest coupons of this respondent, and took over
said bonds and coupons as hereinbefore alleged; and said
plaintiff so wei} knew that the said note of this respondent .
for $40,000.00 should be cancelled and no longer constituted
a lien that the plaintiff delivered the original deed of trust
to the'"said W. H. Dameron and agreed to resign the trusteeship created by said deed."
.The Securities Holding Corporation in its answer (R.
among other things, says :

79)~

'' 6. This respondent consented to the cutting of the timber
on the pro-perty on which it holds the first lien, in order that
funds might be secured to pay on the interest due it by the
Farms Corporation and in order that the farm tenements on
the premises might have much needed repairs made to them.''
By the decree of March 2, 1927, the land was ordered to be

,-·--

---
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sold by the trustee and Swink and Gresham became the purchasers at the sum of $84,500.00. (R. 57, 86.)
·
By decree entered on May 2, 1927 (R. 86) this cause was
''referred to one of the Master Commissionets in Chancery
of this court, with direction to ascertain and report to court:
"(1) The unpa[d lien debts upon the property involved in
these proceedings, the amount thereof, their respective order
of priority, and the persons entitled to payment thereof;
(2) The quantity of timber that has been cut from the
said property, the value thereof, the amount and disposition
of the proceeds therefrom, and the credits, if any, which
should be made upon the unpaid lien debts on account of the
value of timber so cut or of the damage to the freehold there·
by caused;
(3) A scheme of distribution of the undistributed proceeds
·
from the sale of the said property;
( 4) Any other matters deemed pertinent to this cause as
are .required to be stated by any party·in interest." (R. 89.)
John B. Minor, Esquir, was selected as a 1\faster Commis·
sioner to make the inquiries and report directed by this decree.
Upon the evidence introduced before Commissioner J\finor
your petitioners contended:
·(1) That Swink and Gresham 'vere not holders in d·ue course
of the note for $40,000.00; (a) because they a.cquired it under
the terms of the agreement alleged ; and (b) because, upon
the facts testified to and admitted by thmn, they were not
holders in due course.
(2) That the Virginia Trust Company had only a lien on
the note to the extent that it mi~ht be necessary to pay
Paschall's. indebtedness to the Trust Company, which fact
was known to Swink and Gresham.
(3) That the making of the note was an Ultra vires act and
the note was therefore void.
·
·

.

(4) That the Trust Company, if it sold the note under the
circumstances set forth in the bill and in the answer of Swink
and Gresham, did so ''in breach of faith" and that the Trust
Company was therefore liable to petitioners~

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.

11

In order to present contentions 3 and 4 your petitioner,
Granite Hall Farms Corporation, on December 29, 1927, tendered to the court its cross bill (R. 652, et seq.), but the court
denied petitioner leave to file the cross-bill.
On April 6, 1928, Commissioner Minor :filed his report
(R. 118, et seq.), in which he made the following :findings:
(1) That the defendants, Swink and Gresham, are holders
in due course of the note of the defendant, Granite Hall
Farms Corporation for $40,000.00; (2) That the defendants,
'Swink and Gresham, are entitled to recover $1,750.00 for
what is called damage to the freehold in excess of the purchase price, resulting from the cutting of timber from the
land covered by the deed of trust; and (3) That the defendant,
Paschall, is. chargeable with tlie purchase price of 900,000
feet -of timber cut from the land.
·
On April 20, 1928, your petitioners filed the following ex'Ceptions to this report (R. 626, et seq.) :
''FIRST EXCEPTION: For that said commissioner reports that the defendants, Angus 0. S'vink and Thomas
Gresham. are the holders in due course of the note for
$40,000.00 of the said defendant, Granite Hall Farms Corporation, in the proceedings mentioned, free from any claim
whatever of said corporation or .of the defendant, J. R.
Paschall, and that said note and accrued interest thereon
is the second lien upon the property involved in these pro'Ceedings.
This :finding of the commissioner is contrary to the law
a.nd evidence and is without evidence to support it, it appearing from the evidence that the said defendants, Angus 0.
Swink and Thomas Gresham, acquired· the said note pursuant
to the express agreement entered into between them and tlie
defendant, J. R. Paschall, acting on his own behalf and on
behalf of the defendants, Florence Paschall and Granite Hall
Farms Corporation, which ar,o-teement is fully set forth in
the answer of the said defendant, Granite Hall Farms Cor-poration, and adopted by. the defendants, ,J. R. Paschall and
Florence Paschall, in that particular as part of their own
answers, and that the said defendants; Angus 0. Swink arid
.Thomas Gresham, are not holders in due course of the said
notes, but, on the contrary, tha.t the said defendants, Angus
0. Swink and Thomas Gresham hold said note subject to
the terms of said agreement, and upon the facts proved in
evidence there is no liability upon the defendant, Granite
Hall }!,arms Corporation, as the maker, or the defendant,
.J. R. Paschall, as the guarantor thereof,. for the payment

12
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of said note, and that said note does not constitute a subsisting lien on the property involved in these proceedings,
but should be required to be surrendered hy the said defendants, Angus 0. Swink and Thomas. Gresham, for cancellation ..
SECOND EXCEPTION: For that said commissioner reports that 900,000 feet of timber were cut by the said de;..
fendant~ J. R. Paschall, from the land mentioned in these
proceedings.
This finding of the commissioner is contrary to the law and
the evidence and is in conflict with testimony introduced not
only by these exceptants but also of that of .the witness,.
Harris, introduced by tl1e defendants, Angus 0. Swink and
Thomas Gresham, the ·witnesses so introduced being the only
ones having. any actual knowledge of the subject, and the
'testimony of those upon which the commissioner based this
finding being merely a matter of estimate and conjecture.
THIRD EXCEPTION: For that said commissioner re;..
ports that $1,750.00 constitute the consequential damages
to the freehold by reason of the cutting of said timber.
.
.
.
There· is no basis either in law or fact for this finding of
the commissioner, and there is no intimation in the consent
decree of March 3, 1927, entered herein either by the court
or any party to this cause that snell a claim could or would
be asserted. ''
On July 30, 1928, your petitioners filed a further exception,
on the p:round, which had been presented and argued orally
and in the brief filed in the court below, ''that the questions
in this case, arising as they do between co-defendants, cannot properly be litigated in this suit~ertainly unless proper
pleadings b·e filed in the nature of cross-bills by the defendants, Swink and Gresham.'' (R. 61.2.)
On August 13, 1928, the court entered a decree overruling
the exceptions to the report of Commissioner ~finor, confirming" the report, adjudicating the principles of the cause, requiring money to be paid and the title and possession of
pro1;>erty to be changed. (R. 631, et seq.)
By this decree, notwithstanding the purpose of Paschall in
the negotiations with Swink and Gresham was to give them
the benefit of the surplus value of his own securities, the
Sunbury and Piedmont bonds and the Bugg note, after satis-

1
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fying his indebtedness to the Trust Company, to be applied as
credits on his· indebtedness to them, it was adjudged that
Swink and Gresham should retain all the profits realized from
these securities, should recover $20,037.43, the proceeds of
the sale of the land after payment of the first mortgage bonds,
$30,581.38, balance on the note for $40,000.00, $1, 750.00, alleged ''damage to the freehold'', in excess of the price agreed
upon as the stumpage value of the timber cut, the price of
900,000 feet of timber, which is in excess of the quantity cut,
and costs of the suit including attorney's fees to plaintiff's
counsel to be fixed in the future; and the decree leaves Paschall still indebted to Swink and Gresham in the amount of
their respective claims.
ASSIGNMENTS OF ERROR.
Petitioners are advised that the decrees complained of are
erroneous and assign the following errors therein: ·
1. The court erred in rendering the decree of August 13,
1928. (R. 631, et seq.), the errors in said decree being specifie.ally assigned as follows :

(a) In overruling petitioners exceptions to the report of
Commissioner -Minor filed on April 6, 1928.
(b) In confirming said report of Commissioner Minor.
(c) In holding that Swing and Gresham are holders in d1~;e
course of the note of the Granite Hall Farms Corporation
for $40,000.00.
(d) In adjudging that the sum of $20,037.43, or any part
thereof. arising from the sale of the land under the deed of
trust aforesaid be paid to said Swink and Gresham.
(e) In adjudging that said Swink and Gresham recover of
petitioners, Granite Hall Farms Corporation and J. R. Paschall, the sum of $30.581.38 aforesaid, or any pari thereof,
on account of said note for $40,000.00.
(f) In adjudging that said Swink and Greshmn recover
the said sum of $1,750.00, or any part thereof, as damage
to the freehold in excess of the purchase price of the timber
fixed by agreement of the parties.

,.------
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(g) In adjudging that said Swink and Gresham were entitled to recover the purchase price of 900,000 feet of timber,
that b~ing more th~n the quantity of timber eut.
(h) In holding that said Swink and Gresham, by virtue of
their acquisition of the note for $40,000.00 had any subsisting
right or interest entitling them to enforce the liens created,
in the first instance, by the deed of trust executed as aforesaid by the Granite Hall Farms Corporation on May 1, 1920.
(i) In awarding to said Swink and Gresham any relief
· prayed for in either the original bill of the plaintiff or in any
answer or other pleadings :filed by them.
(j) In refusing to dismiss the bill upon the ground that
neither the plaintiff nor Swink and Gresham had any equitable
right, title or interest in the land of the Granite Hall Farms
Corporation at the time of the institution of this suit.
(k) In holding that the making of the said accommodation
note for $40,000.00 \Vas not an 'ultra vi·res act and void.
(l) tn holding that s,vink and Gresham, as co-defendants
of petitioners could litigate the questions involved, and seek
the relief awarded, in this suit without putting themselve~
in the relation of plaintiffs, quoa-d petitioners, either in the
original bill or in cross-bill filed by them.
(m) In awarding costs and attorneys' fees to Swink and
Gresham.
2. The court erred in refusing, by the ·decree of December
29,1929, to allow petitioner, Granite Hall Farms Corporation,
to file its cross-bill and in refusing to award to said petitioner
the relief prayed in said cross-bill.
.
ARGUMENT.

The opinion of the trial court will be found on pages 645-7
of the record. With deference, we submit that the opinion
does not meet the questions involved in this case. These
questions cannot be disposed of by a mere state!l}.ent of the
rule with respect to the weight to be attached to the report
of a commissioner in chancery.
The material findings of fact by tl~e commissioner are· in
direct contradiction of the testimony he cites. His conclusions of law are demonstrably erroneous ..
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The most recent statement of principles applicable to reports of commissioners is to be found in H itt v. Smallwood,
147 Va. 778, and reiterated in Sterli1~g v. Trust Co.~ 149 Va.
867. They are as follows :
''The report of the commissioner in chancery does not bind
the court like the verdict of the jury. While the court possesses the absolute power of review, it is the practice to accept the report as prin~01 facie correct and to adopt it, unless
there is dissatisfaction with the report expressed in the form
·of exceptions: When this is done, it is both the province and
duty of the court to examine the evidence and review the
conclusions of its commissioner, provided the. evidence on
which his conclusions are based is returned with his report,
or the proper steps are taken to put it before the court.
"In suits in equity the chancellor is judge of both the law
and facts, and is presumed to be more competent to pass
upon the evidence and draw correct conc~usions from it than
the commissioner.
''"There the testimony is conflicting the report of a commissioner iu chancery who has seen or examined the witnesses will not be disturbed, where the commissioner's conelusions are supported by unimpeached witnesses, unless the
weight of the. testimony contrary to the com~issioner 's conelusions makes it clear that the commissioner has erred.''
With respect to the note for $40,000.00, our. contentions are:
1. That the evidence justifies no other conclusion than that
the note was acquired by Swink and Gresham pursuant to
the agreement alleged in the answers, which has been set
forth at length.
2. That, upon the evidence about which there is no conflictindeed, upon the testimony of Swink and Gresham themselves-.it is impossible for them to be holders of the note
in due course.
We shall discuss these. propositions in the order stated,
and in doing· so shall call attention to the palpable errors of
j(J}Ct and law which appear in the report of the Commissioner:
· That the note 'vas acquired by Swink and Gresham pursuant to the express agreement is the only inference that can
properly be drawn from the evidence. The note was made
~olely for Paschall's accommodation.
The Granite Hall
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Farms Corporation received no consideration for it. On this
point Paschall testified:
"The $40,000.00 note was accommodation endorsement.'"
(R., p. 272. )·

"Q. Why was it executedf
A. As an accommodation to me. (R. 287.}
Q. Yon said just now that the $40,000.00 note was a mere
accommodation note Y
A. Aboslutely nothing else.'' (R. 290.)
The testimony of Mr. W. H. Jackson, President of the Vir:..
ginia Trust Company, called as a witness for Swink and
Gresham, is :

'' Q. You were asked on direct examination if any part of ·
the proceeds of the $40.000.00 note went to the corporation
itself, the Granite Hall Farms Corporation. I understand the
note was not discounted f
A. No. .
Q. The Granite Hall Forms Corporation got nothing itself
from this note of $40,000.00 Y
A. No.
Q. It was required as additional security for Paschall's indebtedness to the Virginia Trust Company f
A. Yes, sir.
Q. It was, therefore, so far as the corporation is concerned,
accommodation paper f
A. I did not consider it accommodation paper. I considered it a bona fide obligation to secure his indebtedness
to us.
Q. So far as Pascha.II 's indebtedness to yon, you had the
right to call that note, if necessaryf
A. Yes, sir.
Q. But it was made by the corporation for Paschall's accommodation and credit, to strengthen his credit at your
bank?
A. Yes, sir." (R. 393.)
When the deed of trust was executed on May 1, 1920, Paschall's personal indebtedness to the Virginia Trust Company
was $60,000.00, evidenced by four notes for $15,000.00 each.
Two of those notes had been paid off before the sale of the
collateral securities on August 21, 1923. That the note of the
Granite Hall Farms Corporation for $40.000.00 was made
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Paschall's accommodation appears also from the
of Mr. Thomas C. Gordon, attorney for the Trust
called as a witness for the defendants, Swink and
Mr. Gordon testified:

"That note, along with other securities, was taken as collateral for four notes of $15,000.00 each executed by Mr.
J. R. Paschall." (R. 154.)
And again:
''This $40,000.00 note was· among the collateral held. by
the Virginia Trust Company for four notes of $15,000.00 each,
executed by 1\ir. J. R. Paschall and dated 1\iay 1, 1920. The
note with which this collateral was deposited was discounted
and the proceeds paid to Mr. Paschall." (R. 165-6.)
The securities pledged for the payment of Paschall's notes,
na_mely, the Sunbury Lumber Company bonds, of the par
value of "$35,000.00, the Piedmont Power and Light Company
bonds, of the par value of $35,000.00, the Bugg note for
$10,000.00, and the Granite Hall Farms Corporation note for
$40,000.00 'vere regarded by Paschall as having a value of
at least $100,000.00 under fair market conditions.
On this subject lVIr. Jackson testified:
'' Q. You cannot give us an estimate in dollars as to what
you think the equity would be in those securities which were
hypothecated for the hYo notes of $15,000.00 each Y
A. No, sir, I cannot. I simply felt safe that the debt was
good.
Q. You felt safe that there was a substantial equity in
excess of the Paschall notes, didn't you Y
A. Yes, I did.
Q. Don't you think Paschall thought so, too Y
A. I do.
Q. Didn't his conversations with you indicate that he
thought so.
A. Yes, sir."

Paschall was also the guarantor of the issue of $60,000.00
of bonds of the Granite Hall Farms Corporation secured by
the first lien created by. the deed of trust, and it is difficult
to believe that the Virginia Trust Company would have permittee} these securities to have been purchased by Swink and
Gresham at a price so inadequate and thereby have deprived
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itself of the security they afforded to make good Paschall's
guaranty of the first mortgage bonds ; or that Paschall would
have consented for them to be so purchased except in accordance with the agreement set out in the answer.
When the securities were sold at public auction on August
21; 1923, the Virginia Trust Company, through }.fr. Jackson,
its president, made a bid of what was considered to be the
amount required to pay Paschall's notes and interest on the
first mortgage bonds then in arrear. Swink and Gresham
through their agent, Mr. Allen, raised that bid by a very small
amount and became the ostensible purchasers of the securities. When they made settlement with the Virginia Trust
Company there was a small balance of about $28.18, for
which the Virg·inia Trust Company sent a check to Paschall.
The proper inference from these facts is that Paschall's
personal liability to the Virginia Trust Company had been
settled in accordance with the agreement alleged in the answer and that some arrangement had been made by which
the Trust Company 'vas satisfied to carry the first J;D.Ortgage
bonds after releasing the collateral securities hypothecated
·with Paschall's personal notes, which, in the absence of the
agreement, it would have been entitled to hold as additional
security for the payment of these bonds. Jackson testified to
the policy of his bank to take all.security it can for its loans,
which, of course, is the policy of all banking institutions. It
was, therefore, unnatural for it to l1ave surrendered these
securities which could have been used to make good Paschall's guaranty of the first mortgage bonds unless there had
been some special agreement satisfactory to the Trust Company. The only explanation of tliis action on the part of the
Trust Company is furnished by the agreement alleged in the
answer; and with respect to Paschall's action in agreeing to
the sale at public auction by which Swink and Gresham were
to get the securities at a price so inadequate, Jackson's testimony is:

"Q. Yon don't think Paschall's action can be explained on
any other hypothesis except that Swink and Gresham were his
representatives?
A. I don't know anything about that.
Q. Yon cannot figure out any other hypothesis?
A. I wouldn't like to say that.'' (R~ 412.)
Neither Jackson nor any other witness has been able to suggest any theory to account for Paschall's action except that
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Swink and Gresham were acting in pursttance of the agreement:
·
Paschall testified:

"I had another offer to take up these securities befo;re
Messrs. Swink and Gresham took them up.
Q. On terms similar to the terms· that they took them up
on?
·
A. Well, I had the money offered.'' (R. 253.)
Paschall's pers_onal indebtedness to the Virginia Trust
Company having been paid off, the ·company had no further
interest in the matter except as holder of $55,000.00 of the
first mortgage bonds, secured by the first lien in the deed of
trust. At long as it held those bonds it retained in its possession the deed of trust of May 1, 1920, by which they were
'Secured.
In September, 1926, as has· been stated, arrangements were
effected by which the defendant, W. H. Dameron became the
purchaser of those bonds and he executed his note payable
on January 10, 1927. · The ·note was ·paid at maturity and
the bonds were turned over to him or to the Securities Holding Corporation. Thereupon the Virginia Trust Comp.any
delivered to him the original deed of trust and offered to
resign the trusteeship. This action on the part of the plaintiff cannot be explained upon any other theory than that it
kne'v of the agreement between Swink and Gresham on the
'One hand and J. R. Paschall ·on the other, namely, that when
thev should be reimbursed by the amount oollected on the note
-of E. I. Bugg for $10,000.00 and by the amounts realized as a
result of their purchase of the Sunbury Lumber Company
bonds and the Piedmont Power and Light Company bonds
for the amounts paid by them to the Virginia Trust Company they should retain, to be applied as credits on Paschall's
indebtedness to them, whatever surplus was derived from
these sources and should surrender the $40,000.00 note for
-cancellation.
· The Trust Company would not have surrendered the deed
of trust and offered to resign the trusteeship unless it knew
that by Virtue of that agreement the $40,000.00 note had
ceased to be a lien and should be surrendered for cancellation.
This action on the part of .the Trust Comp~y is not explained
and cannot be explained except upon the theory that it knew
that Dameron and the Securities Holding Corporation were
the only persons having any further interest under th~ deed
·of trust.
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Coming now to the testimony relating to the agreement as
set out in the answer, 've read with some surprise the fol~
lowing paragraph on page 24 of Mr. Minor's report:
·,'Paschall nowhere testifies to the terms of the alleged
agreement as set forth in said answer, but says repeatedly
(Dep., pp. 119, 122, 156, &c.) (R. 269, 272, 306, &c.) that the
agreement was for the purchase by 8wink and Gresham from
the Virginia Trust ·Company of his two $15,000.00 notes and
the collateral pledged therefor-which is an entirely different
thing from the purchase of the collateral without the notes
for which it was pledged."'
We have read carefully the pages of the depositions ~I)
which the commissioner refers and do not find anything said
by Paschall which justifies the construction placed by the
commissioner upon his language. His testimony on page 119
is:

"Q. Was any arrangement reached between you and Mr..
Gresham?
·
A. Yes.
Q. "'What was it f
A. That these securities would be bought and when the
properties were sold my notes would be paid off and they
were to have the rest of the money.
Q. Was any agreement reached regarding the $30,000.00
($40,000.00) Granite Hall Farms Corporation note?
A. I expressly stated to Mr. Gresham that this was my
home and that this note would have to be returned to me, and
he promised me it would be.''
On page 122 he testified:

. '' Q. I understood you to say that the $40,000.00 note was
held by these gentlemen under an agreement that it would
be used only for a deficiency against the purchase price paid
the Virginia Trust Company for the securities.
A. I ~on't think anybody con~emplated any deficiency. I
don't think there was any deficiency contemplated by anybody.
Q. What was the agreement?
A. The agreement was that they were to hold the notes and
hold the collateral both until these properties were disposed
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of, and then they were to have any equities that I might have
over and above to apply on account of what I owed them.
Q. Did this a.greement apply in any way to the $40,000.00
note?
A. No, sir; the $40,000.00 note was accommodation endorsement.''
On page 156 he says:

"Q. Then your notes at the Virginia Trust Company had
to be paid off out of the securities Y
A.· Yes, when the property was realized on, but he had
the right to trade with Jackson as che.ap as he could. lie
did not surrender a note he had of mine, nor did he pay a
dollar.
Q. At the time that you saw Mr. Gresham had you already
made this agreement with 1\Ir. Swink?
A. Yes.
Q. What agreement had you made with l\·fr. Swink?
A.. Tha.t he had the right to trade with Jackson at the
lowest dollar he could to get the securities away from him.
Q. Buy the securities that Jackson held f
A. Any trade he could make with him was satisfactory to
me.
Q. What was Swink to do with the s~curities, according to
the agreement, after he bought them?
A. He 'vas to hold the securities until I could realize on
these properties.''
There is certainly nothing in this testimony to justify the
conclusion of the commissioner that the terms Df the agreement as testified to by Paschall were that Swink and Gresham
should buy ·his two notes for $15,000.00 each.
Paschall's testimony covers 112 pages (R. 265-354; 526548). It is too voluminous to be reproduced here. We submit when your Honors have read it you will see that Mr.
Minor is mistaken and that the terms of the agreement as
testified to by Paschall are in accord with the terms of
the agreement as set forth in the answer. Paschall did not .
testifv that Swink and Gresham were to buy his notes for
$15,000.00 each ; his testimony is that they were to b'UIJJ the
securities and pay off his notes.
On July 25, 1923, Mr. Jackson wrote Paschall as follows:

22

Supreme Court of Appeals of Virginia.
''July 25th, 1923.

Mr. J. R.- Paschall,
Merry Mount, N. C.
Dea.r Mr~ Paschall:
I heard you were in town the other day, and regret tha.t
.you did not come in to see me, as I had an important matter to go over with you in connection with your indebtedness
here.
The matter about which I wished to see you, J.s that I believe I can get all of your debts paid here. I don't want to
sell them a.t public auction without first notifying you, but it
is necessary that we do something, and I ·would like for you
to come and have an interview with us.
Very truly yours,
President.

HWJ-A."
vvnat is the significance of the words contained in this let..
ter, "I believe I can get all of ymtr debts paid here?'' They
obviously refer to some private arrangement Mr. Jackson had
in mind. He must ha.ve been talking with some one, who in
order to get the benefit of the equities in the securities was
willing to pay Paschall's notes. Swink and Gresham had been
informed that these collateral securities were held bv the
Trust Company. (R. 463), and they wanted the securities because they lmew they had a value in excess of Paschall's indebtedness which they wanted to secure to be applied as
credits on Paschall's indebtedness to them.
Paschall 'Yanted to give them the bmiefit of the equities i11
all the securities owned by him, that is. tl1e Sunbury and
Piedmont bonds and the Bugg note. So, in r<?sponse to Jackson 's letter he went to Richmond and had an inter·dew 'vith
Swink, as a result of which he gave Swink this paper:
"For value received, .I hereby assign to A. 0. Swink all
equity in the E. I. Bugg note after the Va. Trust Co. receives
five thousand dollars and my equity in the $3.000.00 Pied. mont Power & Light Company bonds after the Va. Trust Co.
is paid fifteen thousand dollars, this assignme11t is to secure
my personal note for ninety-nine hundred and eighty-five hun.dred dollars, $9,985.00, payable to A. 0. Swink or order and
interest and the expenses incident to the collection of said
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notes as therein provided. This is subject to the consent of.
Virginia Trust Co.
Given under my hand and seal 31st July, 1923.

J. R. PASCHALL, Seal." (R.. 235.)
This paper was accepted by Swink. It sho,vs that the
purpose of Paschall was to give, and .Swink to accept, subject to the approval of the Trust Company, Paschall's equity
in the Piedmont bonds and the Bugg note to be credited on
Paschall's indebtedness to Swink. This paper evidences the
first agreement reached by Paschall and S·wink. The purpose of this paper is of the same nature as the verbal agreement finally entered into, as testified by Paschall, between
him and Swink and Gresham. They were given the opportunity to buy all the securities at a price sufficient to pay
Paschall's indebtedness to the Trust Company, and to retain all the equities in the securities owned by him, to be
applied as credits on his indebtedness to them, but they were
required to surrender for cancellation the accommodation
note of the Granite Hall Farms Corporation, after they had
been reimbursed out of the other securities for the amount
paid by them, and had gotten the benefit of the equities as
credits on his indebtedness to them.
The reason a private transfer was not made and the sale at
auction under the note held by the Trust Company was agreed
upon, was that a private transfer to Swink and Gresham, in
Paschall's then financial condition, would have been an act
{)f bankruptcy, while a sale by the Trust Company and a purchase at tha.t sale would not have been in violation of the
bankrupt law. On this point Paschall testified:.
''Here is what Swink told me. He said, 'We are afraid of
bankruptcy on your account and that is ·why we want them
sold'. I said, 'Go ahead and have them sold'." (R. 320.)
Swink testified on cross examination as follows:
'' Q. Was there any question of Paschall's insolvency discussed between you and Mr. Gresham, or between you and
Mr. Gresham and the Virginia Trust Co:p1pany?
A. I think Mr. Gresham and I discussed it.
Q. And was it not your conclusion that Paschall being as
you thought insolvent, any transaction w.ith Paschall b~ which
you took over the securities would be an act of bankruptcy
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on his part, unless they were sold ·under the power of sale
vested in the Virginia Trust Company Y
. A. We preferred that they should be sold at public auction,.
naturally.
Q. Why?
A. To prevent any complication if he was thrown into
bankruptcy later.
Q. So you did have bankruptcy in mind?
A. Sure.
Q. And the public sale was resorted to in order to avoid
bankruptcy proceedings~
A. I would not say it was resorted to, nor was it inspired
by }fir. Gresham or me so far as I have knowledge, but was
the act of the Virginia Trust Company. n (R. 579.)
On this point Paschall further testified:

''Q. Why were these securities sold at public auction, if
you knowf
A. Mr. Swink told me on one occasion that the arrangement did not just exactly suit him; that he had been advised
that perhaps on account of my financial conditions the title
might be questioned in case I was thrown into bankruptcy.
I then told him, 'Well now, just any way you want,_you handle
it'. I immediately consented to it. A few days after
that I was here and he sent Mr. Gardner from his office to my
room at the Jefferson Hotel and I g~ve him this assignment
just as he had it prepared.
Q. Did those papers cover the entire agreement bet-ween
you and Swinkf
A. No. He did not put the agreement in it because he said
I might be put in bankruptcy." (R. 272, 305.)
Mr. Jackson, president of the plaintiff company, admitted
that he had a "hazy recollection" of the agreement as testified to by Paschall. His testimony is:
"Q. I heard yon say a while ago that you have a hazy
recollection of hearing that there was some such agreement
between Swink and Gresham on the one hand and Paschall
on the other.
A. I don't want to be misunderstood. I knew nothing whatever of any understanding between Paschall and Gresham
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and Swink prior to the selling of the securities, none whatsoever.
Q. That is perfectly consistent, Mr. Jackson, with our
theory of the case. Now Mr. Jackson, when I speak of your
memory possibly being at fault, I have reference to what
Mr. Paschall says 'vas the agreement entered into between
him and Swink and Gresham by which they became the purchasers of those securities. You admit that by that transaction the Virginia Trust Company passed over to Swink and
Gresham the purchasers, the value of the equities?
A. Yes, sir-not that we passed it over to Gresham and
Swink, but to whoever might be the purchaser at that sale.
Q. And they were the purchasers?
A. Yes, sir.
Q. Hy doing that the Virginia Trust Company gave them
the hP.nP.fit of all the equities which had considerable value Y
A. Yes, sir.
Q. And which the Virginia Trust Company could have gotten if it had become the purchaser itself Y
A. Yes, sir.
Q. And Paschall, by refraining to have anybody there to
1-,id for him, gave them an opportunity to bid on these securities at the very small advance you have mentioned over
the bid of the Virginia Trust Company; that is true?
A. I think so.
Q. Now, Mr.•Jackson, you say you have no recollection of
hearing of any a~reement between Paschall and Swink and
G-resham?
·
.A. I will make it stronger than that.·
Q. One minute. I meant, before they became the purchasers .
.A. I will make it stronger than that. I did not know of
any agreement.
Q. '!,here of course could have been such an agreement without your knowledge Y
Q. Now what did you say on your direct examination about
having a hazy rec-ollection of hearing that th~re was su~h a
contract between Swink and Gresham on the one hand and
Paschall on the other as Paschall has testified toY
A. "\V""hat the recollection was-it may have been after this
snit he~an-l don't know, I really don't know.
Q. Well, the Virginia. Trust Company of which you are
president is the plaintiff in this suit.
A. Yes.
0. And you have been watching the proceedings of the suit
with some interest, have you notY
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A. And I have been willing at all times to tell all parties
all I knew about it.
. Q. I was struck with your expression 'Hazy recollection'.
It does not occur to me that you would have used those
words as applying to the contention made in this case. Don't
you think that that hazy recollection refers to knowledge
that ha.d come to you, or information ,that had come to you,
or. to statements that had been made to you, some time further ba~k than the commencement of this suit?
A. Perhaps so. Let me make this emphatic. statement,
that I know· of no understanding behveen the three parties
prior to t.he sale by our company of the securities.
. Q. But you heard of it some time afterwards T
A. Perhaps so.
Q. Prior to the institution of this suit'
A. I don't know about that, hut I know that I knew nothing of it w·ha.tever before the sale of the securities.
Q. And you may have heard of it after the sale and before
the institution of this snit T
A. Yes, sir.''
The right of our clients to have the note for $40,000.00
surrendered for cancellation does not depend upon whether
,Jackson had knowledge of the agreement before the securities were sold. but upon the question whether such an agreement was entered into. Mr. ,Jackson's testimony is of value
as showing there was such an agreement.
His recollection would not have become "hazy" if his information that there was such an agreement had been .obtained after the institution of this snit. The time was too
short. He admits tha.t he may have had this information before the snit was instituted. The fact that his recollection
had become "hazy", would indicate that he had the information several years.
In his deposition Mr.•Jacskson said: ''I was pretty certain
they (Swink and Gresham) would bid." (R. 463.)
Gresham testified to conversations he had with Jackson.
rrhey seem to ·have talked freely about the· matter. (R. 463.)
IIow could Jackson have been so certain they would. hid unless there had been something said to indicate it Y
In the light of Mr. Jackson's testimony, which we have
quoted. Mr. Minor is obviously mistaken in stating on page
2n of his report that Jackson denies that he ever "heard it
aUe_qed that there was any a_qreem,ent between them (Swink
and Gresham) and Pa.sch-all for the retttn~ of the said $40,~
000.00 no~e un.til the (lffl,Swers were filed in this case". ·

Granite llall Farms Corp., ·et als., v. Va. Trust Co. Tr.

27

The testimony of E. I. Bugg, to which there is no allusion
in the commissioner's report, except that it is returned therewith, is as follows~
'' Q. Were· you present at the time of the sale of the securities of .J. R. Paschall by the Virginia Trust Company, in
which your note for $10,000.00 was included~
A. Yes.
Q. Did you have any conversation 'vith Mr. Thomas Gresham regarding the sale of that note?
A. Yes.
q. Can you state what it was?
A. l\{y first conversation about this matter 'vas with Mr.
Jackson at the Virginia Trust Company. I was notified by
}(:ltter from the trust company that my note for $10,000.00 was
advertised for sale with Mr. Paschall's securities, and I came
to Ri~l1mond to see about it .and to be present at the sale, and
I asked Mr. ,Jackson what I could do about it. He said there
wasn't anything I could do except to pay my note off with intr-re~t; that was the only basis on which he could release it;
l)ut I might see Mr. Gresham·; that he understood that Mr.
Gresham and 1\fr. Swink had· some arrangement with Mr.
Pashchall by which they 'vere going to buy these securities;
~n that is when I 'vent to see 1\fr. Gresham, and I told Mr.
Gresham that I wanted to get my note before the saleif possible; and he said that l1e had no right to sell me the securities because at that time he was not the owner of them: that
any rights to purchase securities at a reduced price would
first have to have the consent of Mr. Paschall. Shall I tell
:about when I went back to Mr. Paschall to get his consent 1

1\{r. Bridgers : Go ahead.
A. (Continued) f called ~{r. Pas~hall up over the phone
from the ·offic.e in the American National Bank. He said it
was all right with him to buy the note at anything I could
get it for,- and that he and I would settle the matter afterwards.
Mr. Gresham asked me ho'v much I could pay for the note.
I told him $5,000.00, and he said that he would sell it to me
for $5,000.00. I don't remember exactly whether Mr. Gresham said he 'vould sell it to· me before the sale or after the
sale: that part of it it is not clear; it has been four or five
·vears ago. I went down to the American National Bank a.nd
got Mr. 1\Iann, who is an officer. of the bank, to give me a
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cashier's check for $5,000 for two checks that I gave him, one
on the Bank of Durham and one on the Bank of Lexington~
:North Carolina, a total of $5,000. I came back to Mr. Gresham's office and told him that I had the $5,000 to pay for the
note; but he said 'I will have to withdraw my offer to sell
you this note and can't tell you what we will take for it until
after the sale'. I said, 'lVIr. Gresham, I thought it 'vas very
clearly understood that you were to sell me this note for
$5,000'. He said, 'That is a matter we can't discuss further
until after the sale': so then I 'vent to the trust department
of the American National J~ank and asked the trust officers
there whom I should get to represent me at the sale. I don't
remember the attorney that I ha.d; he was from Mr. Bryan's
office~ and I had him plead offset inasmuch as my note was
two years old and I had never been notified that this note
was at the Virginia Trust Company; so I had this attorney
· to plead an offset just before the securities were offered for
sale;. but they were put up and sold to Gresham and Swink,
or Mr. Gresham I don't remember which (one or the other),
and ihey told me the hvo of them bought them together. So
immediately a.fter the sale I told Mr. Gresham again that I
was ready to pay for the note on the basis of $5,000.00. He
said they would not sell it to me for that; that they 'vould
sell it to me for $7,500. I told him I was not able to pay that;
that $5,000 was all that I had and all the money I could raise
at that time. I went back to the .Richmond Hotel where I
had a room. I got to thinking about it. I never had had one
of my notes put up and sold (what you might call legally),
or been sued on any obligation I had up to that time, and,
more particularly, in the difficulties I had gone through /with,
I felt like it was no time for my credit to be impaired; so I
called Mr. Gresham up again and told him that I was very
anxious to settle the matter; that, while I could not raise the
$2,500 in cash, I had some Piedmont Power & Light ·company's bonds. I do not recall whether I gave him $2,500
worth of Piedmont Power & Light Company's :bonds with the
$5,000, hut, as I recall it, the market value of the bonds that
I gave Mr. Gresham in addition to the $5,000 made the
the difference of $2,500, which made it $7,500 for the ·note.
So I left the matter a.t that and departed and thought evel vthing was all right, and I didn't hear any more of it until u;
few months ago .
. Q. Do you know whether Mr. tl. R. Paschall was in Richmond at this time or not Y
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A. Yes, he was. I came to Richmond with him. I got on
the train in Henderson coming to Richmond, and I saw him
on the train somewhere between Norlina and LaCrosse, Va.
I don't know w·here he got on (I think he came from Georgia) but I talked to him about this matter then.
.
Q. State in detail your conversation with Mr. Jackson rep:arding t.he purchase of this note.
A. I didu 't have any 'vith Mr. Jackson except just what
I said. I told Mr. Jackson I would like to do something about
it. He said there wasn't anything I could do except pay my
note and pay the interest; that "ras the only basis on which
the bank could turn it over. 'I consider that the best part
of these papers', is what he said, or 'one of the best'. I
didn't have any conversation with Mr. Jackson about it, except that I got a letter from the bank notifying me that my
note was in this paper· that was to be sold, and that the only
'vay I could keep it from being sold was to pay it, plus interest.
Q. Did be give you any reason, or tell you to go to see Mr.
Gresham in regard to it~
A. No.
Q. Did he say whether or not Mr. Gresham was interested
in the matter in any way¥
A. Not that I recall, except that he said that Gresham and
Swink had some a.rrang·ement by which they were going to
purchase these securities.
Q. Did he say whether or not Mr. Paschall kne'v of that arrangementf
A. No. He said he understood that 1\fr. Gresham and Mr.
Swink had an arrangement with Mr. Paschall atbout the securities, as I recall it. I haven't thought a thing about this
whole thing for four year.

-

* •

8

Q. When you refer to Ivir. Jackson in your testimony, do

you mean Mr. Herbert Jackson, president of the Virginia
'rrust Company¥
A. Yes, sir.
.
Q. .1\Jir. Bugg, I understood you to say that Mr. Jackson did
not state to you what the agreement was between Messrs.
Swink and Gresham on the one hand and Mr. Paschall on the
other, but he stated that he understood there was an agreement by which they were to become purchasers of those securities Y
.A. Yos, sir. He told me Mr. Gresham and Mr. Swink were
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going to buy those securities. That is the reason I went to
:rvrr. Gresham.
Q. Were going to do that in pursuance of an arrangement
between them and Mr. Paschall?
.A.. That is my understanding.''
No witness was called to controvert the testimony of Mr.
Bngg. Gresham testified: ''Mr. Bugg was there to look after
his interests, he had a note there." (R; 224.)
It is evident that Bugg got his information regarding Gresham's connection with the matter from Jackson-that he was
told by Jackson before the sale tha.t Paschall had an arrangement with s,vink and Gresham by which they would buy the
securities-that it was on account of this information received from ,Jackson that the witness went to Gresham before the sale. These things could not have occurred unless
there was an agreement entered into between Paschall on the
one hand and Swink and Gresham 01~ the otherfor the purchase by them of the securities and the existence of the agreement was known to J a~kson.
Mr. Jackson, president of the nominal plaintiff in this
cause, had to admit that he had a "hazy" recollection of having heard there was such an agreement behveen the parties ·
as· Paschall testified-a recollection of having had ·knowledg-e of such an agreement, or information that there was
such an agreement before the institution of this suit-knowledge or information that had come to him so long ago that his
recollection had had time to grow "hazy"-knowledge .or information, which on· no rational theory could have come to
him except on the occasion of his interviews, before the sale,
'vith Paschall, Swink and Gresham-knowledge or information, the time of acquiring which is fixed by the undisputed
testimony of Bugg-knowledge or information, the incipiency
of which enabled him to write Paschall on July 25, 1923:
"I believe I can get all of your debts paid here"-knowledge
or information of the existence of the agreement, which furnishes a complete explanation of everything done by Paschall,
Swink and Gresham and himself, and for which, unless there
'vas such an agreement, no rational explanation can be given.
Every fact and circumstance, to which we have already alluded and to which 've shall allude as we proceed, corrobor. ates Paschall's testimony that the securities were acquired by
~nk and Gresham pursuant to the agreement alleged in
the answer, which they are now attempting to violate.
When the indebtedness of the Granite Hall Farms Corpo-
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ration and of .T. R. Paschall was refunded and refinanced on
May 1, 1920, the corporation executed its bonds amounting to
$60.000.00, secnred as the first lien by the deed of trust of
that date, which bonds constituted its only indebtedness to
the Trust Company. Paschall made his four notes for $15,000.90 each, which represented the full amount of his per$Onal indebtedness. He placed as security for his personal
indebtedness the Sunbury and Piedmont bonds and the Bugg
note, which were owned by him, and the corporation's note
for $40,000.00, made by it for his accommodation. This note;
therefore, was accommodation paper. The corporation's previous indebtedness, which obviously was fully secured, constituted no consideration for the making of this new note. The
Trust Company admits it was made for Paschall's accommodation and was taken by it as security for his notes alone. It
was sold as collateral for his notes. If it had been pledged as
secu"rity for any indehtedness of the corporation the Trust
Company would not have allowed it to pass into the hands of
.Swink and Gresham for no adequate consideration, or, in
fact, for no consideration at all.
Commissioner Minor was, theref-ore, not justified in the
1:!0Jiclusion that the refunding of its previous indebtedness
by the corporation affected the character of the $40,000.00
note as accommodation paper.
The agreement as testified to by Paschall represents an
honest effort on his part to give to his creditors the benefit
·of all equities in the securities owned by him personally, to be
·applied as credits on his indebtedness to them. He could not
properly have passed over to them the accommodation note
made by the corporation. Without at this time referring to
the question 'Whether or not the making of the note was an
ult:ra vi·res act, rendering the note void from its inception,
the only legitimate use which Paschall could have made of it
was to use. it as collateral for his personal indebtedness for
which it w·as pledged. He wa.s endeavoring to give to these
creditors the benefit of that which was owned by him, but not
to transfer to them as a negotiable instrument the accommodation note with which he had been entrusted further than
that note might have been used to reimburse them for the
amount paid on account of his indebtedness to the Virginia
"~.'rust Compnay.
.
It is obvious from the paper given by· Paschall to Swink
on July 31, 1923, which we have quoted, that the purpose of
l1oth Paschall and Swink was that Swink should not become
the holder of the Piedmont bonds and the Bugg note for any
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other purpose than that of pa.ying off a part of Paschall's
indebtdness to the. Virginia Trust Company and receiving as
a credit on Paschall's indebtedness to him the v-alue of the.
remaining equity. It is obvious also from Gresham's testimony that in his negotiations with Swink previous to the sale.
of the securities he had the same object in view. (R. 463.)
They must then have been acting in accordance with the
agreement as testified to by PaschalL
B·wihk aud Gresham put in evidence copies of two letters
said to have been written by Swink to P.aschall dated respectively. April 14, and June 22, 1924 (R. 583-4), but "-hich
Paschall teBtified he never received. Referring to the estimony of Swink and Gresham, Commissioner Minor says :
"Their testimony is corroborated by several letters from
Swink to Paschall written more than six months after the
sale in each· of which it is clearly and definitely stated· that
Swink and Gresham had purchased the $40,000.00 Grante
Hall Farms Corporation note and expected it to be paid--4:o
which claim of title Paschall never ·-objected until the institution of this suit.''
We ·do not find in either of these letters any statement
that "they expected it (the note for $40,000.00) to be paid".
'

c

In Leach & Co. v. Leirson, 48 Supreme Court Reporter,
page 57, decided November 21, 1927, in which the Circuit
Court of Appeals, 16 F. (2d) 86, was reversed, the court
·held:
"A man cannot make evidence for himself' by writing a
letter containing the statements he wishes to prove· and sending it to the· party against whom he wishes to prove the facts,
nor can he by so doing impose on such party the duty to deny
the adverse assertion, in absence ·of further circumstances
making an answer requisite or natural.''
''In action on alleged agreement to repurchase bonds, letter written by plaintiff to defendant, reciting tha.t defendant's salesman had made such an agreement, held not admissible as evidence of the agreement, though unanswered by
defendant.''
The note for $40,000.00 became due on May 1, 1925. No
action wa.s taken on it until the latter part of January, 1927,
after Dameron had paid the Trust Company in full for the
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bonds, and 8\vink and Gresham had thereby been released
from what Paschall says was their agreement, in case of a
foreclosure, to make the land bring enough to pay the bonds.
These letters called for no reply from Paschall so far as
the note for $40,000.00 is concerned. Paschall knew Swink
and Gresham had gone through the formality of buying the
note at the auction sale and therefore held it. The letters
referred chiefly to demands made by the Virginia Trust Company on them with reference to principal and interest on the
first mortgage bonds, and "some overdue taxes". The reference to the note is incidental. The letter of April 14, 1924
(R. 42) contains this opening paragraph:
"The Virginia Trust Company is constantly after Mr.
Gresham and I as to what we are going to do about the mortgage they hold on Granite Hall which they allege is $1'8,500.00, now overdue. We are also advised that there are
some overdue taxes and another interest payment becomes
due ~Iay 1. 1924.''
Its concluding sentence is: "He (Mr. Jackson) is after us
constantly.''
Paschall was not in position to pay the bonds of the
Granite Hall Farms Corporation. There was no reply he
c.ould make.
The significant part of this letter is that it declares: ''The
Vir.Qin;ia Tnt.st Con~pany is constantly after Mr. Gresham
antl I as to what tve are go·ing to do about the mortgage they
hold on Gratl·ife Hall," etc.
Why should the Virginia Trust Company, the holder of the
first mortgage, ''be after'' Swink and Gresham, mere holders
of the $40,000.00 note, On what theory could the Virginia
Trust Company, the holder of a first lien, in the absence of
an a.greem.enJ, make any demand on the holder of a second
lien1 And why should it ''be constantly after M.r. Gresham
and I"? The explana.tion of this letter is to be found in the
agreement testified to by Paschall, that in consideration of
the action of the Trust Company in permitting them to purchase the securities at so inadequate a price, Swink and Gresham entered into some agreement with respect to the payment
to the Tru~t Company of the first mortgage bonds.
Paschall ,\ras in Richmond on August 21, 1923, the day on
'vhich the securities 'vere sold and bought by .Swink and Gres- •
ham. They had agreed to ·buy the securities in accordance
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with the terms he stated. In reliance on tha.t agreement he
made no further effort to protect his interest and did not
att~nd the sale in person. He regarded Swink and Gresham
as his repre.sentativ.es.
·
In concluding this part of our argument, we submit:
(a) That Paschall testified to the agreement as stated in
the answer.
(b) That his testimony is corroborated by that of .Bugg.
(c) That it is corroborated by the "hazy recollection" of
Jackson.

(d) That it is corroborated by the letter written by Jacks?n to him on July 25, 1923.
(e) Tha.t it is corroborated by the written· transfer to
Swink dated J"uly 31, 1923.

(f) That it is corroborated by the letters of Swink written
to him on April14 and June 22, 1924, 'vhich ~how that as a
result of their acquisition of the note, the Virginia Trust
Company, as holder of the first lien, .had gotten the right to
he ''constantly after Gresham and I' •.
(g) Tha.t it is corroborated _by the testimony of Jackson
which shows he had talked fully with· Swink and Gresham
before the sale and know they were going to purchase the
securities.

(h) That it'is ~orroborated by the intrinsic facts and Circumstances. The Trust Company would not have allowed
them to buy the securities at so inadequate a price and Paschall would not have consented that they should do so, except
upon the terms of the agreement.
Commissioner Minor does not find unequivocally that there
was no such agreement. He disposes of the matter on an erroneous theory of the law. In his report he makes this statement:
"The only ground on which this contention could be sustained would be that the purchase by Swink and Gresham of
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said securities under said alleged agreement created an implied t:rust under which they would hold said $40,000 Granite
Hall Farms note for the benefit of the Granite Hall Farms
corporation. .. * "" Implied tn1sts must be either resulting or constructive.'' (R. 139, 140.)

.

Upon this theory of the law he concludes that as we have
not shown-what we have not attempted to do-either a resulting or constructive trust, we cam1ot by parol evidence
establish the express agreement on which we rely.
We have asserted no claim in the nature of either a resultinn or a constn~rctive trust. These are forms of what some
\ ~ui-thors call i1nplied trusts, but which Professor Minor designates as indirect trusts. 2 Min. Ins. 214-222.
We rely upon an express agreement entered into between
Swink and Gresham on the one hand and Paschall, acting
for himself and the Granite Hall.Farms Corporation, on the
other. Wha.tever trust is created by express agreement of
the parties is an express trust. Express trusts may be as
numerous and varied as the terms of the contracts by which
they are created and the subject matters .to which they- relate.

J n Y ournp 'v. Holland, 117 Va. 433, the court definitely established the proposition that an express trust, although reJ.a.tin.Q to land, might be proved by parol. There has never
lleen any question that an express trust in personalty :was
provable by parol.
In Berry v. Be1·ry, 119 Va. 9, at page. 12, it is said: "An
express trust in either personal property or land may be
created by parol."
In Ru,ssell v. Passmore, 127 Va. 475, 509, it is

said:"~.

''It is we11 settled that the statute of frauds is not applicable. to an express trust in personalty, although created by
parol.
Rig,qan's Adm'r v. Ri.qgan, 93 Va. 78, 24 S. E. 920; 1 Perry
.on Trust (6th Ed.), section 86; l Lewin on Trusts (1st .A.m.
Ed.), top p. 54; 3 Pomeroy's Eq. Jur., (3:rd Ed.), section
1008; Berry v. Berry's Ex'r, 119 Va. 9, 89 S. E. 242. It was
at one .time open to contention in this State that the statute
of frauds was applicable to an express parol trust in realty;
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but it has been for some settled with us that such statute is
not applicable even to express parol trusts in realty. Young
v. Holland, 117 Va. 433, 84 S. E. 637; Fleetttor v. Hensley~ 121
v. .a. 367, 93 S. E. 582.
As. said in Perry on Trusts, s~t1Jra ( s.ection 86) : 'Personal
chattels are not within the terms of the statute' (of fraud)
'and trusts in personal property may be declared and proved
by parol. * * * It has been so ruled in express decisions in the United States '-citing a great number of. autho,rities. To the same effect is Le,vin on Trusts, S'U/pra (top p.
54), and ) Pomeroy's Eq. Jur., supra (section 1008).t'
Since our claim is based on an express contract no further
comment on the ~ommissioner's discussion of hresulting"
and ''constructive'' trust is necessary.
'fhe making of the $40,000.00 note of the Granite Hall
Farms Corporation was an ultra vires transaction and the
note is void.
Article III of the charter of the corporation quoted by the
commissioner (R. 144) does not ·authorize the making of ac-aomrnodation paper such as this. The charter authorized the
corporation to ''undertake, underwrite, assume or guarantee'' the liabilities of other persons, firms, &c.
"Undertaking, underwriting, a.ssuming and guaranteeing"
aonther 's debts are distinct and separate things from giving
another accontm,odation paper to be put in circulation and to
be bought and sold without regard to the debt or liability
"undertaken, underwritten, assumed or guaranteed." Giving to these words their most extended meaning, as applied
to this case, they only authorize the ''undertaking, underwriting, assumption or guaranteeing" of the payment of
Paschall's debts for u'hich the note was pleclged. It could
not be put on the market as an unconditional negotiable instrument so as to create against the corporation a liability
beyond the liability of the person which it had undertaken,
underwritten, assumed or guaranteed. The 'limit of the use
which could lawfully have been made. of it was as security to
the Virginia Trust Company 'for Paschall's indebtedness to
~t. The language of the charter authorized the creation of
no liability beyond that "undertaken, underwritten, assumed
or guaranteed' '-that is, beyond Paschall's liability to the
Virginia Trust Company. These words have a restricted
meaning and a restricted effect. They do not authorize the
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making of accommodation negotiable instruments which may
·
give rise to a liability not assumed.
Section 5591 of t11e Code cited 1by the commissioner applies
to accommodation paper executed within the scope of the legal
power or authority of the maker, not to negoita.ble instruments issued ~6ltra vires in the name of a. corpora.tion; and
it applies only in favor of a holder for value to the extent
to which, as between the parties, he is entitled to recover on
the instrument.
The commissioner states the further proposition that if
the note was ult'ra vires, the corporation ·and Mr. Paschall,
the stockholder, are estopped because the corporation received the benefit in the refunding of its indebtedness, and
cites News-Register Co. v. Rockinghcvrn, !18 Va. 140, in support of that proposition.
rl"'his holding of the commissioner is based upon no evidence
and is in conflict with the testimony of Gordon, Jackson and
Paschall 'vbich· we have quoted. There is no basis for the
assertion that this note furnised any part of the consideration for refunding the indebtedness of the corporation. On
the contrary, the evidence is that the note was made for Paschall's personal accommodation and that alone. The c_orporation reecived nothing.
There is no similarity between News-Register Co. v. Rockand the instant case. The following extract from the
opinion in National Car. Co. v. L. & N. R. Co., 110 Va. 413,
is more nearly in point:

in,Qhan~

"In Cent1·al Transp. Co. P-ztllrncvn, Co., 139 U. S. 24, 35 L.
Ed. 55, 11 Sup. Ct. 478, the court said: 'A contract of a corporation, which is ultra. vires, in tl1e proper sense, tha.t is to
say, outside the object of its creation as defined in the law
of its organization~ and therefore beyond the powers conferred upon it by the legislature, is no voidable only, but
'vholly void, and of no legal effect. The objection to the contract is, not merely that the corporation ought not to have
made it, but that it would not make it. The contract cannot
he ratified by either party, because it could not have been
authorized by either. No performance on either side can give
the unlawful contract any validity, or be the foundation of
any right of action upon it. When a corporation is acting
within the general scope of the powers conferred upon it by
the legislature, the corporation, as well as persons contracting with it, may be estopped to deny that it has complied
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with the legal formalities which are prerequisites to its exist.:.;
ence or to its action, because when the contract is beyond the
powers conferred upon it ·hy existing laws, neither the corporation, nor the other party to the contract, can be estopped,
by assenting to it, or by acting. upon it, to show: that it was
prohibied by those laws. A contract uJtra vi1·es being unlawful and void, not because it is in itself immoral, but because
the corporation; by the law of its creation, is incapable of
making it, the courts, while refusing to maintain any action
upon the unlawful. contract, have always striven to do justice
between the parties, so far as could be done consistently with
adherence ·to law, by permitting property or money, parted
with on the faith of the unlawful contract, to ·be recovered
bac.k, or compensation to be made for it. In such case, however, the action is not maintained upon the unlawful contract, nor according to its terms.''
Mr. Gordon, in his deposition (R. 154) AAVS: "That note,
along with o.ther securities, was taken as cnHa teral for four
notes of $15',000.00 each executed by Mr. ~. R. Paschall;"
and ag·ain. (R. 155-156) :

"Q. Speaking of the fact tha.t this $40;-000.00'note ·was held
as collateral .QY the Virginia Trust Company, which did not
hold the· s·a~e as the absolute O)YI~er. thereo.f, I think you
failed to:state the amount of .t~e· debt and precis~ly w.hose
debt it wtl.ff for which this $40;000.00 note 'vas. held as cqllateral. At any rate, I will ask you now to state such details as
vou can recall. .
. A. I did _sfate, or shoul<i' h,aye stated, that this $40,0.00.00
note was among the coJlatQral held by the Virg~nif!. 'Prust
Company for four notes of $15,000.00 each executed by Mr.
J. R. Paschall and dated May 1, 1920. 'The not~ witp. ~hich
this collateral was deposited was discounted and the proceeds
paid to 1\tlr. :Paschall.'~
The indebtedness of th.e Granite Hall Farms Corporation
had been reduced to $60,000.00 by sales made befor.e May 1,.
1920.

We

come now to the question whether or not, upon the evidence about which there is no conflict and upon the testimony
of Swink and Gresha;;n themselves, they can be held to be
holders ''-in due course''.
A holder in due course is different from a holder for value.
Section 5614 of the Code thus defines a "holder in due
course'':
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''A holder in dul3 course is a holder who has taken the instrument under .following conditions : - .
1. That it is

~omplete

and regular upon its face

2. That he became the holder of it before it was overdue
a11d without notice tha.t it had been previously dishonored,
if such was the fact
3. That he took it in good faith and for value.
4. That at the time it wa.s negotiated to him he had no
notice of any infirmity in the instrument or defect in the title
of the person negotiating it.''

The Virginia Trust Company -held the note as collateral·
secuirity for Paschall's indebtedness. It had only a lien on
the note. Section 5589 of the Code provides :
"'Where the holder has a lien on the instrument arising
either from contract or by implication of law he is deemed
a holder for valtte to the extent of his lien.' t (Italics supplied.)·
.
In Payne v. Zell, 98 Va. 294, the court construed this section and held:

"A pre-existing debt constitutes value for the· transfer. of
negotiable paper. If the note be made merely as collateral,
the transferee. is a holder for ·value to the extent· of· the
amount due him."
While,. therefore, the Trust Company was a holder for
value to· the extent of its lien it was not a holder in due
tJO'ltrse, in the proper sense· of the latter terin;
The true. relation of the Granite- H~ll Farms Corporation
was that of suret:lrfor:Paschnll's indebtedness to the extent
that his own securities might be insriffident to discharge his
liability. The Trust Compa.n:y was not· the owner of the $40,000.00 note ... It only had ·a lien/-on=the note to the .amount of
any possible deficiency: .in l>aschall's own securities. Payment of Pascha.ll 's notes to the Trust Co~pany would have
discharged the lien· and have left the $40,000.00 note ''a scrap
·of paper without value". Webb v. Pleasants, 144 Va. 516.
Nat. Park Bank v. Koehler, 204 N. Y. 174; 1 Paton's Dig.
38, no-te 234 and cases cited.
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That, as between the Granite Hall Farms Corporation and
the Virginia Trust Company, those were the terms upon
which the note was delivered to and w:as held by the Trust
Company appears from the fact that the note was required
to strengthen the security for Paschall's notes.
Without referring now to anything Paschall has said, it
appears from the testimony of Swink and Gresham that they
were fully advised by ::Mr. tTackson, before the sale, of the
fact that the Trust Company held the securities as collateral
for the payment of Paschall's notes. They knew of the purpose of Paschall as indicated by the paper given Swink on
July 31, t92i3. Having ascertained from officers of the Trust
Company as well as from Paschall that these securities were
held as collateral with his note and of his wish. as indicated
in the paper of July 31, 1923, Swink and Gresham agreed
· that they \Vould act jointly iu carrying out the plan. Mr.
J"ackson evidently furnished them the information they desired, and no doubt he informed them fully. (R. 463.)
r:rhey made all these inquiries and investigations while
considering acquiring the securities by private sale; diseussed the question wh-ether or not, in view of Paschall's
:financial condition, they could safely take over the securities
through ·a private transaction with him and the trust company; an,d reached the conclusion expressed by Gresham in
his depositions (R. 463): "I don't believe I would have
bought from the bank direct unless I had been advised by my
attorney that I had a. legal right to do that.,.,
From their ·inquiries at the bank they must have ascer ..
tained that the note for $40,000.00 had not been discounted;
that the note was simply held as collateral security for Paschall's debt; that six semi-annual periods for payment of interest had passed and no interest was paid, and having ascertained that the $40,000.00 note, the Bugg note and the Sunbury
and Piedmont bonds were held by the Trust Company merely
. as security for Paschall's debts, they are charged with knowl·edge that the Trust Company only had a lien on the securities
for the payment of the amount O\ving to it by Paschall.
On the question whether o1· not Swink and Gresham were
bona fide purchasers of the notes in due course, let us advert
once more to Swink's testimony regarding bankruptcy. In
addition to what we have already quoted~ Swink testified as
follows:

'' Q. In other words, yon and Mr. Gresham considered the
question of bankruptcy, and you and 1\lr. Gresham concluded
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that you w:ould not become the purchasers of these securi·
ties by a. private transaction with the consent of Paschall, but
you 'vanted a public sale to avoid any question of an act of
bankruptcy i
A. I would not say that 've wanted it or welcomed it, but I
would simply say that as the securities were going to be sold
at public auction, it was our best chance to huy them that
way, and thus avoid any complications that might result from
bankruptcy.
Q. Why were you and Mr. Gresham discussing ways of
avoiding any question of bankruptcyf
A.. I think it is a matter of common knowledge that, in
buying securities as we did, it is best to acquire title to them
at public sale, rather than to make any a.rrangement with the
man who owes you money.
Q. It would be safer~
A. It would be safer.
Q. So Paschall "ras right 'vhen he said that was your reason
for wishing a. public sale?
A. I don't know whether he was right. What did he say 7
Q. I think lV[r Paschall said something to that effect. If
he did say it, it true, is it Y
A I preferred to buy them at the public sa.le, yes.
Q. On the ground that you were afraid of bankruptcy proceedings~

A. I think that was one of the reasons that would prompt
us, yes.
.
Q. That not only would prompt you, but did prompt you 1
A. vVell, I will adimt that.
Q. Didn't you, after giving the matter some little consideration, reach the c.onclusion that this assignment of July 31,
J923, appearing on page 85 of the depositions (R. 235) would
be an act of bankruptcy if you acted upon it?
A No, I did not. 'l'o show you how innocent I was about it
and how little thought I gave· to it, having the utmost confidence in Paschall I took the assignment the next morning to
the Virginia Trust Company and filed it with them, on August
lst, 1923.
.
Q. When did your mind act a little more clearly, and when
did it occur to you that there was danger of an act of .bankruptcy?
·
A. After I filed the assignment with the Virginia Trust
Company, and after a conference several days later with Mr.
Gresham, I thought it would be best for me not to act under
that paper, and that if the securities were sold h1ter at public auction we would be interested in becoming bidders.
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Q. That it would be best for you not to ac.t under that paper on account of the bankruptcy law?
A. On account of the bankruptcy law.
Q. Who suggested that?
A. I don't know. I would not say that Mr. Gresham did,
because I ought to be sttfficiently acquainted with such things
to think about it myself 'vhen I first filed the paper.
Q. But you did not 1
A. I did not.
Q. You thought about it laterf
A. I thought about it later.
Q. Who thought about it later,· you or Mr. Gresham?
A. Both of us
Q. Before you bought the securities, both of you thought it
might be an act of bankruptcy Y
A. Yes.''
It· is admitted by Jackson that Paschall consented to the
public sale, and 've submit that the only fair inference from
this fact is that the public sale was resorted to for no other
purpose than to avoid bankruptcy complications, and that is
tl1e significance of Gresham's statement that they would not
have bought ''from the bank direct unless I had been advised
by my attorney that I had a legal right to do that".
Now obviously, on the sho,ving of Swink and Gresham
themselves, the purpose of the sale at auction was to accompliAh under the formality of a public sale, just what had been
first intended to be accomplished by a private sale.
It is plain from the record that Swink and Gresham are
hoth shrewd men, but truth is a difficult thing to evade. By
this testimony they have unconsciously given the strongest
corroboration to Paschall. Bankruptcy would have affected
only a preferential transfer by Paschall to them-a transfer
of the securities to them to be applied in whole or in part
to pre-existing debts owing by him to them. Unless, therefore, as Paschall testified, the purpose of the first negotiations was that they should buy the securities, pay off his in.debtedn'ess to the trust company and retain the value realized
from the equities to be applied as credits on Paschall's preexisting indebtedness to them, there was. nothing to 'vhich the
bnnkruptcy act would have applied, and no reason why, \Vith
Paschall consenting to a private sale, they should have preferred a public one with no written. evidence of the actual
agreement
If there was anything to suggest to them the danger of
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bankruptcy, it was that the private sale was coupled with an
apreen~ent ihat they should receive the equities as credits on
his indebtedness to them. If there 'vas such an agre~ment or
the proposal of such an agreement made ·by Paschall to them
as a condition to their acquiring the securities either by a
private or public sale, Paschall's testimony is true a11.d theirs
is not. Their apprehension and discussion of the effect of
bankruptcy is all a.dmission that such an agreement was made
the condition upon which they were ~o become the holders of
·
the securities.
In the face of these admissions and these indisputable facts
the claim of Swink and Gresham that they are bona fide purchasers in due course of the $40,000.00 note for which they
paid $7,200.00 less than nothing, is a most transparent pretence.
.
That is not all. \Ve have stated that there is no explanation of the fact that the Virginia Trust Company should have
parted with these valuable securities for so inadequate a price
or that Paschall should have consented, except upon the
theory that this was done pursuant to the agreement alleged
in the answer. An explanation was attempted so far as Pas-chall's consent is concerned. It is this:
By 1\{r. Barton (Examining Swink): "Q. *' * *Don't
you think the real reason was not an a.bondenment by Mr.
Paschall, ·but ~Ir. Paschall's inability to raise sufficient funds
to redeem the securities or buy them in at the public sale 1
.A.• I should think that would be the case. Of course I have
110 positive knowledge on that.
.
Q. You knew that Mr. Paschall was very hard up and unable to pay you 7
A. Yes, and he admitted he was unable to pay me."
Is it conceivable that Swink and :Gresham really entertained that view a.nd were willing to take such a ruthless advantage of his condition as these questions and answers imply?
.
They were presented by their counsel to the court below
as friends of Paschall. They regarded· him as helpless and
·were willing to prey upon his helplessness. Their friendship
for him was akin to. that of the vulture for the helpless and
bound Prometheus. Opposing counsel also informed the
court that Swink is a man of great 'vealth and tha.t Gresham,
by a system of ''recoupment'', peculiarly his own, has recovered so much out of the wreckage of the properties in which
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he and Paschall were formerly interested that he is getting
to be a close second to Swink.
Pasch.all 's just cause of complaint is, that when he had extended his own credit too far in his effort to sustain the various enterprises he had undertaken, Gresham and other associates took advantage of the opportunity to sacrifice his interests and promote their own. This record shows there are
reasons for this feeling.
As a further indication of the manner in which Paschall's
interests have been sacrificed by Gresham and his associates,.
see the testimony of Mr. Gignilliat. (R. 359.)
The testimony of Swink and Gresham does not constitute
material from which bona fide purchasers of a negotiable instrument in due course may be constructed.
"\Ve contended before the commissioner and the court below, and repeat the contention here, that at the time the note
was sold on .August 21, 1928, it had been dishonored by the
non-payment of interest, and had therefore lost the quality
of negotiability.
.
We did not contend, as intimated by the commissioner, that
the note had been previously dishonored because it was overdue. As the principal 'vas not payable until ~lay 1, 1925, it
could ont have been overdue so far as the principal is concerned on August 21, 1923. But the interest was payable
seim-annually. Six interest periods had passed and no interest had been paid. What we contend is, that the non-payment ·
of interest fQr so long a time, taken in -connection with other
facts put Swink and Gresham upon notice, and therefore, they
cannbt. claim io be holders in due course.
Whether or not a note is dishonored by failure to pay interest is a question about which the authorities are in conflict
--at least those antedating the Negotiable Instrument Act.
The commissioner cites Moragn ·v. United States, 113 U. S.
476, and 8 Corpus Juris, sec. 695.
In JJ;Jorga;n v. United States, the question involved relat~d
to the negotiability of government bonds, interest on which
was not paid after a. ·can. It is essentially dissimilar to the
instant case. In tha.t case the court stated the following doctrine applicable to government, municipal, and corporation
bonds:
"The fact that interest was to cease to accrue three months
after tbe date· of call, had no tendency to discredit the bonds
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or affect the title of a trade. While it has been held that a
note, the principal of which is payable by instalments, is overdue when the first instalment is overdue and unpaid, and is
thereby subject to all equities between the original parties,
Vinton v. Kin.Q. 4 Allen 562, yet it is said by the Supreme Judicial Court of Massachusetts in National Bank v. Kirby, 108
1\tiass. 497-501. 'We are referred to no case in which it has
been held that failure to pay interest, standing a~one, is to be
reg-arded sufficient in law to throw such discredit upon the
principal security upon which it is due as to subject the holder
to the full extent of the security, to antecedent equities'. 'To
hold otherwise,' said tl1is court in Cromwell v. Sac. Co., 96 U.
S. 51-58 (XXIV 681, 686), ''vould throw discredit upon a large
class of securities issued by municipal and private corporations havin~ years to run, with interest payable annuaUy or
semi-annually.' And the do~trine was re-affirmed in R. Co.
v. 8pra_qu,e, ~OB TJ. 8. 756 (XXVI 554). These were cases
where non-payment of interest was in breach· of the contract
and constituted a default. It is much stronger, in its application here, where the obligation to pay interest ceases because that is the contract, to which the holder of the bond has
consented and to which he submits, because he prefers to hold
a security, although not bearing interest, rather than to surrender it a.t once.''
"\Ve·auote from t1w opinion of the late Chief Justice Clark,
in FidelitJJ Tr. Co. v. TVhitehead (N. C.), 80 S. E. 1065, the
following very accurate statement of the law on the subject:
''As to the a.hstra(~t proposition, f·or such it was in this case,
'where a note is payable in periods before the maturity of the
principal of tl1e note. whether the nonpayment of the instal. ments of interest is notice of dishonor', tbe authorities are
divided. In Newell v. Gre.rHJ, 51 Barb. (N.Y.) 263, it is held:
'Wl1ere n note is payable at a future da.y, with interest payable nnnnally, the payment of interest annually is as much a
part of tl1e a~Teement as a promise to pay the principal. It
is H portion of the debt, and if. when the note is bought by a
third party the interest is past due, the note is then dishonered.' Tiedeman. Com. Paper, sec. 297. There are cases
which hold to the contrary, and in Daniel on Neg. Instr., sec.
787 (Calvert's Ed.), it is said, 'the weight of authority is that
the bona fide purchaser for value, is within the protection of
tl1e law merchant, although interest is overdue and unpaid
at the time of the purchase', the authorities being cited in the
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notes. The notes, however, cite Gttickian v. Newbold, 22 R.
I. 279, 47 .Atl. 543, which held that nonpayment of annual interest was notice of dishonor, though this was explained in a
subsequent case between the same parties (23 R. I. 553, 51
Atl. 210) to apply 'vhere a note had to run for a long time
with no apparent reason for the delay, and there was nonpayment of interest. w·e think, however, that there is.a distinction behveen nonpayment of interest on an ordinary negotiable instrument and nonpayment of coupons upon municipal
and other bonds referred to in many decisions, quoted in the
notes of 2l)aniel, Neg. Instr., section 1506. In. Union Investment Co. v. Wells, in the Supreme Court of Ga.nada,.11 Ann.
Cas. 33, it was held that the nonpayment of interest, payable
at stat.ed periods before the maturity of the principal, was not
notice of dishonor But there 'was a very able dissenting
opinion concurred in by two of the judges. The note to that
caHe is very full, and shows a confliet of authority. To the
same effect is Winter v. Nabs, 19 Idaho 18,112 Pac. 525, Ann.
Cas. 19120, R02.. The very full notes to that case show that
while such is the preponderance of authorities, there are cases
to the contrary, notably Ba.nk v. Brisch, 154 Mo. App. 631,
lH() S. W. 28, and Bank v. Couse, 8 M1sc. Rep. 153, 124 N. Y.
Sup. 79. whi~h follow the do~trine laid down in Newell v.
~rep_q, 51 Barb. (N.Y.) 279, above cited. We do not need,
however, to confine ourselves to either of these hvo lines of
decision, for this case does not depend upon that one circumRtance of the nonpayment of interest. Even if it did, there is
a line of authorities represented by Bank v. Kirby, 108 }lfa:ss.
497, which hol~s that while the nonpayment of interest, falling
due at stated periods before the maturity of the principal of
the note. is not of itself notice of dishonor, it is a circumstance for the consideration of the jury on the issue whether
the plaintiff took it 'in good faith and without notice of dishonor'."
Under section 5614 of the Code the second essential of a
holder in due course is, ".that he bec.ome the holder of it before it was overdue and without not!ce that it had been previously dishonored''.
Does not this language of the statute remove the conflict in
the authorities· and make a total nonpayment of interest for
six interest periods a previous dishonor of the notef No interest was ever paid. After the sale an indorsement that the
interest had been settled to date was placed upon the note
in order apparently to deprive our clients of this defense.
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. No one says interest was in fact paid even at that time. This
entry is admittedly .untrue.
Since, under section 5589 of the Code the Trust Company
had only a lien on the note, its-title was defective. No copy
of the power under which it claims to have acted has been.
put in evidence. It 'vas not the owner of the note and had no
authority to negotiate it unconditionally. If, therefore, it
sold the note as an instrument negotiable for all. purposes
it did so ''in breach of faith'' to say the least.
Under section 5617, "the title of a person who negotiates
an instrument is defective when *
•· he negotiates it
in hreach of faith"; and, under section 5618, a person taking the instrument is charged with notice if "h~ had actual
knowledge of the infirmity or defect or lmowledge of such
facts that his action in taking the instrument amounts to bad
faith".
.
Persons having the knowledge admited by Swink and Gresham and actuated by the motives they have confessed cannot
escape the imputation of "bad faith".
·
Concluding our argument in support of our contention that
Swink and Gresham. on their own sho,ving, are not holders of
the note in due course, we submit:
(a) They knew the note was held by the Trust Company
as collateral security, and, therefore, tha.t the Trust Company was not the owner of the note and only had a lien on
it to secure Paschall's indebtedness.
(b) They knew the Trust Company could not negotiate the
instrument except "in breach. of faith", that is, they knew
iha.t as the Trust Company had only a lien its title was defeciive.

(c) They knew from the paper dated July 31, 1923, that
Paschall was endeavoring to give Swink the value of his
equity in the Piedmont bonds and the Bugg nqte to be cred1ted on the debt he owed SwiJ?.k.
·
(d) They show, from their own discussion of the effect of
bankruptcy proceedings that both Swi;nk and Gresham had
been included in a proposal by Paschall to transfer his se- .
, curities to them so that they might receive the value of his

(
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equities in his securities to be credited on his indebtedness
to them.
(e) They-knew that Paschall had consented to the sale and
to their purchase of the securities, which he would not have
done except to carry out his agTeement with them.
(f) They kne\v the securities had a value greatly in excess
of the notes with which they were pledged, which the Trust
Company would not have released without some consideration
from them and of which Paschall could not be deprived except by an act of ruthless oppression.
(g) They show, by Swink's letters of April 14, and June
22, 1924, that by reason of their acquisition of the note the

Trust. Company was in position to be ''constantly after',
them with respect to the bonds secured by the first lien.
(h) They knew from the paper dated July 31'~ 1923, that
the Piedmont bonds and the Bugg note were Paschall's
property, and they also kne'v that the Sunbury bonds were
his.
(i) They kne'v that the value of those securities was far
in excess of the notes they secured.
(j) They knew that the $40,000.00 note was accommodation
paper, or at least were charged with notice of sufficient facts
to put them upon inquiry.

(k) They are charged with notice that, since the Trust
Company had only a lien to secure Paschall's notes, his own
securities should have been first applied in exoneration of
the note of the Granite Hall Farms Corporation, which occupied the relation of a mere surety.
(1) They knew that the Trust Company would have no occasion to enforce its lien on the accommodation note, since
Paschall's own securities were ample to pay his notes.
(m) They lmew ihe value of the Sunbury and Piedmont
bonds and the Bugg note exceeded the price they paid, and,
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c_9nsequently, that they paid nothing for the $40,000.00 accommodation note.
(n) They declare that, after full inquiry ·at the Trust Company and full discussion of Paschall's proposal to transfer his own securities to them privately, and after knowing
that he consented to the public sale in deference to their
views, they determined to take advantag·e of what they regarded as his financial inability to protect himself, buy the
securities at less than half their value and seek to make a
profit of approximately $6(},000.00 without crediting anything on his indebtedness to them.
( o) They knew no interest had ever been paid on the note·
and that the statement that interest was settled to the day of
sale was put on the note after they had purchased it and is
untrue.
Can _qood faith be extracted from such facts as these and
from such a cold-blooded plan to oppress a 1nan already financially emba.rras·sed ~ It seems to us a court of equity cannot
sanction such a transaction as this.
Since Swink and Gresham ca.nnot be holders in due course
they acquired only such title to the $40,000.00 note as the
Trust Company had, viz: a lien for the security ~f Paschall's
notes paid by them, and inasmuch as they received from his
own securities full reimbursement for the money so paid
and a profit of $7 ,200.00, they have no further interest in
the accommodation note.
Swink and Gresham had actual lmowledge that the accommodation note was held as collateral security for Paschall's
notes which were more than sufficiently secured by his own
colla.terals.
In Peacock v. Philli11s, 247 Ill. 467, 32 L. R. A. (N. S.) 42,
it was held:

''One who, with knowledge of the facts, purchases a note
and mortgage held by a bank as collateral for a note of less
amount executed by one of the makers of the mortgage, a.t a.
sale by it in accordance with the contract, upon default in
payment of its note at maturity, ca.n enforce the collateral
note and mortgage securing it only to the extent of the
amount due on the obligation for which it stood as collateral.''
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In Watkins v. Cottrell, 89 Va.. 801, 19 L. R. A. 754, 37 Am.
St. Rep. 897, it is held that defenses available to any accommodation party are substantially the same as those available to the maker or indorser of an ordinary negotiable instrument.
The second exc.eption to the commissioner's report is to the
finding tha.t s,vink and Gresham are entitled to recoYer of
Paschall $1,750.00 for what is called "damage to the freehold'' in excess of the value of the timber cut by him.
'rhe price of the timber wa.s ftxed at $4.00 per thousand
feet. The timber cut had no sentimental value; its value was
simply a commercial value and nothing else. There can be
.no damage to the freehold from the cutting of such timber
except the value of the timber itself. There is, therefore; no
basis for this finding.
'l,he third exception is to the finding of the commissioner
tl1at 900,000 feet of timber were cut.
'l'here is no evidence which justifies this finding. The witness Harris, called by the defendants Swink and Gresham,
testified that approximately 730,000 feet were cut, and he is
the man ,vho did the cutting. (R. 245.)
The f9urth exception is "that the questions in this case,
arising as they do between ·co-defendants, cannot properly be
litig-ated in this suit-certainly unless proper pleadings be
filed in the nature of cross bills by the defendants Swink and
Gresham''. Ragla;nd v. Brodnax, 69 Va. (29 Gratt.) 401;
4 Va. and W. Va. Enc. Dig. 111.
The second assigmnent. of error is to the action of the
court in refusing, by the decree of December 29, 1927, to allow your petitioner, Granite Hall Farms Corporation, to
file its cross-bill.
If the ·virginia 'rrust Company sold the note as an unconditional negotiable instrument so as to vest in Swink and
Gresham the title of holders ''in due course'', it was guilty of
a negotiation of the instrument ''in lJreach of faith'' and is
liable to petitioner for all damages it has suffered as a result;
and it was error to refuse· to allow the cross-bill to be filed.
CONCLUSION.
For these and other errors apparent on the face of the ree.orcl, your petitioners pray tha.t an appeal pe awarded them,
and that the decrees complained of be reviewed and reversed.
Your petitioners are unable to give a bond in the penalty
required by la.w to suspend the payment of the money or-
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deerd to be paid by the decree of August 13, 1'928. They,
therefore, pray that an appeal be awarded them without the
writ of $U.pm·sedeas..
.
Respectfully submitted,

GRANrriD IIALL FARMS CORPORATION,
.J. 1~. PASCHAL~
FLOREN.CE PASCHALL, Petitioners,
By Counsel.

J. I-I. BRIDHERS,
BUFORD & RAINEY,
Counsel for Petitioners.
I, E. P. Buford, an attorney at law practising in the Supreme Court of Appeals of Virginia, do certify that in my
opinion there is error in the decre.es complained of in the forefoing petition, and that said decrees should be reviewed and
reversed.
Given under my hand this 26th day of January, 1929.
E. P. BUFORD.
Received Feb. 5, 1929.
Appeal allowed.

.T. F. W.

Bond $500.00.
JESSE F. WEST.

Feby. 7, 1929.
l~ec'd

Feh. 9/29..
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H. S. J.

VIRGINIA:
Pleas before the Honorable Beverley T. Crump, ·Judge of
the Law and Equity Court of the City of Richmond, held
for the said City at .the Court room thereof in the City
Hall on the 1st day of Novemb~r, 1928.
.
Be it remembered that her~tofore, to~wit: - At the Rules
held in the Clerk's Office of the said Law and Equity Court
of the City of Richmond on the Third Monday in February,
1927:. Came Virginia Trust Company, a corporation, as trus-
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tee under a deed of trust dated May 1, 1920, from Granite
Hall Farms Corporation, by .Counsel and filed .its Bill of.
Complaint against W. H. Dameron and others, which Bill
of Complaint is in the words and figures following, to-wit:
page 2

r V-irginia :

In the Law and Equity Court of the City of Richmond.
BILL OF COMPLAINT.
Virginia Trust Company, a corporation, as trustee under a
deed of trust dated May 1, 1920, from Granite Hall Farms
Corporation,· Plaintiff,

v.
W. H. Dameron, Thomas Gresham, Angus 0. Swink, Florence

P. Paschall, Granite Hall Farms Corporation, a corporation, Securities Holding Corporation, a corporation, and
J. R. Paschall, Defendants.
To the Honorable Beverley T. Crump, Judge of the La'v
& Equity Court of the City of Richmond:
Your orator, Virginia Trust Company, a corporation, as
trustee, as hereinafter shown, by this its bill of complaint
against W. H. Dameron. Thomas Gresham, Angus 0. Swink,
Florence P. Paschall, Granite Hall Farms Corporation, a
corporation, Securities Holding Corporation, a corporation
and J. R. Paschall, respectfully sets forth the facts hereinafter alleged, and prays for the relief hereinafter specified:
1. Your orator is no'v and has been continuously since a
long prior to May 1, 1920, a corporation created and
organized under the laws of the State of Virginia, with its
principal office in the City of Richmond, with all the powers
enumerated in Section 4148 of the Virginia Code of 1919.
tim~

2. Tl1e defendant, W. H. Dameron, is a resident of the
Town of Warrenton, in tl1e County of Warren, State of North
Carolina. the defendant, Thomas Gresham· is a resident of
the City of Richmond, State of Virginia; the defendant, ·
Angus 0. Swink, is a resident of the City of Richmond, State
of Virginia; the defendant, Granite Hall Farms Corporation,
is a corporation created and organized under the laws of the
State of Virginia prior to May 1, 1920, and its principal office
is located in the City of Richmond; the defendant, Securities
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Holding Corporation is a. corporation created and organized
under the laws of the State of North Carolina and its principal office is located in the Town of Henderson,
page 3 ~ County of Vance, State of North Carolina; the defendants, J. R. Paschall and Florence P. Paschall
and husband and wife, and a_re residents of the Cou~ty of
Mecklenburg, State of ·virginia.
3. The defendant, Granite Hall Farms Corporation, on May
1, 1920, executed a deed of trust to Virginia Trust Company,
your orator, as trustee, which deed of trust is recorded in
the Clerk's Office of the Circuit Court of :1\:lecldenburg County,
Virginia, in Deed of Trust Book No. 17 at page 428, by
'vhich 'vas conveyed certain real estate, with the improvements and buildings then thereon, or that might thereafter
be made or placed thereon, situate in the State of Virginia
and more specifically described in said deed of trust as follows:
''All that certajn tract of land situate in Mecklenburg
County, Virginia, containing 1,600 acres, more or less, with
the improvements thereon and more fully described as fol-lows:
Bounded on the east by the Cannon's Ferry Road, on the
south by the Public Road paralleling the Virginia and North
Carolina State Line, on the west hy the Seaboard Air Line
Railway and Smith's Creek, and on the north by the Roanoke
River.
The above described property is a part of the same property conveyed to· Granite Hall Farms Corporation by J. R.
Paschall, by deed hearing date of September 30, 1912, and
duly recorded in the Clerk's Office of the Circuit Court of
~fecklenburg County, Virginia, in D. B. 75, page 363.''
A copy of said deed of tru~t is :filed herewith as a part
hereof marked Exhibit "A". This deed of trust was ex·ecuted and acknowledged by Granite Hall Farms Corporation
and by your orator, in the ·City of Richmond, State of Virginia, where it was delivered by Granite Hall Farms Corporation to your orator. It 'vas executed to secure the pay:ment of the principal sum of One Hundred Thousand Dollars ($100,000.00) and semi-annual interest thereon; sa.id
debt was evidenced (1) by sixty (60) bonds each payable to
Bearer and for One Thousand ($1,000) Dollars all bearing
even date with the deed of trust and numbered from one
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(1) to sixty (60), of 'vhich Nos. 1 to 5, inclusive, fell due on
May 1, 1921, N-os. 6 to 10~ inclusive, fell due on 1\fay 1, 1922,
Nos. 11 to 15, inclusive, fell .due on 1\Iay 1, 1923, Nos. 16 to
·20, inclusive, fell due on May 1, 1924, and Nos. 21 to 60 fell
.due on May 1, 1925, bearing interest from date at the rate
of 6% per annum payable semi-annually on the first day of
May and November and evidenced by coupons atpage 3 ~ tached to ·each of the bonds for the respective instalments of interest, and (2) by a note payable to
the order of Granite Hall Farms Corporation, of even date
with said deed of trust for Forty Thousand Dollars ($40,000.00) payable five years after date bearing interest from
date at 6% per annum payable semi-annually. Said bonds,
coupons, note and interest on the note were provided to be
payable at the office of our orator in the City of Richmond,
Virginia. The forms of said bonds and of said note are
shown in Exhibit "A", above referred to and on pages 3 to 6
thereof: All of the bonds and the note were authenticated
by a certificate of your orator. The said bonds and coupons,
and the said note were delivered bv Granite Hall Farms
Corporation in the City of Richmond, Virginia, to your orator,
for valuable consideration. When the said note 'vas so delivered it bore an endorsement as follows:
"Granite Hall Farms Corporation
By J. R. Paschall
Pres. & Treas. ''
and it also bore a guaranty by J. R. Paschall as follows:
''Guaranty

I, the undersigned, for value reooived and in consideration of the purchase of this Note by the holders hereon,
guar!lntee the prompt payment of this Note, both principal
and Interest, as and when the same l;>ecomes due, and hereby
agree to remain bound for the payment thereof, notwithstanding any extension of time that may be granted to the
obligor, waiving all notice of protest; and further agree not
to claim any right to be subrogated to the rights of the holder
hereon until all of the Bonds and Coupons referred to in
the within mentioned Deed of Trust have been paid in fulL
Witness the following signature and seal the day and date
in this Note stated.
J. R. PASCHALL.''
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On or about September 25, 1926, your orator sold to the
defendants, Florence P. Paschall and Securities Holding Corporation, the bonds Nos. 6 to 60 in the aggregate amount of
$55,000.00 together with interest coupons accompanying said
lJonds each in the amount of $30.00, numbering 170, of which
45 fell due on the 1st. day of November, 1923, 45 fell due on
the 1st. d-ay of May, 1924, 40 fell due on the 1st. day of November, 1924, and 40 fell due on the 1st. day of ~Iay,
page 4 } 1925. The consideration paid for said bonds and
coupons was $25,69L49 of cash paid by Florence
P. Paschall, and a note of defendant, W. H. Dameron, for
$40,000, secured by all of said bonds and coupons, with the
consent of the purchasers, and $1,755.90 furnished in cash
by one J. H. Bridgers, the President of Securities Holding
Cor-poration, on January 10, 1927, said W. H. Dameron paid
said note and your orator delivered to him all of said bonds
and cou-pons, _at the same time delivering to him the original
deed of trust securing the aame. In the month of August,
1923, your orator sold and transferred and delivered to
Thomas Gresham and Angus 0. Swink the said Forty Thousand .Dollars ($40,000.00) note, upon which no interest had
at that time been paid. Being without the original of said
deed of trust, and without any certified copy thereof your
orator has filed as E.xhibit "A" herewith an uncertified copy
or said deed of trust·which copy does not, ho,vever. show the
signatures thereto nor the signatures of the notaries publie
'vho took the acknowledgments of the officers of the parties ·
to said deed of trust. A certified copy of said deed of trust
will hereafter be filed in the place and stead of this copy. Attention will now be called to the substance of certain material ·
provisions thereof, but your orator prays that the entire deed
·
of trust shall be read as a part hereof.
5. As will be observed by reading Section 1 of Article IV
of said deed of trust the original deed of trust provided that
the defendant Granite Hall Farms Corporation covenanted
that it would duly and punctually pay or cause to be paid
to every holder of any bond or note issued under the deed of
trust and thereby secured the principal thereof and the interest accruing thereon at the date and places and in 'the
manner mentioned in said bond and note. Also, as will be
observed by a reading of Section 2 of said Article, that it
would from time to time pay and discharge all taxes upon
the property conveyed by the deed of trust and would not
do or suffer to be done any matter or thing whereby the lien
or security of the deed of trust would'be imparied. Also, as
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will be observed by reading Section 5 of said Article, that
it would keep the buildings and improvements upon the land ·
conveyed by the deed of trust insured against destruction or
damage by fire in the sum of not less that Thirty-Five Thousand Dollars ($35,000.00) the policies of insurance to be so
drawn as to make the loss, if any, payable to your
page 5 ~ orator and said Granite Hall Farms Corporation as
their interests might appear.
6. By Section 2 of Article V of said deed of trust it was
provided that in case of default in the payment of any principal or interest secured to be paid by the deed of trust,
as and when the name shall become due and payable, and if
·such money should remain unpaid and in arrears for thirty
days after demand then in any such case your orator might,.
and upon the written request of 5% in interest of the holders
of all of said bonds, or of the holder of said note your orator
should, have and exercise the following rights: (A) to enter
upon the land conveyed by the deed of trust and manage and
control the same to be the best advantage of the holders of
the bonds and note secured by the deed of trust and collect
and receive the income and rent and after deducting its expenses and reasonable compensation apply the remaining sum
first to the payment of the interest in default upon the bonds,
and then to the payment of the principal of the bonds, and,
after the payment in full of the interest and principal of the
bonds, apply the residue to the payment of the interest and
principal of said note; and (B) 'vithout entry or possession
to sell the property conveyed by the deed of trust at public
auction after certain advertisement as specified, and on terms
to be as prescribed by your orator; and (C) to protect and
enforse its rightH and the rights of the holders of the bonds
and note secured by the deed of trust by a suit or suits in
equity or at law as the trustee being advised by counsel
learned in the Ia'v should deem most effectual to protect
and enforse any of its rights or duties thereunder. By Section 3 of this Article it was provided that in the event of a
sale either under the power of sale or in judicial proceedings
the whole of the property conveyed by the deed of trust
should be sold in one parcel and as an. entirety or if capable
of division into separate parcels, then as your orator might
deem best. By Section 4 it was provided that in case of any
foreclosure sale the pnrcl1ase money should be applied first to
the payment of the costs and expenses of the sale, and to the
reimbursement of your orator for advances or disbursements
made by it or by the 'holder of the bonds or of the note, to
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the payment of all taxes except such taxes as the sale may
have been made subject to, and to the cost of preparing the
said deed of trust and of the services incident thereto if unpaid; second, to the payment of the whole amount due and
unpaid upon the principal and interest of the outstanding
bonds secured by the deed of trust, with interest upon overdue instalments of interest, th.i-rd, to the payment
page 7 r of the unpaid principal and interest of the said note;
after which it is provided that any surplus remaining that should be paid to Granite Hall Farms Corporation
or its successors or assigns. By Section 5 of this Article Lt
'vas provided that upon a sale the purchaser should be required to pay in cash so much as should be necessary to
cover all payments required by the terms of the deed of
trust to be paid prior to the payment of the principal and
interest of the bonds and note secured thereby, and might
appropriate ·and use toward the payment of the remainder of
the purchase price· 'vith the consent of the respective holders
thereof any of the bonds or coupons issued under the deed
of trust and entitled to participate in the proceeds of such
sale reckoning each bond or coupon so appropriated and
used at such sum as should be payable thereon out of the
net proceeds of the sale.
7. By paragraph Sixth of Section I of Article VII of said
deed of trust it was provided that no holder of any bonds or
coupons or of the (note ~ecured by the said deed of trust
should have the right to institute any suit, action, or legal
proceedings for the appointment of a receiver), the foreclosure of the deed of trust, or to enforce ~ny covenant or
remedy therein contained except in case of failure or refusal by your orator to perform any duty imposed upon it by
the deed of trust ii1 respect to any suit, action, sale or proceedings, after written notice or demand upon it by the holder
or holders of 5% of the unpaid bonds secured by the deed of
trust (or by the holder of the note secured thereby).
8. By Article VIII of said deed of trust it was provided
that . unless Granite Hall Farms Corporation should be in
~efault under the terms of the deed of trust it might at any
time sell and convey, free and clear from the lien of the deed
of trust (for not less than Thirty Thousand Dollars ($30,000.00) in cash), the timber upon the land thereby conveyed
with all such rights as might be necessary to .cut, remove
and manufacture the same into lumber and that upon such
sale your orator would upon the payment to .it of the entire
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purchase price release the said timber and the necessary
·
rights as aforesaid from the lien of the deed of trust.
page 8 ~ Provision was also made in said Article whereby
the improvements placed temporarily upon the property by the purchaser of the timber should not become a
part of the land, and for the ·application of the proceeds of
the sale by your orator.
9. The deed of trust was represented by Granite ·Hall
Farms Corporation to be when delivered, and when the bonds
and notes secured thereby 'vere deliv·ered, a valid first lien
upon. the land conveyed thereby and Granite Hall Farms
Corporation covenanted in Section 3 of Article IV ·of said
deed of trust that it had good right, full power and lawful
authority to grant and convey the land in the manner and for
the purposes· conveyed by the deed of trust, that it had done
no act to encumber the said property, that it 'vould forever
warrant the title thereto against the claims and demands of
all persons whatsoever, and that it would from time to time
upon the request of your orator execute such further assurances of title as mig-ht reasonably be required. Your orator
is informed and believes and therefore alleges that the deed
of trust is a valid prior or first lien upon the land conveyed
thereby at the present time except that the State and County
taxes for the year 1926 upon said land and improvements
thereon are now past due and unpaid and are in the aggregate amount of to-wit, $485.00, plus the penalties and .interest
added by reason of default in the payment of same.
9. Your orator alleges on information and belief that all
coupons, representing interest on the bonds secured by the
deed of trust except the 170 coupons delivered to W. IL
Dameron, have been paid; and marked paid; and that none
of said 170 coupons, nor any of bonds No. 6 to 60 inclusive,
nor the $40,000.00, nor any interest thereon, has been paid.
10. With reference to the principal amount due on bonds
Nos. 1 to 5 your orator alleges that on the 19th. day of April,
1921, it received from J. R. Paschall the sum of .$6,800.00
covering the principal of said bonds, and interest upon them
and other bonds, and upon receipt thereof it delivered the
said bonds Nos. 1 to 5 inclusive to ,J. R. Paschall
page 9 ~ who was at that time President of Granite Hall
Farms Corporation. Your ·orator does. not know
whether it marked said bonds paid or not before delivering
them· to said Paschall nor whether the funds he paid it were
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funds of Granite Hall Farms Corporation or not, nor whether
be received said bonds from it as President of Granite Hall
Farms Corporation or in his individual capacity, or as agent
for some other pers0n, firm or corporation.
11. Your orafor has made many ·demands upon Granite
Hall Farms Corporation, and co~tinuously over a perioc!
of years, for the payment of various amounts due upon the
bonds and coupons delivered by it on January 10, 1927, to
W. H. Dameron, and particularly alleges that all of the principal amount due upon said bonds delivered by it to said W.
H. Dameron has been past due and unpaid and in arrears for
a period of much longer than thirty days after demand· for
the payment of the same and of each and every part of
the same made by it upon said Granite Hall Farms <Jbrporation, and upon ,J. R. Paschall prior to August 21, 1923, for
the payment of the interest upon said Forty Thousand Dollars
($40,000.00) note and especially alleges that the interest upon
said Forty Thousand ($40,000.00) Dollars note accruing on
and after Nlay 1, 1920, and becoming due up to and including
May 1, 1923, has remained unpaid and in arrears for much
more than thirty days after demand· therefor made by it
u-pon said Granite Hall Farms Corporation, and upon said
J .. R. Paschall. Your orator is informed and believes an:d
therefore alleges that Thomas Gresham and Angus 0. Swink
bave subsequently to August 21, 1923, made many demands
upon Granite Hall Farms Corporation and upon J. R. Paschall
for the payment of delinquent interest accruing subsequently
to May 1, 1923, up<?n said $40,000.00 note, and since May 1,
1925, when the principal of .said note matured have made
many demands upon said Granite Jiall Farms Corporation
a.nd upon J. R. Paschall for the payment of the principal
thereon and that said principal and said interest thereon
·which has accrued after 1923 has remained unpaid and in
arrears for much more than thirty days after demand therefor made by said Thomas Gresham and Angus 0. Swink upon
said Granite Hall Farms Corporation.
page 10 } . 12. The covenant mentioned in pa.ragra ph 5
above with regard to taxes has been violated by
Granite Hall Farms Corporation and the 1926 taxes are past
due and unpaid at the present time, and the usual penalties
and interest have accordingly been added to the amount of
the same. The covenant mentioned in paragraph 5 above
with regard to fire insurance has also been violated and
:at the present time there is maintained in force only $15,-
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000.00 of fire insurance upon the improvements upon the
land conveyed by said deed of trust, except for $7,500.00 of
.fire insur~nce procured and paid for by Thomas Gresham
and Angus 0. Swink.
13. Your orator has just been informed, and believes, and
therefore alleges that the covenant alleged in paragraph 5
above to be contained in Section 2 of Article IV of said deed
of trust to the effect that Granite Hall Farms Corporation
would not do or suffer to be done any matter or thing whereby· the lien or security of the said deed of trust would be
impaired, has been violated, in that it has for six weeks
immediately last past placed, or authorized or suffered to be
placed upon the land conveyed by said deed of trust, a sawmill; t1~at said mill has been continuously throughout said
period in operation upon said land, and has been during said
period operated in the manufacture into lumber of trees
heretofore standing and growing on said land, and severed
therefrom and brought to said saw-mill under authority from,
or by sufference of said Granite Jiall Farms Corporation;
that said land has continuously for some years been actually
occupied and is up to the present time so occupied by J. R.
Paschall, who has since 1viay 1, 1920, been· continuously and
is now President of Granite Hall Farms Corporation that
said lumber is even now daily being manufactured out of
said trees hitherto standing and growing on said land; that
said trees a.re being daily severed therefrom either by the
officers, agents. employees, vendees, lessees, or licensees of
Granite Hall Farms Corporation, or by the sufference of
said Granite Hall Farms Corporation; that a large quantity
of said lumber estimated to be more than 100,000 feet l1a~
already been so manufactured; that the severence of these
trees from the said land has already materially jmpaired,
and its continuance will further materially impair the lien
o~ security of the deed of trust and is causing your orator
·
and the creditors secured by said deed of trust
page 11 ~ irreparable injury; that it constitutes a legal waste
·
by or by th~ sufferance of Granite Hall Farms
·Corporation of the estate in said land of your orator; that
the chief value of said land at the present time is the growing and standing timber thereon consisting of pine, . principally, but also of oa.k, .gum and elm, and other trees and
that if said timber should he removed the said property would
be of comparatively small value. Your orator is further informed and believes and therefore alleges that the said sawmill is capable of manufacturing from 6,000 to 10,000 feet
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of lumber per day and that the persons who are actually
operating said sa,v-mill and actually severing from said land
the said growing and standing timber ('vhose names are not
known to your orator) have never had any right or title
thereto, or authority or color of authority therefor and that
unless they are restrained from continuing to cut down the
same they 'vill continue to do so until the land is entirely
denuded of its timber. So far as your orator is informed
none of the considerable quantity of timber that has been
cut down and manufactured has been removed from said laud,
but on the other hand the same is still lying upon the said
land, and your ora tor alleges that the persons in charge of
said saw-mill intend to remove and 'vill remove the same,
together with such timber as shall hereafter have been manufactured into lumber, unless they are restrained from so
doing. Your orator further alleges upon information and
belief that Granite Hall Farms Corporation is the owner or
no property whatever, other than that conveyed by said seed
of trust and that the property conveyed by said deed of trust
is not of sufficient value to pay the unpaid indebtedness gecured thereby and that accordingly it is an insolvent corporation, and any judgment for damages which your orator could
obtain against Granite flail Farms Corporation in an action
at law would be entirely unavailing so that if the defendant,
Granite Hall Farms Corporation, is permitted to continue
the cutting and appropriation of said timber to its own use,
or the suffering thereof by others, your orator and the creditors secured by the said deed of trust will be irreparably
injured.
Your orator does not know 'vhat, if any, amount is yet due
by Granite Hall Farms Corporation on account of
page 12 ~ principal and interest upon bonds Nos. 1 to 5 inclusive. nor who, if anyone, is the holder of these
bonds, or any of them.
14. On January 25, 1927, Thomas Gresham and Angus 0.
Swink made demand upon your orator by two writings, copies
of which are filed herewith as a part hereof and marked Exhibit "B" and Exhibit "C", that it take possession of said
land and especially of the standing timber and the lumber
manufactured therefrom, and prevent any further cutting
or manufacturing of timber and take such court proceedings
as might be requisite to the end of securing authority to
enable your orator to do these acts, and that it take steps to
sell the said land under the deed of trust either by ex parte
sale or by court sale.

62

Supreme Court of Appeals of Virginia.

15. Your orator is advised by counsel learned in the law
that it has the right, under the terms of the deed of trust,
by its mere election,. to apply to a court of equity to have said
land sold under a proper decree of the court, instead of exercising its power of ex parte sale tu1der the deed of trust, and
out of the proceeds of said sale to have the clebt secilred
thereby, both principal and interest, and interest upon interest, and all costs incurred, paid in full. And your orator
being advised so to do by counsel learned in the l~w, does
so elect. But aside from such election, your orator alleges
that it may not, consistent 'vith its duty as trustee, exercise
the said power of ex parte sale, because the exact amount
of unpaid debt secured by the deed of tru~t is in doubt, and
the respective interests therein of W. I-I. Dameron, Florence
P. Paschall and Securities Holding Corporation, in said bonds
and coupons and generally the present ownership of said
bonds and coupons, is in doubt, and the priority between the
various creditors in interest is in doubt; and accordingly none
of the creditors is so situated as to enable him or her to bid
intelligently at an ex parte sale. In addition the lumber
operations no'v being conducted upon said land, and the
probable continuance thereof to the prejudice of any purchaser at a sale, and the probability of litigation as to said
lumber operations, or growing out of.them, which would affect
the value of the said land, prevents a fair sale being had of the
said land ex parte.

In tender consideration whereof, and for as much as your
complainant is 'vithout remedy same in a court
page 13 ~ of equity 'vhere ~such matters are properly cognizable and relievable, it prays under the advise of
counsel learned in the law, (1) that the said .W. H. Dameron,
Thomas Gresham, Angus 0. s,vink, Florence P. Paschall,
Securities Holding Corporation, Granite Hall Farms Corporation and J. R. Paschall, may, by proper process, be made
parties defendant to this bill, and required to answer the
same, but answer under oath.from them and each of them is
hereby expressly waived; and (2) that order of publication
may issue against the non-resident defendant and against
the foreign corporation defendant; and (3) that this court
shall ascertain and decree the full amount of principal and
interest, and interest upon interest. at the present time secured by the said deed of trust and unpaid, and the holder
and owner of each item of said indebtedness, and the respective priorities among those several claims; and (4) that said
mortgaged premises may be sold as the court may direct
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to satisfy the costs of tliis suit, and the debts ascertained,
in their order of priority; and (5) that all proper accounts
m_ay be ordered and taken and (6) that a preliminary injunction may issue against Granite Hall Farms Corporation,
its agents and employees, vendees, lessees and licensees,
whose names are unknown, enjoining them and restraining
them from cutting off from said land any growing or standing
timber no'v thereon, -and from removing from said land any
timber or lumber already cut but not yet removed therefrom,
and that said injuction may be kept in force pending a sale
of said laud in this cause; and (7) that a receiver of this
honorable court may be appointed and authorized to take
possession of such timber as has already been cut, whether
manufactured into lumber or not so manufactured, and to
remove the same from said land, and sell the same, a.nd hold
the proceeds thereof subject to the further order of this
-court in this cause, as a part of the security for the payment
'Of the debt secured by said deed of trust; and (8) that said
receiver may be hereafter authorized, if circumstances then
seem to make it desirable, to take possession of all of the
property conveyed by the deed of trust and administer it
pending a sale thereof, pursuant to the further orders of this
court; and (9) that reasonable and proper counsel's fee may
be allowed your orator for the institution and prosecution
of this suit; and (10) that your orator may be granted all
such other and further relief, both general and special, as
the nature of its case may require, and as to equity and good
.
conscience may seem· meet and just.
page 14} . And as in duty bound, it will ever pray, etc.

VIRGINIA TRUST COMPANY,
By CHRISTIAN & BARTON,.
Counsel.
&

T. C. GORDON.
State of Virginia,
City of Richmond, To-Wit:
I, J. }tf. Carter, Jr., a Notary Public in and for said City
and State. do hereby certify that L. D~ Aylett having this day
appeared before me a.nd having first been duly sworn did
then de-pose and say; that he is an officer and agent ·of Virginia Trust Company, the plaintiff in the foregoing bill of
complaint, to-wit. its Secretary, and that he has read the
_:said bill of complaint carefully and fully and that the said
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bill of complaint is true and that every allegation therein
contained is true, to the best of his knowledge, information
and belief.
Given under my hand this 27th day of January, 1927.
J. M. CARTER, JR.,
Notary Public..
My commission expires the 21st day of Nov., 1927.
page 15
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DEED OF TRUST.

Granite I-Iall Farm Corporation
To)
Virginia Trust Company, Trs.
This indenture, made and entered into this 1st day of 1\tfay,.
nineteen hundred and hventy (1920), by and between Granite
Hall Farm eorporation, a corporation organized and existing
under the laws of the State of Virginia (hereinafter, for
brevity, sometimes called the "Company"), party of the first·
part, and the Virginia Trust Company, a corporation organized and existing under the laws of the State of Virginia,
with its principal office in the City of Richmond, Virginia,
as trustee, upon certain trusts hereinafter declared, imposed
and accepted (hereinafter, .for brevity, sometimes called the
''Trustee, party. of the second part;
Whereas, the Company, is empowered to execute, issue and
sell or negotiate its Bonds and Notes, and sec1;1re the payment qf same by Mortgages or Deed of ·Trust; and
· Where~s, the Company, in order to borrow funds for its
corporate purposes, by proper resolutions of its B.oard of
Directors, and of its Stockholders, adopted in accordance
with the requirements of the laws of the State of Virginia,
has authorized the execution and issuance, and the sale of
negotiation, by its President or Vice-President, and Secretary, of its Sixty First 1vfortgage Six per cent gold bonds,
numbered consecutively from one (1) to sixty (~0), both inclusive, each for one thousand dollars ($1,000) aggregating
the total sum of sixty thousand dollars ($60,000) all bearing
date on the 1st day of May, 1920, and payable as follows,
fu~:

.

Bonds numbered 1 to 5, inclusive, on May 1st, 1921: Bonds
numbered 6 to 10, inclusive, on May 1st, 1922; Bonds num-
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bered 11 to 15, inclusive, on May 1st, 1923; Bonds numbered
16 to 20, inclusive, on l\Iay 1st, 1924; Bonds numbered 21 to
60, inclusive, on J\tiay 1st, 1925, unless sooner called, redeemed
and paid, as in this Indenture provided, at the Virginia Trust
Company, in the City of Richmond, Virginia, with
page 16 ~ interest at the rate of six per cent (6%) per annum,
payable semi-annually on the 1st day of May and
November, in eaeh year at said Trust Company, said interest
being evidenced by coupons attached to each of said Bonds,
for the respective instalments of interest to become due thereon, and authenticated by the fac sin~ile signature of the Treasurer of the Company; and also its negotiable note bearing
date 1\iay 1st, 1920, for forty thousand dollars ($40,000),
payable five years after date, with interest at six per cent
per annum, payable semi-annually both principal and interest
being payable at the Virginia Trust Company in the City of
·Richmond, Virginia.; both principal and interest of said bonds
and said note being payable in Gold Coin of the United States
of America, of, or equal to the present standard of weight
and fineness ; and
Whereas, the said Company, by proper resolutions adopted
as aforesaid, has likewise authorized, empowered and directed
its President, or Vice-President, and its Secretary, to duly
execute, deliver and record in its name and on. its behalf, to
the Virginia Trust Company, as Trustee, a mortgage or deed
of trust, bearing date on the 1st day of May, 1920, securing
thA payment of all of said bonds and said note, and creating
a first lien upon and conveying the estate bf the said Company hereinafter described, and
Whereas, all of said First Mortgage Bonds and said note
so to be issued, together ,vith the Interest Coupons attached
to each of said Bonds, and the Trustee's certificate thereon,
are to be substantially in the form follo"\\ing, to-,vit:
(Form of Bond)
UNITED STATES OF AMERICA
STATE OF VIRGINIA.
No ............ .
$ ........... .
Granite Hall Farm Corporation.
First ~1:ortgage Six Per Cent Gold Bond.
The Granite Hall Farm Corporation, for value received,
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hereby promises to pay to bearer, the sum of one
thousand dollars ($1,000) in gold coin of the United
States of America, of, or equal to, the present
standard of weight and fineness, at the Virginia Trust Company, in the City of Richmond, Virginia, on the 1st day of
~fay, Nineteen Hundred and . . . . . . . . unless sooner called,
as hereinafter provided, and also to pay interest on said
sum, at the rate of six per centum ( 6%) ner annum. from
the 1st day of ~fay, 1920, semi-annually, at the said Virginia
Trust Company, Richmond, Virginia, on the· 1st day of May ·
and November, in each and every year, in ·like Gold Coin,
according to the tenor of the Coupons hereto attached, and
upon the presentation and surrender of the. said Coupons as
they respectively mature.
This bond is one of a series of sixty ( 60) first Mortgage
six per cent gold bond, numbered consecutively from (1)·
to sixty (:60) both inclusive, each for one thousand dollars
($1.000), aggregating the total sum of sixty thousand dollars
($60.000), all bearing date on the 1st day of May, 1920, and
payable as follows, to-wit:
page 17

~

Bonds numbered.l to 5, inclusive, on May 1st, 1921; bonds
numbered 6 to 10, inclusive, on ~lay 1st. 1922; bonds .numbered 11 to 1~, inclusive, on ~fay 1st, 1923 ; bonds numbered
16 to 20, inclusive. on May 1st, 1924; bonds numbered 21 to
60. inclusive, on May 1st, 1925.
The payment of each and all of said bonds and of the interest coupons attached thereto, according to their tenor and
effects, is equally secured, without preference, priority or
distinction as to tl1e lien or otherwise of one Bond over another, by a certain 1\Iortg-age or deed of trust bearing date
on the 1st day of ~fay, nineteen hundred and twenty (1920),
duly authorized, executed and delivered by the said Granite.
Hall Farm Corporation1 to the Virginia Trust Company, of
Richmond, Virginia, as Trustee, and duly recorded in 1\-Iecklenburg County, Virginia, to which l\f.ortgage or deed of trust~
reference is hereby made : also to the reserved right of the
said Granite Hall Farm Corporation to call in and retire
any or all of said bonds at any interest period, at its option,
at 102, after thirty (30) days notice shall have been given
as provided in said Mortgage.
page 18 ~ This bond shall not become obligatory until the
certificate endorsed hereon shall have been signed
by the said Virginia Trust Company, Trustee.
In witness whereof, the said Granite Hall Farm Corporation has caused these present to be executed in its corporate
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name by its President, or Vice-President, and to be sealed
wi~h its corporate seal, duly attested by its ~ecretary, and
has caused a /UJC simile or the signature of its Treasurer to
be affixed to each of the annexed Coupons, as of this 1st day
()f May, in the year nineteen hundred and twenty (1920).
GRANITE HALL FARM CORPORATION,

By J. R. P ASCH.A!LL,
President.
Attest!
Secretary.
(COUPONS)
On the 1st ·day of . . . . . . 19. . the Granite Hall Farm Corporation will pay to bearer, at the Virginia Trost Company, ·
Richmond, Virgi.nia, thirty dollars ($30) in gold coin of the
United States of America, of, or equal to, the present standard
'Of weight and fineness; being six months' interest due on its
first mortgage gold bond no. . . . .. . . . . coupons No. . ..... ~ .
Treasurer.

(TRUSTEE'S CERTIFICATE)
This is to certify, that this bond is one of the series of bonds,
aggregating sixty thousand dollars ($60,000), described in
the within mentioned mortgage, dated 1\Iay 1st, 1920.
VIRGINIA TR1JST COMPANY, Trustee,

By ..............· ... .
Secretary..
(FORM OF NOTE)

page 19}

Granite Hall Farm Corporation.
First

1\Iortgag~

six per cent gold note.
$40,000.00

Five year after date Granite .Hall Farm Corporation, for
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value received, promises to pay to its own order, at the office
of the Virginia Trust Company in the City of Richmond,.
Virginia, forty thousand dollars, with interest at the rate· of
six per cent per annum, payable semi-annually, at said Virginia Trust Company.
The maker and endorser of this note hereby jointly and
seYerally waiver protest, presentation and notice of dishonor,.
and hold themselves firmly bound as it same had been regularly protested and notice duly served upon them, and likewise waive the benefit of any exemptions under the· homestead or banl\:rupt Ia,vs as to this debt.
This note is secured by a certain mortgage bearing even
date herewith from Granite Hall Farm. Corporation to the
Virginia Trust Company, duly recorded in Mecklenburg
County, Virginia.
Reference is hereby made to said mortgage for a statement of the terms and conditions upon 'vhich this note is
executed and delivered and for the order in 'vhich same is
secured the right is reserved .by the maker to anticipate the
payment hereof upon the terms set forth in said Mortgage.
In witness whereof, Granite Hall Farm Corporation has
caused this note to be executed in its corporate name by its
President, and to be sealed with its corporate seal, duly
attested by its Secretary, at Richmond, Virginia, the 1st day
of May, 1920..

GRANITE HALL FARM CORPORATION,
By J. R. PASCHALIJ,
President.
Attest:
Secretary.
page 20

~

(TRUSTEE'S CERTIFICATE)

This is to certify that this note is the note described in
the within mentioned mortgage dated May 1st, 1920.

VIRGINIA TRUST COMPANY,
By ................. .
Secretary.
.And whereas, all things necessary and proper to make
said First Mortgage bonds and said Note, when authenticated
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by the certificate of the Trustee, the value, binding and legal
obligations of the said Company, and to make these presents
a valid, binding and legal mortgage or deed of trust, for the
security thereof, have been done and performed, and the issue
of said First 1\{ortgage bonds, and of the said note as in
this Indenture provided, has been in all respects duly authorized:
No,v, therefore, this indenture witnesseth: That said
Granite Hall Farm Corporation, party of the first part hereto, in consideration of the premises, and of the sum of ten
dollars ($10), lawful money of the United States of America,
in hand paid by the Trustee, party of the second part, at or
before the sealing and delivering of these presents, the receipt whereof is hereby ac.kno,vledged, and in order to secure
the due and punctual payment of the bond and interest
coupons and of the note and interest to become due thereon,
at any time issuec1 hereunder and outstanding, according to
their tenor, purpose and effect, and to secure the performance
and observance of the covenants and conditions herein contained, has granted, bargained, sold, transferred and conveyed, and by these indenture (which is in the form approved
and adopted by its Directors and Stockholders), doth grant,
. bargain, sell and convey, with general warranty, unto the
Virginia Trust Company, of Richmond, Virginia, the said
party of the second part, as Trustee, and to its successor or
successors, and its or their assigns, the following real estate,
with the improvements and buildings thereon, or that may
hereafter. be made or placed thereon situated in
page 21 ~ the State of Virginia, and more specially described
as follows:
All that certain tract of land situate in Mecklenburg County,
Virginia, containing 1600 acres, more or less, with the improvements thereon and more fully described as follows :
Bounded on the east by the Cannon's Ferry Road, on the
South by the Public Road parallelling the Virginia and North
Carolina State line, on the west by the Seaboard Air Line
Railway and Smith's Creek, and on the north by the Roanoke
River. The above described property is a part of the same
property conveyed to Granite Hall Farm Corporation by
J. R. Paschall, by deed bearing date on September 30th, 1912,
and duly recorded in the Clerk's Office of the Circuit Court
of J\{ecl{lenburg County, Virginia, in D. B. 75, page 363.
To have and to hold, all and singular the above described
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premises and property, together with all the rights and appurtenances thereunto belonging, and the buildings and improvements thereon erected and placed, or that may ·be hereafter placed or erected, unto the said Virginia Trust Company, Trustee, as aforesaid, and to its successor or successors in the tru·st hereby created, to the only proper use, benefit
and behoof of the said Trustee, its successor or successors,
and its or their assigns;
,
In trust nevertheless, for the use, intents and purposes
and upon the conditions and limitations hereinafter expressed
and declared of and concerning the same, and subject to which
the bonds and note secured hereby are issued to and accepted
by each and every holder thereof, and not otherwise, that is
is to say:

ARTICLE I.
The Beneficiaries of this trust.
This mortgage, or deed of trust, shall constitute a continuing lien, until the full and final payment of the bonds and
coupons, and of the note issued hereunder, first for the equal
. pro rata use, benefit and security o£ the O"\\Ttters or holders
of .any of the said bonds at any time issued hereunder and
hereby secured, and of the respective coupons thereto at-·
tached, without preference of anjr of said bonds of
page 22 ~ interest coupons over any of the others ; and, second, for the benefit and security. of the owner and
holder of said note, it being intended to create a priority in
favor of the said bo~ds, principal and interest, over said
note hereby secured; provideq that none of the said obligations,.so to be issued by the said Company shall be obligatory
as against the said Company, or deemed to be secured by
this indenture, unless and· until the certificate thereon endorsed authenticating the same, as indicated in the form
of bond and of note hereinbefore set forth, shall be subscribed by the said Trustee, or by its successor or successors
in the trust hereby created but such certificate when so subscribed shall be conclusive evidenced that the bond or note so
certified has been duly issued hereunder and is entitled to
participate in the benefits of the trust herein and hereby
created.
·

ARTICLE II.
Issue and Certificate of Bonds and l\7 otic e.
Section 1. The issue of bonds .created and secured by this
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mortgage is sixty (60) coupons bonds, all dated May 1st,
1920; and numbered consecutively from one (1) to sixty (60),
both inclusive; each for the sum of one thousand dollars,
amounting in the aggregate to sixty thousand dollars and
payable as hereinbefore set forth.
The note secured by this mortgage is one note for forty
thousand dollars ($40,000), payable five years after date, bearing even date herewith and payable with interest at the rate
of six per cent per annum.
Section 2. All of the bonds and note created and secured
hereby shaH be executed by the Company and shall be certified and delivered by the Trustee upon the written order,
or receipt, of the President of the Company, after the delivery
· to the Trustee for recordation of these presents of the filing
o~ the same for record.
·
Section 3. The interest coupons to said bonds attached
shall be authenticated by the faa-simile signature of. the Treasurer of the Company printed thereon, which· faa-simile signature shall be regarded and treated in all respects,
page 23 }- in fact and in la\V, as equivalent to the mutual signing of the coupons by the said Treasurer..
Section 4. If any bond issued hereunder shall be mutilated or destroyed, the Company may issue a new bond and/or
coupon of like tenor and date and bearing the same serial
number, and the officers of the Company for the time being
may sign, and the Trustee may certify said bond and/or
coupon for delivery in exchange for or in lien of the bond
and/or coupon so mutilated or destroyed or proof by affidavit
of such mutulation or destruction satisfactory to the Company and to the Trustee, and upon receipt also of indemnity
satisfactory to. them; and the Company and the Trustee shall
llave the right to require and demand such security as a con"dition precedent to the cognition, establishment or payment
of any bond or coupon established under any procedure or
action authorized by any law of the State of Virginia, whether
such law does or does not provide for such indemnity.
ARTICLE III.
Redemption of bonds and notice.

Any or all of said bonds may be called in, redeemed and
retired, from time to time, at the option of the Company, on
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any interest period, upon payment of the principal o£ the
bonds to be retired, a premium of two per centum (2%) and
the interest accrued to date of retirement ; whereupon the
obligation of the bond or bonds so called and redeemed and
the further accrual of interest thereon shall cease and determine; provided, always, in C<'l.Se less then the entire issue
of said bonds are so to be called, redeemed and retired
that the number or numbers of bonds which the Company
shall elect to call, redeem and retire shall be ascertained by
lot, and the drawing of said lot shall be by and under the
supervision of the said Trustee, and it shali be the duty of
the said Trustee, after the dra,ving by numbet• to notify theholders of said bond or bonds thus designated and called
for·redemption, and retirement, or the I1olders of all the bonds,
if all to be so redeemed and retired, by notice by
page 24 ~ publication not less than once a week for four successive weeks in one or more newspapers published in the City of Richmond, Virginia, and elsewhere, if
said Trustee so decides, the first publication to be not les~
than thirty (30) days prior to the redemption date, of the>
fact of said drawing, and- of the numbers so drawn, and that
the same are called f&r redemption a.nd retirements at par,.
a premium of two per centum (2%) and accrued interest payment to be made on the redemption date named in the advertisement at the Virginia Trust Company, in the City of
Richmond, Virginia, after which date the farther accrual of
interest on all bonds so drawn and assertained and not presented to the said Trustee for redemption and retirement,
shall cease; and the principal of all said bonds so drawn
and ascertained, and which are presented to the said Trustee
for redemption and retirement, at the rate aforesaid, shall
. be paid and the said bonds, together with all the coupons
thereto attached shall be forthwith cancelled by the said Trustee, and~ when so cancelled shall not be again issued, said note
may be redeemed and retired at any time at per and accrued
interest.
.ARTICLE IV.

Particular

Cove1~ants

by Company.

Section 1. The Company covenants that it shall and wiii
duly and punctually pay or cause to be paid, to every holder
of any bond or note issued hereunder and hereby secured the
principal thereof and the interest accruing thereon, all in gold
coin of the United State of America, ·of, or equal to, the
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present standard of 'veight and fineness, at the date and places
and in the manner mentioned therein.
Section 2. The Company covenants that it will, from time
to time, duly pay and discharge all taxes, assessments and
charges lawfully imposed upon the hereby mortgaged
premises, or upon any part thereof, or upon the interest of
the Trustee hereunder, and it will not create, or suffer to be
ere a ted, any mechanics, laborers' or other liens or charges
whatsoever upon the hereby mortgage premises or
page 25 ~ upon any part thereof, prior to the lien of these
presents, or do or suffer to be done any matter
or things whereby the lien or security of these presents will
be impared, provided, ho,vever, that it shall not be required
to pay any such taxes, assessments, charges or levies so long
as it shall in good faith and by appropriate legal proceedings
contest the vaidity thereof, and that it will duly and punctually
perform and keep all the covenants and conditions contained
and set forth herein.
Sectipn 3. The Com-pany covenants that it has good rigl1t,
full power and lawful authority to grant and convey the
premises and estate hereby conveyed to it in the manner
and for the purposes aforesaid; that it has done no act to
encumber said property other than this indenture, that it
will forever \Va.rrant the title to the property hereby conveyed, or intended so to do, against the claims and demands
of all persons whatsoever, and that it \vill, from time to time,
on the request of the Trustee, execute, acknowledge and deliver further instruments and assurances for the better conveying and assuring to the Trustee and its successors in the
trust, all the property hereby mortgaged and conveyed, or
intended so to be, as by the Trustee or its successors, may
be reasonably required.
Section 4. The Company covenants that it will not apply
for nor avail itself of any injunction or stay proceeding or
plead or in any way take advantage of any extension law.
stay la,v, valuation law, redemption law, exemption la,v, or of
any other law, whether now in force or which may hereafter
be inforced in the State of Virginia, of in the United StatP.
of America, which may in any way alter, impair or impede
the rig-hts and remedies of the holders of the bonds and notes
issued hereunder, or of the Trustee, or which shall effect or
charge the time~ place, means or mode or perfecting or enforcing such rights, or remedies; any advantage or benefit
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conferred .upon it by such law being hereby expressly and
irrevocable 'vaived by the Company.
Section 5. The Company covenants and agrees to keep the
buildings and improvements no'v or hereafter· on
page 26 ~ the property hereby conveyed insured against destruction or danger by fire, in the sum of not less
than fifteen thousand dollars ($15,000), the '()Olicoieg of insurance to be so drawn as to make the loss, if any, payable to
the Trustee, and to the Company as their respective interests
may appear, with New York Loss Clause attached.
In the event of loss by fire the damage when ascertained
shall be paid to the said Trustee to be paid out by. it in restoring the property damaged, or in such other improvements
or betterments of the hereby mortgaged pronerty as the board
of directors of the Company may by resolution elect. A.ny
part of such insurance not used as aforesaid shall be applied to the retirement first of bonds and then the note hereby.
secured at the time and in the manner hereinbefore set fortl1.
No duty in respect to insurance or the form of policy shall
rest upon the Trustee, other than to reeeive such policies ns
ma-.v be handed to it by the Company and such policies may
be held by the ·company, unless requested by the Trustee to
deliver the same to the Trustee.
ARTICLE V.
Rem,edies in Event of Default.
S~ction 1. In case default shall 1Je made in the payment
of any principal or interest due on any of said bonds or of said
note and and such default shall have continued for thirty
(30) days after presentation of said bonds or interest coupons,
or note at the office of the Trustee, or. if the Company shall
suffer any taxes, assessments, or other charges to :remain in
arrears for thirty (30) days after date same are due and
payable, and shall be construed as payable on or before the
day on which any penalty shall attach (unless payment of
same is, in good faith contested) ; 'vhereby the security of
this indenture may be impaired, or shall fail or refuse to
perform any of the covenants or stipulations herein, or in
said bonds and note contained on its part to be kept and performed, and any such last mention~d default shall
page 27 ~ have continued for thirty (30) days after written
notice thereof shall have been g-iven to the Com-
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pany by the Trustee, or by the holder of five per cent (5%)
in amount of the bonds hereby secured, issued and outstanding, or by the holder of said note, then and in any such case,
upon the 'vritten request of the holders of five per cent (5%)
in amount of the boi1ds hereby secured then outstanding or
upon 'vritten request of the holder of said note then outstanding the Trustee by notice in writing. delivered to the Company, shall declare the principal .of all bonds and of said
note hereby secured and then outstanding to be due and payable forthwith, and upon any such declaration the same shall
become and be due and payable in emiately, anything in this
indenture or therein to the contrary notwithstanding. But
if at any time after such declaration all errears of principal
and interest upon all matured outstanding bonds and upon
said note, with interest on ·overdue instalments of interest,
and the expenses of the Trustee, shall be paid by the Company or collected out of the Mortgage property, and any other
default or defaults adjusted before any sale of the property
shall have been made, then the Trustee may waive all such
defaults previously accruing and rescind such declaration.
Section ~. In case of default in payment of any principal
or interest hereby secured to be paid, as and when the same
"Shall become due and payable, whether by lapse· of time, o1·
by default and election, as specified in Section 1 hereof~ and
if such money shall remain unpaid and in errears for thirty
(30) days after demand; or in case default for thirty (30)
days shall be made in the payment of any taxes, assessments
or charg~s imposed or assessed upon the property hereby
mortgaged, after same become due and payable, and same
'Shall be construed as payable on or before the day on which
-execution may issue for same (unless payment for same is, in
·good faith, contested); whereby the security of this indenture
may be impaired, or in the event of the failure or r~fusal
on the part of the Company to keep or perform
page 28 ~ any of the stipulations, covenants or agreement
·
herein, or in said bonds or note contained, on its
part to be kept and performed, and any such last mentioned
default shall have continued for thirty (30) days after written notice thereof shall have been given to the Company by
the Trustee, or by the hold~r of five per ( 5%) in amount of
the bonds hereby secured, issued and outstanding, or by the
holder of said note, then and in any such case the Trustee may,
and upon the written request of five per cent ( 5%) in interest of the holders of all of said bonds, or of the holder
of said note outstanding at the time of such default, and

76

Supreme Court of A ppcals of Virginia.

upon being suitably indemnified against the costs and expenses which it may incur in acting in pursuance of such request, shall, have and exercise any one or more of the following rights.
(a) The Trustee personally, or by its agents or attorneys,
may enter into and upon all or any part of the property
and premises hereby conveyed or intended so to be, and may
use, manage and control tile same either personally or by its
superintendents, managers, receivers, agents, and servants
or attorneys, to the best advantage of the holders of the
bonds. and the notes hereby secured, and it shall be entitled
to collect and receive all income and rents of the same and
every part thereof, subject to this indenture, and after deducting all payments which may be d11e for taxes, assessments,
insurance, and prior or other proper charges upon the said
premises and property of any part thereof, as well as just
and reasonable compensation for its own services and for all
agents, clerks, servants and other employees by its properly
engaged and employed, in connection with the trust property
and premises it sl1all apply the moneys arising as aforesaid
as follo'{_s :
(a) To the payment of the interest in default, in the order
of the maturity of the instalments of such interest, and then
to the payment of the principal of all bonds hereby secured
which have become due : in every instance such payments to be
made ratably to the persons entitled to such payment without
any discrimination or preference.
'
page 29 }-

(b) After the payment in full of all interest ancl
principal of said bonds which have become due,
to the payment in like manner of the interest and principal
of said note that has become due.

In case all the said payments shall l1ave been made in full,
and no suit to foreclose this Indenture shall have been begun,
the Tt:ustee shall restore to the party of the first part, its
successors or assigns, the possession of the premises, estateand property hereby mortgaged.
(b) The Trust'ee may, without entry or possession as aforesaid, sell all the singular the property and premises hereby
mortga[!ed or conveyed or intended so to be, and all benefit
and equity of redemption of the Company, and its successors
and assigns therein and thereto, at public auction on the
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premises, or at such place as the law may require, or, in the
absencr of any pr0\7 ision of law, at such place as the Trustee may select, after having given four weeks public notice
of the- time and place of such sale, by publication of such
notice not less than twice a 'veek in each of said weeks, in a
daily paper published in the City of Richmond, Virginia,
and in such other papers and in such other manner as the
r_rrustee may deem proper or the law may require; said notice
to contain the terms upon which the said sale is to be made,
which shall l)e such as the Trustee may prescribe, and to
contain a brief description of the property to be sold: and
after having given such other notice of said sale as may be
required by law, if any, the Trustee may make such sale accordingly, or may adjourn the same from time to time, giving
legal and reasonable notice of such adjounment: and upon
making such sale shall executed and deliver to the purchaser·
or purchasers of said property a good and sufficient deed or
deeds of conveyance of the same. and shall deliver possession
thereof : and the receipt of the Trustee making· the sale shall
be a sufficient discharge to the purchaser or purchasers for
their purchase money, and there shall be no liability on the
part of the purchaser or purchasers to see to the application
. of the purchase money.
~

(c) May proceed to protect and to enforce its
rights and the rights of security holders under this
indenture, by a suit or suits in equity or at la,v, as the Trustee,
being advised by counsel learned in the law, shall deem most
effective to protect and enforce any of its rights or duties
hereunder.
page 30

Section 3. In event of any sale, wl1ether made under the
power of sale herein granted or conferred or by virtue of
judicial proceedings or of some judgment or decree of foreclosure. and sale, the whole of the property subject to this
indenture shall be sold in one parcel and as an entirety, or if
capable of division in separate parcels, as the Trustee may
deem best.
Section 4. In case of any foreclosure sale. or sales u~der
the provisions of this Indenture of the property and premises
hereby mortgaged, or any part thereof, the purchase money,
together with any sums 'vhich may at the time of ·any such
sale be he1d by the Trustee as a part of the trust estate, shall
be applied as follows, to-wit:
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First: To the payment of the costs, expenses, fees and
other charges of such sale and all proceedings leading to
such sale, including· reasonable attorneys or solicitors fees,
and to the payment of all expenses and liabilities incurred and
advances or disbursements made by the Trustee, or by any
holders of bonds or notes under the terms of this instrument
and to the payment of all taxes, charges, as~essments or
liens prior to the lien of these presents, except any taxes,
charges, assessments or other superior liens subject to ·which
such sale shall have been made, and then to the cost of preparing this indenture and services incident thereto, if then
unpaid.
Second: Any balance then remaining to the payment of the
whole amount owing or unpaid upon the p1·incipal and interest of the outstanding bonds se~urecl therehy, Virith interest on the overdue instalments of interest; and in case such
proceeds shall be insufficient to pay in full the "rhole amount
.. so due and unpaid upon the said bonds then to the payment
of such principal and interest. ra ta.bly, according
page 31 ~ to thn aggregate of sueh principal aud the accu.red
and unpaid interest, 'vithout preference or nriority
of prineipal over interest or of ii1teresf over prineipal, or of·
any instalment of interest over any other instalment of interest: it being expressly understood and agreed that at the
time· of making any such sale. the principal of all bonds then
outstandin~ shall~become forthwith due and payable, anything
therein or in these presents contained to the contrary notwithstanding.
·.
.
Third: Any baJance then remaining to the nayment of the
"rhole amount owing or unpaid upon the principal and interest of the said note secured hereby with inte'rest on the
overdue instaJments of interest, and ·in case ~nch proceeds
shall be insufficient to pay in full the "rhole amount so due
,and unpaid upon said note then to the payment of such principal and interest to the extent of the amount so a.nplia.ble,
it being expressly understood and ::H~Teed that at the time·
of the makin~ of anv such sale the principal of said note shall
become forthwith due and payable, anythin9: therein or in
these nresent contained to- the contrary notwithstanding. it is
intended hereby to create a preference in favor of the aforesaid bonds aggregating sixty thousand dollars ($60,000) over
the note secured hereby in the event o.f a sale of the pronerty hereby mortgaged and the application of the proceeds
thereof to the payment of the ·debt hereby secured.
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Fourth: Any surplus then remaining to the Company, its
successors or assigns, or to whomsoever may be lawfully
entitled to receive the same.
Section 5. Upon any sale of the property hereby mortgaged
or of any part thereof, the purchaser in making payment
therefor shall be entitled, after paying in cash so much aR,
shall be necessary to cover all payments required by the
terms of this instrument to be paid prior to the principal
and interest of the bonds and note hereby secured, to appropriate and use to·ward. the payment of tl).e remainder of the
purchase price. with the consent of the respective holderA
thereof, any of the bonds or coupons issued hereunder and
entitled to participate in the proceeds of such sale,
page 32 } reckoning each bond or coupons so appropriated
.
and used at such sum as shall be payable thereon
out of the net proceeds of the sale. Upon any sale as aforesaid by the Trustee or pursuant to judicial proceedings, the
Trustee or any bondholder, noteholder or any person may
bid for and may become purchaser of the property offered
for sale, or any part thereof, for itself or himself,. without
accountability in respect thereof, except for the payment of
the purchase price and in compliance with terms of sale.
Section 6. The Company c·ovenants that in case default
shall be made in the payment of any instalment of interest
or any bond or bonds, or note, at any time outstanding and
secured by this identure and such default shall have continued for thirty (30) days after demand on "the Trustee· for
payment, or in case default shall be made in the payment of
the principal of any such bonds or note when the same shall
become payalble. whether at the maturity thereof, or by declaration as authorized by this indenture, and such default
shall have continued for thirty (30) days after demand, then,
11pon demand of the Trustee, the Company 'viii pay to the
Trustee, for the benefit of the holders of the bonds and interest coupons, and the note and interest accrued thereon.
hereby secured, then outstanding the whole amount that then
shall havEl hee.ome due and payable thereon for interest and
principal, or both, as the casp may be, with interest upon the
overdue principal and instalment of interest at the rate or
raets borne by the bonds or note upon which such instalment
shall be overdue, and in case the Company shall fail to pay
the same forthwith upon such demand the 'l,rnstee. in its
own name, and as Trustee of the express trust, shall be entitled to recover for the whole amount so due and unpaid.
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Any moneys thus collected .by the Trustee under this shaH
be applied by the Trustee towards the payment, :first of the
amount then due and unpaid upon such bonds and coupons
and then to the amount due and unpaid upon such note, in
respect of 'vhich such moneys shall have ·been colpage 33 ~ lected, ratably, respectively, at the date fixed by
the Trustee for the distribution of such moneys,.
upon presentation of the several bonds and coupons and note
and stamping such payments thereon, if partly paid, and
upon surrender thereof, if fully paid.

ARTICLE VII ..
Co-ncen~ing

the Trustee.

Section 1. The trusts created hereby are- accepted by the
Trustee upon the following conditions and none other, viz::
First: The Trustee hereunder for the time being, shall not
incur any liability or responsibility ·whatever in consequenceof permitting or suffering the Company to retain or to be
in possession of the property and estate hereby mortgaged
or conveyed, nore for permitting or suffering the Company
to use and operate said property and estate hereby mortgaged, and receive, use and enjoy all benefit and income de-rived from same ; nor shall the said Trustee be or become
responsible or liable for any injury or damage which may
be done or at any time occur to the said property, nor shaH
the said Trustee be or become in any way responsible for
the consequences of any breach on the part of the Company,
its successors or assigns, or its agents, or any of the covenants
herein contained, nor for any act of the Company, its agents,
servants, successors or assigns, nor for, nor on account of any
error in judgment or discretion, nor on account of any matter or thing under the terms and provisions hereof left to
such judgment or discretion, nor for any cause, matter or
thing 'vhatsoever, except the wilful and intentional breach~s
by the said Trustee of the trust hereby created and expressed.
Second: It shall be no part of the duty of the Trustee to
see to the recording or filing of these presents as a mortgage
or real estate, or to procure any further, orther or additional
instruments of further assurance, or to do any other act for
the continuance of the lien of this mortgage, or to give notice
of the existance of the lien hereof, or to extend or supple-
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ment the lien sought to be created hereby, nor shall
it be any part of the duty of the Trustee hereunder
to keep itself informed or advised as to the payment of any taxes or assessments that may be imposed upon
the property affected by this Indenture, or to require the paym.ent of such taxes or assessments : but the Trustee may, in
its discretion at the expense of the Company, do any or all
of the matters and things in this article set forth, or require
the same to be done, or in case the Trustee sl1al1, after request, fail to do or cause any of the said things to be ·done, .
then the holder or holders of any bonds or note hereby se.cured may do so, at tl1e cost and expense of said Company.
page 34

~

Third: The Trustee shall not be responsible in any manner
'vhatsoever for the validity hereof, or for the amount or tl~e
extent of the security afforded py the property covered hereby, or for the recitals herein or in said bonds contained, ·
nll such recitals being and to be taken as the statement of
the Company, nor shall it be accountable for hte use of any
bonds certified ~nd delivered by the Trustee hereunder or
for the application of the proceeds of such bonds.
Fourth: The Trustee shall ha.ve a lien, prior to that of any
l;>ond or note issued hereunder, on the mortgaged premises
and funds for its reasonable expenses and counsel fees incurred· in ·the performance of the trust powers and duties,
and also for any liabilities or damage by it sustained in the
premises and for its reasonable compensation.
Fifth: 'rhe trust~e shall not be bound to recognize any
person as a Bondholder or N oteholder until his bonds or
note are submitted to the said Trustee for inspection, if required, and his title satisfactorily established, if disputed.
Sixth : No holder or holders of any bonds or coupons of ·
the note secured l1ercby shall have the right to institute any
suit, action or legal proceeding for the appointment· of a recehrer, the foreclosure of this indenture, or for the purpose
of enforcing any covenant or remedy herein conpage 35 ~ tained, except as above provided and except in
the case of failure or refusal of the Trustee to ·
perform any duty imposed upon it by this indenture in respect to any ·suit, action, sale or proceeding after written
notice or demand upon it by the holder or holders of such
amount of honds or coupo.ns or of the note secured hereby
as the terms of this indenture may require with reference
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to the above request or demand; but no inaction by the saicl
Trustee after any such request or demand slHlil be deemeiJ
a failure or refusal to act thereon until after the expriation of
a reasonable time (not to exceed thirty days) for the consideration t.lwreof by the Trustee; it being the understanding·
and intention that 110 one or more of the holder:s of the bonds
or coupons or note secured hereby shall have nny right in
any manner whateYer to effect, disturb or prejudice the lien
of this indenture by his or their action or to enforce any
· right hereunder, except in the manner herein provided.
Seventh: The trustee shall be protected in acting upon-nny
notice, request, consent, certificate, bond, note, affidavit, or
other paper or document, delivered by it to be genuine and
to be signed 1Jy the proper party or parties.
Eighth: In case at any time it shall be necessary and
proper for the said Trustee, or its successors, to make any
inv·estig-ation, respecting any fact preparatory to taking ·or
not taking any action, or doing or not doing anything under
this trust deed, as said Trustee, the Certificate of the Company under its corporate seal, sworn to by its President or
Secretary·, shall be sufficient evidence of such fact to protect
the said Trustee, or its successor, in any action that it may
take by reason of the supposed existance of such fact. The
Trustee shall be under no obligations to take nny action towards the execution or enforcement of the trusts herehv
created, or defend any suit in respect hereof, 'vhich in the
opinion of the Trustee, shall be likely to involve it in expense
or liability, unless one or more of the security holders l1erehy
secured shall, as often as required by the Trustee,
·page 36 ~ furnish indemnity satisfactory to the Trustee
against such expense or lin bility; nor shall the
Trustee be required to take notice of any default hereunder,
and it may for all purposes conclusiYely a·ssume that tl1ere
has been no default hereunder, ~1nless and until unless and,
notified in writing of such default by the holders of at least
:five per cent in ·amount of the bonds of the holder of the
note hereby seeured then outstanding, or to take any action
in respect of any default, unless requested to take action in
respect thereof by a 'vriting signed by like number of l1olders
of the bonds or of the note hereby secured, then outstanding
and tendered indemnitv as aforesaid.
The foregoing proYisions of this section are intended onhr
for the protection of the Trustee, and slwll not be construed
to effect any discretion or po,ver by any provision of this
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indeut.ure given to the Trustee, to determine 'vhether or not
it shall take action in respect of any default, or any power or
discretion of the Truste·e to take action in respect of any
default, 'vithout such notice or request from bondholders,
or to affect any other discretion or power given to the Trustee.
Section 2. The Trustee hereunder may resign and discharge itself from the trust hereby created by giving notice
in writing to the Company sixty days before such resignation
shall take effect, or such shorter notice as the Company may
nccept as adequate, and in the event of the resignation of
the Trustee, or should the said Virginia Trust Company, its
successor or successors in this trust, refuse, fail or neglect,
or in any way become incapacitated to execute the trust hereby created, then the Board of Directors of the Company shall
select a Trustee or Trustees in the place and stead of the
then existing Trustee, and, upon the acceptance in writing
of said trusts by such selected Trustee or 'l'rustees, and
delivery thereof to the President of the Company the same
shall be recorded in the same offce in which tbese presents
are recorded, which acceptance and recordation
page 37 } sl1all have the effect of substituting the thus selected Trustee or Trustees in the place and stead
of the retiring Trustee or Trustees; with all the powers,
rig-hts and duties herein-conferred and imposed upon the Virginia Trust Company as such Trustee; and all the estate,
rights, po,yers and duties of the said Virginia Trust Company. Trustee, hereunder, shall be and become vested in such
substituted successor or successors; but, nevertheless, the
present Trustee, or its successor, shall be required to make
and execute all and any such act, deed or thing 'vhich may
be requisite or necessary fully to vest in such selected or appointed successor all title to the premises and property hereby
mortgaged or intended so to be. Said Trustee so selected
shall always be a "rell established Trust Company in the State
of Virginia.
Section 3. The Trustee may be removed after thirty days
notice upon a joint 'vritten order signed by the Company und
the holders of a majority in interest of the bonds then out-.
standing, on payment of the reasonable charges of the Trustee for the services and ·expenses of itself, its attorneys,
counsel and agent·s; and a ne"\\r Trustee may be appointed
in such manner as may be agreed upon between the Company and a majority in interest of the holders of bonds then
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outstanding; or in .the event of failure to s-o agree, on appliGation of the Company and the holders of a majority uf
the bands, by ·a court of con1petent jurisdiction. N oticc of
any such change of Trustee shall likewise be duly recordccT
in the office or offieies wherein these presents are to be recorded.
·
Section 4. The ''rorcl ''Trustee'' as used in this instn1ment
shall be construed to mean the Trustee for the tiD?-e being
hereunder, wi1et.her original, substituted or nm·~r, and surh
-Trustee sl1a1I be vested wit.I1 a.nd entitled to all the estnteT
powers, rights, benefits and indemnities granted and vested
hereby to and in tlle said Trustee named herein_
AR.TIGLE VIII..

Sale of Tin~ber.
Unle~s the Company shaH be in default under the provisions
hereof the Company may at any time sell and conpage 38 ~ vey, free and clear from the lien of tl1is indenture,
for not less than Thirty Thousand Dollars ($30,000) in cash, the timber upon the property hereinbefore described, 'vith all such rights as may be necessary to cut, remove and manuf-acture same into lumber. Upon such sale
the Trustee will, upon the payment to it of the entire purchase price of said timber, release t.11e said timber and tl1e
necessary rights as aforesaid from the lien hereof. In the
event of sncl1 sale any and all machinery, buildings, and fixtures, placed upon said property by the purchaser of said
timber for the cutting, removal and manufacture of said timber into lumber, shalll1e free and clear from the lien of thi~
instrument and shall be subject only to such terms and conditions a.s shall be set forth in the deed of sale of said timber. The proceeds from said sale shall be applied lJy the
Trustee first to the payment of the bonds and interest accrued thereon hereby secured and if any residue remain then
to the payment of said note to include interest thereon. The
Trustee shall first offer to purchase .bonds in the open Jnarket after slich advertisement as the Trustee deems nroper and
if as a result of said advertisement the ·Trustee is unablE'
to invest all of said funds in bonds secured hereiby at less
than 102 a.nd accrued interest, the residue of said fund shaH
be applied to the redemption of bonds as provided in Article
III hereof. Any and all bonds acquired by the Trustee undpv
. the terms hereof shall be cancelled and shall not again be
issued.
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ARTICLE IX.
Possession and Defeasance Clauses.

Section 1. Until the Trustee shall in pursuance of the
powers wbove recited take possession of the properties and
premises hereby· mortgaged or intended so to be, or shall
·sell the same, or shall institute proper proceedings to appoint a: receiver thereof, the Company, its successors or assigns, may retain and enjoy full and free use, possession and
management of the same and the full enjoyment of
pag·e 39 ~ the income, revenue and profits derived therefrom,
subject to the li~itations herein contained.
Section 2. On the payment in full of all the Bonds and
Note issued hereunder and of all the interest thereon from
time to time accruing, according to the tenor and effect of said
bonds, note~ and coupo11s, and of this indenture, all the prop-:
erty hereby mortgaged shall be surrendered and delivered
to the said Company, which shall hold and possess the same
as if this indenture had not been made; and, thereupon the
Trustee shall, at the cost of the Company, duly execute, acknowledge and deliver such instrument or instruments of
satisfaction or deeds of release, as may be necessary and
proper to discharge of record or otherwise, all the property
hereby mortgaged, from the lien hereof; provided, however,
that the said Company its successors or assigns, shall have
the rig·ht, and the same is hereby expressly reserved, on the
maturity of said bonds and notes to deposit 'Vlth the Ti"ustee, to the credit of the holder or holders of all of said bonds,
the note and coupons which shall not have been presented
for payment in accordance with the terms thereof, the amount
· due thereon for principal and interest, and thereupon the
Trustee shall forthwith satisfy and release this indenture us
hereinbefore provided, and the Trustee shall h_old such deposit, without interest, to the credit of the said holder or
holders of any such .bonds, note and coupons which shall not
have been presented for payment at maturity in accordance
with the terms of these presents; and in ease the holder or
holders of any such outstanding and unpaid bonds, note and
coupons shall not, within ten years after such deposit is made
by the Company, claim the amount so deposited for payment
thereof: then the Trustee shall, upon the written demand of
the President of the Company, or its successors or assigns,
pay over such amount so deposited to the sttid Company,
or its successors or assigns, upon receiving from the said
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Company, its successors or assigns, its or their
duly executed bond with surety sati&factory to the
Trustee, in an amount equivalent to the amount of
such deposit unclaimed, and conditioned for the payment of
the principal and interest accrued to date of maturity of
any of said bonds note or coupons thereafter presented for
payment.
.
In witness whereof the said Granite Hall farm Corporation, in pursuance of the aforesaid resolutions of its Board
of Directors and Stockholders, has eaused these presents to
be duly executed in its corporation name, and tts corporate
seal to be hereunto affixed by its President, or Vice-Presirlent, and to be duly attested by i'ts Secretary, and the said
Virginia Trust Company, in evidence of its acreptance, upon
the terms, conditions and limitations herein set forth, of the
trusts hereby created, has caused these presents to be duly
signed in its corporate name, and its corporate seal to be
hereunto affixed by its President or Vice-President, and to be
duly attested by its Secretary this day and year first hereinbefore written.
page 40

~

(Seal)

GR.ANITE I-IALL F ARl\~I OORPOR.A.TION,
By J. R. P ASOIIALL, President.

Attest:
JAMES 1\fULLEN, Secretary.
VIRGINIA TR.UST COl\iPANY,
(Seal) By H. W. JACICSON, President.
Attest:
L. D. AYTEN,
Secretary.
State of Virginia,
City of Richmond, To-wit:
I, Florence C. Neister, a Notary Public in and for the City
aforesaid in the State of Virginia, do hereby certify. that J.
R.. Paschall and James 1\fullen, whose names as President and
Secretary respectively ·of Granite :Hall Farm Corporation,
are signed to the above writing, bearing date on the 1st day
of 1\fay, 1920, have this day ackno,,rleclgecl the same befor'e
·
me in my city aforesaid.! ·

•
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I further certify that they and each of them acknowledged
that the seal attached to said instrument is the corporation
seal of said corporation, that said seal was attached
page 41 } and said instrument executed by due authority
from the stockholders and directors of said corporation.
1\fy commission expires April 7th, 1922.
Given under my hand this 1st day of June, 1920.

FLORENCE C. NEIS.TER,
Notary Public.
State of Virginia:
City of Richmond: to-wit:

I, Florence C. Neister, a Notary Public in and for the City
aforesaid in the State of Virginia, do hereby certify that
H. W. Jackson and L. D. Aylett, whose IJames as President
and Secretary, respectively, of Virginia Trust Company, are
signed to the above 'vriting, bearing date on the 1st day of
~Iay, 1920, have this day acknowledged the same before me in
my city aforesaid.
I further certify that they and each of them acknowledged
that the seal attached to said instrument is the corporate seal
of said corporation, that said seal 'vas attached and said instrument executed by due authority from the Board of Directors of said corporation.
~Iy commission expires April 7th, 1922.
Given under my hand this 2nd day of June, 1920.

r-

--

In the Clerk's Office of
8th, 1920.

FLORENCE C. NEISTER,
Notary Public.
~:lecklenburg

Circuit Court June

The foregoing Mortgage together with the certificate of
nckno,vledgment thereon endorsed was this day received in
the Clerk's Office aforesaid and admitted to record.
Teste:
H. F. HUTCHESON, Clerk.

A Copy-Teste :
H. F. HUTCHESON, Clerk.
D. T. B. #17, p. 428 &c.

•
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EXHIBIT .":B" WITH BILL OF .COMPLAINT.
January 25,.1927 ..

Virginia Trust Company,
Richmond, Virginia.
Dear Sirs:.
We represent ~fessrs. Thomas Gresi1am and A. 0. Swink
who own a $40,000.00 note dated ~fay 1st, 1920 due May 1,.
1925, secured hy deed of trust · of that date to you from
Gra~ite Hall Farms· Corporation conveying 1600 acres in
Mecklenburg County. 'rhe deed of' trust is recorded in D. T.
Book 17 p. 426; it secured also 60 bonds of $1,000.00 each
and interest thereon, the payment of which is a prior charge
on the land to the payment of our note. vVe understand you
owned all tl1es.e se'Curities at one time and sold our clients
their note and sold some of the bonds thereafter to· one W. H.
Dameron who may yet own them.
Under Section 2 of Article IV of the deed of trust thegrantor covenants it will not do or suffer to be. done any
matter or thing whereby the lien or security of the deed of
trust will be impaired. We are informed by our clients that
to their personal knowledge a sawmill is now located on the
land, and in" operation, and has been so for some weeks,
during which time much timber has been severed from the
land and manufactured into lumber, in violation· of tl1is covenant.
Under Section 5 of this Article the gTantor covenants to
keep the buildings on the land insured against fire in the
sum of not less than $35,000.00 and we are informed only
· $15,000.00 of insurance has been kept in force by the grantor,
in violation of this covenant.
.
Under Section 2 of Article V it is provided that in case
of default in payment of any principal or interest secured by
·
the deed of trust, and such money remaining- unpage 43 ~ paid for thirty days after demand, then the trustee
may and on request of the holder of the note held
by our client, and suitable indemnity, shall (a) take possession of and operate the property for the creditors, (b) sell
the property ea; pa1·te, and (c) bring proper court proceedings to protect the creditors. As you know some of the bonds
and our note and more than three years interest on our note
are past due and unpaid despite many efforts to secure payment, and. many demands for payment by you and our clients.
Under paragraph Sixth of Section 2 of Article VII our
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clients may not institute any suit for the appointment of a
receiver, foreclosure, or to enforce a covenant except in the
case of failure or refusal of the trustee to perform any duty
imposed upon it by the deed of trust in respect to such suit
after written notice or demand upon it by the holder of our
note. But by paragraph Eighth we must furnish you satisfactory indemnity.
On behalf of our clients 've ask you to take possession of
the land and especially of the standing timber and the lumber
manufactured therefrom, and prevent any further cutting of
timber, and to take such court proceedings as may be requisite to the end of securing authority to enable you to do
these acts. We will furnish such indemnity for costs and expenses, compensation, etc., as you require. Should you prefer for us to act in this matter in behalf of our clients, and
inform us that because of that prefer~nce you must refuse
to take any steps as requested, we shall be in a position ·fo,
and will forthwith, proceed in their names to secure the de·
sired relief.
Yours truly,
CHRISTIA.N & BARTON.
page 44
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Olu~istian

EXHIBIT ''0'' vVITH THE BILL OF COMPLAINT.
&. Barton,

ATLANTIC LIFE BUILDING
RICHMOND, VA.
January 25, 1927.
Virginia Trust Company,
Richmond, Virginia.
Dear Sirs:
Supplementing our letter. of this date we also request that
you take steps to sell the Granite Hall Farms Corporation
land under the deed of trust either by ex parte sale or court
sale.
Yours truly,
ADC:ES.

CHRISTIAN & BARTON.
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And at another day, to-"Tit: at a Law and Equity
Court held the 27th day of Jannary, 1927:

This day came the plaintiff in the above styled cause which
is pending in this Court and presented to the Court its bill of
complaint, duly verified, and the Court being satisfied of the
plaintiff's equity, on motion of the plaintiff and in accordance
with the prayer of the bill of complaint, it is hereby adjudged,
ordered and decreed :
1. Granite Hall Farms Corporation, its officers, agents, employees, vendees, lessees, licensees, and all other persons
whomsoever are hereby restrained and enjoind from cutting
any trees standing or growing on that certain parcel of real
estate in ~fecklenburg County, Virginia, described as follows:
·
"All that certain tract of land situate in Mecklenburg
County, Virginia, containing 1,600 acres, more or less, with
the improvements thereon and more particularly described
as follows:
Bounded on the east by the Cannon's Ferry Road, on the
south by the Pul)lic Road paralleling the Virginia and North
Carolina State Line, on the "Test by the Seaboard Air Line
R-ailway and Smith's Creek, and on the north by the Roanoke
River.''
and said corporation, and all of said persons arc hereby
restrained and enjoined from removing from said land any
timber already cut, whether manufactured into lumber or not,
and from in any manner exercising any control over any said
timber whether cut or not 01~ whether manufactured or not,
and in any way interfering with the control thereof by others.
2. The time during which the a hove injunction shall be
effective is a period of 30 days from this date, and shall then
expire, unless ·before the expiration of said period it be enlarged, or a. further injunction be granted.
3. The defendants in this cause and all other persons
against whom this decree operates, and who mav
page 46 ~ be interested therein, shall appear at 10 o'clock
A. ~L on the 26th day of Feh~·tuny, 1927, to show
cause why the period of this injunction shall not be enlarged,
or a further injunction be granted, for which motion has been
made orally by plaintiff.

---------
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4. This injunction shall not become effective until the plaintiff or some one in its bel1alf shall have executed bond before
the Clerk of this Court in the penalty of Three thousand
Dollars 'vith surety approved by the Clerk, with condition
to pay all such costs as may be awarded against the plaintiff
in this cause and all such damages as may be incurred in
case the h1junction shall be dissolved.
5. On further motion of the plaintiff it is ordered that
George ,J. Sheppard be and hereby is appointed Receiver of
all of said cut timber whether manufactured into lumber or
not, and he shall, acting for this Court, take possession of
and care for the said cut timber, and sell it at private sale
and hold the proceeds subject to the further order of this
Court, and he shall report to the Court his actions as Receiver; hut said Receiver shall do no act hereunder until he
shall have executed bond ·before the Clerk of this Court in
the penalty of Two Thousand Dollars, 'vith surety approved
by the Clerk, with condition faithfully to perform his duties
:as Receiver..
page 47
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AFFIDAVIT FOR ORDE:& OF PUBLICATION.

Virginia~

In the Law and Equity Court of the City of Richmond ..
AFFIDAVIT FOR ORDER OF PUBLICATION.
Virginia Tn1st Corporafion, a corporation, as trustee under
a deed of trust dated Iv[ay 1, 1920, from Granite Hall Farms
Corporation, Plaintiff,

v.

W. H. Dameron, Securities Holding Corporation, a corporation, and others, Defendants.
This day personally appeared before meR. 0. C. Gardner
a Notary Public for the City of Richmond, in the State of
Virginia, in my office in said City, A. 0. Swink, who after
being duly sworn made oath and said that W. H. Dameron
is not a resident of the State of Virginia and that the last
kno,,.rn post office address of said non-resident is Warrenton,
North Carolina, and that Securities Holding Corporation is a
foreign corporation being created and organized under the
laws of the State of North Carolina, and that the last known
post offi'ce address of said foreign corporation is Henderson,
North Ca.rolina.
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Given under my hand this 31st day of J annary, 1927.

R. 0. G. GARDNER,
Notary Public ..
My commission expires the 24th day of Nov. 1927.

page 48 ~ And at another day, to-wit: at a Law and Equity
·
Court held the 31st day of January, 1927 :
The object of this suit is to ascertain the amount of indebtedness unpaid and secured by the above deed of trust
'vhich is recorded in the Clerk's Office of the Circuit Court of
Mecklenburg County, Virginia, in Deed of Trust Book No. 17
at page 428 ; to sell the mortgaged premises consisting of 1,600
acres more or less bounded on the east by the Cannon's Ferry
Road, on the south by the Public R-oad paralleling the Virginia
and North Carolina State line, on the west by the Seaboard
Air Line Railway and Smith's Creek, and on the north by
the Roanoke River; to satisfy said indebtedness which is
in default as to both principal and interest; to procure an
ancillary injunction restraining the cutting of timber or removal of timber cut or uncut, pending a. sale; and to secure
the appointment of a receiver to take possession of and sell
such timber as has. already been cut, and, if later desired, to
take possession of all of the mortgaged premises pending a
sale thereof.
And affidavit having been made and. filed that the said W.
H. Dameron is not a resident of this State and that the said
Securities Holding Corporation is a· foreig11 corporation, it is
therefore ordered that the said non-resident and the said
foreign corporation do appear here within ten days after due
publication of this order, and do what is necessary to protect
their interests in this suit.
~

page 49 ~

FIRST REPORT OF RECEIVER.

Virginia:
In the Law and Equity Court of the City of Richmond.
FIRST REPORT OF RECEIVER.
Virginia Trust Company, trustee, etc., Plaintifl,

v.

W. H. Dameron, et als.~ Defendants.
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To the Honorable Beverly T. Cruinp, Judge of the Law and
Equity Court of the City of Richmond: ·
The undersigned George J. Shepherd, Receiver appointed
under decree of January 27th, 1927, executed before the Clerk
of the Court on January 31, 1927, the bond required of him
by said decree with Fidelity & Deposit Company of 1\Iaryland, a duly authorized surety company, as surety on Raid bond
and immediately thereafter entered upon his duties as Receiver.
·
On February 1, 1927, the Receiver went to the property of
Granite Hall Farms Corporation in J\fecklenburg County, Virginia, and to the mill site thereon where the lumber referred
to in the decree has been cut. The Receiver found one R. A.
Harris, 'vhose home is at :IVIacon, North Carolina, in charge
of the cutting of the lumber, and of the mill. With 1\Ir. Harris
the Receiver went over the woods and estimates that there
was 011 February 1st from 100,000 to 125,000 feet of logs cut
down which had not then been sawed into lumher. The Receiver also made an inventory of lumber which had hef:'n
sawed into lumber and was still on the said land, as follows:
No. of Pieces
301
9
2420
169
206
9351
1450

Size

Ft. per Pc.

2 x10 -10 to 16'
ll H
ll
2 x8H It
H
3 x4-

23-1/3'
20
13'
27'
834'
6'

4~x4~
~X 7

H

ll

ll

II

ll

u

4/4 Edge Box
4/4x8 " "

10'
Total:

Total feet in
each Size
7023'
180'
31460'
4563'
1751'
56106'
14500'
115,583'

The Receiver found that certain lumber cut from trees
standing 011 said land had been removed therefrom and was on
February 1, 1927, located at Paschall, North Carolina, on the
Seaboard Air Line Railway, an inventory of which
page 50 ~ is as follows:
No. of Pieces
148
82

Size

2x10-1o to 16
4~x4~
"
4/4 Edge Box

Ft. per Pc.~
23-1/3
27

Total feet in
each size
3453'
2214
3000'
8,667'
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Mr. Harris informed the Receiver that approximately 160,000 feet of lumber manufactured out of trees standing or
growing on said land had been by said Harris removed from
said land and shipped and sold, under the authority of one
-J. R. Paschall and with the approval and assent of one W. H.
Dameron, and under an agreement 'vhereby I-Iarris would
locate his mill on said land, manufacture the timber into
lumber, haul, load and handle the same, for :which he would
receive two-thirds of the net proceeds of sales and J. R.
Paschall 'vould receive one-third as payment for the stumpage.
The understanding of 1\tir. Harris was that Paschall would
pay the part of the proceeds which went to Paschall to Dameron.
The Receiver made an oral agreement with l\fr. Harris for
the manufacture into lumber of the logs now on said land
and the agreement so made has since been incorporated into
a 'vriting by the Receiver which on February 3, 1927, he
mailed to Mr. Harris 'vith the request that 1\tfr. Harris sign
and return a copy of the same. The writing so mailed to
Mr. Harris is as follows:
"February 3, 1927.
Mr. R. A. Harris,
Macon, N. C.
Dear Sir:
In line with conversation had with you Tuesday evening,
February 1st, 1927, it is understood and agreed that you will
l1aul to the mill and saw into lumber (into the same sizes
you are now cuffmgf all of the felled timber w·hich is no"~
lying on the ground of your present location on the property
of the Granite Hall Farms Corporation, and to rack and pile
the same on the mill yard at least 200 feet from
page 51 ~ the mill and in good condition, so that it 'vill dry
out properly. It is also agreed that you ~viii
, look after the lumber on the yard as well as that that is on
the railroad siding at Pascl1a·Il, N. C., and see that none of
it is removed by anyone.
In consideration of the above, I agree to pay you $9.00
per M feet for the sawing of the logs that arc now on the
ground, which payment is to be made after alf the log·s are
sawed, and it is understood that no more standing trees
are to be cut down ..
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Kindly sign and return to me one copy of this agreement
.
}{eeping the other for your own file.
Very truly yours,
Receiver.
Accepted

.................... ''

.. The reason that your Receiver made this agreement is
that the logs are not of value unless manufactured into
lumber and J\!Ir. Harris, having his organization complete and
his mill located on the land was in a position to do this manufacturing at a more reasonable price than the Receiver could
have had it done by anyone else.
The Receiver hopes to net approximately $700.00 out of the
proposed manufacturing operations covered by the contract
·with 1\fr. Harris ; he hopes· to net $1,900.00 from the lumber
already manufactured on February 1st; the Receiver does
not understand that he has anything to do with the 160,000
feet of lumber already shipped by Mr. I-Iarris or with the
proceeds of the sales of the same.
The Receiver has procured the issuance of a fire insurance
policy in the amount of $3,000.00, extending for a period of
four months, for a premium of $30.00, upon the lumber now
in his hands.
The Receiver respectfully requests that the Court approve
his actions as above set out, and enter a decree
page 52 } authorizing him 'vhen said Harris shall have complied with his contract for the manufacture into
lumber of the logs already cut down to borrow a sufficient
sum of money to pay 1\fr. Harris as well as to pay for said
fire insurance premiums, and any other actual expenses of
the Receiver which may have been incurred up to that time.
The reason for this request is that it will take several months
for the lumber to dry out and it cannot be sold until it has
dried out. It should not be necessary for the Receiver to
borrow more than $1,200.00 for the purposes mentioned.
Respectfully submitted this 12th day of Febmary, 1927.

GEO. J. SfiEPHERD,
R-eceiver.
page 53

~

A.nd at another day, to-wit: at a Law and Equity
Court held the 15th day of February, 1927:
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This day came George J. Shepherd the Receiver appointed!
nuder a decree entered herein on January 27, 1927, and qualified as Receiver on January 31, 1927, by executing the bond
required of him by said decree and filed with the Court his
first report as Receiver dated the 12th day of Febntary,
1927, in which report .he .showed that the had talwn possession of 124,250 feet of timber already sawed into pieces of
miscellaneous sizes and of a quantity estimated at from 100,000 to 125,000 feet of logs cut down but. not sawed into
lumber, and that he had made an. agreement with one R. A.
Harris whereby said Harris would haul to the mill located
upon the land men.tioned in said decree, and 'vouid saw into
lumber. the said logs·, and would rack and pile the same on
the mill yard at least 200 feet from the mill ·and in good
condition so that it would dry out properly and would at the
same time look after the 124,000 feet of lumber above re- ·
ferred to and see that none of it should be removed, in consi~eration of the payment of $9.00 for each 1,000 feet of lumber manufactured out of said logs; and that he had procured tl1e issuance of a fire insurance policy in the amount
of $3,000.00 covering said lumber; _and that he desired authority to borrow a sufficient sum of money to compensate
said Harris and to pay the premium on said fire insurance
policy and such other expenses as migi1t be incurred by the
Receiver in caring for said lumber and bringing the same
to a sale, not to exceed the snm of $1,200.00. In consideration
whereof, it appearing to the Court that the making of the contract with Harris, as reported by the Receiver, was essential
to the preservation of the logs, the sawing of which 'vas· the
subject matter of the contract, and to the realization of any
value therefrom, the Court doth confirm and approve th·e
action of the Receiver in making said contract and on tile
motion of said Receiver, and of the plaintiff by
page 54 ~ counsel it is adjudged, ordered and decreed as follows:
·
1. That George J. Shepherd, Receiver, do borrow so much
money not exceeding the sum of $1,200.00 as may be necessary to pay R. A. Harris for sawing into lumber the logos cut
down but not sawed into lumber on February I, 1927, and located on the land mentioned in the bill of complaint herein,
when said Harris shall have sawed said logs and performed
the othe.r obligations of his contract with said Receiver, and
to pay the premium on a $3,000.00 fire insurance policy covering said lumber, and other expenses which may be incurred
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by the said Receiver in the preservation of said lumber or
the bringing of the same to a sale.
.
.
2. The said Receiver shall execute such form of note for
said indebtedness as may be required by the lender, bea·ring
interest at the ·rate of 6% per annum, and payable not later
than six months after date.
3. The lender of said funds shall be in no wise obligated to
inquire as to the necessity for any loan applied for by the
Receiver or to see to the application of the proceeds of said
loan, and said lender shall have a claim prior to all other
claims thereon against the proceeds of the sale of the lumber
the sawing of which is the subject matter of the contract between said Harris and said Receiver, after the deduction from
said proceeds of the value of the logs before being sawed
into lumber, and for the re-payment not only of the principal
of his debt, but of all interest which shall accrue thereon up
to the time of re-payment.
4. The Receiver shall repay any funds borrowed hereunder
out of the first available funds in his hands, resulting from
·the sale of the lumber which is the subject matter of the contract between him and Harris.
page 55

~

And at another day, to-wit: at a Law and Equity
Court held the 26th day of February, 1927 :

This day came the plaintiff and all of the defendants by
counsel, and the plaintiff moved for the enlargement of the
period during which the injunction granted herein on January
27, 1927, should be effective, and it appearing that reasonable
notice was g-iven to all of the defendants of the time and
place for the making of said motion, and the court being of
opinion the motion should be granted, it is accordingly:
Adjudged, ordered and decreed that the period during-which
the injunction entered herein on January 27, shall be effective,
is hereby extended until the further order of the Court, subject however to the provisions of the decree entered on the
2nd day· of 1\.farch, 1927; it having been intended that this
order should be entered on the 26th day of February, 1927,
having been presented to the court on that day.
page 56 ~ · And at another day, to-wit: at a La'v and Equity
Court held the 2nd day of March, 1927 :
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This day came the plaintiff and also came Yv. H. Dameron,
Thomas Gresham, Angus 0. Swink, Florence P. Paschall.
Granite Hall Farms Corporation, Securities Holding Corporation and J. R. Paschall being all of the parties defendant
named in the bill of complaint, and the plah1tlff and all of
the defendants moved the Court to place tl1e cause on thP
argument docket as if fully matured as to all of the said
defendants and to set it for hearing- against ah of the said
defendants, in accordance with which motion the cause was
docketed and set for hearing as to all of said defendants. ~
Thereupon this cause came on this clay to be heard as to
all of the said defendants upon the bill of complaint and the
. exhibits therewith, filed at rules, the "first report of the Receiver dated the 12th day of February, 1927, and filed on February 15, 1927, the separate answers of all of the said defendants except Thomas Gresham and Angus U. Swink, and
the joint and several answer of said Thomas Gresham and
Angus 0. Swink, which were filed by leave of Court, and the
replication of the plaintiff to all of said answers, and a certified copy of the deed of trust mentioned in t.he bill of complaint, :filed by leave of Court, and was argued by counsel.
Whereupon by consent of the plaintiff and of all of said
defendronts, by counsel, it is adjudged, ordered und decreed:
1. The decree granting a temporary injunction entered on
,January 27, 1927, and the deere~ extending the period for
the duration of the same entered on ],ehruary 26, 1927, are
modified so that Securities Holding Corporation may proceed
in accordance with its contract with R-. A. I-Iarris, to cnt and
sa''T timber on the real estate described in the deed of trust
referred to in the bill of complaint up to A.pril 1, 1927, subject to, the proviso that he shall not cut more than
page 57 ~ 200.000 feet of timber and shall cut at such places
and in such manner as shall be approved by George
,J. Shepherd, Receiver.
2. Virginia Trust Company, which is not only the plaintiff
in this cause, but the trustee in the deed of trust mentioned
in the bill of complaint, is granted leave by. the mutual agreement of all parties hereto to sell all of the real estate conveyed by the deed of trust in one parcel upon the condition
that in selling the land it shall sell it subject to the condition
that possession is to be delivered on ,J unuary 1, 1928, and
that it will charge no commission for its services in making
said sale, and that the sale 'vill be made at once, which conditions are a part of the agreement of the parties.

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.

'99

3. The defendants, Thomas Gresham and Angus Q. Swink,
shall pay, so soon as tl1e amount of the same shall be ascertained, the compensation allowed to the .Receiver, George J.
Shepherd, and are also to repay to him any sums already expended by him other than sums already paid by him, if any,
to R.. A. Harris, under the contract mentioned in the first
report of the Receiver as made with Harris, and the said
defendants are .also to pay all expenses of the sale ·of the saiq
land.
4. George J. Shepherd, Receiver, shall deliver at once to
the defendant, Securities Holding Corporation, all timber and
lumber the possession of which has been taken by the Receiver under the decree of January 31, 1927, entered herein.
5. The defendant, J. R. Paschall, shall retain possession o·f
the real estate conveyed by the deed of trust until January
1, 1928, on or before which date he shall, without notice of any
kind being required, so to do, deliver possession thereof to
the then owner of said real estate, provided that during said
period of time expiring· January 1, 1928, the said Paschall
shall have possession of said real estate for the purposes
only of residing thereon and of farming- the tillable land by
l1imself and his tenants; but neither the said Paschall nor
his tenant shall have any rig-ht of emblements and until the
Rale of said real estate by Virginia Trust Company it and
its agent may go upon the said land to show it and the im. provements thereon to prospective purchasers, and
page 58 } any purchaser at that sale may go upon the land
for a similar purpose thereafter.
6. A face value of $3.{)00.00 of bonds or coupons out of the
$55.000.00 face value of bonds or out of the 170 coupons alleged
in tl1e biB of complaint to have·been transferred to Flor~nc-n
P. Pascl1al1 and Securities Holding Corporation in September, 1926, shall be filed by the holders of said bonds and
connons with the Clerk of this Court, who shall keep the same
in the iron safe in his offic.e and shall make a credit of $1,200.00
thereon in lieu of rent to ·be paid by said J. R. Paschall, and
a credit of $1,600.00 thereon as payment at $4.00 per 1,000
feet for lumber already cut from said real estate as alleged
in the bill of complaint, and a credit of $800.00 thereon for
lumber to be cut hereafter by Securities Holding Corpora~
tion under paragraph numbered 1 above.
7. All parties to this cause other than Virginia Trust

Com~

lOO
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pany, T:tlomas Gresham and Angus 0. Swink shall be deeme(i ·
to have released Virginia Tn1st Company, Thomas Gresham
and Angus 0. Swink from any and all claims which might
otherwis·e have existed against them for· damage$ arising ont
of the granting of the temporary injunction and the appointment of the Receiver herein and shall be bound to indemnify
said Virginia Trust Company, Thomas Gresham and Anguc;
p. Swink against all claims wh~ch may be made against them
and against the Receiver by any persons 'vhatever, on any
account so arising; this indemnity shall include all claims of
said R. A. Harris for payment under his contract with the
Receiver as reported by the Receiver to the Uourt and if
anything· shall have been paid hy the Receiver to said Harris
· the said silln of money shall be ascertained and an amount of the bonds or coupons. referred to in Paragraph 6 above, additional to the amount there stated, and equal to the amount
so paid ·by the Receiver to Harris shall be filed with the Clerk
of this Court who shall phtee the same in the iron safe in l1is
office,· and credit the same with the said amount 'vhereupon
the defendants, Thomas Gresham ·and Angus 0. Swink, shalt
pay an equal amount of money to the Receiver to reimburse
him on account of his said payment to said Ha:rris, and the
Receiver shall use the same to the extent necessary to repay
any monies horro,ved under the decree entered herein on February 15, 1927, and hold any residue pending the further
o1·der of the Court.
·
8. The Court retains jurisdiction of this cause, and over
all parties hereto.
page. 59 ~

·9. Virginia Trust Company shall make report oi
its actions hereunder and George J. Shepherd, Receiver, shall so soon as practicable make a final report of his
actions hereunder, and under previous decrees of the Court;
but the sale by Virginia Trust Company permission for which
is granted in Paragraph 2 above shall be made by it in ail
respects as an ex parte sale under the powers conferred by
the deed of trust and shall be proceeded with and consummated, if the trustee so elects, without reference of any
matter to this Court; the trustee is granted leave, however,
i~ its rep?rt to this Court, or by petition, to submit any questions which may arise with· regard to a settlement bv the
purchaser, or the distribution of the proceeds of. sale, to the
Court in this cause, for its decision.
10. This decree shall not be in any manner effective until
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the $3,600.00 face value of l1onds and coupon~ referred to
in Paragraph 6 above shall have been filed w1th th~ Cler~
of this Court.
page 60

~

Virginia :

In the Law and Equity Court of the City of Richmond:.
ANSWER 0~ W. H. DAMERON.
Granite Hall Farms Corporation, Securities Holding Corporation, J. R. Paschall, vV. H. Dameron, Thomas Gresham,
Angus 0. Swink, and Florence P. Paschall

ads:
Virginia Trust Company as trustee under a deed of trust
dated May 1, 1920, from Granite Hall Farms Corporation.
The separate answer of W. H. Dameron to a bill of complaint exhibited against him and others in the Law and Equity
Court of the City of Richmond in the State of Virginia by
Virginia Trust Company, a. corporation, as trustee unclel·
that certain deed of trust dated May 1, 1920, executed to said
Virginia Trust Company as such trustee by Granite . Hall
Farms Corporation:
This respondent, saving and reserving, etc., for answer to
the said bill of complaint, or to so much thereof as he is advised it is materia!' for him to answer, answering says:
This respondent has read the answer to be :filed in tllis
cause by the defendant, Grartite IIall Farms Corporation;
and, believing said answer to be true, he adopts all and singular the allegations thereof, so far as applicable to the
rights of this respondent as one of the defendants in this
cause.
Further answering, this respondent says that, as alleged
in the bill and in the ans,ver of the said Granite Hall Farms
Corporation, he loaned to the defendant, Securities Holding
Corporation, $40.000.00, with which to complete its payment
to the plaintiff of the amount due it on bonds of said Granite
Hall Farms Corporation Nos. 6 to 60 and interest coupons
thereto attached, and on January 10, 1927, the plaintiff ·delivered the said bonds and coupons to this respondent, and
this respondent no'v holds said bonds and coupons as collateral security for a note for $40,000.00 made and delivered
to him by said Securities Holding Corporation, evidencing
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the loan aforesaid so made by this respoudent to
said Securities Holding Corporation;
The cutting and manufacturing of the timber
mentioned in the hill and in the answer of said Granite Hall
Farms Corporation was done with the knowledge and consent of this respondent; and if, as alleged in the answer of tlJe
defendant, Granite Hall Farms Corporation, the note for $40,000.00 made by said last named defendant and secured as
a second lien in its deed of trust to the plaintiff as trustee
dated 1\{ay 1, 1920, is no longer a. subsisting debt, this respondent is the holder of all evidences of indebtedness of said
Granite Hall Farms Corporation, except bonds 1 to 5, if they
are still outstanding as unpaid obligations of said Granite
Hall Farms Corporation.
This respondent can see no occasion for the institution
of this suit, or for the awarding of the injunction or the
appointment of a receiver of the timber cut by the said Granite
Hall Farms Corporation, as prayed in the ol'iginal bill, or
for the appointment of a receiver of the said Granite fiall
Farms Corporation pursuant to the notice given by. the plaintiff that it will, on the 26th day of February, 1927, move this
Honorable court for the appointment of said receiver.
This respondent. therefore, prays that the injunction
a'varded the plaintiff on the 27th day of January, 1927, be
dissolved; that George L. Shepperd, ±he rccei ver appointed
by this- Honorable court on that clay be disclu1rgecl; that tbe
motion of the plaintiff to be made on the 26th day of February, 1927, for the appointment of a general receiver of
said Granite Hall Farms Corporation :be denied; and that
this suit be dismissed.
And now, having fully answered, this respondent pra_ys
to be hence dismissed with his costs in this behalf sustained.
And he will ever pray, etc.
page 61

~

'"· H. DAl\tiERON .
•J. H. BRIDGERS,
E. P. BUFORD,
Counsel for Defendants.
page 62. ~ State of North Carolina:
County of Vance: to-wit:
I, J. M. Peace, a notary public in and for the county aforesaid in the state of North Carolina, do certify that W. IL
Dameron, whose· name is signed to the foregoing answer,.

!
• I
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this day personally appeared before me in my county and
state aforesaid and made oath that the facts stated therein
.are true to the best of his knowledge and belief.
Given under my hand this 24th day of February, 1927.
J\.Iy commission expires on the 30th day of October, 1927.
J. ~f. PEACE,
(Seal)
Notary Public.
page 63
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VirginJa :
In the Law and Equity Court of the City. of
Richmond:
Granite Hall Farms Corporation, Securities Holding Corporation, J. R. Paschall, \V. H. Dameron,. Thomas Gresham~
Angus 0. Swink, and Florence P. Paschall,
ads:
..
Virginia Trust Company as trustee under a deed of trust
dated ~fay 1, 1920, from Granite Hall Farms Corporation.
ANS"\VER O:B' J. R. P .A.SOHALL.
'l he separate answer of J. R. Paschall to a bill of complaint
exhibited against him and others in the LRw and Equity Court
of the City of Richmond in the state of Virginia by Virginia
Trust Company, a corporation, as trustee under that certain
deed of trust dated May 1, 1920, executed to said Virginia
Trust Company as such trustee by Granite Hall Farms Corporation;
This respondent. sav"in~ and reserving, etc., tor answer
to the said bill of complaint, or to so much thereof as he is
advised it is material for him to answer, answering says:
'fhis respondent has read the answer of the defendant
G-ranite Hall ]'arms Corporation filed in this cause. He has
personal Jmowledge .of· the facts therein alleged and knows
said facts to ·be true; he, therefore, adopts all and singular
the allegations of said answer, as well as of the answers filed
in this cause by the defendants W. H. Dameron, Securities
Holding Corporation and Florence P. Paschall, all which answers he knows also to be true.
1
] urther answering said bill of eomplaint, this respondent
says that the bonds of the Sunbury Lumber Company and
'Of the Piedmont Power and Lig·ht Company and the note of
.:h~. I. Bugg aggreg·ating the par value of $80,000.00, deposited
·with the plaintiff, the ·virginia Trust Company, as collateral
security for his two notes for $15,000.00 each paya.ble re·
1
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spectively on the 1st day of May, 1923, and the 1st day of
May, 1924, were his. individual property and as such were.
pledged by him as collateral security for the payment of his
said notes, and that the note of the Granite Hall Farms Corporation for $40,000.00, was, as alleged in the anpage 64 ~ swer of the said Granite Hall Farms Corporation~
an acco·modation note made for his benefit by said
corporation, and said corporation received no consideration
therefor.
This respondent further alleges that he would not have entered into the agreement by which, as set forth in said answer. of the Granite Hall Farms Corporation, the defendants, Thomas· Gresham and .A. ngus: 0. 8wink, became the purchasers of said securities llllless the said Thomas Gresham
and Angus 0. Swink had promised and agreed that in consideration that this respondent would consent to the sale of
said securities so that they might become the purchasers.
thereof they would surrender for cancellation the note of
$40,000.00 made as aforesaid for the accontodat·im~ of this
respondent by the said Granite Hall Farms Corporation, as .
soon as the said Thomas Gresham and Angus 0 .. Swink should
realize from the other securities, which were the property of
this respondent, a sufficient amount to reimburse them for
the sums of money paid by them on account of the two notes
of this respondent for $15,000.00 each afor·esaid, the interest
on said notes and the interest required by the plaintiff t()
he paid on account of the· first mortgage bonds of the said
Granite Hall Farms Corporation then held by said plaintiff.
This respondent further alleges that the said Thomas Gresham and Angus 0. Swink have realized from the sale of the
Pi~dmont Power and Light Company bon4s $17,500.00, from
· the note of the said E. I. Bugg approximately $5,000.00, and
from the bonds of the Sunbury Lumber Company upon a
proper·settlement with this respondent $17,500.00, and having
received from those securities the amounts afor.esaid, the said
d~fendants Thomas Gresham and Angus 0. Swink have no
legal or equHable right to hold as a subsisting claim against
the Granite Hall Farms Corporation its note for $40,000.0
aforesaid, and have no right at law or in equity to proceed
themselves or to demand that the plaintiff as trustee under
the deed of trust executed to it hy the Granite Hall Farms
Corporation institute proceedings or proceed ex parte to
cause a· foreclosure of said deed of trust.
page 65. ~ This respondent alleges, in reply to paragraph
10 of said bill, that he cannot at this time say

·1
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whether bonds Nos. 1 to 5 of the Granite Hall Farms Corporation "rere delivered to him or not on or about the 19th day
of April, U}21, nor wliether said bonds were marked paid or
not. During the years 1920 and 1921 this respondent suffered from a. severe and protracted spell of illness, and for
many months his condition was critical. During that time
also his office was moved three times, and his papers were
scattered and disarrang-ed, and as a result this respondent
has not been able to locate said bonds, but he will make further effort and will produce said bonds if he can find th~m
and the court should so require; but, for reasons already set
forth, this respondent alleges that the plaintiff and the defendant Thomas Gresham and Angus 0. Swink, on whose behalf this suit appears to have been instituted, have no interest in said bonds and no rights to he affected whether said
bonds can be produced or not"; and, for the same reasons he
denies that said defendants have any legal or equitable right
to demand that this suit be instituted and maintained.
This respondent, therefore, prays that the injunction
a'varded the plaintiff on the 27th day of January, 1~27, be dissolved: that George L. Shepperd, the receiver appointed by
this Honorable court on that day be discharged; that the motion of the plaintiff to be made on the 26th day of February,
1927, for the appointment of a general receiver of said Gran. ite Hall Farms Corporation be denied; and that this suit be
clis:missed. ·
And now, having fully answered, this respondent prays to
be hence dismissed with his costs in this behalf sustained.
And he will ever pray, etc.

J. R,. PASCHAJ,L.
,J. H. BRID·GERS,

E. P. B.UE'ORD,
Counsel for Defendants.

page 66
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State of Virginia:
City of Richmond, to-wit:

I, E. M. Edwards, Deputy Clerk of the Law & Equity
Court of t.he City of Richmond, in the state of Virginia, do
·hereby certify that J. R. Paschall, whose name is signed to
the foregoing ans,ver, this day personally appeared before
me in my city and state aforesaid and made oath that the
facts stated therein arc true to· the best of his knowledge and
belief.
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Given under my hand this 26th day of February, 1927.
E. ~L EDWARDS,
Deputy Clerk Law & Equity Court of
the City of Richmond.
page 67
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Viirginia :
In the Law and Equity Court of the City of
Richmond:
Granite Hall Farms Corporation, Securities Holding Corporation, J. R. Paschall, vV. H. Dameron, Thomas Gresham,
Angus 0. Swink, and ] 1 lorence P. Paschall,
ads:

Virginia Trust Company as trustee under a deed of trust
dated May 1, 1920, from Granite Hall Farms Corporation.

ANSvVER OF GRANI'rE HALLB FARMS
CORPORATION.
The separate answer of Granite Farms Corporation to a
bi1l of complaint exhibited against it. and others in the Law
and Equity Court of the city of Richmond in the state of Virginia by ·virginia Trust Company, a corporation, as trustee
under that certain deed of trust dated 1\fay 1, 1920, executed ·
by said Virginia Trust Company as such trustee by said.
Grani1te Hall ],arms Corporation:
This respondent, saving and reserving, etc., for answer
to the said bill of complaint, or to so much thereof as it is
advised it is material for it to answer, answering says:
1-2-3. This respondent admits the allegations contained in
paragraphs 1, 2 and 3 of said bill, to be true.
·

4. This respondent denies that the defendant, Florence P.
Paschall, purchased any of the bonds of this respondent from
the plaintiff on or about September 25, 1926, as alleged in
paragraph 4 of said bill; on the contrary, this respondent
avers that the defendant, Securities IIolding Corporation, on
or about September 29, 1926, or immediately t.hereafter~ became the purchaser of bonds of this respondent Nos. 6 to
60 inclusive, secured by the deed of trust aforesaid bearing
date on the lst day of 1\iay, 1920, and aggregating $55,000,.
with·interest coupons attached to said bonds, as alleged in
said paragraph 4.
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This respondent further denies the allegations contained
in said paragraph 4 of said bill of complaint, that the consideration paid for said bonds and coupons was $25,691.49
of cash paid by Florence P. Paschall, and it alpage 68 ~ leges that said sum of $25,691.49 was money of the
said Florence P. Paschall on deposit with the said
Virginia Trust Company, the plaintiff herein, which was paid
to the Securities Holding Corporation by the said Florence
P. Paschall on account of 270 shares of stock of said Securities Holding Corporation purchased by her, and which sum
the said Securities Holding Corporation used, together with
the sum of $1, 755.90, paid by J. H. Bridgers, and $40,000 borrowed by said Securities I-Iolding Corporation from the defendant W. H. Dameron to pay for the bonds of this respond~
ent Nos. 6 to 60 inclusive, purchased by the said Securities
I-Iolding Corporation as aforesaid, and 'vhich bonds are now
held by the defendant W. H. Dameron as security for the
note issued by the said Securities Holding Corporation for
the said sum of $40,000 so loaned by him.
Further answering said paragraph 4 of said bill, this respondent denies that in the month of August, 1923, the plaintiff sold~ transferred and delivered to the defendants Thomas
Gresham and Angus 0. Swink the note of this respondent
secured by said deed of. trust for $40,000, as alleged in said
paragraph 4.
'rhe facts sho,ving the circumstances under which the defendants 'J~homas Gresham and Angus 0. Swink became the
pretended holders of the note for $40,000 'vill be hereinafter more fully set forth.
5-6-7-8-9. This respondent deems it unnecessary to answer
paragraphs 5, 6, 7, 8 and 9 of said hill, which purport to state
the plaintiff's construction of the terms of said deed of trust
bearing- date on the 1st da.y of May, 1920; it submits that the
plaintiff's interpreta.tion of said deed of trust as set forth in
said paragraphs is immaterial to the issues involved in this
cause and that i11sofar as the interpretation of said deed of
tL·ust may vary from the terms of said deed, or may be an
erroneous interpretation thereof, said interpretation is irrelevant inasmuch as the deed of trust itself, a copy of which
i~ filed with the bill as Exhibit .A, is conclusive evidence of
its own terms and is to be construed so far as necessary by
the court and not by the plaintiff.
page 69
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9. Tl1is respondent admits that the taxes for the
year 1926 on the land and improvements owned
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by it have not been paid, but this respondent does not know
the exact amount of said taxes, a:p.d so far as it may be material to any issue in this cause, it calls for proof thereof.
This respondent admits that neither the principal on the
bonds Nos. 6 to 60 delivered to the said vV. H. Dameron, nor
any of the coupons attached thereto, have been paid. This respondent, f{)r reasons hereinafter more fully set forth, denies
that there is any liability on it on account of either the prin-'
cipal or interest on the note for $40,000 mentioned in said
paragraph 9.
10. Tlll.s respondent has no information regarding the allegations contained in paragraph 10 of said bill. It had no
funds in April, 1921, with which .to have paid the sum of
$6,800.00 covering the principal of bonds Nos. 1 to 5, and the
interest mentioned in said paragraph 10. This respondent
alleges that the plaintiff as trustee in said deed of trust had
possession and control of ·the bonds Nos. 1 to 5 inclusive,
and should be able to say 'vhat di.sposition it has made of said
bonds _a11d whether the same have been marked paid or not.

11. This respondent admits that the plaintiff, as trustee in
said deed of trust, has from time to time made demands for
the payment of interest coupons falling due upon the bonds
·delivered by it to the defendant W. H. Dameron on J,anuary
10, 1927, and also for payment of the principals of said bonds
as they matured. This respondent denies that any demand
has been made, at any time before the institution of this suit,
by the plaintiff or by the defendants Thomas Gresham and
Angus 0. Swink, or either of them, for the payment of interest upon or the principal of the note for $40,000 mentioned in paragraph 11 of said bill; and it alleges that, for
reasons hereinafter more fully set forth there is no liability
on this respondent, on account of the said note, for either
tl1e principal thereof or any interest thereon.
This respondent further -alleges that the plaintiff has no
subsisting cause of complaint or of action on account of nonpayment at maturity of either the principal of said bonds or
the interest coupons attached thereto, for the reapage 70 ~ son that before the institution of this suit the plaintiff had received payment in full from the Securities Holding Corporation, or on its account, of the amount
of said bonds and all coupons a.ttached thereto, and the present holders of said bonds and coupons are making no complaint and in fact are opposed to this suit being instituted
and prosecuted.
.

Granite IIall Farms Qorp., et als., v. Va. Trust Co. Tr.

109

12. 'rhis respondent again admits that the taxes for 1926
have not been_paid. It admits that the insurance now being
carried by it on the improvements on its lands is· $15,000.00,
but tha.t is the amount suggested by the plaintiff,. without
regard to the covenant in the deed of trust, as being a _sufficient amount of insurance; and this suggestion was made by
the plaintiff while it was the holder of all the said bonds and
coupons. This respondent has no knowledge of any other
insurance being carried on its property. This respondent alleges that neither the plaintiff nor the defendants, Thomas
Gresham or Angus 0. Swink has any right to be affected by
the non-payment of taxes or the failure to carry· a greater
amount of insurance, because, for reasons hereinafter more
fully set forth, neit~er has any subsisting lien upon the property of this respondent, or any valid claim against it. In
fact insurance to the amount of $15,000.00 is all the insurance
stipulated in said deed of trust to be carried on said property.·
13. This respondm1t admits that at the time of the institution of this suit it had caused approximately 250 thousand
feet of lumber of a stumpage value of about $1,000.00, to be
manufactured from timber standing on its land. This timber
was cut for the purpose of raising funds with which to pay
taxes, insurance, repairs and interest on said bonds; and,.
for reasons hereinafter set forth this respondent-has violated
no rig·ht of the plaintiff or of any other person in causing said
timber to be cut and manufactured; and, in fact, the plaintiff
~uggested that this respondent cause its timber to be manufactured for the purposes aforesaid.
14. This respondent has no lmowledge respecting the matters and things alleged in paragraph 14 of said
page 71 ~ bill. It therefore neither admits nor denies that
demands in writing. were made by the defendants
. 1'homas Gresham and Angus 0. s,vink on the plaintiff to take
the action therein mentioned. This respondent therefore
calls for proof of the facts alleged in paragraph 14 of said
bill and of proof also of compliance by the plaintiff with all
pr9visions of the said deed of trust with respect to the acts
to be done by the plaintiff as pre-requisites to its right or
authority to institute or prosecute any suit against this re·
spondent.
15. This respondent regards it as immaterial for it either
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to admit or deny the matter of law or of legal construction of
the powers and duties of the plaintiff as trustee in said deed
of trust, contained in paragraph 15 of said bill. This re- .
spondent does not k11ow at this time who is the bolder of
bonds Nos. 1 to 5 or just "rhere said bonds may be found or
whether said bonds have been marked paid or not. It "rill
endeavor to find said bonds and in that event, if the court RO
require, will exhibit said bonds for any purpose tl1e court
may deem proper. This respondent reiterates its averment
that said bonds have not been paid with any of its funds, or
funds paid on its account.
Further answering the said bill of complaint, this respondent saYis that its note for $40,000.00 secured as a second lien
by the deed of trust executed as aforesaid by thfs respondent
to the plaintiff as trustee on 1\{a.y_ 1, 1920., "ras executed as
an acco1nodation to the defendant J. R. Paschall, and this
respondent received no consideration therefor aud that the
said defendants, Thomas Gresl1am and Angus 0. Swink, as
this respondent is informed, believes and, therefore, alleges,
obtained possession of its said note for $40,000.00 under the
following circumstances :
The said J. R. Paschall was indebted to the plaintiff, the
Virginia 'J.1rust Company, in the sum of $30,000.00, eYidenced
h~T tw.o notes of $15,000.00 each, maturing respectively oH
· 1\fay 1, 1923 and May l, 1924, and that the said J. R. Paschall had pledged w"ith the plaintiff as collateral for tho payment of said notes the following securities:
page 72

~

Bonds of the Sunbury Lumber Company of the par value of
$35,000.00
Bonds of Piedmont Po,ver and Light Company of
35,000.00
the par yalue of
A note of E. I. Bngg, of the par value of
10,000.00
The note aforesaid of this respondent, for
40,000.00

The said notes of $40,000.00 so executed by this respondent was, as hereinbefore alleged, made by it for the accom.odation of the said .J. R. Paschall, wl1o was then indebted to the
said plaintiff in a sum greatly in excess of $30.,900.00, -for
which the plaintiff held also other securities, and which total ind~btedness· of the said ,J. R. Paschall to the plaintiff before the time at which the said defendants, Thomas Gresham
and Angus 0. Swink, came into possession of this respondent's note for $40,000.0~, had been reduced by payments and
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application of proceeds of other securities to the sum of $30,
000.00, evidenced by his two notes aforesaid.
~ehis respondent is informed, believes and therefore alleges
that on and before the 21st day of August, 1923, the said J ..
R. Paschall had. extensive business dealings and relations
with the said Thomas Gresham and Angus 0. Swink; ·and
during the months of J·une, July and August, 1923, the said
.J. R. Paschall entered into negotiations with the said
Thomas Gresham and·Angus 0. Swink for the retirement of
his notes aforesaid aggregating $30,000.00, held by the plaintiff, and as a result of said negot1ations it was agreed that
the collateral securities then held by the plaintiff, to-wit, the
bonds of the Sunbury Lumber Company, the bonds of the
Piedmont Power ~nd Light Company, the note of E·. I. Bugg·
and the note of this respondent for $40,000.00 aforesaid
should be sold publicly at the office of Davenport and Company, a.t the city of Richmond, and tl1at said Thomas Gres11am and Angus 0. 8wink would become the purchasers of
said securities, but subject to the further stipulation a:nd
agreement that said Thomas Gresham and Angus 0. Swink
should surrender for cancellation this respondent's note
'aforesaid for $40,000.00 as soon as .they should realize from
the other securities, to-wit: the bonds of the Sunbury Lumber Company, tl1e bonds of the Piedmont Power and Light
Company and the note of E. I. Bugg, an amount sufficient to
reimburse them for the sums to be paid by them on account
of the two notes of said J. R. Paschall with inpage 73 ~ terest on the first mortgage honds of this respond.
ent then held by the plaintiff, and which the plaintiff required to be paid as a condition to its agreeing that
said securities might be so purchased by said Thomas Gresham and Angus 0. Swink.
~rhis respondent is informed, believes ·and, therefore, alleges that sajd J. R. Paschall would not have entered into said
agreement with said Thomas Gresham and Angus 0. Swink
unless it had made an express condition of said agreement
that the note of this respondent for $40,000.00 aforesaid,
should be surrendered for cancellation upon the terms aforesaid.
~Phis respondent alleges that the said Thomas Gresham and
...1\.ngus 0. Swink at the time of purchasing said bonds and the
note of said E. I. Bngg, regarded them as having, and said
:securities in fact had, a value far in excess of the notes of
said J. R. Pas<;hall 'vith 'vhich they were pledged, and the in-
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terest on said notes a11d the interest on the bonds aforesaid
of this respondent, and in order to procure the consent of
s·aid plaintiff to the .sale by which they might become the purchasers. they further agreed with the plaintiff to guarantee
that upon a foreclosure of the. deed of trust aforesaid to satisfy the outstanding first mortg·age bonds then held by the
plaintiff they would cause said land to bring at a sale thereof
at least $55,000.00, and oblig-ated themselves, in the event of
a sale of th~ land, to pay to the plaintiff at least $15,000.00
of said sum of $55,000.00 to he applied as a payment on said
bonds, the plaintiff being willing to carry the said land at a
valuation of $40,000.00 as security for ·said bonds.
This respondent further alleges that upon the full _payment by the Securities Holding Corporation on January 10,
1927, to the plaintiff of the full amount of the b-onds of this
respondent held by the plaintiff, the same Thomas Gresham
and Angus 0. Swink became released from further liabilit.};.
on said guaranty, and not until after that date did they ever
as.sert any liability on the part of this respondent or the said
J. R. Paschall on account of said note of this respondent f.or
$40,000.00. .
This respondent furth~r alleges that· said Thomas Gresham
·
and Angus 0~ Swink have realized ·from the bonds
page 74 ~ of the Sunbury Lumber Company and of the Piedmont P-ower and Light Company more then enough
money to reimhutse them for the amount paid by them in
settlement of the notes of J. R. Paschall and interest thereon
and interest on the bonds of this respondent accrued on August 21, 1923, and in accordance with the terms of the agreement afor~said there is no further liability against this re~
spondent on its note aforesaid for $40,000.00 and said note
constitutes no existing or subsisting lien on its land and
should be surrendered to this respondent for cancellation.
This respondent further alleges tha.t the plaintiff, in the
month of September, 1926, entered into the negotiations with
the Securities Holding Corporation and said W. H. Dameron, which were consummated -on January 10, 1927, by which
the Securities Holding Corporation paid the plaintiff for
the bonds and interest coupons of this respondent, and took
over said bonds and coupons as hereinbefore alleged; and
said plaintiff so well knew that the said note of this respondent for $40,000.00 should be cancelled and no longer consti~
tuted a lien that the plaintiff delivered the original deed of
trust to the said w·. H. Dameron and agreed to resign the
trusteespip created by said deed.
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This respondent adopts all and singular the allegations· of
the answers filed in this cause by the defendants, J. R. Paschall, W. H. Dameron, and Securities Holding Corporation,
insofar as the allegations contained in said ·answers are applicab~e to the rights of this respondent involved in this
cause, and, for the reasons set forth in this its ans,ver and in
the answers of said defendants, it respectfully submits that
it is not indebted to the plaintiff or to the said defendants
'rhomas Gresham and Angus 0. Swink.
·
This respondent, therefore, prays that the injunction
awarded the plaintiff on the 27th day of January, 1927, be
dissolved; that George L. Shepperd, the receiver appointed
by this Honorable court on that day be discharged; that the
motion of the plaintiff to be made on the 26th day of February, 1927, for the appointment of a general receiver of said
Granite Hall FarmH ·Corporation be denied; and
page 75 ~ that this suit be dismissed.
And now, having fully answered, this respondent prays to be hence dismissed with its costs in this behalf
sustained. And it will ever pray, etc.
·
GRANITE HALL FARMS CORPORATION,
By J. R. PASCHALL, Its President.

J. H. BRIDGERS,
E. P. BUF,ORD,
Counsel for Defendants.
State of Virginia:
City of Richmond: to wit:I, E. ~L Edwards, Deputy Clerk of the Law & Equity Court
of the City of R-ichmond, in the state of Virginia, do hereby
certify that J. R. Paschall, president of Granite Hall Farms
Corporation, whose name is signed to the foregoing answer,
this day personally appeared before me in my city and state
aforesaid and made oath that the facts stated therein are true
to the best of his knowledge and belief.
Given under my hand this 26th day of February, 1927.
E. M. EDWARDS,
Deputy Clerk Law & Equity Court of the
Qity of Richmond.
'·.
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Virginia:
In the Law and Equity Court of the City of
Richmond:Granite Hall Farms Corporation, Securities Holding Corporation, J. R. Paschall, W. H. Dameron, Thomas Gresham,
Angus 0. Swink, and Florence P. Paschall,
ads.:
Virginia Trust Company as trustee under a deed of trust
dated J\tlay 1, 1920, from Granite Hall Farms Corporation.

.ANS\VER OF FLORENCE P. PASCHALL.
'l'he separate answer of Florence P. Paschall to a bill of
complaint exhibited against her and others in the Law ·and
liJqnity Court of the City of Richmond in the State of Virginia by Virginia Trust Company, a corporation, as trustee
under that certain deed of trust dated ~'lay 1, 1920, executed
. to said Virginia 'l,rust Company as such trustee by Granite
Hall Parms Co1~poration:
This respondent, saving and reserving, etc., for answer
-to tl1P. said bill of complaint, or to so much thereof as she
is advised it is material for her to answer, answering says:
This respondent adopts all and singular. the allegations of
the answers severally filed by the defendant, Granite Hall
li,arms Corporation, Securities liolding Corporation, W. H.
Dameron and J. R. Paschall, so far as said answers are applicable to the rights of this respondent involved in this
cause.
This respondent is advised that, for reasons set forth in
said answers, which she hereby adopts as her own, the plaintiff has no cause of action and no legal or equitable right or
authority to institute, prosecute or maintain this
!Jage 77 ~ suit.
This respondent, therefore, prays that the injunction awarded the plaintiff on the 27th day of January,
1927, be dissolved; that George L. Shepherd, the receiver
appointed by this Honorable court on that day be discharged;
that the motion of the plaintiff to be m.ade on the 26th day
of February, 1927, for the appointment of a general receiver
of said Granite Hall Farms Corporation be denied; and .that
this suit l)e dismissed.
And no\v, having fully answered, this respondent prays to

·,
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be hence dismissed with her costs in this· behalf sustained.
And she will ever pray, etc.

~T.

FLORENCE P. PASCHALL,
By Counsel.

H. BRID·GERS,
E. P. BU:B,OHD,
. Counsel for Defendants.
page 78 ~ Virginia: In the Law & Equity Court .of the City
of Richmond. In Chancery.

Granite Hall Farms Corporation, Securities Holding Corporation, J. R. Pascha.ll, W. H. Dameron, Thomas Gresham,
Angus 0. Swink, and Florence P. Paschall,
ads.:
Virginia Trust Company as trustee under a deed of trust
dated May 1, 1920, from Granite Hall Farms Corporation.
ANSWER OF SEClJRITIES HOLDING CORPORATION.
The Securities Holding Corporation for answer to the bill
of complaint exhibited against it in the La·w & Equity Court
of the City of Richmond in chancery, says:1. That it is a corporation created, organized and existing
under the laws of the State of North Carolina.

2. That it adopts the answer of the Granite I{all Farms
Corporation filed in this cause so far as the same is aJPplicable to it.
And for further answer it says:
3. That it contracted with the Virginia Trust Co. to purchase the l!.,irst Mortgage bonds of the Granite Hall Farms
Corporation N.os. 6 to 60 inclusive, of the par value of FiftyFive Thousand ($55,000) Dollars, and On~ Hundred and
Seventy (170) unpaid coupons attached thereto, of the par
value of Five Thousand, One Hundred ($5,100), and in addition to the past due interest on the bonds a.nd coupons in
l\{arch 1926, but the transaction v,ra.s not completed until
about Sept. 30th 1926 at which time the total amounterl to
$67,445.88 and at which time it paid $27,445.88 in cash a.no
executed its note to W. H. Dameron for Forty Thousand
($40,000) Dollars payable on January lOth 1927 for the re·
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mainder, at which time said Dameron paid for the bonds and
coupons and received the same for this respondent, and
holds the same for the bal.a.nce due him.
4. That the Virginia Trust Co. in selling t4e First Mortgage Bonds of the Granite llall Farms Corporation made no
mention of the outstanding note of Granite Hall
page 79 ~ li'arms Corporation to this respondent and executed and delivered to this respondent its written
agreement to resign a.s Trustee under the indenture of l\{ay
1st, 1920, surrendered the Deed of Trust to the Securities
Holding Corporation, thereby admitting that it 'vas under
no duty or obligation with respect to any holder of the said
note of Forty Thousand · ($40,000) Dollars of the Granite
Hall Farms Corporation, and this respondent is informed,
believes and alleges that the ·virginia Trust Co. having been
a party to the agreement between Paschall a.nd Thomas
Gresham, and Angus 0. Swink as set out in the answer of
the Granite Hall Farms Corporation in this action, knew of
said agreement, and should have known that there was nothing due from the Granite Hall Farms Corporation on acP.Ount of Raid note.

5. That the First Mortgage Bonds and coupons, and deferred interest on the :b,irst Mortgage Bonds, or prior in
lieu on the property and improvements thereon of the
Granite lla.ll Farms Corporation to the note of Forty
Thousand ($40,000) Dollars now claimed to be held for value
by the said Thomas Gresham and. the said Angus 0. Swink.
This respondent is informed, believes a.nd alleges that its
debt secured by the .prior lien of the indenture referred to
in this bill as exhibit ''A'' is proba.bly more than can be realized at any public sale of the property under the terms of
this indenture without regard to whether bonds Nos. 1 to 5
are now outstanding and unpaid. This respondent has been
unaible to ascertain whether or not bonds Nos: 1 to 5 are now
outstanding and unpaid.
6. This respondent consented to the cutting of the timber
on the property on which it holds the first lien, in order that
funds might be secured to pay on the interest due it by the
Farms Corporation and in order that the farm tenements on
the premises might have much needed repairs made to them.
Respondent is informed and believes that there has been
·cut from the premises not more than 250,000 feet of stand-

·I
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ing timber, having an ·estimated value of approximately One
Thousand ($1,000) Dollars. This respondent as
page ?O ~ the holder and owner of the first mortgage bonds
will render an a:ccura.te account of all timber cut
from the premises without the intervention of this Honorable Court, its Receiver and the attendant expense of such
proceeding whenever, this respondent shall elect to have the
property foreclosed under the Trust Indenture securing the
first mortgage bonds which it holds.
7. This respondent is informed and believes that no de.
mand or request 'vas made upon any of the defendants named
in this suit, for information regarding the cutting of
the timber, the owership of the securities, or payment of
the Forty Thousa~1d ($40,000) Dollar note prior to the institution of this suit by the plaintiff fit the request of the said
Thomas Gresham and Angus 0. Swink.
8. This respondent protests against the useless and unnecessary expense which the said Thomas Gresham and .A.n6'11S 0. Swink have placed upon this respondent, and the other
defendants named, and the i'1~terferren.ce with the operation
of the saw mill, and the manufacture and sale of the lumber
and ~umbly prays the court that the said Thomas Gresham
and Angus 0. Swink may be taxed· with the entire expense
thereof.
9. Respondent is informed and believes that by interferring
with the manufacture of the lumber and the hauling thereof:..·
that the Granite Hall ],arms Corporation has been subjected
to a loss of about $30.00 a day by rea.son of the teams on the
farm being kept in idleness at a time when they could have
been profitably· engaged in hauling the manufactured lumber
from the saw miill to the railroad siding, and this respondent
prays that the said Thomas Gresham and Angus 0. Swink
may he adjudged to pay for the loss incurred by the institution of this unwarranted suit on a claim without merit or
equity.
Wherefore this respondent prays the Court:
1. That this action be dismissed as without equity or legal
right to maintain the same.

2. That the Virginia Trust Co. be decreed to have surren-
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page 81

~

dered its duty under tl1c Trust Indenture, and
without power at this time to exercise its duties,
rights or power containea in the Trust Indenture.

3. That all the cost of this suit be imposed upon and taxed
.against the said Thomas Gresham and Angus 0. s,vink, and
·that a decree declaring the same a judgment he entered in
the cause.

4. That the suit be dismissed as without equity.
5. That the injunction ·issued in this cause be dissolved.
6. That the Receiver be discharged at the expense of the
said Thomas Gresham and Angus 0. Swink, and that his compensation be adjudged against. them.
7. That the said Thomas Gresham and Angus 0. Swink
he required to bring the note of the Granite Hall Farms
Corporation into Court, surrender the same for cancellation
bv the Court and surrender the same to the Granite Hall
Farms Corporation.

8. That the loss of Granite Ha.IJ Farms Corporation in
its teams to remain idle, he ascertained and decreed
a liability of said Thomas Gresham and Angus 0. Swink.

ca.~sing

9. And for such other and further relief.
SJ1JCURITIES HOLDING CORPORATION,
By J. H. BRIDGERS, of Counsel.

.J. H. BRIDGERS,
E. P. BUFORD,
Counsel for Defendants.
State of Virginia,
City Richmond, To-wit:

J. H. Bridgers being duly sworn deposes and says that he
is President of the Securities Holding Cor.pora.tion, the re• spondent in the foregoing answer, and that he has read the
same carefully, and that the same is true of his own knowledge except as to the matters therein sta.ted upon informa-
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.
tion and belief, and as to those matters so stated he believes
to be true.

J. H. BRIDGERS.

page 82}

Sworn to and subscribed before me this the 26 day of Feb·
ruary, 1927.

E. M. EDWARDS,
Deputy Clerk Law & Equity Court of the
City. of Richmond.
page 83 ~ Virginia: In the Law and Equity Gourt of the City
of Richmond.
Virginia Trust Company, trustee, etc., Plaintiff,

v.

vV. H. Dameron et als., Defendants.
ANSWER OF THE l>EFENDANTS THOl\riAS GRESHAM
& ANGUS 0. SWINK.

The joint and several answer of Thomas Gresham and
Angus 0. Sw·ink to a bill of complaint filed against them and
other defendants in the Law and Equity Oourt of the City of
Richmond hy Virginia Trust Company, a corporation, as trustee under a deed of trust dated May 1, 1920 from Granite
Hall Farms Corporation.
These respondents reserving to themselves the benefit of
all just exceptions to the said bill of complaint, for answer
thereto, or to so much thereof as they are advised that it is
material that they should answer, answer and say:
1. They admit the truth of the facts stated in Paragraphs
1, 2, 5, 6, 7, 8, 9 (i. e. the first paragraph appearing in the bill

of complaint and so numbered) 11, 12, 13, 14 and 15.
2. They also admit the truth of aJl facts alleged in that
part of Paragraph 3 of the bill of complaint ending with but
including the guaranty hy J. R. Paschall of the payment of
the $40,000.00 note referred to in Paragraph 3.
3. They deny all of the facts alleged in the remainder of
Paragraph 3 of the bill of complaint which have reference to
the sale of certain bonds and coupons to the defendants,
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D,lorence P. Paschall and Securities Holding Corporation,
and insist upon strict proof of these facts, as to which these
respondents are not informed. It is true as alleged ill Paragraph 3 of the bill of complaint that in the month of August,
.1923, the plaintiff sold and transferred and delivered to these
respondents the $40,000 note referred to in Paragraph 3.
But it is not true that at that time no interest had been paid
upon said note since when the note was sold and
page 84 ~ tra.nsferr.ed and delivered to these respondents it
bore a memorandum on the back of it that interest
to August 16, 1923 had been a~justed to the satisfaction of
Virginia Trust Company, from which corporation these re.spondents bought said note.
4. These respondents deny so much of that paragraph of
the .bill of complaint which is numbered 9 (i. e. the second
paragraph of the bill of complaint 'vhich is so numbered). as
alleges that none of the 170 coupons therein referred to have
been paid .and that none of the bonds Nos. 6 to 60 therein
referred to have been paid, and these respondents insist upon
. strict proof of these facts. The balance of this paragraph is
admitted to be true.
·
5. These respondents deny that any doubt e.x..lsts as to
whether the principal amount due .on bonds Nos. 1 to 5, re·ferred to in Paragraph 10 of the hill of complaint has been
paid and deny the facts alleged in Paragraph 10, and insist
upon strict proof thereof.
6. While in a general way the allegati9ns of Paragraph
11 of the bill of complaint are true, and they have been generally admitted to be true above in this answer, the allegations of Paragraph 11 are not precisely accurate. These respondents have not attempted to collect from anyone interest upon the $40,000.00 note mentioned in Paragraph 11 accruing prior to August 16, 1923. Neither is it true tha.t interest· prior to August 16, 1923 is now due and payable upon
said $40,000.00 note since at the time of its acquirement by
these respondents it 'vas marked to show the adjustment of
all interest accruing up to August 16, 1923.
.
..
7. Further answering the allegations of the hill of complaint these respondents allege that they are bona fide holders for a valuable consideration of the $40,000.00 note mentioned in the bill of complaint, and that they acquired the
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same before its maturity, and without notice of any defect
in title of the seller, or of any equities existing between the
seller and any persons or corporations liable for the payment
of said note, or in any manner-interested in the property securing the payment of the same, and that they now
page 85 ~ hold full title in law and equity to said note.
These 1'espondents join in the prayers in the bill
of complaint and spee.i:fically request that a reasonable and
proper counsel's fee may ~be allowed to them for the defense of this suit.
And now, having fully answered the bill of complaint these
respondents pray that when all the prayers of the hill of .complaint shall have been granted, and the real estat~. described
therein shall have been sold and the proceeds distributed,
these respondents may be hence dismissed. with their reasonable costs by them in this behalf expended.
THOMAS GRESHAM and
ANGUS 0. SWINI{, Defendants.
CHRISTIAN & BARTON, p. d.
page 86

~

And at another day, to-wit: at a Law and Equity
Court held the 2nd day of May, 1927 :

This cause came on to be again heard upon the papers formerly read, and upon the report of the Virginia Trust Company, as Trustee, etc. d~ted .AJpril15, 1927, and affidavits of
,John C. Easley and R. H. Bruce exhibited therewith, which
report and affidavits are hereby filed, which report shows
the sale to A. 0. Swink and Thomas Gresham for EightyFour Thousand Five Hundred Dollars ($84,500.00) of the
property in the bill and proceedings herein described; and
was argued by co11nsel.
On consideration whereof, it appearing rom the Bill of Complaint and the answers of the defendants Granite Hall Farms
Corporation, ·Securities Holding Corporation, W. H. Dameron, J. R. Paschall and Mrs. Florence P. Paschall that the
defendant .Secnrities Holding Corporation is the owner and
holder, subject to a lien thereon in favor of the defendant W.
H. DamP-ron of Bonds Nos. six (6) to sixty (60) both inclusive, and of the one hundred and seventy (170) coupons at
tached thereto and described in the bill of complaint; and it
fnrther appearing that one hundred and twenty (120) of said .
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coupons have been filed with the Clerk of this Court pursuant to the decree entered herein on 1\Iarch 3, 1927; and it further appearing, that excluding for the present the credit of
Thirty-Six Hundred Dollars ($3,600.00) and interest from
l\{a.rch H. 1927, .to be made upon the debt evidenced by said
bonds and coupons, pursuant to said decree of March 3, 1927,
·therein due thereon the sum of },ifty-Five rrhousand Dollars
($55,000.00) on acconnt of principal, and the sum of ~ir
teen Thousand Two Hundred Dollars ($18,200.00) on account
of interest on principal to l\iay 1, 1927, and the sum of One
·Thousand ~rhree Hundred Eighty-Six Dollars ($1,386.00) on
account of interest on· interest to 1\tfay 1, 1927, and it further appearing from statements of the plaintiff exhibited
in open court that there is further due to the holders of said
bonds and coupons the sum of One Hundred Sixty-Two Dollars ($162.00) on account of fire insurance premiums, paid
for insurance upon the improvements on real estate conveyed by said deed of trust, and Twenty-~One Dolpage 8'7 ~ lars and Ninety-Seven Cents ($21.97) on account
of interest thereon from the date of said payments
·to May 1, 1927, so that after charging the holder of said
bonds with said Thirty-Six I-Iundred Dollars ($3,600.00) and
interest thereon from· March 3, 1927 to l\1ay 1, 1927 of ThirtyFour Dollars and Eighty Cents ($34.80), there remains due
to the holder of said bonds and coupons the sum of SixtyS1x Thousand One Hundred Thirty-Five Dollars and Seventeen Cents ($66,135.17); and it further appearing from the
said report of Virginia Trust Company and affidavits that
the holder of sa.id bonds may have cut from the real estate
described in said deed of trust several hundred thousand feet
of timber in addition to the six hundred thousand (600,000)
feet for the cutting of which it was charged Twenty-Four
Hundred Dollars ($2,400.00) under the said decree of l\1:arch
B, 1927, the court doth adjudge, order and decree.
1. The Clerk of this Court shall deliver to the plaintiff,.
Virginia Trust Company, the one hundred and twenty (120)
coupons deposited 'vith him under said decree of March 3,
1927.

2. The defendants Securities Holding Corporation and W.
H. Dameron shall deliver to tl1e·plaintiff, ·virginia Trust Company, he bonds Nos. six {6) to sixty (60) inclusive and the
rema.irung fifty (50) coupons held by them, and originally attac-hed t.o said bonds.

·

I

Granite liall Farms Corp., et als.,

v. Va. Trust

Co. Tr.

123

3. Virginia Trust Company shall notify the defendants
.Agnes 0. Swink and Thomas Gresham immediately when
Paragraphs 1 and 2 hereof have been complied with.
4. The defendants Angus 0. Swink and Thomas Gresham
as purchasers of the real estate, at the ·sale on ..A.pril12, 1927,
by the plaintiff pursuant to said decree of 1\<Ia.rch 3, 1927 at
tlw price of Eighty-],our Thousand Five Hundred Dollars
($84,500.00) are entitled to a deed upon paying the balance
of the purchase money with interest from such time as may
be hereafter decreed they having now paid as shown by the
said re-port only the · sum of One Thousand Dollars
($1,000.00) which was paid April 12, 1927; the said Angus 0.
Swink .and ~ehomas Gresham shall, so soon as they are advised by Virginia Trust Company of compliance
page R8 ~ with Paragra.ps 1 and 2 hereof, pay to Virginia
·
Trust Company the sum of Sixty-Two Thousand
Six Hundred Thirty-Five Dollars and Seventeen Cents ($62,·635.17) plus interest from May 1, 1927, to date of ·payment;
and shall execute and file with the Clerk of this Court a bond
t.o the plaintiff for a sum equal to the difference between
. Eighty-Three Thousand },ive Hundred Dollars ($83,500.00)
(their purchase price less One 'l,housand Dollars ($1,000.00)
1wretofore paid) and the sum paid under this decree conditioned upon their paying the balance of said purchase money
and the intr.re~t thereon, if any, hereinafter adjudged to be
pnyable, when and if ordered so to do by this court or such
part of said balance of purchase money, if any, and interest,
if any as it it shall be decreed is paya~le to persons other
than said defendants Angus 0. Swink and Thomas Gresham,
and with surety approved by the Clerk of this Court.
5. The plaintiff, Virginia Trust Company, shall deliver said
sum so paid hy t.he defendants Angus 0. Swink and Thomas
Gresham and the sum of One Thousand Dollars ($1,000.00)
previously paid by them, to the said defendants, Securities
HoldinP; Corporation and W. H. Dameron, who shall give Virginia Trust Company a joint receipt therefor; and said plaintiff shall thereupon mark paid all of said bonds and coupons
except Bonds Nos. 6, 7 and 8; and upon these three bonds it
shall make a credit of the payment of interest thereon up to
the elate of said payment made by the defendants Angus 0.
S"rink and Thomas Gresham, and upon Bond No. 6 it shall
Jnake a c.redit of the payment of Five Hundred Dollars
($500.00) of the principal thereof; and it shall then file sa.id
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three bonds with the Clerk of this Court, along with a report
of its ar..tions under this decree.
6. ~rhe Clerk of this Court shall receive and file the bond of
the defendants Angus 0 .. Swink and Thomas Gresham and
shall receive from Virginia Trust Company and keep in the
iron safe iu his office the Bonds Nos. 6, 7 and 8.
7. The plaintiff, Virginia Trust Company, shall execute and
deliver a deed of conveyance of the real estate
page 89 ~ sold to the defendants Angus 0. Swink and
1,homas Gresham, to them or their assignees, upon
the payment by them to Virginia Trust Company at any time
of the balance of purchase money due by them, without interest, and shall look to the security of the bond mentioned
in Paragraph 4 hereof for the discharge of any liability of
said Agnes· 0. Swink and Thomas Gresham on account of interest thereon.
8. This cause is hereby referred to one of the Master Commissions in Chancery of this Court, with direction to ascertain and report as fo1lows:
(1) The unpaid lien debts upon the property involved in
these proceedings, the amounts thereof, their respective order of priority, and the persons entitled to payment thereof;

(2) The quantity of timber that has ·been cut from the said
prope!ty, the value thereof, the amount and disposition of the
proceeds therefrom, and the credits, if an, which should be
made upon the unpaid lien debts on account of the value of
timber so cut or of the damage to the freehold thereby •
caused;
·
(3) A scheme of distribution of the ru1distributed proceeds
·
from the sale of_ the said property;
(4) Any other matters d~emed pertinent to this cause as
are required to be stated by any party in interest.
And the said Master Commissioner shall give notice of the
time and place for the execution of this· order :by ten days
written notice to counsel of record.
Ana the said Master Commissioner shall report to this
Court how he has executed this decree.
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9. Upon compliance by the defendants Angus 0. Swink
and Thomas Gresham with Paragraph 4 of this decree, the
said Virginia Trust Company, plaintiff, shall report the purchase of the said property by the said defendants Angus 0.
Swink and 'l'homas Gresham to the company or companies
insuring the improvements on the said property and shall
cause to be attached to the fire insurance policy or
page 90 ~ policies rider or riders setting forth the interest
of the said Swink and Gresham in the said property and shall deposit the said policy or policies with the
Clerk of this Court to be by him. kept in the iron safe pendhlg further decree herein.
·

a

1~RUSTE}J'S

SALE OF VALUABLE FAR~f. LAND AND
TIMBER LAND ·WITH ·SUBSTANTIAL RESI-

page 91 }

DENTIAL IMPI~OVEMENTS IN
IN ~f.EOI(TJENBURG
COUNTY, VIRGINIA.

·Notice is hereby .given that pursuant to the terms of a
certain deed of trust dated May 1, 1920, from Granite Hall
Farms Corporation to the undersigned, which deed of trust
is recorded in Deed of Trust Book No. 17 at page 428, in the
()l~rk's Ofiice of the Circuit Court of !!Iecklenburg County,
Virginia, the trustee has been required to sell and will sell
at public auction, in front of the Courthouse at Boydton,
1f[ecklenburg- County, Virginia, at 2 o'clock P~ M.., on Tuesday, April 12, 19·27 certain real estate, together with all the
rights and appurtenances thereunto belonging, and the buildings and improvements thereon erected and placed, described in said deed of trust as follows:

''All that certain tract of· land situate in Mecklenburg
County, Virginia, containing 1,600 acres, more or less, with
the improvements thereon and more fully described as follows:
·
Bounded on the east by the Cannon's Ferry Road, on the
south by the Public Road paralleling the Virginia and North
Carolina State line, on the west by the Seaboard Air Line
R.ailway and Smith's Creek, and on the north by the Roanoke River.
~rhe above described property is a part of the same property conveyed to Gran~te Hall Farms Corporation by J. R ..
P!J.schall, by deed bearing date -on September 30, 1912, and
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duly recorded in the Clerk's Office of the Circuit Court of
Mecklenburg County, Virginia, in D. B. 75, page 363.''
TERMS: CASH. P08SE.SSION JANUARY 1ST, 1928.
VIRGINIA TRUST CO!iPANY Trustee
page 92 } CERTIFICATE OF PUBLICATION.

. I, R. B. Huber, do hereby certify that an advertisement of
Auction Sale-Virginia Trust Co, Trustee was published in
the
edition of the RICHMOND TIMES-DISPATCH, Richmond, Va., as per specifications below.
Date of Issue 1\IIa.r

7-11-14-18-21~25-28

Apr. 1-4-8

I:Ieading of advertisement Trustees' Sale
On Page

Classified

Dated at Richmond, Va., this 8th day of April 1927
R. B. HUBER
Business !Igr.
(On reverse side)
We have this 12th day of April, 1927, purchased the within
described property on the within terms for $84,500.00.
A 0 SWINI{
THO!£AS GRESHAM

·virginia: In the Law and Equity Court of the City of Richmond.
Virginia Trust Company, Trustee, etc., Plaintiff,
V,

W. H. Dameron, et als., Defendants.
REPORT OF TRUSTEE.
'ro the Honorable Beverley T. Crump, Judge of the La-w
and Equity Court of the City of Richmond:
In pursuance- of the provisions of the decree entered in
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the above entitled cause on the 3rd day of March, 1927, and
the leave given therein to the undersigned, as Trustee under
a deed of trust dated May 1, 1920, from Granite Hall Farms
Corporation, to report to the Court its action unpage 93 ~ der tl1e said trust, and to submit to the Oourt any
·
questions which have arisen 'vith regard to a settlement by the purchaser or the distributions of the proceeds
of sale, for the decision of the Court, the undersigned re·
spectfully lreports:
In accordance with tl1e provisions of the deed ·of trust and
decree aforesaid, the undersigned advertised the property
described in said trust for sale at 2 P. M., April12, 1927, for
-cash in front of the Court House at Boydton, Virginia, twice
a week for at least four successive weeks, beginning March
7th, and ending April 8, 1927, in the Times..:Dis·patch, a newspaper published in the City of Richmond, Virvinia, as will
more fully appear from the copy of the advertisement and
certificate of publication attached hereto.
The property was exposed for sale in accordance with the·
terms of the said advertisement on the day specified and
after the same had been cried for some time the property
'vas knocked. down to A. 0. Swink and Thomas Gresham for
the sum of $84,500.00, that being the highest bid received and
all other bidders present then bidding having publicly de.clined to tnake· further bids. Whereupon the said A. 0 .
.Swink and Thomas Gresham ackno,vledged in writing their
pnrcha::;e of the property as will more fully appear from
their written acknowledgment on the back of the certificate
of publication, and paid the undersigned the sum of $1,000.00
on account of the purchase price. The said purchasers, being the holders of the secondarily secured note of the Granite
Hall Farms Corpoi'ation for the sum of $40,000.00, mentioned
and referred to in the bill and proceedings in this suit, havP.
stated to the undersigned that, after the .payment of the
amount due upon the unpaid first secured obligations, (se·
-cured under the said deed of trust) they would have the right
to retain the balance of the proceeds of said sale, as a. credit
uopn their said note, and that, until such amount has been
ascertained and determined, they ought not to be required
. to make any further cash payment to the undersigned; accordingly, this circumstance is reported to the Court, and the
undersigned prays that it may be further instructed thereon.
The undersigned is also in doubt as to. the per.page 94 ~ sons who are entitled to the proceeds of sale and
the amounts in which they are entitled to partici-
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pate therein and prays the decision of this Court thereon.
It has been suggested to the undersigned that timber in
excess of the amount stipulated in the decree aforesaid has
been cut, manufactured and marketed and that the proceeds
therefrom have been and/or will be retained by one or more
of the owners of the bonds secured by the trust aforesaid as
a .first or prior lien on the property and .timber therein described, and that the value of the timber should be credited
on the debt evidenced by the said bonds. As to this also the
undersigned prays the decision of the Court~
. Wherefore the undersigned· renews the prayers of the bill
of cpmplaint and -specifically prays that this cause may be
referred to a Commissioner in Chancery of this Court who
sha~l be directed to ascertain and report the liens upon the
property involved in these proceedings, the amounts thereof ·
and their order of priority; the person or person entitled
to the purchase money from the sale of said real estate; the
amount or amounts to be credited upon the lien debts aforesaid by reason of the timber cut and/ or sold; and any other
matters deemed pertinent to this cause or required to be
stated by any part in interest.
VIRGINIA TRUST COMPANY,
By R. B. WATT, Asst. Seey.
Trustee.
. page 95
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Virginia: In the Law and Equity Court of the City
of Richmond.

Virginia Trust Company, Trustee, etc.; Plaintiff,
vs.
W. II. D~eron, et als., Defendants.
AFFIDAVIT.

..

....

- ..

· ..

~

-~. ·-···~

.....

---

State of Virginia,
City of Richmond, To-wit:
The undersigned, John C. Easley, having first been duly
sworn doth now make oath and say: That he is a resident
of ·the City of Richmond, Virginia, and experienced in appraising real estate and timber land; that on the 7th day of
April, 1927, he in company with George J. Shepherd and R.
H. Bruce visited the property of the Granite Hall Farms
Corporation for the purpose of appraising it for Messrs. A.
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0. Swink and Thomas Gresham, two of the defendants in the
above entitled cause; that he in company with Messrs. Bruce
and Shepherd went all over the property and ov~r the timber, giving particular attention to that portion of the timber
land which had been reeently cut down and was then being
manufactured into lumber and hauled away; that he estimates
that approximately 100 acres had been cut over and from the
appearance of the stumps, the down timber, the sawed lumber a.t the mill seat, and the sawdust pile, he is of the opinion
that at least one million· feet of lumber had been cut down
and had been or was at the time of his visit being manufactured into boards and other merchantable lumber~
And further this affiant saith not.
JNO. C. E:A.SLEY.
S\vorn to and subscribed before me this 25th day of April,
1927.
A. T. HARVIE,
Notary Public.
My commission expires the 27 day of Sept.· 1930.
.

page 96

~

.

Virginia: In the I.Jaw and Equity Court of the City
of Richmond.

Virginia Trust Company, Trustee, etc., Plaintiff,
vs.
\V. B. Dameron, et als., Defend.ants.
AFFIDAVIT.
$tate of Virginia,
City of Richmond, Tc>-:\vit:
':rhe undersigned, R.. H. Bruce, having first been duly sworn
doth now make oath and say: that he is a resident of the.City
of Richmond, Virginia, and experienced in appraising real
estate and timber land; that on the 7th day of April, 1927, he
in company with George J. Shepherd and John C. Easley•
visited the property of the Granite Hall Farms Corporation
for the purpose ·of appraising it for ~fessrs. A. 0. Swink and
':rhomas Gresham, two of the defendants in the above entitled
cause; that he in company with Messrs. Shepherd ·and Easley
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went all over the property and over the timber giving particular attention to that portion of the timber land which had
been recently cut do'vn and was then being manuf~ctured
into lumber and hauled a'vay; that he estimates that approximately one hundred acres had been cut over and from the apperance of the stumps, the down timber, the sa,ved lumber
at the mill seat, and the sa.,Ydust pile, he is of the opinion that
at least one million feet of lumber had been cut do'vn and had
been or 'vas a the time of his visit being manufactured into
boards and other merchantable lumber; that on the- day of
April, 1927, in company with l\.fr. R. H. Bruce of Richmond,
he again visited the property for the purpose of making a
more accurate determination of the amount of timber which
had been cut down; that there remains in the yard
feet
of timber, the remainder having been shipped away; that the
persons in charge of the sawmill operations refused to give
him the amount of lumber that had been shipped away, but
this second inspection confirmed his previous estimate that
at least one million feet of timber had been cut down.
And further this affiant saith not.
page 97 ~

R. H. BRUCE.

Sworn to and subscribed before me this 26 day of April,
19?.7.

ELIZABETH C. BRUCE,
Notary Public.
My commission expires the 7th day of l\iarch, 1931.
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And at another day, to-wit: at a Law and
.Equity Court held the lOth day of l\{ay, 1927:

This day came the defendants Angus 0. Swink and rrhomas
Gresham and offered to execute and file with the Clerk of the
Court the bond required of them by paragraph 4 of the decree entered herein on May 2, 1927, and the Clerk of Court
requesting that the form be approved, and the bond being approved as to form by counsel for all defendants otl1er than
said s,vink and Gresham, the fo.rm of said bond is approved,
and the Clerk is ordered to permit its execution and filing,
when executed by said Swink & Gresham and by a· surety approved by the Clerk, and Mr. Edgar Allen Jr being offered
as surety on said bond the Court considers the surety and
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directs the Clerk to allow the bond to be executed and filed
with him as surety.
page 99
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And at nnotl1er day, to-wit: at a Law and
Equity Court held the 7th day of June, 1927:

This cause came on to be again heard this day upon the
papers formerly read, upon motion of Virginia Trust Company, Trustee, by counsel for leave to file its report and upon
the motion of George J·. Shepherd by counsel for leave to
file his :final reort as Receiver, and was argued by counsel;
Whereupon it is adjudged, ordered and decreed that the
said reports be and the same are accordingly :filed.
page 100
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Virginia: In the Law and Equity Court of the
City of Richmond.

Trust Company, Trustee, etc., Plaintiff,

v.
\Y. H. Dameron, et als., Defendants.

FINAL R.EPORT OF RECEIVER.
To the Honorable Beverley T. Crump, Judge of the Law and ·
Equity Court of the City of Richmond:
The undersigned, George J. Shepherd, Receiver appointed
'intder decree of January 27, 1927, respectfully submits his
·
final report.
'l1he Receiver, since his first report filed on the 3rd day of
February, 1927, made four visits to the property in connection with his duties, on the following dates: Feb. 1st, Feb.
15th, Feb. -? about the 28th, and M~arch 29th, 1927.
The visit of Mar. 29th, 1927, was made for the purpose of
complying with the directions to the Receiver contained in
the decree of ~{arch 2nd, 1927. When he arrived at the property he found that R. A. IIarris had already begun to cut the
additional 200,000 feet without waiting for him to designate
the place and the manner at which and in- which the said cutting would be done. However, tl1e Receiver approves the
place of cutting and believes that more than 200,000 feet has
been cut. The Ueceiver in accordance with the decree of
March 2nd, 1927, delivered to the Securities Holding Corporation through R. A. Harris all timber and lumber the pos-
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session of which he had taken under decree of January 27,
1927.
As previously reported the Receiver has incurred a liability
of $30.00 for insurance premium and there is. due the Receiver for his services for four and one-half days at $25.00
a day, the sum of $112.50.
The Receiver having performed all his duties now requests
that he and the surety upon his bond be discharged.
Respectfully submitted.
GEO. J. SHEPHERD, Receiver.
page 101
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Virginia,
ln the Law and Equity Court of the City of

Ricmond.
Virginia Trust Company, rrrustee, etc., Plaintiff,
vs.
'Y. H. Dameron, et als., Defendants.
T'o the Honorable Beverley T. Crump, Judge of the Law and .
Equity Court of the City of Richmond:
Pursuant to the requirements of the decree entered in the
above entitled cause on the 2nd day of May, 1927, the Virginia
Trust Company, Trustee, and Plaintiff therein, reports its
actions under the said decree as follows:
1-That it duly applied for and received of and from the
Clerk of this Court the 120 interest coupons of the Granite
Hall Farms Corporation, deposited with said Olerk under the ·
decree entered herein on the 3rd day of March, 1927; and that
. the Defendants, the Securities Holding Corporation and W.
H. Dameron thereafter delivered to it the bonds Nos. 6 to 60,
inclusive, and the remaining 50 of said interest coupons, of
the said Granite Hall ~.,arms Corporation; and tl;tereupon
the Virginia Trust Company notified the d-efendants, Angus
0. Swink and Thomas Gresham, that the foregoing requirements had been COIQ.plied with.
2-That thereafter, on the lOth day of May, 1927,. the said
Angus 0. Swink and Thomas Gresham paid to the Virginia
Trust Company the sum of $62,635.17, plus the sum of $93.95,
being interest on said sum from the 1st day of May, 1927 to
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the date of such payment; and that on the said lOth day of
1\'lay, 1927, the Virginia Trust Company paid to the said
.Defendants, the Securities !folding Corporation and W. H.
Dameron the sum of $68,729.12, being the amount of interest
and principal paid to the Virginia Trust Company by the said
1\ngus 0. Swink and Thomas Gresham,' as aforesaid, plus
the sum of $1,000.00 previously paid by them, and took from
the said Securities Holding Corporation and W. H. ·Dameron
a joint receipt for the said sum of $63,729.1.2, the which receipt is attached hereto as a part of this report.
page 102
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3-Th at thereupon ·the Virginia Trust Company marked paid and cancelled bonds Nos. 9 to
60, inclusive, and also marked paid and cancelled all of the
above mentioned 170 interest coupons; the Virginia Trust
Company also entered and certified in writing, on the back
of bonds of said issue Nos. 6, 7 and 8, the fact that interest
thereon has been paid to the lOth day of May, 1927; and also
entered apd certified, on the back of bond No. 6, the fact that
a credit payment of the sum of $500.00 has been made upon
the principal thereof, as of the lOth day of May, 1927.
4-That thereupon the Virginia Trust Company filed the
said 3 bonds Nos. 6, 7, and 8 with the Olerk of this Court.
All of which is respectfully submitted and reported, this
the 16th day of May, 1927.
·viHGINIA TRUST COMPANY,
By L. D. AYLETT, Secretary.
page 103}

VIRGINIA TRUST COMPANY
RICHMOND, VA.
May 10th, 1927.

Received of the Virginia Trust Company the sum of $63,729.12, being the aggregate of the following amounts, viz:
$1000.00 previously paid to it by ~Iessrs. Swink. & Gresham
on the 12th day of April, 1927, and
$62,635.17, required to be paid to· it under the terms of the
·decretal order entered by the Law and Equity Court of the
City of Richmond, Va. on the 2nd day of May, 1927; in the
suit of Virginia Trust Company v. W. H~ Dameron, et als,

Supreme Court of Appeals of Virginia.

134

therein depending, plus interest on the last mentioned sum
May 1st to May lOth, 1927.

fro~

Dated this the 11 day of May, 1927.

SECURITIES HOLDING CORPORATION,
By J. H. BRIDGERS~ Treasurer
W .. H. DA~IERON
page 104 }-

And at another day, to-,vit: at a Law and
Equity Court held the 27th day of December, 1927:

This day came the parties by their counsel respectively,
and thereupon the defendant, the Granite Hall Farms Corporation, tender and read to the Court its cross-bill against the
plaintiff in the original bill as also all other defendants to the
original bill, and prayed leave to file the same, and. the court,
having heard argument of counsel, is of opinion that the said
eros-bill contains matters not properly presented for consideration upon the record of this cause and the issues made by
t.he pleadings, and therefore denies leave to the said defendant to file said cross-bill.
Upon consideration however of the bill and answer, it is
now ordered that the affirmative allegations made in clause
15 of the nnswer filed by the Granite Hall Farms Corporation be taken and considered as made in a cross-bill by the
said Granite Hall Farms Corporation against the Virginia
Trust Company and the defendants Thomas Gresham and
A. 0. Sw.ink, and that to that end the said ans,ver to that extent be treated as a cross-bill against said parties as defendants, and that the original bill ·of complaint and the answer
thereto filed by the said defendants Thomas Gresham and
.A. 0. Swink be taken as answers to the said cross-bill so considered as filed, unless the said parties are advised to file
-more formal answers to said cross-bill, 'vhich they may do
'vithin twenty days from the date of the entry of this decree.
And it is further ordered that the Commissioner in Chancery to whom the decree of reference in this cause was assigned continue his execution of all essential inquirie.s andreport thereon to the Court.
(See Cross-Bill filed by this decree at end of record, page
652.)
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And at another day, to-wit: at a Law and
Equity Court held the 29th day of December,

1927:
This day came all of the defendants by their attorneys, and
th9 defendant J. R. Paschall, on behalf of himself and other
persons beneficially interested therein, stated that a quantity
of corn estimated to be about 1,000 bushels, was stacked in
shocks on, and could not by January 1, 1928 be removed from,
the real estate referred to in the decree entered herein on
lvlarch 2, 1927, and moved the court for an amendment of
that decree to enable its removel to he made after January
1, 1928, 'vhereupon, all parties consenting thereto, it is adjudged, ordered, and decreed :
That the stacks of corn in shocks on the said real estate
n1ay remain there until February 1, 1'928; to the extent that
the same is not removed before said date, under the provisions hereafter set out, it may be shredded and sold by the defendants Swink and Gresham who after deducting. from the
proceeds the expenses of preparing the same for sale, and of
selling the same shall retain as compensation to them one-half
of the residue, and p~y over the balance to the attorneys for
the other defendants in this cause; but at any time before
February 1, 1928 the said J. R. Paschall may send to said
real estate the requisite teams and men to remove said corn
·with directions that before leaving the public road to enter
into said real estate they shall place themselves under the direction~ as to all their movements & conduct. on said real estate, of the agent of the defendants Swink db Gresham in
charge of said real estate; and said corn may be removed
therefrom by said teams db men, working as directed by said
representative, in respect to their route of passage, and time
of passage, and periods of stay, on said real estate, and all
parts thereof.
And by like consent, it appearing that there is a difference
of opinion between the parties as to whether the porch
screens wii1clow screens, and overhead w·ater tank used in
connection 'vith the dwelling house on said real
page 106 } estate passed to the purchasers of said real es·
tate, the said Paschall and the defendant Flor·
ence F. Paschall are directed not to remove the same therefrom, ·and the Commissioner in Chancery before whom this
cause is pending, shall report on this matter as early as practicable, and also on the value of said screens and tank.

ot Virginia.
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~trpreme
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And at another day, to-wit: at a Law and
Equity Oourt held the 31st day of December,.

Court of Appeals·

1927:
This day came the plaintiff, Virginia Trust Company, and
the defendant, Angus 0. Swink and Thomas Gresham, 3:!1-d
tendered for filing their answers to so much of the. answer
heretofore filed by the Granite Hall Farms Corporation as
was decreed by decree entered December 27, 1927, to be taken
and considered as a cross-bill; whereupon in accordance· with
the leave given to the plaintiff and the said defendants by
the decree of December 27, 1927, to file their said answers to
Raid cross-bill, the same are accordingly filed.
page
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Virginia: In the L·aw and Equity Court of the City
of Richmond.

Virginia Trust Company, Trustee, etc.,.

.
v.
W. H. Dameron, et als ..
ANSvVER OF THE DEFENDANTS, THOMAS GRESHAM AND ANGUS 0. SWINK.
The joint and several answer of Thomas Gresham and Angus 0. Swink to so much of the answer filed by the Granite
Hall Farms Corporation ·as is by decree in this cause entered
on the 27th day of December, 1927, to be treated as a crossbill herein.
These respondents, reserving to themselves the benefit of
all just exceptions to the affirmative allegations made in
clause #15 of the answer heretofore filed by the Granite Hall
Farms Corporation, for answer thereto, or to so much th~reof
us they are advised that it is material that they should answer, answer and say:
1. Respondents are advised that the $40,000.00 note exe·cnted by the Granite Hall Farms Corporation and secured as
a second lien by the dee.d of trust fully described in the pleadings in this cause wa.s given for consideration deemed valuable in law. Respondents have little knowledge of the details of indebtedness of Granite Hall Farms Corporation
and/or J. R. Paschall to the Virginia Trust Company and the
traneactions of the said Granite Hall Farms Co:~:poration and
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.J. R. Paschall 'vitli the said Virginia Trust Company as set
forth in the first three paragraphs of clause #!5

~oresaid;

2. Respondents know nothing of the negotiations between
the Virginia Trust Company and the Securities Holding Corporation;
3. Respondents deny that they agreed with J. R. Paschall
that the collateral securities described in said clause #15
should be sold publicly; they would become the purchasers
thereof; and that they would surrender for cancellation the
said note of $40,000.00 as soon as they realized from the 6ther
securities a sum sufficient to reimburse respondents" for the
sums to be paid by them on account of the two notes of said
J. R. Paschall'' for $15,000.00 each alleged to have been held
by said complainant, Virginia Trust Company, topage 109 ~ gether ·with interest thereon, and interest on the
· said first mortgage bonds of the Granite Hall
],arms Corporation, held by said complainant.
Respondents deny that at the time they became the purof said collateral at the public sale thereof the said
collateral had a value far in excess of the notes of said J.
R. Paschall with which they are. pledged. On the other hand
respondents aver that they have realized upon the collateral
purchased except the $40,000.00 bond, a gross sum approxj.mating $32,000.00, from 'vhich gross must be deducted interest and sundry expenses, but respondents aver that what
they have realized or will realize from these securities is immaterial to the issues in this cause, since respondents had no·
agreement with J.P. Paschall as alleged in said clause #15.
cha~:mrs

4. Respondents deny that they guaranteed that upon a
foreclosure of tl1e deed of trust described in the bill of complaint they 'vould cause the property described therein to
bring at a sale thereof at least $55,000.00, or that they obligated themselves, in the event of a sale, to pay the complainant "at least $15,000.00 of said sum of $55,000.00" to be applied as a payment on the first mortgage bonds held by complainant, Virginia rl,rust Company.
5. llespondents deny that it was not until after January
10, 1927, tl1ey asserted any liability on the part of the Gran-

ite IIall Farm.s Corpora.tion or the said J. R. Paschall on acl~ount of said note for $40,000.00. On the other hand respond..
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ents, from the time they became the owners of the said $40,000.00, have constantly asserted such liability.
6. Respdondents deny generally and specifically that they
or either of them had any such agreement or agreements with
J. R. Paschall as set forth in said clause #15.

7. Respondents aver that they became the purchasers of
the said note of $40,00.00, along with certain other securities,
at a public sale thereof, held by the Virginia rrrust Company
on tl_le 21st day of August, 1923, at which sale, they being the
highest bidders, said securitie.s were knocked
page 110 ~ down to them for the sum of $37,200.00 and they,
a1:1 holders in due course, are therefore entitled
to collect the said note from the maker thereof and to receive
the proceeds from the sale of the ~property under the deed of
trust given to secure the payment of the said note, after the
obiigations secured as a first lien under the said deed of trust,
are satisfied.
And now, having fully answered th~t portion of the ans,ver
of Granite Hall Farms Corporation to he· taken and tren.ted
as a cross-bill, these respondents pray· that when all the
prayers of the original bill of complaint shall have been
granted, they may be hence dismissed with their reasonable
costs by them in this behalf expended.
THOl\fAS GRESH.l:\!1: and
ANGUS 0. SWINK~, Defendants.

CHRISTIAN & BARTON, p. d.
page 111

~

"'VIrginia: In the Law and Equity Court of the
City of Richmond.

Virginia Trust Company, 'rrustee, etc.,

v.

vV. H. Dameron, et als.
ANSWER OF VIRGINIA 'l,RlTST COMPANY.
The ans·wer of ·virginia Trust Company to so much of the
answer filed by the Granite Hall Farms Corporation as is
by decree in this cause entered on the 27th day of December; 1927, to be treated as a cross-bill herein.
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This res·pondent, reserving to itself the benefit of all just
-exceptions to the affirmative allegations made in clause #15
of the said answer for answer thereto, or to so much thereof
as it is advised that it is material that it should answer,
answers and says :
1. Respondent denies that the $4,000.00 note described in
the pleadings in this cause was executed as an accommodation
to the defendant, J. R. Paschall; and also denies that the
Granite Hall Farms Corporation received no consideration
for the said note;

2. Respondent knows nothing of the alleged negotiations
and agreements between J. R. Paschall and Thomas Gresham
and Angus 0. Hwink;
3. Respondent denies that it had any agreement with the
defendants Thomas Gresham and Angus 0. Swink as to the
sale of said note and other collateral or that the said Thomas
{iresham and Angus 0. Swink at any time guaranteed that
upon a foreclosure of the deed of trust it 'vould cause the land
to bring· the price or any price, as more fully set forth in
da use # 15 aforesaid;
4. Respondent admits that it has been paid the amount in
l1onds and interest coupons 'vhich are secured as a first lien
under the deed of trust described in the n._roceedings, said
bonds and coupons having been by it endorsed without reeourse to and transferred to the Securities Holding Corporation, except Bonds Nos. 1 to 5, the disposition of which is
fully set forth in the original bill of complaint;
5. Respondent alleges that the defendant J. R. Paschall
has been indebted to it for a great many years in
page 1112 } varying sums: that the defendant Granite Hall
Farms Corporation has also been indebted to it
for a great many years in varying sums; that long prior to
and since May 1, 1920, both Granite Hall Farms Corporation
and J. R. Paschall jointly and severally were largely in·
debted to respondent the security to said indebtedness changing from time to time, as the amount and character of the
indebtedness altered; that respondent received and held the
$40,000.00 note in due course as collateral security for exist·
ing and new indebtedness of Granite Hall Farms Corpol~a tion and J·. R. Paschall.
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6. Respondent denies that the said $40,000.00 note was executed as an accommodation for J. R. Paschall a.nd alleges that
the said Granite Hall Farms Corporation received full value
therefor, all o! which is more fully set forth in the original
bill of complaint.
And now, having fu~ly answered Clause #15 of the. answer
of Granite Hall Farms Corporation, respondent prays that
when all of the prayers of the original bill of complaint shall
have been granted, in so far as it is made a defendant by the
clause aforesaid, that it be hence dismissed with its costs by
it in this behalf expended. .
VIRGl.L~IA

TRU8T OOMPANY..

T. C. GORDON &
CHRISTIAN & BARTON, p ..q.
By A. D. C.
page 113

~

And at . another day, to-wit: at a Law and
Equity Court held the 31st day of December,

1927:
At the r.eqnest ofthe defendant Granite Halls Farm Corporation ·it is now noted of record that the said defendant objected and excepted to the ruling of the Court made in the
order entered herein, a.t this term of the court, on the 27th
day of Decemb~ 1927, refusing leave to :file its cross bill then
tendered, and to the end that the said objection may be ·preserved to the said defendant it is ordered that the said cross
bill so tendered be, for purposes of consideration, filed as a
part of the record.
. ·
page 114 }

And at another day, to-wit: at a Law and
Equity Court held the 24th day of J anu.ary, 1928:

This cause came on to be again heard this day upon the
·papers formerly read, and it appearing to the court that
George J. Shepherd, the receiver heretofore appointed in
this cause, has heretofore filed his ·final report, that there
remains nothing further to be done by the said receiver, and
that he and the surety upon his bond should be. discharged,
and it further appearing to the court that the injunction
heretofore granted should be fully and finally dissolved, and
that by reason of the decree entered herein on the 2nd day of
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~larch, 1927 the plaintiff and Thomas Gresham and Angus

0. Svrink, of def endan ts has been released from all damages
that may have arisen out of the injunction proceedings and
therefore the injunction bond and the surety thereon should
be discharged; after argument by consent, it is adjudged, ordered and decreed that George J . .Sehpherd as receiver and
the surety upon his bond be and the same are hereby dischargd, and it is further adjudged, ordered and decreed that
the injunction heretofore grai?-ted be and the same is hereby
fully dissolved and the surety upon the injunction bond be
and the same is hereby discharged from any and all liability
thereon.
page 115

~

And at another day, to-,vit: at a Law and ·
Equity Court held the 1st day of February, 1928:

'rhis day r.ame the plaintiff, the Virginia Trust Company,
Trustee, and by leave of Court filed its report herein, bearing
date the 25th January, 1928; and thereupon this cause came
on this day to be again heard, upon the papers formerly
read and.upon the said report, and was argued by counsel.
And it appearing to the Court, from said report, that the defendants, A. 0. ~wink and Thomas Gresham have assigned
their purchase of the parcel of real estate, in the bill and
proceedings mentioned, to the ~Iecklenburg Farms Corporation. and that, on the 25th day of January, .1928, the said
Mecklenburg Farms Corporation paid to the Virginia Trust
Company. Trustee, the balance of the purchase price of said
real estate, (amounting to the sum of $20,864.73, without interest) and that thereupon the said Virginia Trust Company,
Trustee, pursuant to authority given it so to do, in ·and by
the decretal-order entered herein on the 2nd day of May,
1927, executed and delivered to the said Mecklenburg Farms
Corporation a deed of conveyance to said real estate.
And it further appearing to the Court, from. the c~rtificate
of the Virginia Trust Company, attached to said report, that
the sum of $20,864.7H has been deposited, on the 25th day of
'"Tauuary, 1928, in the Banking Department of said Virginia
Trust Company, to the credit and subject to the order of this
Court in this cause; accordingly, the Court doth approve,
ratify and confirm tl1e said report, and doth approve, ratify
and confirm all and every the acts and proceedigs of said
Virginia 'frost Company, Trustee, as set forth in said report;
and the Clerk of this Court is directed to enter a record of
said deposit, in the book kept in his office for such purpose,
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pursuant to the requirements of Section 6310 of the Code of
·
Virginia.
page 116 }
No. 169

VIRGINIA TRUST COl\1PANY
Richmond, Va. Jan 25 1928

:&1eeklenburg Farms Corp. ha.s deposited ~n thig Bank
Viirginia Trust Co. $20,864 and 83 cts Dollars, payable to
the order of Law and Equity Court, City of Richmond, Va.,
in suit Va. Trust Co., Trustee, vs. W. H. Dameron, et als.
without return of this Receipt.
$20,864.83

"\V. B. JERMAN
Asst

~rreasurer.

Virginia,
In the Law and Equity Court .of the City of Richmond.
Virginia Trust Company, Trustee, etc., Plaintiff,.
vs.
vV. H. Dameron, et als., Defendants.
To the fionorable Beverly T. Crump_. Judge of the said La'v
and Equity Court, of the City of Richmond, Va .
. The Visginia 'J.lrust Company, Trustee and Plaintiff herein,
respectfully begs leave to further report its actions under
the decretal-order entered herein on the 2nd day of May,
1.927.
As heretofore reported, the defendants, A. 0. Swink and
'I1homas Gresham became the purchasers of the real estate in
these proceedings mentioned and described, at and for the
purchase price of $84,500.00 and, on the t2th day of April,
1H27, the said purchasers paid to the Virginia Trust Company, Trustee, on account of said purchase price, the sum
of $1,000.00 and thereafter, on the lOth day of May, 1927,
the said purchasers paid to the said Virginia
page 117 } Trust Company, Trustee, the further sum of
$62,635.17' (plus the sum of $93.95 interest y on
account of said purchase price, leaving a balance due on said
purchase price of the sum of $20,864.83.
That thereafter, on the 25th day of ,Jannary, 1928, the said
1\.. 0. Swink and Thomas Gresham advised the undersigned

- - - - - - - - ---
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that they had assigned their said purch;.tSe of said parcel of
real estate. to the Mecklenburg Farms Corporation, and
thereupon the said .&Iecklenburg Farms Corporation paid to
the undersigned the said balance of the said purchase price,
amounting to the said sum of $20,864.83, and thereupon, and
pursuant to the authority and direction so to do, contained
and set forth in paragraph No. 7 of said decretal-order, entered herein on the said 2nd day of May, 1927, the Virginia
Trust Company, as Trustee, did execute and deliver to the
said Mecklenburg lt-,arms Corporation, a deed of conveyance
to the said real estate.
And thereupon the undersigned deposited in its banking
department, to the credit and subject to the order of this
Court in this cause, the said sum of $20,864.83, a certificate
evidencing said deposit, (being certificate No. 169 dated January 25th, 1928), being hereto attached as a part of this report.
All of 'vhich is respectfully submitted and reported this
the 25th day of January, 1928.
VIRGINIA TRUST CO:hiPANY,
By "'vV. B. JERMAN,
.Asst. Treasurer.
page 118

~

Virginin:
In the Law & Equity Court of the City of Rich-

·mond.
Virginia '!'rust Co., Trustee, &c.,
VR.

W. H. Dameron3 et als.
Tl'o the Ron. Beverley T. Crump, Judge:
The undersigned, one of the Commissioner in Chancery of
this Court, being requested by counsel for plaintiff and defendants, A. 0. Swink and Thomas Gresham, to execute the
decree of reference entered in the above styled cause on the
2nd day of May, 1927, proceeded at his offices, Suite #310
La'v Building~ 8th & ~fain Streets, Richmond, Va., on the 31st
day of May, 1927, at 10:30 A. 1\1. to execute said decree, pur:suant to notice 'to the parties, duly accepted, which is attached to the depositions returned herewith, and at that ime
and place, and in the presence of Andrew D. Christian, Esq.,
-and Robert T. Barton, Esq., Counsel for the Virginia Trust
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Company, Trustee, plaintiff,. and the defendants, A. 0. Swink
and rrhomas Gresham, and of E. P. Buford, Esq. and J. H ..
Bridgers, Esq., Counsel for all other defendants,
page 119 ~ took the depositions of Thomas C. Gordo~
George J. Shepherd,. T ....~.Hewlett, Thomas Gresham and A. 0. Swink. }'urther proceedings 'vere then adj.ourned until the ).st day of June, 1927, at 10 A. M.~ at the .
same place.
On June 1, 1927, at 10 o'clock at your Commissioner's offices as aforesaid, pursuant to adjournment, your Commissioner proceeded, in the presence of Robert T. Barton, Esq.,.
of Counsel for plaintiff, and for defendants Swink and Gresham, and of E. P. Buford, Esq., of Counsel for all defend. ants other than Swink and Gresham, a;nd took the further
depositions of R. A. Harris, John C. Eeasley, R. H. Bruce
and Edgar Allan, Jr. Further proceedings were then adjourned until the 15th day of June, 1927, at 10 A. M. at the
same place.
On June 15, 192.7, at 10 o'clock at your Commissioner's
offices as aforesaid, pursuant to adjournment, your Commissioner attended prepared to take further testimony, but no
witnesses appearing, further proceedings were adjourned
until July 19, 1927, at 10 A. M. at the same plac~.
On July 19, 1927, at 10 o'clock at your Commissioner's offices as aforesaid, pursuant to adjournment, your Commissioner proceeded, in the presence of A. D. Christian, Esq.,
Robert T. Barton, Esq., Counsel as aforesaid,
page 120} and of E·. P. Buford, Esq., and J. H. Bridgers,
Esq., Counsel as aforesaid, and took the depositions of J: R. Paschall and William L. Gigniliat, and the further deposition_s of Thomas C. Gordon and A. 0. Swink.
Further proceedings 'vere then adjourned until the 20th day
of July, 1927 at 9 :30 A. M. at the same place.
On July 20, 1927, at 9 :30 A. M. at your Commissioner's
offices. as aforesaid, pursuant to adjournment, your Commissioner a-ttended prepared to take further testimony, but no
witnesses appearing, f~t,rhter proceedings were adjourned until the 29th day of July, 1927, at 10 .A. M. at the same place.
On July 29, _1927, at 10 o'clock at your Commissioner's offices as aforesaid, pursuant to adjournment, your Commis-
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sioner proceeded, in the presence of the same counsel, and
took the deposition of Herbert W. Jackson and the further
peposition of Thomas C. Gordon. Further proceedings were
then adjourned until the 15th day of September, 19·27, at 10

A.

~L

On September 15, 1927, at 10 o'clock at your Commissioner's offices as aforesaid, pursuant to adjournment, your Commissioner proceeded, in the presence of Robert
page 121 ~ ~r. Barton, Esq., of Counsel as aforesaid, and of
]j. P. Buford, Esq., of Counsel as aforesaid, and
took the further depositi011s of Thomas Gresham and A. 0.
S'vink. Further proceedings were then adjourned until the
28th day of September, 1927, as 10 A. 1\ti. at the same place.
On September 28, 1927, at 10 o'clock at your Commissioner's offices as aforesaid, pursuant to adjournment, your Commissioner proceeded, in the presence of A. D. Christian, Esq.,
of Counsel as aforesaid, and of E. P. Buford, Esq. and J. H.
Bridgers, Esq., Counsel as aforesaid, and took the further
deposition of -J. R. Paschall.
"\Vhereupon with consent of counsel the depositions were
closed and agreement entered of record designating time
within which briefs were to be filed before the Commissioner.
On D·ecember 20, .1927, at 10 A. M.-after briefs had been
filed but before the Commissioner had made up his reportcame the parties by counsel and, upon notice to counsel for
plaintiff and defendants Gresham and Swink, counsel for defendants other than Gresham and Swink moved the Commissioner to reopen the depositions and allow them to take
.the deposition of E. I. Bugg, whose evidence they declared
to be material to the issues and not lmown to them
page 122 ~ when said depositions were closed. Whereupon,
having heard argument upon said motion, it appearing to the commissioner that the evidence sought to be
introduced was material to the issues and was not known
to counsel seeking its_ introduction at the time the depositions were closed, the depositions were reopened over the objections of counsel for S.wink and Gresham.
And, thereupon, in the presence of counsel for all parties
as aforesaid, your Commissioner proceeded and. took the
deposition of E. I. Bugg. Further proceedings were then

r-
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adjourned to the 26th day of January, 1928, at 11 A. M. at
the same place.
And counsel for all parties having stated that they did not
desire to take further evidence upon the inquiries directed
by said decree of ~!lay 2, 1927, your Commissioner proceeded, after reading the papers heretofore filed in this cause
and the depositions pertinent to said inquiries, together 'vith
the exhibits filed therewith, to make up his first repoi·t in answer to the inquiries directed by said decree of May 2, 1927,
as follows:
page 123

~

FIRST REPORT.

First .inquiry:
"The unpaid lien debts upon the prope1·ty involved in these
proceedings, the antounts thereof, their restJeeti1Je orde1· of
priority, and the persons entitled to payment thereof.''

· The property. involved in these proceedings "is, in the bill,
and Exhibit 11 accompanying the bill, described as follows:
All that certain tract of land situate in lVIecklenburg County,
Virginia, containing 1,600 acres, more or less, with the improvements thereon, known as Granite IIall Farm anu more
fully described as follows:
''Bounded on the East by the Cannon's Ferry Road, on the
South by the Public Road paralleling the Virginia and North
Carolina State Line, on the· West by the Seaboard Air Line
Railway and Smith's Creek, and on the North by the Roanoke River."
I understand from counsel for plaintiff and for Gresham
and Swink, who drafted the decree of reference, that this
inquiry was intended to apply only to the liens created by the
deed of trust from the Granite Hall Farms Corporation to
the Virginia Trust Company, Trustee, dated May 1; 1920,
and I have, therefore, confined my response to
page 124 ~ those limits.
Prior to and on May 1, 1920, the Virginia 'l'rust
Company was the holder of $93,000.00 of first mortgage bonds
·of Granite Hall Farms Corporation dated October 1, 1912·;
of $75,000.00 of second lien bonds of said corporation dated
January 2, 1919; and of $75,000.00 of joint notes of Granite

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.

147

Hall Farms Corporation and J. R. Paschall dated January
'3, 1919; with a number of interest notes connected there·with.
The refunding and refinancing of this indebtedness being
desired by all of the parties in interest, it was agreed that
the Granite Hall Farms Corporation should execute a new
deed of trust upon the real estate above described securing
as a first lien $60,000.00 of serial bonds and as a second lien
a $40,000.00 negotiable note, and that said $60,000.00 of first
lien bonds should be transferred to the Virginia Trust Company, that J. R. Paschall should execute four collateral notes·
for $15,000 each at 1, 2, 3 and 4 years, secured by said $40,000 second lien note of the Granite Hall· Farms Corporation
and by $35,000.00 of bonds of the Sunbury Lumber Co., $35,000 of bonds of the Piedmont Power & Light Co., and $10,000.00 note of E. I. Bugg, and that said bonds and
page 125 ~ notes of the Granite Hall Farms Corporation and
J. R. Paschall, theretofore held by the Virginia
· Trust Company, 'vould be cancelled and surrendered. (Gordon Deps., pp. 17, 18, 24.)
In pursuance of said agreement the Granite Hall :B.,arms
Corporation executed the deed of trust dated ~Iay 1, 1920,
conveying said property to the Virginia Trust Company,
Trustee, to secure as a first lien:
Sixty bonds for $1,000 each, all drawn by the Granite Hall
Farms Corporation,· payable to bearer at the Virginia Trust
Company in the City of Richmond, Va., and dated J\l[ay 1,
1920, with 3% semi-annual interest coupons attached, and
numbered serially from 1 to 60 inclusive, all of equal dignity
and priority: Bonds 1 to 5 inclusive to mature May 1, 1921;
bonds Nos. 6 to 10 inclusive to mature May 1, 1922; bonds
Nos. 11 to 15 inclusive to mature May 1, 1923; bonds Nos.
16 to 20 inclusive to .mature May 1, 1924; and bonds Nos. 21
to 60 inclusive .to mature 1\tiay 1, 1925;
and as a second lien:
a negotiable note for $40,000 dated May 1, 1920, drawn by said
Granite Hall Farms Corporation, and payable
page 126 ~ five years after date to its o·wn order, with interest at 6% per annum payable semi-annually;
all of which $60,000 of bonds were delivered to the Virginia
Trust Company, and said $40,000 note, endorsed by J. R.
Paschall, together 'vith the $35,000 of bonds of the Sunbury

r
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Lumber Co., the $35,000 of the Piedmont ·Power & Light Co.,
and the $10,000 note of E. I. Bugg, were deposited with said
Trust Company as collateral security for four notes of .J. :&.
Paschall for $15,000 each all dated J\fay 1, 1920, and payable
at 1, 2, 3 and 4 years with 6% inte-rest, and other indebtedness of J. R. Paschall. In exchange therefor the $93,000 of
bonds of the Granite Hall Farms Corporation dated October
1, 1912, the $75,000 of bonds of the same corporation dated
January 2, 1919, and the $75,000 of joint notf'q of said corporation and J. R. Paschall, then held by the Virginia Trus:t
Company, as aforesaid, w'ere cancelled .and surrendered.
It appears (Gordon Deps., pp. 5, 6) that the $1,800 of interest due upon said $60,000 of bonds on November 1, 1920,
and on May 1, 1921, was paid to the Virginia Trust Company on, or about, its due date, and that on April 19, 1921,
there was paid to. said Trust Company the further
page 127 ~ sum of $5,000 which was applied by said Trns.t
Company to the payment of bonds Nos. 1 to 5 inclusive maturing May, 1, 1921· (Deps., p. 11).
Mr. Gordon says (p. 10) that this $5,000 was paid by J\{r.
J. R. Paschall, who was then President and practically sole
owner of the stock of the Granite Hall Farms Corporation.
Mr. Paschall says, however (Deps., pp. 188, &c.), that he
did not make the payment himself, but his recollection is that
the bonds 'vere then surrendered and that at a later · dato
(Oct. 27 /21) he signed a receipt for said bonds (Exhibit Gordon, #2), but that they never came into his possession.
T. A. Hewlett, the clerk at . the Virginia Trust C\lmpany
at that time, and now, in direct charge of such matters, testifies (Deps., pp. 49, 50, &c.) that these five bonds were aU
paid and surrendered, but he has no independent recollection
as to who paid the money or whether, when said bonds were
surrendered, they were marked ''paid'' or were marked subordin~ted to the other obligations secured by said deed of
trust; that it was the invariable rule of the Virginia Trust
Company, with which he always complied, that when some
of a series of bonds held by the company were paid to stamp
them "paid" before surrender, and when said bonds were not
paid, but assigned to some party other than the
page 128 ~ maker, it 'vas the rule to stamp them with the subordination stamp before delivery; that he is pre.pared to swear (Dep., p. 56) that Bonds Nos. 1 to 5 of this
series were stamped in one or other of these ways beforP.
surrender; and that the subordination stamp then and now
used read as follows:

i

.I

)
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''The within obligation is hereby assigned to ........... .
'vithout recourse against the undersigned; and with the distinct understanding· that it is to be inferior· in dignity to
that of the lien of all the other obligations secured in the
within mentioned deed of trust.''
Gordon further testifies (Dep., p. 6) tliat the next inte-rest paid, due November 1, 1921, was only $1,650, which
is the semi-annual interest on $55,000, and (Dep., p. 27) that
this was the amount of interest thereafter paid on said
bonds.
·
The evidence also discloses that, although said bonds, and
the interest thereon, were payable at the Virginia Trust CompaJ1y, no demand has ever been made upon the Virginia Tn1st
Company for the payment of either principal or interest of
said bonds Nos. 1 to 5.
Paschall makes no claim, either in his answer or in his
testimony, tl1at he or any person, other than the Granite
Hall Farms Corporation, furnished said $5,000, or that said
bonds Nos. 1 to 5 were purchased by any th~rd
page 129 ~ party from the Virginia Trust Company.
I am. therefore, satisfied that bonds Nos. 1 to 5
inclusive, were paid by the Granite Hall Farms Corporation
on Anril 19. 1921, and that said bonds were then stamped
''paid'' by the Virg-inia Trust Company and surrendered to
said Granite Hall Farms Corporation and thereafter ceased
to be a part of the debt secured by said deed of trust.
I am further satisfied that, even if the $5,000 was supplied
by some party other than the Granite Hall Farms Corporation, and that said party took over said bonds in exchange
therefor, yet that said bonds were taken stamped with the
subordination stamp. and that they were, therefore, subordinated to all of the obligations secured by said deed of tru~t,
which would include the $40.000 second lien note.
On September 25, 1926, the remaining $55,000 of bonds
secured under the first lien of said deed of trust, together
with the 170 $:30.00 interest coupons thereto attached, and
accrued interest, were sold (Deps., p. 28) by the Virginia
Trust Company, as holder, for $67,447.39 to the Securities
Holding Corporation. The said purchase price was made up
of $27,447.39 in cash and a $40,000.00 note of W.
page 130 ~ H .. Dameron collaterally secured by said bond~
and interest coupons.
On January 10. 1927, W. H. Dameron paid the amount
. due on his said $40,000 note, and thereupon the_ Virginia Trust
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Company delivered to him all of said bonds and interest
coupons (Deps., p. 28).
On April 12, 1927, after due advertisement, the Virginia
Trust Company as Trustee under the mortgage, at the request of Swink and Gresham, holders of the $40,000 seco1Hl
lien note, sold the property to A. 0. Swink and Thomas
Gresham for the sum of Eighty-four Thousand Five Hundred Dollars ($84,500.00), and reported said sale to the Court
in this suit asking for instructions as to the :settlement to
be required by it of the purchasers and as to who was entitled to the proceeds of sale.
On May 2, 1927, a decree \vas entered in this ~nit whereby
the Securities Holding Corporation was decreed to he the
holder of all of the bonds and coupons other than bonds numbered 1 to 5, and to be entitled to receive on account of this
debt, after the making of $3,600 of credits referred to in the
decree of 1\farch 3, 1927, to the sum of $66,135.17 and interest from May 1, 1927; the clerk was directed to deliver to
the Virginia Trust Company the 120 coupons aggregating
$3,600.00 deposited \Vith him under decree of
page 131 }- 1\{arch 3, 1927; the Securities I-Iolding Corporation and W. H. Dameron were directed to deliver
to said Virginia Trust Company the bontls Nos. 6 to 60 a.nd
the remaining 50 coupons originally held by them; the Virginia Trust Company was directed to notify Swink and
Gresham when the foregoing delivery had been made; Swink
and Gresham were decreed to be entitled to a deed to said
property upon the payment by them to the Virginia Trust
Company of the balance of the purchase money (they having
theretofore paid $1,000 as earnest money) with interest from
such time as might be thereafter decreed; said s,vink and
Gresham were ordered to pay t_o the Virginia Trust Company the sum of $62,635.17 plus interest thereon from lVIay 1,
1927, and to file with the Clerk a bond for a sum equal to
the difference between $83,500.00 and the sum of $62,635.17
conditioned upon their paying the balance of said purchase·
money and interest thereon if a.ny should therc:after be adjudged to be paya-ble, upon the order of the Court, or such
part of said balance of purchase money and interest, if any,
as should thereafter be decreed to be payable to persons other
tha.n themselves; the Virginia Trust Company was directed to
turn over to the Securities Holding Corporation and vV. H·.
Dameron the $1,000.00 originally paid by Swink
page 132 ~ and Gresham as earnest money, and the additional·
. sum ordered to be paid by them and to mark paid·
all of sa1d bonds and coupons except bonds Nos. 6, ? and 8,
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and to make a c.redit on these three bonds of the payment of
interest up to the date of payment to it, and on Bond No.6 to
make a credit of the payment of $500.00, and then to file the
said three bonds with the clerk of the Court who was ordered
to receive said bonds and also the bond of Swink and Gresham
referred to above; and the Virginia Trust Company was
directed to execute and deliver to Swink and Gresham a deed
upon the payment by them to it at any time of the balance
of purchase money due by them without interest, and to look
to the security of this bond for the ·discharge of any liability
on them for interest.
On J nne 7, 1927, the Virginia Trust Company filed in tb.i s·
cause the report of its actions under the decree of May 2,
1927, to the following effect:
1. That it had received from the Clerk of the Court the
120 interest coupons of the Granite Hall Farms Corporation
deposited 'vith said clerk under decree of 1viarch 3, 1927; tha.t .
the Securities Holding Corporation and W. H. Dameron had
delivered to it the bonds Nos. 6 to 60, inclusive, and the remaining 50 of said interest coupons, of the said Granite Hall
Farms Corporation, and that it had notified Swink
page 133 ~ and Gresham that the requirements of said decree
of 1\tiay 2nd had been complied with;
2. That on the lOth day of May, 1927, Swink and Gresham
paid to the Vi:t:ginia Trust Company $62,635.17 plus $93.95 of
interest thereon from May 1, 1927, to date of payment, and
that on the same day the Virginia Trust Company had paid
to the Securities Holding Corporation and W. H. Dameron
the sum of $63,729.12, being said amount of principal and interest received from Swink and Gresham plus the $1,000
previously paid by Swink and Gresham as earnest money;
3. That thereupon the Virginia Trust Company had marked
paid and cancelled bonds Nos. 9 to 60, inclusive, and also
marked paid .and cancelled all of the above mentioned 170 ·
interest coupons, and also indorsed on the back of bonds Nos.
6, 7 and 8 the fact that interest thereon had been paid to May
10, 1927, and also on bond No. 6 the fact that a credit payment of $500.00 had been made upon the principal thereof as
of Ma.y 10, 1927; and that said bonds Nos. 6, 7 and 8 had
been filed with the Clerk of the Court._
I, therefore, report that bonds Nos. 6 to 60 inclusive of th~
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Granite Halls Farms Corporation dated May I,
1920, with the 170 interest coupons thereto belonging were the first lien upon the property described in these proceedings; that all of said interest coupons-.,
and interest accrued thereon, and all of said bonds and interest accrued thereon, except bonds Nos. 6, 7 and 8, have
been fu,ly paid and cancelled, and that on May 10, 1927,
there remained unpaid on sa.id bonds Nos. 6, 7 and 8 the sun1
of $2,500 with interest from that date, 'vhich then constituted
the only remaining first lien upon said property..

page 134

~

The

$40,000

Second Lien Note.

The first hvo $15,000 notes of J. R. Paschall due respectively May 1, 1921, and May 1, 1922, 'vere paid, but the $15,000 note due May 1, 1923, was not paid at maturity and, with
interest thereon, ·was still unpaid and in defauft on August
21, 1923, as was also $5,270.25 of arrears of interest on said
$55,000.00 of the :first mortgage bonds. On that date, pursuant to the authority vested in the Virginia Trust Company
as Trustee under ~he collateral trust agreement securing the
payment of said four $15,000 notes and other indebtedness,.
the sairl: Trustee, after duly published and personal notice to
J. R. Paschall, offered for sale at public auction,
page 135 ~ through Davenport & Co., the several securities
pledged as collateral as aforesaid for the payment of said notes and bonds, viz :
The $35,000 of Sunbury· Co. bonds,
The $35,000 of Piedmont Power and Light Co. bonds,
The $10,000 note of E. I. Bugg secured by $12,000 of bonds
on Refuge Plantation, and
The $40,000 second lien note of Granite Hall Farms Corporation endorsed by J. R. Paschall.
At which sale A. 0. Swink and Thomas Gresham beeamo
the joint purchasers of all of said securities at $37,200.00
cash.
The said Swink and Gresham still hold said $40,000 note
of the Granite Hall Farms Corporation, on which no interest
has been paid since their purchase, although there is an
endorsement on the back thereof by tl1e Virginia Trust. Company (Deps., p. 63) that the interest due thereon up to 1\ugust 21, 1923, had been satisfactorily adjusted.
Jlaschall in his testimony contends (Deps., pp.119, 122) that
~here was an agreement between himself, on the one side,
1
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and Swink and Gresham on the other, entered into before
the sale of said collateral, whereby Swink and
pag·e 136 ~ Gresham agreed that they would purchase from
the. Virginia Trust Company the two $15,000 notes
of Paschall and the collateral pledged therefor; that they
(Swink and Gresham) would hold said $15,000 notes and said
collateral until the first three of said collateral securities
were disposed of; that they 'vould then, out of tl1e proceeds,
pay said $15,000 notes, return them to Paschall, divide the
residue of the proceeds between themselves, and then surrender the $40,000 Granite Hall Farms Corporation note for
cancellation.
Both Swink and Gresham deny that any such agreement
was ever made, but even if there had been such an agreement it 'vas never carried into effect. Swink and Gresham
did not purchase the two $15,000 Paschall note~.
If Swink and G-resham had purchased these. two $15,000
notes· from the Virginia Trust Company, they would have
held the securities pledged therefor, including the $40,000
Granite Hall Farms Corporation note, just as did the Virginia Trust Company, merely as collateral, and when said
securities, or any part thereof, other than said $40,000 note,
sold for sufficient to pay the debt secured thereby, Paschall
'vould have been entitled, independently of any agreement,
to have said $40,000 Granite IIall Farms Corporation note,
or any other of said. securities remaining unsold
page 137 ~ returned to him .. As already stated, what actually
occurred 'vas this :
Default having been made by Paschall in the payment
of the $15,000 note maturing May 1, 1923, with interest on
both of said notes, and in the payment of interest on the
$55,000.00 of bonds of the Granite Hall Farm.s Corporation
guaranteed by Paschall, the Virginia Trust Company, in a(lcordance with the terms of of the collateral trust agreement
contained in said notes, after due a(lvertisement and personal
notice to Paschall, offerred all of said collateral securities for
sale at public auction, at 'vhich sale Swink and Greshan1,
as the highest bidders, became the purchasers of all of ·sa i.d
securities. including said $40,000 Granite Hall note, for the
price of $37,200.00 cash.
·
This purchase in the absence of fraud, actual or constructive, vested in ·swink and Gresham the absolute legal tit!e
to all of said collateral securities, free from all liens and
claims whatever.
The Virginia Trust Company applied this $37,200.00 re-
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ceived from the sale of said securities (Deps., p. 24) as
follows:
$15,000.00
Note due ~fay 1, 1923
15,000.00
Note due ~fay 1, 1924
1,770.00
Int. on above from Sept. 1/22 to date @ 6%
5,270.00
Int. paid Bond Dep. ajc Granite liall Farms Corp.
Times-Dispatch ajc advertising sale
31.57
100.00
Davenport & Oo. for conducting sale
28.18
Check to J. R. Paschall to balance

page 138

~

$37,200.00

It is not claimed that there was any actual fraud but
the answer of the Granite Hall Fa1ws Corpara.tion, the
allegations of which are adopted by Paschall in his ans,ver,
in paragraph 15, alleges that there was an agreement bet-ween
Paschall, on the one side, and Swink and Gresham, on the
other, entered into prior to August 21, 1923, 'vhereby it was
agreed that the collateral securities held by the Virginia
Trust Company for said two $15,000 Pascl1all notes, viz:
the bonds of the Sunbury Lumber Company, the bonds of
the Piedmont Po·wer & Light Company, the note of E. I. Bngg,
and the $40,000 note of the Granite I-Iall Farms Corporation,
should be sold at public auction and that Swink and Greshnm
would become the purchasers of said securities,
page 139 ~ but subject to the stipulation that Swink and
.
Gresham would sitrrender for cancellation the
said $40,000.00 note of the Granite Hall Farms 0orporation
as soon as they could realize from the other securities an
amount sufficient to reimburse th$1 for the sums to be
paid by them on account of the two $15,000 notes of Pasclmll,
with interest, and the accrued interest on the first mortgage
bonds of the Granite. Hall Farms Corporation neld by the
Virginia Trust Co., 'vhich it was alleged the Virginia Trust
Company required to be paid as a condition to its ag-reeing
that said securities might be purchased by s,vink and
Gresham.
Said ans"rer further alleges that Swink and <iresham have
realized from the bonds of the Sunbury Lumber Company
and of the Piedmont Power & Light Company more than
enough money to reimburse them for the amount paid hy
them in settlement of the notes of J: R. Paschall and interest
thereon, and interest on the bonds of the Granite llall Farms
Corporation accrued on .A.ugust 21, 1928, and that therefore
said $40,000 note no longer constitutes an existing lien upon
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said land and should be surrendered to the Granite Hall
Farms Corporation for cancellation.
The only ground on which this contention could be sustained would be that the purchase by Hwink and
page 140 ~ Gresl1am of said securities under said alleged
agreement created an implied trust under which
they would hold said $40,000 Granite Hall FP.rms Note for
the benefit of the Granite Hall Farms Corporation.
Such an implied trust is based upon fraud, and in order
to establish it the fraud must be clearly allege~, and the
proof must be clear, convincing, satisfactory and sufficient
to overcome the pre~umption of honesty:
Cary v. Harris, 120 Va. 252;
Pal1ner v. Showalter, 126 Va. 306.

Implied trusts must be either resultinlJ or construc-tive.
No Resulting Trust has been ere a ted, even if the above
allegations are clearly established, because no money was
furnished by Paschall or by the Granite Hall Farms Corporation, nor advanced by Swink and Gresham to Paschall or to
the Granite Hall Farms Corporation, for the purchase of said
securities.
''In order that a purchase of property for another may
give rise to a resulting trust, it must always be made c~ear~y
to al!>pear that the purchase was with funds primarily belonging to the party asserting the trust or that it was rp.ade
for him and the purchase money presently advanced by the
purchaser as a loan to him, for the security of which the
legal title is taken to and in the name of the purchaser. . . .
The whole foundation of the trust is the payment of the
money. If, therefore, the party who sets up a resulting
trust made no payment, he cannot be permitted to
page 141 ~ sho'v by parole proof that the purchase was made
for his benefit or on his account."
42 R. C. L. 15 and cases cited.

No Constntctive Trust has been established, both because
there is no sufficiently clear allegation of fraud to establish
such a trust, and because there is no satisfactory evidence
to sustain it.
·
The testimony of Paschall alone is relied upon to establish
the trust and I think it has utterly failed to do so.
Paschall nowhere testifies to the terms of the alleged agree·

I
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ment as set forth in said answer, but says ·repeatedly (Deps.,
pp. 119, 122, 156, &c.) that the agreement was for the purchase by Swink and Gresham from the Virginia Trust Company of his two $15,000 notes and the col1ateral pledged therefor-which is ~n entirely different thing from the purchase
of the collateral without the notes for which it was pledged.
Some time before the public sale of said securities Swink,
who held Paschall's overdue note for $9,985, had obtained
from Paschall a ·written assignment (Exhibit Gresham, # 1}
of his (Paschall's). equity in some of the securipage 142 ~ ties held by the Virginia Trust Company as col.
lateral for said $15,000 notes, but the Virginia
Trust Company had refused to recognize said assignment, or
to sell any of said securities to Swink privately. Paschall testifies that before the sale J ~ckson, the Presi- ·
dent of the Trust Company. told him that Swink and Gresham
had agreed to purchase all of said securities at the pn blic
sale and that he knew of their agreement with him (Paschall)
for the return of the $40,000 note. This Jackson absolutely
denies, and says that Swink and Gresham had no agreement
with his company for the purchase of said se·curities and that
he never heard it alleged that there was any agreement between them and Paschall for the return of said $40,000 note
until the answers filed in this suit.
Swink and Gresham both emphatically deny that any such
agreement as that alleged in said answer was ever made with
Paschall. Their testimony is corroborated by several letters
f.rom Swink to Paschall written more than six months after
the sale in each of which it is clearly· and definitely stated ·
that Swink and Gresham had purchased the $40,000 Granite
Hall Farms Corporation note and expected it to be paidto which claim of title Paschall never objected
page 143 ~ until the institution of this suit.
It is further contended:
(1). That Swink and Gresham are not holders in due cou.·rse
of the $40,000 note because when they boug·ht said note it was
overdue and had been previously dishonored.
The note did not mature until ~fay 1, 1925, and was there. fore not overdue when purchased by Swink and Gresham on
Auglist 21, 1923; and it appeared from an endorsement on saul
note signed by the Virginia Trust Company that the interest
up to that date had been satisfactorily adjusted. However,
even if the interest had then been in default the note would
not have been thereby dishonored.
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Morgan v. United Stat~s, 113 U. S. 476.
8 Corp. Juris., Bill~ & Notes, Section 695.
(2). That the $40,000 note was an accotnodation note for
the benefit of Paschall, and that the Granite Hall Farms
Corporation had no authority to execute accommodation
paper.
Neither of these statements are sustained by the evidence.
The $40,000 note was executed as part of the plan for refinancing debts due by the Granite Hall Farms
page 144 ~ Corporation and Paschall jointly, and said corporation received benefit therefrom.
Paschall and said corporation ·were both engaged in the
purchase and sale of timber and timber lands. Section III
of tho charter of said eorporation states that one of its principal purposes was to

"undertake or underwrite, assume or guarantee the whole
or any part of the liabilities of any individual, firm, association, company or corporation now or hereafter engaged in a
similar undertaking''.
·
.
By Section 559 of the Virginia Code it is provided that
an accommodation maker
·
"is liable on the instrument to a holder for value nowithstanding such holder at the time of taking the instrument
kne'v him to be only an accommodation party''.
And even if the execution of ·said $40,000 note by the
Granite Hall Farms Corporation was ultra vires because in
excess of its powere, yet because it received benefit therefrom
in the refunding of its indebtedness to the Virginia Trust
Company the corporation is estopped from settling up the defense that it was 'vithout power, to make said note.
N ews-Re,q·ister Co., Inc., et als. vs. Rockingh(Jfm Pub. Co.,
Inc., 118 Va. 140.

page 145

~

1, therefore, report that Swink and Gresham
are the holders in due course of said $40,000 note
of the Granite Hall Farms Corporation, free from any claim
whatever of said corporation or of Paschall, and that said
note, and accrued interest thereon, is the second lien upon
the property involved in these proceedings.

L
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Second inquiry:

I

~

..

j

''The quantity of tim,be1· that has been cu.t frorn the sa·icl·
prope·rty, the value thereof, the arnoum.t and clisposition. of
. the proceeds there/r01n, and the credits, if any, which should
be 'macle 'upon the u.npaid lien debts on account of the value
of ti·mber so cut o1· ·of the da1nage to the freehold therebJJ
caused.''

In the consent decree entered in this cause on 1\tiarch 3,
1927, it 'vas recited that 400,000 feet of timber had already

been cut from the property, and permission was given to cut
200,000 feet in additional, making 600.000 feet in all, payment for all of which at $4.00 per 1,000 feet \Vas provide([
for in said dercee by cancellation of $2,400 of first mortgag·e interest coupons.
page 146} The amount of timber cut from the property
subsequently in excess of 600,000 feet can only
l1e determined by estimate, and there is a marked discrepancy
between some of the estimates given.
After careful consideration of all of the testimony on this
point, however, I have concluded that the total amount cut
was 900,000 feet, for 600,000 of 'vhich ·payment has already
been made, leaving 300,000 feet of additional cutting not yet
paid for.
vVhile several of the witnesses place the value of the cut .
timber at from $5.00 to $6.00 ·per thousand feet, I am of
opinion that the price of $4.00 per thousand, 'vhich is the
price fixed by said consent decree of 1\Iarch 3, 1927, for tl1e
600,000 feet already or therein ag-reed to he c.ut, is th{l
fairest price. The value of said additional 300,000 feet will,
therefore, be $1,200.00, and the value of the whole 900,000
feet is $3,600.00.
·
The conseauential damages to the freehold by reason of
the cutting- of th~ timber I estimate at $1,750.
In arriving- at these figures I have considered only the testimony of Shepherd, Bruce and Easley, all of whom are ex.
perienced timber men and are the only witnesses
page 147 ~ on this -point who are entirely disinterested.
Shepherd estimates (Deps., p. 43) the damage
to the freehold from the entire cutting to be about $5,000.
Bruce (Deps., p. 108) puts it at between $500 and $2,000, or
sav $1,250.00.
Easley (Dep., p. 102) puts it at $500.
The mean of these figures is $2,275.
We must remember, ho,vever, that 200,000 feet was cut
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under authqrity of the consent decree of March 3, 1927, and,
in my opinion, the damage due to that much of the cutting
should be excluded. This will reduce the above mean figures
to about $1,750.
I, therefore, report that 900,000 feet of timber has been
cut from the property; tha.t the value of the timber so cut
was $3,600.0Q; that $2,400 of this amount has already been
paid under said decree of March 3, 1927, by the cancellation
of that amount of interest coupons of the bonds secured by
the first mortgage; that the remaining $1,200 is to be credited
upon the $2,500 of unpaid balance due on said first mortgage
bonds, Nos. 6, 7 and 8, with interest from May 10, 1927; ·
that the damage to the freehold by the cutting of said timber,
other than the 200,000 feet permitted by the conpage 148 ~ sent decree, amounts to $1,750; and that after
using so much of said $1,750 as may be necessary to pay the residue of said bonds Nos. 6, 7 and 8 with
interest in full, Paschall will o've the balance to Swink and
Gresham.
Third inquiry :
"A schente of distribution of the u.ndistributed proceeds
front the sale of the said tJroperty."
The only undistributed proceeds from the sale of the property seems to be the bond of Swink and Gresham for $20,864.83 directed by the decree of ~lay 2, 1927, to be executed
by them and to be filed with the clerk of the court.
The only unpaid debt which is a lien upon said bond, representing the residue of the purchase price of the property,
is the $40,000 second lien note of the Granite Hall Farms
Corporation with interest from August 21, 1923, now he]d by
Swink and Gresham.
page 149 }-

Fourth inquiry:

11

AmJ other matters deemed pertinent to this ca~ese as a·re
required to be stated by any party in interest."

By decree entered in this cause on December 29, 1927, I
was directed to report as to whether certain window and
porch screens, water tank, &c., passed to the purchasers of
said real estate, and the value thereof, but, as the taking of
evidence on these points has not been completed, I have been
requested by counsel for all parties to make my report now

:;---
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under the first three inquiries of the reference decree of May
2, 1927, and to reserve the other matters for a· subsequent
report.
I here,vith return the papers heretofore :fil~d
page 150} in this caus·e, together with the depositions of
Thomas G. Gordon, George J. Shepherd, T. A.
Hewlett, Thomas Gresham, A. 0. Swink, R. A. Harris, John
C. Easley, R. H. Bruce, Edgar Allan, Jr., J. R. Paschall, William L. Gignilliat, H. W. Jackson, R. 0. Gardner and E. I~
Bugg, and Exhibits filed therewith.
Given under my hand this 30th day of l\{arch, 1928.

JNO. B. MINOR,
Commissioner.
Stenographers for Depositions
Commissioner for this Report

$326.80
425.00
$751.80
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r Virginia :

In the Law arid Equity Court of the City of Richmond ..
Virginia Trust Company, Trustee, and others
vs.
W. H. Dameron and others.

-

OFFICE OF COMISSIONER JOHN B. 1\tiiNOR,
Law Building, Richmond, Va.
May 31, 1927..
The depositions of Thomas C. Gordon and others, taken
before the said Commissioner in Chancery, on the date and
at the place above set out, pusuant to notice hereto annexed,
to be read as evidence in the above entitled cause depending
·in th said Court.
Present: Mr. Andrew Christian and Mr. R. T. Barton,
counsel for Virginia Trust Company, Trustee and others;
Mr. E. P. Buford and Mr. J. H. Bridgers, counsel for defendants other than Swink and Gresham.
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THOlVIAS C. GORDON,
having been first duly sworn deposes and says

as follows:
DIRECT EXAMIN.A.TION.
By Mr. Christian :
Q. State your name and occupation and how long you have
been engaged in that occupation Y
A. Thomas· C. Gordon, I am .counsel and Trust Officet· of the
Virginia Trust Company of this City; I have been counsel
for the Trust Company since 1908 and have been Trust Officer .
of the company since J-912.
Q. Have you the.papers with you which will enable you t.o
look at this Exhibit #ll with the bill of complaint, being n
certified copy of the deed of trust mentioned therein, and
identify it, or can you do so without the use of any paper?
A. (Examining) The paper in question is, to the best of
my belief, a true and correct copy of the deed of trust from
the Granite Hall Farms Corporation to Virginia Trust Company, Trustee.
Q. Are you sufficiently acquainted with the business of the
. Virginia Trust Company, and particularly with its business
in dealing with the Granite Hall Farms Corporapage 153 ~ tion and J. R. Paschall, to say in connection with
what transaction this deed of trust was executed
and delivered?
·
A. I think I am. Pre·~rious to May, 1920, the Virginia T·rust
Company had a loan on the Granite Hall Farm Property in
Mecklenburg County, Virginia. Mr. Paschall, us President
of that company, made arrangements with the Virginia Trust
Company to refinance that indebtedness, and the result of
those negotiations was the deed of trust of May 1, 1§20, by
which. the Granite Hall Farms Corporation conveyed to the
Virginia Trust Company its property in Mecklenburg County,
Virginia, comprising about sixteen hundred acres of land,
in trust to secure a first mortgage of $60,000 dated May 1,
1920, and maturing serially.
~Ir. Buford: That is the debt which was secured bv the
deed of trust which has been filed as an exhibit with the
bill'
Witness: Yes, sir. This $60,000 was evide:Q.ced by sixty
bonds of the corporation for $1,000 each, together with semiannual interest coupons. In addition, the deed of trust secured one note or bond of the corporation for $40,000, which
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note or bond matured on 1\fay 1, 1925; all ot.' which is. set
out in the deed of trust which is filed as Exhibit # 11 ·with
the bill of complaint in this cause.
Mr. Christian: I will ask the Commissioner to note on
the record that when the bill was filed, only an
page 154 ~ uncertified copy of the deed of trust was available,
which \Vas subsequently ·withdrawn wllen this ee~
tified copy had been procured from the Clerl{ of the Court oi
1viecklenburg County and filed.

By Mr. Christian:
Q. 1\fr. Gordon, I notice from what purports to be a carbon
copy of a. letter written by the manager of the Bond Department of the Virginia Trust Company to 1\fr. Paschall, dated
September 9, 1920, that there were returned to him, according
to that letter, $92,000 of bonds of the Granite Hall Farms
Corporation, dated· October 1, 1912, and three joint note~
of the Granite Hall Farms Corporation and J·. R.. PaschaH
aggregating $75,000, and various. other bonds and notes. Can
you say whether, or not, these instruments were the evidence
of your former loans to the Granite Hall Farms Corporation'?
A. They were, and to Mr. Paschall personal1y.
Q. Coming now to the $40,000 note referred to in Exhibit
#11 ·with the bill, can you say what happened to that note
and what was the purpose of its exception and delivery and
of its being secured by this deed of trust f
A. That nofe, along with other securities, was taken as
collateral for four notes of $15,000 each executed by Mr.
J. R. Paschall.
page 155 ~ Q. What attorneys handled this matter, 1\fr.
Gordon, for you and the Granite Hall Farms
Corporation and 1\{r. Paschall, do you reca11?
A. Yes, sir. 1\fessrs. Williams and 1\{ullen of this city
attended to having the title examined and all the papers prepared and executed and recorded.
Q. Is the 1\fullen of that firm the same man as James }full'en, Secretary of the Granite Hall Fa.rms Corporation?
A. Yes, sir.
. Q. Were they at the time Mr. Paschall's personal attorneys
also?
A. Yes, sir.
Q. If you are able to say what payments were made on
account of both interest and principal of the debt secnred
by this deed of trust prior to August, 1923, I will ask you to
either make an. oral statement or file a written statement showing those p~ym.ents;
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A. I am __l)repared to tes-tify as to any payments on the
onhe debt I cannot no\v testify from recollection
about the payments of interest, but I have with me a paper
sho"\\ring thqse payments. I find, upon reference to that statement, that on November 3, 1920, there was paid to the Virginia Trust Company $1,800.00; that was a payment on account of interest upon the $60,000 of :first mortgage bonds.
The next payment was a payment of $6,800 on
page 156 }- April 19, 1921; of that payment $1,800 was ou
account of interest on the $60,000 of first mortgage bonds, and $5,000 was on account of the payment of
the principal of bonds numbers one to five of the' $60,000 of
first mortgage bonds.
The next payment was a payment of $1,650 on August 20,
1921, on account of interest.
The foregoing were all of the payments received by the
Virginia Trust Company prior to August, 1923.
Q. Mr. Gordon, you have not mentioned any payment of
principal or interest on the $40,000 note. .Am I correct in
inferring that no payments were made on that note!
A. No payments 'vere· made to the Virginia Trust Company prior to that time on account of the $40,000 second mortgage note.
Q. What person, firm or corporation held bonds No. 6 to
60 and the second mortgage note during the period from
the date of their original delivery up to the dHte in August
when the second mortgage note was sold?
A. The Virginia Trust Company.
Q. And no one else Y
A. Nobody else.
Q. Did that concern continue to hold those securities
throughout that period under the original agreement by which
it acquired the ownership and passession of them~
A. Yes, sir.
· Q. Among its activities, does the Virginia
page 157 }- Trust Company engage in making mortgage loans
to any extent 7
A. Yes, sir, it makes a large number of loans every year,
agg-regoa ting several million dollars.
Q. Throughout the year 1921, to what extent would you
say payments were made on account of interest and principal upon mortgage bonds at the office of your company here
in Richmond~ Was it a daily transaction with you to receive
those payments or an unusual one Y
A. All of the loans that we make bear date on the first
day of some month, in order that all payments of principal
princ~pal
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and interest may fall due on the first day of the month; so
that on the first day of each month and for several d_ays
following we receive a considerable amount of principal and
interest.
Q. Was that true in 1921 and throughout that yeart
A. Yes, sir.
Q. Would yon say from your kno,vledge of your business
there whether those payments are numbered considering each
coupon or bond as a separate payment, by the hundreds of
thousands on the first of each month T
A.' I believe they run into the thousands.
Q. Was that true in 1921 and throughout that year fA. Yes, sir.
Mr. Buford: Do you mean that the coupons run into the
thousands, or the payments of money on the
page 158~ coupons?
Witness : I mean the coupons.
By Mr. Christian =
Q. I hand you herewith an instn1ment whicl1 is headed
Granite Hall Farms Corporation, "FIJRST MORTGAGJi1
. SIX PER CENT GOLD NOTE", and under that it has the
figures $40,000, and is dated May 1, 1920, payable five years
after date at the office of your company, Richmond, Va., and
says on its face that it is secured by a mortgage of even date
therewith from Granite Hall Farms Corporation to the Virginia Trust Company, duly recorded in Mecklenburg County,
Virginia, and it purports to have been signed on behalf of tbe
Granite Hall Farms Corporation by J. R. Paschall, Presi<lent,and there is affixed thereto what purports to be the corpora t€~
seal of that corporation, purporting to be attested by ,James
Mullen, Secretary, "ith $20.00 war tax stamps affixed and
canceled; and a trustee's certificate is appended thereto,. certifying that the note is the note described in the mortgage
mentioned on the face of the note, dated May 1, 1920 ;· and
that. certificate purports to have been signed on behalf of th~
Virginia Trust Company by J. M. Carter, Jr., Assistant Secretary. I ask yon to examine this instrument and say, if you
know, whether or not, that is the note for $40,000 referred to
·in Exhibit #11 with the bill of complaint?
page 159} A. (Examining) It is the second mortgage note
referred to in Exhibit #11 with the bill.
Q. Please file it as Exhibit Gordon #1 with your evidence.
· A. I do.
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Note: Said note is here filed, marked Exhibit Gordon #1.
0

By Mr. Christian:
Q. On the back of the note there is a blank endorsement on
it purporting to be the endorsement of Granite Hall Farms
Corporation by J. R. Paschall, and reading as follows:
''·Granite Hall Farms Corporation
0

By J. R. Paschall
Pres. and Treas. ''
"GUARANTY.

"I, the und.ersigned, for value received and in consideration of the purchase of this Note by the holders hereof, guarantee the prompt payment of this Note, both principal and
interest, as and 'vhen the same becomes due, and hereby agree
to remain bound for the payment thereof, notwithstanding
any extension of time that may be granted to the obligor,
waiving all notice of protest; and further agree
page 160 ~ not to claim any right to be subrogated to the
rights of the holder hereof until all of the Bonds
and Coupons referred to in the within mentioned Deed of
Trust have been paid in full.
WITNESS the following signature and seal the day and
date in this Note stated.

J. R. PASCHALL.''
Having heard me read that guarantee to the reporter, can
you say whether, or not, I read it correctly?
A. You did.
Q. This note also bears on its back a rubber stamp dating
of August 21, 1923, followed by the words in pen and ink:
"Aug. 21, 1923, interest to date on this note has been adjusted to our satisfaction.
VA. TRUST CO. (HWJ-JRW)."
Can you say who wrote that on there by looking at the
writing?
A. (Examining) Yes, sir. That is in the handwriting,

r- -
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except the rubber stamp part of course, of :Mr. J. R. Wilson,
whose initials are put there as J. R. W. J\tir. John R. Wilson
is the Auditor of the Virginia Trust Company.
Q. You said that in 1921 you received a payment of $5,000
on account of the principal of the debt evidenced by these 60
bonds described in Exhibit #11. Who paid you that money?
A. That money was paid us by Mr. J. R. Paspage 161 ~ chall. I mean, we received it from him.
Q. Can you say whether, or not, he was President of the Granite Hall Farms Corporation~
A. I am quite sure he was.
Q. To the payment of what bonds was that $5,000 applied
by you?
A. To the payment of bonds numbers one to five inclusive.
Q. I hand you a paper now for identification. which, if you
ean identify, I will ask you to identify and file as Exhibit
Gordon #2.
A. (Examining) The paper itself is signed by Mr. J. R.
Paschall, but the balance of the written matter is in the handwriting of Mr. Allen Hewett, who is a clerk at tl1e Virginia
Trust Company. I herewith file the same, marked as requested.
Said paper, dated Richmond, Virginia, October 27, 1921,
and being a receipt for bonds Nos. one to five of the Granite
Hall Farms Corporation due May 1, 1921, signed by J. R.
Paschall, is here filed marked Exhibit Gordon #2.
Bv Mr. Christian:
·Q. What \Vere the duties of Mr. Allen Hewlett at the time
that receipt is dated?
A. 1\tir. Hewlett is the chief clerk under Jvir.
page 162 ~ Charles Watkins, who is· the manag~r of the Bond
Department of the Virginia Trust Company, and
in that capacity it was his duty to attend to the delivery of
those bonds and the taking of the proper receipts therefor.
Q. Did his duties also include the receipt of payments on.
account of principal and interest from your debtors and redelivery to them of securities eVidencing the mortgage loans?
A. Yes, sir.
Q. He is now employed, is he not, by the Virginia Trust
Company?
A. Yes, sir.
Q. Can yon say what demands, if any, have ever been
made by any one for the payment of those five bonds since the
date ~f that receipt, or for a payment of intere.st thereon, ancl
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upon what occasion, if any, the bonds have been presented
for payment at your office in accordance with the right given
the holder under the terms thereon t
A. No demand for either the principal or interest of those
five bonds has ever been made at the Virginia Trust Company since that date, nor have they ever been presented for
payment or any other purpose.
Q. Can you say from your records whether, or n.ot, any
endorsement of any payment or cancellation was made on
those bonds at the time of their delivery to Mr. Paschall; or,
if you cannot say from your records, can you say from your
knowledge of the instructions under whieh Mrpage 163 } Hewlett performed his duties at that time,
whether any such endorsement or any endorsement of subordination to the other indebtedness secured by
the deed of trust should have been made thereon if the practise was followed f
A. There is no record of any kind at our office about the
delivery of these bonds to Mr. Paschall, as shown. by the
Exhibit Goroon #2, except that exhibit itself, and the further fact that our books of course show the receipt of the
payment of the $5,000.
Q. I 'vill ask you now to state your practise, if you have a
_practise, which would furnish any evidence as to whether or
not any endorsement was made on these bonds?
A. It has been the uniform practise of the Virginia Trust
Company ever since I have been connected with it, either to
mark paid or to subordinate by a writing or printing on the
face of the bond, before any bond or obligation is surrendered
to anyone, "in every instance where the Trust Company still
holds unpaid obligations secured in the same deed of trust.
We never deliver an obligation under those circumstances
without either stamping it paid or subordinating it, for the
reason that we are not willing to have somebody else a part
o'vner in the outstanding securities. It is our practise, where
the guarantor or endorser takes np a part o£ the securities
secured in a deed of trust, to subordinate the sepage 164 ~ curities so taken up before delivering them to
the person who takes them up, if 've still hold
some of the nnpaid securities.
Q. It may be well for you to state what the contents are
of the endorsement for subordination to which you refer,
just what it says in a general way.
A. It will run very much like this: "This note (or bond)
on the express understanding
is transferred to
and agreement, however, that it shall be and remain a lien of
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inferior dignity to a11 of the balance of the notes or bonds
secured by the within mentioned deed of trust and still outstanding;'' and that is _signed by the Virginia Trust Company.
·' Q. Under the practis·e obtaining in your company throughout 1921, did Mr. Hewlett have custody of such bonds as these
five!
A. Yes, sir. He is in immediate charge of all the real estate
bonds belonging to the Virginia Trust Company and handled
in the Bond Department.
Q. He, then, unless he was absent on account of sickness
or for some other reason, would have been the one actually
to give up possession of these securities and place upon them
any endorsement or notation which was made thereon, woulcl
he not 01
A. Yes, sir. Mr. Hewlett had handled so many transactions
of a similar nature that he knew perfectly well the form of
the writing to be placed on the bonds in order to
page 165 ~ subordinate them.
.
Q. Did Mr. Hewlett have discretionary power
under your plan of organization at the time of this transaction to make a special agreement departing from his jnstructions as ·to the practise otherwise binding upon that department of your business or would such discretion vest in
officers superior to him ~
A. Mr. Hewlett would- have no such discretion.
Q. Was your loan secured by this deed of trust what yon
would term, by comparison with other loans with which you
are familiar and which your company makes, a satisfactory
mortgage transaction, or an unsatisfactory one T
A. It was unsatisfactory, in that the payments of principal and interest were not make on their due-dates.
Q. Speaking of the fact that·this $40,000 note was held as
collateral by the Virginia Trust Company, which did not hold
the same as the absolute owner thereof, I think you failed to
state the amount of the debt and precisely whose debt it was
for which this $40,000 note was held as collateral. At any
rate, I will ask you now to state such details us you ca.n recall.
A. I did state, or should have stated, that this $40,000
note was among the collateral held by the Virginia TruRt
Company for four notes of $15,000 eaeh executed by Mr. J. R.
Paschall and dated ~fay 1, 1920. The note with which this
collateral was deposited was discounted and the
page 166 ~ proceeds paid to Mr. Paschall.
.
Q. Do you happen to remember- whether they
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were so paid in cash, or whether they 'vere used to take up
a pre-existing debt~
·
.
.A. Very much the larger part, anyhow, was used to pay
a pre-existing debt. I do not remember now whether there
was a small amount of money paid out by the Virginia Trust
Company at that time, but I know that this deed of trust or
May 1, 1920, was refinancing prior loans.
Q. In this letter to Mr. Paschall, a copy of which was in
your file and referred to in another question, which letter
is dated September 9, 1920, sending him some canceled notes,
among other notes referred to are three notes executed jointly
by him and the Gra.uite·Hall Farms Corporation oggregating
$75,000. Can you say whether, or not, they were the old
notes in question?
Q. I will state right here that the Granite Hall Farms
Corporation, when we made the first loan to the Corporation, owned the tract of land in Mecklenburg County and also
a considerable acreage in North Carolina. Subsequently thu
North Carolina laud was ·sold by the Corporation and 've released that from our mortgage; so that when the mortgage
of 1\tfay 1, 1920, was executed, the corporation had sold all
of its land except that in Mecklenburg County, Va.
Mr. Buford: R.eference has been made twice, I believe,
to a letter which appears to be a carbon copy from
page 167 ~ Mr. Gordon's files. If Mr. Gordon wishes to keep
that copy in his files, we suggest that it be read
into the record here.
Witness: I herewith file the same marked Exhibit Gordon
#3.
Note: Said carbon copy of letter .is here filed as Exhibit
Gordon #3 and reads as follows:
September 9, 1920.
~Ir. J. R. Paschall,
~ferry ~{ount,

.

-·-··-·-...;::..·--~

N.C.
Dear Sir:R-eferring to Mr. Jerman's letter to you today, I am forwarding under separate cover the following papers pertaining to your previous loans :
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Deed from Granite Halls Farms Corporation to Virginia
Trust· Company, Trustee, dated February 19, 1919.
92 Cancelled bonds Granite Halls Farms Corp. at $1,000
each, dated October 1st, 1912, being Nos. 8 to 100, inclusive.
Cancelled bonds Nos. 1 to 7, inclusive, having been prev·
iously returned to you.
Cancelled bonds at $1,000.00 each of Granite Hall Farms
Corporation, being Nos. 1 to 75, inclusive, and dated January
2nd, 1919. ·
3 cancelled notes of the Granite Hall Farms Corporation
and J. R. Paschall, dated Jan. 3rd, 1919, for the respective
sums of $20,000, $25,000 and $30,000.
page 168 ~ 2 cancelled notes of Granite Hall Farms Corporation and J. R. Paschall, dated Jan. 3rd, 1919,
at $900.00.
4 cancelled notes of Granite Hall Farms Corporation and
J. R. Paschall, dated Jan. 3rd, 1919, at $750.uu.
6 cancelled notes of Granite Hall Farms Corporation and
J. R. Paschall, dated Jan. 3rd, 1919, at $600.00 each.
Very truly yours,
Manager, Bond Department.
B.y 1\fr. Christian :
Q. ·Referring now to the collateral loan, and comparing
that loan with your other collateral loans, would you say
that was a satisfactory loan, or not?
A. It was not satisfactory from the viewpoint of a banker;
that is, it was not paid at maturity.
Q. Was any effort made by the Virginia Trust Company to
secure payment of the maturing principal and interest on account of the collateral loan prior to August, 1923?
A. Yes, sir, repeatedly, both by let~ter and in person.
Q. Did you personally have any information at that timf~
with regard to the negotiations looking towards the settlement
of that debt!
A. I personally knew that Mr. Jackson, President of the
Virginia Trust Company, had repeatedly called on Mr. Paschall for payment.
Q. I notice from the agreement securing the
page 169 ~ payment of the four notes for $15,000 each, that
interest upon those notes was pt,yable semiannually, and that the notes themselves were payable respectively at 1, 2, 3 and 4 years. Can you say to what extent those notes were not paid in accordance with their terms t
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A. I know that one of those notes was past due w~en we
sold the collateral in August, 1923.
.·
Q. That would have been trne, because of this collateral
under the agreement dated May 1, 1920, two notes appear to
have been paid off and the third note had been past due since
1\fay 1, 1923. Do you know that is true 7
·
A. I know that is true.
Q. Did J\IIr. Paschall ever give any reason for his failure
to complete his contractual obligation with reference to that
debt~

A. Mr. Paschall had met with financial reverses, and I
imagine he just was not able to pay it. I know that there
were numbers of letters passing between l\1:r. Jackson and
Mr. Paschall about the matter, and Mr. Jackson was urging
him to take up his obligations.
Q. Did you ever get that debt paid'
A. Yes, sir, that debt was paid on August 21 or 22, 1923,
by the sale of the collateral.
Q. I hand you herewith what purports to be a carbon copy
of a letter to Mr. Paschall, which carbon I had
epage 170 ~ withdrawn from your files. The letter is dated
August 16, 1923. I ask you to identify that, if
you can. and file it as Exhibit Gordon #4.
A. (Examining) That letter was written by Mr. Walker
Scott, Vice-President of the Virginia Trust Company, and 1
]{new all about it at the time it was written. I herewith file
it as Exhibit Gordon #4.
Note: Said carbon copy of letter is l1ere filed as
Gordon #4, and reads as follows:
·

E~hibit

August 16, 1923.
Mr. J. R. Paschall,
1\ferry Mount,
N.C.
Dear 1\fr. Paschall:
Default having been made in one of the two (2) $15,000.00
notes, dated May 1st, 1920, and secured to be paid under your
collateral trust agreement of even date therewith, we beg
to advise you that pursuant to the authority and power given
to the Virginia Trust Company as Trustee under said agreement, we shall proceed to sell and dispose of the remainder

,~-

172

Supreme Court of Appeals- of Virginia.

of the collateral pledged as security for the above mentionect
two ( 2) notes, viz :
$40,000.00 second mortgage note of Granite Hall Farms
Corp.;
$35,000.00 Piedmont Power & Light Company
page 171 }- bonds ;
··
$10,000.00 Bugg note.
It is our purpose to sell this collateral at public sale at
the brokers' board ~fter three days' published notice, and
we are handing yon herewith enclosed a copy of the notice
substantially in the form in which it 'viii be published.
Yours veJ;y truly,
vtb

Vice-President.

By -Mr. Christian~
Q. I notice in that letter that- you tell Paschall that on
accpunt of default in the payment of this collateral loan, you
purpose to cause the collateral, including the $40,000 note
which has been put in evidence as an exhibit with your testimony, to be sold, and that the sale will be held at the broker's
board, Richmond, Virginia, three days after notice·. · Did you
hold that sale, or not f
·
A. We did.
.
Q. Did Mr. Paschall attend it, or not?
A. I don't think Mr. Paschall was present.
Q. Where was that sale held, and when Y
A.It was.held at the Richmond Stock Exchange on August
21, 1923, at 12.15 P. M., and the securities were
page 172 } knocked out in the name of Edgar Allan, Jr. I
will add that the term ''Brokers' Board'' as used
in . the letter of August 16, 1923, means the Richmond Stock
Exchange.
·
Q. Can you say whether there was any notice given of that
sale, and if so, by what method it was given'
A. A notice of the sale was published three or four days
before the sale in the Richmond Times-Dispatch. ·
Q. If you have an extra copy of that notice of sale, will
yon please file it Y
·
A. I am about to :file a copy of the notice as published in
the newspaper, and do accordingly file that copy as Exhibit
Gordon #5. I also :file a copy of the notice referred to in
the letter of August 16, 1923, as enclosed therewith, and am
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attaching that to Exhibit Gordon #4 as a part of that exhibit.
Q. Did you engage in any negotiations with Mr. PaschaH
prior to that sale, designed on his part to prevent the sale 7
Did you personally, I mean Y
A. No, sir.
Q. Do you know whether anybody had any negotiations
with him on behalf of the Virginia Trust Company, incidental
to his desire to prevent the sale from occurring~
A .. Not to my knowledge.
Q. You do not know of your own knowledge of any officers
or employees of the company -that heard ·from him at all before the sale, after August 16, 1923 Y
page 173 } A. No, sir, I do not.
.
Q. Have you examined carefully all of your
files· of correspondence bearing on your transactions with
Paschall, culminating in this letter Y
A. I cannot say that I have gone over that correspondence
carefully. It is very voluminous and I ran over it hurriedly
and I am sure that I did not read all of the letters.
Q. In any event, it is here to be used by counsel for inspection, in the event that they believe there is some letter
from Paschall seeking to avoid the sale?
A.. That is what I brought it here for.
Q. .And you do not find any letters showing a. design on
his part to avoid a sale 1
A. None that I ever heard of.
Q. What was the result of that sale?
A. The securities were knocked out to Mr. Edgar Allan,
Jr.• for the sum of $37,200.00.
Q. Have you a. statement of those securities and the method
in which the sales money 'vas applied by you Y
A. I have.
Q. Will you please fife such statement Y
A. I here,vit~ file it as· Exhibit Gordon #6.
Note: Said statement is here filed as Exhibit Gordon #6
and reads as follo·w·s:
I

page 174}

J. R. PASCHAIJ,.

Bonds, Sunbury Lumber. Co.,
Bonds, Piedmont Power & Light Co.,
Note, E. I. Bugg, secured by $12,000.00 Bonds
Note, Refuge Plantation,
Note, Granite Hall Farms Corp.,

$35,000.00
35,000.00
10,000.00
40,000.00
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The above securities held by us under $60,000.00 Collateral
Trust Agreement, were sold at public auction today and bid
in by Edgar Allan, Jr., for $37,200.00. The following statement shows disposition of the proceeds of the sale:
Note due 1\fay 1, 1923, .
$15,000.00
Note due May .1, 1924,
15,000.00
Int. on above ftom Sept. i, 1922 to date@ 6#
1,770.00
Int. pd. Bond Dep. a-c Granite Hall Farms Corp.,
5,270.25
Check to Times-Dispatch, a-;c advertising sale,
31.57
Cheek to Davenport & Co., conducting sale,
100.00
Check to J. R. Paschall to balance,
28.18
$37,2oo:oo
August 21st, 1923.
By Mr. Christian :
Q. I now hand you what purpo1·ts to be a carbon copy of a
letter of William B. J erm.an, Assistant Treasurer of the Virginia Trust Company, to Mr. Paschall, dated August 24, 1923,
enclosing him a check to his order fot $28.18, being the residuH
of the proceeds of sale over the expenses and the amounts
applied by you to the payment of indebtedness.
page 175 ~ Can you say whether that check ever came back
to you endorsed by Mr. Paschall?
A. Yes, sir, that check subsequently came back to us properly endorsed.
. ·
Q. Did Mr. Paschall ever acinowledge in any other way,
or say anything further to you, about that sale, as far as
your files disclose~
A. Not a word, as far as I can rec.all. I file herewith the
letter sending 1\tir. Paschall the $28.18 as Exhibit Gordon #7.
Note: Said letter is here :filed as Exhibit Gordon #7 and
reads as follows:
August 24th, 1923.
~f.r. J. R. Paschall,
~ferry Mount.

N.C.
Dear

~Ir.

Paschall:

We are enclosing herein a statement of the list of the
collaterals which we held under your C<?llateral 'rrust Agree-
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ment and also all of your notes marked paid or cancelled,
and a 0heck to your order for the balance due you, $28.18..
Sincerely yours,
\VBJ-.A

Asst. Treasurer.

page 176 } By Mr. Christian:
Q. I notice that this sale was made by Davenpo1·t & Co. Will you explain who they are, and 'vhy they
were selling the property~
A. Davenport & Co., are brokers of this city, and the Virginia Trust Company employed them to conduct the sale at
the Brokers' Board.
Q. They are members of the Richmond Stock Exchange Y
A. Yes, sir.
Q. What did you do with the property offered for sale
when it was last in your hands, that is, to whom did you deliver it?
A. I don't think that I myself actually delivered it. That·
'vas probably done by M:r. J. R. Wilson, the Auditor of the
company, and my 1;1nderstanding was that he deliverec;l it
to Messrs. Swink and Gresham.
Q. So you continued. after August 21, 1923, to own the
bonds nos. 6 to 60 for a number of years, did you not?
A. Yes, sir.
Q. \Vill you continue the statement that you made this
morning of amounts of principal and interest received by
the Virginia Trust Company prior to August, 1923, showing what sums you received on account of principal and interest on those bonds in August, 1923, and thereafter; and,
to the extent that your records show it, I would
page 177 } like for you to say who made the payments ancl
what finally happened to the bonds?
A. The statement I referred to before shows that on AugusJ
22, 1923, we received $1,650 on account of interest and $129.25
on account of interest on the $1,650 from its maturity on May
1, 1922, down to August 20, 1923.
Also, $1,650 on account of interest due on the bonds on
November 1, 1922, and $79.75 interest on the last mentioned
amount from its maturity date to August 20, 1923.
Also, $1,650 interest on those bonds due on May 1, 1923,
and $30.25 interest on the last mentioned amount to August
20. 1923.

We also received on the same date, that is, August 22,

,~-
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1923, $81.00, the amount of premiums that we had paid on
a fire insurance policy on the property.
.
Q. I have here in my hand 'vhat purport to be the coupons
of all sixty of the bonds that fell due on November 1, 1920,
and on May 1, 1921, and ·what purport to be the coupons orr
the' bonds Nos. 6 to 60 'vhich fell due on November 1, 1921,
on May 1, 19~2, November 1, 1922, and May 1~ 1923; and all
of those coupons are stamped paid. I see no use in cumbering the record with them, but I ask you to identify them and
leave it to the other side to file them if they want to.
A. (Examining) These are the coupons which you have set
out in your question to me; and if any one desires to havethem filed, I 'vill be glad to do so. They ·were all
page 178 ~ paid.
Continuing my statement of payments on account of principal and interest received by us, I will say that
we did not receive any payments on account of principal and
interest on bonds Nos. 6 to 60 until September, 1926, at
which time the full amount due us on account of bonds or
coupons then in our hands was paid, either by cash or notes
with the securities assigned as collateral security. On September 25, 1926, we sold the bonds Nos. 6 to 60 with 170
coupons, 45 of 'vhich fell due on November 1, 1923, and 45 fell
due on May 1, 1924; 40 fell due OJ! November 1, 1924, and
40 fell due on May 1, 1925; in consideration of $25,691.49 of
cash which we had on deposit to the credit of Florence P.
Paschall, and note of one W. H. Dameron for $40,000, and
$1,755.90 in cash delivered to us by J. H. Bridgers who is the
President of Securities Holding Corporation.
We retained all of the bonds and coupons as security on
the Dameron note until, on January 10, 1927, Dameron paid
us the amount due on his note and we delivered to him a II
the said bonds and coupons along with the original deed of
trust securing the same.
We had an instrument of authority which can be produced,
if necessary, which was signed by Florence P. Paschall authorizing us to apply her money in the way we did apply it,.
it being represented to us at the time that she was the principal stockholder of Securities Holding Corporapage. 179 ~ tion.
_
Q. Mr. Gordon, when did you liear anything
more about this deed of trust, Exhibit No. 11 with the bill,
after January 10, 1927 f
A. In the latter part of January when we received a com- ·
·munication from 1\{essrs. Christian and Barton, counsel for
Messrs. Swink and Gres~m, calling our attention as Trustee
"'

.
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to certain violations of the covenants in the deed of trust
of May 1, 1920.
Q. Up to the time when you parted 'vith the title to these
bonds, can you say whether, or not, you made demand on
Granite Hall Farms Corporation and Paschall as President
from time to time for the payment of the delinquent moneys
·
due and owing?
A. We did, repeatedly, to them, on account of the bonds
and on account of the fire insurance on the property and the
delinquent taxes.
Q. Can you say whether, or not, those defaults persisted,
notwithstanding demand, for longer periods than thirty days?
A. They did persist for much longer peri-ods than thirty
days.
Q. What did Messrs. Christian and Barton, as counsel for
Gresham and Swink, ask you to do, aside from what they
asked you to do in the letters filed with the bill of complaint 1
Anything else T
.
A. I recall nothing else except what is set out in those two
letters.
Q. Can you say whether the lette:r-s filed as Expage 180 ~ hibits Band C with the bill of complaint, purport,
ing to be addressed to your company by Christian
and Barton, were actually delivered~
A. Yes, sir, both of them were delivered to us.
Q. Were you called on at that time in your capacity as
counsel for the Trust Company, to advise it as to the proper
steps it should take?
A. Iwas.
Q. By whose advice was this suit instituted~
A. It was on the advice of Mr. E. M. Long, who is also
counsel for the Virginia Trust Company, and myself, after
conference with Mr. Jackson, who is the President of the Company.
Q. Are you sufficiently familiar with the subsequent happenings affecting this land and in these proceedings, to look
at the report which is a part of the proceedings in this suit
of a sale of the land by the Virginia Trust Company under
the terms of the deed -of. trust, and say whether that report
is true, or not?
A. Yes, sir, that is a true and correct report ~n connecti~Jn
with the sale.
.
·
Q. Under a decree in this suit entered on May 2, 1927,
various parties to the suit were ordered to deliver bonds and
coupons and money to you, and you 'vere ·ordered to mark
some of the bonds paid and canceled, and file others with the
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Clerk of the Court, and your action under that decree, as I
understand, has been made the subject of a report to the
Court dated May 15, 1927, which has been filed
page 181 ~ in the Clerk's Office but has not actually been
made part of the record in this suit, due to the fact
that no d~cree has yet been entered filing the same. I hand
you this paper and ask you to say whether, or not, the facts
jn!"it are true f
~~A. (Examining) The facts stated in this repurts are true
and correct.
CROSS EXAJMINATION.

Bv Mr. Buford:
. Q. Mr. Gordon, were you present at the office of Davenpprt
& Company when the securities, including the $40,000 riote
of the Granite Hall Farms Corporation, were sold?
A. To the best· of my recollection I was.
Q. You are not certain of it?
A. I 'vould not be willing to swear to it, but I am almost
positive that I was present.
Q. Has there been any demand made by the Virginia Trust
Company as Trustee at any time, either befor~ or after the
sale, for interest on that note for $40,0001
A. No, sir, I am quite sure there has not been.
Q. And no interest was paid on it?
A. No, sir. That note, down to the time of that sale, was
held as collateral.
p~ge 182 ~
Q. ·And at the time of the sale you I1eld as collateral two notes for $15,000 each given by J. R.
Paschall?
A. Yes, sir.
Q. The other two notes for $15,000 each had been paid be. fore that time, had they1
A. Yes, sir.
Q. What other securities do you recall were held by the
Virginia Trust Company as collateral for the notes of Mr.
Paschall?
A. The other collateral is set forth in the paper which I
filed as Exhibit Gordon #6, and 'vere as follo,\"s :
$35,000 in bonds of Sunbury Lumber Company;
$35,000 Piedmont Power & Light Co. ;
Note E. I. Bugg, for $10,000.
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Q. Those were bonds of the Sunbury Lumber Company and
Piedmont Power & Light Company?
A. Yes, sir.
Q. Were yon present at any interviews that took place between Mr. Paschall and :1fr. H. W. Jackson, the President of
the Virginia Trust Company, relating to the sale of these
securities Y
A. No, sir. I have been present several times when Mr.
Jackson asked Mr. Paschall about settling up his past due
obligations, but I am quite sure that I was never present on
any occasion when there was mentioned to ~Ir. Paschall anything about selling the securities.
pag·e 183

~

And further this deponent saith :r;tot.

Signature of witness waived by consent
sel.
page 184 }-

o~

parties by coun-

GEORGE J. SHEPHERD,
having been :first duly sworn, deposes and says as

follows:
DIRECT EXAMINATION.
By ~{r. Barton :
Q. State your name, please, and your residence and occupation.
A. George J. Shepherd, Chester, Va., manufacturer of and
wholesale dealer in lumber.
Q. How long have you been engaged in manufacturing and
selling lumber f
· A. Since 1911.
Q. Have you since that time been buying and selling land?
A. I have been buying some timber; I have not been in
the business of buying and selling it, but I have bought it
for manufacturing.
Q. Are you the same George J. Shepherd who has been
the Receiver of the Law and Equity Court in the suit of
·Virginia Trust Company, Trustee, against Dameron and
others?
A. Yes.
page 185 }- Q. Did you visit the property involved in these
proceedings on Febrnary 1, 1927?
A. I can't say that was the exact date. I visited the prop·
erty immediately after being appointed Receiver.
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· Q. Y qnr report filed in this cause shows that you visited
it on February 1, 1927.
A. That is correct, then.
.
Q. The report sets forth that yon made an estimate at that
time of· the logs and manufactured lumber then on the property. '!'his report shows that you made an inventory of the
lumber· on the property at that time and it amounted to
115,583 feet. Did yon count the lumber there at that time 7
A. I counted every piece of it. Of course, you understand,
I did not measure it~ I counted each piece and averaged the
lengths.
Q. Is that the customary way of arriving· at the quantity
of· any body of lumber Y
A. I would .say that is the best way to get an estimate.
Q. Did you also estimate the number of feet of logs cut
but not manufactured at that time~
A. Yes, sir. ·
Q. Do you recall the amount of your estimatef
A. Around 125,000 feet.
Q. Were yon then advised that a certain
page 186 ~ amount of lumber had been shipped Y
. A. Mr. Harris told me that he llad shippecl
165,000 feet.
Mr. Buford: This answer is obje·cted to on the ground
that it is hearsay.
By Mr. Barton:
Q. Was there a saw mill there in operation at that time?
A. There was a saw mill on the property but it was not
operating that day.
Q. Was any one in charge of the saw mill when yon we're
there!
A. Mr. Harris was on ihe ground himself.
Q. Do yon mean Mr. R. A. HarrisY
A. Yes.
Q. Where does he live f
A. At Macon, North Carolina.
Q. Did Mr. Harris advise yon for whom he was sawing
the lumber?
A. He said he was cutting the timber for J. R. Paschall on
a special arrangement he had with him as to stumpage.
Q. Did he tell you what that arrangement was? If so,
please state it.
A. Yes. He said he was to mit the timber, manufacture
and sell it, and that for this he would receive two-thirds of
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the net f. o. b. price for his pay, and J\IIr. J. R. Paschall would
receive the remaining one-third for his stumpage.
Q. Did Mr. Harris state to you how much he
·page 187 ~ received for the lumber that was then being
shipped?
A. Yes. He said it would net him betw.een $18 and $18.50
a thousand ~eet.
l\!r. Bridgers: In order to protect ourselvea, we enter an
objection to what the lumber that had been manufactur·ed
was selling for. The decree says that the price of the timber has been agreed upon at.$4 per thousand.
Mr. Buford: All of this line of examination is objected
to, on the ground that it is hearsay evidence.
By :htfr. Barton :
Q. Did Mr. Harris at that time tell you how much lumber
had acrually been shipped from the property~ I mean, on
the occasion of your first visit, how much lumber had thet..
. been shipped?
A. Yes. As I said before, he told me that he had shipped
something like 165,000 feet.
Q. Did you make an inventory of the manufactured lumber at the station of the Seaboard Air Line known as Paschall.
N.C.?
A. Yes.
Q. Please state how much you found there?
A. Eight thousand feet.
Q. Your first report as Receiver shows 8,667
page 188 Ffeet; is that correct?
A. Yes.
Q. Did Mr. Harris point that lumber out to you as manufactured from timber tl1at had been cut from the Granite
Hall Farms property Y
A. Yes.
Q. Did Mr. Harris accompany you· the whole time that
you were making your inspection of the timber tract and
the cut timber? ·
A. Yes.
Q. When did you make your next visit to the property!
A. About two weeks later; about two weeks after the first
visit.
Q. What did you do on the occasion of that visit?
A. Nothing but to go over the timber and see that it was
being cut right and piled right.
Q. Was the saw mill in operation at that timet
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A. Yes, sir.
Q. Under the direction of Mr. Harris~
A. Yes.
Q. When did you make your third visit 1
A. I don't recall the exact date, but probably a week or
ten days after the second visit.
Q. Was it after you received a copy of the decree directing
you to go to the property ~nd designate where the 200,000
additional feet should be cut?
page 189 ~ A. I think the third visit was before receiving
that. The fourth visit was after receiving that.
Q. When you arrived there on your third or fourth visit,
that is, the visit after receiving the copy of this decree, waA
1\{r. Harris already cutting the additional 200,000 feet 1
A. Yes.
Q. Had he proceeded to cut this additional 200,000 feet
'vithout waiting for you to point out the place whe;re the
cutting was to be made?
A. Yes.
Q. On your first visit did you have an opportunity to inspect, and did you inspect, the standing timbet· to see the
quality of the timber and the approximate number of feeT·
per acre it would yield?
A. Yes. I looked at it in a general way, and would say I
have a fair idea of the quantity of timber it would yield per
acr.e.
Q. How much do yon think it would yield per acre?
A. Around 12,500 feet on a.n average.
~Q. Did you make another visit to the property in company
"\'\"lth Messrs. Bruce and Easley of R.ichmond?
A. Yes.
Q. Did you at that time make any estim~te of the amount
of timber that had been cut?
A. No close estimate, no. I went over the proppage 190 } erty with ~Ir. Bruce and Mr. Easley but I never
counted this as an official visit of mine. I simplv
"rent there in order to accompany them.
.,
Q. Did you go there for tbe purpose of showing to them
the property which was in your charge as Receiver and on
whicb the timber had been cut?
A. No. I happened to be going to Warrenton~ N. C., on
other business at the time they were going down there, and I
took Mr. Bruce and Mr. Easley with me to Warrenton; and
after I finished my business at Warrenton I went back with
them to. Paschall ,.s place for them to go over the timber:.
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It is true I went over it but I did not undertake to estimate it myself.
Q. Did you make another and final visit and actually count
the number of feet of manufactured lumber on the property?
A. I made a final visit but I did not count tile number of
feet. The Court did not give me instructions to do that.
Q. Who was with you on that final visitY
A. I was alone.
Q. Were you not with Mr. Bruce?
A. Yes, but when I went back on what I consider my :final
visit as Receiver, I went down to this mill to turn this property back to the Granite Hall Farms Corporation on this
Court order. I was counting that my final visit as Receiver.
But I did go with Mr. Bruce afterwards.
.
Q. I am talking now about your final visit with
.
page 191 }- Mr. Bruce.
A. That was with Mr. Bruce.
Q. Did you at that time count the amount of lumberY
A. Yes, on the lumber yard, and I also made an estimate
of that on the siding.
Q. Have you those figures with you?
A. No. ~fr. Bruce and I made up those figures together
and he turned it in.
Q. ~Ir. Shepherd, as a result of your various visits to the
property and inspection, .will you plea.se state how many
thousand feet of lumber you think has been cut from the
property¥
A. I can't say definitely about that without knowing about
how much land it had been cut from. Mr. Bruce and Mr. E.asley, when they were on the property with me, thought that
100 acres of land had been cut over.
IVIr. Buford: This answer is objected to on the ground that
it is hearsay.
Witness: But :from the looks of the land and the size of the
sawdust pile, it looked to me that close to one million feet of
lumber had been cut.
By ~Ir. Barton:
Q. In your opinion, has the best portion of the timber been
cut from the tract, and is the remaining timber
page 192 }- as .good as that which has been cut Y
.
A. You mean the best portion as to quality?
Q. As to quality.
A. Yes.

r-----
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Q. In other words, you think the best portion as to quality
has been cut-from the tractT
A. Yes.
Q. What is the a.ppea.rance of the whole timber tract since
the cutting has been done Y Is it ragged or uniform!
A. Well, the part that was cut was cut off of one end of the
property, and I would say it was. cut fairly clean where· it
was. cut over.
Q. Please state, in your opinion as an experienced timber
man who has been buying timber and manufacturing lumber ·
for a number of years, your idea as to the value of that tract
now with the timber removed, compared with its value prior
to the cutting.
.
A. ·What do you mean? Do I think that the value of timher left standing now, 'vith 'vhat has been cut, wo.uld be as
great as it was originally Y
·
.
Q. I mean, if the remaining timber were a.ffered for sale
now, how much would it bring in comparison with the price it
would have brought prior to the cutting1
A.. ·Well, any tract o~ timber that has- been cut into like
that tract has been, the sale price is naturally
page 193 ~ hurt by doing so. To explain what I mean, I
would say that if the timber left there was worth
$20,000, and $5,000. worth had been cut away, making in all
$25,000-if that is the case, I think any timber salesman would
stand a much better chance of selling it at $30,000 before any
timber was cut than he would of getting $25,000 in the two
transactions.
Q. In other words, if $5,000 worth has been removed from
the property, in addition to the $5,000 worth removed, the
timber on the property has been-depreciated in.value another
$5,000? .
.A. Yes, by cutting into .it.
Mr. Bridgers: We note an objection to that, on the ground
that it is irrelevant to this inquiry.
By Mr. Barton:
Q. How much do you think that the timber which has been
cut over was worth on the stump per thousand feet?
. A. From $5 to $6 a thousand.
Mr. Bridgers: I note an objection to that, on the grouuca
that the oAcrP.A ~t.ates an agreed price of $4 per thousand.

.......

~·

By Mr. Barton:
Q. These values and prices 'vhich you have mentioned, are
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they the current market values and the current
page 194 ~ prices that the timber would bring at the present
time¥
A. Yes. I don't think any one would have any trouble in
selling that timber for at least $5 or more a thousand feet
on today's market.
Q. Is today's market less than the market at the time this
timber was cut f
A. The lumber market is a good deal duller than it was
at that time. I judge timber would not sell as well today as
it did then.

CROSS EXAMINATION.
By Mr. Bridgers:
Q. I understand you to ·say that you did not make an estimate of the ac1·eage that was cut overi
A. No.
Q. Did you make your estimate of one million feet on the
size of the sawdust pile t
A. Yes, sir.
Q. In order to accurately ascertain the quantity cut, is it
not necessary to count the area cut by acres, count the stumps
by acres, measure the stump at. its top and the lap at its end
and the distance between?
A. That is consi.dered the mos.t accurate way of doing a
thing· of this kind.
page 195 ~ Q1. You did not do that 1
A. I did not.
Q. In your experience a·s a lumberman, that is the only way
you would say an accurate estimate could be made, or the
·
·
·
best way?
A. I think a very close estimate can be made by any experienced lumberman if the land was surveyed.
Q.. You would be sa tis:fied to count some of what are called
typical acres--count the stumps on a typical acre t
A. I saw most of this timber when it was standing, and .I
believe if the land was surveyed and you would average the
timber at 12,500 feet per acre, that it would come pretty
close to the exact amount that was cut.

RE-DIRECT EXA1viiNATION.
By Mr. Christian:
·
· ·
Q. Mr. Shepherd, while you did not make any survey of
that land, you have had considerable occasion in your experi-
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ence, have you not, to estimate how much acreage was in a
batch of timber~
A. Yes. In estimating timber, especially a small tract. I
always try to figure out the amount of acreage.
Q. In this instance you are basing your estimate of there
being about a million feet of lumber taken away
page 196 ~ from there not only on the sawdust pile, but you
also have a general picture in your mind of what
the · acreage was, do you?
A. Well, it looked like a large piece of land, and being that
~fr. Bruce and Mr. Easley are both men that I consider good
judges of land, I just took their word for its being that amount
of land there. .At the time I was there I had not been asked
to ascertain the quantity of timber that had been cut, and
'vhen they remarked that at least 100 acres of land had been
cut over, we were standing on a hill and they were surveying
it around, and I did not try to put my judgment of the land
against theirs. In the first place I didn't think it was necessary and I thought none of us were called upon to do it. That
is the reason I did not go into it any deeper.
The Commissioner: What is the percentage of accuracy
within which a skilled lumberman can come to the actual
amount of merchantable timber on a given tract of land per
acre~ Can he come within five per cent of it, ten per cent
of it, or one per cent of it Y
\Vitness: Well, of course that varies. I think most lumber people who are in the habit of estimating timber can
come within ten per cent of it at least.
page 197

~

And further this deponent saith not.

Signature of witness waived by consent of parties by counsel.
page 198}
T. A. HEWLETT,
.
·
having been first duly ·sworn, deposes and says as
follows:

DIRECT EXAMINATION.
By Mr. Christian:

.

· Q. State your name and occupation and how long you have
been engaged in that occupation.
A. T . .A. Hewlett, clerk at the Virginia Trust Company.
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I have been with the Company for eleven years or more, I
don't remember the exact date I went to work for them.
Q. Were you in the active performance of your duties at
the Virginia Trust Company in the months of October and
November, 19217
A. Yes, sir.
Q. At that time of what did your duties consist Y
A. I am a clerk in. the Bond Department, and at that time
I was assisting Mr. Watkins who is 1\ianager.
Q. You .speak of the Bond Department. Do you mean to
designate that department of the Virginia Trust ·Company
which has to do with the handling of loans on real estate evidenced by the bonds of the borrowers T
'
.
A. Buying and selling real estate bonds.
Q. Who had charge of the bonds of the Compage 199 r pa.ny secured by mortgages on real estate at that
time?
A. :rvrr. Watkins had charge of it, but I had charge of the
files and had charge of the book work.
Q. vVho handled the redelivery of bonds to people paying
them off or purchasing them from the Company?
A. I did.
Q. Have you any independent recollection qf a set of bonds
that were signed by the Granite Hall Farms Corporation,
held by the Virginia Trust Company at that time f
A. Yes, sir.
·Q. Do you remember, as a matter of independent recollection, in what way the coupons attached to those bonds and
the bonds themselves were paid off to the extent that they
were paid off, or do you remember whether they were paid
off, or not, independent of the records'
A. As far as the Virginia Trust Company is concerned they
'vere paid off. But 've never deliver bonds unless they are
canceled or either subordinated to the rest of the issue. That
receipt does not show what happened to them, whether they
"rere subordinated or 'vhether they were canceled. I don't
know.
Q. The receipt that was signed by Mr. Paschall?
. A. Signed by 1vir. Paschall.
Q. You are talking about the five bonds that were actually
.
paid. off, are you?
A. I 'vas talking about those particular bonds.
page 200 ~ Q. I was talking abon t the bonds generally of
that corporation. You do not remember Mr.
Paschall coming in on any particular day and paying you any
particular money, or do you remember that?
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A. I don't remember that.
Q. In other words, what I am getting at is this: can you
swear from your own recollection that those five bonds were
ever paid off! Unless you· knew that this ·suit was coming
up and had looked it up, could you tell¥
A. They were paid as far as the Virginia Trust ·Company
was concerned. I remember getting the money~
Q. Do you remember getting actually $6,800¥
A. We got the money. In a lot of cases we got money by
mail and the request to subordinate the bonds, that some endorser is taking them over.
Q. I don't know that you understand me. Laying aside all
of your records, and everything that you have heard Mr. Gordon say or 1\ir. Barton say, or that you have heard anybody
else say in this case, do you remember in your own mind that
on a particular day JYir. Paschall came in there. and handed
you or anybody else any money 1 ·
A. No sir.
Q. In other words, your mind is a blank as to those five
bonds?
A. Absolutely.
page 201 ~ Q. Why is it that you do not remember those
five bonds and what happened to them f
A. Well, with the number of bonds I handle it is impossible
to remember any particular bond.
Q. How many do you handle each month, do you suppose t
A. .All the bonds that I handle., buying and selling Y
Q. Yes, sir.
A. Oh, ii would run over a million dollars eve.ry month.
Q. What denominations are they in 1
A. One hundred, five hundred, one thousand (dollars).
Q. Do all of them have separate semi-annual coupons Y
A. Yes, sir.
Q. Were you handling the same number of those instruments back in 1921, approximately Y
A. Yes, sir.
Q. When did you take over the duty of receiving payment
of these bonds and of returning them to the person who made
the payment, the bonds and coupons that were paid off-how
long ago?
·
·
A. I came out of the S'ervice on December 31, 1918, and went
back to the office on J anriary·1, 191H.
Q. And you have been doing this :work ever since then Y
A. I have been .doing this work ever since then.
.
Q. Just now you said, having particular reference to those
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first five bonds, which are bond numbered one to
page 202 ~ five of the Granite Hall Farms Corporation $60,000 bond issue, about which I am on the point of
making .some inquiry of you, that whenever you got any money
in payment of bonds, you either marked them paid or subordinated. The bonds about which I want to find out from you
what you know with reference to their payment and the endorsement, if any, that was made on them were the bonds
which fell due May 1st, 1921. Suppose somebody came in
there that day and gave you the money to pay those bonds,
what means, if any, have you got of knowing· that if he had
asked you to give him those bonds without marking them paid
and 'vithout marking them subirdinated to the other obligations, you 'vould not have said" All right" and done what he
asked you to do~ "'Vhat makes you think that you would not
have done it~
·
A. VIell, I know I would not have done it, for the reason
that when a bond leaves that office, when it is paid as far as ·
we are concerned, we want to make sure that it does not turn
up again; and if people take bonds, unless they are subordinated or canceled, away from us, and inasmuch as they pay
a large amount of bonds and coupons every day, there would
be no way we could tell whether a bond had been paid before.
,.Phat is one reason, and another reason is that when a bond ·
is past due like that, the holder of the rest of the issue or
part of the rest of the issue evidently thinks that payment of
it has been made; and when we subordinate bonds
page 203 ~ it strengthens the rest of the issue. I don't kno'v
whether, or not, that is exactly plain to you.
Q. Tell me this : under your arrangements there, if I bought
a bond of the Granite Hall Farms Corporation from you falling· due May 1, 1921, and I brought that bond in there on that
date, the bond reading that it was payable at your office, and
asked for the money, 'vould you give it to me regardless of
whether the Granite Hall Farms Corporation had given you
the money to pay it with, or notY
A. No sir.
.
Q. Well, I have bought many a one from you that you have
paid me the interest on, and the principal, too, when you had
not gotten the money.
A. Well, I did not exactly understand you there, I don't
think.
Note: Question preceding the last one is here read to witness.
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Witness: Do you mean by that, 1\{r. Christian, that the
bond is not due, or at least that you are buying the bond for
investment and the bond comes due, whether we pay it, or
not?
Ry Mr. ·Christian:

Q. Yes.
A. We pay a bond, whether the money is there or not, on
the due date, and we do the collecting.
page 204 ~ Q. If I had been the owner of that $5,000 of
bonds falling due on !fay 1, 1921, and had brought
them there that day, would you have paid them whether the
money was there, or not?
A. We would have paid them.
Q. Was that true on May 1, 1921?
A. Yes, sir.
Q. Has that been your uniform practice for ten years~
A. Yes, sir, ten years or longer.
Q. You said that your Company had two reasons why you,
as its representative, never turned bonds over to a personA. I meant past due bonds.
Q. Past due bonds-who was paying them without marking
them paid or subordinated. One was because if you did that,
that man might come back a.gain with those bonds and get
them paid again. Is that right?
A. If I did not mark them subordinated or canceled he
might come back. I mean to say that after we have paid a
bond once, after it has passed over the counter once, we want
to make sure that it does not come over again.
Q. Did you determine upon that rule of guidance for your
conduct, or did somebody else inform you that your duties
were such that you should always mark these bonds paid or
subordinated at the time you delivered them when you came
on that job Y Where did you g·et that idea from, that it was
wise to do that?
page 205 ~ A. !-fr. Jackson.
Q. Did· Mr. ,Jackson tell you that when you
started in 1919, when you went on this job?
· A. Mt. Jackson and ~{r. Watkins. I have heard him say
it many a time.
.
Q. Do you mean you had iron-bound instructions in the year
1921 and throughout that year never to fail to do that in redelivering bonds f
A. Yes, sir.
.
.
Q. Now so far as you can recall has 1\:lr. Jackson ever in
special cases come to: you and told you ~o vary from that
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rule? Has there ever been a case in which he has told you
not to follow that rule?
A. No, sir. I have always stuck to that rule regardless of
·who the person was.
Q. Do you mean to say that in your eight years on that
job a bond has never left your possession without being
marked paid or subordinated, when it was paid by the maker
or by some person authorized to pay it by the maker7
A. So far as I know there has not been an exception.
Q. Suppose a whole issue is paid off and the payment is
not questioned, then you will assign them without marking
them paid or subordinated, will you f
A. Yes, sir.
Q. So your rule only applies when you are
page 206 } keeping some that are secured by the same deed
of trust?
A. Yes, sir.
Q. Would you then be willing to swear, as far as a man can
swear without having an actual, individual recollection o.f
these particular bonds, unless you were either asleep or crazy
these bonds were marked either paid or subordinated Y
A. I swear to that to the best of my knowledge and belief.
Q. Have you any rubber stamp of subordination that you
use in stamping these instruments?
A. Yes, sir.
Q. Can you say during what period of years you have made
was of that rubber stamp 7
A. l.VIr. Christian, I think we have had that stamp as far
back as five or six years. It is an old stamp, and I do not
1·emember ever having any other subordination stamp besides
that particular one.
Q.. Do you happen to recall whether it was there in 1919
when you started stamping these things, or not·~
A. I think it was. As I say, it was an old stamp and I do
not remember having any other stamp for that. Of course we
have so many stamps over there that I cannot remember their
ages. .
Q. Do yon mean that ever since you can remember there,
you had a stamp of this general character Y
A. Yes, sir.
page 207 } Q. Will you file as Exhibit Hewlett No. 1 an
impression of the stamp you are now using t
A. I herewith file as Exhibit Hewlett No. 1 an impression
of the rubber stamp we are now using for making the notation
on bonds of their subordination.

r
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And further this deponent saith not.
.

~

Signature of witness waived by consent of parties by counsel.
· ·
Note: Said Exhibit Hewlett No. 1 reads as follows:
"~he within obligation is hereby assigned to ........... ..
. . . . . . . . . . . , without recourse against the undersigned; and .
with the distinct understanding that it is to he inferior in
dignity to that of the lien of all the other obligations secured
in the within mentioned deed of trust.

VffiGINIA TRUST COMPANY

By ........................ .
Treasurer.
page 208 ~

THOlVIAS C. GORDON,
Bein recalled deposes and says as follows:.
DIRECT EXAMINATION.

By Mr. Chri~tian:
Q. Mr. Gordon, I notice that in the statement you gave of
the language of the subordinating clause from your memory
of the wording of the subordination stamp, you did not state
it just as it reads. Having refreshed your memory by looking at the impression of the stamp which Mr. Hewlett has
just produced, do you have any reason to think that any significance should be attached to the variation in the endorsem~nt as given by you from the endorsement as shown by this
paper? In other words, did you mean to make anything of
those variations?
A. Nothing in the world. The fact is tha.t for many years
they would bring me the bonds when they wanted them subordinated, and I would dictate to the stenographer t4e words
to typewrite on it. I had forgotten the fact that we afterwards stopped that practise and that we had had made a
samp. Mr. Long came witht he Trust Company on June 1,1921, and since that time he has been doing the
page 209 ~ legal work for the Bond Department almost exclusively, and for that reason I have not seen the
stamp or had anything to do with the subordination of bonds
for years.
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Q. So far as you know, is this (Exhibit Hewlett #l) what
they used np there in 1921 f
.
A. Yes. That stamp was· prepared and made before Mr.
Long came with the Company.
·
And further this deponent saith not.
Signature of witness waived by consent of parties by co_un. sel.
page 210

~

THOl\ti.A:S GRE8HAl\ti,
having been fir.st duly sworn, deposes and says

as follows:
DIRECT EXAMINATION.

By Mr. Barton:
Q. Mr. Gresham, please state your name, residence and occupation.
A. Thomas Gresham, Richmond, Va., I have no active occupation; I am connected with some corporations, hotels;
building companies and warehouses.
Q. Are you the Thomas Gresham who is a defendant in
this case'
A. Yes, sir.
Q. Do yon know one of the other defendants, Mr. J. R.
Paschall?
A. I know ~Ir. J. R.. Paschall, yes.
Q. Have you known him for some years?
A. Yes, I have known him twenty-five years or more.
Q. Are yon and 1\tir. A. 0 . .Swink jointly the owners of a
certain first mortgage six per cent gold note for $40,000 which
has already been filed in evidence as Exhibit Gordon # 1 and
which I now present to yon Y
A. (Examining.) We a·re joint owners-of this note. I do
not know whether it is a first mortgage note, or
page 211 ~ not.
Q. It is described as a first mortgage note.
A. Then we .are the joint owners of this first mortgage notP
of the Granite Bell Farms 1Gorporation.
Q. Please state how yon and Mr. Swink acquired ownership
of this note?
A.· We acquired ownership by purchase.
Q. When and where did yon purchase it?
A. Some time in the month of August, 1923, as well as 1
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remember, at the Richmond Stock Exchange, through 1\fr.
Edgar Allan, Jr., who bid the property in for us.
Q. Did you purchase it at a public sale'
A. Yes, sir.
.
·
Q. Was that sale advertised in a Richmond paper?
A. Yes, sir.
Q. Did you see the advertisement~
A. Yes, sir.
Q. Who acted ·as auctioneer~
A. I think ~Ir. Trigg.
Q. Do you mean :Mr. Trigg of Davenport and Company?
A. Yes, sir.
Q. Did you attend the sale with ~Ir. Swink¥
A. Yes, sir.
Q. Did you participate in the bidding?
A. I did· not. Only two bids were made, as I recall it; one
by the Virginia Trust Company and the other by
pag~ 212 ~ Mr. Allan for us.
·
Q. Did you buy at that time any other securities f
.
A. We bought all the securities contained in that advertisement, consisting as I recall of this note for $40,000, a note
of E. I. Bugg of Durham, North Carolina, and some sundry
securities; I think they were $35,000 of ·bonds of the Sunbury Lumber Company and I think $35,000 of bonds of a
street railway, I think it was called the Piedmont Street
R.ailway, located at Graham, Burlington and Haw River.
Q.. Were the $40,000 note and the securities you have just
named sold as a lumpY
A. Yes, all the securities I have named. were sold together.
Q. How much did you pay for them?
A. !think it was $37,200. It was right around that price,
anyhow.
Q. I think you have stated that these securities, including
tl~e $40,000 note, were !mocked out to 1\{r. Edgar Allan, Jr.
\Vas he your agent?
A. Yes, sir, the agent of J\fr. Swink and myself.
Q. For whom was this sale made?
A. For the Virginia Trust Company ; · they advertised it
and they sold the securities.
_
Q. Did you pay the Virginia Trust Company the sum of
$37,200?

A. Yes, sir.
Q. What did they turn over to you in consideration of this payment?
A. They turned over these securities~

page 213 }-
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Q. Have you called upon the maker of the note, the Granite Hall Farms Corporation, for the payment of principal
and interest of the note!
A. Yes, sir.
Q. How often!
A. I don't remember how often we have called on them.
Q. Did you call on them on numerous occasions'
A. Yes, sir.
Q. Has anything been paid you on account of either principal or interestf
A. Not a penny.
Q. Is the full amount of principal and interest on the note
still due you and Mr. s,vinkT
.
A. Yes.
Q. As to interest, please state from what date interest is
due.
A. Interest is due according to that statement on the back
of the note, written on there by the Virginia Trust Company.
·
Q. It is stated on the back of the note: ''Aug 21 1.923
interest to date on this note has been adjusted to our satisfaction. Va. Trust Co. (HWJ-JRW)." Is that the date
from which interest is due?
A. From that date to the present time interest
page 214} is due on this note.
·
Q. At the time you purchased the note-when
I say you, I mean you and Mr. Swink aeting jointly-did
either of you have any notice of any defect in the title of the
·virginia Trust Company, or of any defect in tl1e note?
A. No, we did not.
Q. Do you kno'v now of ~ny defect?
A. In this note?
Q. Yes, sir.
A. No, I do not.
Q. At the time you purchased this note and the other securities at the public sale, was the note due?
A. Overdue.
Q. At the time you purchased the note?
A. It was just as it is now, this note.
· Q. I don't think you understood my quest~ on. At the time
you purchased the note in August, 1923, was the $40,000 note
filed as Exhibit Gordon #1 due?
A. I don't know except by examining the note. No, it was
not due.
Q. Have you requested the trustee to foreclose the mortgage securing this note~
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A. We did not make that request until we· found that security was being taken from the property-cutting timber.
Q. When did you discover that timber was bepage 215 ~ ing removed from the property Y
A. I don't know the exact date ; it was two or
three months ago. I heard it and Mr. Swink and I got in his
automobile and drove down to the property and found it to be
a fact, that there was a ·Sa.w·mill on the Granite Hall Farms
Corporation's property cutting the timber.
Q. What did you then do 1
A. We consulted counsel and got an injunction to stop anybody·from cutting the timber:
Q. Did you request that the mortgage be foreclosed Y
A. Yes.
Q. Please state what experience, if any, you have had in
buying and selling timber lands and manufacturing lumber.
A. I have had a good deal of experience in all three, both
as a laborer at a sawmill and then owner of a sawmill, and
as buyer and seller of standing timber for a .good many
years.
Q. At the time that you and 1\tlr. Swink went to the Granite Hall Farms property to investigate the alleged ~utting
of timber, did you examine the timber on the property¥
A. Yes, we did on that day. I had examined it many times
in driving through ·it, but not with any degree of accuracy,
because I had no ownership in it at those times.
Q. Can you plac·e a value on the timber on the property per
thousand feet at the time you made that examination Y
·
·
A. I thought it was $5 or $6; I thought it was
page 216 ~ worth nearer $6 than $5, per thousand feet. That
is stumpage; $5 to $6 for what is known as stumpage, not severed from the tree. Q. Is that based on the market for stumpage at the time 1
A. I am not accurate on what it is no,v. I understand that
·now it is lower than it was then.
Q. In addition to the depreciation of the property by reason of the timber being removed, in your opinion as an experienced lumber man do you think there has been an injury
to the freehold by reason of the cutting?
A. To the timber there has been, certainly; I don't know
that there has been to anything else. But a piece of timber
that has had a tree cut out of it, just one tree, it will mar the
appearance of it, and if any amount is cut it is regarded as
cut over land. If the man that owns the property goes in
there and ~nts the pine and leaves everything else, it is hard
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to get a .good idea of it with the fallen limhs and the g·eneral
appearance of waste and everything else.
Mr. Buford: I note an exception to this- testimony on the
ground of immateriality.
By Mr. Barton:
Q. Have you arrived in your own mind at any figure which
will represent the damage to the property in addition to the
value of the timber that has been removed Y
A. No, I have not. By and with the advice and
page 217 ~ consent of :1\{r. Swink we employed Mr. R. H.
Bruce and :Nlr. John C. Easley, whom I regard as
the best men in the timber business I have known; I know
that to be their business and I preferred their estimate to
any I could put on it myself.
Note: The cross examination of _this witness is postponed
until the next day.
page 218

~

.1:\... 0. SWINK,
having been first duly sworn, deposes and says·

as follows:
DIRECT- EXAl\fiNATION.
Bv l\fr. Christian:
..Q. Mr. :Swink, please state you_r ~ame, residence and occupation.
_
A. Angus 0. Swink, Richmond, Va., life insurance.
· Q. You do not know anything about the timber business,
do you?
A. I do not.
Q. Are you the A. 0. Swink who is a defendant ·in this suit 7
A. I am.
Q. Have you heard the testimony which Mr. Gresham, your
co-defendant, has just given Y
A. I have.
Q. Is it a fact, as stated by him, that you and he are equal
co-owners of this note and bought it under the circumstances
related by him at the price he stated Y
A. It is.
Q. Did you have notice, at the time you became co-oWner
of the note, of any defect in the title of the Virginia Trust
·
Company thereto, or any infirmity in the instrupage 219 ~ ment itself?
·
A. I did not.
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Q. Have you ever gotten any payment on account of either
principal or interest on the note since you became co-owner 7
A. None whatever.
Note: The cross examination of this witness is postponed
until the next day.
The further taking of these depositions is adjourned until
tomorrow, June 1, 1927, at 10 o'clock .A. M. at the same
place.
·
(;Signed) JNO. B. 1\fiNOR, Commissioner.
page 220

~OFFICE

OF COMiviiSSIONER. JOHN B. ]MINOR

.Law Building, Richmond, Va.
June 1, 1927.
The further taking of these depositions is this day resumeu
pursuant to adjournment.
Present: :M.r. R. T. Barton, of counsel for plaintiff and
for defendants Messrs. Swink and Gresham. l\1r. E. P. Buford, of counsel for defendants except Messrs. Swink and
Gresham.
THOMAS' GRESHAl\1:,
being recalled for cross examination, deposes and ·says as
follows:
CROSS EXAMINATION.

By Mr. Buford:
Q. Mr. Gresham, you say that you have been acquainted
·with Mr. Paschall for hventy-five years or more?
A. Yes, sir.
page 221 ~ Q. You have had a great many business transactions with him, haven't you?
A. A great many.
Q. What were your relations with him in August, 1923?
A. Very pleasant.
Q. They were friendly, were they not?
A. No, they were strained because he would not answer letters on business. I have no ill feeling towards him now.
Q. You say that Mr~ Paschall was not at the sale when his

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.

199

securities were sold at the office of Davenport and Company?
A. Not to my knowledge. I did not see him. I heard he
was in Richmond.
Q. You heard he 'vas in Richmond?
A. Yes, sir.
Q. Did you see him in Richmond on that occasion 7
A. No sir.
Q. What was the reason why you and 1vir. Swink became
the purchasers of these securities Y
. .~.
. My reason was to try to save some of the money I had
to pay as endorser on 1vir. Paschall's paper, and to collect
$40,000 that he owed me.
Q. What was the amount. of the securities that you bought
at that sale!
A. The list is here. Do you want me to recite them over
again?
A. You can use the list.
page 222 } A. Look at Exhibit Gordon :ff6; I think that
is a correct statement.
·
Q. The securities which· you and Mr. Swink purchased, according to your testimony, were bonds of the Sunbury Lumber Company of the par value of $35,000A. Yes, sir.
Q. And bonds of the Piedmont Power and Light Company
of the par value of $35,000 7
A. Yes, sir.
Q. And a note of E. I. Bugg for $10,000, that note being
secured by $12,000 of bondsA. I don't know about that. I don't remember the bonds,
.
I don't remember seeing them.
Q.. They were bonds of the Refuge Plantation.
A. Oh, yes, that may be.
Q. And then the note of the Granite Hall F'arms Corporation for $40,000 that is in question here?
A. Yes, sir.
Q. The par value of those securities in the aggregate is
$120,000, is it not 7
A. Yes, sir, the par value is.
Q. Now that amount of securities appears to have been sold
for $37,200?
A. Yes, sir.
Q. What connection had Mr. Edgar Allan with
page 223 } this purchase?
A. He purchased them for Mr. Swink and me
at our request.
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Q. Had he had any previous connection with the matter f
A. None that I know of.
Q. What is his occupation t
A. ·He is a real estate man.
·Q. Where does he do business?
A. He does business in about two squares of this place, on
Seventh street.
Q. Why didn't you and 1\lfr. Swink bid upon these securities?
.
A. We preferred to have lvfr. Allan bid on them for us.
Q.. What was your reason for thatl
A. We did not care to disclose our buying them to other
people; we wanted to buy them as cheap as ·we could. That
is very frequent in sales, sir. .
Q. You got 1\!Ir. Allan to purchase in order not to disclose
that you were purchasing!
A. We did not want to disclose to other purchasers our
. private business; yes, sir, that was the reason ..
Q. Yon say tha. t only one bid was made besides the bid
made by Mr. Allan?
A. My recollection is that the Virginia Trust Comp:any bid
the amount of their claim, and J\IIr. Allan for us added a very
small amount to their bid, making the second bid.
Q. You do not recall what was the aggregate of the Virginia Trust ·Company's claim, do yon?
.
page 224 ~ A. What was the total amount¥ · I don't recall
the figures, no, sir.
.
Q. But your recollection is that the Virginia Trust Company bid the amount of thir claim?
A. My recollection is that the :Virginia Trust Company
bid the amount of their claim. We bid· more than they did
and bought the property.
·Q. Did Mr. Paschall have any representative there to look
after his interests?
A. I don't know, sir. Mr. Bugg was there to look after his
interests, he had a note there.
· Q. Bnt my question did not apply to Mr. Bugg, it applied
to Mr. Paschall.
A. Not that I know of. I was not in communication with
··Mr. Paschall at all.
Q. What was the actual value of these securities¥
A. Well, we sold Bugg his note for $7,500. The s·unbury
bonds we had "to foreclose and bought them in at something
like twenty cents on the dollar, I believe; and we sold the
. ~iedmont bonds at fifty cents on the dollar; and the $40,000
note is the $40,000 we are considering now.
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Q. You realized, then, from· the sale of those securities, exclusive of the $40,000 note, about $32,0001
A. Yes, sir. I think we realized a little more than that.
Q. More than· $32,0007
page 225 ~ A. Yes, sir. But on the sale we did not. There
was some trading afterwards in which we realized
a little more.
·
Q. What other transactions were there?
A. The property of the .Sunbury Lumber Company was put
up and sold at auction and we realized more afteF we became
possessed of the property. By '' 've'' I mean ex-Governor
Stuart, the American Trust Company, Mr. Swink, Mr. Larus,
1\tir. Wiggins and myself.
·
Q. You paid twenty cents on the dollar for that property
at the foreclosure sale, but you afterwards realized more 1
A. Yes, sir. We had to buy it in, there were no other bidders, and we afterwards sold it· for more.
Q. There were no bidders 1
A. No bo~y but me; I was there and bid.
Q. When the Sunbury property was sold Y
A. Yes, sir.
Q. Nobody bid 1
A. Nobody but me; I bid it in.
Q. For twenty cents on the dollarY
A. Yes, sir. I probably should explain that this sale was
advertised for July; that ]J!r. Pascha.ll's ~ttorney came to
us and said that July was a bad time to sell property and
he wanted it put off until September; to which, representing
the other bondholders, I consented. The week before the sale
was to be in September, Mr. Paschall went to
page 226 ~ Savannah and tried to get it in the hands of a
receiver and he came very near doing it. But
Judge Adams of Georgia took the matter up with the Federal
Judge and he sat on Labor Day and he decided that it would
have to be sold; and the lawyer for Mr. Paschall, Mr~ William
L. Gignilliat, would not represent Mr. Paschall because he
did not carry out his agreement. It was advertised twice and
I bought it at public auction.

Mr. Christian: I want to note an objection to all of this
line of examination, on the ground that it is totally immaterial and foreign to the issues in this cause what these people
did with the securities they bought or what they gave for
them.
1\tlr. Buford: I think that when the Commissioner reads
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the answers that have been filed by our clients, he will see
that the examination is germane to the ans,vers.
By Mr. Buford:
Q. Now, Mr. Gresham, ho'v much did you realize on the
bonds after you had purchased them at the foreclosure saleMr. Christian: The witness has already testified that after
he and 1\·fr. Swink became the owners of the
page 227 ~ Sunbury bonds at the sale by Davenport and
Company, those bonds being in default, it became
necessary to foreclose the security th~refor, and that after a
suit in the Federal Court in Georgia the sale 'vas made despite
the objections of the Sunbury Lumber Company and the
property was sold at a price sufficient to pay only approximately twenty cents upon each dollar of par value of the
Sunbury bonds. It is manifest that what ~fr. Gresham and
1\fr. Swink and the American Trust Company and Governor
Stuart and the other owners of this real estate acquired by
them a.t the foreclosure sale were enabled as a result of their
labor and knowledge and the expenditure of time and n;tmwy
· and the payment of taxes and other charges of maintenance,
to resell their real estate for, is in 110 way pertinent upon an
, inquiry as to what they gave for the Sunbury bonds.
Witness: Now, 1\fr. Buford, with regard to that statement
made there by counsel, that will read as though my testimony
is that Governor Stuart and the American Trust Company
and 1\-fr. Wiggins and the others acquired some of those bonds
we bought. They already owned ·Some of those Sunbury
bonds ; and when we acquired our $35,000 of them
page 228 } we only traded with them as a majority of the
bonds, and not as co-traders, that was not the
'vay, but as co-owners of the bonds of the S\mbury Lumber
Comp~uy.
·
By Mr. Buford:
.
Q. I understand, Mr. Gresham, that before your purchase
of these bonds at the sale of the collateral for the note and
the note, you had no bonds of the Sunbury Lumber Com~eyY

.

A. I had none. I think Mr. Swink had one.
Q. You still have not answered my question. ·what amonnt
of' money did you receive on ·these bonds in the final settlement of the affairs of the Sunbury Lumber Company Y
A. I think it was something like forty cents on the dollar
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of the par value of the bonds bought by us, am making about
twenty cents net
·
Q. That· 'vould have made, then, about $7,000 more?
A. Yes, sir.
Q. So that would bring t~e amount up to $39,000, exclusive
of the $40,000 note?
_
A. My recollection is that the total amount is something
around $37,500. Of course I cannot trust my memory to remember exactly about the figures because there are too many
calculations involved there. 1\{y figures are approximate and
very near right.
. Q. And you can verify your figures 7
A. Yes, they ean be· a·rrived at, yes.
page 229 ~ Q. How soon after the purchase of these securities did you sell them and realize what you think
'vas approximately $37,5001
A. That I cannot tell you. I think it was over a year, but
I would have to refresh my memory on that. I think, though,
it was over a year's time, twelve or fourteen months.
Q. Do I understand, lVIr. Gresham, tha.t so far as you know
Paschall made no effort to save these securities and get the
benefit of their value for himself~
A. So far as I kno'v by anything but hearsay. I have no
knowledge of his making any effort whatsoever in this transaction.. Mr. Paschall owed me a great deal of money; I
found these l)onds were going to be sold and I bought them to
try to recoup what he owed me. That was my only motive
in buying these bonds or having anything on earth to do with
them.
Q. It is alleged in the answer of the Granite Hall Farms
·Corporation in this ease and adopted by Mr. Paschall in that
particular as his answer:
''that on and before the 21st day of August, 1923, the said

J. R. Paschall had extensive business dealings and relations
"ith the said Thomas Gresham and Angus 0. Swink; and
during the months of June, July and August, 1923, the said
J. R.. Paschall entered into negotiations with the
page 230 ~ said ·Thomas Gresham and Angus 0. Swink for
·
the retirement of his notes aforesaid aggregating
$30,000.00, held by the plaintiff, and as a result of said negotiations it was agreed that the collateral se.eurities then
held by the plaintiff, to-wit, the bonds of the Sunbury Lumber ·Company, the bonds of the Piedmont Power and Light
Company, the note of E. I. Bugg and the note of this respondent for $40,000.00 aforesaid should l)e sold publicly at

.----------
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the office of Davenport and Company, at the city of Richmond, and that said Thomas Gresham and Angus 0. S'wink
would become the purchasers of said securities, but subject
to the further stipulation and ag-reement t~a.t said Thomas
Gresham and Angus 0. Swink should surrender for cancellation thi~ respondent's note aforesaid for $40,000.00 as soon
as they sholild realize from the other securities, to-wit: the
bonds of the Sunbury Lumber Company, the bonds of the
Piedmont Power and Light Company and the note of E. L
Bugg, an amount sufficient to reimburse them for the sums
to be paid by them on account of the two notes of said J. R.
Pa·schall with interest, and interest on the first mortgage
bonds of this respondent then held by the plaintiff, and which
-the plaintiff required to be paid as a condition to its agreeing
.
that said securities might be so purchased by said
page 231 ~ Thomas Gresham and Angus 0. Swink."
Were those the negotiations, ¥r. Gresham t
A. There were no negotiations.
· Q. Do you deny it!
A. ·I absolutely deny that we had any negotiations of any·
kind.
Q. Did Mr. Paschall see Mr. Swink in his office and have
interviews with you and ~Ir. Swink Y
A. I don't know whether Mr. Paschall came to Mr. Swink's
office, or not. Mr. Paschall never met me in Mr. Swink's
office for that or any other purpose.
·
Q. Did you have any negotiations with him looking to
that¥
A. Absolutely none.
Q. Do yQu know whether Mr. Swink had any?
A. I do not, except what Mr. S'wink tells me.
Q. Did Mr. Swink approach you, or did you approach -~fr.
Swink, about buying the bonds?
A •. I. approached Mr. Swink.
Q. What interest did ~Ir. Swink have in it, except as the
owner of a bond of the Sunbury Lumber Company that you
have mentioned¥
·
·
A. Mr. Swink exhibited to me a letter that said that after
the mortgages were paid he was to have the next claim on this
-property.
Q. 'A letter from whom¥
A. A letter from Mr. Paschall, signed by Mr.
page 232 ~ Paschall, that after the mortgage was paid out of
·
those securities Mr. Swink would have his claim

paid.

- - - - - - - - ------
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Q. Where is the letter1
A. Mr. Swink will testify for himself. I haye seen the letter, I presume it to be over here. I went to Mr. Swink because he had a big·ger claim than I had according to that letter, and Mr. Swink claimed that if I bought the bonds I would
have to see Mr. Paschall. I thought .some difficulty might
arise and I went to 1\:Ir. Swink and said, ''If you want to climb
in the buggy, climb in behind, but let me in and let me buy
the. bonds and whatever I recover from it half will be given
to you as a eredi t on what Mr. Paschall owes you, and half
will come to me as a credit on what Mr. Paschall owes me",
which amounted to about $140,000 actual money he owed me
and endorsements I had to pay.
Q. Is that the way the proceeds of the securities were to be
applied?
·
A. That is the way :Nir. Swink and I talked of doing it. I
haven't got any pr~ceeds except two or three thousand dollars to divide with him. But Mr. Paschall was not a party
to any of it. It was simply talked between Mr. Swink and
myself, and I was renewing daily notes of Mr. Paschall that
my name was on the back of, and tryipg to recover obligations that }lr. Paschall o'ved me .
page 233 ~ Q. Did you and Mr. Swink give Mr. Paschall
any credit for the excess T
A. No; but if ~Ir. Paschall wants to settle, I am willing to
receive the difference behveen all the money I have gotten and
all he owes me and give him a clean bill of health; I will be
delighted to do it.
Q. When was that letter written by Mr. Paschall to Mr.
Swink?
A. You will have to g·et that letter from Mr. Swink.
Q. Was·the $40,000 of the Granite Hall Farms Corporation
included! ·
A. Mr. Buford, I don't think I ought to be required-if
that is a matter of evidence I think it oug·ht to be brought
out and read by the four corners. I can't remember all of
it.
Q. I didn't bring it in; you introduced it.
A. You asked me about it, and I am under oath; I think it
is my duty to " .....swer your questions.
·
The Commissoner: If you don't know anythng, you have
a perfect rght to say so and give your reasons for saying so,
if you do not recall it.
·
Witness: That was my motive for acting in the purchase
of these bonds.
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By

~Ir.

Buford:
Q. So, then, as far as you can go without havpage 234 }- ing the letter before you, is to say that Mr. Paschall wrote ~Ir. S'wink a letter. Did Mr. Paschall
in that letter, so far as you recall it, request 1\ir. Swink to
buy these securities?
A. He did not, as far as I recall it.
Q. How was Swink to become the o,·,tner of the securities?
A. I will have to refer you to the letter and Mr. Swink.
Q. So that is as far as you can go of 'your own recollection?
A. Yes. That impelled me to see l\1r. Swink and suggest a
partnership to 1\ir. Swink, that he and I might buy them and
get as much as we could out of it.
Q. 'Vill you-you say you can do it-get a statement showing· the exact amounts that have been realized on the Bugg
note, the SunbU!JT Lumber Company bonds and the Piedmont
Power and Light bonds?
A. Yes, sir, that can be gotten.
Q. I mean by this, 'vhat you and 1\ir. Swink will ultimately
receive on account of those securities.
Mr. Christian: Of course it should be understood that the
contents of any such statement, 'vhen filed, are objected to as
entirely immaterial; and, in addition, that part thereof which
shows the profit made on a resale of the S'unbury real estate
after it 'vas bought in at the risk of loss is objected to, as
further removed in point of relevancy from any
page 235 ~ of the issues in this case.
By Mr. Buford:
Q. I hand you a paper ·signed "J. R.. Paschall". Is that
the letter you referred to as the letter written by 1\fr. Paschall to Mr. Swink?
•
A. (Examining.) Yes, sir.
Q. Will you file the same, marked Exhibit Gresham No. 1?
A. I file the same marked as requested.
Note: ·Said paper, filed as Gresham No. 1, reads as follows:
For value received, I hereby assign to A. 0. Swink all eqnity
in the E. I. Bugg note after the V:a Trust Co receives Five
thousand dollars and my equity in the $30000.00 Piedmont
~ower & Lifliht Company bonds after the V a Trust Co is paid
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:fifteen thousand dollars, this assignment is to secure my personal note for ninety nine hundred and eighty five hundred
dollars, $9985.00, payable to A. 0 . .Swink or order and interest and· the expenses incident to· the collection of said notes
as therin provided. This is subject to the consent of Vir. ginia Trust Co.
Given under my hand and seal 31st July 1923.

J. R. PASCHALL Seal.
page 236 } By 1\'fr. Buford:
Q. No'v that paper, 1\fr. Gresham, I understand
you to say, is all in the way of communication that you had,
either directly or indirectly, with 1\{r. Paschall Y
A. I did not have that paper with ~Ir. Paschall, directly
or indirectly.
Q. And you had no other negotiations with 1\fr. Paschall,
about the sale 1
A. Absolutely none about this sale.
And further this deponeD:t saith not.
Signature of witness waived by consent of parties by counsel.
A. 0. SWINK,
being recalled f-or cross examination, deposes and
says as follo,vs :

·page 237 }

CROSS EXAMINATION..
By Mr. Buford:
·Q. lvfr.- Swink, do you identify this assignment that has
been put in evidence and marked Exhibit Gresham No. 1 Y
A. I do.
Q. What were the communications you had with Mr.
Paschall leading up to the purchase by you. and Mr. Gresham
'Of the securities held by the Virginia Trust Company and sold
on the 21st of August, 1923, at the office of Davenport and
-Company?
A. J\fr. Paschall owed me some money, and I saw him on
,July 31, 1923, and tried to ~ecure a settlement and was unable to do so. I procured the assignment 'vhich is filed here
·as Gresham No. 1, and later submitted it to the Virginia
Trust Oompany. They accepted the assignment, but I was

,--·

---
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unable to ·get anywhere towards collecting my debt, and I
later saw Mr. Gresham and after these securities were advertised for sale Mr. Gresham and I decided that we
page 238 ~ would become bidders and have a joint bid made
for us at the sale, and we purchased the securities:Y
Q. You had no other agreement or negotiation with Mr
Paschall¥
.
· A. None whatever, beyond 'vriting him letters asking him
to pay his indebtedness and to pay taxes and interest and
things like that, on the first mortgage of the Granite Hall
Farms Corporation.
Q. That was afterwardsY
A. That was· afterwards, yes, sir.
Q. Did not Paschall come to your office and arrange with
you,· and subsequently with you and ~ir. Gresham, to purchase these securities a.t the sale under the agreement set
fo:rth in the answer of the Granite Hall ],arms Corporation t
A. He absolutely did not.
Q. He did not Y
A. He absolutely did not.
Q. Do you know .whether Paschall was in Richmond on the
day of the sale of these securities?
A. I don't know. I don't recall-I don't know.
Q. He had no representative at the sale to look after his
interests?
A. My recollection is that the oilly bidders at the sale
were a representative of the Virginia Trust Company and
Mr. Edgar Allan, Jr.
Q. And Mr. Edgar Allan, Jr., represented you
page 239 ~ and Mr. Gresham t ·
A. Yes.
Q. How many bids were made Y
A. I don't recall.
Q. You and Mr. Gresham were there in personf
A. Yes.
Mr. Buford: At this time I have no further questions.
And further this deponent saith not.
p

Signature of witness waived by consent of parties by counsel.
page 240

~

as follows:

R. A. HAR.RIS,
having been first duly sworn deposes and says
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DIRECT EXAMINATION.
By ~fr. Barton:
Q. Mr. Harris, state your name, residence and occupation.
A. R. A. Harris, 1\tlacon, North Carolina. I am in the lumber business.
Q. Are you the saine R.. A. Harris, who is mentioned· several times in these proceeding·s in the testimony previously
taken?
A. I suppose I am. I am the Harris that has been cutting
timber on the Granite Hall farm.
Q. You have been cutting timber on the property- of the
Granite Hall Farms Corporation situated in Mecklenburg
Conn ty, Va. T
A. Yes.
Q. Who employed you to do this cutting?
·A. 1\tlr. J. R. Paschall.
Q. What were the terms of your employment?
.t\.. I agreed to manufactut:.e the lumber, load it and sell it
and collect the money and give him 33-1 :3 per cent of the net
proceeds.
Q. Do you mean by manufcturing, ·felling the
page 241 ~ trees, taking the logs to the mill and coverting
them into lumber?
A. Yes, sir.
Q. Were you t9 sell that lumber?
A. Yes, sir.
Q. When did you make this contract with Mr. Paschall~
A. About November 1, 1926.
Q. Is it a written contract 7
A. No sir.
Q. How much lumber were yo_u to cut?
A. All there 'vas on the place, with the exception there
was about 250,000 feet right back of his house that he said
he didn't want to have cut, and then there was between three
and four hundred thousand feet along the road from the ferry
to the North ·Carolina-Virginia line.
Q. When did you begin to cut this timber?
A. Some time in November, 1926, I don't remember the
date.
Q. In what capacity did you think that J\llr. Paschall was
acting at the time you made this contract?
· A. I thought he was the owner of his farm.
Q. You mean, the owner of the Granite Hall farm, the
property where you were doing the cutting?
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A. Yes.
Q. Did you ever talk with any one else about it before you
·
made the contra~t?
A. Not before, no, sir.
page 242 ~ Q. Did you ever discuss the rna tter prior to the
time you made the contract wJth Mr.' IJ. 'H.
Bridgers, ~1:r. Dameron, or ~irs. Paschall 1
A. Well, Mr. Dameron, after I had made the contract with
1\tir. Paschall, came to me and said he heard I was going to
cut the timber from the J. R.. Paschall place. I told him that
I had agreed to do so. He said well, he held a mortgage or
some bonds against the place and asked me if I knew it. I
told him no. So I asked him did he have anything to say
about it, did he have any objection? fie said no, that he was
supposed to get the money, that Mr. Paschall had talked to
him about it. and it was all right. S'o I went· over the agreement with Mr. Dameron and said to him what I had agreed
to do, and he said, ''It is all right ·SO far as I am concerned,
you just go ahead", that he was to get the money, that Mr.
Paschall had promised to pay him the money that I 'vas going to pay him for the lumber when it was sold. That is all
I knew of any indebtedness on the place whatsoever.
· Q. How long was that after you had begun to cut?
A. Well, it was just a few days after I had made the bargain with ]\fr. Paschall.
Q.. Before you beg·an operations 1
A. Before I began cutting, but when I was getting ready
to move in there. I was about ready to move into
page 243 ~ the place when I had the conversation with ~Ir.
Dameron.
Q. Did Mr. Dameron tell you to pay him the money or to
pay it to 1\fr. Paschall?
A. No, he didn't tell me to pay him. He said it was all
right that Mr. Paschall had told him that he was going· to pay
him the money.
Q. Did you ever examine the records in the Circuit Court
of Mecklenburg County about it'
A .. No, sir, I did not.
Q. Did you ever have any conversation with Mrs. Paschall
about it1
A. I did not.
Q. Did you ever have any conversation witl1 J\Ir. Bridgers
about it?
A. No, not until after the injunction was served on me, I
had a conversation with Mr. Bridgers.
Q. When was that and what 'vas itt
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A. It was that they had entered into an agreement about
cutting any more timber. Mr. Bridgers told me that they had
been to -Richmond and had an agreement and I might cut
200,000 feet more, and that would take care of me until the
time of the sale, that they had it straightened out, that nobody
'vould buy it but the people who already had possession and
I could go ahead and complete my contract.
Q. Did you understand from that, that you should go ahead
and cut all the timber on the property except that
page 244 } part you have already referred to V
A. Yes, sir.
_
Q. Did Ivir. Bridgers tell you that the Receiver was to designate where you were to cut timber?
A. No, sir, he did not. Mr. Bridgers told p1e that Mr.
Shephard. would be down to see me, but he did not tell me he
'vas to say where I could cut and where I could not.
Q. Did he tell you that you were only to cut 200,000 feet,
or complete your conh·act?
_
.A... He told me I was to cut for thirty days or cut 200,000
feet.
Q. Did Mr. Shepherd, acting the the Receiver, tell you to
cease cutting~ and did you cease cutting timber?
A. No, sir, he did not. Mr. Shepherd came to me about
three weeks after ~Ir. Bridgers told me about the agreement,
and Mr . .Shepherd told me himself that he was supposed to
have come do,vn and sho,ved me where to cut, that he did not
do so, but he said, ''You have cut where I would have told you
to cut anY'vay and it is all right".
Q. When did you stop cutting?
A. I stopped cutting I think it was the 28th or 29th of
lia.rch, 1927.
Q. Did you state in answer to a question that you were to
make sale of all the timber?
A. Yes, sir.
page 245 } Q. Have you sold all the timber f
A. No, sir.
Q. What price have you been getting for the lumber?
A. Well, approximately $18; I don't know just exactly but
that is just about the average price, that is just about what it
has averaged.
Q. Have you manufactured all the logs into lumber?
A. AU except a very few. A few were in bad place·s in the
low grounds where it was too wet to get them out at the time
I had to stop.
Q. You had sawed up all the log·s you were ,supposed to
saw up'
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A. Yes, sir.
Q. "\\7ill you please state, as nearly as yGu can, the nrtrobfll.
of feet of timber that was cut from the property of the Granite Hall Farms Corporation by you 1
A.. I haven't got a statement of it. I can tell you approximately.
Q. Please state approximately.
A. About 730,000 feet.
Q. Will you prepare, if you can, a statement showing· the
amount of timber cut and made into lumber and reraoved from
the property, or which is to be removed, and also shown1g the
price received for the lumber, and file it with your depositioll
marked Exhibit liarris No. 1 ~
A. Yes, sir, I· will.
page 246 ~ · •Q. What have you done 'vith the one-third of
the proceeds of the lumber that was sold, which
was to be turned over to ~Ir. Paschall under your agreement
with him?
A. Vvell, I have paid right much of it. to Mr. Paschall. S01ne
of it I have not paid to anyone.
·
Q. Has ~Ir. Paschall at any time interfered with you in thH
removal of this lumber Y If so, please state when and where
and under what circumstances.
A. Well, Mr. Paschall asked me to make settlements for
certain lumber on a certain .date. I refused to do so, and
when I did he objected to my loading any more lumber. But
I continued to load, or tried to, but I was stopped, or my
man that I had to look after it for me was, by the objection
of Mr. Paschall. So after they quit loading, Mr. Paschall
moved all the lumber I had on the siding, from the railroad
siding down to his lot where he lived, and then he sent his
wagon down to the mill and moved all I had on the mill yard
up to his lot where he lives.
~ Do you know how much lumber was moved .from the
railroad siding to his lot, or from the mill yard to his lot Y
A. Well, I made an estimate of it; 27,000 feet. Th~t is
just approximately.
Q. Do you mean there was 27,000 feet of it including both
the lumber at the railroad siding and at the mill!
A. Yes, sir.
.
page 247 ~ Q. Is that approximated or measurenientY
A. Just approximation, just an e·stimate.
Q. Did Mr. Paschall threaten you with a shotgun?
A. Mr. Paschall threatened Mr..Cook, a man employed by
me, with a shotgun, and also three other employees.
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1\ir. Buford: I think that is immaterial.
By 1vir. Barton:
Q. Why did 1\Ir. Paschall decline to let you move the lumber¥
A. I don't know ·why unless it was because I refused to
pay him any more money.
Q. 'Vhy did you refuse to pay him any more money¥
A. 'Veil, I had made a contract with 1\fr. Paschall to cut all
the timber with the exception I mentioned, and I had been
bothered so much I told him I sustained damages· and los::i
and I thought he ought to stand the loss and I was not going
to pay him any more money.
Q. In addition to the 27,000 feet that Mr. Paschall has
taken to his lot, how much more lumber remains on the Granite Hall Farms property?
A. Well, that is all except ·some scraps.

CROSS EXAMINATION.
page 248 ~
By Mr. Buford:
Q. Mr. Harris, how much have you paid Mr. Paschall¥
A. I p.on't know, sir, the exact amount; I don't know how
much.
.
Q. I did not ask you for the exact amount~ Approximately
how much have you paid him¥
A. Do you mean money, or how much timber I·have paid
him¥
Q. Money.
A. About $3,600.
Q. That would be about 600,000 feet?
A. Well, I don't kno,v. There was some hauling included
that I was paying· JY.[r. Pasehall for. S'9me of that was for
hauling; it was not all stumpage.
Q. Without going into too much detail about the hauling,
for how much timber have you. paid him¥
A. Well, I am not able to say; I would have to have my
records.
·
Q. You have been asked by 1\{r. Barton to file a statement
of what you have cut and what you were paid for it. I ask you
to include that information called for by my question in that
statements.
A. Yes, sir, I will.
Q. If you cannot say at this time how much
page 249 ~ lumber you paid Mr. Paschall for, I assume that
you cannot say at this time how much you have
not paid l1im for Y -
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A. No, sir, not

exa~t. ·
Q. All the lumber that has been manufactured has been
shipped and sold except the 27,000 feet that Air. Paschall
took charge of ?
A. -It has not all been collected for. Mr. Paschall held up
the payments on some of the lumber, I think.
Q. In ·order to get a settlement with you?
A. I suppose so.

And further this deponent

_s~ith

not.

Signature of ·witness waived ·by consent of parties by counsel.
1\tir. Barton : I would like to have this noted on the record.
It is stipulated by counsel for all parties that Mr. William R.
Trigg, if he were present and called up01~, 'vould testify that
he is a partner of Davenport and Company; that acting as
such he sold at public auction at the request of the Virginia
Trust Company on the 21st day of August, 1923, at the office
of the Richmond Stock Exchange, Richmond, Va.,
page 250 ~ the securities described i~ the advertisement
whieh has been filed as Exhibit Gordon No. 5, to
Edgar Allan, Jr., for the sum of $37,200; that a number of
persons "rere present in the room at the time; that the only
other bidder was the Virginia Trust Company; and that
following the sale Davenport and Company were paid the
purchase price; and that Davenport and Company duly accounted to the Virginia Trust Company for the amount so
paid; and that the sale was made in accordance with the advertisement.
page 251

~

JOHN C. EASLEY,
Having been first duly s'vorn, deposes and says

as follows:
DIR.ECT EXAMINATION.
By Mr. Barton:
Q. Mr. Easley, please state your name, residence and occupation.
A. John C. Easley, I live in R.ichmond, I am in the real
esaate business.
Q. Please state what experience, if any, you have had with
timber lands, buying and selling them, and in the appraisal
of their value.
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A. I have ahvays made a specialy of handling country
.property. I have made a specialty of timber lands for
twenty-five ye~rs, or more. l\Iy concern is R. B. Chaffin and
Company. I have been in business 47 years.
Q. Are you familiar with the timber on the Granite Hall
],arms property in l\riccklenburg County, Va. 7
A. Yes, sir.
Q. Please state how often you have visited this property,
and wbenf
A. I have been on the place I think three times. I went
there about 1920, I think the first time, to look
page 252 ~ the place over for the Virginia Trust Company
who wanted to make a loan; I went there to value
the property for that, only to make a loan on it. I went down
there this last spring, I don't remember the date, a.gain and
looked over the timber; and then about two weeks ago, or
such a rna tter, I was down there again and looked over the
timber.
Q. Upon the oce.asion of -your first visit this spring 'vas
there a sawmill upon the property aud was timber being
felled and manufactured into lumber 1
A. Yes, sir.
Q. upon the occasion of your last visit were those operations still being carried· on 1
A. The mill was tl1ere but it was not in operation.
Q. Did you observe how much timber had been removed
from the property~
A. Yes, sir, we took notice of that.
Q. From your experience with timber properties please
state your opinion of the value of the timber upon the property prior to the beginning of the present cutting, and after
the completion of the ~utting, from the viewpoint of a prospective purchaser.
A. In my opinion the timber was worth about $24,500 or
$25,000 before the cutting commenced, and it was sold after
the timber had been cut for $18,500, which was only a fair
price for it.
Mr. Buford: The question and answer are ob~
jected to on the ground that they a.re immaterial,
and irrelevant to any issue in this case.

page 253

~

vVitness: In arriving at those figures I ha.d to estimate the
quantity of timber that had been cut from the land. It is of
course more difficult to do that after the timber has been cut
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than it is while the timber is standing. But on looking over
over it carefully I was of the opinion that about a million
feet of some of the good timber they had, and the most acces·
sible they had, had been cut.

By J\,fr. Barton :
Q. Is it your op1n1on that in addition to t]).e price received for the timber that was cut~ the whole tract was damaged by reason of the cutting,
Mr.. Buford:. This question is excepted to on the ground of
irrelevancy and that the question is leading.
A. The salable value of a tract of timber is always damaged by cutting a part. It detracts from its appearance, and
it is very much harder to sell it for a fair price after some
of the timber has been taken out, particularly if that is some
of the best or most accessible.
Q. Please state in what amount you think the
page 254 ~ in question was damaged.
Mr. Buford:. Same exception.

.A. I think the timber that had been cut was worth about
$6,000•.
By Mr. Barton:
Q. You mean $6,000 for the timber on the tract, standing
on the property Y
A. Six thousand dollars for the stumpage.
Q. As a sale proposition 'vas, or was not, the whole Granite
Hall Farms property damaged by this cutting~
Mr. Buford: Same exception ..
A .. I have just stated that it is very much harder to sell
a tract of timber after it is cut into. Unquestionably in my
mind the salable value of the timber was lessened, though, as
it was bought by the man who had done the other cutting
and the mill was already there, I think the damage was less
than if he had moved away and the tract had :been sold to
another man.

-----------
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By ·Mr. Barton :
Q. Was there any damage to the tract other than to the
timber?
A. Not that I could see.

And further this deponent saith not.
Signature waived.
page 255

~

R. H. BRUCE,
.Having been first duly sworn deposes and says

as follows:

DIREC'l' EXAMINATION.
By Mr. Barton:
Q. Mr. Bruce, state your name, residence and occupation.
A. R. 1-I. Bruce, Chester, Va., real estate business.
Q. Where is your office f
A. American National Bank Building,
Q.. Please state what experience you have had in buying,
selling and appraising timber lands.
A. ·'vvell, I have been in the· lumber business all my life up
until the last ten years, buying timber and operating sawmills, selling ot and estimating it.
Q. Are you familiar 'vith the property of the Granite Hall
~,arms Corporation, situated in Mecklenburg County, Va Y
A. I have been down on that property three times.
Q. When were you there, approximately?
A. I was down there I reckon about three months ago the
first time, and then I \vent down again with Mr. Shepherd
to loow over the timber that was cut, and then I was down
there about hvo weeks ago and w~nt all over the property
with Mr. Easley.
page 256 ~ Q. On the occasion of your first. visit was timber being cut and sawed on the tract?
A. Yes, sir.
Q. Were such operations going on on the occasion of your
last visit?
A. ~o, sir.
Q. Did you go over that portion of the timber on the tract
which had been cut over f
A. Yes, sir.
.
Q. Did you go over or view the remaining timber ~
A. Yes, sir.
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Q. In your opinion what, if any, damage has been done to
the timber on the tract by reason of the cutting?
Mr. Buford: Question excepted to upon the ground of irrlevancy.
A. Well, I always consider a tract of timber as being damaged when it is partly cut and the balance left there. ~t is
always harder to sell to a man that comes and looks at a
piece of timber that has been cut into; he never looks at it
with the same interest he did before. Therefore, I think it
lessened the value of the remaining timber.
By Mr. Barton:
Q. How much do you think this pacticular tract was lessended in value by reason the cutting?
page 257

~

1\{r. Buford: 8ame exception.

A. I should say it lessened the value of it at least 5,000 or
more.

By Mr. Barton:
·Q. Do you mean $5,000 or more in addition to the money
received for the timber~
A. ·Yes, sir. I don't think it would bring within $5,000 of
what it would have brought before.
· Q. When you say you don't think it would bring within
$5,000 of what it would have brought before, do you mean
that the $5,000 represents the value of the timber that was
removed, or that the value of the property was lessened by
that amount in addition to the timber that .was removed?
Mr. Buford: Same objection.
A. I think that the timber could have been sold for $5,000
more than it would now bring, including the timber that has
been cut.
·
By Mr. Barton:
Q. How much would the timber .upon the tract have
brought, in your opinion, before any cutting was done?
Mr. Buford: Same objection.
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A.. I have no doubt it would have brought $25,000 to $27,000.

By Mr. Barton:
Q. How much do you think it would bring nowY
A. Well, it has been sold recently for $18,500.
lvfr. Buford: TJ.'hese questions and answers are objected to
as immaterial and irrelevant; and I wish to make the further objection tha.t the claim for damages upon the theory
of the witnesses Mr. Bruce, Mr. Easley and Mr. Shepherd
is altogether conjectural and speculative and incapable of
direct demonstration.
And further this deponent saith not. ·
.Signature of witness waived by consent of parties by counsel.
page 259

~

EDGAR ALLAN, Jr.,
Having been first duly sworn deposes and says

as follows:

DIRECT EXAMINATION.

BY l\fr. Barton:
.. Q. :1\tir. Allan, please state your name, residence and occupation.
A. JiJdgar Allan, Jr., R.ichmond, Va., Relator.
Q. Do you ln1o\v }.fr. A. 0. Swink and Mr. Thomas Gresham?
A. Yes, sir.
Q. Did you attend the auction sale of the collateral securities described in this advertisement which has already been
nled as Exhibit Gordon No. 5, on the 21st day of August,
1923, at the office of the Richmond Stock Exchange, Richmond, Va. ~
A. Yes, sir.
Q. Please state why you attended the sale and what took
place at the sale.
A. I \Vas asked by l\fr. Thomas Gresham to attend the sale
as his agent and to bid in these securities to protect him in
some obligations between himself and Mr. J. R. Paschall.
The securities were offered in the usual way. The Virginia
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'l1rust Company bid the amount of their debt and
page 260 }- I raised the bid $25, and the securities and collateral were knocked out to me. I announced that
they should knock them out to me as agent and I would disclose my.principal, which I did in less than an hour.
Q. How long before the sale were you asked by Mr. Gresham to attend the sale as the representative of him and Mr.
SwinkY
A. ·About an hour or two.
Q. Did the person bidding for the ·virginia Trust Company
announce that he was bidding the amount of the Trust Company's debt then and there, or how did you know such was
-the case¥
A. I do not recall ho'v I know it, but I do know it was the
Trust Company's bid, and I do know that I let them cry that
bid to the point of knocking it out before I made a bid. Then
I made my bid and in the usual course it was knocked out;
and when they asked me to announce the buyer I said that I
was bidding as agent and would disclose my principal in a
very short time.
·
Q. How many bidders were there~
A. I don't think there ·were but two bidders.
Q. At what price were the securities knocked out to you t
A. It was somewhere about $36,000, I think. I cannot reeall the exact :figures, but it was not over $38,000 if I recall
.correctly.
Q. Who cried the sale, if you recall t
A: I cannot recall positively, but he was a tall
page 261 } man. I think it was one of. the Bryans or
Branches.
Q. Was it Mr. William R. Trigg, of Davenport and Company?
A. I think so; I am not positive~
Q. Were there any persons present at the sale besides you,
the representative of the Virginia Trust Company, Mr. Swink
and Mr. Gresham~
A. I don't recall who were there, but there were a.t least
ten or fifteen people. I should say there were quite a number
in the room.
Q. Do you know ~1:r. J. R. Paschall?
A. Yes, sir.
Q. Was he present~
A. No, sir, I donft 1·ecall his being present.

---~------
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CROSS EXAMINATION.

By ltir.. Buford:
.
Q. 1\'Ir. Allen, the people who were present took no interest
in the sale, did they Y ~rhey were simply the ordinary attendants at the office of Davenport and Company, were they not7
A. I don't know what prompted them to be there. I went
in unannounced, spoke to one or two gentlemen, took a quite
modest seat in the corner, awaited the announcement of the
sale and bid as agent as discreetly as I knew how.
page 262 }- Q. About what time of the day ·was the sale?
A. l\ly recollection is that it was about noon.
Q. About that time is it not customary for customers to be
in the room watching the stock ticker?
A. I never a.tfended a sale of this kind before in my life
and I do not know the custom in that regard. I do not recall
ever being in the stock exchange room before.
RE-DIRECT EX.AJMINATIQ-N.
By Mr. Barton:
Q. Where is the office of the R.ichmond Stock Exchange 7

I·
i

A. The office I attended was in the basement of one of the
buildings on the south side of Main street, I think between
Eleventh and Twelfth.
Q. The advertisement states 1015 east Main street. Is that
a separate office, or is it in connection with the office of Davenport and Company, or of. any other broker, or do you know?
A. I do not know~ its connection. It was in the rear of. the
basement of this building, and I cannot recall what was behind it or what was in front, or what is upstairs over it.
Q. Was there any stocklboard, or any tickers, or anything
else corresponding to what you usually find in stockbrokers'
offices 1
A.· Nothing of that sort, no, sir. It had a large
page 263 } desk and a number of chairs ranged around the
wall and ar~und the desk. It was nothing like a
stockholder's office with a board and ticker. ·
And further this deponent saith not.
.Signature of witness waived by consent of parties by counsel.
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The further taking of these depositions is adjourned to
vVednesday, the 15th day of June, 1927, at 10 o'clock A.M.
(Signed)

JNO. B.

~IINOR,

Commissioner.

OFFICE OF COMMISSIONER JOHN B.
page 264}

~IINOR,

Law Building, Richmond, Va.,
July 15, 1927.

By agreement between counsel the further taking of these
depositions is adjourned to Tuesday, the 19th day of July,
at the same place.
(signed)

JNO. B. MINOR, Commissioner.

OFFICE OF COMMIS8IONER

JOfu~

B. ~IINOR,

Law· Building, Richmond, Va.,
July 19, 1927.
The further taking of these depositions is this day resumed
pursuant to adjournment.
Present: l\{essrs. A. H. Christian and R. T. Barton, counsel
for plaintiff and defendants Swink and Gresham; Mr. E. P.
Buford and Mr. J. H. Bridgers, counsel for defendants other
than Swink and Gresham; Mr. A. 0. Swink and Mr. Thomas
Gresham in person.
page 265 }

J. R. P .AJSCHALL,
Having been first duly sworn deposes and says

as follows:
DIRECT EXAl\ITNATION.
·By Mr. Bridgers :
Q. State your name, age and residence.
A. J. R. Paschall, 56 years old, Mecklenburg County, Va.,
Pose Office Merry Mount, North Carolina.
Q. What negotiations did you have with Mr. A. 0. Swink
regarding the purchase of the securities held by the Virginia
Trust Company, and when~

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.

223

A. I owed Mr. 8wink some money myself, ·personally, and
on endorsement on some notes of the Hamilton Ridge Lumber Corporation, given for some insurance for their benefit
on my life. The Hamilton Ridge Lumber Corporation became involved, and I was involved. I had these securities
with the Virginia Trust Company as security for my individ-ual notesMr. Christian: I object to the answer of the witness on
the ground that it is not responsive a.t all to the question.
Witness: And I also had an agreement with Mr.- Jackson
that upon paying certain amounts these securities
page 286 ~ could be released. I could not pay ·Mr. Swink and
I suggested to him that he look into this matter,
and if he thought that there were some equities in them, which
I claimed there was considerable equities, he could enter into
negotiations with Mr. Jackson for the release of the securities upon the understanding that he 'vould hold these securities until the property back of these securities would be sold
and these notes paid off, and any equities that there might be
to be applied on my debt to him.
Mr. Christian: I move that the testimony of the witness
regarding all the collateral matters other than his negotiations with :htir. Swink be stricken out, as immaterial. I also
object to the question as being leadin~.

By Mr. Bridgers:
Q. Did you and Mr. Swink come to any agreementf
A. Yes, sir.
Q. What was the agreement7
A. That he would enter into negotiations with Mr. J.ackson
for these securities, and any price that he could get the securities from Mr. Jackson for would be satisfactory to me,
with the understanding that when the properties were sold,
the proceeds were to be applied first to the payment of my
notes held by he Virginia Trust Company, and any equity,
any balance, was to be applied to the debt I owed
page 267 ~ Mr. Swink.
Q. What agreement, if any, did you have with
reference to the $40,000 note of the Granite Hall Farms Corporation?
Mr. Christian: This question is objected to as leading.
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A. That when my notes were paid this note was to be surrendered.
By Mr. Bridgers:
Q. Have you had any report or statement from Mr. Swink
regarding the amount realized from the sale of the collateral
other than the $40,000 Granite Hal~ note 1
A. No, sir, I have not.
Q. State if you had any conversation with Mr. Thomas
Gresham with reference to these securit!es held by the Virginia Trust Company~
A. Yes, sir.
Q. State what it was.
.
A. Mr. Gresham hacT endorsed some notes of mine, and also
notes· in connection with the Hamilton Ridge Lumber Corporation which had not been paid; and for his protection I
had called his attention to the securities held by the American National Bank and by Gov. H. C. Stuart. He had
bought some securities from the American National Bank.
We had an arrangement to meet Governor Stuart here on his
return from Farmville, and when Governor
page 268 ~ Stuart arrived I don't know what sort of condition 1\fr. Gresham was in but I was not in condition to see him. Mr. Gresham and I had been in company together during the day. So I did not see him in connection
with the securities. I gave him a letter to Governor Stuart
authorizing him to enter into negotiations with Mr. Gresham
and that any arrangement he made with him would be satisfactory. Mr. Gresham looked into the securities and said that
he did not think there w.as any equity in them and asked me
for something else. I called his attention to the Virginia
Trust Company securities, or he called my attention to them,
one or the other. I told him I had no obj~ction whatever to
his coming into this arrangement, but I 'vould first have to
see Swink, that I had given Swink an order on Mr. Jackson
authorizing Mr. Jackson to deal with him on these seeurities, and I explained to Mr. Gresham the understand' .~g I
had with Mr. Swink.
Q. Did you have any negotiations with Mr . .Swink and ~r.
Gresham jointly regarding their 'purchase Y If I so, state
what they were.
:
.
A. I had one conference witli Mr. Swink and Mr. Grehliam
in Mr. Gresham's office.
Q. What waH the result of that conference?
A. ·Mr. Swink came to the conference; we went over the
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transaction, and he left, and Mr. Gresham and myself remained at his office.
Q. \Vas any arrangement reached between
page 269 ~ you and Mr. Gresham?
A. Yes.
Q. "\Vhat was it~
A. That these sc.ecurities would be bought, and when the
properties were sold my notes w·ould be paid off, and they
were to have the rest of the money.
Q. Was any agreement reached regarding the $40,000
Granite Hall Farms Corporation note Y
A.. I expressly stated to ~{r. Gresham that this was my
home and that this note would have to be returned to me,
and he promised me it would be.
Q. Why were these securities sold at public auction, if
vou know¥
.. A. :rvrr. Swink told me on one occasion that the arrangement did not just exactly suit him; that he had been advised
that perhaps on account of my financial conditions the title
plight be questioned in case I was thrown into bankruptcy.
I then. told him,· ''Well, now, just any way you want, you
hanlde it". 1 immediately consented to it. A few days
after that I was here and he sent Mr. Gardner from him office to my room at the Jefferson Hotel and I gave him this
assignment just as he had it prepared.
Q. Do you know whether, or not, Mr. Gresham had any
idea or any information on which to base the value of the
securities other than the Granite Hall notes?
A. Mr. Gresham owned, had, or · practically
page 270 ~ had, the Sunbury bonds. The Sunbury bonds
were a part of an issue of $250,000 secured by a
mortgage or deed of trust on considerable timber acreage in
the State of Georgia. From time to time we had sold off the
timber, and in one trade where we had a timber lease we had
swapped in. part payment this timber we had on a lease for
an additional .amount of fee simple land. After the trade
was made we got together and reruced the price, turned ht
bonds enough to reduce the price of the land to what we
bought it was worth, $6.00 an acre. We had about 15,000
acres and we cut the bond issue down to about $90,000, and,
with the exception of a few thousand dollars, Mr. Gresham
owned half and I owned the other half. At that time the
lands were covered by a long lease, the timber had not been
cut on all of it, and we had never put any improvements on
the property. Afterwards I sold Mr. Gresham's interest in
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those bonds to a man named D·avis ·and a man named Thorpe,
a man named Peoples and T. S. Winston, at the price of $6.00
per acre.
Q. What did you estimate the actual value of the $35,000 of
R:unhury bonds at that time to be f
A. Par and accrued interest.
Q. Had Mr. Gresham had any .opportunity to know the
value of the Piedmont Power and Light bonds? If so, what
\VaS it f
A. Yes. lVIr. Warner Moore, 1\fr. Gresham, some others
and myself had started a ship building plant at
page 271 ~ West Point. ~fr. J\foore was more favorable to
shipbuilding than he was to light and po,ver interests. I traded Mr. ~foore my shipbuilding stock for a
certain amount of Po\ver and Light bonds. I told Mr. Gresham what I had done, and he asked me to make a similar
trade with "1\fr. l\foore for a certain amount of his stock, or
perhaps aU of it. I did make the same trade, and afterwards
hought Mr. Gresham's Piedmont bonds.
Q~ \Vhat did you pay for the Piedmont bonds that you
ov.rned Y
A. Ninety,. in cash.
Q. Had 1\fr. Gresham any opportunity to know about that
purchase, or know of it?
..:'\. Yes, he had some knowledP:e of it. I don't know that he
was interested other than the bonds that he got from Mr.
l\foore in this transaction.
Q. Where "ras his office at the time you were purchasing
these bonds of the Piedmont Company?
A. The next office to me, on the same floor of the American National Bank Building.
· .Q. Did Mr. Gresham know J\IIr. E. I. Buggf
..A. Yes, sir, very well indeed.
Q. Included in these securities was a note 'of Mr. E. I.
Bugg for $10,000 ~
A. Yes, sir, as collateral.
Q. 'Vas 1\tir. Gresham acquainted with the collateral for
Mr. Bugg's note?
page 272 ~ A. I don't think so. :
Q. I understand you to say that the $40,000
note was held by these gentlemen under an agreement that
it could be .used only for a deficiency against the purchase
price paid the Virginia Trust Company for the securities?
A. I don't think anybody contemplated any deficiency. I
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don't think there was any deficiency contemplated by anybody.
Q. vVas that the agreement~
A. The agreement was that they were to hold the notes
and hold the collateral both until these properties were disposed of, and then they would be returned to me, and they
were to have any equities tha.t I might have over and above
to apply on what I o",.ed them.
Q. Did this agreement apply in any way to the $40,000
note~

A. No, sir. The $40,000 note was accommodation endorsement.
Q. Mr. Gresham stated in his cross-examination that your
liabilities to him were $140,000. Please sate how your liabilities to ~Ir. Gresham arose?
A. J\{r. Gresham and myself had been interested in various
corporations and various matters. We had endorsed for
each other both jointly, to get money. We had given accommodation endorsements to each other. Mr. Gresham had a
power of attorney to sign notes in my name and I had
power of attorney to sign notes in his name. We were equal
owne-rs in the IIamilton Ridg·e Lumber Corporapage 273 ~ tion. I sold Mr. Gresham's interest in 1914 or
1915, or thereabouts, to a man named Swann; I
don't Imo'v of any reason for endorsing ~f.r. Swann's notes
other than accommodation to Mr. Gresham to realize on them.
vVe were both very hard up. Mr. Swann lived a year or two
and then died. rr11e interest was afterwards sold to Mr. J.
S. Newell, and I had to endorse notes for :.M.:r. Newell. The
Hamilton Ridge Lumber Corporation at one time had $504,000, my recollection is that that 'vas the highest amount of
notes that it owed. These notes were endorsed by Mr. Gresham, Mr. Boice, lfr. vV. H. Sawyer and mysBlf. That is in
addition to stock notes; that is over and above the Swann
and Newell notes.
I put up collateral and got Mr. Gresham relieved from the
most of it, got 1\ir. Boice relieved from the most of it, and
Mr. Sawyer. Ivfr. Newell died, I was endorser on the notes,
and if I owe 1\Ir. Gresham $140,000, the most of it is bound
to be on that account, because the small notes that he was
accommodation endorser for m·e on had ample .collateral.
1\tir. Gresham has never sent me any statements showing
.any amount. I would be glad for him to send it, showing
how he arrived at it.
Q. I understand you to say that his claim against you arises

a
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out of the sale of his stock in the Hamilton ·Ridge Lumber
Corporation to the purchasers and your endorsement on their
notes·for the purchaseY
.
A.· Yes, sir, practically so. I think that every
page 274 }- note .that Mr. Gresham was an accommodation
endorser on, other than the Hamilton Ridge Lumber Corporation stock notes, had some collateral and he has
realized more from the collateral than the notes called for.
I don't think there is a sing·le instance, or that he can produce one, that will not bear me out in that statement.
. . Q. Do you recall the date. that the Hamilton Ridge Lumber
Corporation was placed in bankruptcy~
. A. No, sir, not exactly.
_ Q. Or the month f
A. I think it was in May, 1923.
Q. Do you kno\v who the largest unsecured creditor of that
·~·Orporation was Y
A. Yes. ·
Q. Who was itf
· A. ·Myself.
· Q. Wbo were appointed the trustees 1
. A. ~Ir. Gresham, John ~,. Wilson and a man named Chis-holm of South Carolina.
Q. Did you vote for the appointment of Mr. Gresham?
A. I put the Hamilton Ridge Lumber Corporation in bank.ruptcy at the request of Mr. Gresham. He came to my house
down in Mecklenburg County and asked me to come up here
and do it.
Q. Do you recall what securities Mr. Gresham purchased
from the American National Bank that had been
page 275 }- held as your collateral1
A. Mr. Gresham purchased some securities in
_other places with some concerns. Ile bought some from Sa_vannah, and I know that he bought Kilkenny bonds from the
American National Bank. I don't remember anything else
just at this time, but I know that he did buy Kilkenny bonds
for them.
Q. At the time that these matters were going on did Mr.
Gresham have any interest in the Bryan Land and Timber
Company?
A. Not unless he had bought Bryan Land and Timber Company bonds where they were collateral to my notes. He had
been interested in the Bryan Land and .Timber Company.
He went into the Bryan I.1and and Timber Company on the
basis of about $5.00 an acre. His interests in the Bryan
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Land and Timber Company \vere sold to,. T. S. Winston at
$8.00 an acre.
Q. no you know whether, or not, he participated in the
foreclosure of the Bryan Land and Timber Company~
A. In what way do you mean?
. Q. In the purchase, or in having it sold.
A. No, he had no interest in having it sold. He did participate in the purchase.
.
Q. Did you have any agreement or understanding with
him regarding that?
A. 'fhe Bryan Land and Timber Company was being sold
nnder the mortgage held by the Hilton estate. I was in Savannah, negotiating 'vith a party for the sale
page 276 ~ of 'vhat \vas lo1own as the Warrenton tract, with a
man named Robins from Falco, Alabama. I called
up :rvrr. Mullen; I left Tucker's house, went to Jacksonville,
c•11led up :Mr. ~Iullen, \vas told ~fr. Mullen was in the mountains of North Carolina. I called up 1\{r. Holladay, kno,ving
that the American National Bank had a lot of these bonds as
collateral for my notes, and told him that the property was
going to be sold. I got into communication with Governor
Siuart and notified himMr. CbriRtian: CounRel for Messrs. Swink and Gresham,
being advised that the Commissioner has no power to prevent. the aRldng of questions or the answering of questions
by the witness, and desiring to expedite the proceedings by
omitting to make objection to every question and every answer deemed objectionable, object to all questions which have
been or may be asked regarding collateral transactions betw~en Mr. PaRchall and either or both Messrs. Swink and
Hresham not pertaining in any way to the issues involved in
this suit, and to the statements by the witness of his vari..
ous transactions with lVIessrs. Jackson a.nd Mullen and Holladay and various other ·people, out of the presence of M19ssrs.
Swink and Gresham and not concerning the matpage 277 ~ ters noi\v in litig·ation; and at the proper· time
'viii move to strike out all of the evidence of the
character to whieh reference has been made.
Witness: I got into communication with Governor Stuart
by wire and notified him of the sale.
By Mr. Bridgers :
Q. Did 1\{r. Gresham participate in the sale of any 'vay 7
A. I afterwards called up Mr. Holladay and he told me they
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"1'ould have a represe_ntative do"\\'11 there to represent all parties concerned. I was not present at the sale; on the day of
the sale I was at Defuniak Springs, Florida, negotiating
about anoth~r matter. I was told by Mr. Gignilliat that Mr.
Gresham was there· and Mr. Winston, 1\tlrs. Braswall and her
attorney, and p~rhaps some others, but I remember the attorney.
Q. Do you know who purchased this property?
A. I understand it was purc-hased by Mr. Bunn, Mrs.
Braswell's Attorney, in his name, and wns afterw:ards deeded
to a corporation composed of 1\IIr. Winston, Mr. Gresham,
Governor Stuart and Mrs. Braswell.
.
Q. State, if you know, whether, or not, the mortgage under
which it was s_old covered all the property of the Bryan Land
and Timber Company Y
A. I don't think it did.
page 278

~

Mr. Christian : Referring to the last few questions and answers, in addition to the objection
to these questions and answers heretofore made, objection
is further made on the ground that the best evidence of
·what the Bryan Land and Timber Company mortgage covered is the mortgage itself, and the best evidence of who
hought the land is the deed of foreclosure, and the best evidence of ·who composed the corporation is the stock register
and ledger of the corporation. This objection will also be
nrged at the proper time.
By M·.r. Bridgers:
Q. State, if you know, whether, or not, there is a suit pending in the United States District Court at Savannah re_garding a part of the Bryan Land and 'rimber Company.
..A .• Yes, sir, by the Citizens Bank of \Varrenton, North
·Carolina, who held a part of the bond jssue of $200,000 which
was secured by this property. This suit originated-it was
understood that it was put in for all the bondholders; Mr.
Boyd, a Director of the Citizens Bank of \Varrenton, told me
that Mr. Gresham told him that he was willing that the Citizens Bank should come in provided they would pay their part
of the moneythat was paid out. This was tendered, and Mrs.
Braswell objected to it, she was not willing for
page 279 ~ the Citizens Bank of Warrent9n, North Carolina,.
to come in.

Mr. Christian: That evidence is objected to as hearsay, in
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stated gen-

By Mr. Bridgers:
Q. Do you know when that suit was instituted?

A. Some time last summer.
Q. When was this suit instituted!
A. This suit here today, I never heard of it until the latter
part of January. I guess it was way along in February that
I was advised of it when I got back; I don't know the date of
it.
Q. Did you ever make any demand upon Messrs. Gresham
and Swink to return the $40,000 note to you, and if so, when.
and where~
A. Well, I don't lmow that I ever made any demand. But
we had a discussion about it, that it was to be returned, and
the excuse they gave me was they had not wound up the property. That was some time in the early part of 1924 or the
latter part of 1923.
Q. Was there any denial of the agreement to return it at
that time?
A. No, sir.
Q. Was there a reafii'rmation to return it on the
page 280 ~ part of Gresham and Swink?
A. I don't know that there was.
Q. Where did this occur Y
A. If ere in Richmond.
Q. What was Mr. Gresham doing when you first knew him,
and when was that?
A. It was somewhere around 1900. He was running a hotel
in Norlina.
·
Q. How many years were you and he in business together?
A. tJp untill923 in one w.a.y or another.
Q. Did you have any agreement or undertsanding with Mr.
Herbert Jackson, President of the Virginia Trust Company,
the complainant corporation in this action, regarding the
sale of these securities?
. l\.. Yes.
Q.. What was it?
A. I received a letter from Mr. Jackson asking me to come
to see him and I went to see }~Ir. Jackson and told him that
l had an arrangement with Mr. Gresham and Mr. Swink, and
that anything he did 'vith them would be satisfactory with me.
I asked hhn- about this assignment and these orders to MrSwink, and he said that that did not suit him exactly. He ex-
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plained to me what they had agreed to do and asked me if I
had any objections tn the sale and I told him none whatever~
Q. ·\Vhat did Mr. Jackson say that Messrs. Gresham and
Swink had agreed to do ~
page 281 ~ A. That they had agreed to pay off my notes.
Q. Your two notes for $15,000 each~
A. Yes, sir, and the accumulated interest.
Q. "\Vhat statement did he make concerning their agreement with you regarding the $40,000 note?
A. That it would be returned..
Q. Under what condition i
A. When they got their money back out of these securities ..
Q. j\tlr. Paschall, look at the pape1· I now hand you, and let
"it be copied into the record a~ Paschall Exhibit # 1, and
state if you received the original letter Y
A. (Examining} Yes:, sir.
Q. · By whom was the original letter signed f
A. By H. W. Jackson, President of the Virginia Trust
Company. It was on the Virginia Trust Company's stationery..
Mr. Christian: The proof of the letter is objected to. The
proper proof is to produce. the original or the available carbon copy which Mr. Bridgers has stated is in the hands of the
Virginia Trust Company from 'vhom he claims to have secured this copy, and tha.t carbon copy is within a block of
this office and can be readily procured.
page 282

~

Note: Said Exhibit #1 reads as follows :
"COP:Y

July 25th,

1923~

Mr .•T. R. Paschall,
Merry :Nlount, N. C.

Dear Mr. Paschall:
I heard you were in town the other day, and regret that
you did not come in to see me. as I had an important matter ·
to go over with you in connection \vith your indebtedness
here.
The matter about which I wished to see you,. is that- I believe I can get all of your debts paid here. I don't want to

/

·-.

---- -· - - - - - - - - - - .
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sell them at public auction without first notifying you, but it
is necessary that 've do something, and I would like for you
to come and have an interview with us.
Very truly yours,
President.
HWJ-A
By lVIr. Bridgers:

Q. It appears in the record that you received from the Virginia Trust Company, as a result of the sale of these securities in August, 1923, a check for $28.18. When
page 283 ~ did you cash that check1
·
A. It was long after the reecipt of it.
Q. \Vhy did you hold it 1
A. vVaiting for the return of these notes, and until I was
assured that they would be returned.
The Commissioner: What notes~
Witness: My notes; the Granite Hall notes.
By 1\fr. Bridgers:
Q. Have you ever received any demand for the payment
of the $40,000 Granite H~all note, from either the Virginia
Trust Cornpany, A. 0. Swink, or Thomas Gresham Y
A. No, sir.
Q. Have you ever received any demand for payment of

the interest thereon?
A. No, sir.
Q. Do you know what the Virginia Trust Company did with
the original trust deed securing this note, in January, 1927?
A. Yes, sir.
0. What was it?
A. They surrendered it toW. H. Dameron, and wrote a letter stating that they would resign as trust~e whenever requested to do so by me, after they got their money. That
letter was written in September. They got their money ou
the loth of January and surrendered the deed of
page 284 ~ trust on the lOth of January to Dameron.
Q. J\rlr. Paschall, have you estimated in any
wav the number of acres of timber which was cut on this
hu{d in the spring of 1927 by R. A. Harris?
A. Yes, sir.
Q. Ho'v did you ·arrive at the area Y

r - ----
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A. I stepped it, Harris and myself, as carefully as we
could, a.nd wired you the result.
Q. Harris was present at the stepping?
A. Yes, sir.
Q. Did he see the telegram you sent ~
A. ·Yes, sir.
Q. How many acres were cut f
A. Forty-two acres.
Q. Did you and Harris estimate the quantity of timber that
had been cut?
A. I did not. I had no way of telling.
Q. Did Harris state to you how much had been cut?
A. He said he did not know how much had been cut. He
saiq he thought it would run 625,000 feet. The timber had not
been moved. I wired the information to l\1:r. Gresham.
Mr. Bridgers: Without recognizing the right of the com~
plainant or A. 0. Swink or Thomas _Gresham to introduce
testimony regarding consequential damage to the
page 285 ~ freehold other than the depreciation in value
caused by cutting the timber, I will ask the witness this question.

By l\1 r. Bridg~rs:
Q. Has this property been damaged in any way by th.e cutting of this timber, other than by removing the value of
that timber therefrom f
A. No, sir. It has been enhanced, according to my idea.
It is the most remote piece of timber, with the longest haul to
the railroad, and certainly not above the average of the timber on the place.
Now when this arrangement was entered into, there was
no contemplation of this suit; it is perfectly natural to suppose that I put ~arris at a place which was most advantageous to the pla~tation. That was my opinion at the time,
and it is very apparent ·to anybody that that is so, because
it is the furthest off place and certajnly not above the average of timber on the plantation. The timber on this plantation comes up to the railroad.
Q. You say it was the most distant place?
A. Yes, sir, the longest haul and certainly not above the
average in quality.
Q.. Was there any intrinsic or extrinsic value in the timber
itself beyond the timber cut?
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A. I don't know of any. It is a piece on the
extreme northeast corner of the property and it
runs to the railroad on the southwest corner, the
station.
.
Q. Have you had any experience in buying and selling timber lands?
A. Yes, sir.
Q. For how long a period ~
A. I. would say since 1895.
Q. I understand you to say, based on your experience extending from 1895 to 1927, that this piece of property has not
been damaged in a consequential way by the cutting, other
than the value of the timber removed Y
A. No, sir. It has been enhanced in value, because the-timber furthest from the railroad has been removed.
Q. You were President of the Granite Hall Farms Corporation a11d signed the answer of that corporation to the bill
in this suit Y
A. Yes.
· Q. You are familiar with the claim of the Grallite Hall
Farms Qorporation as to the execution of this note Y
A. Yes.
·
Q. State whether, or not,_ the Garnite Hall Farms Corpo~
1·ation received any benefit from the execution of this note;
I mean the $40,000 note T
A. Not a dollar.
Q. "Why was it executed?
page 287 } A. As an accommodation to me.
. Q. In the answers filed by you individually and
the Granite Hall·:B,arms Corporation, you have alleged the
facts which you had testified to this morning, have you not 7
A. Yes.
Q. Do you reaffirm the truth and correctness of those allegation?
A. Yes.
Q. During these negotiations with Mr. Jackson, President
of the Virginia Trust Company, state if anything was said.
to you by him regarding a guarantee by Messrs. Gresham and
Swink in. connection with the first mortgage bonds upon this
page 286

~

property~

J\!Ir. Christian: This question is objected to as being mere
hearsay and not binding on the defendants Gresham and
Swink, because it was not made in their presence, and is not
-shown to have been made under circumstances calling on them
to admit or deny its truth.
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A. Yes, sir. lVIr. Jackson told me that before he released
the securities he made them guarantee the interest and taxes
on the first mortgage, and that in case of foreclosure he would
not have to bid over $45,000.
page 288

~

CROSS EXAMINATION.

By Mr. Christian:
Q. Of whom does your family consist, Mr. Paschall t
A. My wife and myself.
Q. Have you any children t
A. Yes. But they are not at home.
Q. What are their names?
A, J. R. Paschall, Jr., and Sally Paschall.
Q. Where is J. R. Paschall, Jr.?
A. I don't know.
Q. ''\tVhat was your 'vife's maiden name?
A. Florence Perkinson.
Q. Where did she come from f
A. Just across the line from where we are living now,
about four miles.
Q. From North Carolina f
A. Yes.
Q. Who was her father~
A. Wesley Perkinson.
Q. Is he still alive!
A. No, sir.
Q. When did he die Y
A .When she was seven years old.
Q. How old is she now Y
A. About my age, :fifty-five.
page 289 ~ Q. What business was he in f
A. Farmer.
Q. What estate did he leaveY
A. Not very much?
Q. Do you recall whether your wife received any portion of
itY
A. Yes.
Q. What was the amount of it?
A. I don't know. I think some,vhere about $1,200.
Q. When did yon organize this Granite Hall Farms Corporation?
A. It must have been around 1910 or 1911, along there.
Q. What business was it organized to conduct? Leaving
.out what is mentioned in its charter, what did it actually do!
A. Agricultural, owning land, and so forth.
·
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Q. "\Vhat lands did it ever own 1
· A. It owned some land in Mecklenburg County, some in
~Varren County, this ·particular tract, and some in Lunen;_
burg.
.
Q. How many purchases did it make; do you recall the
number?
· ·
·
··
·
· A. No, I ·do not:
Q. "'What money 'vas actually paid into the corporation,
and by whom, ''"hen it was ·organized?
, A~ You mean, who were the stockholders Y
Q. I meru1 what I said: What muney was paid into it, if
anv?
A. I don't remember now. I know Lee Paschall 'vas a
;
stock11older 'in it. I don.'t know who the organizpage 290 ~ ers were.
~Q. Who were the stockholders in the c·orpora ..
tion at the time you executed·the first mortgage notes to buy
it, and this $40,000 note, and put the deed of trust on itt
.. A. That was not the first one. This mortgage is about the
--third deed.
Q. vVho were the stockholders at t!J,e time y9u executed this
mortgage that has just recently been foreClosed?
A. I don't remember.
·
Q. Did Lee Paschall own any stock then 1
A. He was one of the ori~nal organizers.
Q. Did Lee Paschall own· any stock at that time 1
A. I think he did.
(J. How much· did h-e own?
A. I don't know.
Q. ·were you President of the c~rporation during its entire existence?
···
-·
·
: A. Yes, but I haveii't got t)?.e stoq.k boo~.
.·
. Q. vVho ·authorized you as President of the corporation to
·· ..
execute that mortgage?
A. I don't' know.·· I have never s~en any authority. Mr·.
1\;Iullen and myself' executed that mortgage.
Q. You said -just now that' the.$40,000 note was a mere accommodation note ?
.
·
. .A. A·bsolutely nothing else. .
.
.
. ·
_
· Q. Did you think it·was·propeTthat you shoul~
;page 291. ~.consult. the .other ~to~khol~ers a~ the time you
·
.executed. th1s p.ote for $40,000?
·
A:. I 'don't ~know whether I did~ or not. I know the circumstances under which it 'vas done and how it was done.
Q. Does Lee Paschall still own any interest in it 7

;~

--
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A. I don't know. I don't know whether he has any of his
stock, or not.
Q. Have you any of the stock nowf
A. No.
Q. Do you know who the stockholders are now?
A. No, I do not.
Q. Do you know whether any stoek. was ever issued?
A. I would imagine so.
Q. Did you ever have a stock certificate in your possession
for any· stockY
A. I don't know whether I did, or not.
Q. Did you ever sell any stock to anybody, or give any
away?
A. Yes.

Q. What stock did _you sell or give away?
A. I transferred some to my wife.
Q. Did you give it to her or sell it to her'
A. It was given to her in 1918 or 1919, somewhere along
there.
Q. Do you recall how much that was Y
A.' Practically the entire stock i~sne.
Q. Well, then, speaking generally, did you own
page 292 } practieally the entire stock issue¥
A. Yes.
Q. Did that hold true from the time of the organization
of the company?
A. Well, up until somewhere in 1918 or 1919. Mr." Mulle:n
handled those matters, and I have asked him for the minutes
and stock book and so ·forth, and he turn eel over what he said
was all the records that he had. He did that just a very sh~rt
time ago.
Q. Since May, 1923, when the Hamilton Ridge Lumber
Corporation into bankruptcy, w.ould you say that it had been
known in business circles of Richmond that you were finan- .
cially embarrassed, or not Y
A. I would say it was, yes, sir. I think they knew it.
Q. Would yon say it was what might be c-alled a notorious
fact in this community?
A. Well. it was not so widely scattered, butQ. All the banks knew about it and all the people in the
timber business, did they?
A. I don't know al?out all the people in the timber business,
but I imagine all the· fellows in business with me knew it ..
Q. Can you point to any piece of property that either Mr.
s,vink or Mr. Gresham have known that you owned since
May, 1923, that they could put their hands on?
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A. I haven't owned any, I haven't had any..
to own it with.
. Q. You said just now that they had not demanded any pa~ment from you on this $40,000 note. Does
it occur to you that even if that were true, it would have
been a vain thing for them to have made that demand, or
for Mr. Gresham to have given you a· statement 1
A. I don't know about that. I turned over the various
properties. I did not try to keep back anything and I did
not keep back anything.
Q. vVhom did you turn them ove~ to 7
A. Some to Gresham, some to SWink, some to Sands, some
to Governor Stuart.
Q. Do you mean that you had equities in those properties
with the bank's claims ahead of them, and you turned over the
equities?
A. Yes.
Q. !notice that you have not mentioned anything about the
Camden Land and Cattle Company in talking about your
various affairs this morning. Was Mr. Gresham mixed up
in that?
A. No, sir, he ·was not, except some bonds that he got as
collateral for a note at West Point. Do you want me to tell
about it?
Q. No, sir, I am not interested in its particularly.
A. If you want me to tell a bout it I will tell you whatu"-:.
ha ppened.
--.·-" .
page 294 } Q. I have no objection to your explaining.
A. I can explain it.
Q. It "rill be subject to my general objection that to all of
this evidence as being immaterial to the issue.
·
A. All right, sir. Mr. Easley made a report on it as being
'vorth $15.00 an acre which I paid. Mr. Gresham, I understand, was one of the committee of bondholders. It was sold
nt public auction, bought in by the· bondholders and sold for
something like $400,000, or '$415,000. It was sold the next
day at a profit, it was sold at $600,000, which was a profit of
about $200,000.
Q. Have the sellers gotten all of that purchase money'?
A. I don't' know about that.
Q. Do yon know whether they have gotten any of it?
A. Yes, they have gotten some.
Q. E;ow much 7 ..
A. I don't know how much. I understand something like

. page 292

r thing

$10,000.

Q. Coming back now to the transaction with the Virginia
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Trust Company and to the two $15,000 notes of yours which
it held and which were secured as the record shows by Sunbury Lumber Company bonds in the amount of $35,000, Pied~
mont Power and Light Company bonds in the amount of
$35,000, E. I. Bugg note of $10,000 and the Granite Hall
Farms Corporation note for $40,000, the record further shows
that one of those two $15,000 notes· fell due on
page 295 ~ J\ilay 1, 1923, and was not· paid at maturity.·
Please state what was the first communication
you had relative to that note, or the other $15,000 note, and
from whom you had the· communication f
A. I presume I got it from the Virginia Trust Company.
Q. With whom did you deal there-~
·. A. H. W. jackson himself.
Q. Did you ever have any. dealings about these matters
with anybody elseY
··
·
· A. No, sir.
· Q. Therefore, you would expect, if your testimony finds
support anywhere, to find support for your· testimony from
Mr. Jackson 7
A. I think his own letters are sufficient, regardless of what
Mr. Jackson says.
Q. Do you regard Mr.· J aekson ·as an honest man 7
A. Don't ask me that question.
Q. I will ask you that · question.
:I

Mr.; Buford: you ought :not to nsk him that question.

-I

i~

it.

A. I had rather not answer the question, but I can answer
and tell you why; · I refuse· to answer it. ·
· ,.

Mr. Buford: I think you have a right to refuse to answer

. ..

-

.

.

.'

page 296 ~ By .Mr. Christian:
Q. Yon have quoted him he:r;e very extensively
this morning.
· ·
·
··
·'
.' A. That's all right .. The facts are true.
· ..Q. Do you charge' Messrs. sWink ··and Gresham with a con..:.
~cious repudiation of this agreement 'vith you, or how do
you account for tl?-e difference between you on the facts in
question!
·
' I

'

on
-

-

~

: · Mr.'Bnford: Question objected'to
the-ground that it 1ls
incompetent. The witness cannot be required to account for
the differences between him and Swink and Gresham by im-

---------
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puting to them a conscious violation of what the witness has
testified was the agreement between them. It is sufficient for
the witness to testify to the facts and leave to the Court the
determination of the question whether the contract has been
violated, or not.
A. Well, they are absolutely doing it. They are your
clients; you can draw your own conclusions.
Bv Mr. Christian:
·Q. Do you believe that there is any .Plot between Mr. Jackson and Messrs. Swink and Gresham, or is it your theory
that they acted independently in this case~
Mr. Buford: The witness is not required to answer questions of that kind. We object.
page 297

~

By lYir. Christian:
Q. Go ahead and ans,ver the question, if you
are going to answer it. If not, make a note that you are instructed not to answer it.
Mr. Buford: I think the witness has a right to decline to
ans,ver question~ of that kind.
A. I decline to answer on the advice of my counsel.
By lYir. Christian :
·
Q. Have you any evidence in your possession of a plot
or conspiracy between Messrs. Swink and Gresham on the
one hand and Mr. Jackson on the other to prejudice your ip.terests in this matterY
lYir. Buford: vVe make the same objection.
Witness: Shall I answer Y
Mr. Buford: I t;lon't think you have to answer that question.
A. I refuse to answer on the advice of counsel.
By ~Ir. Christian :
Q. Can you point, iil connection with the issues involved in
this case, to any hostile act on the part of the Virginia Trust
Company, or 1\ir. Jackson, towards yourself, for anything
that has been done which has shown evidence of a lack of con·
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page 298

~

sideration of your rights, or of the rights of
any party to this suit adverse to ~{essrs. Swink
and Gresham¥

Mr. Buford: The witness is not required to answer a qu~s~
tion of that kind. He can be asked about facts, and facts
alone.
Mr. Christian: Do you instruct him not to answer that too¥
Mr. Buford: Yes.
Mr. Chri~ian: Then just say that under advice of counsel
the witnes refuses to answer.
By Mr. Christian :
~ ·Q. ·You say that you heard from Nfr. Jackson when this
note became due. yon have introdueed in evidence the letter
dated July 25th, 1923, which you say is a copy of a. letter
which you received from Mr. Jackson. Was that the first
communication that you recall having received from him
relative to the non-payment of this note insisting on its payment?
A. No, sir.
Q. Wnat communica,tion preceded that~
A. I don't know. I was here, in direct communication with
~tfr. Jackson, in and out of here every week.
Q. You think he had ca1led on you to pay this note before
thatf
·
·
·
A. Yes, sir. That is why I went to Swink.
Q. ·Had you been to Swink before you got that
page 299 } 'letter f
A. What do you mean? This letter here?_
·o. Yes.
A. Oh, yes, I had given him an order on the Vire.inia Trust
Company before that letter was written. (Referring to Paschalls Exhibit #1).
Q. What was the nature of the communication you had
with Mr. tTackson at the time you say you were in Richmond
every week and in communication with him all alongf
A. I presume they were letters, and I was here.
Q. I am asking you what was their nature?
A. To pay the notes.
Q. What position had you taken with Mr. Jackson, that you
'vould pay them, or not f
A. That J would make every effort to pay them.
Q. How did yon first come in contact with Mr. Swink at
this juncture T
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A. Swink and myself-he had CQnsiderable notes that I
was on, too.
·
·
Q. ·was Swink _pressing you for the payment of themY
A. Yes, sir.
.
Q. So at this time, following May, 1923, Jackson was pressing you to pay these notes and Swink \Vas pressing you to
pay considerable notes tha.t you owed him?
A. I w.ould not say that they were considerable, but some
notes,
Q. What was Swink trying to get you to do Y
page 300} A. He was trying to get his notes paid.
Q. And Jackson was trying to get his notes
paid?
A. Yes.
Q. How did Swink's business and Jackson's business ever
get together 1
A. I called Swink's attention to it.
Q. To what? _
A. To this collateral up there.
Q. You called Swink's attention to the fact that you had
collateral up there?
·
A. Yes.
Q. Row did vou think that would_ interest Swink?
A_. Because I had considerable equity, and had an agreement \vith J·ackson to release it on certain payments.
Q. vVhen did you make that agreement with Jackson? A. I don't know just when it was made, but -;I have a letter
there stating that t11e agreement was in existence.
Q. What letter is that? Have you introduced it?
Note: Mr. Brid_gers, counsel for witness, here hands Mr ..
Christian .a letter.
Bv 1\fr. Christian:
·Q. You say that this paper which I hold in my ha_nd, and
which purports to be a copy of a letter to you
l)age ROl } from 1\fr..Tackson dated August 1, 1923, refers
.
to the agreement about which you now speak?
A. Yes~, there was an agreement 'that those collaterals
should be released on certain payments.
Q. You don't know what the payments were T
A. I don't rememher now.·
Q. And you don't know what collateral was .to be released,
do you?
A. Well, they said wha.t secured these notes. We had an
agre~d price on all of them.
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Q. By paying a certain amount you eould get certain collateral released, could you t
A. ~ehis collateral would be released on certain payments.
Q. This letter speaks of that permission to you not having
been l\Vailed of, and they are 'vithdra,ving the offer, giving
you, however, three days within which to liquidate the loans.
Did you avail yourself of that opportunity'
A. I did not avail myself of it at that time, but we reached
an agreement about it as to how it should be paid there.
Q. According to these hvo letters, one of which is in evidence as Exhibit #'1, and the other is not in evidence but the
letter I refer to is dated August 1st, 1923, he "rrote you on
July 25, 1928, asking you to come in to see him and telling
you that he believed that he could get all of your debts paid
and that he did not 'vant to sell the collateral at
page 302 ~ public auction without notifying you; ·and then
he writes you, six days later, this letter, giving
you three days to liquidate your loan. What had happened
in those six days to explain the difference behveen the contents of the first letter and of the next one ~
·A. Well, s,vink and myself had had a conference, Jackson
and myself had had a conference. .Swink was buying and
Jackson \vas selling- and I was consenting to \Vha.t they did.
Q. Did you, or Jackson, or Swink first suggest bringing
together their two interests into onef
A. I did; I suggested it to Swink.
Q. When was that?
A. I don't know, but it was in ti1e early summer of 1923 ..
Q. It was before these letters, 'vas it?
Q
A. It was before these letters were 'vritten.
Q. What do you claim that Swink sa.id when you told him
there was some excess collateral at the Virginia Trust Company out of which he might get his debt paid f
A. He said he would look into it.
Q. Then what happened after thatf
A. My reeollection is that I gave him some kind of order
to Jackson. He said he would look into it and I gave him
some kind of order to Jackson, and he came back and told
me that that was not just what he wanted. I
page 303 ~ said, "All right, then, what do you 'vantt'Y He
sent Mr. Gardner. He and I were talking then in
Rueger's Hotel, and he told me he did not have what he
.wanted, and he might perhaps have told me that Jackson
would not act on it; and 1 said, ''All right, then, draw up
what you want and I will sign .it''. He asked me where I was
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stopping and l told him the Jefferson Hotel, and Mr. Gardner
came up and got this on J uty 31.
(~. \V ere you seeing ~lr. Gresham all of this time too 7
A. Every week. The Hamilton Ridge Lumber Corporation had just been put into bankruptcy and 1\'lr. Gresham was
one of the trustees.
Q. vVhat were you seeing him about~
A. Hamilton Ridge.
Q. What interest besides your being a creditor in that company did you have in the Hamilton Ridge Lumber Corporation 1 Any other 1
A. Yes, I was trying to sell it.
Q. Had there been any talks between you and Mr. Gresham
about your being liable to him in any ·way?
A. Oh, yes.
Q. Did he ever talk during these times about your owing
him anything or ask you 'vhat you were going to do Y
A. He was buying securities; he was authorized to buy securities from the American National Bank and. Governor
Stuart, and we were carrying on negotiations
page 304 ~ with Governor Stuart at exactly the same time.
·
Q. r.rryiug to save him from any loss 1
A. To save him from any loss.
(~. vVho first suggested, so far as you know, 1\fr. Gresham
mixing himself up in the affairs of Swink and the Virginia
'rrust Company? Did you suggest that too?
A. I think I did, after he came back and saw nothing in
the collateral that Governor Stuart had.
.
Q. Yon think, then that you stated to him what you had
already stated to Swink, that you hadA. No. I stated to him this: that as far as I was personally concerned I was perfectly willing for him to join Swink
in this purchase, but I would first have to see Swink; that I
had given Swink a paper giving him a right to buy them.
Q. What paper had you given Swink?
A. I gave him two papers.
Q. You suggested, then, to Mr. Gresham, at that time that
he come in-}le not liking the appcarnc~ of the collateral in
which Governor Stuart was interested· as a possible source
from 'vhich to recoup some of his loss by you, that maybe he
could come in on the Virginia Trust Company collateral; is
that true?
A. I don't know whether I suggested it, or he suggested i~
but I consented to it when it was brought up.

r
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Q. You said that you consented when it was
brought up that he could come in. on the purchase?
·
A. Come in on the arrangement I had made with Swink.
Q. Yon said that there were two papers that yon had given
Swink?·
A. That is my impression.
Q. What were the contents of them'
A. I don't know. I kept no copies.
Q. The first was an order to Jackson whir..h he said was
unsatisfactory, and the second one he drew at the hotel; is
that right?
A. Yes. He had had one before.
Q. He had had one which was not satisfactory?
A. That is what he told me.
Q. Did those papers cover the entire agreement between
you ·and Swink~
A. No. He did not put the agreement in its because he
said I might be put in bankruptcy.
Q. But you had made an agreement with Swink by which
he was to buy the property in at the sale, had yon?.
A. Buy this collateral.
Q. Includin~ the $40,000 note?
· A. Buy it if he wanted to. He had the right to do anything tha.t ~T ackson and he arrived if. The only agreement I
had with him about that was that that was my home and
those notes had to be paid off out of this money,
page 306 ~ and I so stated to 1\fr. Gresham when he came in.
Q. That your notes at the Virginia Trust Company had to be paid off .out of the securities?
A. Yes, when the property was realized on. But he had
the right to trade 'vith Jackson as cheap as he could. He did · ·
not surrender a note that he had of mine, nor did he pay
one dollar.
Q. At the time tha.t you saw Mr. Gresham, had you already
made this agreement with Mr. Swink~
A. Yes.
Q. What agreement had you made with M:r. Swink?
A. That he had. the right to trade with Jackson at the lowest dollar that he could to get these securities away from
him.
Q. All the securities that Jackson held?
A. Any trade he could make with him w·as satisfactory to

page 305

~

me.
Q. What was .Swink to do with the securities, according to

the

agreem~nt,

after he bought

them~
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A. He was to hold the securities until we could realize on
those properties and pay off my notes.
Q. Realize on what properties?
A. Sell the properties.
Q. What ·properties 7
A. The Sunbury, the Bugg note, the Piedmont property,
~s~.

.

Q. In other words, your agreement with Swink provided
·
for the purchase of your securities from the Virpage 30i } ginia Trust Company, did it Y
A . .If he could do it.
Q. Was he to hold the securities?
A. To hold them until the properties could be sold at a·
price to pay back the money. At that time the securities were
'vorth $100,000, everybody thought so. I had paid $9.00 an
acre for Sunbury.
Q. Under that agreement what was Swink to do with the
first monev tha.t he realized from those sec uri tie·s 7 Whom
was he t.o ~give that to 7
A. He was to reimburse himself for anything he paid out.
Q. Before he ·paid Jackson~
A. Yes.
Q. Was· he obligated to see tha.t Jackson got $30,0007
A.N o. lie had the right to trade 'vith Jackson at any
price that he could trade with him.
Q. And therefore, if Swink bought the whole thing for $20,000, Jackson would credit you with $20,000 and he would just
have an unsecured claim against you for the balance; is that
so?
A. Oh, the agreement was that my notes had to be paid
Qff out of the sale of the securities.
Q. What notes?
~A. 'l'he notes that Jackson had of mine.
Q. In other words, if S:wink bought the securipage 308 ~ ties from ,Jackson at less than the amount of the
two notes, Swink had to pay out the money to
pay off the two notes?
·
A. No. The property would bring enough money to pay
them off. rrhe notes that Jackson had would have to be paid
off and the balance would have to go to .Swink. He could have
l,ought them for $1.00.
Q. Swink had to apply the first money that came into his
hands for paying off the $30,000 of notes, is that right?
A. When the property was sold, when re realized on the
securities, the whole thing was to come into Swink_'s hands.
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Q. And Swink undertook to pay off the $30,000 of notes
when it came into his hands, did he?
A. Not unless the securities brought it.
Q. The first money that was received 'vas to be used to pay
off Jackson's notes, was itt
A. ·Yes.
Q. What would become of the rest ~
A. It would be applied to what I owed him.
Q. When_ was he to pay out the first money to Jackson t
A. Whenever he got the money.
Q. What was he to do with the money af_ter he paid Jackson and paid himself t
A. Well, now, he didn't start out to buy enough for that.
Q. You mean that he did not intend to buy all the securities!
A. No, he did not, not all I had there. The
page 309 ~ assignment does not call for that.
Q. At the time you made that agreement with
him, it was only contemplated that he would buy the securities mentioned in the assignment; is that .right Y
A. Yes. 'When Gresham came in, then they bought Sunbury.
Q. In other words, at the time he started talking to Gresham, the agreement with Swink was simply that you assigned
to him your equity in the Bugg note and your equity in the
Piedmont bonds, and he was to pay $5,000 to the Trust Company to get the Bugg note, or such gTeater amount as they
would release it for, and $15,000 for the Piedmont bonds, or
or such greater amount as they would release them for; then
he was to hold those two lots of securities, and as soon as he
realized on them he was to pay himself what the securities
had cost him, and. then do you say that he had, out of the
next money that came into his hands, to pay such amount
as was due the Trust Company and had not previously been
paid off by him, and then after that he was to use the balance to pay his own debts i
A. Yes, to pay his debts.
Q. What did you say you thought the Bugg note was worth
at that time Y
A. The Bugg note was always 'vorth par.
Q. It was a $10,000 note i
A. Yes.
Q. What do you say the Piedmont bonds were
page 310 ~ worth a.t that time~
A. We thought they were 'vorth par.
Q. Who is we?

-. __ l:
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A. The owners of them.
Q. So you think that Swink was getting from the Trust
Company $45,000 of property for which he paid $20,000, and
when he collected the $45,000 he would have to give the Virginia Trust Company an additional $10,000 to pay it for your
two notes, and that would leave him $15,000 which would pay
off his $10,000 of notes and leave $5,000?
.A... That is my idea.
Q. You don't know what was to be done with the other
$5,0001

A. The agreement that I had with Jackson specified certain
amounts that I had to pay Jackson. S'vink could get them as
cheap as he could get them, but Jackson had a specific amount
that he was to have.
Q. You executed this assignment, dated July 31, 1923, five
days after Jackson wrote you this letter to which you attach
great importance, and filed as Exhibit Paschall #!., is that
right~ The assignment is dated July 31 and Jackson wrote
you the letter dated July 25'
A. ·Yes.
Q. You say that at that time nothing was said about the
rest of the securities, that just the Piedmont bonds and the
Bugg note came up between you and Swink?
A. I guess 've discussed the other.
page 311 ~ Q. That was the arrangem~nt between you,
however, only those two, 'vas 1t?
·
A. I wouldn't say that, but that is evidently what we were
trading on.
Q. I must have misunderstood you, because I understood
you to say that up to the time when you executed the assignment dated July 31, 1923, only the sale of those two parcels
of securities had been touched on.
A. No. He could buy anything Jackson chose to s.ell him.
But that seemed to be all he wanted to buy.
Q. Did Jackson tell you, when you went to see him in response to his letter of July 25, what the scheme was whereby
he said he believed he could get your debt to him paid?
A. Yes.
Q. Was this the scheme?
A. No.
Q. What was the scheme?
A. Just what was carried out.
Q. What 'vas done 1
A. What was done.
Q. In other words, the scheme that J~ekson referred to
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in the letter of the 25th of July 'vas the sale of all the securities, was it?
.
.A. Yes. He said he was not going to act on what I had
given Swink, that he could do better than that. I
page 312 ~ said, "Well, you have got them, you have got control''.
Q. Then, after you and Jackson discussed his scheme, yon
gave Swink the first of those .statements, did yon f
A. No, no. Jackson and myself were discussing this thing
right along· through August, I 'vas here the day of the sale.
. Q. When you went to see Jackson in response to his letter
of July 25, and he suggested to you that his plan ·was to put
all the stuff up and sell it, that he could produce a purchaser
for enough to pay your debts, did he mention Swink?
.A. He told me had it sold.
Q. What?
.A. These securities.
Q. What securities Y
A. The Sunbury bonds and the Piedmont Power and Light
Company bonds.
Q. How about the Bugg note?
A. The Bugg note f
Q. Ho:w about the Granite Hall note f
.A. Well, he didn't say anything about selling the Granite
Hall note.
· Q. When you went to see him in response to the letter of
July 25 and he ·said he had a ·purchaser for the other securities, he did not mention the Granite :Hall note f
A. He said, ''I am going to get all of your
page 313 ~ notes paid off''.
Q. What notes did he mean?
A. ~Iy hvo $15,000 notes.
Q. Did he mention selling the Granite Hall $40,000 note~
A. He did not.
Q. Did .he say ·what. he was going to do with it?
A. If he paid the amount of it, it 'vas paid, it was not necessary to sell it.
Q. In other words, when you went in to see him after·
July 25, he said that he could sell the other collateral for
enough to pay off your debts f
A. No. He told me exactly what he could sell.
Q. What?
A. Sunbury, Piedmont and the Bugg note.
Q. He said he could sell them for enough to pay off the two:
.f;15,000 notes, did ·he f
A. Yes.
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Q. Whom did he say that he \Vas going to sell them to?
A. He said that he was going to sell them to Gresham and
Swink. I told him that was perfectly satisfactory to me,
to go ahead and make the sale.
Q. Was that to be a private sale, according to your understanding?
A. Any way they wanted to do it; any way they
page 314} wanted to do it.
·
Q. Why, after you gave your consent to ·that
projected plan intimated in the letter of July 25 and stated
to you when you went to his office personally after that letter,
did you abandon that scheme and go· back to this other one 1
A. I did not abandon it.
Q. Why, on July 31, did you give Swink an assignment
that only covered two lots of the securities?
A. I know, but this letter of July 25, I didn't go in there
until after I gave Swink the assignment, because I wasn't
here. I came here on July 31.
Q. All right. So whatever may have taken place between
Jackson and Swink for the sale of everything except the
$40,000 note prior to July 31, 1923, you don't claim that any
arrangement beh\reen you and Swink to do exactly what was
done had been made up to that time?
A. I claim that Mr. S\vink was morally bound and legally
.bound to carry out the agreement that J\!Ir. Gresham and I
had.
Q. Do you claim that that happened prior to July 31, or
afterwards ~
A. Afterwards.
Q. In other words, after July 31, when you gave Swink the
paper, nothing had taken place between you and Swink with
reference to any sale of any collateral except the two lots
that you have mentioned, had it?
.
A. Yes. ~Swink had the right to buy any colpage 315 } lateral that Jackson had, but he said that was
all he wanted.
Q. Did you know, when Jackson wrote you the letter dated
July 25, \vhat Jackson's plan was for getting your debts
paid?
A. No, I did not.
Q. Had you had up to that time any talk with Swink and
Gresham?
A. I gave Swink an order for this paper long before that,
some time in J nne is my recollection.
Q. You sa.y that you told Mr. Gresham, when you told him
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that he could come in on the Virginia Trust Company collateralA. I don't know whether I suggested it or he suggested it,
but I told him I had that collateral.
Q. You told him that you would have to see Swink f
A. I told him that I ·would have to see Swink.
Q. Why did you tell him that you would have to see Swink!
A. Because I had started s,vink 's trading with Jackson,.
and I certainly did not intend to double-cross him.
Q. How had you started him trading 'vith Jackson?
A. Because I gave him an order and sent him there.
Q. I thought you said that Swink said the order 'vould not
do?
A. Yes.
Q. Did not that end the transaction Y
A. No.
Q. What did he do 'vhen Jackson told him that the order
would not do?
A. I told him I would give him anything he
page 316 ~ wanted.
Q. So 'vhen you saw- Gresham, s,vink had the
order on Jackson for the Bugg note and the Piedmont bonds,
did he~
A. Yes.
Q. And he had it on this new form that he had sent up to
the hotel for and gotten Y
A. Yes.
Q. Now when Mr. Gresham or yourself suggested that there
might be something for him in the Virginia Trust Company
collateral, you told him that you would have to see Swink
and see if he would let him come in. Did you explain to 1\{r.
Gresham anything about what the arrangement was?
A. Yes.
·
Q. What did you tell him about what the arrangement was!
A. I don't know-yes, I told him just what I just stated.
Q. What?
A. That I had an understanding with Swink that he could
buy them as cheap as he could get them, and when these
notes were paid off any equity that would be in there they
could have it.
Q. Any equity in where?
A. Over and above paying the two notes that I had; their
equity in the Sunbury bonds and whatever securities they
bought from Jackson, if there was more than enough to pav
it, they could have it.
..

f
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Q. Why did you include the Sunbury bonds in
your talk with Gresham,. when your scheme with
Swink did not contemplate his having anything to
do with them?
A. Because Gresham knew about them.
Q. Why couldn't you handle th~t with Gresham as a separate matter?
A. Because Jackson would not turn them loose.
Q. You said that you told Gresham that you would have to
see Swink to let him in. What did Swink have to do with it
if he "ras going to buy only Piedmont and Bugg 7
A. He had an assignment.
Q. Only for Piedmont and Bugg?
A. That's all he said he 'vanted. I did not limit him to
them ; he limited himself to them.
Q. So he had your equity in Piedmont and Bugg at the
time of your talks to lHr. Gresham, did he ~
A. Yes.
Q. Swink already had a lien on them second to the Virginia Trust Company lien, did he¥
A. Yes, the understanding 'vas that he could buy from
Jackson as cheap as he could buy it.
Q. What I am trying to get at is 'vhat Swink was to get
out of letting Gresham in on it?
A. Well, now, you can ask them. They made that proposition.
Q. When you left Gresham after telling him that you had
to see Mr. Swink, did you go to see Swink?
page 318 ~ A. I don't know whether I saw him or Gresham
saw him. lie said he 'vas perfectly satisfied.
Q. I have brought you down to this stage of your narrative :
Jackson wrote you on July 25 saying that he had a scheme
by which he could get your debts to him paid. Then you
came here to Richmond, or happened to be here, and saw·
Swink, and having previously assigned to him your equity
in the Bugg note and the Piedmont collateral you gave him
on July 31 an instrument which he thought would meet the
objectio~ which Mr. Jackson had raised to the sufficiency of
the earlier instrument. You had not at tha.t time been in to
see Jackson and learned from him what his scheme was?
A. No.
Q. You sa'v Gresham, who was pressing you and. who did
not think that certain collateral at the American National
Bank had any equity in it upon which he could realize, and
during that conversation either he or you suggested t11at
perhaps there might be some equity for him in the property

page 317

~
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at the Virginia Trust Company, to which you added or replied that if it was all right with Swink, and if he thought
there was anything for him at the Virginia Trust Uompany,
he could come in on that, being careful to tell him that whatever happened the $40,000 note had to be given up for
cancelation. Is that right?·
A. No ; that my notes had to be paid ; that this was a mortgage on my home and those securities had to pay
page 319 ~ it first.
.
.
Q. That those securities had to pay the mortgage on your home, and also the $30,000 to Jackson?
A. No. They had to pay $30,000 and accrued interest to
Jackson. The $40,000 note did not have to be paid. ·
Q. You mean, the two $15,000 notes had to be paid?
A. Yes.
Q. And that after that was done, they 'vould have to give
you back the $40,000 note Y
A. That would be automatically paid, 1\1r. Christian.
Q. Now what I want to know is what was the next thing
you heard and from whom did you hear it~
A. The next about this sale Y
Q. Yes.
A. I don't know. I reckon from· Jackson.
Q. Did you go in there then to see Jackson in response to
his letter of July 25?
A. Yes; I was in there to see Jackson right often.
Q. When do you think you saw him?
A. Before the sale. Jackson had me to consent to the public auction.
Q. Why did you have to consent?
.
A. I don't know. He wanted it done and I did it.
Q. Why did s,vink and Gresham have to consent to having
any conditions imposed on them at the time they bought this
property at public auction?
page 320 ~ A. Because they had had the negotiations before.
Q. WhatY
A. Because they realized those negotiations before. Here
is what Swink told me. He said, ''We are afraid of bankruptcy on your account and that is why we want them sold''.
I said, ''Go ahead and have them sold''.
Q. Why did they have to consent that they would never
make any claim on the $40,000 note?
A.. It was paid; it would be paid when they got their ·money..
Q. So ·it was your view that it would be paid when they
got their money f
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A. No. It 'vas the agreement, the fixed agreement, the express _understanding with both of them.
Q. Did you say to them that that would have to be the
understanding~

A. Absolutely. I told Gresham when he came in, ''This
mortgage is on my home, the last thing I have got''.
Q. liaving said that to him, why was it necessary for you
to say, "You have got to consent not to make any claims
under that note' '1
A. I don't see how he could make any.
Q. I want to know what your leverage on these men was
to make them do that?
A. I don't know. There wasn't any leverage. It was just
the agreement. Their attitude in this thing was
·
page 321 } ·friendly.
Q. Is it a fact that you thought it would follow?
A. No, sir, it was not.
Q. Did you bring this up and say, ''This must be the understanding between us, that you will never make any claim
under tha.t $40,000 note if you get your money out'' 1
A. No. That 'vas not necessary.
Q. What I am trying to get at is what you said to them and
they said to you.
A. I have told you two or three times that they agreed to
pay
the two $15,000 notes out of the sale of the securities.!
.
The Commissioner : Is that all they agreed to do, pay
off those two notes 1
Witness: And to surrender the note of the Granite Hall
Farm:;; if they got it.
By Mr.. Christian:
Q. Did they suggest that they would surrender the note
to you if they bought it 7
A. No.
Q. Who suggested it Y
A. I did.
Q. What did you say to them 1
•
• · A. I told them that was .a mortgage_ on my home
page 322 ~ and that must be done; and they agreed to it.
Q. When you said it must be done, did you say
why it must be done~
A. No. They said they would do it.
Q. What leverage did you use?
A. We were having a very fJ;iendly transaction, and it was
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a triangular proposition, and I 'vas persuading Jackson to
turn loose and agree to what Swink and Gresham promised.
Q. What 'vere yon persuading Jackson to turn loose?
A. I don't know about persuading. I agreed for him to do
it and to interpose no objection.
Q. Did you agree to it at the time you assigned the collateral, or at the time of the letter of July 25?
A. I don't kno'v whether I agreed to it, or not, but he asked
it and I said, ''Why, certainly''. If I was trading with s,vink
and Gresham, and I turned around and prevented Jackson,
where would I I1ave been f
Q. Is it not a fact that you just told Jackson tha.t yon could
not pay and to go ahead and sell you ontf
A. No. Why did I go after Swink to have them bid f
Q. Were you not interested in having somebody bid at that
sale?
A. No, sir, n_ot after I had this agreement. I had somebody
there, I had JHr. Swink and ~~r. Gresham.
Q. Were you not interested in having this property bring
a good price at that sa.lef
A. I absolutely did not care a dollar waht it cost under my
agreement.
Q. Were you insolvent before you made the agreement?
A. I never thought so, but they were afraid
page 323 ~ of it.
Q. Is not the true account this : that Jackson
wanted his money, that you told Jackson you owed these
people money and might be able to persuade them to buy this
collateral if he sold itf
· A. No, I didn't tell Jackson t11at. I told Swink to go there
and buy it and gave him a letter. I had the utmost confident in his carrying it out. I would have done anything.
Q. When did you tell Messrs. Swink and Gresham, ''That .is
.a mortgage on my home and it must be released'' 1
A. I told it to Gresham and I told it to Swink.
Q. Together, or separately?
A. Separately.
Q. Did each one make a contract witli you separately and
say, "All right"?
A. They agreed to it. I told Swink the same thing I told
Gresham, the same thing.
Q. In other words, in dealing with these two people you
had a separate understanding With each one, that if they
bought it together this $40,000 note must be canceled and returnedY
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A. I had that understanding. I think I had the understanding \Vith Swink and I told Gresham he could come in.
Q. Were you in Swink's office when Gresham came in 7
A. No. I started \vith Swink. I never met Gresham in
Swink's office; I met Swink in Gresham's office.
page 324 ~ Q. You had already, then, made arrangements
"ri.th S\vink covering this before you ever talked
to Gresham, had you¥
A. I have told you half a dozen times that I had.
Q. And it was made after July 31, when you gave Swink
an assignment for part of the stuff, was it 1
A. I don't know whether I gave it then, or not, but I gave
it during the negotiations. I told him· I had no object.ious
to his comii1g in, none in the world. He ra.ther criticized me
for not letting him in on good things. I said, "I have no objection to it at all".
Q. 'Vho was that ~ Gresham 1
A. Yes.
Q. Was anything said behveen you and Swink nbout
Gresham coming in in partners with Swink when Swink had
his claim?
A. Oh, yes. "They came in as partners, that was thoroughly
understood.
Q. S\\rink having a prior lien, did he give up part of that to
Gresham?
A. I don't know what kind of arrangements they made,
but it was thoroughly understood that he was coming in as a
partner.
Q. Did you say anything to Swink relative to \vhat he would
get out of giving up his prior claims to the Piedmont and
Bugg securities~
"'
A. No, I didn't have anything to do with that,
page 325 ~ that was the arrangement they made.
Q. Your claim is that you told each one of them
separately that if they bought this property at a sale, it had
to be bought with the condition that the $40,000 note was
to be canceled as soon as they got their money out of it, is it Y
A. That my notes were to be paid and this $40,000 mortgage
note on my home had to be returned.
Q. Suppose they had said, "No, we will not agree to thai:
condition''¥
A. I would have made other arrangements, or would have
objected to the sale, or done something.
Q. How \vould you have objected to the sale Y
A. There are various \vays to object to it.
Q. Enjoin it, do you mean Y
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A. Yes, I would have objected to it and I don't believe Jackson would have sold it.
Q. Did you have any grounds for enjoining the saleY Was
the debt an unjust one~
A. No. I don't know what 'vould have happened in that
case, but there wasn't any necessity of that. That is going
further. Nobody ever contemplated that, because it was perfectly friendly all around. They had to satisfy ~ackson, that.
is all they had to do.
·Q. How about this: if there was a. $30,000 lien against
the property in favor· of the Virginia Trust Company, and if
.
your debt to Swink was $10,000, and if you owed
page 326 ~ Gresham say $1()0,000 rruther 'thaiJ. $140,000,
wasn't it rather foolish for Gresham and Swink
to give u.p such a valuable thing as this $40,uOO note ancl
just consent that they would never go against you on itT
A. No. They thought they had an equity of about $50,000.
That was the valuation that Gresham put on it, or $75,000.
There was about $80,000 or $85,000 of that stuff. You see,
at that time there had been none of this haberdash selling
that they carried on.
Q. Do you mean that the prices. of the securities sank
very greatly after Gresham and Swink got them?
A. They sank. Gresham tried to sink them.
Q. You mean by marketing the securities?
A. Yes, by malting low sales.
Q. What happened to the Piedmont Power and Light Company after Mr. Swink and Mr. Gresham sold those bondsY
. A. I understand the bonds are worth par.
Q. What happened to the company? Did it go into a receivership?
A. I don't kno,v. It was never in the hands of a receiver.
I understand that these particular bonds are selling for right
around par today. Is that your (Mr. Bridgers'} understanding about it Y
Mr. Bridgers: I understand that the bonds have all been
.
called .at a premium.
page 327 r Witness: They have all been called at a
premium.
By Mr. Christian :
·Q. Was anything ever sajd by you to 1\ir. Jackson relative
to this agreement that you claim you had with Messrs. Swink
and Gresham in connection with the cancelation of the $40',800 note?
·
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A. Yes. I did not cash the check until he assured me that
'vas the understanding..
Q. Do you mean the check for $28.00 surplus proceeds~
A. Yes.
Q. Why did you hold that check back without passing it'?
A. On account of what happened in the sale of the Bryan
Land and Timber Company.
.
Q. What did that have to do with this transaction!
A. The way they handled it.
Q. They "ray who handled it 1
A. Gresham and Tom Winston and Bunn.
Q. Do you mean that Governor Stuart, Mr. Tom Winston,
Mrs. Braswell and Mr. Gresham did something in connection
'vi th that affair thatA. That shook my confidence.
Q. And you held out the $28.00 check because your confidence was shaken 7
A. Yes.
page 328 ~ Q. What assurance did hol.ding that check give
you?
.
A. I don't know. I got the assurance from Jackson that
the matter would be settled, that when my notes were paid
the Granite Hall note would be paid.
Q. Did you get the impression from Jackson that the
Granite Hall note had not been sold¥
A. No, I did not.
Q. Didn't you say Jackson ·Said it was paid¥
A. That when my notes 'vere paid, that was paid.
Q. Did Jackson tell you that that conclusion of law -was
correct?
A. He did not say it was the law. He told me the matter
was settled. His actions showed· that he· thought so. Don't
you think so? Did he consider anybody else at all when he
wrote the letter saying he would resign at my· request as trus-·
tee and turn over the deed of trust ~
Q. Jackson did not write that letter, did he? Did not Mr.
Long write that letter¥
A. Well, Long may have written it. I would say that
bound him, wouldn't you¥
The Commissioner: As I understand it, you owed the Virginia Trust Company two notes for $15,000 each, secured by
collateral 7
Witness: My own collateral.
page 329 ~ The Commissioner: Secured by collateral 7
Witness : Yes.
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The Commissioner: When those $15,000 notes were Paid,
all of your indebtedness to the Virginia Trust Company was
settled, wasn't it f
Witness: That those notes secured, yes, sir.
The Commissioner: And the Virginia Trust Company
therefore had no further interest in the collateral after your
notes for $15,000 each had be·en paid~
Witness: Yes, and they bid a sufficient amount to pay
them themselves.
By Mr. Christian:
Q. And then Swink and Gresham bid a slightly larger
amount and got them 1
A. One dollar, which was the agreement.
Mr. Bridgers: How much f
Witness: One .dollar, or a very small amount.
By Mr. Christian :
Q. You said something about tile Virginia Trust Company
requiring S'vink and Gresham to malre some agreement about
the first mortgage bonds ?
A. That is 'vha t J acl{son told me, and I asked
page 330 ~ him what it was, and he said he could not tell mn
without consulting Gresham, and the next time I
saw him he said that he had consulted Gresham and he told
me the whole story.
Q·. Which was what?
A. That he would not bave to bid over $40,000 for this
property.
Q. Did the Virginia Trust Company hold the first mortgage
secured on the same land that the $40,000 note 'vas a lien on ·y
A. Yes, sir, and they got their money.
Q. And your understanding is that he made an arrangement with Swink and Gresham whereby they would bid at tl1e
sale that Jackson held, and that Jackson declined to bring
the collateral to sale unless they would agree to see that if he
ever foreclosed the deed of trust, on account of non-payment
of the first mortgage bonds, they would go to the sale and hid
it up past $45,000; is that correct?
A. That is what he told me.
Q. And do you say that Swink and Gresham remained
under that liability to Mr. Jackson until lVIr. Dameron went
up there in January, 1927, and bought the bonds from the
Virginia Trust Company; is that right T
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A. I 'vould think so, from what happened until after Jannary lOth.
Q. \Vho owns the stook of the Securities Holdpage 331 r ing Corporation?
A. I don't know. I don't own a dollar, not a
dollar. I don't know 'vho the stockholders are.
Q. When you got ready to cut this timber aown here on
this place, did you talk to anybody about it?
A. Yes, sir.
Q. Whom did you talk to?
A. I talked to ~fr. Bridgers and ~fr. Dameron.
Q. Why did you talk to these two gentlemen?
A. Because they had the mortgage.
Q. Does Mr. Bridgers personally have an interest in this
suit?
A. I don't kno,v. Ivir. Bridgers is President of the Securities Holding CorporatioJ;l,.
Q. Did you talk to them before you made that contract with
·Harris?
A. Yes, sir.
Q. What did you tell them Y
A. I don't remember, but I told them I thought I could
make an arrangement to cut this timber so that they would
have something to pay taxes and interest with.
Q. Did you tell Mr. Bridgers of it too?
A. Yes.
Q. Ho·w much timber did you tell them you were going to
cut?
A. I told them a million feet.
Q. Did Mr. Bridgers consent to it?
page 332 r A. Yes.
Q. How did Mr. Dameron happen to buy those
first mortgage bonds from the Virginia Trust Company?
A. lVIr. Bridgers can tell you that better than I can.
Q. How did Mr. Bridgers know that the bonds were up
there?
A. I don't know.
Q. Did you tell Mr. Bridgers Y
A. I reckon I did. I don't know how he got the Information.
He is here, he can tell you.
Q. Did you tell :Nirs. Paschall that if she put up the money
she could help pay for them, or was Mr. Bridgers attending
to that?
A. 1\fr. Bridgers attended to that; I was not here.
Q. Where were you~
A. I don't know; I was not here.
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Q. Did he consult with your wife whether she would give
up·that money, or not?
· A. I don't know about" that.
Q. Do you know Dameron?
A. Very well indeed.
Q. Does Dameron know Mr. Bridgers?
A. Yes.
Q. Did you ever talk to Dameron and Mr. Bridgers together
about this matterY
A. I .don't remember.
Q. You had no connec.tion, then, 'vith the purpage 333 ~ chase of the bonds by Dameron?
A. I talked to him about it.
Q. When did you talk to him about it?
A. Certainly before September of last year.
Q. What did you talk to ·him about?
A. I don't know ; I don't remember the conversation.
Q. Did he come to se you or did you go to see him Y
A. I don't remember. I don't know how it started, whether
!Ir. Bridgers started it or I started it. ·
Q. Do you kno1V wha.t Dameron had to gain by buying these
bonds?
· A. He had money to invest, I suppose. 1\{r. Bridgers can
tell you more about that than I can, because he handled
the transaction.
Q. Did Mr. Bridgers handled it as attorney for Dameron,
or in what capacity?
A. I don't lrno'v in what capacity he handled it.
Q. But you deny that it was done in any way in your interest?
·
A. Well, I was living on the place; it 'vas getting rid of the
mortgage on the place.
.
Q. How was it getting rid of it Y Would not Darueron still
hold it?
.
A. Yes, but l\Ir. Jackson wanted his money.
.
Q. Did you pr01nise · Dameron anything for buying the
bonds?
A. I don't remember whether I did, or not; I don't rem em- •
ber.
page 334 ~ Q. How much did you promise to pay him?
A. I don't remember.
.
~- Do you remember that you promised to pay him anything?
A. l don't remember anything about it.
Q. You have not had any sickness in the past year, have ·
youf
·

•
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·A. No. I don't know the transaction. ~:Ir. Bridgers
handled the transaction with Dameron.
Q. Do yon swear that you don't know who the stockholders of the Securities Holding Corporation are?
•
A. Yes, sir, I absolutely do.
Q. Do yon swear that you don't lmow any of them Y
A. I would imagine that Mr. Bridgers is one of them.
Q. Do you swear that you don't know any of them~
A. No, I wouldn't swear that. I would swear that Mr.
Bridgers is one o.f them.
Q. Would yon swear that anybody else is one of them!
A. No, I would not.
Q. Are yon living with Mrs. Paschall nowY
A. Yes, sir.
Q. Does she own any of that stockY
A. Mrs. Paschall hasn't one dollar.
·Q. Did she have any when this suit started 7
A. Did she, Mr. Bridgers Y

Mr. Bridgers : No.
Witness: No, she didn't have a dollar.

page 335

~

By Mr. Christian :
.
Q. Ho'v do yon know that she did not have a

dollar?
A. A man is supposed to kno'v what his wife has got.
Q. Did she ever hold any of the stock of the Securities
Holding Corporation Y
A. Yes.
Q. When did she get rid of itf
A. Certainly early in January, the first of this year.
Q. Did she sell out all of her interest in it 7
A. Yes. I imagine the stock certificate will show.
Q. How would it help you in getting rid of the mortgage
to get it owned by the Securities Holding Corporation~
A. It got it in friendly hands. 1\{r. Jackson wanted his
money.
Q. Ho·w did Mr. Dameron and Mr. Bridgers get in touch
with the Virginia Trust Company? Did you ta'Ke the matter
up with them?
·
A. I don't know. I imagine I did. I don't recall, I don't
remember.
Q. Have you got any paper writing on any of the arrangements· that were made? ·
·
·
A. Absolutely none, I never had any.
Q. Is Mr. Bridgers your attorney?
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A.

Yes~

one.

·

Q. How long has he been your attorneyY
A. How long, l\ir. Bridgers~ Fifteen years Y

page 336

~

JHr. Bridgers : Fourteen:
Witness: Fourteen years.

By Mr. Christian:
Q. Do you know to ·what extent Mr. B.ridgers is owner <Jf
stock of the Securities Holding Corporation~
A. I do not, but I think it is largely.
Q. Does he manage the affairs of the corporation t
A. Yes.
Q. Did you have any talk with Mr. Bridgers or 1\tir. Dameron relative to this $40,000 note before this suit was brought~
A. No, sir, I don't remember any.
Q. Did you ever tell either of them anyth1ng about the
arrangements between you and 1\tlr. Swink and 1\tir. Gresham
regarding the $40,000 note before this suit started 7
A .. I don't remember telling them.
Q. Did you ever tell them anything about the sale of all of
this collateral which Swink and Gresham bought f
A. I don't reme~ber telling them.
Q. When you told them that the first mortg-age bonds were
held by the Virginia Trust Company, you just did not mention the $40,000 note at all, is that it?
A. No, sir. I considered it paid, and that it should be returned to me.
page 337
me.

~

Mr. Buford: Wlwn you said paid, do you mean
released Y
Witness : R·eleased, and should be returned to

By Mr. Christian:
Q. Is it true, then, that ~Ir. ~ridgers through his ownership in this Securities Holding Corporation, is interested in
these first mortgage bonds f
·
A. Well, I would imagine so. They own the note that these
bonds secured. I would take it that they would be interested
wouldn't you V
Q. What note is it that they own 1
A. He is here, he can answer that question.
, Q. Did they give the note to the bank, or how do they
hold it~
A. I don't know how it was handled.
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Q. Why do you say that they hold a note secured by the
bonds!
A. I think they hold the note the bonds secured. I don't
know how the transaction 'vas handled.
The Commissioner: If you don't kno,v, just say so.
Witness : I don't lmow. He is here, he can tell you. I
was not present, I was not in R.ichmond, I was not ·in Henderson and I was not in Paschall, I was out at l1ome.
By ::M:r~ Christian :
Q. In your answer in this case you swear that you did not
know whether the bonds Nos. 1 to b were marked
page 338 ~ paid when they were delivered to you, or not, and
that vou cannot find these bonds. I will ask vou
whether you have any further testimony to give on that
point.
·
A. No. I did not make the payment. The payment seems
to have been made by some one else, and my recollection is
that Mr. Jackson-that they surrendered those bonds and at
a later date the question came up from some cause or another,
and I signed a receipt; but the bonds never came 1nto my posseSSIOn.
Q. You don't kno'v anything about that f
A. No, I don't know.
Q. I understood you to say that you were in town the day
that these securities were sold on the Stock Exchange and
bought by ~1:essrs. Swink and Gresham; is that right?
A. Yes.
Q. Did you go to the sale?
A. No.
Q. Did you make any effort to be present at the sale, or
anything· of the sort Y
A. No.
Q. And you did not try to interest anybody in the bidding']
A. No. I did not have to, it was not necessary. It was
all arranged. Do you want to know why I came here?
Q. No, I don't want to know, but you can tell it if you.
want to.
A. Bugg had grown up under my supervision
page 339 ~ in a. way and I had endorsed for him and helped
him along in every way possible. "'\Ve had considerable interests together, and he asked me to come down
here so that he could trade for his note. That's why I was
here.
•

I
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RE-DIRECT. EXAMINATION.
By Mr. Bridgers:
Q. Were you consulted with respect to the surrender of the
note of E. I. Bugg 7
A. Yes.
Q. For less than its par value and accrued interest?
A. Yes.
Q. Did you consent to the sale of it?
A. Yes.
Q. At 'vhat price?
A. I first agreed to the sale at $5,000.
Q. Was this after the sale at the Brokers' Board 1
A. Before and after both.
Q. Why did you not take the agreement that was made with
~iessrs. Gresham and Swink regarding the purchase .of these
securities and their future accounting for them in writing'
A. On account of their fear that I might be thrown into
bankruptcy, we all decided that it was best not
page 340 ~ to.
Q. ~ir. Gresham has testified in the record that
you are indebted to hiin, or that he has had losses by you.
Did these losses accrue out of your personal liability, or out
-of your efforts in joint enterprises?
A. My efforts in joint enterpri&es.
Q. With him?
A. Yes.
Q. I understood you to say this morning that you reduced
his endorsements from the operations of the I-Iamilton Ridge
Lumber Corporation from $500,000 to a relatively small
amount?
A. I think he was practically off the Hamilton Ridge paper,
other than the stock notes, by my putting up my collateral
'vhich has been sold by the American National Bank or is
still ~eld by them. I have never been able to get any accounting from them.
Q. What did you estimate was the value of the securitie8
purchased by Messrs. Gresham and Swink on August 21,
1923, other than the Granite Hall Farms Corporation note r
A. $75,000.
Q. You thought they were acquiring your equity which,
without regard to the Granite Hall Farms Corporation note,
was in excess of $35,000?
A. Around $40,000.
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Buford:
Q. Mr. Paschall, you were asked a great many

page 341

r questions

on cross examination as to what your
attitude was with reference to the price that might
·be obtained for the securities which were sold ou the 21st
of August, 1923, and you stated that it made no difference
to you at what price Messrs. Swink and Gresham might purchase them?
A. Yes.
Q. Explain your reason for that.
A. Well, they were to hold these securities until these properties were disposed of at a fair price, and pay off these
two notes and have the balance of the equity.
Q. Did you mean that you did not r~gard those securities
as having any value~
A. No, sir.
Q. Did you mean that you did not want them to bring all
they cpuld or would for the purpose of reducing your indebtedness?
·
A. Well, they were to acquire possession of them and hol_d
them until the time that the properties were disposed of. ·
Q. In other words, do I understand you to mean that they
were to hold them for their benefit .and yours T
A. Yes, sir, for me, as any equity above the two notes was
to be applied to my indebtedness.
Q. For your in~erests, to pay off the two notes of $15,000
each which were held by the Virginia Trust Comp~y7
A. Yes.
page 342 ~ Q. And for their interest, to apply the balance
that might be obt~ined from the Sunbury bonds,
the Piedmont Light and Power Company and the Bugg note,
in excess of the amount paid· for your notes, ·as a credit on
your indebtedness to them Y
. .A. That is correct.
Q. Did you have in contemplation that there would be a
surplus over that Y
· ·
A. We didn't know.
Q. If there had been a surplus over that, whose would it
have been Y
A. It would have been mine. Of course there were various
other matters that 1\{r. Gresham \vas interested in, for instance, the Hamilton Ridge Lumber Corporation.
. Q. In other words, whatever amount might l!ave been received by a resale, or in the course of handling the securities,
by these gentlemen, would accrue to your interest by reducing your indebtedness Y
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A. Yes, sir ; and if there was any money over that, it was
to come to me. They sacrificed several pieces of property.
Q. After they purchased these securities'
A. Yes. They undertook to sacrifice various pieces of property, but I fought the sales and raised the price, time a1id·
time again. I don't mean s,vink; s,vink was no party to thr.1t,
but Gresham 'vas.
Q. Your reason, then, for lJeing indifferent as
page 343 ~ to the price at which the securities might be sold
when they were sold at auction on the 21st day of
August, 1923, was that you regard JHr. Swink and 1\fr.
Gresham as acting for you under the contract you have mentioned?
A. Absolutely, by agreement.
Q. Do I understand that as a result of your intcrvie,vs
with Mr. Jackson, President of the Virginia Trust Company,
and 1viessrs. S·wink and Gresham, you understood that for .the
reason that they apprehended bankruptcy on your part they
preferred to go through the formality of a public sale of
these securities~
A. Yes.
Q. And that the securities, including the note for $40,000,
the accommodation note of the Granite Hall Farms Corporation, should be formally sold at public auction, and that they,
acting under the arrangement you had with them, would buy
in all of those papers ; but, when they were reimbursed out
of the proceeds of the Sunbury bonds, the Piedmont Power
and Light Company bonds and the Bugg note for your personal indebtedness a.t the Virginia Trust Company, the note.~
of the Granite Hall Farms Corporation for $40,000 should
be regarded as released 7
A. Yes, regarded as released.
Q. And pursuant to that agreement, and after the first
mortgage bond had been paid off to the Virginia
page 344 ~ Trust Company by :Nir. Dameron, ~Ir. Jackson,
President of the Company, who was cognizant
of your agreement with those gentlemen, turned over the
deed of trust and the Granite Hall Farms Corporation bonds
to Dameron?
A. Yes, and wrote a letter that at my request he would
resign as trustee.
·
Mr. Christian: Objection is made to 1\fr. Buford's testifying to that and to the witness agreeing with his testimony,
since the record is plain, as I recall, that Mr. Long, not Mr.
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Jackson, handled that transaction with l\fr. Bridgers and :Nh·.
·Dameron.
By l\fr. Buford:
Q. What position does ~Ir. Long hold in the Virginia Trust
Company, do you know l
A. I think he is their Legal Agent, paid a salary, by the
year, so I have been told by Mr. Jackson.
Q. So that whatever 1\Ir. Long did 'vas done by him in that
capacity, was it?
A. I would imagine so. I was not here. J.\IIr. Bridgers and
~fr. Dameron handled the transaction.
Q. I now hand you a copy of a letter dated August 1, 1923,
which purports to have been written to you and dictated by
·
H. W. Jackson who, I assume, is H. ,V. Jackson,
page 345 ~ -President of the Virginia Trust Company?
A. Yes.
The Commissioner: It has been testified tha.t the securities held by the Virginia Trust Company were held in ordet·
to secure two notes of $15,000 each, and that Mr. Swink held
an assignment of your equity in part of these same securities to secure a note of $10,000 due to him. Was there any
debt due to Mr. Gresham which was in any 'vay secured by
any assignment of that equity?
Witness: Not on these particular securities.
By J.\IIr. Buford:
Q. But the securities mentioned in the assignment to Mr.
Swink were only the Piedmont Light and Power bonds and
the Bugg note?
·
A. That is all.
Q. And when :1\tfr. Gresham came in, he got the benefit of
any equity in the Sunbury bonds 7
A. They formed a partnership.
Q. And under the arrangement with Mr. Swink, did he
share in the equity?
A. In all.
page 346

~

RE-CROSS EXAMINATION.

By J\tir. Christian :
·Q. l\fr. Paschall, you testified that after l\fessrs. Swink and
Gresham bought this $40,000 note at the auction sale in August, 1923, they never made any demand o_n you for its pay-

270

Supreme Court of Appeals of Virginia.

ment, and I understood you to say that they never made .
the claim that they had any rights under that note after that
time. Is that true~
A. No. Mr: Gresham testified in the Hamilton Ridge snit
here. What he testified about was that Mr. Parker told me
that Mr. Gresham made this claim, and 1\tir. Gresham denied
that he made the claim, and after that I thought that what
he said was final. I think what he said was suffi'cient to make
·it final.
· Q. Did I understand you to testify here today that 1\Ir.
Swink and Mr. Gresham never claimed any rights under this
note from the time they bought it until thi.s suit was brought 1
A. I never heard of any except the statement of Parker.
Parker said that Gresham said that he· was going to take the
farm from me, and Gres.ham denied it.
·
Q. When was that?
A. I don't know; six or eight months after it happened.
Q. Parker stated in your presence that Gresham. said that?
A. Yes.
Q. And did you go to Gresham tl1en Y
page 347 }- A. We had a trial up here for thtee days over
the Hamilton Ridge rna tter.
.
Q. Did Mr. Gresham tell you that he was not going to take
the farm away from you Y
A. No, he didn't tell me that way. He told me once or
t-wice that he would not try to take the farm.
Q. Did he try to take the farm away from you .while you
'vere behaving honestly about it Y
A. You don't mean I was acting dishonestly f I acted more
than honestly.
Q. Did he ever try to take the farm away from you :while
you acted honestly Y
A. I always acted honestly.
Q. Did he try to take it from you Y
A. He did in this proceeding.
Q. Did you tell him that you were going to cut the timber~

A .. I didn't think it was necessary. Jackson went so far
as to tell me to cut the timber time and time again.
Q. When did Jackson tell you that?
A. When I could not pay ·him.
Q. The mortgage gave you the right to cut the timber,.
didn't it?
A. If I paid a certain amount.
Q. Is that what Jackson told you to do?
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A. I don't know what he told me. He told me
page 348 } to have the timber cut.
·
Q. Did the mortgage give yon that right7
A. It was applied to the :first mortgage.
Q. Did you pay these gentlemen anything when you cut
the timber?
·
·
A. I did not owe them anything.
Q. Let's get back to \vhere we started. Did I correctly
understand that neither of these gentlemen a-sserted any
rights against you as holder of that note for $40,000 until
they brought suit Y
·
A. Not in any direct form that I know of until he told
this man Parker.
Q. I have here what purports to be a carbon copy of a
letter from Mr. Swink to yourself, dated April14, 1924, which
I 'vill read. Did J\IIr. Swink call you ''Colonel'' Y
A. Yes.
Note : Counsel here reads letter to witness as follows, the
same being hereafter filed as Exhibit Swink # 1:
''April 14, 1924.
Mr. J. R. Paschall,
~ferry Mount, N. C.
Dear Colonel:
"The Virginia Trust Company is copstantly
after Mr. Gresham and I as to what \Ve are going
to do about the mortgage they hold on Granite
Hall which they allege is $18,500.00 now overdue. We are
also .advised that there are some overdue taxes and another
interest payment becomes due May 1, 1924.,
"\Ve, of course. do not 'vant to do anything that will in
any way prejudice your rights, but as we purchased the
second mortgage note, we are, of course, interested. We
are, therefore, bringing the matter to your attention and
request that you arrange ,vith the Virginia Trust Co_mpany
to take care of overdue interest, taxes and three principal
notes of $5,000.00 each. Mr. Jackson insists that something
will have to be done before May 1st or else they will proceed _to foreclose under the mortgage which they hold. Should
Mr. Jackson decide to foreclose during the month- of May,
if you have any :financial friends who would care to talce
up these deferred payments and reinstate the loan so that
page 349

~
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the $40,000 additional to the above might be carried to the
end of time, we will be glad to ·confer with you or him in
regard thereto. Or, should anyone decide to purchase the two
mortgages which would be more desirable to us, \Ve would
be glad to communicate or confer with any such party, yourself in preference.
Please let us hear from you promptly so we
page 350 ~ can give ~lr. Jackson something definite,_ for, as
stated, he is after us constantly.
Cordially yours,
By Mr. Christian::
Q. That letter is addressed to yon,. according to this carbon, at Merry Mount, N. C. Was that ever your postoffice?
A. Yes, sir..
Q. Do you recall ever g.etting that letter ~
A. No, sir, I never did get it that I remember.
Q. And you never made any reply to itt
A. No, sir. I don't remember ever getting it. Have you
ever gotten a reply to itt
Q. No, not as far as the files sho\v..
A. I haven't any copy of any reply of mine, and I haven't
an original letter either.
Q. Here is another carbon copy of a letter from Mr. Swink
to you which is dated June 23, 1924 ~
June 23, 1924..
Mr. J. R. Paschall,
Merry ~fount, N. C.
Dear Colonel:.

'I wrote yon on .April 14th in regard to past due interest,
taxes and three principal notes for $5,000.00 first
mortgage on Granite Hall. As I ·wrote you before Mr. Gresham and I purchased the second
mortgage on Granite Hall.
.
The Virginia Trust Company state they are going to foreclose unless the taxes, interest and insurance are paid. I
understand you saw Mr. Jackson last week, but if yon have
not arranged to take care of the foregoing, please let me
know what your intentions are. Please let me· hear from you
promptly.
With kindest regards, I am,
page 351

~

Cordially yours,
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Did you get that letter?
A. I don't have any recollection of receiving it and I have
searched for the ~riginalletter.
Q. Did you know until a moment ago when I read the two
letters that anybody ever claimed under that note'
A. I heard it when we had the' trial in Juage Crump's
Court.
Q. You heard it there when I said they made demand on
you?
A. Yes. You showed me one of those letters.
Q. After you became financially embarrassed, wasn't it
your uniform habit to fail to open your mail?
A. No, I c.an 't say that.
Q. Didn't you frequently leave letters unopened when you
kne'v they were from your creditors 7
page 352 ~ .A. No. They were not opened very promptly
because I was frequently away from home and 1
ha.d no stenographer.
Q. Is it not a fact that a great many letters written l;>y your
creditors have not been opened to this day~
A. No, not that I know of.
Q. Did you answer those letters of your creditors after
you opened them?
A. Some of them I answered, not uniformly.
Q. Did you answer any of them?
.A. Some of them I expected to see ; some I did not.
Q. Can you say how many letter of that kind you got from
Mr. Swink?
A. I don't remember any.
Q. Don't you think it was very inconsistent in your view
of this transaction that :Mr. Swink should write you offering
to sell you this note if he didn't own it?
A. I think the cause of those letters was that this situation
had not turned out as well as was expected. I never received
them to my recollection .
. Q. In other words, when it came to April, 1924, anout eighfi
months after the purchase of them, they did dec1de to repudiate their agreementT
A. I reckon they decided some time ago. They found out
that the securities had depreciated; I reckon that was the
cause of it.
Q. In any event, if you got these letters, you
page 353 ~ are sure that you never wrote any answer to
either of them challenging his interest in this mat·
terY
A. Yes, sir.
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. RE-DIRECT EXAMINATION.
By Mr. Buford:
.
Q. Mr. Paschall, had Mr. s,vink and Mr. Gresham realized
on the Sunbury Lumber Company bonds, the Piedmont Power
and Light Company bonds and the Bugg note-all that they
finally realized-at tl1e time these letters were written?
A. I think they had.
Q. Had the Sunbury ·Lumber Company land been resold.
by them at the d~te of those letters 1
·A. It was sold prior to the auction sale, the sale 'vas made.
Q. That is the Sunbury Company. Does that apply to the
Piedmont Power and Light Company too Y
·
A. Yes, that is my recollection. I had another offer to take
up these securities before Messrs. Swink and Gresham took
tl1em up.
Q. On terms similar to the terms that they took them up
on?
A. Well, I had the money offered.
And further this deponent saith not.
page 354

~

Signature of witness waived by consent of
parties by counsel.

page 355 ~

. THOMAS C. GOR-DON,
Being recalled by coun_sel for defendant Paschall,
testified as follows:

DIRECT EXA1\:IINATION.
By Mr. Bridgers :
.
. .
Q. 1\!fr. Gordon, have you a carbon copy of the letter dated
.July 25, 1923, addressed to 1\fr. J. R. Paschall, from Mr.
H. W. Jackson, President ·Of the Virginia Trust Company?
A.. Yes, sir, I have.
.
·
Q. Is the paper I now hand you a correct carbon copy of
it?
A. (Comparing typewritten copy of this carbon copy heretofore filed as Exhibit Paschall #1, with the carbon copy.)
Yes, sir, it is a correct copy of it, except that the words "of
your debts paid here'' are underscored in the paper you
hand me marked Exhibit Paschall #1, and they arc not underscored in my carbon copy.
Q. Have you a carbon copy of a letter dated August 1, 1923~
from Mr. H. W. Jackson, President of the Virginia Trust
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Company, .addressed to Mr..J. R. Paschall, Merry Mount,
N. C.!
A. I have.
page 356} Q. Please compare the paper now handed you
with .the carbon copy, and state if it is a ·correct copy of your carbon copy~
A. (Comparing said paper) It is, yes, sir.
Note: Said· copy of said carbon copy of letter of August
1, 1923, is here filed as Exhibit Paschall #2. and reads as fol-

lows:
COPY
August 1st, 1923.
Mr. J. R. Paschall,
Merry Mount, N. C.
Dear Mr.

Paschall~

At the time we made you the deed of trust secured loan,
and the collateral trust loan, some years ago, we agreed,
11nder the con~itions then existing, that you might take down
certain of the pledged collateral, at figure~ named at the
time.
Since this offer was mad~, the conditions respecting these
two loans have entirely changed, and you are now in default,
both as to principal and interest, on each of these loans.
We have, therefore, since such default occurred, and the
offer not having been accepted prior thereto, re·
page 357 } garded the same as withdrawn.
Nevertheless, if you will, within the next three
days liquidate both of these loans, we will renew the offer.
r·_·.:-·-.- .~

";,-~~~-.

--.-.

Very sincerely yours,
President.

HWJ-A

By Mr. Bridgers:
Q. Have you a carbon copy of a letter dated .August 8,
1923, froni the Virginia Trust Company to Mr. E. I. Bngg,
at Durham, N. C.?
A. Yes, sir, I have it in my hand now.
Q. Is the paper now handed you a correct copy of the
same?
·
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A. (Comparing two copies of said letter) Yes, sir, it is.
Q. Will you file it as Exhibit Gordon #8?
A. Yes, sir, I do·.
Note: Said Exhibit Gordon #8 reads· as follows:.

COPY.
August 8, 1923..
Mr. E. I. Bugg,
· Hotel ~Ialbourne,.
Durham, N. C.
page 358

~

Dear Mr. Bugg,.

Your favor of the 6th instant is at hand, enclosing us ~fr.
Swink's letter, together with a carbon of your reply.
You evidently have a misconception of this matter; we
have not turned over your note to ~Ir. Swink at all. ~Ir.
Paschall simply gave him an assignment for his equity in the
note after our debt was paid. We are still holding your note
as collateral to Mr. Paschall's obligation, and ~Ir. Swink
will have no interest in the matter until after Mr. Paschall's
indebtedness to us has been settled.
Yours

v~ry

truly,

Vice- President.

vtb
And further this deponent saith not ..

Signature of witness waived by consent of parties by counsel. ·
page 359

~

WILLIAM L. GIGNILLIAT,
Having been first duly sworn, deposes and says

as follows:
DIRECT EXA1\1INATION.

By Mr. Bridgers:
Q. ~1:r. Gignilliat, state your name, residence and occupation.
A. My name is W. L. Gignilliat, my occupation is Lawyer
and my office is in Savannah, Georgia; I reside at Pineora
in Effingham County.
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-· Q. 1\'Ir. Gresham has testified at page 75 of the depositions
that you declined to· go into the Federal Court in Savannah;
Georgia, with reference to a restraining order concerning
the sale of the Sunbury Lumber Company, as attorney for
]lfr. Paschall. State if you represented Mr. Paschall in that
matter?
·
·
· A. Mr. Thomas S. Walsh, of :1\'Icintosh, Walsn and Bernstein, represented 1\fr. Paschall.
·
Q. And you did not represent him?
A. No, sir.
.
Q. Mr. Gresham said tliat you declined to go into the Cot1rt
because :1\'Ir. Paschall did not carry out his agreement concerning this rna tt.er.
·
· A. Mr. Gresham has stated the facts correctly,
page 360 ~ but he has given the :wrong reason.
Q. Did :Nir. Paschall have anything to do with
your going or not going into Court in connection with that
matter? A. He did not.
Q. vVhom did you represent in·that matter?
A. I did not represent any one so far as the suit was con,.
cerned. In the early stages of the matter I represented 1Yir.
E. 1\L Thorpe of 1Yiacon County, Georgia, and 1\fr. Paschall
had given lVfr. Thorpe a note attached to which as collateral
was $5,000.00 par value of the· bonds of the Sunbury IJumber Company, and Mi·. Thorpe had pledged the note and collateral along with other security to the Oglethorpe Savings
and Trust Company of Savannah, to w4ich he was indebted
in a large amount. I got E. W. Thorpe, the-brother of E. 1\L
Thorpe, to advance between $30,000 and $40,000 and take up
all of E. M. Thorpe's obligations to the Oglethorpe Savings
and Trust Company, and in that way the five bonds of the
Sunbury Lumber Company came into my hands as attorney
for E. W. Thorpe.
·
Q. What information have you regarding the sale of the
lands owned by the Sunbury Lumber Company, and from
whom? ·
·
·
· A. Well, my information came from the attorney for 1\-fr.
Gresham, Mr. A. Pratt Adams; from the attorney for 1\iir. Gay
Greene, who \vas the purchaser, from Mr. Greene himself,
and ·1 also had some talk with 1\Ir. Thomas
.
page 361 ~ Gresham· in regard to it.
· ·Q. Did 1\iir. Gresham tell you at what price he
ha~ sold_ this _land to Mr. Gay Greene~
1\Ir. Christian: On cross examination counsel for the de-
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fendants in this suit other than Messrs. Swink and Greshartt
examined ~fr. Gresham relative to the sale of the property
of the Sunbury Lumber Company at a. Court sale in Georgia
·and the resale of the property and the suit in the Federal
Court in Georgia to prevent the sale; and it was at that time
objected that the transactions which were the subject of that
examination were not material to the issues involved in this
suit and that none of such evidence was therefore admissib1e.
This objection is now renewed with respect· to the questions
addressed to this witness and his ans,vers thereto. In addition, so far as the questions relate to matters ·which are
susceptible of proof by reference to Court records and wriften or documentary evidence, the answers are objected to
on the grounds that they do not constitute the best evidence
. of the facts which are the subject matter of the testimony.
Mr. Christian: That is a sale before the foreclosure~
Witness: Yes, sir.
· page 362 ~ 1\ir. Christian: This question is objected to on
the ground. that no sale of this 1and by Mr.
Gresham to Mr. Gay Greene has been proved, and the evidence in the record is to the effect that Mr. G-resham did not
own the land a.t any time and never had an interest it even
after it was sold under foreclosure, except as one of the unmber of persons who bought it at the foreclosure sale.

A. Yes, sir;· $3.00 per acre.
By Mr. Bridgers:
Q. Were you familiar with the value of this land and otl1er
lands of· similar character in Liberty County, adjoining thi~
Sunbury property?
A. I was.
Q. Do you consider $3.00 an acre a fair price for the land 1
A. I did not.
Q. What do you consider a fair price at that time, April,
1924?
A. I would have considered $10.00 per acre a verv good
Bale. I would have considered $5.00 per acre a poor sale.
Q. Are you familiar with the method in which this sale was
handled and by whom it was handled?
A. I cannot say t;hat I was familiar with the
page 363 ~ transaction. I know who 'vas the go-between between Mr. Gresham and 1\ir. Greene.
Q. Was it handled by a recognized re~l estate deale·r?
A. It was not.
Q. By whom was it handled?
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·A. By a barber named Williamson.
Q. Have you any information regarding 1\Ir. Gresham's
present attitude towards 1\fr. Pasc.hall after April, 1924?
A. I prefer not to go into that. My relations are pretty
close and intimate with both gentlemen, and I had rather have
nothing to say on the subject.
Q. What effect did this sale of the Sunbury lands ·have
upon the other lands in Georgia Y
.
A. It was the lowest sale ever made to my knowledge except
at public outcry or through forced. sales, and it had a very
depressing effect on values of similar property.
Q. Did you ever tell 1\lr. Paschall anything with respect
to Mr. Gresham's friendship for him?
Mr. Christian: That question is objected to as being wholly
immaterial to the issues here involved. The question of
whether, or not, the witness. ever told Mr. Paschall anything
about 1\tir. Gresham's attitude to,vards him is even more remote than is the question of what Mr. Gresham's attitude
really was. This is not a code-pleading State.
page 364

~

A. I recall on one occasion stating to Mr. Paschall that I was satisfied that 1\{r. Gresham's
previous high opinion in regard to him had changed, and I
really did not think that he could any longer count him among
his friends.
CROSS EXAl\fiN.A.TION.

By Mr. Chri~tian:
Q. Did this man Thorpe who became the owner of some of ·
. these Sunbury bonds employ you to represent his interest as
the owner of those bonds, or not ~
A. He employed me to look after his interest as holder
-of the bonds and collect the -same.
Q. And your opinion was that the interest of your client
'vould best be subserved by withholding this property from
foreclosure sale. Did you resist the sale Y
A. By· delaying the sale. I did not resist the sale.
Q. In other 'vords, your client thought that this sale should
not be had at that time y
. .
A. That is correct.
Q. And your attitude in this matter is. that of representing
··some one who was opposing the sa1e that actually took place,
is that truef
.
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A. I did not actually oppose the sale. I wanted
sale d~ferred.
Q. Did you go into the Federal Court about

r the

the matterY
A. I did not.
Q. Who brought that suitf
· A. Mr. Walsh, of Mcintosh, Walsh and Bernstein, representing Mr. Paschall. .
. ·
·
:
Q. Was your client in co-operation \vith Dt!r. Paschall, or in
opposition to him?
·
·.
·
A. I can't say that he "\vas in cooperation ·with or opposition to him. l\1:r. Thorpe's relations with ~Ir. Paschall were
always close. l\.fr. Thorpe took no part in resisting the sale..
Q. And you did no.t take any part in opposition to it 1
A. None whatever..
Q. Has anybody··ever bea.t you out of ·$140,0001
A. I regret to say that I have never had that much.
Q. If anybody did that, would your ·feelings towards him
be the same afterwards as before he did itf
·
A. It would depend entirely on the person ana the circumstances.
.
Q. Did you know at the time you gave ~Ir. Paschall thi~
advice about Mr. Gresham, that.Mr. Gresham had lost a great
deal of money by Mr. Paschall ~ - · ·
·
·
·
A. Well, I had heard a great deal about 1\!Ir. Gresham ancl
other people losing money by Mr. Paschall. So- far as my own
knowledge goes~ and I kept up fairly \veil with it from start
- .
to finish,.balancing one period ·of dealings against
page 366 ~ another, I really ·don't know whether anybody
·
evei· lost any money by him or made money by
him. I think froni. the evidence I have that the balance is
still in Mr. Paschall's 'favor.
·
·
· Q. Do you mean that Mr. Gresham o\ves 1\tlr. Paschall
money?
·
·
·
A. No, but Mr.- Paschall was the moving spirit in many
trades, and the profits due to him were more than anything
he lost.
·
·
· ·
·
Q. You think that Mr. Gresham in old days benefitted so
much by :hfr. Paschall's experience and advice tJ'lat he made
more than he has since lost?
.
. .
· A. Yes, than he has since lost. That is iny judgm·ent from
iny knowledge of the circumstances, but I don't know whether
it is correct, or not.
_ ·
·
·
Q. Did you know anything at the time of the sale which
_. ·
would affect. the validity of the sale at all?
A. I do not consider it a fake sale; I consider it a genuine
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transaction. From all reports. I guess it was had for the pur·
pose of carrying out the agreement of sale, Thir. Gresham acting for all parties interested, one of whom I understood he
was, in order to carry that out and put it across .
. Q. If Mr. Gresham could have go~ten $10.00 an acre for
this land, what purpose do you think he would serve by arranging with this party Greene that if he acquired the laud
at the foreclosure sale, he would sell it to him for $3.00 f
A. I don't think he could have gotten $10.00.
page 367 ~ Q. You just think that Mr. Gresham made n
poor trade, do you?
A. That is what I think, that he made a poor trade. I do
not question his uprightness.
Q. In other words, you think that if he could have gotten
a better price, he would have gotten it?
A. Yes, I think so. I am satisfied that if it had been handled
right, this very man who paid $3.00 'vould have paid $5.00
for it.
Q. In other words, you just think that the trade with
Greene was handled poorly Y
A. That is my idea.
Q. But you do not think that there 'vas anything in that
trade to show that 1fr. Gresham was hostile to Mr. PaschalU
What I mean is, 1\fr. Gresham was hurting himself more than
~Ir. Paschall?
A. I consider he was hurting him more than he was hurting himself.
Q. He 'vas losing $2.00 an acre, wasn't he 1
A. He was losing $2.00 an acre.
Q.. Thir. Gresham did arrange with the interests he represented to postpone the sale from July to September at your
request, -didn't he?
A. He "did. I felt under obligations to him and 1\Ir. ~Ic 4
Intosh both.
page 368

~

RE-DIRECT EXiliiN_A.TION.

By Mr. Bridgers:
Q. Do you know what Mr. Greene did with the land Y
A. ~Ir. Greene is still the owner of it.
And further this deponent saith not.
Signature of witness waived by consent of parties by conn
sel.
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A. 0. SWINK,
Being recalled on behalf of 1\fessrs. Swink and
Gresham, testified as follows :

page 369

· DIREC.T EXAMINATION.
By Mr. Christian:
Q. :hir. Swink, you heard my examination of }.{r. Paschall
in regard to the two carbon copies of the letters mailed from
you to him, one dated April 14, 1924, and. the ·other J nne 23,
1924. When and where did I get these carbon copies, do
you knowT
A. I gave them to you today.
Q. Where did you get them Y
A. Out of my files. They are copies of letters I wrote }.{r.
Paschall on the dates I give on the carbon copies.
Q. Did you get them out of your files with reference to
these matters?
A. The Paschall file, yes.
Q. As far as you know and believe, have th~y been there
ever since the dates on which they 'vere written?
.A. They have.
Q. .As .far as you kno'v and believe, were the originals of
· these letters signed and mailed with postage prepage 370 ~ paid to ¥r. Paschall at the address shown?
.A. Yes; they were signed and mailed as the addresses indicate.
·
Q. Did you ever get any reply to them Y
.A. No, sir, not from either of them.
Note: Said letters are here filed as Exhibit Swink
and Exhibit Swink #2.

#l

Bv Mr. Christian :
~Q. Did you hear anything from Mr. Paschall which indicated that he had received either of those letters~ ·
.A. No..
Q. Did you ever hear anything from Mr. Jackson to indicate that he had gotten these letters Y
A. No. Mr. Jackson said that he had not heard from him
either.
·
.And· further this deponent saith not.
Signature of witness waived by consent of parties by counsel.
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The further taking of these depositions is adjourned until
tomorrow, July 20th, 1927, at the same place.
(Signed)

JNO. B. MINOR,
Commissioner.

page 371 } OFFICE OF COMMISSIONER JOHN B.
MINOR,
·
Law Building, Richmond, Va.,
July 20, 1927.
The further taking of these depositions is resumed this
day pursuant to adjournment.
Present: Messrs. Christian and B.ridgers, counsel as before stated.
Mr. Bridgers, counsel for Mr. Paschall, states that he has
no more testimony to offer at the present time ; whereupon
the further talcing of these depositions is adjourned to Friday, the 29th day of July, 1927, at 10 o'clock a. m., at the
same place.
{Signed)
page 372

~

JNO. B. 1\IIINOR,
Commissioner.

OFFlCE OF JOHN B. MINOR, ESQ., COMMISSIONER

Law Building, Richmond, Va.,
July 29th, 1927.
The further taking of these depositions is this day resumed
pursuant to adjournment.
Present: Messrs. Christian, Bridgers and Buford, counsel
as before stated; Mr. Thomas Gresham, a defendant, in per·
son.
HERBERT w·. JACKSON,
A witness of lawful age, having been first duly sworn, depose·s
and says as follows:
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DIRECT EXAMINATION.
By 1\fr. Christian :
Q. State your name and occupation and how long that
has been your occupation.
A. Herbert W. Jackson, I am President of the Virginia
Trust Company of Richmond, Va., and have been for 17 years,
8 months and 29 days.
Q. Are you acquainted with J. R. Paschall?
page 373 ~ A. Yes, sir.
Q. How long have you had that acquaintancef
A. I suppose twenty years.
Q. Are you acquainted ,vith A. 0. S'vink and Thomas
Gresham?
A. Yes, sir.
Q. How long have you had that acquaintance?
A. Eever since I have been in Richmond.
Q. Please make a general st~tement of the pending or open
transactions which your company and J. R. Paschall had
along in May, 1923, when the Hamilton Ridge Lumber Corporation went into bankruptcy and you become acquainted
with the financial embarrassment of Mr. Paschall. I just
want a general statement of what loans he had with you at
that time.
A. At that time Mr. Paschall o'ved the Virginia Trust Company about $140,000 divided into three loans. One loan was
about $50,000 secured by a note of the Savannah River Lumber Company, which in turn was secured by a first mortgage
on about fifty thousand odd acres of land in Georgia. The
Savannah River Lumber Company .note carried about $15,000
or $20,000 of accrued interest and was worth between $65,000
and $70,000, as I recall, so that the Virginia Trust Company
had substantial equity as well as good security for that deBt~
The second loa.n was for about $37,000, secured by $35,000
of Sunbury Lumber Company bonds, $35,000 of
·
page 374 ~ Piedmont Electric Bonds, an E. I. Bugg note for
$10,000, and a -second mortgage note of the
Granite Hall Farms Corporation for $40,000.
·· The third obligation was in the neighborhood of $50,000,
secured by a first mortgage on about 1,800 acres of land in
Mecklenburg County, 'vhich Mr. Easley had appraised for
us in 1920 at $119,000.
Q. There has been put in the record and appears at page
132 of these depositions a copy of a letter which you wrote
Mr. Paschall under date of July 25, 1923, and which I am
going to ask you to read. Please state all the communica-
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tions between you and ~Ir. Paschall, and between you and
other persons than 1\fr. Paschall, which had taken place, so
far as you recall, at the time that you wrote that letter, and
which occasioned or led up to your writing the letter.
A. Paschall owed ·us all this money and seven or eight
thousand dollars of past due interest, and for a long time
we had been trying to get Paschall to put his debt in satisfactory shape. When it became known that Mr. Paschall was
embarrassed financially, we had no disposition to force hin1
or to oppress him. It became lrno,vn that Paschall owed the
Virginia Trust Company a considerable sum of money and
that there were equities in his collateral for our debts. That
letter of July 25th· states, ''I believe I can get all of your
debts paid here", that is to say, at the Virginia
page 375 ~ Trust Company. I cannot recall that we approached any one with a view of getting his debts
paid, but other parties approached us with a view of taking
all his debt to us and securing the equities.
I recall that at about that time 1\{r. Boyd, of Warrenton,
Nirth Carolina, who is now dead, and 1\fr. Burwell, came to
see us in regard to taking up the $50,000 note secured by the
note of the Savannah River Lumber Company which I have
heretofore described. 1\iy recollection and understanding is
that those gentlemen of Warrenton had purchased from. Mr.
Paschall, for a consideration of between $30,000 and $40,000
cash, certain of the Georgia lands which were encumbered by
the first mortgage which 've held, the understanding being
between those gentlemen and Mr. Paschall that the lands they
bought and paid for should be released from under that mortgage, but that was never carried out by Paschall. Boyd and
Burwell stood to lose; hence their interest in purchasing
Paschall's note from us, hoping to secure the equity which,
as I recall, amounted to between $15,000 and $20,000. My
recollection is that Mr. Paschall wanted those gentlemen to
secure themselves by the purchase of the note from us, and
we sold Paschall's obligation, secured as hereto-fore de- scribed, from the Virginia Trust Company to Burwell and
Boyd.
1\{y recollection is that Messrs. Swink and
page 376 ~ Gresham talked with us with a view of purchasing
the obligation of Paschall for about -$37,000, with
a. view of securing whatever equity there m!ght ·be in the
securities securing it, to save themselves to that extent for
Paschall's indebtedness to them. We were satisfied that the
debt was secured, but there was about $1,700 of accrued interest past due on the obligation, and of course we wanted
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to get it paid. Gresham and Swink 'vere familiar ·with the
securities we held, and my recollection is thut they were
willing to buy that obligation.
I cantlot recall that I consulted with ~Ir. Gordon about
how to sell those securities, but I am confident that I did con·sult with him, and our joint opinion was that it would be
better to sell the securities at public sale, after advertising,
rather than make a private sale of them. We advertised the
securities and they were sold at public auction. I was present
and bid the amount of the obligation due the ·virginia Trust
Company, and Mr. Edgar Allan raised the bid slightly and
became the purchaser.
We had no contract with Gresham and Swink that theY
would buy those securities, but I was confitlent in my owit
mind that they would buy. them, and I agreed, if they became
the purchasers, to lend them the money with which to buy
them if they wished it.
In regard to the $40,000.00 note secured by second mortgage
in the 1\'Iecldenburg farm, my recollection is that
page 377 ~ in talking with ~Iessrs. Grsham and Swink I told
them of ~fr. Easley's appraisement of the property and that there was a value behind that $40,000 note.
I think it would be pertinent to state how and why the Virginia Trust Company held a second mortgage note on the
farm. In 1920 when we made the $60,000 ~L·st mortgage
'loan on the farm, lVIr. Paschall at that time o'"ed the Virginia Trust Cpmpany considerable money, and one of the
conditions of our making the first mortgage loan 'vas that he
would simultaneously execute a second mortgltge of $40,000
and place that second mortgage note as collateral along with
the other collateral for his indebtedness at the Virginia Trust
Company. In other words, we desired to further secure his
indebtedness to the company.
'Vhen I told Paschall that I had a plan by which I thought
I could get all his debts paid at our company, I did not mean,
of course, that we could get the balance of the first mortgage
debt on the farm paid, because that was not due. But there
was at that time around $5,000 of interest past due on the
$50,000 first mortgage, and in the sale of the securities to
Gresham and Swink that past due interest was paid.
Q. I notice in the record that at the time you got the $60,000 first mortgage and the $40,000 second mortgage, your cmn ~
pany cancelled and returned to Mr. Paschall $92,000 of canceled mortgage bonds on the farm and $75,000 of
page 378 ~ canceled bonds on the farm. and $75,000 of joint
notes of Paschall and the ~Iyrtle Hill Farm Cor-
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poration, as 'veil as about twelve other joint notes of those
two. Elsewhere in the record it appears that 1\fr-. Paschall
was under the impression that this $40,000 note of the Granite
Hall Farms Corporation 'vas a mere accommodation note on
the part of that company and not an obligation for which the
company itself received any consideration. Do you know that
the facts are about that 7
A. I explained that we took tha.t $40,000 second mortgage
to reinforce the security that we already had for Paschall's
other debts.
Q. Was that security which you already had security 011
which the Granite Hall Farms Corporation was the primary
obligor and had received consideration therefor, or had all
the consideration gone to Paschall?
A. I don't know· abo'ltt that. It was Paschall's obligation..q
that '".re ·w·ere trying further to secure.
Q. Yon don't know who actually obtained the benefit of the
money that you had paid out up to that time, whether the
corporation took it or Paschall?
A. Well, I don't recall. I would have to look at the books
to see that.
The Commissioner: I understand you to say that part
. of the consideration for lending the $60,000 on
page 379 ~ the first mortgage was that 1\fr. Paschall 'vould
give you a second mortgage of $40,000 to be used
as additional collateral for other indebtedness of J. R. Paschall?
Witness: Correct.
Bv 1\fr. Christian:
· Q. Did you make any distinction in your mind between the
Granite Hall Farms Corporation and Paschall, or did you
simply regard Paschall as owning the Granite Hall Farms
Corporation? Do you have any recollection about that?
A. No. Yon asked me if I have any recollection about it.
I can tell you what I thought.
Q. Tell us what you think.
A. I was trying to strengthen the obligations we held for
Paschall's direct and indirect debts to the V'lrginia Trust
Company.
Q. I notice that you have before you a copy of a letter that
·you wrote to ~{r. Paschall under date of August 1, 1923, and
I will now ask you to read the letter elated August 16, 1923,
to l\!Ir. Paschall, appearing at page 20 of these depositions,
and after yon have read that, and have also read this one of
August 1st, I 'vill ask you what took place between July 25th
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and the time of writing the· letter of August 16th, between
you and Paschall, so far as you can ·recall.
A. (Examining said letters.) I cannot recall
page 380 ~ what took place there.
.
· ·
·
Q. Do you recall that during that interim Mr ..
Paschall gave Ivir. Swink an assignment of his equity in some .
of those securities, or did you at that time have any notice
·
of ·that?
A. ~Iy recollection is that Mr. Swink brought in some kind
of ab assignment from 1Yir. Paschall, giving Mr. Swink equities in our collateral.
Q. What made you sell this property, as was stated to be
your intention in the letter of August 16th from the VicePresident of your company!
A. Do you mean why did \Ve selU In order to get our
debts paid if we could.
.
·
Q. You say that you never had any agreement \Vi th Ivf r •
.Swink and ~ir. Gresham that the.y.would buy the collateral!
A. We had no agreement with those gentlemen that they
\Vould .buy it, but I was satisfied in my own mind that they
would do so. We were prepared at the sale to buy the securi- .
ties at our debt, believing there was an equity there, but we
did not want to buy the securities and make any profit out
of Paschall. We simply wanted to get our debts paid.
Q. Did you tell Paschall at your interview with him following your letter of July 25th of this. opinion which you had
that Iviessrs. Swink and Gresham would buy the collateral if
you sold it!
page 381 ~ A. I have no recollection of that; sir.
Q. Did you ever hear from 1\iessrs. S.wink and
Gresham, or Mr. Paschall, or from any of them, that there was
an agreement between them in any way affecting the $40,000
·second mortgage note, as distinguished from the rest of the
collateral which they were purchasing¥
A. No sir.
Q. Did any of those gentlemen ever tell y'ou of any agreement that they had with each other \vith reference to handling
that collateral after Swink and Gresham bought it, or with
reference to the handling of the proceeds received from the
liquidation of the collateral after they had bought it Y
A. None whatever.
Q. Did you impose any obligations upon Messrs. Swink and
Gresham as a condition to consenting that this collateral
should be put up and sold Y
A. No sir.
Q. Did you do the selling at their request or instanceY
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A. No, sir. We made up oilr o'vn minds about how best
to handle it.
Q. Did they place themselves under any obligations to you
with reference to the purchase of this farm in the event that
you foreclosed the mortgage on it, for the colleetion of your
first mortgage debt 1 .
page 382 ~ .A.. No, sir.
Q. Do you recall that they ever promised you,
in the event of your foreclosure on the farm for the col1ection of your first mortgage debt, you 'vould not have to- pay
over $45,000 for the property and they ·would guarantee that
the interest on the first mortgage and the taxes on the property would always .be paid¥
A. \Ve had no agreement to that effect. I will tell you why.
We held about $50,000 first mortgage on the farm. If I had
any doubt about that security, I would be foolish to sell these
other obligations and release valuable equities.
Q. Then it is not true that Swink and Gresham were ever
obligated in any way as guarantors in any manner of that
first mortgage dbet?
.A.. No sir.
Q. Did you personally have the dealings with Paschall
about his various debts, or did some one else do it!
A. Yes, sir, I did, principally.
.
Q. \Vhen you wrote l\ir; Paschall about his obligations to
your company, did he usually reply immediately to your letters at this period, or what happened?
A. I never found l\ir. Paschall prompt in replying to letters.
Q. In his testimony l\ir. Paschall said that he had an agreement with you affecting this collateral which Mr. Swink and
Mr. Gresham bought, that upon certain payments
·page 383 ~ begin made by him, a partial release of that collateral would be effected. If you have any memorandum made contemporaneously showing the nature of that
agreement, I would like for you to introduce it in evidence
and give an approximation of its date.
A. I have a memorandum here dated September 14th, which
must have been in the year 1920 or 1921, since there is a
memorandum on the paper by William Jerman, our Treasurer, dated in August, 1921. The memorandum was addressed
to l\ir. Jerman, and I file it herewith as Exhibit Jackson #1.
Note: Said paper is here filed, marked as stated, and reads
as follows:
·
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Good many transaction with P.
1923-3 debts-equities $50,000-lst ~ftg
when this made had been 84
40 ~[ 2 00 to secure
& this
Dear Bill:
File this with the. trust agreement of ,J. R. Paschall.
I agreed today that we would release him $35,000 Piedmont
Electric bonds upon payment of $21,000, to be credited on his
debt; that we would also release the Sunberry bonds and the
Camden bonds on the same basis ; also that we would release
the Township bonds and credit his notes with· the proceeds
at wh~tever they could be sold at, and he is to
page 384 ~ give me the data about those bonds so that I can
see if v.re cannot sell the $70,000 which he owns
and thus get the money for our $23,000 of bonds.
H. W.J.

September 14th.
~fr.

"\V. B. Jerman.

Agreement to release &c.
Name Ga Cor 50 1\{ when
Boyd & B took it up
Review 60 loan
40 M to secure
other indebtedness
8 old land but
dhl not release

8-2-21
1\fr. Jackson agreed to release the To,vnship Bonds upou
payment of $12,500 Int.
•
Bv Mr. Christian:
~Q.. Did you have any agreement with ~fr. Paschall, as a:
result of which you became entitled to sell this collateral,
other than the agreement contained in the notes assigning
to yon the collateral~

I

,.I
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A. Not on your life. One minute there. ~Iy answer there
that I had no agreement with him-I had this
page 385 ~ thing away back there, that if he would pay us
$25,000 on the S'unbury bonds, we would release
$35,000 of them as shown on the memorandum.
Q. Did you and Paschall make any agreement between July
25, 1923, and the date of the sale, August 21, 1923, as a result of which you then acquired some right which you had
not theretofore possessed to sell the collateral1
A. No, not at all.
.
Q. He says in his testimony that he consented to the sale.
Do you know what he means by that?
A. I assume he means that I had written him that we did
11ot want to sell his securities at public auction, an¢1. before
doing so I wrote him in August that I wanted his assent, but
that was simply to give him notice.
Q. Did he ever question, in any talk with you during that
period, your right to make this sale?
A. No sir.
Q. Was any sugge~tion ever made in any conversation between you and him that you needed any consent from him 1
A. No· sir.
Q. Did you know at any time before this sale, or thereafter,
of any agreement obligating 1\rlessrs. Swink and Gresham
to pay you any part of the Paschall debt which was secured
by this collateral 1
·
A. Pay us any part of the profit they might make, do you
mean~

page 386

~

Q. No; part of the debt due you.
A. You are referring now the the $37,000?

Q. Yes.
A. No sirQ. You did kno,v, however, that Paschall had given Swink
an order on you for some of the collateral which you were
willing to release if Swink paid you the amount you would
require if Swink acquired any part of that collateral?
1\.. I knew of the order that Paschall had given Swink, but
I was unwilling to surrender the securities called for in that
order for the price named. For example, we held the note
of Bugg for $10,000, which I thought was good, and my recollection is that Paschall authorized Swink to take up the Bugg
note for $5;000 and sooure· himself in the equity. I was not
willing to do that.
Q. Did they know before the sale that you were not willing?
A. I can't answer that; I don't know.
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Q. When did you see Paschall after you wrote the letter
of July 25th and tell him, if you did tell him, that you thought
Swink and Gresham would be interested in buying this property if you sold itY Did you tell, him· anything about the $40,000 note being treated differently from any other collateral t
A I have no ·recollection of a conversation with 1\IIr. Paschall between July 25th and the date of sale.
page 387 ~ Q. But you say you never heard of any understanding from any one under which the $40,000
note was to be treated differently from any of the rest of the
collateral Y
A.- No, sir. Now I might say this: I have some hazy recollection of hearing something after all this was. over, that there
was some understanding·. I don't know where I got the idea.
It may have been recently; I don't know.
·
Q. You knew when the present suit was brought'
A. Yes. But I kne\v nothing of any agreement between
Paschall, Gresham and Swink prior to this sale-any agreement.
· Q~ You heard afterwards that they were not going to foreclose him-that there was some claim by him~
A.- I wish you wouldn't ask me that question. I just don't
know a thing about that.
Q. Mr. Paschall has testified on page 169 of these depositions that he went in to see you after July 25th and before
the sale, and that you got him to consent to the public auction. Do you recall ever making any effort to get him to
consent to the public auction T
A. No sir.
Q. On page 172 he testifies to the contrary, that he persuaded you to sell. Did he persuade you to sell T
A. No, sir.
page 388

~

Mr. Bridgers·: We object. The witness Paschall
at page 172 says, "I don't know about persuad-

ing''.
By Mr. Christian:
Q. Mr. Paschall testifies as page 177 of these depositions
in reference to, a check for about $28, surplus proceeds from
this sale, that he did not cash this check until you told him
that the understanding was that 8wink and Gr-esham were
to cancel this $40,000 note. Did you ever tell Paschall any
such thing as that Y
A. I have no recollection whatsoever about it.

Granite Hall

~,·arms

Corp., et als., v. Va. Trust Co. Tr.

293

Q. Did you ever understand that there was any such obligation on them?
A. No, sir.
Q. He says at page 178~ when I asked him what assurance
of the protection of his rights the holding of that $28 check
·would give .him, "I don't know. I got the assurance from
Jackson that the matter would be settled, that when my notes
were paid the Granite Hall note would be paid". You say
he got no such assurance from you 1
A. No, sir.
Q. On page 179· he testifies that there 'vas an agreement between Swink and Gresham and the Virginia Trust Company
relative to these first mortgage bonds, and that you had told
him so, and when he asked you what _the agreement was you
.
said that you could not tell him without consultpage 389 ~ ing Gresham; and he further says that the next
time he saw you, you told him that you had consulted Gresham and told him the 'vhole story, which was that
they woulf guarantee you in .certain respects with reference
to that first mortgage debt.
A. I have no recollection of anything about it.
Q. Do you mean by that answer to say that you do not
have any recollection of telling Paschall that, or do you mean
also to say that you ba ve no recollection of there being any
such obligation~
A. I never kne'v anything about any understanding between
.them, none whatsoever.
Q. And you never told Paschall there was one'
A. No.
Q.. He testifies on page 180 that you declined to sell this
collateral until they made this agreement with you.
A. That is not true. You mean, that I would not consent
to itf
Q. Yes.
A. No, that is not true.
Q. vVhy did you expose this property to public sale, lu.stead of undertaking to sell it privately'
A. I am sure that I consulted with Mr. Gordon as to what
was the proper and best action to take in the matter, and that
we agreed that it was best to sell it ta public auction rather
than at private sale.
page 390 ~ Q. Did you act upon any request from Swink
and Gresham, or upon any suggestion from them,
in request to the manner of the sale, whether it would be
public or privatef
A. No, sir.
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EXA~1INATION.

By Mr. Buford:
Q. 1\Ir. Jackson, at the beginning· of your testimony you
said generally that J\IIr. Paschall owed the Virginia Trust
Company a total indebtedness of $140,000?
A. About $140,000.
Q. That indebtedness was made up of three different items:
the first was a note of his for $50,000 secured by bonds of
the Savannah River Lumber Company. That debt was paid
off by Boyd and Burwell, was it?
.
A. They took it up, yes, sir.
Q. They satisfied the Virginia Trust Company for that
debt Y
·
A. Yes, sir.
Q. So that debt has nothing to do with the present status
of affairs Y
A. Nothing at all.
Q. The second debt you mentioned was an indebtedness of
$37,000, evidenced by notes of Mr. Paschall?
page 391 ~ A. And past due interest.
Q. Those notes were for $15,000 each, were they
not?
A. That is my recollection.
Q. And the int~rest made the amount $37,000 ~
A. Yes, sir.
Q. Now the controversy in this case involves the securities held by you for the payment of those notes. Yon mentioned a third debt of approximately $50,000; was that a debt
evidenced by Paschall's note f
A. It was evidenced by the Granite Hall bonds guaranteed
by Paschall.
Q. Was that d~bt of $50,000, or approximately $50,000, rep-resented by first mortgage bonds of the Granite Hall Farms
Corporation Y
·
A. Yes, sir.
Q. Now for the purpose of this case ~ve will eliminate the
first debt of $50.000 'vhich was taken up by Boyd and Bur·well, and endeavor to find out what information you can give
ns with reference to the other two. Before I ask you any
further questions about the two notes of $15,000 each, with
the accrued interest making a total of about $37,000, secured
by the Sunbury bonds, the Piedmont Po\\re·r and Light bonds,
the Bugg note and the $40,000 Granite Hall second mortt,rage note, I want to ask you to tell us exactly ho'v the Vir-

/
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ginia Trust Company held the first mortgage
page 392 ~ bonds amounting to about $60,000 secured on the
property of the Granite Hall Farms Corporation;
how did they get hold of those bonds f
A. W.e made the loan to the concern, endorsed and guaranteed by ~Ir. Paschall.
·
Q. Guaranteed by ~Ir. Paschall personally Y
A. Yes, sir.
Q. So, then, you loaned the Granite Hall Farms Corporation $60,000, taking as security $60,000 of its first mortgage
bonds and also Paschall's guarantee of those bonds 1
A. Yes, sir.
Q. Or a guarantee of the indebtedness!
A. Guarantee of that obligation.
Q. It was a .guarantee of the bonds themselves Y
A. Yes, sir.
Q. Why did you want Mr. Paschall's guarantee of those
bonds1
A. Well, when 've are lending money we want all the security we can get.
Q. In other words, you wanted the security of the first
mortgage bonds of $60,000, and you wanted the additional
security of Paschall's guarantee Y
A. Yes, sir.
Q. Then, as a further precaution and in order to get the
. additional security you got, you insisted upon a second mortgage securing this note in controversy of $40,000 of the
Granite Hall Farms Corporation, guaranteed by PaschallY
A. Yes, sir.
page 393 ~ Q. You 'vanted that as additional security?
A. Yes, sir.
·
Q. You were asked on direct examination if any part of
the proceeds -of the $40,000 note 'vent to the corporation itself, the Granite Hall Farms Corporation. I understand the
note ·was not discounted f
A. No, sir.
Q. The Granite ],arms Corporation got nothing. itself from
i:his note of $40,0007
A. No, sir.
Q. It was required as additional security for Paschall's
indebtedness to. the Virginia Trust Company~
A. Yes, sir.
Q. It was, therefore, so far as the corporation is concerned,
accommodation paper?
A. I did not consider it acco1nodation paper. I considered
it a bona fide obligation to secure his ind~btedness to us.

296

Supreme Court of .Appeals of Virginia.

Q. S'o far as Paschall's indebtedness to you, you had the
right to call that note, if necessary?
A. Yes, sir.
Q. But it was made by the co.rporation £or Paschall's accomodation and credit, to strengthen his credit at your bank¥
A. Yes) sir.
Q. Did the Virginia Trust Company lend to the Granite
Hall Farms Corporation the $60,000 on the security of the
first mortgage bonds and Paschall's guarantee~
page 394 ~ A. Yes, sir.
Q. You lent the corporation that amount in
cash¥
A. Well, it was a refunding proposition at that particular
time.
Q. But it was originally loanedf
A. Yes.
Q. And the original loan 'vas refunded in this way, by your
company taking over th~se bonds~
A. Yes, sir.
Q. And holding them as its security~
A. Yes, sir.
Q. Ho'v long did your company hold those bonds f
A. The debt· was contracted, I think, in 1920.
Q. And I believe the bonds were finally paid off by Mr.
Dameron?
A. Paschall's obligation to us was purchased, yes, sir, by
Dameron.
Q. Dameron in September, 1926, made his note payable, I
believe, six months after date, didn't heY
A. I don't recall the time. I think it was four months.
Q. Four months, payable January 10, 1927. Dameron,
then, took the place of Paschall, so far as the Virginia Trust
Company was concerned, giving his note to the Virginia Trust
Company in September, 1926, in full of Paschall's indebtedness, or the indebtedness of the Granite Hall Farms Corporation secured by these bonds?
page 395 ~· A. Yes, sir.
Q. That note was pajd off in January, 1927,
and the bonds were delivered to ~{r. Dameron; that is correct?
A. Yes, sir.
Q. Now ho'v much interest had accumulated on those .bonds
in 'the interval that the Virginia Trust Company held them~
A. From what date?
Q. Up to the date that they were purchased by Mr. Dameronf

I
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A. 1\'ly recollection is that all the interest on that debt "\Vas
paid up to the time that we sold those securities at public
auction.
Q. When the securities were sold at public auction on August 21, 1923, the accrued interest on the bonds up to that
time was paid out of the proceeds of the sale of those securities; is that correct 1
A. Yes, sir.
Q. Then how much interest accrued on the bonds between
August 21, 1923, and the time that lVIr. Dameron took them
up~
.
A. I cannot ans,v·er you that offhand.
Q. The interest was not paid in that interval?
A. I don't think so.
Q. Now we come to the securities, the collaterals held by
the Virginia Trust Company as security for Mr. Paschall's
two notes of $15,000 each. Those securities consisted of
$35,000 of Sunbury Lumber Company bonds,
page 396 }- $35,000 of Piedmont Light and Power Company
bonds, a note of E. I. Bugg for $10,000 secured
by collateral, and the $40,000 second mortgage note of the
Granite Hall Farms ·corporation T
A. Yes, sir.
Q. Now you have stated that you considered those collaterals as not only sufficient se0urity for the payment of
Paschall's notes, but as having also an equity after the satisfaction of the notes; that is correct, is it not 1
A. Yes, sir. One :mlnute; let
interject. My opinion was
that the security would pay our debt, but it was a very slow
and unsatisfactory kind of collateral to hold.
Q. I understand your reasons for wanting to g·et the debt
settled, but still you regarded the secp.rities as having a value
in excess of the debt for which they were hypothecated
A. Yes, sir.
Q. Did you not regard the Bugg note as a· solvent note T
A. Yes, I thought it was good.
Q. For its whole amount¥
A. Yes, sir.
Q. Yo uregarded the Sunbury Lumber bonds as good for
\Vbat amount 1
A. I didn't have any idea of what they were \Vorth. I had
been informed that the Sunbury bonds were secured on
Georgia land on the basis of $6 an acre, and I felt there was
a value behind them, but I knew nothing about the value of
the land.
page 397 }- Q. What did you regard as the value 9f the
Piedmont bonds f

me
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A. I cannot recall, but I was satisfied there was a value
behind those bonds.
Q. What did you regard as the ·value of the $40,000 note 1
A. We held about $50,000 of the first mortgage, and 1Yir.
Easley had appraised that property three years prior at
$119,000. I knew that the timber on the place was worth
so~ething around $25,000, $30,000 perhaps. If the timber
'vas worth half of the debt, I felt sure that the 1,800 acres
of land with all the improvements would be worth more than
sufficient to take care of the rest of our first mortgage loan.
not only that it would pay off our first mortgage, but that
there 'vas an equity for the $40,000 note.
Q. You considered that there was a considerable equity applicable to the $40,000 note, after satisfying the $60,000 first
mortgage, did you not~
A. Originally the first mortgage was $55,000 or $60,000; it
had been' paid down to $50,000. I felt sure that was good
and I believed the "$40,000 note had an equity there.
Q. You cannot give us an estimate in dollars as to what
yon thought the equity vrould be in. those securities which
were hypotheca ted for the two. notes of $15,000 each?
A. No, sir, I cannot. I simply felt safe, that the debt was
good.
Q. And you felt safe that there was a sn bstanpage 398 ~ tial equity in exeess of the Paschall notes, did you
not¥
A. Yes,. I did.
Q. Don't you think Paschall thought so too1
A. I do.
Q. Did not his conversations with you iJ.Idicate that he
thought so?
A. Yes, sir.
Q. Now you have already stated that your policy, which of
course is the policy of all good bankers, was to get as much
security for the indebtedness to the Virginia Trust Company
as you· could 1
A. Get all the security tha.t I thought .we ought to have.
Q. And in order to get all you thought you ought to have,
yon required Paschall' to guarantee the first mortgage bonds,
and you required for the security of Paschall's indebtedness
the $40,000 note to be made by the Granite Hall-Farms Corporation, guaranteed by Paschall and deposited as additional
~ecurityY

A. Yes.
Q. Now the securities were sold at public auction on· the
21st day of August, 1923 Y
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A. ·Yes, sir.
· Q. You were present at the sale, and notwithstanding you
regarded them as having more value than the amount due on
Paschall's notes, you simply bid an amount that wa.s sufficient t.o pay the Paschall notes Y
page 399 ~ A. Yes, sir.
.
Q. And you let the securities then go fro~ the
Virginia Trust Company into the hands of Swink and Gresliam?·
A. Whoever might purchase them.
.
.
· Q. Do you remember whether J\~Ir. Paschall was in Richmond on the da.y of the sale?
A. No, sir, I don't know.
Q. I-Ie knew about the sale, didn't he f
A. Yes, sir. We wrote him about the sale.
Q. Advising him of the sale and the date and place 1
·
A. I think Mr. Scott, our Vice-President, wrote Mr. Paschall
and sent l1im a copy of the advertisement.
Q. And the only person who bid at that sale were you and
Messrs. Swink and Gresham through their representative,
Mr. Edgar Allan?
A. Yes, sir.
Q. Didn't you lmow that Mr. Paschall was willing for the
sale to be made at auction?
A. I think so.
Q. You are quite sure you did, are you not 1
A. I think so,. yes, sir.
Q. Now you have ·stated that after a conference with Mr.
Hordon, your a.ttorney, you reac.hed the conclusion to sell
these particular securities at public auction instead of pri*
vatelyf
page 400 r A. Yes, sir.
Q. You had had a private transaction with Burwell and Boyd by which they got the securities and settled the
$50,000 indebtedness Y
A. Yes, sir.
Q. Why was it that in this instance you wanted to go
·through the form of a public -sale1
A. Well, our note gives us the right to sell the securities
either at public or private sale. We prefer on genetal principles not to make a sale privately but to make it publicly
after published notice. I think in the case of Boyd and Burwell, we made that a private sale, and your question is pertiuent, why in one instance we made a public sale and in th~
other a private sale. We 'vere made familiar with the Boyd
~nd Burwell transaction, where they had paid actual ·spot
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cash for this land with the understanding that they would
get a release from our first mortgage, but there had been a
miscarriage a.nd they stood to lose, and we were willing in
that instance-! am quite positive IYir. Paschall consented to
it-to make a private sale to those particular men.
Q. Now, in this particular instance, why did not the same
reasons applyf You have referred to the assignment that
1\fr. Paschall made of these securities to IYir. Swink. Why
did not the same reason apply there for a private
page 401 ~ sale.~
A. I can't tell you now ·what motive made us
decide to have a public sale, but here is one thing in my mind
about it, 'vhy I think a public sale seemed advisable, because
Paschall had served a notice on us assigning to Swink the
Bugg note for the sum of $5,000, and perhaps some of the
other securities, at a. stipulated. price. Now we did not like
ihat. That simply complicated the situation. Here 've had
in our hands this assignment. I think it was entirely the
best method to dispose of those securities at public auction.
Q. Why was it, seeing that you were only interested in getting what was due your company¥
A~ Well, I have given you my reasons now. I don't know
what our motive was then except that we thought it was the
'vise course to pursue.
· Q. Was the question of Mr. Paschall's nankruptcy discussed at that time?
A. Not so far as I recall.
Q. You did not regard ~Ir. Paschall as being in such a financ-ial condition as that anything in the way of a payment by
him might constitute a preference?
A. I don't think that occurred to me, Mr. Buford, no, sir.
Q. Didn't it occur to my good friend, Mr. Gordon f
A. I can't say. ·
'Q. I will put my question this way: wasn't it known to you
and to Swink and Gresham at that time that Paschall 'vas
insolvent?
page 402 ·~ A. I have no recollection about that, sir.
Q. Wasn't it known to you and the other gen-.
tlemen I have named that ].fr. Paschall's financial condition
was such that if he committed an act of bankruptcy you
feared bankruptcy proceedings?
A. That is a pertinent question but I cannot ans,ver it.
Q. You have some familiarity with the bankrupt law,
haven't you f
A. Yes.
Q. You know that if Paschall owed Swink money, that is,
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a pre-existing debt, and Paschall, being in a state of insolvency, had made an assignment to Swink, that would have
been an act of bankruptcy?
A. I think so.
Q. Is not that the 'reasy 'vhy, after the various conferences
you had, it was determined that these various securities
~hould be sold under your collateral note which antedated
the four months period¥
A. I cannot answer that except to say this: that our general policy is to sell a security like that at public auction
rather than at private sale, which we have the right to do.
Q. Were you not almost compelled to that course by the
circumstances I have narrated 1
A. I cannot recall that that point was considered by us.
Q. It may have been considered?
page 403 ~ A. It may have been, but I cannot say as to
that. In a matter of that sort Mr. Gordon would
be the judg·e of what was best.
Q. You have stated that the Virginia Trust Company did
not want to make a profit out of Paschall, and so it only bid
the amount of his indebtedness to it for the securities when
they were sold at auction?
A~ Yes, sir.
Q. Do you remember how much :ftfr. Edgar Allan raised
your bidf
· A. No, but my recollection is that it was a very. small
sum.
Q. Was it one dollar T
A. I don't recall, but it was a very small sum above our
bid.
Q. So that by this transaction you turned over to Swink
and Gresham the value of these equities which, if the Virginia Trust Company had bought, it 'vould have been entitled
to eollectT
A. I stated in my testimony prior that we had no contract
with Gresham and Swink that they would bid.
Q. But you knew very well they would buy¥
A. I was pretty certain they would bid, but there might
have been other bidders there.
Q. Oh, of course, there might have been; but you gave
Swink and Gresham all that could be realized from the equi..
ties¥
A. Any purchaser at that auction, yes, sir, derived what ..
ever equities there were.
Q.. ..A.nd Swink and Gresham were the pur·
page 404 ~ chasers?
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A. Yes.
Q. Now the Virginia Trust Company could have become·
the purchaser of those equities 1 If the ·virginia Trust Company had become the purchaser of the securities at public·
sale properly conducted, its title to the securities would
have been complete, wouldn't it?
·
A. Yes, sir.
Q. Then the Virginia Trust Company could have gotten the
benefit of all the equities Y
A. Yes, sir.
Q. But the Virginia Trust Company gave the benefit of the
equities to Swink and Gresham 1
A. One minute. AU the Virginia Trust ·Company wanted
:was its debts paid. We did not 'vant to make a dollar out of
buying the equities.
.
Q. I see, but here is what you could have done with the
equities. You had Paschall's guarantee for the $60,000 of
first mortgage bonds, and without making any profit out of
Paschall on the securities you could have held the profits to
make that guarantee goodY
A. Do you want me to ans,ver why we did not do thatY
Q. Yes.
.
A. Because I felt that the $50,000 that was due on the first
Inortg·age 'vas absolutely good.
Q. You felt safe on it i
page 405 ~ A. 8o safe tha.t I let the quities go.
Q. For one time, then, you abandoned the safe
policy of the banker to hold all the securities you could get?
A. Yes. Our preference was to get this stuff away, release
~hose equities and swing to others which I considered safe,
yes, sir.
Q. Were you influenced by any consideration for Mr.
Paschall, other than not wanting to make a profit out of him
yourself?
A. I don't quite g·et that.
Q. In other words, did you refrain from making another
bid so as to give Paschall the benefit of having his indebtedJiess reduced to these people by whatever might be realized
from these equities Y
A. What was in my mind-I think this answers your question-was to get our loan paid, and we did not 'vant a dollar
of profit out of any qttities we held. Therefore, we sold the
collaterals at public auction to the. highest bidder, and I was
there to bid ·the debt held by the Virg-inia Trust Company.
Q. If you had bought under those circumstances and had
realized the profit arising from the equities, would you have
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eonsidered, in view of your dealings and transactions. with
the Granite Hall Farms Corporation and ·with Paschall, that
you were under any obligation to apply that profit on the
first mortgage bonds f
A. Well, I will answer you this way. It has been about a
· month or two since we sold at public auct~on five
page 406 ~ shares of stock in a bank in North Carolina and
we had to buy it for $500, and we later sold it for
$800, and we gave the man credit for $800 on his debt. I don't
say 've would have done that, but I think so.
Q. Yes, I think so, too, 1\fr. Jackson. Now after this lapse
of time may you not be mistaken.in saying that Swink and
Gresham gave no consideration to the Virginia Trust Company for refraining from bidding any more and letting them
have the benefit of the equities?
· A. You mean if we had an understanding with Swink and
Gresham that we would have gotten any part of the profit?
No.
Q. No, but you may have forgotten some of the facts. Human memory is very unreliable.
A. Yes.·
.
Q. I heard you say a 'vhile ago that you have a hazy recollection of hearing that there. was some such agreement between Swink and Gresham on the one hand and Paschall on
the other.
A. I don't want to be misunderstood. I kno'v nothing
whatev~r of any understanding between Paschall and Gresham and Swink prior to the selling of the securities, none
whatsoever.
Q. That is perfectly consistent, Mr. Jackson, with ou~
theory of the case. Now, 1\Ir. Jackson, when I speak of your
memory posisbly being at fault, I have reference to what }llr.
Paschall says 'vas the agreement entered into between him
·and S'wink and Gresham by which they became
page 407 ~ the purchasers of those securities. You· admit that
by that transaction the Virginia Trust Company
passed over to Swink and Gresham, the purchasers, the value
of the equities?
.
A. Yes, sir,-not that we passed it over to Gresham and
Swink, but to whoever might be the purchaser at that sale.
.Q. And they were the purchasers?
·
A. Yes, sir.
Q. By doing that the Virginia Trust Company gave them
the benefit of all the equities which had considerable value 7
A. Yes, sir.
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Q. And which the Virginia Trust Company could have gotten· if it had become the purchaser itself t
.A. Yes, sir.
Q. And Paschall, by refraining to have anybody there to
bid for him, gave them an opportunity to bid in these securities at the very small advance you have mentioned over the
bid of the Virginia Trust Company; that is true Y
A. I think so.
Q. N o·w, !1:r. Jackson, you say you have no recollection
of hearing of any agreement between Paschall and Swink and
Gresham¥
A. I will make it stronger than that.
Q-. One minute. I meant, before they became the purchasers.
·
A. I ·will make it stronger than that. I did not know of a11y
agreement.
Q. There of course could have been such an
page 408 ~ agreement without your knowledget
A. Oh, yes.
Q. Had interest been paid
this $40,000 note promptly.
A. No, sir.
Q. Interest was not paid at all, was it f
A. No, sir.
Q. There never "ras any interest paid on it f
A. No, sir.
Q. You made no demand for the payment of interest on tlu~
$40,000 note, did yon f
A. No, sir.
Q. You did not regard the $40,000 note as being one on
which the bank was expecting to collect interest, but it was
simply a collateral note which the bank would use in the event
of the insufficiency of the other collateral¥
A. That is correct.
Q. Over three years elapsed after Swink and Gresham became the purchasers of these securities before !1:r. Dameron
m·ade his note in September, 1926, to take up the first mortgage bonds, isn't that true Y
.A. Yes, sir.
.
Q. When the first mortgage bonds were taken up by 1\ir.
Dameron in J a.nuary, 1927, the Virginia Trust Company sent
the deed of trust over to him or to the Securities Holding
Corporation~ What did the Virginia Trust Compage 409 ~ pany do?
A. N o,v, Mr. Bnford, Mr. Long, one or our attorneys, handled that transaction. I assume he did send all
of the papers incident to the loan.

on
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·Q. ].!Ir. Long was familiar with the business?
A. Oh, yes.
Q. After the first mortgage bonds 'vere paid off to the Virginia Trust Company, it had no further interest under the
deed of trust 1
A. No financial interest, no, sir.
Q. Now what did you say on your direct examination about
having a hazy recollection of hearing that there was such a
contract between Swink and Gresham on the one hand and
Paschall on the other as Paschall has testified to¥
A. What the recollection was-it may have been after this
suit began-I don't know, I really don't know.
Q. VV ell, the Virginia Trust Company of which you are
President is the plaintiff in this suit.
A. Yes.
.
Q. And you have been watching the proceedings of the
suit "rith some interest, have you not?
A. And I have been willing at all times to tell all parties
all I knew about it.
Q. I was struck 'vith your expression "hazy recollection".
It does not occur to me that you would have used
page 410 ~ those words as applying to the contentions made
in this case. Don't you think that that hazy recollection refers to knowledge that had come to you, or information that had come to you, or to statements that had been
made to you, some time further back than the commencement
of this suit 1
A. Perhaps so. Let me make this emphatic statement, that
I knew of no understanding between the three parties prior
to the sale by our company of the securities.
Q. But you heard of it some time afterwards¥
A. Perhaps so.
Q. Prior to the institution of this suit?
A. I don't know about that, but I know that I knew nothing of it whatever before the sale of the securities.
Q. And you may have heard of it after the sale and before
the institution of this suit Y
A. Yes, sir.
Q. l(nowing the situation as you did, and !mowing as you
do of the equities in those securities, that they were valuable,
and that Paschall knew they were valuable, can you suggest
any reason why Paschall should not have had somebody there
to look after his interests, unless S'wink and Gresham were
looking after his interests, as he says?
·
A. I cannot answer that question. That is a matter I
never thought about. I knew that Paschall had given Swink

,-------
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an order on us for such securities as the· Bugg note. I cannot answer that.
page 411 ~ Q. Is it the habit of- the Virginia Trust Company to act as trustee· in deeds of trust?
A. Yes, sir.
Q. That is an extensive part of its business, is it not?
A.. We act as trustee in all deeds of trust where we furnish
the money, and quite often where 've are not interested financially we act ~s trustee, but I would not say that is an extensive part of our business.
Q. But you do act as trustee whether you are the holder
of the securities or not?
A. Yes, sir.
Q. In other words, if I make you tn1stee in a deed of trust
to secure a client of mine, you accept the position?
A. Yes, sir.
Q. And you hold the position of trustee and perform- the
duties of trustee, and if the deed of trust is deposited with
you, you keep it until the deed of trust is satisfied, don't
you?
A. Yes, sir.
Q. You do not surrender a deed of trust, send it out of your
office, as long as you feel that you are. responsible as trus..:
tee for a debt that is not satisfied?
A. We endeavor to fulfill our obligations as trustee in all
·
deeds of trust, of every nature.
Q. 1 am sure of that. Were you not satisfied, ~Ir. Jackson
- I know you want all the security you can get,
page 412 ~ but were you not satisfied that there was enough
·
value in the Sunbury Lumber Company bonds,
the Piedmont Light and Power Company bonds and the Bugg
note to satisfy the two notes of $15,000 each due by Paschall?
A. I can't say that I was.
Q. But it turned out to be more than that~
A. Yes, sir, it turned out to be. You see, there is no market
value for any of that.
Q. They are not on the stock list Y

A.

No.

Q. Don't you think Paschall thought soT
A. Yes, I think so.
Q. And yet he did not have a representative there, unless
~·hvink and -Gresham were his representatives, to look after
those securities that discharged his indebtedness of $40,000
on his home?
A. I think the testimony will explain that. I cannot explain

it

.,
i
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Q. You don't think that Paschall's action can be explained
on any other hypothesis except that Swink and Gresham were
his representatives?
A. I don't know anything about that.
Q. You ,cannot figure out any other hypothesis f
A. I wouldn't like to say that.

page 413

~

RE-DIRECT EXA1'IINATION.

By Mr. Christian:
Q. Mr. Jackson, do you recall when you first had takeri. up
with you by Swink and Gresham, or by any one on their behalf, their interest in the timber--cutting which brought about
this snit¥
A. No. I cannot recall when it was. It ·has been in the last
six months, I reckon.
Q. Do you recall who took it up with you'
A. I think you and Mr. Swink and Mr. Gresham did. That
was the lawyers' end of it, they had all of those dealings with
our lawyers ..
Q. Do you remember, after this suit was brought, hearing
of this defense that Paschall was making, about this agreementf
A. Oh, yes, sir." ·
Q. At the time you did he~r of that defense, did you say
anything to me, or to 1\fr. Swink, or 1\fr. Gresham, about
your having any recollection o? such an agreement, or that
it was a fact that they made such an agreement, or anything
of the kind?
A. Oh, I said we Imew of no such agreement.
Q·. Didn't you tell me that you had not up to that time
heard of any such agreement Y
A. I don't recall that, Mr. Christian.
Q. But yon do recall that you did not lmow of
page 414 ~ any such agreement at the time of that conversation?
A. Absolutely.
·
Q. Can you state whether that was the first time you heard
about that agreementY You stated just now that you had a
hazy recollection of hearing something about it and you didn't
know when you heard it, whether it was before or after the
suit was brought.
A. I don't think I ever heard of it until this suit was
brought; I don't think I ever heard any suggestion. that there
'vas an agreement between them about the $40,000 note until
the suit was brought.
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.Q. You do remember taking part in conferences between
your a_ttorneys and myself and ~Iessrs. Swink and Gresha~
in a good many discussions, after the suit was brought?
A. Oh, yes. You lawyers had all of that.
Q. But you were in and out, and certain things were submitted to you in the discussions, and so on 1
A. Yes, sir.
Q. You indicated on your cross examination that the circumstances under which the $40,000 note \Vas executed were
that you made its execution and its hypothecation a_ condition of. the acceptance of the $60,000 of first mortgage bonds Y
A. As part of that transaction.
Q. The proceeds of the two new loans that were made in
1920, that is, the four $15,000 notes and the $60,000 of bonds,
went .to-pay off prior existing debts of the Granpage 415 } ite Hall Farms ~Corporation and Paschall, did they
not¥
A. Yes; a refinancing it was.
Q. And it was a refinancing of direct obligations of the
:Granite Hall Farms Corporation jointly with Paschall, was
it not?
A. Both.
. :· ·.;.f~~~
Q. 8o. that 'vhile the form of the hypothecation, at the time
that you ·Came into possession of the $40,000 note, was that
it was an hypothecation to secure the personal debt of
Paschall, nevertheless the new obligations were executed by
Paschall in satisfaction of old debts of himself and the Granite Hall Farms Corporation~
A. I think so.
Q. I ·ask you to look at page 17 of these depositions, a letter of Mr. Jerman appears there, and confirm that statement.
A. (Examining·.) ·Yes, sir. This is a letter from Mr. Watkins, of our bond department, sending the old bonds that
had been taken up in the refinancing?
Q. Is that letter correct, or not¥
A. It is correct to the best of my knowledge and belief,
yes, sir.
Q. ·you do not have any knowledge that is inconsistent with
what is in that letter?
A. No.
o
Q. Therefore, the four $15,000 notes of Paschpage 416 } all and the $60,000 of Granite Hall Farms Corporation bonds were accepted by you in settlement of the joint obligations of both Paschall and the Granite Hall Farms Corporation which you had held up to that
time?

Granite :Hall :B,arms Corp., et als., v. Va. Trust Co. Tr.

309

. .!\.. Yes, sir.
Q. You say that you had co-operated with all parties to this
suit. Have you ever turned over to ~{r. Bridgers and 1\'Ir.
·Buford any of your papers in connection with the Paschall
transactions ~
A. I think 1v1r. Gordon turned over the whole correspondence to them.
·
Q. You have made available to them all the information
you had on these transactions?
A. Both sides.
Q. And you ru.·e willing for them to come down there now
and read everything you have got there1
..t\.. Yes, sir.
.•

~Ir.

Buford: I would just like to state there that you turned
them over to l\ir. Bridgers.
By 1vir. Christian:
Q. Do you recall some time ago 1\'Ir. Gordon telling 1\ir.
Bridgers in your presence that his entire files and records
'vere subject to his inspection?
A. Indeed I do, yes.
page 417 ~ Q. And he also came there recently and tried
to refresh your memory a little bit about this alleged agreement, didn't he?
A. I believe he did.
And further this deponent saith not.
Signature of witness waived by consent of parties by counsel.
page 418

~

THOl\tiAS C. GORDON,
being recalled, deposes and says as follows:
DIRECT EXAMINATION.

Bv :Nir. Christian:
..Q. Mr. Gordon, what are the business relationships of yourself and :M.r. Long to the Virginia Trust Company and your
mutual business relationship?
A. From 1908 until June 1, 1921, I was counsel for the Virginia Trust Company. Ever since June 1, 1921, Mr. Long
and myself have been counsel for the Virginia Trust .Company. Mr. Long's general line of business is that he at.

310

Supreme Court of Appeals of Virginia.

tends to the general bond department and I attend to the balance, or try to attend to the balance.
Q. Do yon lmow the circumstances under w·hich, when 1\fr.
Dameron bought these first mortgage bonds from the· Virginia Trust Company, and it 'vas requested either on his behalf or on behalf .of the Secp.rities Holding Corporation, that
you offer to resign as trustee in the deed of trust and permit him or it to nominate a new trustee, i.f it requested you
to do so, the Virginia Tntst Company acquiesced in that reqnest1
A. Yes, sir, I kno'v all about it.
page 419 } Q. \Viii you state what happened then 1
A. As ~Ir. Jackson stated, l\Ir. Long attended
principalJ.y to the matter of the sale of those first mortgage
bonds to Mr. Dameron, but· Mr. Long. consulted 'vith me about
every step of it, I suppose principally because while I 'vas
sole counsel for the Virginia Trust Company that mortgage.
of May 1, 1920, was put through. When the negotintions
about the sale of the first mortgage bonds to ~1r. Dameron
came up, one condition that the purchasers imposed 'vas that
've should agree that in case they did purchase them, we
should resign as trustee if and when requested. Neither l\!r.
Long nor myself looked at the mortg·age and discovered that
both the bonds and the $40,000 note were secured in one mo:r:tg·age. vV e were both under the impression that there was a
first mortgage securing the first mortgage bonds, and a second mortgage securing the second mortgage n.ote. We agreed
to t.he condition about resigning in ignnorance of the fact tl1at
both the first mortgage bonds and the second mortgage note
were secured under one instrument.
Q. Do you remember that when I first told you that 1\fessrs.
Swink and Gresham wanted you to take steps as trustee to
prevent waste in cutting the timber, you and 1\fr. Long made
a very extensive search for our second mortgage, saying
that it must be there t
·
A. I do.
page 420 } Q. ·Do you remember that it was some time
later when you discovered _that our note was secured by the same instrument Y
A. That is absolutely a fact.
Q. Coming back to this question of accon~odation paper,.
you attended to this transaction in 1920 yourself, did yon? ·
A. I did, sir.
Q. Was there any understanding that it was an acconwda.tion note, as yon uuderstand.the term in the law of negotiable
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instruments, affecting this $40,000 Granite Hall Farms Corporation note?
A. Nothing in the world. We. had joint obligations of the
Granite Hall Farms Corporation and 1\ir. Paschall for
amounts in excess of the amount secured under this present
mortgage, and the present mortgage was nothing in the w.orld
but a refinancing and a. reduction of the prior existing ·indebtedness of Mr. Paschall and the Granite Hall F·arms Corporation.
Q. And you took the four $15,000 notes of Paschall with
those various collaterals in settlement of the· transaction, so
that you would actually have value behind the indebtedness
of Paschall?
A. Absolutely.
Q. .And they received full consideration for these bonds by
paying off the old mortgage Y
A. Absolutely.
.
Q. 11r. Jackson's testimony, he not being a.
page 421 } lawyer, seemed to develop some differences between your previous testimony and his testimony.
I believe he stated that Mr. Charles Watkins's statements in
his letter of September 9, 1920, are correct. Have you read
tha.t letter Y
A. ·Certainly, and that letter is correct. .
Q. And you are familiar with the terms under which tlte
Virginia Trust Company got the bonds and notes which are
mentioned in that letter as canceled¥
A. Yes, sir.
Q. And you know that the Granite Hall Farms Corporation
got full consideration for those bonds and notes at the time
they were given to your company?
A. Yes, sir, undoubtedly.
Q. Why was it that, as a lawyer and as an officer of the
Virginia Trust Company, you advised 1\{r. Jackson to have
a public sale of this colateral that ~Iessrs. Swink and Gresltam bought, if you did so advise him~
A. I did so advise him, and I did so, and .I did so because
I think that banks holding securities ought always to advertise and .sell them publicly rather than to sell them privately,
unless the sale is held with the full kno,vedge and consent of
the debtor. Now in the case of the sale of the securities of
the Savannah River Lumber Company to 1v[r. Boyd and his
associates, that was done at the written request
page 422 ~ of 1\tir. Paschall.
Q. At that time they were threatening him with
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legal proceedings, were they not, unless he procured you to
do that~
.A. They were threatening him with legal proceedings unless it got done: In the sale of the securities which were pure.hased by 1\ir. S'wink and l\ir. Gresham, the situation was entirely different. vVe had no request or aequiescence from
Mr. Paschall, so far as I know or have ever heard, about the
sale of those ~securities; and that being the case, I advised
the Trust Company to sell them publicly. As a matter of
·
fact, I prepared the advertisement for the sale.
Q. You were not acting under ·any agreement between
Swink and Gresham and Paschall, or anything of this kind!
A. No, sir.
Q. You just wanted your money¥
A. Yes, sir. We wrote to l\1r. Paschall, I don't know ho'v
many days before the sale, enclosing him a copy of the notica
·
CROSS EXAl\1INATION.

By 1\'Ir. Buford:
Q. Mr. Gordon, I have not before me right now the deed
of trust securing the first mortg·age bonds and the $40,000
note. Do you recall the date of that 7
A. May 1, 1920.
Q. 1Pollowing the execution of that mortgag·e
page 423 ~ the letter of September 9, 1920, was w1.·itten to
1\'Ir. Paschall by, I believe, ~Ir. Watkins, 1vlan·ager of your Bond Department, the letter I am referring to
appearing on page 17 of your testimony previously givent
A. Yes, sir.
Q. When the deed of trust was made and these debts funded
in this way, the liabilities of the Granite Hall Farms Corporation were represented by the bonds, were they not 1
A. Yes, sir.
Q. And Paschall had his personal liabilities in addition t
A. Well, there were a good many of 'those obligations that
were joint obligations. For instance, there was $75,000 that
\vas represented by three notes mentioned in this letter- that
were the joint obligations of Mr. Paschall and the Granite
Hall Farms Corporation. Now the $92,000 of Granite If.all
Farms Corporation bonds of $1,000 each that were returned,
I cannot say absolutely at this time but I am sure they wer()
also endorsed by l\{r. Paschall, but I will not swear to that at
this time.
Q. The list of securities returned, as indicated by that let-
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ter, shows a larger amount than the first mortgage and the
$40,000 note too 1
A. Yes, sir.
Q.. That must have been satisfied in some other way t
A. Yes, sir.
Q. So when the deed of trust was made on May
page 424 ~ 1, 1920, it secured as a first mortgage first the
indebtedness of the Granite I-Iall Farms Corporation, and then it secured a $40,000 note which was hypothecated for Paschall's personal indebtedness t
A. Yes, sir.

RE-DIRECT

EXA~~INATION.

By Mr. Christian:
Q. Do you know that the four $15,000 notes represented indebtedness that was peculiarly Paschall's rather than the
corporation's ~
A. Oh, no, I didn't mean that at all. I mean to say that
in refinancing the joint obligations of Paschall and Gresham
for the $75,000 mentioned here, it took the form of notes of
Paschall secured by this $40,000 note.
Q.. But you did not make any segregation of the amount
each owed you and take Paschall's notes for Paschall's debt
and the bonds for the Granite Ifall Farms Corporation's
debt?
A. Oh, no, there was no attempt made to do that.
Q. You just happened to light on that form of settlement
of the joint obligations 1
A. Yes, sir.
page 425 ~

RE-CROSS EXAMINATiON.

By ~Ir. Buford:
Q. You would not know which was Paschall's personal indebtedness and which was the Granite Hall Farms Corporation's indebtedness¥
A. Oh, yes, I ·would. 'Vhen Mr. Jackson agrees on a plan
of either making a loan in the banking department, or of
refinancing a loan, he invariably writes out a memorandum.
for me to have, setting forth what is to be done and what it
is to take the place of, so that when I draw the papers I
know what obligations are to be canceled by the transaction.
Q. But you cannot say whether these $15,000 notes of
Paschall's represented his indebtedness of the Granite Hall
Farms Corporation's indebtedness, can you 7

~
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A. Colonel Buford, I cannot go back at this time and gi.ve
you the details, because this thing started I believe about
1912, and I have not made the slightest attempt to look at
our books and see how or to whom the payments were. made
for the original loan. I could do it if it was necessary. ·
RF,..RE-DIRECT EXAJ\iiiNATION.
By 1\Ir. Christian :
Q. But you know that the first loan of all in
page. 426 ~ 1912 was direct to the Granite Hall Farms Corporation secured by bonds?
A. Yes, sir, and at that"'time Granite Hall Farms Corpora. tion owned th~ present land and some land adjoining on the
North Carolina side.
RE-R.E-CROSS EXAMINATION.
By Mr. Buford:
Q. You do not mean to say that the indebtedness represented by Paschall's four not~s, originally of $15,000 each,
was in fact the Granite Hall Farms Corporation's indebtedness, and not Paschall's personal indebtednes;s, do you?
A. No, sir, because I think the transaction of May 1, 1920,
'vas the first time we ever held J\ifr. Pascha.ll 's four notes for
$15,000 each. Theretofore it had either been in the shape
of joint notes of the Granite Hall Farms Corporation and
Paschall, or bonds ·of the Granite Hall Farms Corporation
endorsed by Paschall.
RE-R.E-RE-DIRECT EXAlVIINATION.

By 1\fr. Christian: .
Q. Whatever may have been the arrangement between ~fr.
Paschall and the corporation of which he was President, did
you know 'vhich was accomodating the other, or which was
the recipient of the accmnodation?
page 427 ~ . A. No, sir.
.
Q. In other words, so far as you knew, both
were joint obligators for valuable consideration?
A. Yes, sir, and it was in that shape down to May 1, 1920.
And further this deponent saith not.
Signature of witness waived by consent of parties by counsel.
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The further taking_ of these depositions is adjourned to
Thursday, September 15th, 1927, at 10 o'clock A. M.
(Signed) JNO. B. MINOR, Commissioner.
I

page 428 } OFFICE OF .COMMISSIONER JOHN B. MINOR
Law Building, Eighth and Main Streets,
Richmond, Va., September 15, 1927.
The further taking of these depositions is this day resumed
pursuant to adjournment.
Present: Mr. R. T. Barton, counsel for J\{essrs. Swink and
Gresham; J\1:r. E. P. Buford, counsel for other defendants.
THOMAS GRESHAM,
being recalled, deposes and says as follows:
DIRECT EXAMINATION.
By ~Mr. Barton:
Q. Mr. Gresham, Mr .. Pas-chall states on page 118 of the
depositions that he called your attention to his securities that
'vere with the Virginia Trust ~Company, part of which is the
subject of this controversy. Is that true?
A.. No, sir, that is not true.
page 429 } Q. How did you learn or discover that Mr.
Paschall had securities deposited at the Virginia
~rrust Company~

A.. I discovered it at the Virginia Trust Company's place
of business.
Q. Did you discover it by making inquiry yourself, or did
some one tell you about it 7
A.. I discovered it by making inquiry myself.
Q. Did J\.ir. Paschall at any time tell you that he had such
securities?.
A. No, sir, he never mentioned to me at any time that he
had these securities placed in this way. I knew he had some·
of those securities, but I did not know the fact that they were
at the Virginia Trust Company until I went there and found
out.
Q. On the same page Mr. Paschall states that he had one
conference with you and Mr. Swink in your office with refer·
ence to those securities. Is that correct?
A.. No, sir. Mr. Swink and Mr. Paschall have never been
to my office together as Mr. Paschall alleges, at which time
l1e told me about these securities. No such conversation has
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taken place between 1\fr. Paschall, 1\'Ir. Swink and me there
or elsewhere.
Q. Did J\IIr. Paschall, as he states on page 119, ever tell you
that the $40,000 note in controversy would have to be returned to him, and did you promise him it W(>uld
page 430 ~ be 1
A. He never did.
Q. In fact, 1V[r. Gresham, did you at any time have any
conversation with Mr. Paschall 'vith reference to these securities, or make any agreement with him about them~
A. I have not at any time had any conversation with 1\'I:r.
Paschall, either he and I being present, or 'vith M:r. Paschall,
Mr. Swink and I being present, or with ~Ir. Paschall and Mr.
Jackson or any officer of the Virginia Trust ·Company, or
with anybody else, concerning my relation to those securities
in the Virginia Trust 'Company, or my purchase thereof 'vith
Mr. Swink, previous to the purchase thereof.
Q. You mean the purchase at the public sale?
A. The purchase at the public sale, in the public board 1·oom
down here on ]\.lain street.. Now, understand ~e, in making
that statement, that I do not mean that I did not talk to
people in the ·virginia Trust :Company in discovering this
stuff, but that Mr. Paschall never had .any oral or written
communication with me in the presence of us two, or in the
presence of us three, 1\ir. Paschall, 1\'fr. Swink and I, or in
the presence of any officers or employees of the Virginia
Trust Compa-ny about these securities; and that the discovery of these securities by me 'vas a.t the Virginia Tntst Company; and I did not know that any claim was made by 1\tir.
Paschall for this stuff until we enjoined him from cutting
that timber.
page 431 ~ Q. 1\'Ir. Paschall states on pages 120 and 121.
of the depositions that he traded a 1\ir. Moore
his shipbuilding stock for certain Piedmont Light and Power
bonds, and follo,ving this trade you requested him to make a
· similar trade for you. At that time did you or did you not
own any Piedmont bonds~
A. I did not own anv Piedmont bonds.
Q. On page 123 of these depositions Mr. Paschall states,
with reference to the Hamilton Ridge Lumber Corporation,
that he endorsed a ~Ir. S'wann 's notes as an accornodation to
you. Is this correct T
A. No, sir, that is incorrect. I owned an interest in the
Hamilton Ridge Lumber Corporation, but I was not a prnctical operator in that and had not run a big sawmill. l\{r.
Swann was in the active sawmill business, and Mr. Paschall
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wanted him to be President of the Hamilton Ridge Lumber
Corporation, and he agreed with me that if I would sell my
interest in the .llamilton .Ridge Lumber Corporation for what
I had put into it plus six per cent, he believed he could negotiate the trade, provided he got $10,000 for negotiating the
trade, and any amount over $10,000 profit above my input
price and interest was to be divided between us in the relation of one-half of said profit to me and one-half to him.
~Ir. Buford: That was Hamilton Ridge~
vVitness: That was in regard to my stock in
page 432 r the Hamilton l{.idge Lumber Corporation.
By !tir. Barton:
·Q. For what reason did he endorse those notes, if he did
endorse them~
A. I don't remember about his endorsing those notes of
~wann; I don't know whether he did, or not. As ~Ir. Paschall
says, ~1r. J. S. Newell wanted to buy ~Ir. Swann's interest,
who was then dead. l\Ir. Newell was not a man of property
and I declined to sell to 1\:lr. Newell unless ~Ir. Paschall, who·
had been the beneficiary in the other trade, would endorse
J\tir. Newell's paper, which was made a subject of contract
and signed by both of us.
Q. 1\Jir. Paschall further states on the same page that if· he
ow·es you $140,000, most of it is bound to be on account of the
IIamilton Ridge Lumber Corporation, because the small notes
on which you were acc01nodation endorser for him had ample
collateral. Is this correct~
A. That is correct in so far as it had relation to the Hamilton Ridge Lumber Corporation in toto. As a matter of
fact, many of the notes that I paid for l\fr. J. R. Paschall were
for an amount that he engaged to put into the corporation as
an original purchaser of that stock; $24,000 of which I paid
that 11r. Paschall was to put in as an original purchaser of
that stock, that I had nothing to do 'vith. That was paid to
the First National Bank of Pittsburg by me, from
page 433 r which I never received any benefit or could receive any. Sixteen thousand five hundred dollars
at this same institution I put a;t the Church Hill Bank, which
was afterwards taken over by the Planters Bank, and I paid
it to the Planters Bank after much difficulty because I didn't
have much money. I haven't paid the entire $24,000 yet, but
I am paying it as I get the money and I have paid it down
to $8,000. Three thousand dollars of a like amount is at
the Citizens Bank of \Vest Point; all of which was to pay
for :Nir. Paschall's purchase of the stock, out .of which I could
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·not have gotten any benefit. Twelve thousand dollars at the
First National Bank of Richmond in the same way. In addition 1\ir. Pasc.hall owes me $33,000, given me in settlement,
on which I have never dra,vn any principal or interest; making in all $80,000 which I have paid out of my grime_ and
sweat,_ paid his debts without one hope of ever receiving one
penny. All paper that lVIr. Paschall was on for me was paid
at one hundred cents on the dollar by me ..All paper that I
'vas on for Mr. Paschall was paid at one hundred cents on
the dollar by me. I paid both hi"s debts and my debts at one
hundred cents on the dollar. I say I paid them; I paid them
or have -put up my own private collateral to pay them and
'vill pay them as soon as the collateral can be realized on or I
· can get it in any other way.
page 434 ~ Q. I hand you what purport to be seven notes
signed by Mr. J. R. Paschall, all dated November
1, 1920, payable to your order, one of the notes being for
$3,000 and the remaining notes for $5,000 eac.h, and ask you
.to file these notes as your Exhibit Gresham #2-, and to state
if these notes represent an indebtedness of 1\Ir. Paschall to
you which he has never paid and which is now due and owing
you?
_a. Yes, sir.
Q. I observe that there was placed as collateral security for
these notes stock of the Hamilton Ridg·e Lumber Corporation.
Did you realize anything from this collateral~
A. No, sir. The Company was hopelessly insolvent, did
. not bring enough to pay the first mortgage debt.
Q. I also hand you what purports to be a note signed by
you, the signature of which is partly torn, dated July 19,
1923, payable four months after date at the First National
Bank of Pittsburg for twenty-four thousand dollars, and ask
you to file it as Exhibit Gresham No. 3, and to state wha.t
that note represents.
A. That note represents the original purchase price in 1912
.or 1913 of lVIr. Paschal_! 's stock in the Hamilton Ridge Lumber Corporation, for which he gave that note to the bank
with my endorsement on it, and they called on me and made
me pay it. I also have some letters sho,ving that interest sent
by lVIr. Paschall to pay on that note was sent by
pnge 435 }- checks which were not honored. I refer to it
here: "collateral is note of J. R. Paschall due
7-19-23, endorsed by Thomas Gresham, C. Boice, secured by
344 shares of Ifamilton Ridge Lumber Corporation.'' That
is the note I referred to that I paid in the First National
Bank of Pittsburg, that I have paid or given stuff for.
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·Q. Do I understand that you gave that note to take up
Paschall's note?
-·
A. His private, .individual indebtedness.
Q. Private, individual indebtedness of whom to whom?
A. To the First National Bank of Pittsburg, Pennsylvania.
Q. Paschall's indebtedness to the bank?
A. Paschall owed the First National Bank of Pittsburg
for the purchase of stock in the Hamilton Ridge Lumber
Corporation, and got Mr. Boice and me to endorse his paper.
.Boice had a good deal of other paper in Pittsburg that was
not functioning and. the bank made me pay it. I put up outside collateral· and my life insurance for $25,000, put up by
me and my boy to keep them off me. At the time I could
Ttot stand the pressure of Mr. Paschall's and my own debts.
Q. Did Mr. Paschall ever pay you any part of that indebt-edness, or is it all still due you?
.
A. I don't know whether Mr. Paschall claims a credit. If
he claims a credit on that indebtedness of $5,000, or $5,500,
1 will be glad to allo'v it.
page 436 }- Q. Out of what did that credit arise?
·A. 1\fr. Paschall said that in a hotel in Richrnond that he told me about recouping what I lost by him
from securities that were 'vith ex-Governor Stuart and in
the American National Bank. Mr. Paschall owed $37,000 to
a bank that failed in Sa'\tannah, Georgia.· He sent for me.
:and said that he had a great deal of p~operty in that locality,
and that the bank was pressing him, and that if I would get
l1im off of that $37,000, he would then sell me a half interest
in the Kilkenny Club to take up these notes. There were
various endorsers on these notes aggregating $37,000. I was
on a small note, his brother Lee Paschall was on a small note,
Tom Winston was on a much larger note and Warner Moore
was on a smaller note. I went to see Mr. J.VIullen, who was
acting as my attorney, and g,ot him to take up the matter with
the S'avannah people and we bought the claim for $22,000,
reach one contributing ratably to the $22,000 as his liability
appeared as endorser on these various notes. In that way I
became interested in the Bryan Land and Timber Company
that has been talked about here. After my doing this Mr.
Paschall never carried out his part of the agreement, narrwly,
that I was to ree:eive a half interest in the J{ilkennv Clubhis half interest-for these notes. I afterwards bought that
half interest in the Kilkenny :Club from the American Nationa! Bank by putting up my paper and some
page 437 ~ collateral, for $20,000, paying notes that were
made in .my name for the acco'lnodation of Mr.
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Paschall, and $14,500, telling ~fr. S'ands that if ~{r. Paschall
wanted the credit from the notes of the difference between
that and $40,000, he might have the credit. lie never asked
for it; and I want to qualify my statement that if he claims
that I shall not demur to his doing it. That is how I got into
1he Bryan Land and Timber Company first. I afterwards
went to the Bank of Nansemond where he had a note with
some collateral. I tried in .various ways to buy it without
cash because I didn't have any cash, and I finally agreed with
them that I would give them $1,000, pay the interest down to
date and give my note for the balance and promise to pay
my note when it was due. They consented to that; I bought
the collateral_ and I afterwards paid the note. I sold the collateral at the Brokers' Board here just like this was sold,
and no other bidder appearing I bought it in for the debt~
lVIr. Paschall was not present, nor have. I seen him present at
any of those sales.
Q. Did you act as his agent at any of these other sales f
A. I have not acted as his agent in any way for a long timep
Q. Reverting for a moment to the First National Bank
of Pittsburg note, where now are the. $24,000 uf notes of J.
R. Paschall in that matter~
A. I don't know whether they are in that bank, or not. If
there is any question about that, I will be glad
page 438 ~ to submit to the Court the testimony of such men
as L. E. Sands, the President of that bank, one
of the biggest men in the lVIiddle West.
Q. I show you a letter purporting to be signed by L. JD.
Sands, President of the First National Bank of Pittsburg,
and you to file it as your Exhibit Gresham No. 4, and state if'
vou received that letter and to whom it relates 7
.. A. (Examining.) That is his handwriting. :rhat is a letter addressed to me and received by me, and I file it marked
as requested.
Note: Said Exhibit Gres~1am #4 reads as follows:
FIRST NATIONAL BANK
At Pittsburgh, Pa.
Lawrence E. Sands
5-15-23
President
Dear Mr. Gresham
Pas·chall sends checks in payment of discount that have
come back protested, the ''Serious'' C 1 Bonds & Coupons
here defaulted & it looks like the whole thing has gone to the
dogs. If I were you I would get after it as soon as possible.
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We will help yo~t all we can but the inevitable seems to be
nearer. Let me hear from you.
Yours
page 439 ~
L. E. SANDS.
I am drawing on you today for the protested checks in the
fond hope that you can make him provide for them.

S'ANDS.
By 1\tlr. Barton :
Q. To what does that letter relate~
A. r:eo what I just testified to-that the checks sent to pay
interest there 'vere no g·ood, that I would have to pay the interest myself, and that I had better look out for myself as
endorser.
Q. Does it mean that Paschall's cheeks were no good?
.l\.. Yes, sir.
Q. Was it follo,ving the receipt of that letter that you took
up Paschall's note with your note~
A. Yes, it was after that and many other things. I was
being called all the time on that note and was being told that
I was either going to be sued or I would have to make it satisfactory to :Wir. Sands and also the President of the bank.
I was dealing with lVIr. Sands individually and knowing him,
but he was President of the bank also. The result of it was
that I did not take it up with other paper and collateral and
have paid it down to $8,250, which I am going to pay if my
.
individual collateral holds out, and I believe it
page 440 ~ will hold out.
·
Q. You have just referred to a transaction with
Paschall in connection with Kilkenny Club or Plantation, and
the Bryan County land. I hand you a letter signed J. R..
Paschall, directed to you, dated 1\tfay 7, 1923, and ask you to
file it as your Exhibit Gresham #5, and to state if that is
the letter containing your understanding· and agreement with
Paschall relating· to the l(ilkenny property?
A. (Examining letter.) It is.
Note: Said Exhibit Gresham #5 reads as follows:
Richmond, Va.

5-7-23

J\1:r. Thomas Gresham
Richmond Va
Dear Sir:
I hereby offer to sell you one half undivided interest in
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Kilkenny Plantation, Bryan County, Ga., free of debts and
incumbrances and also sell half of the furniture and personal effects in the Club House at forty two thousand dollars provided you will furnish thirty :five thousand dollars
to take up claims brought by Adams & Adams for Savannah
Banks and others. S'aid debts are secut·ed by thirty seven
thousand five hundred dollars worth of Bryan Land and Tunher lands, thirty thousand dollars 'vorth of Ga. Land and
Live Stock Co. Gold Notes, and eleven thousan·d
page 441 ~ dollars certificate of deposit of the Oglethorpe
Trust Company.
Yours truly

J. R. PASCHALL..
By }fr. Barton:
Q. On page 124 o£ his testimony 1\fr. Paschall states that
he put the Hamilton Ridge Lumber -Corporation in Bankruptcy at your request, and that you called at his house in
1\tfecklenburg County. Please state what actually occurred.
A. That is true as far as it goes. I was importuned by many
of Mr. Paschall's creditors 'to go south and find out the condition of the Hamilton Ridge Lumber Corporation and the
eondition of the much acreage that he had down there. I
did so and founcj that many acts had taken place do,vn there
that looked Iik.e bankruptcy. I went with a letter to represent Mr. Paschall's interest and the American National
Bank's interest, and 'vith a gentleman named R. H. Bruce
who has testified here. I not only found the condition grievous, but the mill was idle, no. one had been paid off for a long
.time that amounted to anything. I found that claims l1ad
been made against the property, which I discovered by ·going to the courthouse. Leaving there I went on the Camden
property, the Land and .Cattle Company property which has
.been testified to here, and I found that not only had the taxes ·
.not been paid for a long time, but that some of the
page 442 ~ land had been sold for taxes, and that under theGeorgia law it was a ·grave question whether title
had not been. acquired, as a tax title in Georgia to wild land,
I was informed, ripened in twelve months into a title. I went
to the next courthouse which I think 'vas where the Bryan
Land and Timber Company was, and I found the same cop.dition, that ta~es had been unpaid for some time and everybody was dissatisfied and the offieers were threatening to
sell the land for taxes. I found out the same thing about the
I
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Killkenny property and wll~ is known as the Georgia Land
Company property. I came back and reported it, and in
consequence of that I was requested by many of the creditors
to go to see Mr. Paschall and advise him that it was a ·case
of voluntary or involuntary bankruptcy for that sawmill. I
suggested to the g·entlemen that I would go provided that
ftfr:. Paschall's brother would go with me to break the news,
·which was no pleasant task on my part. We did g;o, and
shortly afterwards Paschall came to Richmond; the thing
went into bankruptcy, was hopelessly insolvent, and I did
not seem to advise him wrongly. ·That is why I went to his.
house and, as he testified, advised him to take that action.
Q. ~Ir. Paschall states on page 129 of the deposition! in
response to a question from his counsel whether he ever made
any demand on you or Mr. Swink for the return of the $40,000 note:
page 443 ~

''Well, I don't know that I ever made any demand. But we had a discussion about it, that it
was to be returned, and the ~xcuse they gave me was that
they bad-not wound up the property. That 'vas some time in
the early part of 1924 or the latter part of 1923."
Did you ever have any such conversation with. :1\{r. Paschall
or make any such statement i
A. Mr. Paschall never asked me about it in any way what- .
. soever and I certainly made no such statement.
· Q. Did he ever make demand upon you for it until this ·
suit?
.
A. He never made any demand on me, and I did not know
he would make any demand, until we enjoined him down there
from cutting the timber.
Q. lVIr. Paschall states on page 143 of the depositions that
he turned over various properties to you and Swink and
Sands, and some to Governor •Staurt. What properties, if
any, did he turn over to ·you?
A. ~fr. Paschall and I have been in business a great many
vears. If lVIr. Paschall means that from the beginning in
i902, about 1~)02, up to the time of this alleg·ed conversation,
've had a great many transactions together. But if he means
that he turned any property over to me out of which I could
get any money he owed me, I cannot recall a single time or a
.
single dollars' worth of collateral or property.
Q. Do you mean that you cannot recall that he
page 444 ~ turned any prope.rty over to you ' after he became involved financially?
\
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A. I cannot recall a single thing. But I can recall that
he has been hostile to every attempt I have made to recover
a dollar of this money that I paid for him. The Bryan
l.Jand and Timber Company he enjoined the putting of the
deed on record. The Sunbury Lumber Company, we tried to
put it in the hands of a Receiver after Mr. Gignilliat tried to
get the sale postponed, and the Federal judge refused, but
h~ invoked the ],ederal court too, I did not.
Q. JYir. Paschall testifies on pa_qe 14:1-4 with reference to a
sacrifice sale of the Camden Land and Cattle Company propert-y, and its resale at an advance of approximately $~00,000.
A. "\V ell, the Camden I.Jand and Cattle Company had, like
all the other properties, some bonds on which no interest had
ever been paid; and in the case of the Camden Land and Cattle Company I think they represented twice the purchase
pric-e of the property, certainly ~- great deal more than the
purchase price. When lVIr. Bruce and I reported that the
taxes had been unpaid for some time, we also reported that
depredations 'vere being made on the timber, cutting of
ties and other depredations. A meeting of the bondholders
was held, more in the nature of a mass meeting, I suppose,
than other,vise; but a meeting was called by somebody, not
me, and through the advic-e of Mr. ~Iullen, of Williams and
M.ullen, and probably with the consent of 1\IIr.
page 445 ~ Paschall-! 'von't _say we did have it-but anyway a credit committee was formed composed of
John T. vVilson, President of the Bank of Commerce and
Trusts,. Glinton L. vVilliams, or Wheat, Williams and Company, brokers, and myself. We tried in all sorts of ways to
sell the property, and finally we did sell it for $400,000. I
have a letter here from Mr. Wilson to Mr. Paschall-}.{r.
Wilson was chairman of that committee-stating something
about the sale, which my lawyer calls my attention to, and if
the lawyer on the other side does not object, I would like to
submit it as showing his attitude and mine at that time. We
sold the property for $400,000 to the Stephens Lumber Company and required him to give personal endorsement; which
action 'vas submitted to and approved by the bondholders.
']~hey paid $100,000 all told on the property in two separate
payemnts. In order to obtain the second payment I haid to
readvertise the property. In all 've received $100,000. We
now are pressing him for settlement of rest, and a payment
of $75,000 is overdue since last April.
Q. I hand you a carbon copy of a letter purporting to be
signed by one John T. Wilson, directed to J. R. Paschall at
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Tampa, Florida, and ask you to file it as your exhibit No. 6,
and state where you got the letter.
A. (Examining) This letter is a reply to a telegram, signed
by 1\ir. vVilson, Chairman of this committee, he doing the
writing, with the approval of "T. C.", Thomas
page 446 t Gresham, and "C. L. W. ", Clinton L. Williams.
Those are my initials and Mr. Williams's. The
letter was dicta ted by lVIr. Wilson.
Note: Said letter is here :filed as Exhibit Gresham
reads as follows:

#6, and

May 6th, 1925.
l\Tr. J. R. Paschall,
Tampa, Florida.
Dear Sir:
Referring to your wire of the 5th, in which you state that
I certainly must have forgotten a promise made to you, I
have no recollection of having made you a promise of any
kind, and feel certain that you are mistaken in this.
As to my being the moving spirit in having the Floyd Neck
property advertised for sale, you are mistaken about this, as
thiA. uA this is the unanimous instruction of the Oomm.ittee
who are representing the Bondholders, "'..ho are secured by a
mortgage on this propeity.
Neither you nor youi· company has even thought enough of
this property to pay the taxes on it, and the Bondholders
Committee has had to furnish the money to pay past due
taxes.
Also we have had several live prospects for the sale of this
property, and in each instance we have been adpage 447 } vised tbat you have stated to the parties that we
have no· authority or right to sell the property
and that it could not be sold except by you.
You cannot expect your creditors to wait indefinitely to try
and liquidate properties of this kind, and the Bondholders
Committee feels that it has given you ample opportunity to
protect your interest in the sale of this property, aid it is
obliged to move along these lines now for the best interest
of thP. Bondholders, and you have been advised, and I am
advising you again, that we shall sell this property on the
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2nd day· of June at the Court House door in Savannah, Georgia.
Yours

~ery

truly,

'JOHN T. WILSON,
Chairman,
CO T. G. Bondholders Protective Committee
JTW-g C. L. W. Camden Land and Cattle Company.
.BY Mr. Barton:
Q. Was that letter dated by 1vir. Wilson at the instance
of yourself and Mr. Williams ~
A. It appears to be dictated by us because our initials appear on the· letter, but it was approved by me.
Q. Mr. Paschall states that he was seeing you every week
during the ·summer of 1923, by reason· of the fact that you
"rere one of the trustees in the Hamilton Ridge Lumber Corporation's bankruptcy proceedings. Is this true?
page 448 ~ A. Mr. PaRchall did Ree me two or three times
during tba.t year. I don't recall but three times.
He may have· seen me more. I don't say he did not see me
more than three times about the Ifamilton Ridge matter, but
not a. great many more.
Q. Was it only about the Hamilton Ridge matter that he
was seeing you at that timeT
·
A. Yes, sir, only about that matt~r, and he broke off relations and left.
Q. How did you learn that Mr. Swink had an assignment
in the equities held by the Virginia Trust Company T
A. I learned it at the Virginia Trust Company 'vhere I
went to make inquiries, as I did at the other banks., abont (l()l.lateral out of which I could hope to recover.
·
Q. Mr. Paschall states on page 172 of the depositions that
he had you and Mr. Swink present at the.public sale of_ those
securities to represent him. Is that correct?
A. No, sir, it is not correct.
Q. Did you represent Mr. Paschall or anybody other than
yourselves 1
A. Mr. Swink and I went down to the sale to represent ourselves and got Mr. Edgar Allen to do the bidding for us.
Q. Did Mr. Paschall ever tell you 1 in the presence of Mr.
Swink, or when you were alone, "That is a mortgage on my ·
home and it must be released", referring to the $40,000 noteOZ
A. He never did.
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Q. On page 176 of the depositions Mr ..Paschall
accuses you of trying to sink the value of the
securities that you acquired at the public sale by
the Virginia Trust Company. Did you yry to sink their
value?
A. I did not try to d·o it, and I can conceive of no motive
on earth why I should sell securities tha~ I paid for at less
than I could get for them.
Q. Was it, or was it not, to your interest- to make these
securities bring the highest price possible?
A. It was to .my· interest to make them bring the highest
possible price. I 'viii say this much: that since Henry Ford
bought 15,000 acres in fee simple in that imme(liate locality,
all the land that has been sold since has brought a great deal
more money than it did before. He had not bought before the
time we sold. The bonds of the Sunbury Lumber Company
. were sold before that and since that, and they broup;ht a good
deal more after he went down there and )1onght 15,000 acres
of land in that locality and the rumor went all over the countrry that he w.as going to grow rubber in that eastern tidewater section of the United States. ·
Q. When did Mr. Ford buy?
A.· I can't tell you that. It was some time subsequent to
that sale. I did all of this sacrificing before he bought any
land down there. I discovered it maybe the next summer;
· anyway some time after, after he took an option
page 450 ~ and I went down to sell and did sell some of that
land of the Bryan Land and Timber Company,
owned by the Belfast Timber Company composed of Henry
C. Stuart, Ivirs. :Niax Braswell, T. S. Winston and myself.
Q. Did you, prior to or after the purchase by you and Mr.
Swink of the Virginia T1~ust Company collateral, have any
conversation with Mr. Paschall relative to the Bugg note and
what it should be sold at Y
·
A. I never spoke to him about it or he to me.
Q. Mr. Paschall says on page 192 of the depositions that he
fought the sales of the various pieces of property in which
you were interested and in which he was interested, and
raised the prices from time to time. Is this correct!
A. He raised them, yes. I think he bonded the Camden
Land and Cattle Company for twice as much as he paid for
it.
Q. I think Mr. Paschall refers to the foreclosure sales he
fought.
A. Oh, the foreclosure sale of the Hamilton Ridge Lumber
Corporation, ·yes. In one case Mr. Paschall got $25,000 more
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for one piece of property than we 'vere offered for it; he
caused us to get $25,000 more for one piece of the Hamilton
Ridge property for which we were Receivers in bankruptcy ..
Q. Did he cause you to get an advanced price on any other
propertyt
A. No, he did not. I would like to explain that
page 451 ~ further }f there is no objection.
~rhe

Commissioner : Go ahead.

\Vitness: A good piece of the property ·laid in· Georgia,
across the Savannah River from the parent mill which was
in Sout4 Carolina. The. property was bought by me individually before 1912 for around eleven or twelve thousand
dollars, certainly not more than $15,000. This property had
never been touched. It had been pillaged some, because all
cypress in the Savannah River swamps is pillaged anywhere.
near Savannah. It was a good piece of timber. As Receiver
in Bankruptcy two agents came to me in Savannah, Georgia,
and said that they could get $100,000 for this property. I
felt like, being on the opposite side of the river from the mill,
considerably remote, it was a good price. I went to some
trouble, I asked them to do their best to sell it, and said that
I would recommend a five per cent commission in case of a
sale. ~Ir. Paschall was not getting along with us as Receivers. He had undertaken to sell the various properties and
we could not agree with him about his expense account and
other matters, and he was not at this time actively eng~ged,
as far as I know, in trying to sell the property. He got some
people to. offer $10,000 for the property without commismission, which was $5,000 more than the Savanpage 452 ~ nah offer. As far as I was concerned, I was in
favor of taking the $100,000 offer made by Mr.
Paschall's clients in preference to the $100,000 offer with a
five per cent commission, because it was better for the creditors. But while we were conside~ing this offer, other offers
came in, and 've finallv sold the property for $125,000. When
it was sold for $125;ooo, as many as three or four people
sprung up and said they sold it. But 1\{r. Paschall's suggestion to take it for $100,000 without commission of five per
cent, or getting somebody to offer $5,000 more, was the moving cause in keeping it off the market until. somebody came
along and paid $12.5,000 for it. I regarded it a.s the best sale
of any piece of timber in the South. He is entitled to full
credit for that. That was, however, strictly a court matter;
we couldn't sell it without he consent of the Referee, and all
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that; but still he did what I said, he made it possible for us
to sell to other parties for still more.
rrhere was another case in "rhich we sold what was called
the Northern Holding·s of the Hamilton Ridge Lumber Corporation, and he objected to it so strong·ly tha.t we had a
meeting before the Referee in the Po~toffice Building, and
the sale made by us was consummated. Those are the only
two that I know of.
Q. On pages 196 and 197 Mr. Paschall testifies about a
statement that you arc supposed to have made to a Mr.
Parker 'vith reference to taking a farm from Mr.
.
page 453 ~ Paschall. I suppose he refers to the Granite Hall
Farms .property. Please state if you made any
statement to ~Ir. Parker or lVIr. Paschall that you would not
take the farm from him.
.
A. I don't remember making any statement to Mr. Paschall
or l\:fr. Parker about my taking the farm. I had no right to
take the farm at any time previous to the purchase of thesecurities. After the purchase of the securities I always felt
that I had a right to comply with the law in the matter of foreclosure.
·
· Q. Do you know of any effort that was made by lVIr. Paschall prior to the sale of the Virginia Trust Company securities to obtain funds with which to purchase these securities
himself at the public sale?
A. I do not know of any of my own knowledge. I have
some hearsay information that I believe everybody would object to my stating.
CROSS EXAMINATION.

Bv Mr. Buford:
·Q. ~[r. Gresham. when did you say that you commenced
business with 1\fr. Paschall?
A. I don't krl.ow that I stated the exact date because I
don't remember. I left Norlina in 1900; it must have two
years after that, maybe three. It 'vas before
page 454 ~ 1904, I know.
Q. IIow long did you continue in business with
him?
A. Well, as partners 've had ceased to do business for several years, as much as hvo or three anyway, before the beginning of this controversy. I may have been co-stockholder
with Mr. Paschall, I don't know whether he and I had the
same stock or some of the same stock in anything, but I expect we did, I don't recall that there was, of the many cor-
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porations that we had been interested in together. I remember that some time before any of this trouble I had written 1\:fr. Paschall a letter at the suggestion of 1\:fr. Mullen
not to use. my name. We had a blanket po,ver of attorney.,
and I wrote him not to use my name and I 'w·ould not use his
name. I thought that was fair to both ~ides.
Q. Sta.te as nearly as you can when you ceased to do business with Mr. Paschall as his partner.
A. Well, I would say it was before his serious illness down
there in Georgia. It was right around 'the time that he gave
me these notes, .when we had a final settlement. Those notes
are a little over five years old.
Q. Those notes which were filed as vour exhibit No. 2 today?
·
·
A. Ye·s, sir. I don't remember the number of the exhibit
hut they were filed today.
Q. After the cessation of your operations wjth
page 455 ~ him as part_ner. did you continue to be interested
with him in the various corporations you have
mentioned in your testimony?
.A. I may have in a very small degree. · I can't recall just
now any one, but I 'vould not like to make the blanket statement. There might be some little matter. But we were not
doing business together.
Q. What was the general nature of the business that you
and he conducted as partner.s?
A. What is lmown as the timber business. We started out
speculating in standing timber.
Q. And in land?
A. Yes. ·and then we bought a two-thirds interest in the
Wingo, Ellett and Crump Shoe Company. and "re bought an
interest in the Richmond Structural Steel Company; but we
'vere most concerned with timber.
Q. Did you and Mr. Paschall devotc:t most. of your time to
that business?
.
A. No. '\Ve both had private business, but each of us devoted a good deal of time to. that business.
0. What other business did he have?
A. He ran a store in \Vise ·for livelihood when I first met
him. He owned an interest in his farm which afterwards
became the Granite Hall Farms Corporation.. and
page 456 ~ he gave me an interest in it. He had other business; how mur,h other I don't know.
}.lfr. Barton: It is understood that all of this testimony
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is introduced subject to our general objection that has already
been madef
Mr. Buford: Yes, and I think that c.an be stated about
'vhat you introduced today, too, that our general objection
applies.
By Mr. Buford:
Q. '\Vhat business did you conduct on your own account
during the period of tl1e partnership?
A. I did not conduet much on my own account. I was a
partner of J. J\L Jamison; we owned the Norlina. Hotel, at
Norlina, North Carolina; we owned two hotels at Hamlet,
North Carolina, and we owned the controlling interest in the
lease of the Huffins Hotel at Greensbore, North Carolina.
Q. At the time you 'vent into partnership 'vith Mr. Paschall, did you own those various things'
A. At the time I went into business with him that was a
partnership; Mr. Jamison and I o'vned each in equal ration
those things.
·
Q. Did you o'vn all of those properties at the time when
von went into business 'vith J\fr. Paschall!
page 457} ·· A. Yes.· The Norlina Hotel we built. I would
not have met Mr. Paschall in all likelihood if we
had not built that l1otel and· moved up there. The first Hamlet Hotel was built in 1895 or 1896 to acco·modate the train
travel going south to the Atlanta Exposition, and the Huffins
Hotel had been built and leased some time before.
Q. '\Vere you and Mr. Paschall both men of moderate means·
n.t the time that you went into those enterprises with him T
A. Yes. I think we were both regarded in those times as .
having some property. Money was not as free and easy
as it is now. "\Ve "'ere not rich men, but we were in comfortable circumstances, I reckon I can say, for our line.
Q. Now during- the period of your business operations under the partnership with Mr. Paschall, and as a stockholder
in the various corporations in which you and he were interested, there were so many transactions between you and
l1im that it w·ould take a long time to enumerate and to ascertain the facts with regard to all of them with any degree
of accuracy; is that true?
A. Yes·, ffir.
Q. Now we come to the matters that are involved in the
controversy in tbjs suit. Do I understand you .to say that you
never had any talk with Mr. Paschall regarding the securities held by the Virginia Tru.st Company as security for his
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two notes of $15,000 each, be1:ore or after your
purchase of those securities i
A. I mean to say that I never had any conversation with 1\:Ir. Paschall of anv na,ture or kind whatsoever
with regard to that collateral being· attached to that note and
all of it being secured as it was thereunder. Yes, sir, I mean
to say that emphatically. I knew that Mr. Paschall owned
some of these collaterals, but I knew nothing about his arrangement with the Virginia Tr1;1st Company concerning
them.
Q. And yon say that you did not have any talk ''rith lVIr ..
Swink about them either 1 Didn't you get the information
that they were at the ·virginia Trust Company from J\{r.
page 458

~

Swink~

A. I got the information from the Virginia Trust Company, and I went immediately, as soon as I could go, to Mr.
~;hvink's office and consulted with him about it; and I did not
have any information about them from 1\:Ir. Swink previous
·
thereto.
Q. Is it the custom of the Virginia Trust Company to dis. close to a third party the notes and collaterals deposited· as
security by its customers~
A. If you mean by that, do I know the customs of the Virginia Trust Company in doing business, I can reply to you
that I do not. I do not know their customs. I take it that a
custom would be something that they frequently
page 459 ~ did. I never asked them this question before, and
I discovered this by asking it. It \Vas a matter
of public notoriety afterwards; when they were advertised
everybody knew it.
Q. Tell us exactly \V'hat conversation you had with the officers of the Virginia Trust Company, from \vhich you obtained this information.
A. I .knew tha.t Mr. Paschall was not paying me anything
he owed me, and I wanted it. I went to the Virginia Trust
Company just like I did to the A.merican National Bank and
the Bank of Nansemond and others, and asked them if they
had any collateral there that I could buy and probably recoup my losses \vith on unsecured endorsements. That is
the 'vay I discovered it.
Q. Tell exactly 'vhat occurred between you and the officers
of the Virginia Trust Company.
A. I can't tell exactly what occurred, hut I found out they
had some colhtteral there and they wanted to c.ollect on it,
and I went to see Mr. Swink. He not only had some notes
and some security, but I found out that he had this claim,
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and I w'ent there and asked him if he 'vould c.ome in with. me.
lie and I discussed the debts that 1Yir. Paschall owed us then.
Q. What officer of the Virginia Trust Company did you intervie'v~

A. I don't know 'vhether I interview Mr. Jackson and Mr. Gordon and nobody else, or not. 1Yir.
Scott may have been present. I think I interviewed one or two of them. I probably interviewed Mr. Jackson, to whom I usually went, and probably he called in somebody else. That is where I got my information.
Q. Did I understand you to say that you also obtained. the
information from the Virginia Trust Company that 1Yir.
Swink had the paper which is copied on page 85 of the depositions, purporting to be an assignment made by Mr. Paschall
to him of the equity in the Bugg note and the Piedmont Light
and Power Company l10nds 1
A. l\fy answer to that is that I obtained the information
that :Nlr. Swink claimed au interest in these securities after
the Virginia rrrust Company was paid, but that I did not
know that this letter was then in existence, because I did not
probably ask further than to know that Mr. Swink had a
claim.
Q. You Iiave not told me much about the actual conversation which you had with the officers of the Virginia Trust
Company.
A. \V ell, I don't know. If you ask me some qnestion about
that, probably I can answer it. I went there to :find out a certain fact, and I found it out. The exact verbiage of the conversation I am not going to try to give.
Q. I did not ask you for the exact -..;rerbiage of
page 461 ~ the conversation, but I would like for you to tell
me the general purport of the conversation.
A. The general purpose I can tell you better than the general purport. The general purpose of going there was to
find out if there \Vas any collateral there from which, if I
could buy it, I could rec.oup some of the money that Mr. Paschall owed me. The purpose of that conversation was to find
that out, and I found out that there were collaterals there
belonging to .n1:r. Paschall, and Mr. Swink made a claim
through a writing, or orally, I think it was written, that his
interest should appear, as he claimed after Jackson. I then
went to Swink to find out something about it.
·
Q. Was your inquiry addressed to Mr. Jackson, President
of the Virginia Trust Company?
A. My 'impression is that it 'vas, as to Mr. Sands of the
American National Bank. I usually try to go to the head.
page 460

l

~
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Q. What information did Mr. Jackson impart tn you?
A. ::1\tlr. Jackson imparted to me that },;fr. Jackson owed
him some mo_ney and he wanted to collect it.
· Q. Was that all~
A. All I know.
Q. Mr. Jackson's. information, then, was not at all responsive to your inquiry, was it?
A. It was very responsive. I wanted to know
page 462 ~ if he had dents there with collateral and I found
that out.·
"Q. You wanted· to kno·w from 1\ir. Jackson, as you said a
\vhile ago, whether they had any collateral securities that
~-on could by ~
_
A. That I could buy, yes; that if I satisfied the conditions
that existed, I could recoup my losses from.
Q. What did ~Ir. Jackson tell you in response to that'
A. 1\{y recollection is-I don't recall the exact words of
l\1:r. Jackson. but I discovered in that bank from him that this
claim was there.
Q. What claim was there?
A. The claim of the first mortgage on that farm and the
second mortgage on that farm and all of this collateral \Vas
there.
Q. There ·with what?
A. Mr. Paschall's notes.
Q. Notes amounting to $30,000?
A .. No. I think he told me, or somebody told me, that there
was a first mortgage on the farm for something like $50,000
principal and interest. I didn't ask exactly what 1\fr. Jackson
had. I wanted to know the total and kind of the securities to
see whether I wanted them, or not.
Q. Did you ask 1\{r. Jackson if there was anything there
that you could buy, by paying off 1\fr. Paschall's
page 463 ~ liabilities?
A. I may have done so. I expect I did. I was
willing to do it if I could make anything.
Q. Yon may have asked him that~
A. Yes.
•
Q. If you did ask him that, wha·t answer did he give 1
A. I don't know whether I asked him that and I don't know
what answer l1e gave. I am not going to set up a supposititious case here on my testimony unless the Judge makes me
do it. ·
Q. Did you ask Mr. Jackson to give you a statement of Mr.
Pacchall 's liabilities to the bank for which these collaterals
were held as security~
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A. I found out in that bank that the collaterals were there~
and from \Vhat I found out about that collateral I thought
there was something I could recover, and I had to go to see
J\llr. Swink.
Q. Was it your idea to buy them directly from the hankY
A. I don't believe I would have bought from the bank dire~t unless I had been advised by my attorney that I had a
legal right to do that.
Q. Then what did you have in your mind~
A. I had in mind the collection of what Mr. Pashcall owed
me.
Q. How were you going to do that?
page 464 ~ A. I was going to do that under the law and according to the dictates of my conscience.
Q. Did your concience dictate any particular line of conduct at that time?
A. Yes, sir. I had boug-ht some stuff from the Bank of
N ansemond and I had bought some stuff from the Bank of
}Jmporia just along this line.
Q. And you boug·ht directly from those banks Y
A. No, sir. I bought at a sale. I bought according to the
advice of my attorney in what was the legal way in order to
avoid any controversy.
Q. You bought from the Bank of Emporia and the Bank
of Nansemond, you say.
A. Yes, sir.
Q. 1\t public sales f
A. Yes, sir, public sale by the Bank of Nansemond. yes,
sir~

Q. liow abo'ut the Bank of Emporia~
A. I didn't buy at public sale there.
Q. Did you buy direct from the bank?
A. Well, no. ~1r. Pasc.hall owed $7,000 to the Bank of Em-poria, upon \vhieh I was endorser. He had a note there for
$5,000, I think, of the Georgia Land. Company; it was ~some
company, one of his many companies; I think Warner Moore,
C. Boice and T. S. "\Vinston were on it; making
page 465 } $1.2,000 of obligations. I \Vas endorser on $7,000
of it. Neither had any collateral, but there was
$10,000 of general collateral there. I went down and bought
both the notes and the collateral and came home and divided
the collateral according to the debts. This debt of $5,000
obtained five-hvelfths of the collateral, and my debt of $7,000
obtained seven-hvelfths of the collateral.
Q. What was the par value of the collateral compared with
the deht?
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A. The par value of the collateral was $10,000; the debtswere $12,000. As a matter of fact, the collateral was worth
about $5,000. I got a credit. ~rhat debt of $7,000 had a little
collateral.
Q. When you went to the Bank of N ansemond, they had a
public sale~
A. No, they didn't have a public sale. I bought the collateral and then, on the advice of my lawyer, I advE:!rtised it at
public sale and bought it myself. I did it myself that time
just as the Virginia ~rrust Company bought it this time.
Q. When you went to the Virginia Trust Company, did you
have the idea that you would pay off the debt and buy Pas- .
chall 's notes and collateral too!.
A. J\IIy idea was to do anything· I could under the law to
collect what l\fr. Paschall owed me.
page 466 ~ Q. Did you discuss with Mr. Jackson the
method by which you were to acquire these sceuritiesY
A. I don't remember discussing the method. The method
was my own. I don't remember discussing it with him.
Q. Going there to see him. with this object in view, would
you not naturally discuss with him the method by which your
purpose would be carried out¥
A. Maybe I did. I did 'vhat I thought was to my best interest at the time in discussing the matter with Mr. Jackson.
Q. Now you are unable to give the Commissioner any in-

formation as· to what lVIr. Jackson said would be the method
0f procedure t
A. I am able to give the Commissioner all the information
tny testimony contains. I went there, interviewed Mr. Jackson and discovered that these notes and colla.terals were
there. I 'vent out, and when they 'vere put up at public sale
I bought them.
Q. Did you have an agreement with Mr. Jackson, or any
statement from him, that he was going to put them up at public sale~
A. I would not say whether he said he was going to put
them up at public sale, or not. I had no statement from him
that was binding on him. I had the statement from him that
he bad the stuff and wanted his money as well as
page 467 ~ I recollect.
Q. I recollect asking either you or J\1r. Swink
on a previous examination if you could file a. statement sho\ving exactly what was realized on the Sunbury Lumber bonds,
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the Piedm~nt Light and Power bonds and the Bugg note.
Can you give us that information now!
A. Yes; I have it here in the papers and it can be gotten.
:1\'Ir. Swink kept the books on that, they are his figures.
,
Q. Can you state approximately what amounts you and
1\tlr. Swink realized on those securities?
A. I think, not counting our time for anything, we realized
about $3,600, or around there, but I would prefer· for the
figures to speak for themselv~s because they are accurate and
I cannot carry all of those :figures in my mind.
Q. That 'vould make, then, about $7,200 in excess of the
amount of your bid~
A. Yes, sir, if that be the right figure.
Q. How were those profits realized~
A. rl,hey were realized by the sale of the Bugg noteQ. ],or what amount~
A. Seventy-five hundred dollars. Wait. Seventy-five hundred dollars; my recollection is that he paid $5,000 cash and
gave us $5,000 of bonds of the Piedmont Railpage 468 ~ way for the $2,500 additional to the $5,000.
Q. Now what 'vas realized from the Piedmont
Lhtht and Po,ver bonds~
A. Nly recollection is that they 'vere sold at fifty cents
on the dollar.
Q. 'VVho became the purchaser'
A. I think a bank or an individual in Philadelphia by the
name of Seabreeze.
Q. Did they pass entirely out of the possession and ownership or you and ~Ir. Swink by that transaction?
A. Yes, sir.
Q. You and 1\{r. Swink, then, realized about $17,500 for the
Piedmont Light and Power Company bonds Y
A. Yes, sir.
Q. Then what was done ·with the Sunbury Lumber Company bonds 0/
A. vV e got $35,000 of the Sunbury Lumber Company
bonds, and one day, while I was in Savannah getting a shave,
a fellow by the name of Williams told me that a hotel man by
the name of Green had said that he would give three dollars
an acre for the property. I told him we could not take $3,
and any offer we accepted we would give him five per cent
commission on it.
.
Q. Do you mean that you got $35,000 for tl1e Sunbury Lumber Company bonds Y

3.\8

Supreme Court of Appeals of Virginia.

A. No, and I didn't say that either. I said we
page 469 ~ were offered $3 an ac.re for the land. I then wrote
to Governor Stuart who had, I think, $14,000 of
the bonds. I went to see 1\1:r. Sands who had some of the
bonds, I don't know how many but he had some, probably
$20,000; I don't know ho~v many. I then· wrote to Mr. R.
G. \Viggins, a man who operated our mills and had some,
and I saw Mr. Swink. After getting their consent, the consent of all the bondholders that I knew·, which was 83 :90ths
them, I had a meeting with 1\{r. Green, and I got Mr. Swinlt
to go with me down there, and we sold our bonds to Mr. Gree11
on the basis of $3 an acre, whic.h we thought was 16,000 acres;
but by checking up the deeds or some other method, I don't
remember· the method, 'vas 14,000 and some hundreds of
acres. We finally got for the bonds $45,000, less five per cent
commission to the man who brought us the customer.
Q. vVha.t percentage was that?
.
A. Well, it was $45,000, and I represented $8,000 of the
bonds. But we had to pay the taxes and we carried it for
some long time and we had to pay interest on those notes to
,Jackson, so that our real return was not as much a:s I said
just now. That was in gross.
·
Q. Now those are the Stinbury bonds1
A. Yes, those are the $35,000 of Sunbury bonds. Swink
and I owned ·$36,000; I think he had one of his own that he
acquired in some way.
page 470 ~ Q. Yon did not have to pay any interest to the
Virginia Trust Company on Paschall's indebtedness after the settlement of Paschall's indebtedness to them
by the proceeds o'f the sale of th~ ·securities when you and
1\Ir. Swink became the purchasers, did you f
A. We gave· $37,000 and some hundreds for this property,
and we borrowed the money, and "re paid interest on that
money tmtil ·we finally got a settlement, which 'vas as much as
six per ceut all the time. So the net return on those bonds
'vould be what we g·ot less the cost of carrying the obligation
for the time we carried it.
Q. In other words, when you speak of interest you mean
interest that you had to pay on the money you borrowed with
,,.,.hich to make the purchase of these securities f
A. Certainly. We had to carry all of those securities until
I could sell them.
Q. Now I imagine that the statement Mr. s,vink will produce will show those figures in detail. "What I understand
from you now is that the gross sale of the bonds of the Sun-
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bury Lumber Company was for about 50 per cent of the par
value of the bonds ~
·
·
·
A. Yes, sir, that is the figured value of the bonds in the
sale, if all the bonds had been in, ~ess the cost of carrying·
the obligation from the time of the purchase from Mr. Jacksonto the date of the sa.le and delivery and getpage 471 ~ ting the money from Green. It is a question in
arithmetic.
Q. In addition, then, to the gross sum of $42,000 realized
on the Bug·g- Note, the Piedmont Light and Power bonds
and the Sunbury bonds, there 'vas the $40,000 note in question that you claim to have become the absolute owners of
too; is that right?
A. Yes, sir, that is right.
Q. Now yon say the Virginia Trust Company let all of
those securities be sold and let you and 1\1:r. .Swink become
the purchasers, when it held those securities and would itself
have been entitled to the excess over the Paschall notes if it
had bought them, and that that arrangement was made with
the Virginia Trust Company and you do not know anything
of the conversations that took place?
A. The sale, Mr. Buford, was advertised in the Times-Dis)Jatch. and we went down to the public sale and bought them.
Now it does tiot seem that I should be required to evolntionize the mental processes of the Virginia Trust Company,
'vhich is presided over by a man who makes a great deal
more money than I do and who knows his ·business. That is
-·wb.at happened, 'vith public knowledge, notoriously advertised.
·
Q. I am not talking about the publicity of th'e advertisementpage 472 } A. 'Vhat are you talking about, then 7
Q. I am talking about the reasons why the Virginia Trust Company should have allowed you and :h{r.
Swink to pick up this bargin.
A. Well, you had J\tir. S ackson on the stand, didn't yon?
Mr. Jackson kiJ.ows their reasons; I d_o not.
Q. I did not have Mr. Jackson on the stand; he was put
on by the other side:
A. -You cross-examined him. I must say that I don't know
the actuating impulses of the Virginia Trust Company. It
is officered by a strong body of directors and owns more
money than any in Richmond. I know they were giving m·e
two for one. I don't know their reasons. I suppose it was
done to save money; he didn't pay interest to ·them.
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The Commissioner: If you don't kno,v, just say you don't
know.
·witness: This is the second or third time he has asked me
· that. I am not a metaphysician; I don't know why Mr. Jackson d~d that, and I don't know why ~{r. Buford asks me the
question, either. I cannot explain a thousand things. Why
do you ask me 1
page 473

~

By lVIr. Buford:
Q. I am not asking you anything metaphysi-

calA. You are asking me why he did something.
Q. I am not asking you that. I am asking you whether
there was some arrangement between you and the Virginia
Trust Company and why the arrangement was made.
A. Read the question.
Note: Preceding question was then read.
Mr. Barton: rrhis question and all succeeding questions
along this line are objected to, for the reason so well stated
by the witness, that he cannot be expected to have knowledge
of the reasonsactuaing the actions of the Virginia Trust Company.
Bv Mr. Buford:
· ·Q. It does not occur to me, Mr. Gresham, that such a result
as this could be brought about without some conversation
between you and the officers of the Virginia Trust Company by which that 'vas done. Do you say that there were
no conversations betw-een you and them Y
A. No, sir, I don't say there were no c.onversations between
m~ and them, and I have not said so.
Q. Was anything said in the conversations that you had
wtih lVIr. Jackson, President of the Virginia Trust Company, or any officer of the Trust Company, 'vith
page 474 ~ reference to what hid the bank would make and
what make and 'vha.t bid you and 1\rir. Swink
would have?
A. Nothing 'vas said by me, and no contract or agreement
or no understanding was made between us with regard to any
transaction except that the bank held this property and could
do what it pleased with it. We did not try to instruct the
bank what to· do with their securities.
Q. I don't think that is an ans,ver to i:ny question. Did
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any of the officers say anything about what they would do at
the sale~
A. No, sir. That was their individual act. The sale and
advertisement was their individual act.
Q. Did they tell you that they were going to advertise and
selU
A. I expect they did. I don't remember whether they did,
or not. But they said they were going to get their money,
and I don't kno'v that they said that in that exact verbiage.
But they led me to believe that they had the collateral and
debts were overdue and not paid; and I went to see ~fr. Swink
so that in case they were sold-I don't know that I would not
have bought them that day privately; if I did; I would have
put them up at public auction just like the bank did, like Governor Stuart did and like John Wilson did, a~d others. Anyway, that is 'vhat was done.
page 475 ~ Q. You have received a profit of approximately $3,000 on the Bugg note, the Piedmont
bonds and the Sunbury bonds; is that correct 1
A. No, sir, I wouldn't say that much. Interest had to be
paid, taxes for several years, and the costs of sale, and that
reduced it considerably.
Q. But the gross amountA. 'rhe p;ross amount would be the difference that the figures disclosed.
Q. About $3,6001
A. Yes.
Q. Did you credit Paschall with that?
A. That is such a general question that I don't know how
to ans,ver it. I didn't feel that I owed it to Mr. Paschall;
the debt he owes me is so much in excess of that, so many
times that, that I jus~ felt that I had collected whatever I
could net out of it to apply on the $80,000 I mentioned just
now on acco1nodation endorsements and other.wise.
Q. If you gave him eredit on your endorsements for him
of $RO,OOO, that wa13 a voluntary act on your part and not a ·
legal requirement, was it?
A. A voluntary act 'vhen it was done, because we were coendorsers, and after I got his name off of all of my paper
and asked him to get my name off all his paper,
page 476 ~ and he had no collateral and the bank was carry..,
ing it and I had to pay it, that was all I could do.
Q. My question was, did you give him credit in any way
for the $3,600, and if you did, was it a voluntary act on your
part?
.
A. I didn't feel that I owed him $3,600. I had bought the
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collateral and sold it. But I am ·at all times-not only then
but now and at all times hereafter-willing, if I ever get
enough out of Mr. Paschall's stuff to settle what he owes me
and to satisfy my labor on it, to give him all that is over.
Q. I am just asking you, if you did give him credit for
it, you were under no legal obligation to do so, but it was a
voluntary act on your part~
.
A. I will answer your question by saying that I felt no legal
obligation to credit him with the money I received from collateral that I bought. But I have regarded my losses as what
I got out of his collateral less the amount of money he owes
me. I recognize no legal claim of J\fr. Paschall for a credit of
that $3,600, having bought the collateral as I did.
Q. That is all I wanted to ask you.
A. All right, then. I am through.
Q. Now .:Nir. Swink exhibited to you the paper purporting
.to be an assignment, which appears on page 85
page 477 ~ of the depositions and which you have read?
A. Yes, sir.
Q. Did you go into this purchase with ~£r. Swink on the
basis of the terms proposed in that assignment?
A. ~o, sir.
·
Q. You did not?
A. No, sir. Without acknowledging whether Mr. Swink's
claim had any right of priority in case 9f a purchase, I proposed to Swink that inasmuch as he had this paper which I
had not at that time read, and I had more experiP.nce than
he did in the handling of these securities, we pool our interests and if 've bought these notes or those securities, that
he assume half the liability and I assume the other half, and
that if w~e made a profit we would share· the profit, and if we
made a loss we 'vould share the loss. · .
Q. Was this paper appearing on page 85 of the deposittions
in force at the time that you and Mr. Swink bought those securities?
.
A. From all the information I had, it 'vas. I don't know
whether I asked whether it 'vas, or not. I just took it for ..
granted that it was.
Q. How did you and :J\£r. Swink ascertain the value qf the
.equity of Mr. Paschall which was transferred by this assignment?.
A. I ascertained for m:y part the value of the
p~ge 478 ~ Piedmont Ligl1t and Power bonds because I understood that they had been sold for fifty cents
on the dollar. I ascertained the value of Bugg's note from
the fact that I kne'v Bugg and that he had worked for me
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and that I knew some little about the hotel business; he was
in that business. I ascertained the value of the Sunbury Lum·
ber Company bonds because I had been interested along about
1905, 1906, or 1907, along there, in the Sunbury Lumber Gom·
pany, and subsequently for some time, so I had some working
kno,vledge of it.
Q. Was the value of the equity the difference between the
amount owing to the Virginia Trust Company by Paschall
and the amount of your bid at the public sale?
A. Was the amount I figured they 'vere worth? ·
Q. Yes.
A. Otherwise I would not have bought them. Yes, sir, I
thought the collateral ·were worth more than the note or
I would not have bought them.
Q. I didn't" ask you that. Read the question.
Note : Preceding question was then read.
·A. rrhe amount of the equity was problematical. No man
could tell at that time what that thing 'vas worth. I didn't
know whether we would have to sue about it. We had not
sold that land. Land was dull in Georgia at that
page 479 ~ time, and while this stuffhas all ben sold, we had
no actual l··nowledge that it would be.
Q. So, then, the value of the equity was not the difference
between what was owed_ by Paschall to the Virginia Trust
Com-pany and the amount of your bid, but the amount to be
realized on the subsequent sale of the Piedmont Light and
Power Company bonds, the Sunbury Lumber Company
bonds and the collections to be made on. the Bugg note Y
A. The equity in this was to be determined in that way,
-ves. We could onlv determine it when we sold them.
Q. When you realized on them?
A. Certainly. Only at the disposal of the property could
we determine whether we had made a profit or a loss on the
transaction.
Q. And whatever was the difference between the amount
so ultimately realized on the securities, and the amount that
you had to put up to satisfy Paschall's notes to the Virginia
Trust Company and your expenses, would be the value of the
equityY
.
·
-A. Wbatever we paid, less what we received, would· be the
net return. We could predicate nothing until we went into
the market and sold the stuff and found out whether we had
made a profit.
w
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Q. You have not mentioned the amount of the

page 480

r equity covered by the assignment to s,vink-

A. There 'vas no question about the assignment so far as S.wink and I were concerned. Swink and I
were dealing between him and me as if that paper did not exist.
Q. I have been trying to :find out ·what 'vas the difference
between the bid that was made by you and ~ir. Swink through
Mr. Edgar .Allen, and the bid made by the Virginia Trust
Company. How much did you raise the bid of the Virginia
Trust Company f
A. That is a matter that I can get for you if you want it.
I will say it was a very, very small amount.
Q. vVas it a dollar?
A. I would say around a dollar. It was low as we could
possibly make it and be a little over them, without going to
some penny trouble to do it.
Q. I did not quite catch the significance of your answ·er
on direct examination in which you referred to a purchase
by Henry Ford of about 15,000 acres of land in Georgia. What
relation has that purchase to the questions involved in this
case?
A. Mr. Paschall mentioned the Bryan Land and Timber
Company bonds and the profit obtained there. The Bryan
Land and Timber Company bonds and property were sold
subsequent to the advent of Henry Ford in the :field down
there. The bonds of the Sunbury Lumber Compage 481 r pany were sold previous to the advent of Mr.
Ford went to Bryan County, Georgia, and bought
property which adjoins for six miles the property of the
Bryan Land and Timber Company. I went to his agent in
Savannah and asked if I couldn't sell Mr. Ford some of the
land of the Bryan Land and Timber Company. He said that
he didn't want to buy any more. I asked him if there were
not some irregularities that he ·wanted to straighten out, and
I did sell him 3,000 acres for $15,000. l\ir. Swink and I had
sold some of that property for $3.00 an acre. That looks like
a big difference, but it was due to Mr. Ford coming there
and buying all of that property. But also the Bryan Land
and Timber Company property had considerable timber on
it, and the Sunbury Lumber Company land had no timber
on it but there was a lease on it for fifteen years with two
years yet before it expired. When we went clo'vn and looked
at the Sunbury property, we found four ground mills, or
small mills, on it. In addition to that they were cutting cord-
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wood and the fences had been torn down to do it, and different waste there, and it had to last two years.·
(~. Who owns the Sunbury land there no'v~
A.. It is o\vned by a man named Green.
Q. You have no interest in it, either as bondholder or land.holder1
A. No, sir. It was a clean sale as far as I was
page 482 }: concerned.
Q. VVho owns the Bryan Land and Timber
Company land~
A. Between three and four thousand acres are owned by
Henry Ford; I have no interest in that. The balance of that
tract is O\vned by ten business men of Savannah, Georgia,
and they arc paying for it according to the terms of the purchase. I have no interest in that.
Q. Fonn whom did they purchase?
A. ~rhey purchased from Tom Winston, Henry Stuart, Mrs.
Braswell·and me, but we composed the Belfast Timber Company. We formed that company after we bought in at public auction sale the land of the Bryan Land and Tim~er Company.
Q. Did Paschall cease to be a stockholder in the Bryan
tand and Timber Company.
A. Mr. Paschall ceased to be a stockholder in the Bryan
Land and Timber Company when Hilton sold the property
under the first mortgage. All of us were second mortgagees,
you understand. A corporation 'vas formed to hold the
Bryan Land and Timber Company, $160,000 worth of second
mortgage bonds were issued for money advanced and other'vise, and ·$40,000 to pay the first mortgage. In some way
those bonds got mixed up; nobody ever fathered the transaction, or ever will, as to how they got mixed up. That· was
before my advent. vVhen they did not pay the first mortgage, Hilton sold it. Through the statement of Mr. Paschall that if I would go to Savannah and settle
page 483 ~ up a rna tter there, he would give me an interest
in the I{ilkcnny property, I became the owner of
the first bonds I had in the Bryan Land and Timber Company, $3,800 t my recollection is that my part of it was $3,800.
Then when this stuff was sold, I had such a Rmnll interest in
it personally-I don't know whether you gentlemen want to
l1ear this, or not.
Q. Did you buy it as one of the bondholders f
A. No, sir, I did not. I bought that as an individual.
Q. You bought at the· sale of the Bryan Land and Timber Company i
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A. I bought at the Hilton sale.
The Commissioner: That means the foreclosure sale under
the first mortgage?
Witnes~: Yes, sir.
By Mr. Buford:
Q. Who else boright with you?
A. }.£rs. Braswell, Governor Stuart and Tom Winston.
Q: How much did you pay for it~
A. $34,000 and some hundreds of dollars.
Q. For all of the Bryan Land and Timber Company land T
.A. No, not for all of it. It laid in two counties, and we
bo~1ght all in Bryan Oounty.
Q~ How much did you pay for it by the acre?
page 484 ~ A. I don't know. We paid the amount of the
mortgage and the interest, that 'vas all we bid,
and they. made the nearest bid.
·
Q. How much profit did you make on the resale?
A. Well, I made more than the others did. But 1\'Irs. Braswell is a rich woman and she represented a. fourth interest;
l\fr. vVinston represented about a. half interest in all the
bonds they had; Lee Paschall had n few of them, Warner
l\{oore had a few of them. The Winston interest and the
Stuart interest agreed ·with me that if I would go down and
buy the property and it did not cost more than $100,000, they
""ould put it in my hands for disposal, or they would dispose of it the best they could, and whatever it brought more
than $100,000 I was to share. in one half of the profits in
their interest; so I made more out of it than they did.
Q. Row much did you make?
A. Well, we haven't gotten all the money yet.
Q. vVhen you get all the money, how much will you makef
A. There are $200,000 worth of bonds. vVe will probably
make enough to make our bonds and interest 'vorth 75 cents
on the dollar.
Q. In dollars and cents what represents the profit on that
transaction?
A. The profit on that transaction in dollars and
page 485 ~ cents will vary very materially. Mr. Winston
carried that property for a. great many years,
and I think he claims a right big loss in it. As far as I am
concerned I will make a profit because I share with Win- ·
ston and Stuart in the gross returns. 1\frs. Braswell claims
that she lost m<:>ney; sl1e owns a one-half. interest in the whole
thing.

Granite Hall Farms ·corp., et als., v. Va. Trust Co. Tr.

347

Q. What profit in dollars and cents will you make out of
1

it?
A: I ·can't tell you without considerable figuring, nor do
I consider, I submit to the Court, that it enters into this
transaction-that any profit I may make on the purchase of
the Bryan Land and Timber Company does not enter into the
proposition here. Any arrangement· I make with Governor
Stuart and Mr. Winston is not of any interest in this case.
But I 'viii look it up if it is necessary. But I will have to
'vait until we collect $104,000 of outstanding notes that have
never been paid.
.
Q. In other words, what I understand is that at the foreclosure sale of the Bryan Land and Timber Company property, you and your associates bought at engou!)h to pay off
the first mortgage'
A. Yes, sir.
Q. You were the holders of bonds A. At tha.t time $182,000 of bonds; some of them were not
genuine and were thrown out. We have since
page 486 ~ bought $10,000 of them. We own around $190,000
of the $200,000 of bonds.
Q. And those bonds will be worth about 75 cents in the
dollars'
A. \Vell, I won't swear tha.t they will be worth 75 ~ents in
the dollar. I would s'vear running over it in my mind, that
they will be worth rather less than more. But I would also
say that this is a matter of record and can be worked out,
and I had rather not put my mental figuring against the rules
of arithmetic.
Q. You are willing to state what you, have lost in your
transactions with Paschall, but you are not willing to state
your profits ?
A. No, sir. I say I am willing to credit all the profits.
Q. But you have not stated what were your profits in those
transactions.
A. I have not stated, but I say it is a matter of arithmetic
and I wHl state it, and I will go on record and state that I
am willing to disclose any and every transaction and I invite a settlement.

RE-DIR.ECT EXAMINATION.
By

~fr.

page 487

Baron :
~

Q. Mr Gresham, did Mr. Swink keep the books
and. records of your transactions involving the
purchase and sale of the securities that were pur.
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chased from the Virginia Trust Company and sold by you
and him?
A. rrhey were kept in Mr . .Swink's office, yes, sir. ·He had
charge of them.
Q. Did J.\llr. S'vink have anything to do with your deals regarding the Camden Land and Cattle Company, the Kilkenny
Plantation and the Bryan Land and Lumber Company?
A. Not a thing on earth.
Q. Did those deals in any 'vay enter into your purchase
with lVIr. Swink of the so-called Virginia Trust Company
seourities?
A. No, sir, they did not enter into it. As between S'vink
and me, Swink had nothing to do with that. The losses there
or the gains were mine.
Q. ·Your Bryan Land and Timber Company deal and the
other land company deals were private transactions. subsequent to a realization upon the Virginia Trust Company se.
curities, were they not'
A. They were all transactions subsequent to the. bankruptcy of the Hamilton Ridge Lumber Corporation. I had
been getting off of ~{r. Paschall's paper as fast as I could
but I knew when this happened that I had to get off and I
became very active. I had not been very active before because I did not think that Mr. Paschall would
page 488 ~ ever p;o under.
Q. Is Mr. Paschall paying you interest on his
indebtedness to you ~
A. No, sir.
Q. Does that indebtedness bear interest, or is interest secured therein?
A. The notes I filed say six per cent interest. The only
way I can say is by looking at the paper. I would say that
all dehts hear interest from due date, the paper I have to
pay, all I owe.
Mr. Barton: It is stipulated that all of the foregoing testimony of Thomas Gresham is subject to the general objections
of irrelevant and immateriality heretofore noted, so far as
such objections are pertinent to each question and answer.
And further this deponent saith not.
Signature waived.
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A. 0. SWINI{,
Being recalled testified as follows :
DIRECT EXA1viiNATION.

By :\fr. Barton:
Q. Mr. Swink, did you keep the record of disbursements
and receipts of Swink and Gresham as co-owners of the securities purchased at the sale by the Virginia Trust Company!
·
A. Yes, I have memorandums and records of those transactions.
Q. J\iir. Gresham was requeeted by counsel for Mr. Pasdlall to file a statement of the amount bid at the public sale
and the amount received from the securities bought from
the \Tirginia Trust Company. \Vill you file a statement showing the amount paid by Swink and Gresham for the securitir;~ bought at the public sale by the Virginia Trust Company~ and the amount they received for them?
A. The purchase price was $37,200, which was our bid by
Edgar Allan at. the public sale for the E. I. Bugg note for
$10,000, thirty-five $1~000 bonds of the Piedmont Light and
Power Company, thirty-five $1,000 bonds of the Sunbury Lumber Company, and· mortgage note of the Granite
page 490 ~ fi all Farms Corporation for $40,000. We sold
the E. I. Bugg note for $5,000 cash and five $1,000 Piedmont Light and Po\'ter Company bonds. We sold the
thirty-five Piedmont Light and Power bonds and the five
Bngg Piedmont Light and Power bonds at 50 cents on the
dollar, receiving $20,000. We sold the thirty-five Sunbury
bonds for $19,466.72. The above is taken from memorandums
in my files, \vhich I think reflects accurately the sales that
were made.
Q. Does your memorandum or statement just made for the
record include interest, either i·eceived on the securities you
held, or paid by you on money borro,ved to purchase them 1
A. 'fhere was no interest received on any of the securitjes we purr.hased, and it does not include interest which we
paid on the n1oney 've borrowed to carry on these operations.
Q. Please state how much this interest amounted to, approximately, or exactly if you can.
A. It is possible to give you the exact amount, but I haven't
it right at hand here.
Q. Please state it approximately?
A. I would say that the interest that was paid would be
about $1,300.
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·Q. Did you have any interest in the transacpage 491 ~ tions relating to the Camden, Kilkenny and
Bryan Land Company deal.s about which ~Ir.
Gresham teHtified this morning?
A.. None whatever.
Q. Did you have any interest in the Bryan Land Company
deal?
A. None whatever.
Q. 1\fr. Paschall on page 116 of the depositions states that
he first suggested to you the existence of these securities.
Is that correct?
A. It is incorrect. I learned that the securities were at
the Virginia Trust Company in an attorney's office in Riehmond.
Q. Mr. Paschall further testifies on the same page that
there was an agreement between him and you whereby you
w·ould enter into negotiations with Mr. J ac.ksC\n of the Virginia Trust Company for these securities, and any price you
could get them at, after they were sold the receipts from the
sale of them would be first applied to the payment of his
notes due t.he Virginia Trust Compa11y, and the balance would
be applied to Paschall's deht to you. Is that correct~
A. It is ineorrect. I saw 1\fr. ·Paschall on July 31, 1923,
and after pressing him for some payment on his indebtedness
to me, or to secure that indebtedness, I succeeded in getting
from him an order or assignment of some collatpage 492 ~ eral which he had at the ·virginia Trust Company
Company after their debt 'vas paid. Mr. Gardner, ·my cashier, and I went to the Jefferson Hotel on the
afternoon of ,July 31, 1923, and secured the instrument that
has been filed here as one of the exhibits. I took the order
.to the Trust Company the next morning and submitted it,
and ·they acknowledged it, and I have the acknowledgment
copied if you ".,:ant to see it. The amount that Mr. Paschall ,
said it would be necessary for him to pay for the Piedmont
bonds, and also in order to get the Bugg note, represented
what I was told was just about their value, and this was borne
out in my later experience in selling these securities. I filed
the assignmet with the ·virginia Trust Company for whatever value it might prove to have later. It turned out that
it 'vas. worth little or nothing.
Q. Did you at any time have any such agreement with 1\1:r.
Paschall as he testified to on page 117 of the depositions, that
w·hen his notes, meaning; his notes at the Virginia Trust
Company, were paid, the- $40,000 note of the Granite Hall
Farms Corporation was to be surrendered to him?
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A. I certainly did not, and I ·would not ever have been a
paltY to buying the securities at the public auction sale if
any such agTeement had existed, or been sugpage 493 ~ gested, or there had been any conversation about
. it.
Q. 1Vould, or would not, you and Mr. Gresham have bought
these securities at the public sale if the $40,000 note had not
been included ·as. a part of them¥
A. I would not have been a party to buying them if the
$4:0,000 note had not been included as a part of the securities
that were purchased..
Q. Why not?
A. There was not sufficient value there to justify anybody
in hazarding that amount of money, with any hope of realizing out of the sale of the securities the amount they had to
pay and the time and labor necessary to make sale of the securities.
Q. J\t[r. Paschall testifies on page 118 of the depositions
that he had a conference with you and Mr. Gresham in Mr.
Gresham's office prior to the sale of these securities. Did you
l1ave such a conference with Mr. Paschall1
A. I did not.
Q. Did you and 1\fr. Gresham and Mr. Paschall have a conference at any time with regard to the sale of these securities,
prior to the sale of the securities?.
A. No, not about the sale of the securities, within a few
months of it. I had a conversation with :1\fr. Paschall in Mr.
Gresham's office years ago, but not about the.
page 494 ~ time of this sale.
Q. Did you have any conference with Mr. Pascllall and lVlr. Gresham about the sale of these securities Y
A. No.·
.
.
Q. 1\tir. Paschall testifies on page 119 of the depositions:
''Mr. Swink told me on one occasion that the arrangement
did not just exactly suit him; that he had been advised that
perhaps on account of my financial condition the title might
he questioned in case I was thrown into bankruptcy. I then
told him, "Well, now, just any way you want, you. handle
it". I immediately consented to it".
Did you have any such converastion with Mr. Paschall Y
.A.. I told Mr. Paschall that the assignment he gave me I
l1anded to the Virginia Trust Company, but it did not seem to
me~n anything; that there was no hope of my getting anything out of the assignment he gave me of the securities, after
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paying the Virginia Trust Company the amount necessary in
order to get the collateral mentioned in the assignment. :aut
there was no other collateral offered or any other assignment executed covering any other collateral.
Q. Did you ever, on your own behalf or on bepage 495 ~ half of yourself and lVlr.. Gresham, state to or
agree ·with Mr. Paschall to return to him the $40,000 Granite Hall Farms Corporation note 1 ·
A. I certainly did not. As I said before, it would not be
of any interest to me to buy it if we were going to return it
to him, or I was to be aparty to seeing that it was returned.
Q. Mr. Paschall states on page 143 of the depositions that
about the time or prior to the time of the public sale of these
securities, he turned over to you, M~. Sands, lVlr. Gresham
aud Governor Stuart various properties. Did he ever turn
any properties over to you~
A. lie .gave me a $1,000 Sunbury bond about a month or
so prior to the sale of the securities by the Virginia Trust
Company. ':J.1hat is the only property or security that Mr.
Paoohall ever turned over to me.
Q. 1\Ir. Paschall reiterates throughout his testimony that
he called your attention to the collateral held by the Virginia
~Prust Company, and suggested that you get together with
l\lr. Jackson, President of the Virginia Trust Company. I
think you have already testified that you found out about the
collateral from other sources, and that Mr. Paschall did not
s-uggest it to you f
A. I found it out from other sources. 1\Ir. Paschall did
not suggest anything at all about the securities
page 496 ~ at the ·virginia Trust Company until I approached him after I secured the information.
Q. Did you approach ~Ir. Jackson f
A. I did not.
Q. Did ~[r. Gresham approacl1 you the first time, or did
you. approach him firstf
A. Mr. Gresham approached me after I bad :filed with the
.Virginia Trust Company tl1e assignment dated July 31, 1923,
signed by ~fr. Paschall.
Q. I think you have already stated, have you not, why this
assignment never became effective as to you; I mean, 'vhy you
d_id not actually receive under the assignment any equities
that might have existed in those propertiesV A. I filed the
assignment "\vith the Virginia Trust, Company for what it
might be worth. As I stated, the best information I could
get was that there was no equity to be had, and no reason fpr
me to buy the securities even if the Virginia Trust Company
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had been willing to deliver them to me on the payment of
$20,000.
.
Q. \Vas the Virginia Trust Company unwilling to deliver
these securities to you on that payment?
A. They accepted the assignment and gave me a receipt
for it, and I don't think that they ever indicated their willingness to even surrender the collateral covered by the assignment, even if I had agreed to pay the $20,000.
page 497 ~ Q. \Vhen and how did you first learn that the
Virginia Trust Company proposed to sell these
securities at public sale'?
A. The public sale was advertised in the local papers.
Q. When you saw the advertisement in the local papers,
was that the first time that you knew that the securities were
going to be sold~
A. \Vell, I had a conference \Vith 1\Ir. Gresham, and we
had knowledge of other securities at the Virginia Trust Company, and we had agreed that if the securities were offered
for sale we would be interested in buying them up to a certain amount, for the purpose of protecting ourselves for what
l\'lr. Paschall owed us.
Q. How much did :Mr. Paschall owe you at that timeT
.A. $9,985, according to the statement, together with some
interest.
Q. Does he still owe you that amount Y·
A. He does.
Q. Did you have any agreement with Mr. Jackson or with
any official of the Virginia Trust Company that yon would
purchase these securities 1
A. I did not.
Q. vVas there any understanding or intimation that you
·
would purchase them?
A. rrhert' may have been an intimation that
page 498 ~ Mr. Gresham and I were interested in buying the
sectu:ities, but there was no agreement that we
would buy them.
Q. Mr. Paschall states on page 172 of the depositions that
the reason he did not attend the sale was that he had you
and Mr. Gresham there to look after his interests. Is that
correct, or were you looking after the interests of Mr. Paschall T
A. It is incorrec.t. I was not there to represent Mr. Paschall. I was there to represent myself and cooperatinf with
Mr. Gresham.
Q. Did you represent Mr. Paschall in any capacity at the
sale?
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A. None whatever.
Q. Mr. Paschall states on page 173 of the depositions that
he told you, with reference to the $40,000 Granite Hall note,
''That is a mortgage on my home and it must be released''.
Did he ever may any such statement to you~
.A. Of course I knew it was a mortgage on his home, but he
never made any statement to me that it .bad to be released.
Q. Was there any reason 'vhy you should release itT
A. None that I know of. I would never have bought it
unless it was going to be paid for.
Q. Please state what effort you made to secure the best
prie::e you could for the Sunbury bonds.
A. ·I went to Savannah with Mr. Gresham on
page 499 ~ one or two trips and met J\{r. Gay Green who
came to our room in the hotel, and I used all the
ability I had as a salesman to get Mr. Green to pay more
for the property. I even went so far as to decline to accept
three dollars an aere. and Mr. Green left. For a while the
negotiations were off. We got. in touch 'vith Mr. Green later,
and being unable to boost the price or to interest a11y one else
in the property, we closed with him on that basis. We certainly did eevrything we could to make the best trade possible.
Q. You have already filed as your Exhibits Swink #1 and
Swink #2 letters from you to J\1:r. J. R. Pacchall dated .April
14, 1924, and ,June 23, 1924, reminding him to pay interest,
taxes, and principal of the Granite Hall indebtedness. Have
you any other copies of letters that you wrote Mr. Paschall
with reference to the Granite Hall property¥
.A. I don't think there are any other letters address·ed to
Mr. Pasehall asking for payment of the amounts due on accolmt of the mortgage.
·
CROSS EXAMINATION.
By M. Buford:
Q. Mr. S'vink, how did you get the information from the
Virginia Trust Company that those securities
page 500 t were held as eollateral for the notes of Mr. Paschall T
A. I first reecived the information from an attorney in
Richmond. I then approa.ched Col. Paschall and asked him
to give me an assignment of his collateral held by the Virginia
'l~rust Company.
Q. Was the attorney an attorney for the Virginia Trust
Company?
A. He was not.

-
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Q. Do you know how it came about that the Virginia Trust
Company would disclose a matter of that kind to an outsider!
A. They did not to me. Colonel Paschall, when I approached him and asked him in regard to the collaterals he
had at the Vi~ginia Trust Company, told me of the collaterals
l1imself and gave me an assignment covering his equity in
the Bugg note and the Piedmont Light and Power bonds.
Q. Had you obtained information from the attorney that
those securities were held by the Virginia Trust Company!
A~ Thad ..
Q. Those specific securities 7
A. These specific securities.
Q. And what other securities~
A. I also lmew about the Sunbury bonds. I don't know
whether I learned from the attorney about the mortgage on
Granite Hall Farms, at that time, or not.
page 501 } Q. Did the attorney volunteer that information
to you. or did you get him to secure it for you T
A. No; the attorney had this information, and knowing that
I l!ad a claim against Paschall which was unsecured he volunteered the information.
Q. Did you seek out Paschall on that subject, or did he
anproach von?
·A. I approached Paschall, asked him about the securities
he had at the Virginia frrust Company, asked ~ what he
wonld do to secure my debt, and he said he was willing to
giYe me an assignment. He was very nice about it. He gave
me an assignment covering the note of Bugg and the $35,000 of Piedmont Lig-ht and Power Company bonds. I submitted the assignment to the Virginia Trust Company and
th~y filed it. The amount I had to pay for the Bugg note and
the $35,000 Piedmont Light and Power Company bonds was
$20,000.
Q. You would have had to realize $20,000 for the Bugg

note and the Piedmont bonds?
A Out of the proceeds.
Q. In other words, to pay all the debts to the Virginia
rrrnst Company that you 'vould have to pay under this assignment?
:
A. Yes.
Q. Yon realized on account of the Bugg note
page 502 } $5,000 in cash and $2,500 of the bonds of the Piedmont Light and Power Company. tha.t made
$7,500 on that account?
A. That's right.
Q. Then you received $15,000 for the Piedmont bonds; that
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made $22,500 for those securities that Paschall assigned to

youY

A 'l,hat 's right.
Q. So you had a margin there of $2,500·¥

A. Yes, sir. if everything had worked out as it did later..
But ~fr. Bugg had an attorney there representing him and
threatened to fight and resist payment of the note; and real. izing all that I didn't feel justified in stepping into the ring,
paying $20,000 and taking a gambler's chance, when the only
possible chance I would have ·would be realizing $2,500 to
credit on what he owed me.
Q. What part of the profits that have been realized on the
Piedmont Light and Power Bonds and the Sunbury bonds
and th~ money collected on the note of Bugg has been applied
as a credit on the debt of 1\fr. Paschall to you~
A. I do not admit that we have received any profit, to begin with. ],urthermore, I take the position that we bought
these securities at the public sale, and that anything we collected from them is the joint property of Gresham and Swink.
Q. And none of that is to be applied as a credit
page 503 ~ on the indebtedness of Paschall to you 1
A. I am perfectly willing to give him credit.
Q. I am not talking about giving.
.A. I am perfectly willing to allow him credit.
· Q. I am 11ot talking about allowing him credit. What right
has he, as a matter of la,v, to demand credit for any of those
profits Y Do you admit that he has any Y
A. I don't admit he has any.
Q. How much balance of the purchase price of Granite Hall
~,armR, a.fter paying off the first mortgage on that, would
be available in this suit as a payment on the $40,000 note t
Do von remember that offhand Y
A: I think it took $62,500, or thereabouts, to clear the first
'mortgage.
.
Q. The purchase price bid by you and Mr. Gresham for the
Granite Hall property was $84,000, wasn·'t itt
A. $84,500.
. Q. I find, by referring to the report of the Virginia Trust
Company as Trustee, made to the Court on May 2, 1927, that
the price bid by you and 1\1r. Gresham for the land of the
Granite Hall Farms Corporation was $84,500. Now is it
your claim that you and Mr. Gresham are entitled to the difference between the amount required to discharge
page 504 ~ the first mortgage, and the amount of your purchase price, to be paid to you as part payinent
on the $40,000 note ~

Granite Hall

~,arms
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A. Absolutely.
Q. And no part of that surplus is to be applied by you
as a credit on Paschall's indebtedness to you?
A. Well, I think if it comes to me, I am perfectly 'villing to
credit it on the $9,900 of his notes that I hold.
Q. Would you regard that as a gratuity to Mr. Paschall f
A. I regard it as a gratuity. I don't think he has .a right
to claim it. But his note is worthless, I don't think I would
be sacrificing anything to do it, and I am perfectly willing
to do it on that ground.
Q. And only on that ground?
A.. Yes.
Q. In other words, your claim is that by virtue of this
transaction, you are entitled to half of the net profits on the
Bugg note, the Piedmont bonds and the Sunbury bonds, and
to one-half of the surplus arising from the sale of Granite
Hall ~,arms after satisfying the first lien; and that Paschall,
as a matter of law, would still owe you the $9,985t
A. I think that is correct. I went into the open market and
bought the securities in at public sale, and have worked,
paid taxes, interest, given no end of time to the sale of these
securities, and I think that any profit resulting
pilge 505 ~ from the sa.le is the property of Mr. Gresham and
myself.
Q. And Paschall 'vould still be your debtor for the full
amount of his note?
A. That is my impresison. But, as I stated to you, I am
perfectly willing to credit it on his note if that is any satisfaction to Paschall or anybody else.
Q. But you are really under no legal obHgation to do it 1
A. I don't think so; I don't think I am under any legal
obligation. I am certainly under llu moral obligation to do
it.
Q. Did you see Paschall here on the day of the sale of these
F:ecurities?
A. I don't recall whether I did, or not. I saw him on July
31, 192H, when he gave me this order.
Q. '.rhe sale was in Augusct, 1923 ~
A. The sale was in August, 1923. I saw him on every opportunity that I had; I was trying to get him to pay something- on his obligation to me; so I cannot say positively
whether I saw him on the day of sale, or not.
Q Can you state whether he was here on the day of the
sale?
A. I cannot. I saw him on eevry opportunity I had, as I
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said, trying· .to get him to do something on the
notes· .I was carrying which were unsecured.
Q. In round numbers the profits-! am not
talking now about any compensation for your time-in round
numbers the profits you and Mr. Gresham will realize from
this purchase will ·amount to over $20,000 if you succeed in
this suitY
·· ·
A. It appears from the figures before me that that is correct, which does not take into consideration either interest or
taxes which were paid, and the like, by Mr. Gresham and myself.
. Q. Is it your claim that Paschall abandoned these securiHes and left them to be bought either by you or the Virginia
"rrust Company, with a possibility of lo~ing tha.t amount of
money?
·
A. I think that is ·effect what he did do.
Q. And that is your claim in this caseY
A. That is my claim~
Q. Were not the Sunbury bonds regarded at the· time of
your purchase as having a greater value behind them than a
land valuation of $3.00 an acre Y
·
A. In the interview I had with Mr. Gresham ·when ;we consider~d bidding on those securities, the figure set do,vn by us
·as the value of those bonds was .fifty cents on the dollar. I
I would like to show you that memorandum, made at that interview·; I would like for yoli ·to see it because
page 507- ~ we have nothing -to conceal.
·
. Q. Don't you suppose that Paschall put the
same valuation on those securities?
'
.
A. You· -inean fifty cents on the dollar?
Q. The_ same valuation that you and Mr. Gresham put on
· ;·
: ·
them. ·
A. I do;n 't kno,v. I have no. reason to .doubt that he did.
Q. \Vhat were those valuations that you and -:1\tir. Gresham madeY.
.
A. 'l'hey totaled about $80,000.
.. , .. _
Q. You said, though I believe the stenographer .did not
take it down, what the items were of the valuations ,put by
you and M.r. Gresham on those securities immediately before
the purchase. Please give the valuation in detail, ~o that they
may appear in the record .
.A. We :figured the Piedmont bonds as worth fifty cents on
the dollar, the Bugg note as being worth its face value with
interest, $1.0,500, the Sunbury bonds a.t fifty cents on he dollar, the second mortgage note on Granite Hall Farms at $40)page 506

~
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000. That makes the total of what we figured as the value of
these securities.
Q. And you think that Paschall put as high a valuation as
that on them himself1
A. I presume he did; of course I don't kno,v.
Q. Do you know what valuation the Virginia Trust Company put on themY
page 508 ~ A. I do not.
Q. Now the theory of your claim is that Mr.
Paschall abandoned .the securities which you and Mr. Gresham on the one hand and he on the other regarded as worth~
$80,000, and without making any effort to protect his interests
at the sale suffered you and Mr. Gresham 'to buy them for
$37,2001

.A. Well, the· appraisal made by Mr. Gresham of course
represented what he thought he would be able to move around
and sell those securities at. They were being offered at public auction, and we though we would buy them in and recoup
some of our losses and make a profit if we did so. That was
our object. in buying them.
Q. And the recoupment of_ your losses would .not relieve
Paschall of any lia~bility to you~
A.. Well, I haven't brought any action to recover the
amount of his indebtedness to me and I do not contemplate
doing so.
.
·
Q.. But you are not under any legal obligation not to do itY
A. I am not under any legal or moral obligation, as I see
it, not to do it.
Q. In other words, Paschall derived no benefit from the
difference between $37,200, the price bid by you and M.r. Gresham for the securities, and what you estimated would be
their value, $80,000!
.
A. If, on the _other hand, our appraisal had
page 509 ~ been wrong and we had sustained a.' loss, there
was no agreement that · Paschall or anybody
"rould pay ·our losses:
Q. Tha~ ·is not an answer to my question.
.
A. It is an answer. If there was any profit we would get
it. and if there was a loss .we· would sustain it.
· Q. And it was thought that you would have a profit~
A. We thought that we would come out whole. We have
not gotten any profit to date after having covered our indebtedness. Paschall still owes me the amount he owed me years
ago. The ·fact.that we have gotte'n back t4e amount- we paid
the Virginia 'frust Company and the interest on it and the
costs of sale does not help that.
·
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Q. He has gotten no part of itt
A. He is not -entitled to any.
Q. But it your own, without even giving him any credit on
his indebtedness to you~
..
A. It seems that the estimate that 'vas made by Mr. Gresham and tne was wrong, because instead of getting $40,000 we
have only collected $7,000 gross without allowance for interest paid, taxes paid and the interest accrued.
Q. And you are no'v claiming $2,000 more Y
A. $22,000.
Q. And Paschall has gotten no credit on his indebtedness t
A. I am perfectly willing to give him credit on his indebtedness; I am perfectly 'villing to do that.
page 510 ~ Q. I am not asking you about any act of generosity, but whether he has a legal right to it .
.A. He has no legal right as I see it.
Q. He gave up all his legal rights, did heY
A. As I see it. Learned csounsel may think differently.
Q. Can you recall any conversation-Mr. Gresham could
not so far as the details are concerned-that you may have
had with the officers of the Virginia Trust Company immediately preceding the sale of the securities?
A. Yes, sir. I went in and filed this assignment that he
gave me and had them give me a receipt for it, and talked to
tbern about the securities, and the amount necessary for me
to pay in order to carry out Mr. Paschall's assignment; and,
as I stated previously, I could not see 'vhere I would be justified in taking down the securities under the assignment.
In fact, as I recall it, I don't think the Virginia Trust Company ever indica ted their 'villingness to surrender them on
this assignment.
Q. Was this the conversation that you had with the Virginia Trust Company regarding the sale of the .securities at
public auction Y
A. No. The conversation I had with the Virginia Trust
Compan f'vas in regard to the sale of the securities in accordance with the order signed by Mr Paschall on July 31, 1923.
·
Q. And they said they would not do that? .
page 511 ~ A. I don't recall whether they refused to do it,
or not.
, Q. At any _rate, it was not done Y
A I filed the assignment and took a receipt for it for
'vhatever effect it might have later.
Q. Did you have any talk with the officers.. of the Virginia
Trust Company between that interview and the time when the
·securities were sold later at public auction Y
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A. I don't recall having any conversation about the sale of
the securities with any officers of the Virginia Trust Company prior to the sale at public auction.
Q. 1viy recollection is, without referring specifically to the
testimony, that 1vir. Jackson said that he felt very confident
that you and 1\ir. Gresham were going to buy the securities,
or bid for them, at the public ·sale. What put him under that
impression?
A. Mr. Jackson knew, of course, of the assignmetit that
I had, and he also knew of 1vir. Gresham's situation in a general way, and he may have had the idea that we were going
to buy them. But, as I recall, Mr. Gresham and I went to
the sale not knowing what amount it would be necessary for
us to bid in order to get the securities, and we did our figuring in the board room in the presence of everybody that wa::;
present. That is my recollection of what happage 512 ~ pened four years ago.
Q. On what basis did you make your calculations except on the basis of what you had gotten from the Virginia Trust Company~
A. Behveen :Mr. J>aschall and the Virginia Trust .Company
and ourselves we had a line on what secu1ities were held by
the Virginia. Trust Company.
Q. Didn't you have a line also on what amount you would
have to realize from the securities in order to satisfy the
c.Iaims of the Vriginia Trust Company?
A. I think we had only general information along that line.
It was only a matter of figures.
Q. You had to know that to make your figures at the
Brokers' Board~
A. We had calculated the amount of the securities that
'vere held, and we made our own appraisal and bid on that.
Q. You lrne whow much Mr. Pascha11 owed at the Virginia
rrrust Company, didn't you Y
A. I don't think so.
(~. You felt certain of it, didn't you 1
A. No.
Q. You knew how much Mr. Paschall owed at the Virginia
Trust Company~
·
A. I had not.
Q. Mr. Paschall says that you and Mr. Orespage 513 ~ ham were acting for him as well as yourselves in
that transaction; in other 'vords, that you were
to buy these securities and realize on them only a sufifcient
amount to pay you back your purchase price?
A. Pay back what purchase priceY
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Q. The purchase price paid by you and ~fr. Gresham at the
auction sale; that you were then-to have all the profits you
could realize on the Bugg note and the Piedmont Power and
J..Jight Company bonds and the .Sunbury Lumber Company
bonds, to be applied as credits on his indebtedness to you gentlemen; but that when you had realized a sufficient amount
to reimburse you for the purchase price, the $40,000 note
'l,rhich was a lien on his home was to be returned to him; and
that you agreed to that, in order to get the benefit ·of buying
. these securities which everybody regarded as being in excess
of the loan for· which the y'vere hypothecated. Do you deny
that?
A. I do. And may I also add, what motive would prompt
us to go there and inject ourselves into paying $37,200 for
the paper if we were going to return to him the $40,000 n9te
'vhich we bought at the public sale?
Q. You were not going to return the $40,000 note until
you were reimbursed.
A. Suppose we suffered a loss, what about that?
Q. You would have held the $40,000 note. until
page 514 ~ you were reimbursed. But when you did not suffer a loss and got a margin by the sale of the
other securities, Mr. Paschall's statement is that you and l\ir.
Gresham agreed to surrender the $40,000 note which was
accon~odation paper and a lien on his home.
A. There was no such agreement.
Q. The Virginia Trust Company evidently did not represent Paschall, did it?
A. I don't know about that. 1\fr. Bugg was there who was
representing themselves.
·
Q. If you and 1\tlr. Gresham did not repres.ent him, nobody
repre.sented him; he had no representative there'
A. I don't know about that. Mr. Buggs was there who was
a close friend of Paschall's. There were several ·others in
the board room, I don't know who. l\{r. Gresham and I were
there representing ourselves.
·
Q. Mr. Bugg was not there as a bidder, was he?
A. I don't think he bid, no.
Q. So far from his being there as a representative of 1\fr.
Paschall, he was there, as you said, to deny any liability of
l1is note?
.
A. He did that.
Q. So yon would not want to be misunderstood as intimat. ing that- Mr. Bugg was there repre.senting 1\tir. PaschaH,
would you?
page 515 ~ A. I don't kno'v whether he was, or not ..
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Q. You don't think he wa.s, do you?
A. I don't know.·
.
Q. You have no idea he was?
A. I don't know.
Q. Unless Mr. Paschall had the agreement with you .and
Mr. Gresham that he has testified, to, Mr. Swink, can you
conceive of any reason why he should have abandoned those
securities that you estimated were ·worth $80,000~
A. Understand, that estimate I have given was the appraisal that was made by ~Ir. Gresham and myself in advance
of our acquiring title to the securities. I think if we had
made the appraisal six months after 've acquired them, the
appraisal would not have been so high.
Q. Based on the actual values as they have been demonstrated by your realizations upon them, can you account for
'vhy Paschall should have abandoned that much Y
A. I cannot account for a lot of things that l!.fr. Paschall
l1as done.
Q. So you cannot accountA. No, I cannot account for it.
.
Q. You cmmot account for this action on any theory'
A. I cannot account for his action in abandoning the securities, as you say, or for his not attending other sales of his
securities that have taken place 'vhen he not
J>age 516 ~ present in which he sustained greater losses than
in the case before you.
Q. Were those sales of lands that 'vere held by corporations?
A. I don't know.
Q. vVbat sales are you referring to 7
A. S'ales that were testified to this morning, of the Bryan
Land and Timer Company, and the ·Camden, and other sales
that I have heard discussed here.
Q. You have no personal knowledge of them 7
A. No personal knowledge except what I have heard testified to. I understand he was not present at other sales; I
understand he had other sales on the local board at which he
'vas not present.
Q. Who told you those things Y
A. I think that is a matter of general information.
Q. Do you know it yourself Y
A. No, I was not present.
•
Q. Then I object on the ground that it is hearsay.
A. You might also object to what I said a moment ago
nbout his not being present at the board meeting when these
securities were sold, because I don't know whether :A!r.
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Paschall was represented there, or not; I don't know whether
Mr. Bugg was his representative, or who was his representative.
page 517 ~ Q. If you had acted under this paper of ,J nly
31, 1923, and had become the purchaser of the
Bugg note and the Piedmont Light and Power bonds, what
credit would Paschall have been entitled to if you had sold
them for more than the amount of $20,000 that you would
have: had to pay?
A. Acting· under that order I should say that I should have
given him credit for everything I realized in excess of what
I paid the Trust ·Company, on his indebtedness to me.
Q. That is what he had in mind when he was negotiating
with you to that extent~
A. That is what I understood and what I 'vould have done.
Q. You still had that paper; was it in effect Y
A. I didn't think it had any value. I didn't get anywhere
on it.
Q. I didn't ask you about its value, but was it still in effect?
A. It had never been revoked.
Q. Then, so far as there is any written evidence of the
transactions between you and ~ir. Paschall, that paper represents what was in your mind and his, does it not?·
A. On July 31, 1923. But the securities were bought at the
public sale on August 21, 1923.
. Q. I understand that. Your claim is that nohvithstanding Paschall had given you this paper dated July 31, 1923,
showing the plan that you and he had in mind at
page 5·18 ~ that time, so far as it applied to the Bugg· note
and the Piedmont Light and Power .oompany
bonds, and that paper was still in effect, that is, it had not
been revoked, you and Mr. Gresham entered into a private arrangement by which you would buy the securities, including
the $40,000 note, and give Paschall no credit for any profits 1
A. You see, we did not acquire title to those securities under the assignment dated July 31, 1922, signed by Paschall,
but we came into possession of the securities at the public sale
held August 21, 1923. So I do not see how the assignment
he gave me, which 'vas worthless, could have any bearing on
our acquiring the title to these securities later.
Q. Notwithstanding Paschall was negotiating with you
upon the terms set forth in the assignment, and as to the securities mentioned in the assignment, on the 31st of July, l1e
had abandoned all effort to protect himself to the extent of
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those securities, the Sunbury Lumber Company bonds and
the $40,000. note that you regarded as gilt edged 1
A. You see, things happened right fast. When he gave me
the assignment on July 31st and I recorded it with the Virginia Tn1st Company, or they accepted it and filed it, a few
days later they advertised that the securities for which the
assignment had been given me would be sold at public auction on August 21, 1923. Everybody abandoned
page 519 ~ the assignment, and there was nothing for me tq
do but to do what I could to protect myself. I
was an unsecured creditor.
Q. Was there any question of Paschall's insolvency discussed between you and :Nir. Gresham, or between you and 1\{r.
Gresham and the Virginia Trust Company?
A. I think l\fr. Gresham and I discussed it.
Q. And was it not your conclusion that Paschall being as
you thought insolvent, any transaction with Paschall by ~hich
you took over the securities would be an act of bankruptcy on
his part, unless they were sold under the power of sale vested
in the Virginia Trust Company?
A. We preferred that they should be sold at p·ublic auction,
naturally.
Q. \V'hy'
A. To prevent any complication if he was thrown into bankruptcy later.
Q. So you did have bankruptcy in mind'
A. Sure.
Q. And the public sale was resorted to in order to avoid
bankruptcy proceedings 1
A. I would not say it was resorted to, nor was it inspired
by 1\ir. Gresham or me so far as I have knowledge, hut was
the act of the Virginia Trust Company.
Q. Wasn't that done ·after a conference between
page 520 ~ the Virginia Trust Company and you and Mr.
Gresham?
A. I don't think so.
Q. Why don't von think so?
A. Because I don't. I am sure it was not.
Q. Have you any doubt about it ·either way?
A. I haven't a doubt, none, no.
Q. In other words, you and Mr. Gresham considered the
question of bankn1ptcy, and you and lVIr. Gresham concluded
that you 'vould not become the purchasers of these securities by a private transaction with the consent of Paschall,
but you wanted a public sale to avoid any question of an act
of bankruptcy?
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A. I would not say that we wanted it or welcomed it, but
I would simply say that as the securities were going to be
sold at public auction, it was our best chance to buy them
that way, and thus avoid any complications that mig·ht result
from bankruptcy.
Q. Why were you and 1\fr. Gresham discussing ways of
avoiding any .question of bankruptcy?
A. I think it is a matter of common knowledge that, in buying securities as we did, it is best to acquire title to them at
public sale, rather than to make any arrangement with the
man who owes you money.
Q. It would be safer?
.
A. It would be safer.
, page 521 ~ Q. So Paschall was right when he said that was
your reason for wishing a public sale 7
A. I don't know whether he "ras rig·ht. What did he say?
Q. I think lVIr. Paschall said something to that effect. If
he did say it, that is true, is it?
· A. I preferred to buy them at the public sale, yes.
Q. On the ground that you were afraid of bankruptcy proceedings?
A. I think that was one of the reasons that would prompt
us, yes.
Q. Tliat not only would prompt you but did prompt you?
A. ·Well, I will admit that.
Q. Didn't yo~, after giving the rna tter some little consideration, reach the conc.lusion that this assignment of July 31,
1923, appearing on page 85 of the depositions, would. be an
act of bankruptcy if you acted upon it?
A. No, I did not. To show you how innocent I ·was about
it and how little thought I gave to it, having the utmost confidence in Paschall I took the assignment the next morning
to the Virginia Trust Company and filed it with them, on
August 1st, 1923.
Q. When did your mind act a little more clea!ly, and when
did it occur·to you that there was danger of an act of bankruptcy?
A. After I filed the assignment with the Virpage 522 ~ ginia Trust 'Company, and after a conference several days later with ~fr. Gresham, I thought it
'vould be best for me not to act under that paper, and that
if the securities were sold later at public auction 've would
. be interested in becoming bidders ..
Q. That it would be best for you not to act under that paper
on account of the bankruptcy law?
A. On account of the bankruptcy law.
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Q.. Who suggested that?
·A. I don't know. I would not say that 1\tir. Gresham did,
because I ought to be sufficiently acquainted with such things
to think about it myself when I first filed the paper.
Q. But you did not Y
A. I did not.
Q. You thought about it later?
A. I thought about it later.
Q. Who thought about it later, you or :h-fr. Gresham?
A. Both of us.
·
·
Q. Before you bought the securities, both of you thought
it might be an act of bankruptcy?
A. Yes.
Q. Isn't that the reason why you didn't put it in writing!
A. What?
·
Q. Your fear it would be an act of bankruptcy.
page 523 r A. There wasn't anything to write about. I
.
pressed Colonel Paschall to get him to pay me or
do something to secure me, and failing, I was out on a limb
and I had to take my chances.
Q. Did you and l\tir. Gresham talk about an act of bankruptcy to yourselves and no one else·?
1\.. I ·am pretty sure 've did.
Q. Didn't you also talk about it to the Virginia Trust Company!
.
A. I am satisfied we did not. I am sure we did not.
RE-DIRECT EXAMINATION.
By 1\Ir. Barton :
Q. Mr. S'wink, Colonel Buford in his examination of you
·repeatedly used the word "abandoned", referring to Mr.
Paschall's relations to the Virginia Trust Company securities. Mr. Jackson, the Preside.nt of the Virginia Trust Company, has testified that he gave ~{r. Paschall every opportunity to redeem these securities. Don't you think the real
reason was not an abandonment by 1\Ir. Paschall, but Mr.
Paschall's inability to raise sufficient funds to redeem the
securities or buy them in at the public sale Y
. page 524 ~ A. I should think that would be the case. Of
course~ have no positive knowledge on that.
Q. You know that 1\fr. Paschall was very·hard up and unable to pay you Y
A. Yes, and he admitted he was unable to pay me.
Q. As a matter of fact,.the Granite Hall note that you and
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Mr. Gresham appraised at $40,000 turned out to be ·worth
only $22,000, did it not~
A. Based on our own bid.
Q. Mt. Paschall's bid at the foreclosure sale of Granite
Hall Farms 'vas the next highest to yours, was it not~
A. Yes, sir. !tlr. Paschall's bid was $84,000 and our bid
was $500 more.
Q. As a matter of fact, J\Ir. Swink, reverting now to the
sale o~ the Virginia Trust Company securities, was there any
equity from this,sale which might have been paid to you under the assignment of July 31, 1923?
A. Had I acquired the securities under the assignment, as
it turned out, there would have been a credit of $2,500.
Q; I think you misunderstood me. As the result of the
prices that the securities brought at the public sale, was or
was there not any equity over the debt of Paschall to the Virginia Trust Company 1
A. I don't follow you.
Q. I mean, did the price which the securities
page 525 } brought at the public sale leave any margin above
the debt due to the Virginia Trust Company?
The Commissioner: The statement of Davenport and Company shows that there was $28.12 after paying the expenses
of sale.
By Mr. Barton:
Q. The statement shows that $37,200 was realized; so there
was nothing left to pay on the assignment f
A. No, there was not.
Q. However, the Virginia Trust Company did send Mr.
Paschall a check for twenty-eight dollars and some cents which
·
he accepted and cashed, did he not 'l
A. That'-s right.
And. further this deponent saith not.
Signature of witness waived by consent of parties by counsel.
The further taking of these depositions is adjourned to
Wednesday, the 28th day of September, 1927, at 10 o'clock
A. M., at the same place.
(Signed) JNO. B. MINOR, Commissioner.

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.

369

OFFICE OF CO:NI1'IISSIONER JOHN B. 1\1INOR,
page 526

r

Law Building, Richmond, Va.,
September 28, 1927.

The further taking of these depositions is this day resumed
pursuant to adjournment.
Present: ~Ir. A.ndre'v D. Christian, of counsel for Messrs.
8-wink and Gresham; Mr. J. H. Bridgers and Mr. E .. P. Buford, counsel for other defendants than Swink and Gresham;
~Iessrs. A. 0. Swink and Thomas Gresham in person.
J·. R. P A.SCHALL,
being recalled testified as follows:

· DIRECT EXAMINATION.
By IV[r. Bridgers:
Q. 1\tlr. Paschall, have you read the deposition ·
page 527 r of 1\:t:r. Gresham taken here on September 15th 1
A. Not thoroughly; I read a part of it; I read
it over just hurriedly.
.
Q. State the circumstances under which you endorsed the
11ote of a Mr. Swann payable to 1\IIr. Gresham.
A. 1\llr. Gresham was interested in Hamilton Ridge Lumber Corporation. It was composed at the beginning of L. E.
Sands, 0. J. Sands, Thomas Gresham, C. Boice, vVilliam H.
Sawyer, Sr., William I-I. Sawyer, Jr., and myself. The mill
was built and commenced operations in 1911 or 1912. '-'""e
first made a contract when the mill was put in operation with
Newell and Bryan, two very competent sawmill prople, one
a competent logger and the other one a competen~ mil1 man.
The mill was operated for a couple of years and it made no
money. Lumber was very low in 1914. The war started;
:.Mr. Gresham, as well as the rest of us, w~s very hard up.
He was endorser for Hamilton Ridge and endorser for various other parties. He had his notes out, I had my notes out;
I 'vas endorser on his, he was endorser on mine. We had
borrowed money to buy the stock; I had borrowed mine in
vVorcester, 1\IIassachusetts and paid it back. Oliver Sands,
as usual, had dipped in for a profit and dipped out, and he
was crowding us on what we owed him. S'ands and his
brother-I don ;t remember exactly the amount of
page 528 ~ their interest because I haven't the stock book;
·
the stock was issued in my name and used by L. E.
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Sands and 0. J. Sands to borrow the money they put into
Hamilton Ridge. ~fr. Gresham and Boice and myself bought
that interest and paid $40,000 profit for it. Gresham came to
me and asked me to find somebody who ·would buy his interest in Hamilton Ridge and offer some kind of a profit, out of
'vhich he would pay me a certain amount of money and I
would participate in the profit-what could be made. I sold
his interest to Swann, or a part of it. Swann lived for about
a year. He became dissatisfied with Newell and Bryan as
operators. The contract we had with them was that they
were to put this lumber on the cars at $7.50 a thousand over
a period of five years. Boice 'vas very much dissatisfied with
Newell and Bryan, 'vith the way they were drying the lumber. Sawyer was a wholesale lumber dealer in vVorcester,
lvfassachusetts and as buying a great deal of lumber f:rom
this mill; he sided with them about the way the lumber was
being dried. Boice and Swann decided to· get rid of Newell
and Bryan. I told them I would not be a party to getting rid
of them, that they could outvote me, but they were partner·s
and my good friends and I would not get rid of them. Swann
died; we got another operator, and then we got Newell
back.
J\Ir. Gresham had been paid by Swann for some
page 529 ~ of his stock. I got the $10,000 he testified ahont
for making the sale, and probably some of the
profit, I don't know.
Mr. Gresham testified about bonding the property for more
than it was worth. Hamilton R.idge issued $500,000 worth
of stock, and we paid in $350,000 in money or attempted to
pay it in. Now when Gresham and Boice and myself bought
th~ interest of the S'andses, we assumed their obligations
which were carried in my name. When J\{r. Newell came in,
'vhatever ;notes I was on for Swann-we were trying to get
somebody that was live-whatever Sann owed Gre~ham, he
had nothing to pay it 'vith except sto.ek of :Hamilton Ridge.
Newell wouldn't come back unless somebody financed him on
t;ome of the stock. I endorsed his notes to Sawyer. I was
already on the Swa·nn note to Gresham, or Swann, I don't
know which, and another endorsement followed for Newell.
1\!Iy recollection is that part of the notes Gresham introduced
here the other day-I have not seen them-he undertook to
sell the stock to me, he had never paid for it and there was
no stock with it; he never got delivery of the stock and I
never could pay for it. M'y recollection is that the paper 11e
took up in Pittsburg and the Church Hill Bank is either the
debt of all three of us jointly, or possibly myself and Gres-
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ham, for the stuff he undertood to sell to Newell.
page 530 ~ That is what I guess. I haven't had access to
the stockbook of Hamilton Ridge or anything in
connection with it since 1924 or 1925.
So there never was but $350,000 paid in, and I couldn't
owe Gresham $140,000 for whatever interest he had in Hamilton Ridge when he had sold part of it to .Swann and got the
money for some of it, how much of it I don't ~emember. I
testified I didn't know all about J.Iamilton Ridge, but I do
·know that much about it. I don't say positively that the
notes at Pittsburgh are notes that Gresham should have paid,
but I never borrowed one dollar. fr-om the Sandses to put
into Hamilton Ridge other than that, because I paid S'awyer
the money and then endorsed N e"rell 's notes and Boice's
notes up there. If you take all of that and arld it together,
it is impossible.- That is all there is to it.
Q. What is now your recollection as to wLether, or not,
you paid your proportion of the $40,000 purchase from
Sandsf
A. I remember that· I paid Oliver J. Sands his part, because
he asked me not to let his brother Lawrence know it. Whether
I paid Lawrence or not-I have a faint recollection that he
transferred his note to his wife and I never l1eard anything
from them; whether I paid him I don't know. ·
page 531 ~ Q. At page 283 of the depositions Mr. Gresham
testifies that you owed him $33,000 due in a settlement.
A. That is the $33,000 I just testified about. Perhaps if
he had ever gotten the stock and put it with the notes it would
have been something. But couldn't neither one of us do what
've started to do, so he paid. We didn't have the money to do
what we started out to do. I couldn't pay, Gresham couldn't
pay, Sands's crowd was after us.
Q. Is it true that 1\fr. Gresham was an endorser on your
notes for small amounts?
A. Mr. Gresham had been an endorser on my notes for
larger amounts ..
Note: Question objected to as leading.
l~y

Mr. Bridgers:
Q. Was ~fr. Gresham an endorser on your personal notes
for small amounts?
A. Yes. I cannot recall any absolutely individual note, but
1\ir. Gresham was an endorser on notes for corporations,
properties tha.t he was not interested in. Now he might have
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been endorser on some of my individual notes. There is one
note there th~ t he testified to being at Emporia, that was a
Paschall and Gresham obligation and I put my collateral up
to relieve him.
page 532 ~ Q. ·State, of those personal notes on which 1\fr.
Gresham was endorser, whether or not they carried collateral.
A. I think they did, 1\fr. Bridgers. l\fy recollection is that
practically every one of them did. l don't know of any that
did not. I haven't a list of them.
Q. What is your impression now as to the value of the
collateral with referencQ to the par value of the notes or the
par amount of the notes~
A. Well, I thought, and I guess the bankers did, that they
were taking it at about fifty cents on the dollar. That is the
usual way they loan on it. A great many of the notes had
had payments on them, that is, other than Hamilton R.idge.
Q. Do you recall that prior to the sale of these securities
on August 21, 1923, you advised ~Ir. Gresham of the mortgage
on the Granite Hall farm f
Mr. Christian: I think that is a leading question and I object to it as such.
The Commissioner : I don't think that is a leading ques&a
.
A. Yes. I have a very distinct recollection that the day
that Mr. Gresham and my brother came down to ask me to
put Hamilton R·idge in bankruptcy, I got in the car with them
and rode across the fal'm. Mr. ·Gresham made
page 533 ~ the remark-he said: ''This is the prettiest place
I ever saw.''
By Mr. Buford:
Q. What place was he referring to?
A. The place I am no'v on, Granite Hall Farms. He said:
''Wouldn't you be perfectly happy here with $250,000 and this
farm?" I said: "I haven't got the $250,000 and Herbert
Jackson has got a mortgage on this farm." I remember that
distinctly and Gresham does too. I then told Gresham, or he
told me afterwards, after he saw Governor Stuart-I don't
know which started the conversation about the mortgage and
the securities-I told him the \\rhole story myself and told him
that I had given Swink-he said he didn't like anything Governor Stuart had, that there was no equities in it, and why
wouldn't I let him deal with the Virginia Trust Company? I
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told him that I had no objection to it myself, but that I had
given s,vink an order on .Jackson and that I didn't want to
interfere, but that I would see 8\vink and, if it was satisfactory to hin~e, that he could participate. I talked to Swink
about it. We had a meeting in Gresham's office, Swink attended it. Now I am going to tell you what happened. After
Swink left I insisted on a written agreement, or that I should
'same some kind of an agreement, and asked Grespage 534 ~ ham why wouldn't he give it to me. We had already had a written agreement about the securities he introduced a letter here about.
By ~Ir. Bridgers :
Q. That is the Savannah securities?
A. The Savannah securities. He had a letter to Governor
Stuart which 'vas in writing·. He said: "Paschall, don't you
believe I will do what I sayf" I said, "Well, I had rather
have it in writing''. He as.ked me the reason and I told him.
'fhen we started talking about th~ bankruptcy; we sat there
and argued an4 argued and talked. He said he was .going
to have a written agreement with Jackson and he told me
whv. He said that he had made a trade with Jackson when
he bought the Richmond Hotel, and Jackson agreed to carry
the paper at six per cent; and he said that when money got
tig·ht he refused to do it, and if he had not taken the precaution to have Jackson write him a letter-when he produced
that letter .Jackson told him, ''Gresham, if you hadn't had
that letter I wasn't going to ·carry those loans for six per
cent for you''; and he said he didn't want to do business with
a man who would do that. . We got to talking about this and
he said, ''I don't want to give you a letter; don't you believe
I will do what I said¥" I said, "Gresham, I have seen you
do some good things and some mighty rank things. The
meanest thing I ever saw you do was with regard
page 535 ~ to cash timber; you agreed to pay to get information from a man and then you didn't pay him;
you are just as much in that as I am''. That was after Swink
left the office. And I will tell you 'vhat Swink said. I met
him on the street very cordially; he always had better whiskey than Gresham. Swink said to me, ''I don't know whether
I owed you or you owed me up there the other day''. lie
made that statement to other people, and it happened about
these securities, and it happened at Mr. Gresham's request
to get Mr. Swink over there. Swink knows he said it and
knows he was there, he knows he was in Gresham's office
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and he knows he left first. I know it 'llas in our office; we
didn't sit up here and do that.
·
Q. Was any agreement made at the meeting at 1\1r. Gresham's office between you and 1\ir. Swink and 1\ir. Gresham
regarding the $40,000 note 1
·
A. It was to be returned to me. They could buy-they
11ever started out to buy that note; that is positive. I told
them it was my home, that I was willing to turn over to them
anything I had, to do anything I could, but that was my home
and those securities had to pay that note and whatever was
left they could· have it.
Q. What other securities were there besides the $40,000
notet
A. The Bugg note, the Piedmont bonds and the
page 536 ~ Sunbury bonds. We discussed Sunbury, we discussed Piedmont and we discussed the Bugg note
in Mr. Gresham '"s office. Gresham and myself owned Sunbury with the exception of. three or four dollars, for it is a
matter. of record with the Trust Company today. "\Ve had a
bond issue of $250,000 with the Virginia Trust ·C'ompany as
Trustee in it. We sold the timber on a long lease and we
took in part payment some land from. the man 've sold tlae
timber to. We had previously sold the timber that was under the Sunbury mortgage and we had been reducing the
mortgage. We got together in 1912 or 1913 and redueed the
hond issue to $6 an acre on that land with a. twelve or fifteen
year timber lease. \Vhen Gresham got hard up in 1914, I went
out to find him a buyer for that. I sold part of it to 'rom
.. VVinston, part to a man named Thorpe and part to a man
· named Peebles. I endorsed Winston's note and Thorpe's
and Peebles's .. Gresham couldn't pay it, and part of this
indebtedness at the Virginia Trust Company is the payment
of the notes of Paschall and Gresham, and Jackson's record
will show it. .
Q. Did you ever, personally or as President of the Granite
Hall Farms Corporation, pay any interest on this $40,000
note?
A. No, sir. I never was asked for any; I didn't
page 537 ~ owe any. I undertook to pay my notes and pay
interest on them.
Q. What did the Granite Hall Farms Corporation receive
for this· note?
A. Not a nickel, or the first one either, as far as that is coneerned. Now the Piedmont bonds, the statement I made about
the Piedmont bonds is absolutely true. ~Ir. Gresham was
in the York River Shipbuilding Company; I was in the York
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River Shipbuilding Company; Mr. ,Moore and I were in the
Piedmont Company. I traded to 1\{r. J\'Ioore my entire in..
terest in the York River Shipbuilding Company for bonds of·
the Piedmont ·Company which were paid out by you (Mr·.
Bridgers) at 90, and you got the money because you were
President of the Piedmont Company. :Nlr. Gresham knew
just as much about the value of Piedmont as you or I, and
I paid !tir. Gresham ninety cents on the dollar for the bonds
he .got from 1\{oore. Now those are facts and I think the
rcc·ord will sho'v it.
Q. Then I understand you to say that ~Ir. Gresham had
c-yery opportunity to know the value of Sunbury?
A. He ought to.
Q. And he had an opportunity to know the value of the
Piedmont bonds?
A. Yes, sir. ·
page 538 ~ Q. Was he acquainted with Mr. E. I. Buggt
A. Yes, sir, he had kno,vn him for years.
Q. Do you kno'v 'vhether he had any means of knowing his
financial condition and circumstances?
.
A. Well, he invited him to join in the purchase of the Richlnond Hotel. I think he knew something about his financial
,
standing.
Q. Did you have any conversation with Mr. Jackson with
reference to the securities purchased by Messrs. Gresham
and Swink under their purchase?
·A. Yes, sir.
Q. What was it?
A. I had a conversation with Mr. Jackson on the morning
of the sale.
Q. What was it~
,
A. He told me that they had agreed to buy them a.t a price
that would pay that note off, and he told me afterwards that
the note .was paid.
Q. Do you know what note he referred to?
A. My notes.
·Q. Describe those notes.
·
A. Well, there were four of them to start with.
Q. Of what denomination?
A. My recollection is, $15,000 each. There were only two
of them, he didn't have but two of them then and
}>age 539 ~ some accumulated interest on them, I don't remember how much.
There is another statement that I want to contradict in
here. Mr. Swink said that he and Mr. Gardner ~arne to the
.Jefferson Hotel,"one evening. J\fr. Swink did not come to the
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Jefferson Hotel. Mr. Gardner got the paper one morning. I
know J\IIr. Swink wasn't there because Mr. Thorpe sent ~Ir.
Swink some message about owing him some money. I had
s'een Mr. Swink the day before down here, and he told me he
was going to send Mr. Gardner up there. I wired Mr. Thorpe,
and he wired me that his brother was very ill with pneu·monia. I didn't tell him for what purpose I wanted him in
Richmond today, and he wired me that his brother was very
ill with pneumonia.
Q. A.t,page 243 of the depositions l\ir. Jackson was asked
this question: ''But it was made by the Corporation for
Paschall's acconwdation and credit, to strengthen his credit
at your bank?" He answered, "Yes, sir". Is that stafement correct1
A. Yes, sir.
Q. Then I underdtand you to say that the $40,000 note o·f
the Granite Hall Farms Corporation was accon~odatian paper
for your creditt
A. Purely and positively; nothing else. It was paid by n1y
collateral and my money.
Q. Did you have any agreement with the Virpage 540 ~ ginia Trust Company as to the securities that
were first to be exhausted in the payment of your
debts to itY
A. They assured me-Mr. Jackson told me he was not going to turn it loose until it 'vas paid. I was trying to help
S'wink make a trade, I tell you no,v. I saw Swink 'vent there
and I went there too. I couldn't take any active interest in
it because Jackson was as suspicions as an old gander.
Q. Did you have any agreement ·with Mr. Jackson as to
'vhat security must :first be exhausted to pay your notes?
A. I thought that the note itself would have done thatthe collateral note. He would have to sell my individual securities .:first before he could go after the endorser,. wouldn't
he?
Q. Did you have any agreement whatever ·about it.?
A. I didn't have arry agreement to that effect. I had an
agreement with Mr. Jackson by which he was to realize on
those securities and pay that note off.
Q. What was that agreement Y
A. I don't remember the exact amount but some other collateral could be sold and the thing been applied. When it
w·as :first put up there, it had more collateral than was there
with the $30,000. Two of the notes had been paid by the sale
of securities.

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.

377

Q. Do you know what happened when Mr.
page 541 ~ Swink went to Mr. Jackson to get the securities
that you assigned to him 7
A. I know the first ~ssignment didn't suit him, or the first
paper he had. I have no copy of it, but that didn't suit him,
and I told him I would give him anything he wanted.
Q. Do you recall whether, or not, ~ir. Jackson 'vrote you a
letter with regard to the amount that first must be paid
befote he would release the securities¥
A. Yes, sir, and I came right to see him.
Q. At the time the securities were pledged was there any
agreement made as to the amount to be paid to secure their
release?
A. At the time the paper was made1
Q. Yes.
A. Yes. We had an understanding that he would release
certain securities on certain payment when it was made. .L
don't kno'v whether it was ever reduced to writing, or not;
but I remember that when I first commenced to pay off we
had some discussion about it, and I called his attention to
it and he said, "Yes, that was our understanding, and I will
do it". I don't know whether it was in writing, or not; I
think I had a memorandum of it.
Q. Do you know what amount was to be paid upon each
class of securities to secure its release?
page 542 ~ A. No, sir, I don't recall it. I know there were
some To,vnesville Town Bonds and some Camden
bonds there which had been previously released.
Q. Do you recall the value that was placed upon the securities to secure their release-the amount of payment to be
made?
A. To release these f
Q. Yes.
A. No, I do not; I don't recall it. I may have a record of
it but I haven't got it here.
Q. Did M·r. Jackson ever tell you of any agreement that
he had with ~ir. Swink?
A. Yes.
Q.. Do you recall it f
A. He told me the day of the sale that he had an agreement with him by which that debt would be paid and a guarantee that he would not have to bid over $45,000 on that farm.
I asked him to show it to me, and he said he couldn't do that
without 1\fr. Gresham's consent. ·
Q. It is in the record in the testimony of Mr. Gresham that
he acquired his information regarding these securities from
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the Virginia Trust Company. State whether, or not, you had·
ever given him that information.
·A. Yes.
·
Q. Do you recall when it was f
page 543 ~ A. Not the exact date, but some time during
June or July; I think some time in J nne, 1923,
specifying what was there, right here in Rueger's Hotel.
Q. Did you say anything to him about purchasing the securities from :Nlr. ,Jackson~
A. )::es, sir. I told him that I was perfectly wliling for
him to join Mr. 8\vink, if ~fr. S'vink was willing; that I had
nlready given him these orders and assig~1ments; and that
brought about the conference in ~ir. Gresham's office.
Mr. Bridgers:. The witness is with you.
1\'Ir. Christian: I have no questions to ask the witness.
And further this deponent saith not.
Signature of witness waived by consent of parties by counsel.
Mr. Christian: Counsel for Messrs. Swink and Gresham
·call attention to their general objection to all of the testimony
about collateral transactions between lVIr. Paschall and the
Virginia Trust Company, and between Paschall and the de.
fendants S'\Vink and Gresham, and at the proper
page 544 ~ time will move to strike out all of such evidence on
the ground .of its immateriality to this controversy.
Mr. Buford: Counsel for the other defendants state that
whatever objection on the ground of immateriality may apply to the testimony given by Mr. Paschall will be equally
applicable to the testimony given by the defendants S'wink
and Gresham, and, if such motion is made by counsel for
:hiessrs. Swink and. Gresham, a similar motion will be made
by counsel for the other defendants.
~Ir. Christian: It is my idea that none of such evidence
is admissible in this suit, and that all the testimony on behalf
of Swink and Gresham in rebuttal was put in with express
statement that none of that evidence in chief or in rebuttal
was thought by counsel to have any bearing on the case.
page 545 }-

R. 0. GARDNER·,
a witness called on behalf of defendants Swink
and Gresham, having been first duly sworn, deposes and says
as follows:
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DIRECT EXAMINATION.
By Mr. Christian:
Q. Mr. Gardner, I hand you a paper marked Gresham No.1 and initialed by Mr. Minor as Commissioner, and a.sk you
if you recognize that paper?
A. (Examining.) Yes, sir, I do. It is in my own handwriting.
Q. It purports to be an assignment from J\fr. Paschall to
Mr. Swink. Where did you write this?
A. That was written at the Jefferson Hotel. Mr. Swink
and I went up· there. Mr. Swink took me there in his automobile and he dictated it and I wrote it.
Q. What part of the Jefferson Hotel ·were you in 1
. A. In his room; I don't know what part of the hotel that
lS.

Q. In whose room?
A. Mr. Paschall's.
page 546 } Q.. Do you know whether any one else was
presentT
A. No, sir, there was not.
Q. Do you know what time of the day it was?
A. I can't say exaetly; probably after dinner some tim~.
Q. Were you up in Mr. Paschall's room about that time
on one occasion or more than one occasion?
A. I think I was there twice.
Q. vVhat did you go for the other time?
•
A. 'Ve went to see him about some obligations to ~Ir.
Swink; I don't remember the date. But I remember :i\Ir.
S'wink dictated that paper and I wrote it. I know one. question ~Ir. Swink asked Mr. Paschall at the time, "Will Mr.
Jackson accept that paper?" and he said, "He will".
· Q. Was a' man named 'J~horpe there at the time you went
there on that other business?
A. I can't say. Sometimes 1\fr. Paschall would have other
men there.
Q. You think you were up there several times Y
A. Oh, I have seen ~Ir. Paschall at Rueger's Hotel und I
have seen him down at his home.

CROSS EXAMINATION.

Ry J\!Ir. Bridgers:
Q. J\!Ir. Gardner, do you remember sending or
page 547 } receiving a message from lVIr. E. M. Thorpe about
the time of this transa~tion?
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A. I do not.
Q. Do you kno'v Mr. Thorpe?
A. Yes, sir, very well.
Q. Do you know whether he is indebted to lvir. S\vinkf
A. I think he is.
Q. You do not recall that he said anything about his indebtedness to 1\fr. Swink at that time 1
A. No sir.
Q. Did ~fr. Thorpe say anything about it to you~
·A. I don't kno'v.
. Q. Do you recall going back to Mr. Paschall for an addi·
·
tional paper about this matteri
A. No, I do not.
Q. Do you recall getting more than one paper from 1\t[r.
Pas·challl
A. I don't recall it.
Q. At page 81 of the· depositions Mr. Gresham makes this
answer:
"~Ir. Swink exhibited to me a letter that said that after
the mortgages were paid he was to have the next claim.''

page 548 ~

The next question is, ''A letter from whom~''
and he answered :

"A letter from 1.:Ir. Paschall, signed by ~Ir. Paschall, that
• after the mortgage was paid out of those securities ~{r. Swink
'vould have his claim paid.''
You do not recall- taking any letter from 1\tir. Paschall to'
that effect~

A. No, I don't recall that at all. The only ··paper I remember is that one up there.
And further this deponent saith not.
.Signature of witness waived by consent of parties by counsel.
Note: It is agreed that counsel for Messrs. S'vink and
Gresham will file their note of ar,q1~rment within two 'veeks
from the time they are fun1ished with a copy of the depositions taken this morning, and that counsel for the other defendants will file their brief 'vithin three weeks after the brief
of counsel for 1.1:essrs. Swink and Gresham is filed and counsel for Messrs. Swink and Gresham 'vill file their reply within
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three weeks after the brief of counsel for the other defendants
is filed.
vage 549

~

Virginia :

In the Law & Equity Court of the City of Richmond.
Virginia Trust Co., Trustee,

v.
Vv. IL Dameron, et als.
Office
of
COM~MISSIONER

JOHN B. }fiNOR

Law Building,
Richmond, Va., Dec. 20, 1927.
NOTE BY COMJVIISS'IONER.
On motion of connsel for defendants, other than Swink and
Gresham, and over the objection of counsel for such Swink
and Gresham, the depositions, taken fn this cause, under dec.ree of 1\tiay 2nd, 1927, and formally closed on September
28th, 1927, were, for good ·cause shown, reopened for the introduction of further testimony, because it appears from the
statement of counsel for the defendants, other than Swink
and Gresham, that the evidence they seek to inpage 550 ~ troduce is rna terial to the issues and was not
known to them at the time the depositions were
closed.
1\tir. Robert T. Barton: .Counsel for Swink and Gresham
and others object to the reopening of the testimony at this
time, because,
1. 'l'he depositions have been formally closed and the cause
submitted to the Commissioner and briefs filed.

2. Because, in any event, it is improper at this time to introduce other testimony unless it be shown that such other
testimony could not have been discovered, by the exercise of
reasonable diligence, prior to the formal closing of the depositions, and that such testimony is not merely cumulative.
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3. Because the grounds, other than the statement of coun-i
sel for Paschall and other defendants, upon which the Commissioner reopens the testimony, have not been shown or
made part of this record. ·
·
page 551 ~ . ·Whereupon, the further taking of such depositions was this day resumed at 10 o'clock, A.. ~L
Present: Robert T. Barton, Esq.~ counsel for plaintiff and
for 8wi.nk and Gresham. J. H. Bridgers,_Esq., and E. P. Buford, Esq., counsel for all other defendants.

E. I. BUGG,
a witness of lawful age, being first duly sworn, deposes and
says:
EXA1\1INATION IN CHIEF.
. By Mr. Bridgers:
Q. 1\ir. Bugg, where do you live?
A. Durham, N. C.
Q. Do.you know J-. R. Paschall1
A.. Yes, sir.
,
Q. H.ow long have you known him·?
A. Practically all my life.
Q. Were you present at the time of the sale of the secnri-·
ties of J. R. Paschall by the Virginia Trust Company, in
which your note for $10,000 was included?
_ A.. Yes.
.
page 552 ~ Q. ·Did you have any conversation with Mr.
·Thomas Gresham regarding the· sale of that note f
A. Yes.
.
Q. Can you state what it was 7
Mr. Barton: Counsel for the Virginia Trust Company and
others objects to this question or any testimony relative to
the conversation between Mr. Bngg and :Nir. ·Gresham and
l\1:r. Swink as inadmissible and immat~rial~
A. 1\iy first conversation about thfs matter 'vas with 1\.fr.
,Jackson at the 'Tirginia Trust ·Company.
I was notified by letter from the Trust Company that my
note for $10,000 'vas advertised for sale with· Mr. Paschall's
securities, and I came to Richmond to see about it and to be
present at the sale, and I asked Mr. Jackson what I could do
about it. He said there wasn't anything I could do except
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to pay my note off with interest; that was the only basis on
which he could release it; but I might .see l\1r. Gresham; that
he understood that 1\ir. Gresham and l\1.r. Swink had some
arrangement with Mr. Paschall by which they were going to
buy these securities; so that is when I went to see 1\ir. Gresham, and I told Mr. Gresham that I wanted to
page 553 ~ get my note before the sale if possible; and he
said that he had no right to sell me the securities
because at that time he was not the owner of them; that any
rights to purchase .securities at a reduced price would first
have to have the consent of lVIr. Paschall.
Shall I tell about when I went back to lVIr. Paschall to get
his consent~
l\1r. Bridgers: Go ahead.·
A. (·Continued.) I called ~1:r. Paschall up over the phone
from the office in· the American N a tiona!. Bank. lie said it
was all right with him to buy the note at anything I could get .
it for, and that he and I would settle the matter after,vards.
1\lr. Gresham asked me how much I could pay for the note.
I told him $5,000, and he said. that he would sell it to me for
$5,000. I don't remember exactly whether 1\{r. Gresham said
he would sell it to me be!ore the sale or after the sale; that
part of it is not clear; it· has been four or :five. years ago. I
'vent down to the American N ationa.l Bank and got Mr. 1\iann.
who is an officer of the bank, to give me a Casl1ier's check
for $5;000 for t:wo checks that I gave him, one on_the Bank
of Durham and one on the Bank of Lexington, North Carolina, a total of $5,000. I c.ame back to 1\Ir. Gresham's office
and told him that I had the $5,000 to. pay for. the
page 554 ~ note; but he said "I will have to .withdraw my offer to sell you this note and can't tell you what we
will take for it until after the sale". I said "1\{r. Gresham, I
thought it w~s very clearly understood· that you were to sell
me tl1is note for $5,000". He said "That is a llllltter we can't
discuss further until after the sale'' ; so then I went to the
trust department of the American National Bank and asked
the trust officers there wliom I should get -to represent me
at the sale. 1 don't remember the attorney that I had; he
was from Mr.'. Bryan's office, and I had him plead offset inasmuch as my note wa.s two years old and I had never been notified that this note was at the Virginia Trust .Company; so I
had this attorney to plead an offset just before the securities
were offered for sale; but they were put up and sold to Gresham and Swink, or 1\fr. Gresham, I don't remember which
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(one or the other), and they told me the hvo of them bought
them together. So immediately after the sale I told 1\t[r.
Gresham again that I was ready to pay for the note on the
basis of $5,000. He said they would not sell it to me for that;
that they would sell it to me for $7,500. I told him I was not
able to pay that; that $5,000 was all that I had
-page 555 ~ and all the money I could raise at that time. I
.
went on back to the Riehmond Hotel where I hud
a room. ·I got to thinking about it. I never had had one of
my notes put up and sold (what you might call leg·ally), or
been sued on any obligation I had up to that time, and, more
particularly, in the difficulties I had g·one through with, I felt
like it was no time for my credit to be impaired; so I called
~Ir. Gr~sham up again and told him that I was very anxious
to settle the matter ; that, while· I could not raise the $2,500
in cash, I had some Piedmont Power & Light Company's
bonds. I do not recall whether I gave him $2,500 worth of
Piedmont Power & Light Company's bonds with the $5,000,
but, as I recall.it, the market value of the bonds that I gave
Mr. Gresham in addition to the $5,000 made the difference
of $2,500, which made it $7,500 for the note. So I left the
matter at that and departed and thought everything was all
right, and I didn't hear any more of it until a few months ago.
~Ir. Gresham told me ''This is your opportunity to buy this
at $7,500. He further told me, however, he did not push me
for the difference on it, but I would make it satisfactory to
them. They didn't threaten to put me in jail. He to1d me
that, unless I agTeed with them then, that they were going
to collect it by law, or sue me, or something; and, after I sa'v
~Ir. Gresham, after I settled it with him, he told
page 556 ~ me he had already arranged to have me summoned
to appear here in Richmond instead of suing me
in Durham, and I would have had to pay my $10,000 note plus
two years' interest. If I had not thought my note was collectible, I would not have been attempting to compromise it,
because I believe today I had a rig·ht to ·contest it, and I did
not think it 'vas any of Mr. Gresham's or Mr. S'wink 's affairs.
Q. Do you know whether ~Ir. J. R. Paschall was in Richmond at this time or notf
A·. Yes, ·he was. I came to Richmond with him. I got on
the train in Henderson coming to R.ichmond, and I saw him
on the train somewhere between Norlina and Lacrosse, Va., I
don't know where he got on (I think he came from Georgia)
but I talked to him about this matter then.
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Q. State in detail your conversation with lvir. Jackson regarding the purchase of this note.
A. I didn't have any with Mr. Jackson except just what I
said. I told 1vlr. Jackson I would like to do something about
it. l-Ie said there wasn't anything I could do except pay my
note and pay the interest; that was the only basis on which
the bank could turn it over. "I consider that the best part
of these papers," is what he said, or "one of the best." I
didn't have any conversation with Mr. Jackson
page 557 ~ about it, except that I got a letter from the bank
notifying me that my note was in this paper that
was to be sold, and that the only way I could keep it from
being sold was to pay it, plus interest.
·
Q. Did he give you any reason, or tell you to go to see Mr.
Gre~ham in regard to it f
A. No.
Q. Did he say whether or not JYir. Gresham was interested
in the matter in any way?
A. Not that I recall~ except that he said that Gresham and
Swink had some arrangement, by which they were going to
purchase these securities.
Q. Did he say whether or not lvlr. Paschall knew of that
arrangement 1
·
A. No. He said he understood that JYir. Gresham and J\ir.
Swink had an arrangement with J\:t:r. Paschall about the securities, as I recall it. I haven't thought a thing about this
whole .thing for four years.
Q. Did J\fr. Paschall tell you of any arrangement he pad,
for the purchase of the securities, with Gresham and Swink?
A. Not that I recall.
Q. Were you the owner of the Piedmont bonds that you
delivered to JYir. Gresham at that time?
page 558 ~ A. I· suppose I was. I will tell you how I got
them. I was endorser on a note for Mr. Paschall
at the Merchants Bank in Henderson that those honds were
security for. I paid the note and got the bonds. 'fhe bank
turned them over to me for the note. They notifi~d me that
I had to pay this note, and that this collateral wa~ up. I
think the note \Vas for $10,000. I don't think I got but about
$6,000 worth of Piedmont Bonds. I had a loss of about $7,000
in that note in addition to what I got for the bonds. Some
of the balance of those bonds were with a similar note I had
to pay' at the Ba1ik of Lacrosee, Virginia.
Q. Do you recall whether J\~Ir. Paschall had any knowledge
you were going to use those bonds in settlement of your note
or not?
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A. No, sir. I don't even know whether ~Ir. Pas~hall knew
I had the bonds. I had them. He knew I had to pay that note
out in Henderson.
Q. When you refer to ~Ir. ·Jackson in your testimony, do
you mean 1\Ir. Herbert Jackson, President of the Virginia
'frnst Company?
A. Yes, sir.
By Mr. Buford:

Q.. Ivfr. Bugg, I understood you to say that ~Ir.
page 559 ~ Jackson did not state to you what the agreement
was between l\fessrs. Swink and Gresham on the
one hand and l\Ir. Paschall on the other, but he stated tbat he
understood there was an agreement by which they were to be. come purchasers of those securi ties¥
A. Yes, sir. He told me ~Ir. Gresham and Mr. Swink were
going to buy these securities. That is the reason I went" to
J\Ir. Gresham.
·
Q. Were they going to do that in pu1~suance of an arrangement between them and :Mr. Paschall~
A. That is my understanding.
Note: ·Counsel for Swink, Gresham and others objects to
all the foregoing testimony, especially as to all conversations
between Mr. Bugg, 1\Ir. Jackson and others as being irrelevant and inadmissible; and, without waiving said objection
to the testimony of ~Ir. Bugg, counsel for Swink, Gresham
and others asks the witness the following questions:
page 560 ~

CROSS EXAl\1INATION.

By Mr. Barton:
Q. Where do you live?
A. Durham.
.
Q. What is your occupation?
A. Hotel manager.
Q. How long have you lived in Durham 1
A. Fourteen years.
Q. How long have you kno·wn ~Ir. PaschalU
A. Practically all my life.
Q. How long have you known Mr. Gresham?
A. Pretty nearly the same length of time. I firs~ kne":
1\[r. Gresham in Norlina, about around 1900 I reckon.
Q. When was it that you had your first conversation with
1\fr. Gresham in reference to your note~
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A. I don't know whether it was the afternoon before the
sale or the morning of the sale.
Q. You have stated in your testimony in chief that, following the acquisition by you of_ your note from •Swink and
Gresham, after they had acquired it together with other securities at the sale, you had no· further conversation, or
knew nothing further about it until a few months ago; is
that correct?
A. Yes, sir.· I never discussed it with a soul
page 561 ~ in the world that I lmow of.
Q. With 'vhom, did you discuss it a few months
ago?
A. 1\{r. Bridgers.
Q. How long ago was that?
A. I believe it was about two months ago, I believe it was.
It was some time in September, as I recall it; I am not sure
about that; he took my deposition in his office, or somebody
did. He has got a record of it.

Mr. Barton: Mr. Bridgers, will you put in the record that
evidence now?
}fr. Bridgers: If you want me to put the affidavit in.
(:Handing l\lr. Barton paper.)
·Witness: That was taken at that time.
By Mr. Barton:
Q. Is that the first conversation you had with Mr. Bridgers
in reference to it when you gave this affidavit?
A. That was the first conversation I had with 1\{r. Bridgers
about it. l\1:r. Pasch~ll called me up over the phone and asked
me about the transaction with Mr. Gresham, or the conversation I had with l\1:r. Gresham about it beforehand.
Q. How long beforehand?
A. I imagine two weeks. I am just guessing
pa.ge 562 ~ at that. It was not very far one way or the other.
Of course, I make that just from memory, yon
understand, because, after four years, I hadn't thought about
this thing at all and it was off my mind, but it is as near as
I can recollect the conversation as I stated.
Q. Were you actually present at the sale of those secnrities?
A. Yes, sir~
Q. Did you bid Y
A. No, sir.
Q. Why didn't you bid~
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A. Well, I thought I was going to buy it from Mr. Gresham
after the sale.
Q. Could you have bid Y
A. Oh, yes.
Q. Was ~Ir. Paschall present 1
A. No, I don't think so; I am not sure about that. I had
a representative there to represent me and plead an_ offset
to that thing as I told you before.
Mr. Buford: Mr. Barton, have you introduced the affidavit?
Mr. Barton: No, I haven't introduced it.
page 563

~

By l\{r. Barton :
·
Q. J\tir. Bugg, when did you first find out that
the Trust Company held your note~
A. I got a letter from the Tn1st Company about it. I
think they enclosed a clipping from a paper, that the securities were advertised for sale; either that or somebody called
my attention to it, I don't recall. I just don't know how·
I got the inforniation, that it was to be sold. I think it came
through the Trust Company. Either Mr. Jerman or 1\f.r.
Jackson signed the letter, I don't know which.
Q. That was just prior to or during the time that these
securities were being advertised for sale by the Virginia
Trust Company?
A. Yes, sir. That was the :first information I had that rr1y
note was up there with these other securities. I Imew it was
somewhere but I hadn't been able to locate it up to that
time.
Q. I believe you stated in your examination in chief that
1\{r. Gresham declined to treat with you in reference to your
note prior to the sale, did you not?
A. That was after the sale when he told me-He told IDf:!
before the sale when I went back up ·there to tender him this
$5,000; but my understanding with Mr. Gresham was, if
they bought that note, they would sell it to me for
page 564 r $5,000. I didn't know then Mr. Swink and Mr.
Gresham were partners in the transaction, or I
don't recall it. When I went back to 1\ir. Gresham and told
him I had arranged to pay the $5,000 for the note, he told me
he couldn't tell me what he would sell it for until after the
sale; that he would withdraw what he had told me about the
sale of it.
Q. So you had no definite arrangement to purchase thP
note prior to the sale?
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A. vVhen I first discussed it with J\1r. Gresham, he told me
that he would buy the note, or, if they bought these securities:they would sell me the note for $5,000. When I went to the
bank and got the $5,000 and came back to ~ir. Gresham's
office and told him I had arranged to buy the note, he told ~e
that he would have to withdraw his agreement until after
the sale, and then they \vould trade with me after the sale.
Q. Are you quite sure that you did have further conversation with 1v[i. Gresham and tendered him the $5,000¥
A. I didn't tender it to him, but I had it. That was my
idea in going back to him, and he told me he couldn't tell me
what he would sell my note for until after the
page 565 ~ sale.
Q. Is that the only time that you saw him~
A. I don't think so. I am quite certain I went to the bank
and got the $5,000 and went back to him and told him I had
arranged it. I said, "I think I will give $5,000 for it". That
is as I recollect about it. I feel absolutely certain about it.
Q. Your recollection after all these years is sort of hazy?
A. I don't know whether it is or not. I believe that is
absolutely correct.
Q. Did ~Ir. Gresham tell you he could not treat with yon
because he didn't know \vhether he would become purchaser
of these securities f
A. Yes, sir, absolutely. That is the last co'nversation 1
had with him about it.
Q. You think 1\ir. Jackson is a fine man, don't you 7
A. I certainly do, as :fine as any in the State of Virginia.
Q. You would believe any testimony he gave in this case?
A. I would believe he was sii1cere in what he said. I believe any man can be mistaken about his testimony. I would
like for you to ask me the other question, too. I think as
much of Mr. Gresham as I do of any man I know.
page 566

~

RE-DIRECT EXA.l\iiNATION.

By 1\fr. Buford:
Q. Mr. Bugg, you say you indicated these facts to Mr.
Bridger the clay he took your affidavit?
A. I didn't do it to :1\!fr. Bridgers. I dictated that to a
lady who took my deposition ·in his office.
Q.. That was the time that Mr. Bridgers became aware of
what you knew?
A. Yes, sir. I never had discussed it with Mr. Bridgers
until that time.

390

Supreme Court of Appeals of Vfrginia.

Q. I notice the affidavit is dated November 3rd, 1927. That
is the date?
A. That is the date, whatever that date was. ! was thinking- it 'vas earlier than that.

RE-CROSS

EXA~IINATION.

By Mr. Barton:
Q. How much· earlier than that date in the affidavit was
the date of your conversation 'vith Mr. Paschall T
A. It was not over two weeks if it was that much.
Q. Can you :fL."'<: the date of your conversation with ·Mr. Paschall by any reference?
pag-e 567 ~ A. Yes, I expect I can come pretty close to it.
1\tir. Bridgers can help me out in that regard. You
remember a party that my sister had in Henderson when I
was over there at that time and I wanted to see Mr. Paschall
on another matter. That was the first time that he asked me
abo"ut this transaction at all and the _first time 1 had spoken
to Mr. Paschall or seen him -in three years. He asked me
about this matter.
Q. Was ~1:r. Bridgers present at the party?
A. No. I was talking over the telephone. I think I was
at my sister's residence in Henderson talking over the telephone to Mr. Paschall in Mr. Bridgers' office. That 'vas
about ten days or two weeks, I imagine, before this affidavit,
when Mr. Bridgers notified me he wanted to take this affiQ. Can you fix the date of this party?
A. No.
Q. Was it in October?
Witness: What time was that affidavit signed f
Mr. Bridgers: November 3rd.
A. Just a few days before that. I can't fell you exactly.
By Mr .. Barton:
Q. Did Mr. Paschall call you at your sister's house"!

A. Yes, sir, but he called me in response to my
page 568 J letter. I told him I would be in Henderson. I
asked him for an engagement; I had to have some
information from him on some matters before the Federal
Government; I wanted to see him. I told him I would be in
Henderson, and he called me at my sister's and told me he
would see me that night. I told him I could not see him then,
but made an engagement to· see him later on.
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Q. He called you from -Mr.· Bridgers' office?
A. Yes, sir.
Q. How do you know that?
.
A. He told me he was there. He told me to meet him there ;
he wanted Mr. Bridgers to pass on the information.
Q. That 'vas the first intimation you had?
A. That was the first word that was spoken between ~Ir.
Paschall and myself about any matters, the first time I had
seen him or talked to him in nearly three years; I think it
was about three years.
And further this deponent sait.h not.
Note: Signature of the witness to the foregoing deposition
is expressly waived by agreement of parties by counseL
page 569 }-

Note: The right to introquce rebuttal testimony is reserved by counsel for the plaintiff and
Swink and Gresham.

Mr. Barton: Counsel for Swink and Gresham moves the
Commissioner to exclude the evidence of :h-Ir. W. I. Bugg that
has just been taken, on the ground that it clearly shows that
it is the result of an inquiry made by Mr. Paschall in two
"reeks after the formal closing of the previous depositions;
that it was such an inquiry as Mr. Paschall could have readily
.made any time after the .beginning of this cause and up to
the closing of these depositions, and such an inquiry as 1\!Jr.
Paschall and his counsel were in duty bound to make, and
his and their failure to make such an inquiry Is conclusive
evidence that they have not exercised due diligence necessary
in order to justify a reopening of the testimony.
Mr. Buford: The evidene of 1\{r. Bugg does
page 570 ~ not show that he made the communication to Mr.
Paschall within two weeks. after the closing of
the depositions on September 28th. The witness cannot fix
the date of the communication 'with Mr. Paschall.
The further taking of these depositions is adjourned to
Thursday, the 26th day of January, 1928, at 11 o'clock A. M.,
at the same place.
(Signed)

JNO. B. MINOR,

Commissioner.
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page 571

~

State of Virginia, •
City of Richmond, ss :

I, John B. ::Minor, a Commissioner in Chancery for the Law
and Equity Court of the City of .Richmond, Virginia, do hereby certify that the foregoing depositions of Thomas C. Gordon, George J. Shepherd, T. A. Hewl13tt, Thomas Gresham,
A. 0. Swink, R. A. Harris, John C. Easley, R. H. Bruce,
Edgar Allan, Jr., J. R. Paschall, William L. Gignilliat, H.
W. Jackson, R. 0. Gardner and E. I. Bugg \vere duly taken
before me under oath and at the times and places therei~
set forth, that they 'vere taken pursuant to the annexed notice
and for the purpose in the caption set forth, and that the
~signatures of all of said witnesses were duly waived by
counsel.
Given under my hand this 20th day of December, 1927.
JNO. B. 1viiNOR,
Commissioner.
page 572

~

EXHIBIT GORDON NO. 1.
J. B. M. Com'"r.

GRANITE HALL F .ARMS CORPOR.ATION
FIRST MORTGAGE SIX PER CENT GOLD NOTE
$40,000.00
Five years after date GRANITE HALL FARMS CORPORATION, for value received, promises to pay its own
order, at the office of the VIRGINIA TRUST COMPANY
in the City of Richmond, Virginia, FORTY THOU8AND
DOLLARS, with interest at the rate of six per cent per annum, payable semi-annually, at said Virginia Trust Company.
The maker and endorsers of this note hereby jointly and
severally waive protest, presentation and notice of dishonor,
and hold themselves :firmly bound as if same had been regularly protested and notice duly served upon them, and likewise waive the benefit of any exemptions under the homestead or bankrupt laws as to this debt.
TillS NOTE is secured by a certain mortgage bearing·
even date herewith from Granite Hall Farms Corporation
to the Virgi~ia Trust Company, duly recorded in Meclden.burg County, Virginia.
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Reference is hereby made to said mortgage for a statement of the terms and conditions upon which this note is
executed and delivered and for the order in which same is
secured. The right is reserved by the maker to anticipate
the payment hereof upon the terms set forth 1n said Mortgage.
IN WITNESS WHEREOF, GRANITE HALL FARMS
CORPORATION has c.a.used this note to be executed in its
corporate name by its President, and to be sealed with its
corporate seal, duly attested by its Secretary, at Richmond,
Virginia, the 1st day of May, 1920.
GRANITE HALL FARlVIS CORPORATION,
By J. R. PASCHALL,
President.
United States
Internal Revenue
Stamps $20.Uu
(Seal)
J A1viES MULLEN
Secretary.
page 573

~

EXHIBIT "·GORDON NO. 1".

J. B. 1L Com'r.
(TRUS-rrEE'S. CERTIFICATE)
THIS IS TO CERTIFY that this note is the note described in the within mentioned mortgage dated :May 1, 1920.
VIRGINIA TRUST COMPANY,
By J. M. CARTER, JR.., Secretary." .
(on

rever~e

side)

Aug 21, 1923. interest to date on this note has been adjusted to our satisfaction-Va. Trust Co. (HWJ-JRW)
GRANITE HALLS FARJ\tiS CORPORATION,
By J. R. PASCHALL,
Pres & Treas.
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GUARANTY

I, the undersigned, for value received and in consideration
of the purchase of this Note by the holders hereof, guarantee
the prompt payment of this Note, both principa\ and interest,
as and when the the same becomes due, and hereby agr~e
to remain bound for the payment thereof, notwithstanding
any extension of time that may be granted to the obligor,
waiving·au notice of protest; and further agree nqt to clain1
any right to be subrogated to the rights of the holder hereof
until all of the Bonds and Coupons referred to in the within
mentioned Deed of Trust have been paid in full.
WITNESS the following signature and seal the day and
date in this Note stated.

J. R. PAS CRALL
EXHIBIT "GORDON NO.2".

J. B. M. Com'r.
page 574

~

Richmond, Virginia,
Oet 27;'21.

Received of VIRGINIA TRUST C01viPANY bonds Nos~
1-5 Granite Hall Farms Corpn. due _l\!ay 1, 1921.

J. R. P...~SCIIALIJ.
GRA~TE HAL~

JrARMS CORPN.

Exhibit ''·Gordon No. 2''.
page 575}

J. B. lL Com 'r.

EXHIBIT "GORDON NO.3".
J. B. M. Comr.
September 9, 1920.

Mr. J. R. Paschall,
Merry Mount, N. C.
Dear Sir:Referring to Mr. Jerman's letter to you today, I am for-
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'varding under separate cover the following papers pertain:.. ·
ing to your previous loans ;
·

I
Deed from Granite Halls Farms Corporation to Virginia
Trust Company, Trustee, dated February 19, 1919.
92 Cancelled bonds Granite Halls Farms Corp. at $1,000
each, dated October 1st, 1912, being Nos. 8 to 100, inclusive.
Cancelled bonds "Nos. 1 to 7, inclusive, having been previously returned to you.
Cancelled bonds at $1,000.00 each of Granite Hall Farms
Corporation, being Nos. 1 to 75, inclusive and dated January
2nd, 1919.
3 cancelled notes of the Granite Hall Farms Corporation
and J. R. Paschall, dated Jan. 3rd, 1919 for the respective
sums of $20,0_00, $25,000 and $30,000 ..
2 cancelled notes of Granite Hall Farms Corp0ration and
J. R. Paschall, dated Jan. 3rd, 1919, at $900.00.
4 cancelled notes of Granite Hall Farms Corporation and
J. R. Paschall, dated Jan. 3rd, 1919, at $750.00. .
6 cancelled notes .of Granite Hall Fa1,ms Corporation and
J. R. Paschall, dated Jan. 3rd, 1919, at $600.00 each.
Very truly yours,
Manager, Bond

1J~partment.

Exhibit "Gordon No. 3".

J. B. M. Com 'r.
page 576}

EXIITBIT ''GORDON NO. 4''.

J. B. M. ·Com 'r.
August 16, 1923.
Mr. J. R. Paschall,.
Merry Mou~t, N. C.
Dear Mr. Paschall :
DefaUlt hav!ng been made in one. of the two (2) $15,000.00
notes, dated May 1st, 1920, and secured to be paid under
your collateral trust agreement o£ even date therewith,
beg to advise you that pursuant to the authority and power
given to the Virginia- Trust Company as Trustee under said

we
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· agreement, we shall proceed to sell and dispose of the remainder of the collateral pledged as security for the above
mentioned two (2) notes, viz :
$40,000.00 second mortgage note of Granite Hall Farms
Corp.;
·
$35,000.00 Piedmont Power & Light Company bonds;
$10,000.00 Bugg note.
It is our purpose to sell this collateral at public sale at
the brokers' board after three days' published notice, and wcr
are handing you herewith enclosed a copy of the notice substantially in the form in 'vhich it 'viii be published~
Yours very truly,.
Vice-President.
Exhibit "Gordon No. 4".

J. B. M. Com'r.

vth
page 577

~AUCTION

SALE OF COLLATERAL SECURITIES.~

By direction of the holder of two certain notes, 'We will
offer for sale at public auction on Tuesday, August 21st,
1923, at 12:15 o'clock p.m. at the Richmond Stock Exchange,
No. 1015 East 1Iain Street, Richmond, Va., and _will sell for
cash and deliver to the highest bidder, the following mentioned securities, pledged under said two notes, namely :
• 1

A note of E. J. Bugg for $10,000.00, dated Jan. 1st, 1920,
and made payable two years after date, with interest at
6%. This note is collaterally secured by $12,000.00, par
value, of Refuge Plantation, Inc., Bonds, of the denomination of $1000.00 each.
A note of the Granite Hall Farms Corporation for $40,000.00, dated J\riay 1st, 1920, and made payable five years after
date, with interest at 6% (payable semi-annually) and purporting to be secured under a certain- deed of trust (on 1600
acres of land in Mecklenburg County, Va.) to Virginia Trust
Co .. Trustee, of record in Clerk's office of said County in
T. D. B. 17, p. 428; but this note is subject in lien right and ·
security to the payment of $60,000.00 (since·reduced by pay-

---~
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ment to $55,000.00 of principal) of bonds of said corporation,
·
and any unpaid interest due on said bonds.
$35,000.00 of Sunberry Lumber Co. 6% 15 year Gold Bonds,
dated lOth Jan., 1910, due lOth Jan., 1925, with coupon due
lOth July 1910 and all subsequent coupons attached. Being
35 bonds of denomination of $1000.00 each.
$35,000.00 of Piedmont Power & Light Co. 6% Income
Bonds, datedlst June, 1919, with coupon due 1st June 1920
and all subsequent coupons attached. Being 20 bonds of denomination of $500.00 each and 25 bonds of denomination of
$1000.00 each.
DAVENPORT & COMPANY.
page 578

~AUCTION

SALE OF COLLATERAL SECURITIES.

By direction of the holder of two certain notes, we will
offer for sale at public auction, on TUESDAY, AUGTJST
21ST, 1923, a.t 12:15 o'clock P. M., at the Richmond Stock
Exchange, No. 1015 East ~fain Street, Richmond, Va., and
will sell for cash and deliver to the highest bidder the following mentioned securities, pledged under said two notes, ·
MID~:

.

· A note of E. J. Bugg for $10,000.00, dated January lst,
1920, and made payable two years after date, with interest
at 6%. This note is collaterally secured by $12,000.00, par
value, of Refuge Plantation, Inc., Bonds, of the denomination of $1,000.00 each.
.
,
A note of the Granite Hall Farms Corporation for $40,000.00, dated l\fay 1st, 1920, and made payable five years
after date, with interest at 6% (payable semi-annually), and
purporting to be secured under a certain deed of trust ( ou
1,600 acres of land in ~Iecklenburg County, Va.) to Virginia
Trust Co., Trustee, of record in Clerk's Office of said County
in T. D. B. 17, page 428, but this note is subject in lien right
and security to the payment of $60,000.00 (since reduced by
payment to $55,000.00 of principal) of bonds of said corporation, and any unpaid interest due on said bonds.
$35,000.00 of Sunberry Lumber Co. 6% 15-year Gold Bonds,
dated lOth January, 1910, due lOth July, 1925 with coupon
due lOth July 1910 and all subsequent coupons attached.
Being 35 bonds of denomination of $1,000.00 each.
$35,000.00 of Piedmont Power and Light Co. 6% Income
Bonds, datecllst J ~ne, 1919, with coupon due 1st June, 1920,
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and all ·subsequent coupons attached. Being 20 bonds of
denomination of $500.00 each and 25 bonds of denomination
of $1,000.00 each.
DAVENPORT & CO.
Exhibit "Gordon No. 5".
J. B. M. Cont'r.
page 579

~

EXHIBIT "GORDON NO. 6".
J. B. M. Com'r.

J.R.P.ASCHALL
$35,000.00
Bonds, Sunberry Lumber Co.,
35,000.00
·Bonds, Piedmont Power & Light Co.,
Note. E. I. Bugg, secured by $12,000.00 Bonds
10,000.00
·
Refuge Plantation,
40,000.00
Note. Granite Hall Farms Corp.,
The above securities, held by us under $60,000.00 Collatera]
Trust Agreement, were sold at public auction today and bid
in by Edgar AlJan, Jr., for $37,200.00.
The following statement shows disposition of the proceeds
·
of the sale :
Note due May 1, 1923,
$15,000.00
Note due May 1, 1924,
15,000.00
Int. on above from Sept. 1, 1922 to date @ 6%, 1,770.00
Int. pd. Bond Dep. ajc Granite Hall Farms Corp., 5,270.25
Clleck to Times-Dispatch, a.jc advertising sale
31.57
Check to Davenport & Co., conducting sale,
100.00
Check to J. R. Paschall, to balance,
28.18
$37,200.00
Aug. 21st, 1923.
page 580

~

EXHIBIT "GORDON NO. 7".
J. B. ~L Com'r.
August 24th, l 92:J.
1\Ir. J. R. Paschall,
Merry Mount, N. C.
Dear Mr. Paschall :
· · We are .enclosing herein a statement of the list of the col.laterals which we held under your Collateral Trust Agree-

--~-------

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.

399

ment and also all of your notes marked paid or cancelled,
and a check to your orde~ for the balance due you, $28.18. ·
Sincerely yours,
Asst. Treasurer.

WBJ/A

page 581}

EXHIBIT GORDON #8.

COPY
August S, 1923.
Mr. E. I. Bugg,
. Hotel Malbourne,
Durham, N. C.
Dear Mr. Bugg,
Your favor of the 6th instant is at hand, enclosing us Mr"
Swink's letter, together with a carbon of your reply.
you evidently have a misconception of this matter; we
have not turned over your note to lVIr. Swink ·at all. Mr.
Paschall simply gave him an assignment for his equity in the
note: after our debt 'vas paid. We are still holding your note
as collateral to :Mr. Paschall's obligation, and Mr. Swink will
have no interest in the matter until after Mr. Paschall's indebtedness to us has been settled.
Yours very truly,
Vice-President.
Exhibit "Gordon No. 8".

J. B. M. Com'r.

vtb
page 582

~

EXHIBIT "HE-WLETT NO.1".

J. B. M. Com 'r.
The within obligation is hereby assigned to ............ ,
.
'vithout recourse, against the undersigned; and with the dis- -----:tinct understanding that it is to be inferior in dignity to
that of the lien of all the other obligations secured in the
within mentioned deed of trust.
VIRGINIA TRUST COMPANY,
By ................... .
Treasurer.
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page 583 ~

EXHIBIT ''SWINK'' I.
J. B.

~I.

Com'r.
April 14, 1924..

Mr. J. R. Paschall,
Merry 1\IIount, N. C.
Dear Colonel:
The Virginia Trust Com-pany is constantly after 1\Ir..
Gresham and I as to what 've are going to do about the mortgage they hold on Granite Hall 'vhich they allege is $18,500.00 now overdue. 'Ve are also advised that there are
some overdue taxes and another interest payment becomes .
due May 1, 1924.
We, of course, do not want to do anything that will in
any way prejudice your rights, but as we purchased the seeond mortgage note, we are, of cottrse, interested. We are,
therefore~ bringing the matter to your attention and request
that you arrange with the Virginia Trust Company to take
care of overdue interest, taxes and three principal notes of
$5,000.00 each. Mr. Jackson insists that s.omething will have
to be done before ~fay 1st or else they will proceed to foreclose under the mortgage which they hold. Should Mr. Jackson decide to foreclose during the month of ~Iay, if you have
any financial friends who would care to take up these deferred payments and reinstate the loan so that the $40,000.00
additional to the above might be carried to the end of the
time, we will be glad to confer with you or him in regard
thereto. Or, should anyone decide to purchase the t'vo mortgages which 'vould be more desirable to us, we 'vould be
g~a.d to co~unicate or confer with any such party, yourself in preference.
Please let us hear from you promptly so we can ~ive l'\ir.
Jackson something definite, for, as stated, he is after us constantly.
Cordially yours,
page 584 ~

EXHIBIT '' SWINI{'' 2.

J. B.
1Yir. J. R. Paschall,
Merry Mount, N. 0.
Dear Colonel :

~I.

Com'r.
June 23, 1.924.

I wrote yon on April 14th in regard to past due interest,
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taxes and three principal notes for $5,000.00 first mortgage
on Granite Hall. As I wrote you before l\1:r. Gresham· and
I purchased the second mortgage on Granite Hall.
The Virginia Trust Company state they are· going to foreclose unless the taxes, interest and insurance are paid. I
understand you saw l\fr. Jackson last week, but if you have
not arrang·ed to take care of the foregoing, please let me
know what your intentions are. Please let me hear from you
promptly.
With kindest regards, I am,
Cordially yours,
page 585

~

EXHIBIT "JACKSON NO. 1".
J. B. M. Com'r.

Dear Bill:
File this with the trust agreement of J. R. Paschall.
I agree today that we would release to him $35,000 Piedmont Electric bonds upon pa:yment of $21,000, to be credited
on his debt; that we would also release the Sunberry bonds
and the Camden bonds on .the same basis; also that we 'vould
release the Township bonds and credit his notes with ,the
proceeds at whatever they could be sold at, and he is to give
me the data about those bonds so that I can see if we cannot
sell the $70,000 which he owns an~ thus get the money for
our $23,000 of bonds.

H. W. ,J.
September 14th.

MR. W. B. JERMAN.

8/2/21
l\fr. Jackson agreed to release the To,vnesville Bonds upon
payment of $125.00 Int.

page 586

~

EXHIBIT ''GRESHAM NO.1''.

J. B. M. Com'r.
For value received, I hereby. assign to A. 0. Swink a11
equity in the E. I. Bugg note after Va. Trust do. receives

402
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Five thousand dollars and my equity in the $30,009.00 Pied.:.
month Power & Light Company Bonds after the Va. Trust
Co. i~ paid fifteen thousand dollars, this assignment is to
secure my personal note for Ninety nine hundred and eighty
five hundred dollars. $9985.00, payable to A. 0. Swink or
order and in~erest and the expenses incident to tl1e collection
of said notes as therein provided. This is subject to the consent of Virginia Trust Co.
Given under my hand and seal 31st July, 1923.

J. R. PASCI-IALL,
page 587 ~

(Seal)

EXHIBIT "GRESHAivf NO. 2 ".

J. B. M. Com'r.
$3000.00

Nov. 1, 1920

Four months after date I promise to pay to Thomas
Gresham or order, at . . . . . . . . . . . . . . . . . . THREE TI-IO lJSAND AND N0/100 Dollars, for value received, having deposited as collateral security for the payment of this and
any other liability of . . . . . . . . . . to the holder hereof, now
due or to become due, or that may hereafter be contracted,
the following property, with authority to use, transfer or
hypothecate said coilaterals; it being· required, on payment
or tender at maturity of aboYe amount, that. the holder hereof shall return an equal quantity of said securities, and not
tlre specific security deposited, viz:
$3000. par value Stock Hamilton R.idg·e Lumber the market value of which is now $. . . . . . . . with the further right:
to call for additional security, in case there should be a decline in the market value thereof; and on failure to respond
according to the tenor of this obligation, said obligation shall
be deemed to be due and payable without demand or notice,
with full power and authority to the holder hereof to sell and
assign and deliver the whole of the above mentioned security
or any part thereof. ()r any substitute therefor, or any additions thereto, at public or private sale, at thf:l option of th<~
said holder or his assigns, on the non-performance of thiR
promise, or the non-payment of any of the liabilities above
mentioned, at any time or times thereafter, without demand,
advertisement or notice. And after deducting all legal or
other costs and expenses for collection, sale and delivery,
to apply the residue of the proceeds of such sale or sales:
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so to be made to pay any, either or all of said above mentioned liabilities, as said holder or his assignd shall deem
proper, returning the overplus to the undersigned. The
maker and endorser of this note hereby, waive any benefit
of exemption under Homestead or Bankrupt
page 588 } Laws as to this debt. and agree in event of default in payment at maturity to pay 10 per cent.
on the face of this note for attorney ·fees and cost of collection.

J. R. PASCHALL.
page 589}

EXHIBIT

"GRESHA~I

NO.2".

J. B. 1\[ Com 'r.
$5000.00

Nov. 1, 1920.

Four months after date I promise to pay to Thomas
Gresham or order, a.t . . . . . . . . . . . . . . . . . . FIVE THOUSAND and no/100 Dollars, for value received, having deposited as collateral security for the payment of this and any
other liability of ........ to the holder hereof, now: due, or
to become due, or that may hereafter be contracted, the following property, with authority to use, transfer or hypothecate said collaterals; it being required, on payment or tender at maturity of above amount, that the holder hereof
shall return an equal quantity of said securities, and not the
specific security deposited, viz :
$5000.00 par value stock Hamilton Ridge Lumber Corp.
the market value of which is now$ ........ with the further
right to call for additional security, in case there should be a
decline in the market value thereof; and on failure to respond according to the tenor of this obligation, said obliga~
tion shall be deemed to be due and payable without demand
or notice, with full power and authority to the holder here- ·
of to sell and assign and deliver the whole of the above
mentioned security or any part thereof, or any substitute
therefor, or any additions thereto, at public or private sale,
at the option of the said holder or his assigns, on the nonperformance of this promise, or the· non-payment of any of
the liabilities above mentioned, at any time or times thereafter, without demand, advertisement or notice. And after
deducting all legal or other costs and expenses for collection, sale and delivery, to apply the residue of the proceeds
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of such sale or sales so to be made to pay any, either or all
of said above mentioned liabilities, as said holder or his
ass~gns shall deem proper, returning the overplus to the
undersigned. The maker and endorser of this note hereby,
'vaive any benefit of exemption under Homestead
page 590 r or Bankrupt Laws as to this debt, and agree in
event of default in payment at maturity to pay
10 per cent. on the face of this note for attorney fees and cost
of collection ..

J. R. PASCHALL ..
page 591

~

EXHIBIT "GRESHA1\1: NO.2".

J. B. M. Com"r ..
$5000.00

Nov. 1, 1920

Four months after date I promise to pay to Thomas
Gresham or order, at . . . . . . . . . . . . . . . . . . FIVE THOUSAND and no/100 Dollars, for value received, having deposited as. collateral security for the payment of this and
any other liability of ............ to the holder hereof, no'v
due or to become due, or that may hereafter be contracted..
the following property, with authority to use, transfer or
hypothecate said collaterals; it being required, on payment
or tender at maturity of above amount, that the holder hereof shall return an equal quantity of said securities, and not
the specific security deposited, viz:
$5000.00 par value stock Hamilton Ridge Lumber Corp.
the market value of which is now$ ........ with the further
right to call for additional security, in case there should be a
decline in the market value thereof; and on failure to respond according to the tenor of this obligation, said obligation
shall be deemed to be due and payable without demand or
notice, with full power and authority to the holder hereof
to sell and assign and deliver the whole of the above mentioned security or any part thereof, or any substitute therefor, or any additions thereto, at public or private sale, .at
the option of the said holder or his a.ssigns, on the nonperformance of this promise, or the non-payment of any of
the liabilities above mentioned, at any time or times thereafter, without· demand, advertisement or notice. And after
deducting all legal or other costs and expenses for collection,
sale and delivery, to apply the residue of the proceeds of
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such sale or sales so to be made to pay any, either or all
of said above mentioned liabilities, as said holder or his
assigns shall deem proper, returning the overplus to the
undersigned. The maker and endorser of this note hereby,
waive any benefit of exemption under Homestead
page 592 ~ or Bankrupt Laws as to this debt, and agree in
event of default in payment at maturity to pay
10 per cent. on the face of this note for attorney fees and cost
of collection.

J. R. PASCHALL.
page 593

~

EXIIIBIT

"GRESH.A~I

NO. 2 ".

J. B. M. Com'r.
$5000.00

Nov. 1, 1920

Four months after date I promise to pay to Thomas
Gresham or order, at .................... FIVE THOUSAND AND no/100 Dollars, for value received, having deposited as collateral security for the payment of this and any
other liability of . . . . . . . . of the holder hereof, now due 01~
to become due, or that may hereafter be contracted, the following property, with authority to use, transfer ar hypothecate said collaterals; it being required, on payment or tender at maturity of above amount, that the holder hereof shall
return an equal quantity of said securities, and not the specific security deposited, viz:
$5000.00 par value Stock Hamilton Ridge Lumber Corp.
the market value of which is now $ ........ with the further
right to call for additional security, in case there should be
a decline in the market value thereof; a~d on failure to respond according to the tenor of this obligation, said obligation shall be deemed to be due and payable without demand
or notice, with full power and authority to the holder hereof
to sell and assign and deliver the whole of the above mentioned security or any part thereof, or any substitute therefor, or any additions thereto, at public or private sale, at
the option of the said holder or his assigns, on the nonperformance of this promise, or. the non-payment of any of
the liabilities- above mentioned, at any time or times thereafter, without demand, advertisement or notice. And after
deducting all legal or other costs and expenses for collection,
sale and delivery, to apply the residue of the proceeds of

4\J6
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such sale or sales so to be made to pay any, either or a11 of
said above mentioned liabilities, as said holder or his assigns
shall deem proper, returning the overplus to the undersigned.
The maker and endorser of this note hereby waive any benefit
of exemption under Homestead or Banl\:rupt Laws
page 594 ~ as to this debt, and agree in event of default in
payment at maturity to pay 10 per cent. on the
face of this note for attorney fees and cost of collection.

J. R. PASCHALL.
page 595 ~

EXHIBIT

"GRESHA~I NO.2".

J. B. M. Com'r.
$5000.00

Nov. 1, 1920

Four months after date I promise to pay to Thomas
Gresham or order, at ............... ·..... FIVE THOUSAND AND no/100 Dollars, for value received, having deposited as collateral secu1ity for the payment of this_ and any
other liability of ........ of the holder hereot, now due or
·to become due, or that may hereafter be contracted, the following property, 'vith authority to usc, transfer or hypothecate said collaterals; it being required, on payment or tender at maturity of above amount, that the holder hereof shall
return au equal quantity of .said security, and not the specific security deposited, viz :
$5000.00 par value Stock Hamilton Ridge Lumber Corp.
the market value of which is now$ ........ with the further
right to call for additional security, in case there should be
a decline in the market value thereof; and on failure to respond according to the tenor of this obligation,· said obligation shall be deemed to be due and payable without demand or notice, with full power and authority to the holder
hereof to sell and assign and deliver the whole of the above
mentioned. security or any part thereof, or any substitute
therefor, or any additions thereto, at public or private sale,
at the option of the said holder or his assigns, on the nonperformance of .this promise, or the non-payment of any or
the liabilities above mentioned, at any time or times thereafter, without demand, advertisement or notiet:'. · And after .
deducting all legal or other costs and expenses for collection,
sale and delivery, to apply the residue of the proceeds of
such sale or sales so to be made to pay any, either or all of
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said above mentioned liabilities, as said holder or his assigns
shall deem proper, returning the overplus to the undersigned. The maker and endorser of this note hereby, waive
any benefit of exemption under Homestead or
page 596 } Bankrupt Laws as to this debt,- and agree in event
of default in payment at maturity to pay 10 per
cent. on the face of this note for attorney fees and cost of
collection.

J. R. PASCHAIJL.
page 597 }

EXHIBIT ''GRESHAJ\!I NO. 2".

J. B. M. Com'r. ·
$5000.00

Nov. 1, 1920

Four months after date I promise to pay to Thomas
Gresham or order, at .................... FIVE THOUS-AKD AND no/100 Dollars, for value received, having deposited as collateral security for the payment of this and
any other liability of ........ of the holder hereof, now due
or to become due, or that may hereafter be contracted, the
following property, 'vith authority to use, transfer or hypothecate said colla.terals; it being required, on payment or
tender at maturity of above amount, that the holder hereof
shall return an equal quantity of said securities, and not the
specific security deposited, viz:
$5000.00 par value stock Hamilton Ridge Lbr. Corp. tl1e
market value of 'vhich is now $. . . . . . . . with the further
right to call for additional security, in case there should be
a decline in the market value thereof; and on failure to respond according to the tenor of this obligation, said obligation shall be deemed to be due and payable without demand or notice, with full power and authority to the holder
hereof to sell and assign and deliver the whole of the above
mentioned security or any part thereof, or any substitute
therefor, or any additions thereto, a.t public or private sale~
at the option of the said holder or his assigns, on the nonperformance of this promise, or the non-payment of any of
the liabilities above mentioned, at any time or times there~
a.fter, 'vithout demand, advertisement or notice. And after
deducting all legal or other costs and expenses for collection,
sale and delivery, to apply the residue of the proceeds of
such sale or sales so to be made to pay any, either or all
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of said above mentioned liabilties, as said holder or his assigns shall deemed proper, returning the overplus to the
undersigned. The maker and endorser of this note hereby,
waive any benefit of exemption under Homestead
page 598 ~ or B·ankn1pt Laws as to this debt, and agree in
event of default in payment at maturity to pay
10 per cent. on the face of this. note for attorney fees and cost
of. collection.

J. R. P ASOHALL.
page 599

~

EXHIBIT ''GRESI-IAM NO.2''.

J. B. M. Com'r.
$5000.00

Nov. 1, 1920'

Four months after date I promis·e to pay to Thomas
Gresham or order, at .................... FIVE THOU8AND AND no/100 Dollars, for value received, having etcposited as collateral security for the payment of this and
any other liability of ........ of the holder hereof, now due
or to become due, or t.ha.t may hereafter be contracted, the
following property, with authority to use, transfer or hypothecate said colla.terals; it being required, on payment or
tender at maturity of above amount, that the I1older hereof
shall return au equal quantity of said securities, and not the
specific security deposited, viz :
$5000.00 par value Stock Hamilton Ridge Lumber Corp.
the market value of which is now $ ........ with the further
right to call for additional security, in case there should be
a decline in the market value thereof; and on failure to respond according to the tenor of this obligation, said obligation shall be deemed to be due and payable without demand
or notice, with full power and authority to the holder hereof
to sell and assign and deliver the ,vhole of the above mentioned security or any part thereof, or any substitute therefor, or any additions thereto, at public or private sale, at·
the option of the said holder or his assigns, on the non-performance of this prpmise, or. the non-payment of any of the
liabilities above mentioned, at any time or times thereafter,
without demand, advertisement or notice. And after deducting aU legal or other costs and expenses for collection, sale
and delivery, to apply the residue of the proceeds of such
sale or sales so to be made to pay any, either or all of said

Granite IIall
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above mentioned liabilities, as said holder or his assigns
shall deem proper, returning the overplus to the undersigned.
The maker and endorser of this .note herel)y,
page 60Q.~ waive any benefit of exemption under I-Iomestead
or Bankrupt Laws as to this debt, and agree in
event of default in payment at maturity to pay 10 per cent.
on the face of this note for attorney fees and cost of collection.
J. R. P ASCHA.LL.
page 601 ~
$24000.00

EXIIIBIT GRESHA1f :f¢3.
Pittsburgh, Pa. July 19, 1923.

Four months after date, FOR VALUE RECEIVED, the
undersigned hereby promises to pay to the order of Himself.
at FIRST NATION.AL BANI{ AT PITTSBURGH: Twentv
four thousand and no,/100 DOLLARS, in United States Gold
Coin or its equivalent, with interest from the date hereof a.t
the rate of . . . . . . . . per cent, per annum, having deposited
herewith as collateral seeurity for the payment of this note,
or a1~y note given in extension or renewal thereof, as well as
for the payment of any other obligation or liability, direct
or contingent, of the undersigned, to the holder hereof, due
or to become due, whether now existing or hereafter contracted or incurred, the following property, viz:
62500 Bds l{ilkenney Land & Cattle Co. due 4/1/38.
Assignment Life Ins. Policy.
$20000.00~protested Note J. R .. Paschall due 7/19 j23 endorsed by Thomas Gresham, C. Boice secured by 344 Shs
Hamil ton Ridge Lumber Corp.
$4000.00 Protested note J. R. Paschall due 7/19/23 endorsed by Thomas Gresham, C. Boice secured by colat.
already pledged of a. market Yalue estimated by the undersigned at $ ........ ; and the undersigned agrees to deliYee
to the l1older hereof additional securities, or to make payments on account to its ·satisfaction, should th.e market valne
of the said securities, as a whole suffer any decline. Th(l
undersigned hereby give to the holder hereof a lien for. th(~
amount of all such obligations and liabilities upon all the
property or seeurities now or at any time hereafter g·iyen
unto or left in the possession of the holder by the undersigned, whether for the express purpose of being used by saicl
holder as collateral decurity, or for any other or different
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purpose, and also upon any balance of the deposit account
· of -the undersigned, 'vith the holder hereof.
On the non-performance of this promise, or
page 602 }- upon the non-payment of any of the obligations
or liabilities above mentioned, or upon the failure
of the undersigned, forthwith, with or without notice, to furnish satisfactory additional securities, or to ma!{e pa~yments
on account in case of decline, as aforesaid, or in case of insolvency, bankruptcy or failure in business ot" the undersigned, then and in any such case, this note and all other
obligations and liabilities, direct or contingent, of the undel"signed, shall fortlnvith become due and payable 'vithout demand or notice; and full power and authority are hereby
giv·en to the holder hereof to sell, assign and deliver the who~
of the said securities, or any part thereof, or any substitutes
therefor, or a11y additions thereto, or any other securities or
property given unto or left in the possession of the holder
by the undersigned, ':1thether for the express purpose of being
used by said holder as collateral security, or for any other
or different purpose, or in transit to or from the holder, by
mail or carrier, for any of the said purposes, at any brokers"
board, or at public or private sale, at the option of said
holder, without either demand, advertisement or notice of
any kind, all of which are hereby expressly w·aived. At any
such sale the holder hereof may himself or itself purchase
the 'vhole, or any part of the property sold, free from any
right of redemption on the part of the undersigned, w·hich
is hereby waived and released. In case of any sule or other
disposition of a11y of the property aforesaid, after deducting
all costs or expenses of every kind for collection, sale or delivery, the said holder may apply the residue of the proceeds of the sale or sales so made to pay one or more ot..
all of the said obligations or liabilities to him or it, whether
then due or not due, making proper rebate for interest on
obligations, or liabilities not then due, and returning the
surplus, if any, to the undersigned, who agree to be m1d remain liable to the holder for any deficiency arising upon
such sale or sales. The undersigned do hereby authorize and
empower the holder hereof, at any time, to appropriate and
apply to the payment and extinguishment of any of the obligations and liabilities hereinbefore referred to whether now
existing or hereafter contracted, and 'vhether
page 603 ~ then due or not clue, any and all moneys now or
hereafter in the hands of the said holder, on deposit or otherwise, to the credit of or belongiug to the tulder.
signed.
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It is further agreed that the holder may at any time, without notice to the undersigned, sell or transfer this note and
deliver same together with the said collateral, to the purchaser or transferee, and shall thereby be forever released
.and discharged from liability or responsibility for said collateral. No delay on the part of the holder hereof, in exercising any rights hereunder, shall operate as a 'vaiver of such
rights:

.

TI-IO~IAS GRESHA~f,

(L. S.)

(STAMP)
(Cancelled by R-enewal)
(on reverse side)
In consideration of one dollar paid to the undersigned,
3nd of the making, at the request of the undersigned, of
the loan evidenced by the 'vithin note, the undersigned hereby
jointly and severally guarantee to the holder hereof ....... .
successors, indorsees, transferees, or assigns, tlw punctual
payment, at maturity, of the said loan and hereby assents
to all the terms and conditions of the said note, and consent
that these securities for the said loan ma.y be exchanged or
surrendered from time to time of payment of the said loan
extended without notice to or further assent from the undersigned, who will remain bound upon this guarantee, notwithstai:•ding such changes, surrender or extension.
THO~IAS

GRESHAM.

(Stamp cancelled by renewal)
page 604

~

FIRST NATIONAL BANK:
At Pittsburgh, Pa.

5/15/23
Lawrence E. Sands,
President.
Dear

~Ir.

Gresham,

Paschall sends cheeks in payment of discounts that ha~
como back portested, the '' 8 erious '' C Bonds and Coupons
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here defaulted & it looks like the whole thing has gone to tl1e
dogs. If I were you I would get after it as soon as possible.
We will help you all 've can but the inevitable seems to be
nearer. Let me hear from you ..
Yours,

L. E. SANDS.
I am drawing on you today for the protested checks in thefond hope that you can make him provide for them. ·
SANDS~

Exhibit "Gresham No. 4"..

J. B. :M. Oom'r.
page 605

f

EXHIBIT "GRESH.A].1 #5" ..

J. B.

~L

Oom'r.
Richmond, V a.

5/7/23
Mr. Thomas Gresl1am,
Richmond, Va.
Dear Sir:

I hereby offer to sell you one half undivided interest in
Kilkenny Plantation, Bryan County, Ga. free of debts and
encumbrances and also sell half of the furniture and per.
sonal effects in the Club House at forty two thousand dollars
.provided you will furnish thirty five thousand dollars t()
take up claims broug·ht by Adams & Adams for Savan11ah
Banks & others. Said debts are secured by thirty seven
thousand five hundred dollars wnrth of Bryan Land & Timber bonds, Thirty thousand dollars 'vorth of Ga. Land &
Live Stock Co. Gold notes,-and eleven thousand dollars
certificate of deposit of the Ogelethorpe .Trust Co.
·Yours truly,.

J. R. P ASCI-IALT.~.

Granite Hall'Farms
page 606}

Corp~,

et als., v. Va. Trust Co. Tr.

413

EXHIBIT "GRESHAM NO.6''.

J. B.l\.1:. Com'r.
May 6th, 1925.
1\.fr. J. R.. Paschall,
Tampa, Florida.
Dear Sir:
Referring to your wire of the 5th, in ·which you state that
I certainly must have forgotten a promise made to you. I
have no recollection of having made you a p1•omise of any
kind, and feel certain that you are mistaken in this.
As to iny being the moving spirit in having the Floyd
Neck property advertised for sale, you are mistaken about
this, as this is the unanimous instruction of the Committee
representing the Bondholders, who are secured by a mortgage on this property.
Neither you nor your company has even thought enough
of this property to pay the taxes on it, and the Bondholders
Committee has had to furnish the money to pay past due
taxes.
Also we have had several live prospects for the .sale of
this property, and in each instance we have been advised that
you have stated to the parties that 've have no authority or
right to sell the property and that it could not be sold except by you.
·
You cannot. expect your creditors to wait indefinitely to try
a.nd liquidate properties of this kind, and the Bondholders
Committee feels that it has given you ample opportunity to
protect yonr interest in the sale of this property, and it is
obliged to move along these lines now for the best interest
of the Bondholders, and you have been advised, and I am
advising you again, that we shall sell this property on the
2nd day of June at the Court House door in Savannah, Georgia.·
·
Yours very tn1ly,
JOHN T. WILSON,
Chairman Bondholders Protective Committee
Camden Land and Cattle Company.
CC TG.

•JT,V-g C. L. W.
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~

EXHIBIT "PASCHALL NO.1".

J. B. 1\L Com 'r.
July 25th, 1923.

COPY
Mr. J. R. Paschall,
Merry 1\'.[ount, N. C.
Dear Mr. Paschall:

I heard you ·were in town the other day, and regret tlutt
you did not come in to see me, as I had an important matter to go over with you in connection with your indebtedness
here.
The matter about which I wished to see you, is that I believe I can get all of your debts paid here. I don't want to
sell them at public auction without first notifying you, but is
is necessary that we do something, and I would like for you
to come and have an interview with us.

Very truly yours,
HWJ/A
page 608 ~

President.
EXHIBIT "PASCHALL #2".

J. B. 1.L Com 'r.
COPY

August 1st, 1923.

Mr. J. R. Paschall,
Merry Mount, N. C.
Dear JYir. Paschall,
At the time we made you the deed of t~st secured loan,.
and the collateral trust loan, some years ago, 've agreed,
under the conditions then existing, that you might take
down certain of the pledged collateral, at figures named at
the time.
Since this offer was made, the conditions respecting these
two loans have entirely changed, and you are now in default, both as to principal and interest, on each of these loans.
We have, therefore, since such default occurred, and the
offer not having been accepted prior thereto, regarded the
same as withdra,\rn.
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Nevertheless, if your will, within the next three days liquidate both of these loans, we will renew the offer.
Very sincerely yours,
HWJ/A
President.

FILED AS EXIDBIT.
J. B. ~L Com'r.
La'v & Equity Court of the City of Richmond.
Va. Trust Co., Trustee, &c.,
vs.
W. H. Dameron, et als.
page 609}

CERTIFICATE OF INCOR.PORATION
of the
GRANITE HAI.JL F AR~IS FORPORATION.
Virginia:
To the Honorable State Corporation Commission:
The undersigned persous and sucli others as are now or
may hereafter become associated with them, their successors and assigns, desiring to establish a Corporation, and to
be created, constituted and incorporated a body politic and
corporate, under the name and style, and for the objects
and purposes, and with the privilages and powers hereinafter
set forth, do, in aceordance 'vith the provisions of an Act of
the General Assembly of Virginia, entitled ''An Act Concerning Corporations'', which became a hnv on the 21st day of
·May, 1903, execute, file and record the following certificate
in writing:

I.

The name of the proposed Corporation shall be GRANITE
HALL FARMS CORPORATION.

II.
The principal office of the said Corporation shall be in the
City of Richmond, State of Virginia, but branch offices may
be maintained at such other place or places 'vithin or without the State, as may be necessary or convenient for the
conduct of the business of the Corporation.
·
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III.

The objects and purposes for which ti1e said corporation is
organized are as follows=
To purchase, lease, or otherwise acquire, and to o,vn, operate, manage and cultivate, and to sell or otherwise dispose
of, farms, farming lands snd plantations; to engage in raising, buying, selling and handling fruits, berries, grain, vegetables, and any and all vegetable and agricultural products,
and to prepare same for m~rket in any useful or convenient
forms; or to convert same to any ot4er uses and purposes;
to plant, cultivate and manage orchards;
To carry on the business of breeding, raising, buying, selling and handling horses, cattle, .sheep, hogs and live stock of
all kinds and description, and to maintain and operate stock
·
farms and breeding farms;
To manufacture, buy, sell and deal in, butter, cheese and
any and all kinds of dairy products, and to maintain and operate dairies and other conveniences for said purposes; to
sterilize, condense, preserve and certify milk;
_
To engage in the business of raising, selling and preparing
for market, chickens, ducks, geese and other .poultry, and
eg-gs, and to prepare for market, handle and deal in, poultry
and poultry products of every kind, class and description;
To operate said farms and plantations· directly, or by or
through tenants, upon such terms as may be desirable;
To erect dwelling houses, barns, stables, dairies, packing
plants, canning factories and any and every character of
buildings, improvements and conveniences for the above purposes and for the proper conduct and operation of modern
farms and plantations, and generally to do any and all things
incidental to or necessary for the accomplishment of the foregoing objects and purposes, and to this end the said Corporation may:
Purchase, acquire by lease or otherwise, handle, sell, develop, plot into to,vn sites, or otherwise turn to
page. 611 r account, real estate, or any interest therein, timber and timber lands and minerals and mineral
lands;
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Subscribe to, purchase or otherwise acquire, hold, own,
deal in, sell, assign, transfer, mortgage, pledge or otherwise
dispose of, or guarantee ot become surety in respect to the
Capital Stock of, and the bonds, debentures, securities, obligations or other evidences of debt created and issued by, any
other corporation, company or companies, wherever chartered, and, if and while the owner thereof, may exercise all
the rights and privileges of ownership, including the right
to vote thereon ;
Acquire by purchase, lease or otherwise the good-,vill, busiIless, rights, contracts, property and assets of all kinds, and
undertake or underwrite, assume or guar~ntee the whole or
·any part of the liabilities, of any individual, firm, assodaM
tion, company or corporation now or hereafter engaged in a
similar undertaking. ·
.
Conduct any of the foregoing forms of business, acquire,
hold and sell property, real and personal, and do any of the
things authorized to be done by this charter, in any State or
· Territory of the lTnitccl States of America, or elsewhere;
Borrow money, upon resolution of its. Board of Directors,
when necessary for the purposes of the Corporation, and issue
the Corporation's notes or obligations therefor, subject to
such terms and conditions as may be prescribed in the bylaws; and, when thereunto authorized by a favorable vote of a
majority of its stock, in accordance with the law·s of the State
of Virginia, make, issue, and sell or negotiate its bonds, and
secure the payment of said bonds by mortgage or deed of
trust on its property, real or personal, or any part thereof,
then owned or thereafter acquired, and wherever situate.

IV.
The Capital Stock shall not be less than Five Hundred Dollars ($500), nor more than Fifty Thousand Dolpage 612 ~ lars ($.50,000), divided into a.hares of the par
value of One Hundred Dollars ($100) each. Subscriptions to the Capital Stock may be paid for in money,
land, or other property, real or personal, leases, rights and
easements, contracts_, labor, services or other valuable c<>nsideration at such price, upon such terms and in sueh mmlner as may from time to time be determined by the Board
of Directors of said Corporation; and there shall be no individual or pe_rsonal liabiljty on any subscriber beyond t.l1e
oblig·ation to comply witl1 such terms as he may have· agreed
to in his said contract of subscription.
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v.
The period for the duration of said corporation shall be
unlimited.
VI.
The names and residences of the Officers and Directors
who, unless sooner changed by the Stockholds, are for the
first year, and until their successors are elected and qualified,
to manag·e the affairs of said -Corporation, are as follows:
President,
Vice President,
Secretary,
Treasurer,
DIRECTORS:

J. R. Paschall,
,James 1Vlullen,
J.~ee Paschall,

,J. H. Paschall,
,James 1\Iullen,
Lee Paschall,
Lee Paschall,

Richmond,
Richmond,
Richmond,
Richmond,

Virginia.
Virginia.
Virginia.
Virginia.

Richmond, Virginia.
Richmond, Virginia.
Richmond, Virginia.

VII.
The amount of real estate to which the holdings of said
Corporation at any time are to be limited in 01ie Hundred
Thousand (100,000) acres.
VIII.
Tho· said Company in its by-laws may fix the number of
Directors, and may by vote of the holders of a majority in
amount of its stock; from time to time, increase or decrease
the same, provided that in no case shall the numpage 613 ~ ber of Directors be less than three; and may, also,
by vote of a majority in amount of the stock outRtanding, classify the Dire~tors in respect to the time for
which they shall severally hold office, the several classes to
be elected for different terms, provided that no class shall
he elected for a shorter period that one, nor for a longer period than five years, and that the terms of office of at least one
class shall expire in each year.

IN WITNESS WHEREOF, the undersigned persons have·
hereunto set their hands and affixed tlleir seals this 18th day
of Sept., 1912.
J. R. P .A.SCH...~LL,
(S'eal)
(Seal)
LEE P ASCI-TALL,
(Seal}
J A~IES l\IULLEN,
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State of Virginia,
City of Richmond, to-wit:

I, W. H. H. Bag\vell, a Notary Public in and for the City
and State aforesaid, do hereby certify that J. R. Paschall,
Lee Paschall and James J\11 ullen, whose name are signed to
the foregoing writing, bearing date on the 18th day of Sept.,
1912, have aclrnowledged the same before me in my City aforesaid.
·
J\ily commission expires on the 8th day of

~Iareh,

1915.

Given under my hand this 18th day of S'ept., 1912.

W. H. H. BAGWELL,
Notary Public.
Virginia:
In the Law & Equity· ·Court of the City of Richmond:
The foregoing Certificate of the GRANITE HALL FARMS.
CORPOR..A.TION, was presented to me, Beverley T. Crump,
'tJudge of the Law and Equity Court of the Cit~ of Richmond,
in term, and having been examined by me, I no\v certify that
the said ·Certificate is in my opinion signed and acknow:ledged
in accordance with the Act of the General Assembly of Virginia, entitled ''An Act Concerning Corporations'', which
became a la'v on the 21st day of 1\iay, 1903.
page 614

~

Given under my hand this 19th day of September, 1912.
BEVE·RLEY T. CRUlvlP, Judge.
COI\:1Jv[ON,VE.A.LTH OF VIR.GINIA
DEPART~1:ENT OF THE

STATE CORPORATION 001\tll\tiiS.SION
CITY OF RICI-IMOND, 20th day of September, 1912.
The accompanying· certificate for incorporation, together
'vith a receipt showing payment of the charter fee required
by la,v, having been presented to the STATE CORPORA~riON C01'tf~iiSS'ION by J. R. Paschall, Lee Paschall and
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,James ~Iullen, and the Ron. Beverley T. Crump, Judge of the
Law & Equity Court of City of Richmond having certified
that the said certificate has been signed and acknowledged
by said applicants in accordance with la.w, the State Co~·pora
tion Commission having examined said certificate now declares that the said applicants have complied with the-requirements of law, and have entitled themseh·es to a charter,.
and it is therefore ordered that they and their associates and
successors be, and they are, hereby made and created a body
politic and corporate under and by the name of GRANITE
HALL F ARJ\IIS CORPOR.ATION, upo,n the terms. and conditio.ns, and for the purposes set forth in said certificate, to
the same extent as if the same were now herein transcribed
in full and with all the powers and privileges conferred and
subject to all the conditions and restrictions· imposed by law ..
Arid said certificate, with this order, is hereby certified to .
the Secretary of the Commonwealth for record.
ROBERT R. PRENTIS, Chairman ..
R.. T. WILSON,
(Seal}
Clerk of the Commission..
page 615 ~ 001\tiMONWEALTH OF VIRGINIA,
Offiee of the :Secretary of the Comm·onweal th.

In the CITY OF RICH~IOND, the 20th day of S"eptember~
1912. The foregoing charter of Granite Hall Farms Corpo-·
ration was this day received and duly recorded in this office
a:nd is hereby certified to the Clerk of the Chancery Court
. of Richmond according to law.
B. O: JA~IES,
Secretary of the Common,vea1 th.
Virginia:
In the Clerk's Office of the Chancery Court of Richmond
th~ 25th day of September, 1912.
The foregoing charter and certificate of the Secretary of
the Commonwealth thereon was this day received, duly recorded, and certified to the Clerk of the State Corporation
Commission.
Teste:
CHAS. 0. SAVILLE, Clerk.
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001\fM:ONWEALTH OF VIRGINIA
DEPARTMENT OF THE
.I

STATE CORPORATION COMMISSION
/

I, R. T. Wilson, Clerk of the State Corporation Commission, do hereby certify that the foregoing is a true copy of
charter of GRANITE HALL FARl\1:8' CORPORATION, issued ·by the State Corporation Commission and lodged for
recordation in the office of the Secretary of the Common'vealth on the twentieth day of September, 1912.
In Testimony Whereof, I hereunto set my hand, at Richmond, this 6th day of January, A. D. 1928.
R. T. WILSON,
Clerk of the Commission.
C. C. 314-3-14-28-1 M
EXHIBIT J. B. M. COM.
page 616 ~
Va. Trust Co~ Trustee
vs.
W. H. Dameron, et als.
COMMONWEALTH OF VIRGINIA.
Department of the
State Corporation Co~sion
I, R. T. Wilson, Clerk of the State Corporation Commission,
do hereby certi(y that the paper attached is a true copy ·of a
statement as to issue of bonds, made by Granite Halls Farms
Corporation to the State Corporation Commission, pursuant to
Section 167 of the Constitution of Virginia, which original statenlent was filed on the .fourth day of January, 1919, and remains
on file in this office.
In Testimony Whereof, I hereunto set my hand at Richmond
this sixth day of January, A. D. 1928.
(Seal)
· R. T. Wilson,
Clerk of the Commission:

Granite Hall Farms Corp., et als., v. Va. Trust Co.
C. C.
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Statement must be filed with the Commission before issuing Bonds
(See constitutional provision and statute printed hereon)

STATEMENT
Made bv Granite HalJ Farms Corporation ................................•...............................................•
(Here insert name of Corporation only)
·
to the State Corporation Commission, pursuant to section 167 of the Constitution of Virginia, and sections 3783 and 3788, Code of
1919, setting forth the basis of financial plan of Bonds to he issued by it.
When and how incorporated? Sept. 20th, 1912, by State Corporation Commission of Va .
....................................... ______ ......................................................................Location of principal office? Richmond, Va.
CAPITAL STOCK AUTHORIZED AND ISSUED
Number of Shares Authorized

Kind

Par Value of Shares

Amount Issued

Outs~~d.ing

Common..............................
500
$100 each
$50,000
Preferred ..............................................................................................................................;...... $ ..........................:.........................
Total. •............... _......... .

$50,000

500
EXISTING BONDED INDEBTEDNESS
Date of Issue

Am9unt Outstanding

When Due

Rate of Interest

First Mortgage....... . . . . . . . . . . . . . . . . . None-mtg dated Oct. 1, 1912, released as of Jan. 2, l919.
Second Mortgage. . . . . . . • . . . . . . . . . . . . . . ........................................ ........................................ $ ............................................................................

······-··---------····-·---·-----------................. ........................................ ........................................

BONDS NPW TO BE ISSUED

·---------------··-·---·-----~---- ........................................

Copies of mortgages, documents and contracts referred to must be filed herewith as a part of
this statement; unless heretofore filed with this department.
. .

Date of Directors' meeting calling meeting of Stockholders Dec. 24, 1918.
Date of authorization by. Stockholders Dec. 24, 1018 (all stock present).
I

Kind

What Denominations

When Due

Redeemable Earlier-How

Amount of Issue

Rate of
Interest

How Secured

Registered•.... $ ............................................................ ··----------o~--~au--;i--io2---- $............................ ................%
--~~t;tg"'()'.;--·;;;i
$ 1 ,000.
I Severally
. $75,000
Coupon. ......
6%
estate
30,000.
See mt~ 1,
6%
" " par.
2nd mtg of real
25,000
2 & 3 rs.- ··--································-------····
$75,000
6%
20,000.
estate & pledge
1£ the Bonds are to be placed for money only, state net amount to be. realized by Company per $100.00 of property.
Both issues at par for cash.
Copies of both mortgages filed herewith as a part hereof.

(Continued)
Copies of mortgageS filed with this statement in not included in this copy.
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EXHIBIT J. B. 1\II.
C. C. 314-3-14-28-1 M
- Va. Trust Co. Trustee &c·
vs
W. H. Dameron et als
COMMONWEALTH OF VIRGINIA
Department of the
State Corporation ·commission
I, R. T. Wilson, Clerk of the State Corporation Commission 1
do hereby certify that the paper attached is a .true copy of a
statement as to issue of bonds, made by Granite Hall Farms
Corporation, to the State Corporation C<'mmission, pursuant to
Section 167 of the Constitution of Virginja, which original statement was filed on the first day of October, 1912, and remains on
file in this office.
In Testimony Whereof, I hereunto set my hand at Richmond,
this sixth day of January, A. D. 1928.
(Seal)
R. T. Wilson,
Clerk of the Commission. •
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scribed or permitted by the Commission), setting forth fully and .accurately
the basis or financial plan upon which such stock and bonds are to be issued;
and where such basis or plan includes services or property (other than money) received or to be received, by the Corporation, such statement shall accurately specify
and describe in the manner prescribed or permitted by the Commission the services
·and property, together wiih the valuation at which the same are received, or to be
received, and the judgment of the directors as to the value of such land or other
property, real or personal, leases, options, mines, mineral rights, patent right, rights
of way, or other·ri~hts or easements, contracts, labor or services, in the absence of
fraud, participated m b7 both parties to the transaction shall be conclusive.
"For any VIolation o this section the offending corporation shall be liable to a fine
of not exceeding one thousand dollars, to be imfosed and judgment entered therefor
by the State Corporation Commission, andshal be enforced by its process."

Note.-If Speculative Securities are to be offered for sale in Virginia, the terms of
Chap. 359, Acts 1920, p. 536, defining Speculative Securities, must be complied with.

File N 0·-----------------------Statement as to Issue
of

'BONDS
By
Granite Hall Farms Corporation
• 1928 April 6th filed with report of Com. Minor.
Teste: Luther Libby Clerk.
by E. M. Edwards, D. C.

Received
Jany 4th, 1919
Filed. ____________________________________________________________________________________________ .192_____ _

--··· ----·~- .... --- ... -..... -- ........ --.- .... -.. -- ~ ..... -- -·- ----- ...... -------- ...... ----------------- .. -..... --------------·Clerk of the Commission.
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Section 167 of the Constitution of Virginia provides that:
·
"The General Assembly shall enact general laws regulating and controlling all
issues of stock and bonds by corporations. Whenever stock or bonds are to be issued
by a corporation, it shall, before issuing the same, file with the State Corporation
Commission a statement (verified by tlie oath of the president or secretary of the
corporation, and in such form as may be prescribed or permitted by the Commission,
setting forth fully and accurately the basis, or financial plan, upon which such stock
or bonds are to be issued i and where such basis or plan mcludes services or property
(other than money), received or to be received by the company, such statement shall
accurately specify and describe, in the manner prescribed, or permitted, by the Commissiont the serviCes and property, together with the valuation at which the same are
receivca or to be received; and such corporation shall comply with any other requirements or restrictions which may be imposed by law.
"The General Assembly shall proVIde adequate penalties for the violation of this
section1 or of any laws passed in pursuance thereof; and it shall be the duty of the
Commission to adjudge and enforce (in manner hereinbefore provided)1 agamst any
corporation refusing or failing to comply with the provisions of this section, or of any
laws passed in pursuance thereof, such fines and penalties as are authorized by this
Constitution, or may be prescribed by law/'
In compliance with this provision, the General Assembly of Virginia, in an act
known as "An Act Concerning Corporations," which became a law on .h1ay 21, 1903
(sections 3783 and 3788, Code of Virginia, 1919) enacted the following:
Section 3783. "No corporation created under the laws of this State shall create
any bonded indebtedness, or increase its bonded indebtedness, to be sectired by a
lien on any of its property or franchises, until the creation of such bonded indebtedness or the increase of such bonded indebtedness be sanctioned by a vote in person
or by proxy of a majority in amount of all the stockholders having voting power,
present or represented and votin~, at a meeting of the stockholders called by the
board of directors of the corporatton for that purpose, of which meeting notice by
publication at least six times a week, for two successive weeks prior to such meeting,
m some newspaper published in the place where its principal office is located, or
having a general circulation therein, or notice in writing shall be given to each stockholder of record by serving the same on him personally, or by mailiDg to him addressed
to the postoffice nearest his place of residence, as it appears on.the stock books of the
corporation.t at least ten days prior to such meeting; which notice shall state the time
and place ot the meeting and 1ts object. If at such meeting a majority in amount of
all the stockholders present, or represented and voting, shall vote in favor of creating
such bonded indebtedness, or of increasing such bonded indebtedness, bonds of such
• corporation may then be issued to the amount authorized by the vote of the stockholders, as hereinbefore provided, and the payment thereof, with the interest to
accrue thereon, may be secured in such manner and upon such terms as the stockholders at such meeting may, by ref!olution, prescribe; but no such bonds shall be
issued until after full compliance with the provisions of section one hundred and
sixty-seven of the Constitution of this State, so far as applicable; and in default
thereof of any such corporation shall be subject to all the penalties· prescribed by ·
law against corporations for issuing bonds or stocks without first having complied
with the provisions of said section of the Constitution. Nothing in this section shall
apply to any note or bond given for the deferred instalments of the purchase price
of property and secured by deeds of tru~t on the property, n<?r to an~ n~otiable notes
.· secured by deed of trust on property given by any corporation dealmg m real estatel
taken in the usltal course of business, nor to any note or bond given for deferrea
installments of the purchase price of rolling stock leased or purchased by railroad
col'porations." (1902-3-4, p. 437; ch. 5, sec. 4; 1912, p. 57.)
Section 3788. "SubscriptiOns to the capital stock of any cor{>oration may be paid
in money1 land, or other property, real or persona), leases, optiOns, mines, minerals,
mineral rights, patent rights, rights of way, or other rights or easements, contracts,
labor, or services; and there shall be no individual or personal liability on any subscriber beyond the obligation to comply with such terms as he may have agreed to in
his contract of subscription; and any corporation may adopt such plan of financial
organization and may dispose of its stock or bonds for the purposes of its incorporation at such prices, for such consideration, and on such terms and conditions as it
sees fit; but, before making any issue of its stock or bonds it shall file with
the State Corporation Commission a statement (verified by oath of the
President or Secretary of the Corporation, and in such form as may be pre-
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Bonds to be Issued for Services~
If services are to be accepted in payment for bonds, specify accurately such services
and describe fully each item thereof, setting forth the character of the service, its
necessity, the name and address of the person, firm or corporation rendering the same
and the valuation in current money of the United States at which it has been
or is to be received placed upon it by the board of directors. Attach hereto a duly
attested copy of the resolution giving the judgment of the directors as to the value
in money of such services, and showing date of adoption.

Bonds to be Issued for Property (other than money):
If pro~rty (real, personal or mixed) is to be accepted in payment for bonds, specify
and aescribe each item of such property fully and accurately, giving its character,
the use to which it is intended to be put, the name and address of the person, firm
or corporation transferring such property to the corporation and the valuation in
current money of the United States at which it is to be received placed upon it
by-the board of directors. If the property consists of real estate, describe the same
as to its location and ownership, giving reference to deed book and page showing
last conveyance. Attach hereto a duly attested copy of the resolution giving the
judgment of the directors as to the value in money of such property at whicli it is
to be accepted, giving date of its adoption.
(Continued)
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State of Va, City of Richmond,
I, undersigned James Mullen, *Sec.retary of Granite Hall Farms
Corporation, having been duly sworn, do make oath that the
matters and things in the foregoing statement set forth are true
to the best of my knowledge, information and belief.
James Mullen,
President Secretary.
'I'

Subscribed and sworn to before me this 3rd day of Jany, 1919.
My Commission expires 7th day of April, 1922.
Florence C. N eister,
Notary Public.
•(Can be signed only by the President or Secretary, and the officer signing should
era...c:e the other title.)

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.

429

c. c. 129.
page 621 ~
STATEMENT ·
.
Made by the Granite Hall Farms Corporation to the State Corporation Commission, pursuant to section 167 of the Constitution of
Virginia, setting forth the basis or financial plan of bonds to be issued by it.
When and how Company was incorporated. Sept. 20th, 1912, by State Corporation Commission.
Location of Principal office. Richmond, Va.
CAPITAL STOCK AUTHORIZED AND ISSUED
Kind

Number of Shares Authorized

Par Value of Shares

Amount Issued Outstanding

Common.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . None-See stock statement of this date.
Preferred .............................................................................................................................................................................................
Total. ...............................:..........................................................................................................................................................
EX·ISTING BONDED INDEBTEDNESS
Date of Issue

When Due

Amount Outstanding

Rate of Interest

None
........................................................................................................................
First Mortgage........ . . . . . . . . . . . . . . . .
Second l\1ortgage. . . . . . . . . . . . . . . . . . . . . . ........~.........................................,........................................... ~.................................................................
BONDS NOW TO BE ISSUED
By Stockholders
Sept. 27th, 1912.

When Authorized

Kind

Rea~~~~--~~~

What Denominations How long to run

....................~.~~~~~. . . . . . . .

Serial-due
1914-1933

Redeemable EarlierHow
Amount of Issue
On call at par

$100,000

By Directors
Do

Rate of
Interest

How Secured

6

1st mtg on
real estate

I

If the Bonds are to be placed for money only, state net amount to be realized by Company per $100.00.

X
If services or property are to be accepted for whole or part of issue, specify and describe the services or property accurately, and
state definitely at what valuat.ion and how to be received.
$100,000 of bonds and $49,500 of fully paid stock to be issued to pay for the property set forth in the copy of the form of first mtg
and bonds filed herewith as a part hereof.
(Note)-Copy of form of first mortgage enclosed with this statement in not included in this copy.
·
State of Virginia, City- of Richmond.
I, undersigned, J. R. Paschall, President of Granite Hall Farms Corporationi having been duly sworn, do make oath that the matters
and things in the foregoing statement set forth are true to the best of my know edge, information and belief.
J. R. Paschall.
Subscribed and sworn to before me this 27th day of September, 1912.
My Commission expires 15th day of July, 1916.
·
B. E. Booth,
Notary Public.
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page 622 ~
File No. _______________________ _
Statement as to Issue of .
BONDS
By
Granite Hall Farms Corporation,
1928 April 6th filed with report of Comr. Minor.
Teste: Luther Libby, Clerk.
By E. M. Edwards, D. C.
Filed
Oct. 1st, 1912.

··· --.. -.... ·· ·····-··-···· .... -·--.....................,. -··- ---~-- -------------_____ -·-. ______ .------Clerk
FILED AS EXHIBIT J. B. M. COM'R
C. C. 314-3-14-28-1 M
page 623}
Law & Equity Court of City of Richmond
Va. Trust Co. Trustee, &c
vs
W. H. Dameron, et als
COMlVIONWEALTH OF VIRGINIA
Department of the
State Corporation Commission
I, R. T. Wilson> Clerk of the State Corporation Commission,
do hereby certify that .the paper attached is a true copy of a
statement as to issue of stock, made by Granite Hall Farms
Corpor~tion, to the Stat-e Corporation. Commission, pursuant to
:Section 39, Section V, of an Act Concerning Corporations, which
became a law on the 21st day of May, 1903, which original st.atem.ent was filed on the first day of October, 1912, and remains on
·
file in this office.
In Testimony Whereof, I hereunto set my hand, at Richmon. d
this 6th day of January, A. D. 1928.
(Seal)
R. T. Wilson,
Clerk of the Commission.
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C. C. 128-5-28-12. 3M.
No Stock can be issued by any Company until this statement or application has
been filed with the State Corporation Commission
·
page. 624 · ~ -

STATEMENT

Made by Granite Hall Farms Corporation ............................... to the
(Here insert name of Company only)
State Corporation Commission 1 pursuant to Section 167 of the Constitution of Virginia, and Section 9, Chapter V, of the act concerning corporations, setting forth
the· basis or financial plan of Stock to be issued by it.
When and how Company was incorporated? Sept. 20th, 1912, State Corporation Commission.
Location of principal o(fice? Richmond, Va.
CAPITAL STOCK AUTHORIZED

Kind

Maximum amount of
Stock Authorized by
Charter and Amendments, if Amended

Par Value of
Each Share

Amount Issued and
Outstanding

Common........
$50,000
SlOO
None
·Preferred........ $.................................... $ ............................ $ ....................................
Total. . . . . . . $.................................... $............................ $ .................................. ..
STOCK THE COMPANY PROPOSES TO ISSUE

Kind

Number of Shares

In one issue or To be paid in money
from time to time
or otherwise

Common. . . . . . . .
500
One issue
Money and otherwise
.Preferred ........................................................................................................................
Total. . . . . . . ........................................................................ 1'........................................
If money only is to be received in payment of stock, state fully whether less than
par is to be taken, and if so, lowest amount per share for which stock is to be issued.
5 shares at par.
If services or property is to be accepted in payment for whole or part of issue,
specify and describe the service or property accurately, and state at what valuation
and how to be received.
$49,500 of fully paid and non-assessable capital stock of Corporation anci $10,000
of First mortgage Bonds are to be issued and delivered to pay for three farms, aggregating over 5,000 acres in the States of Virginia and North Carolina and now owned
by J. R. Paschall, For full description of property and its location and reference
to deeds see the description set forth in the copy of first mortgage of the company
this day filed. with Bond Statement.
Has the Board of Directors declared the valuation at which the above described
property or services is to be received, to be a fair valuation? Yes.
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State of Virginia, City of Richmond, ________________of................................
I, undersigned, J. R. Paschall, *President of·-··--··-·····--······--------------------------------------*Secretary
Granite Hall Farms Corporation1 having oecn duly sworn, do make oath that the
matters and things in the foregomg statement set forth are true to the best of my
knowledge, information and belief.
J. R. Paschall.
Subseribed and sworn to before me this 27th day of September, 1912.
My Commission expires lOth d~y of July, 1916.
B. E. Booth,
Notary Public.
*(Can be signed only by the President or the Secretary, and the officer singing
.
8 hould erase the other title.)
Section 167 of the New Constitution provides that:
"The General Assembly shall enact general laws regulating and controlling all
issues of stock and bonds by corporations. Whenever stock or bonds are to be issued
J?y a corporation, it shall, before issuing the same, file with the State Corporation
Commission a statement (verified by the oath of the president or secretary of the
corporation, and in such form as may be prescribed or permitted by the Commission)
setting forth fully ~nd accurately the basis, or financial plan upon which such stock
or bonds are to be issued; and where·such basis or plan includes services or property
(other than money), received or to be received oy the company, such statement
shall accurately specify and describe, in the manner prescribed, or permittedt by the
Commission, the services and property, together with the valuation at which·tne same
are received or to be received; and such corporation shall comply with any other re-quirements or restrictions which may be imposed by law.
"The General Assembly shall provide adequate penalties for the violation of this
section1 or of any laws passed in pursuance thereof; and it shall be the duty of the
CommiSsion to adjud@:e, and enforce (in the manner hereinbefore provided), against
any corporation rcfusmg or failing to comply with the provisions of this section, or
of any laws passed in pursuance thereof, such fines and penalties as are authorized
by this Constitution, or may be prescribed by law."
In compliance with this provision, the General Assembly of Virginia, in an act
known as "An Act Concerning Corporations," which became law on May 21st, 1903,
enacted the following:
Section 9, Chapter V: "Subscriptions to the capital stock of any corporation
may be paid in money, land, or other property, real or persona.!, leases options, mines,
minerals, mineral rights, patent rights, rights of way, or other rights or easements,
contracts, labor or services; and there shaH be no individual or personal liability
on any subscriber beyond the obligation to comply with such terms as he may have
agreed to in his contract ofsubscription; and any corporation may adopt such plan of
financial organization and may dispose of its stock or bonds for the purposes of its
incorporation at such prices, for such consideration, and on such terms and conditions
as it sees fit: provided, howerer, that before making any issue of its stock or bond~, it shall
file with the State Corporation Cc,mmission a statement (verified by oath of the President
or Secretary of the Corporation, and in such form as may be prescribed or -permitted
by the Commission), setting forth fully and a(:f:urately the basis or financial plan upon
which such stoc/c and bonds are to be issuedj and where such basis or plan includes
services or property (other than money) received or to be received by the Corporation,
such statement shall accurately specify and describe in the manner prescribed or
permitted by the Commission the services and propertyhtogether with the valuation
at which the·same are received, or to be received, and t e judgment of the directors
as to the value of such land or other property; real or personal, leases, options, mines,
mineral rights, patent rights, rights of way or other rights or easements, contracts,
labor or services, in the ftbsence of fraud, participated in by both parties to the transaction shall he conclusive.
"For any violation of this section the offending corporation shall be ·liable to a fine
of not exceeding one thousand dollars, to be imposed and judgment entered therefor
by the State Corporation Commission, and shall be enforced by its process."
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File No. _______________________ _

Statement as to Issue of
STOCK
By
Granite Hall Farms Corporation
1928 April 6th filed with report of Comr. Minor.
Teste: Luther Libby, Clerk.
By E. M. Edwards, D. C.
Filed
Oct. 1st, 1912.

---------------------------------------------------------------------------------------------:_________ Clerk.
pag-e 626 ~ And at another day, to-wit: At a Law and
Equity Court held the 20th day of April, 1928 :
On motion of the defendants, J. R. PasclJall, Florence
Paschall, and Granite Han Farms Corporation, by counsel,
leave is granted them to :file their joint and separate exceptions to the report of John B. Minor, commissioner, dated on
the 30th day of March, 1928, and filed in this cause on April
6, 1928, which exceptions are thereupon accordingly filed.
page 627

.~

Virginia:

In the Law and Equity Court of the city of Richmond:
Virginia Trust Company, trustee, etc.,

v.

W. IL Dameron, et als.
Joint and separate exceptions taken by J. R. Paschall,.
Florence Paschall and Granite Hall Farms Corporations, defendants in the above entitled suit, to the report of Commissioner John B. l\iinor, to whom this cause was referred by
decree entered herein on the 2nd day of l\fay, 1927, and which
report bears ·date on the 3oth day of 1\farch, 1928, and was
:filed in this cause on the 6th day of April, 1928.

Granite Hall Farms Corp., et als., v. Va. Trust Co. Tr.
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FIRST EXCEPTION: For that said commissioner reports that the defendants Agnes 0. Swink and Thomas Gresham are the holders in due course of the note for $40,000.00
of the said defendant Granite Hall lt,arms Corporation, in
the proceedings mentioned, free from any claim whatever of
said corporation or of the defendant J. R. Paschall, and
that said note and accrued interest thereon is the second lien
upon the property involved in these proceedings.
'

This finding· of the commissioner is contrary to .the law
and evidence and is without evidence to support it, it appearing from the evidence that the said defendants Angus 0.
Swink and Thomas Gresham acquired the said note pursuant
to the express agreement entered into between them and the
defendant J. R. Paschall, acting on his own behalf and on behalf of the defendants Florence Paschall and Granite Hall
~-,arms Corporation, which agreement is fully set forth in the
answer of" the said defendant, Granite Hall Farms Corporation, and adopted by the defendants, J. R. Paschall and Florence Paschall in that particular as part of their o'vn answers,
and that the said defendants Angus 0. Swink and Thomas
Gresham are not holders in due course of the said notes, bu.t,
on the contrary, that the said defendants Angus 0. Swiuk and
Thomas Gresham hold said note subject to the terms of said
agreement, and upon the facts proved in evidence
page 628 ~ there is no liability upon the defendant Granite
I-Iall Farms ·Corporation as the maker., or the de~
fendant J. R.. Paschall as the guarantor thereof, for the payment of said note, and that said note does not constitute a
subsisting· lien on the property involved in these proceedings,
hut should be required to he surrender.ed by the said defendants Angus 0. Swink and Thomas Gresham for cancell~
tion.
SECOND EXCE·PTION: For that said commissioner reports that 900,000 feet .of timber were cut by the said defendant J. R.. Paschall from the land mentioned in these proceedings.
This finding of the commissioner is contrary to the law a;nd
the evidence and is in conflict with testimony introduced not
only by these exceptants but also pf that of the witness Harris introduced by the defendants .A.ngus 0. Swink and Thomas
Gresham, the witnesses so introduced being the only ones
having any actual knowledge of the subject, and the testimony of those upon which the commissioner based t~is finding being merely a matter of estimate and conjecture.

.f36
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T·HIRD EXCEPTION: For that said commissioner reports that $1,750.00 constitute the consequential damag·es to
the ~reeliold by reason of the cutting of said timber.

There is no basis either in law or fact for 1his fh1ding of
the commissioner, and there is no intimation in the consent
decree of ~{arch 3, 1927, entered herein either by the court
or any party to this cause that such a claim could or 'voilld
be asserted.
'

.

Wherefore, these defendants do except to t.he said report
of said commissioner and ·pray that their said exceptions may
be sustained and that the said report may be corrected in
the manner indicated by these exceptions, or, if in the opinion
of the court it may seem proper, that said report may be recommitted, with direction to the commissioner to make all
proper corrections the.rein.
J. H. BRIDGER.S,
BUFOR.D & RANEY.,
Counsel for the above named defendants.
page 629

~

-And at another day, to-wit: At a Law and
Equity Court held the 23rd day of April, 1928:

This day came the defendants Thomas Gresham and Angus

0. Swink by counsel and prayed leave to file their exceptions
to the report of Commissioner ::Minor dated· :March 30, 1928,
and filed April 6, 1928, and the said exceptions are accordingly hereby filed; and this cause is set down for hearing upon
the said exceptions, and the exceptions to said report fo1·m.erly filed herein and upon the said report and the depositions
filed therewith.
page .630 ~ Virginia :
In the Law and Equity Court of the ·City of Richmond.
Exceptions taken by the Defendants Thomas Gresham and
Angus 0. Swink to the report of Commissioner Minor dated
March 30, 1928, and filed April 6, 1928.
Virginia Trust Company, Trustee, etc.,

v.

"\V. H. Dameron, et als.
Joint and separate exceptions taken by Thomas Gresham

--------~-------

·Granite llall

~,arms
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and Ang-us 0. Swink, defendants in the above ·styled cause,
to the r~port of Commissioner John B. ~Iinor, to whom this
cause was referred by decree entered herein on the 2nd day
of May, 1927, and which report bears date on the 30th day
of 1\Iarch, 1928, and was filed in this cause on the 6th day
of April, 1928.
First Exception: For that said Commissioner reports that
the excessive <mtting of timber beyond 600,000 feet, which excessive cutting· amounted to 300,000 feet, should_ be paid for
at the rate of only $4.00 per thousand feet, it appearing from
the evidence that it should be paid for at the rate of $5.50 per
thousand feet;
S'econd Exception: For that said Commissioner reports
that the damage to the freehold consequential to the cutting
of timber therefrom ·was $1, 750.00, 'vhen he should have
found, it so appearing from the evidence that it was $2,000.00.
Wherefore these defm1dants do except to the said report
of said Commissioner and pray that their said exceptions may
be sustained and that the report, may be corrected in the
manner indica ted by these exceptions.
THOMAS GRESHA1vi AND ANGUS 0. SWINK,
By Counsel.
CHRISTIAN & BARTON,
p. d.
page 631 }-

And at another day, to-wit: At a Law and
Equity Court held the 13th day of August, 1928:

This cause came on this day to be a.gain heard before the
:iudge of this court in vacation, after ten days' notice by the
plaintiff and by the defendants s,vink and Gresham to the
counsel for all other parties on the papers formerly read,
011 the report of Commissioner John B. ~Iinor dated 1\{arch
30, 1928, and filed April 6, 1928, in the Clerk's Office of this
Court, and 011 the depositions and exhibits therewith, filed
with said report, on three exceptions to said report taken by
the defendant, J. R. Paschall, Florence P. Paschall and
Granite Hall Farms Corporation, filed herein on the 20th day
of April, 1928, on two exceptions to said report taken by
the defendants, Thomas Gresham and Angus 0. Swink filed
l1erein on the 23rd day of April, 1928, on a statem~nt of
Clerk's fees and co~ts incurred in this cause to date, on a
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statement from Virginia Trust Company showing the amount
on deposit with it to the credit of the Court in this cause as
of July 27th, 1928, on a statement by counsel for the plaintiff
and for the defendants, Gresham and Swink, of payments
made by them or by said defendants of expenses in this cause,
nnd on a le.tter dated July 30, 1928, to the Judge of this Court
from counsel for the defendants other than S'wink and Gresham, hereby filed as a part of the record, stating grounds of
objection to this decree as tendered; and this cause was thereupon argued by counsel.
On consideration whereof, in accordance with a written
memorandum of the Court dated July 16, 1928, and now :filed
and made a part of the record in this cause, it is adjudged,
ordered and decreed as follows :
1. That all of said exceptions to said report of Commissioner John B. l\finor are hereby overruled and that said report be and it is hereby confirmed.

2. That aU costs and expenses of this· cause, as hereafter
fixed and allowed by the Court, shall be paid from said fund
held subject to the order of the ,Court herein.
page 632
herein
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~

3. That any further report by Commissioner
1\finor under the decree of reference entered
1\Iay 2, 1927, is hereby dispensed with.

4. That the defendants Thomas Gresham and Angus 0.
Swink and Edgar Allan, Jr., their surety, are hereby relieved
of all liability under the bond :filed by them with the Clerk
of this Court pursuant to the decree entered herein on May
2, 1927, and to the decree entered herein on 1\{ay 10, 1927, and
the said bond is hereby cancelled and the Clerk of this Court
shall so mark the same.
5. That Bonds Nos. 1 to 5 secured by the deed of trust from
Granite Hall Farms· Corporation to Virginia Trust Company,
~l,rustee, dated 1\fay 1, 1920, and ail interest coupons attached
thereto when issued, have been paid and all other interest on
said bonds has been paid; that bonds Nos. 9 to 60, both inclusive, secured by said deed of trust and all interest coupons
attached thereto 'vhen issued, have ·been fully paid and cancelled, and all other interest on said bonds has been paid, and
that all coupons attached to Bonds Nos. 6, 7, and 8 secured
by said deed of trust when they were issued, have been paid,
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and all other interest on said bonds to ~lay 10, 1927, has been
P.aid, and ~hat $500.00 has be~n paid on account of the principal of said Bond No. 6 as of ~fay 10, 1927; that accordingly
the unpaid amount due on said Bonds Nos. 6, 7 and 8 amounts
to $2,500.00 and interest from :Wlay 10, 1927; that said amount
is secured .by a first lien upon the fund on deposit in Virginia Trust Company to the credit of the Court in this cause
(subject to the prior payment of the expenses chargeable
thereon) representing the proceeds of. the sale under decrees
herein, of the real estate conveyed by said deed of trust, ex-cept to the extent that said proceeds ha~e heretofore been applied by decrees entered herein to the payment· of Bonds secured by said deed of trust and interest coupons therewith
and other interest on said Bonds; that said debt of $2,500.00
and interest from ~fay 10, 1927, shall not be paid out of said
fund, but shall be paid as set out in paragraph 7, infra.
6. That the indebtedness evidenced by the $40,000.00 note
secured by the above mentioned deed of trust, amounts to
$40,000.00 principal and interest from August 21,
page 633 }- 1923, and amounts as of ,July 27, 1928, to $51,833.33
and is secured by a second lien upon the said fund
so on deposit (subject to the prior payment of said expenses
.and first lien debt chargeable against the same); and the defendants Thomas Gresham and Angus 0. Swink are the absolute owners of the indebtedness evidenced by .said $40,000.00
note, and own and hold the same without any trust obligation,
.condition, or other restriction of any nature upon such ownership-.

7. That in addition to the 400,000 feet of timber cut from
the real estate described in said deed of trust as shown by
the decree entered herein on ~larch 2, 1927, and the 200,000
feet additional provided to be cut in that decree which is
hereby found and declared to have been thereafter actually
cut by the defendants other than the defendants Swink and
Gresham, said defendants other than Swink and Gresham
have actually cut from said real estate and converted to their
own purposes 300,000 feet of timber of a value of $1,200.00;
that the freehold value of said real estate has been damaged
by the cutting of said excess 300,000 feet, and by the cutting
·of the 400,000 feet cut prior to :March 2, 1927, to the extent
of $1,750.00; that all of said cutting, except to the extent
of the 200,000 feet permitted by the decree of ]\{arch 2, 1927,
'vas illegal_; that the damages of $2,750.00 arising out of said
illegal cutting have ·fallen on the defendants Swink and Gres-
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ham, as the owners of the debt secured. by a second lien on
the fund on deposit, and are recoverable herein by them; that
accordingly the first lien debt held by Securities Holding Corporation; subject to the lien thereon, if any, hi favor of W ..
H. Dameron, of $2,500.00 and interest from :niay 10, 1927,
compounded on November 1, 1927, and on }\!fay 1, 1928, which
amounts to the aggregate as of July 27, 1928, to $2,686. 79, is
subject to an offset of $2,750.00 ort account of said illegal cutting of timber by the defendants other than the said Swink
and Gresham, and of the damage t<;> the freehold value of the
real estate by them inflicted by the illegal cutting of said timbe~; th~t the balance of $500.00 on account of principal due
on Bond No. 6, and the entire amount of the principal of
Bonds Nos. 7 and 8, and interest on all three of
page 634 ~ said bonds from May 10, 19·27, is no longer due to
be paid t<J the owners of said debt out of said
fund on deposit, because there is a larger amount due -by
them to the owners and holders of the debt secured bv a
second lien on said fund on deposit, arising out of the ~at
ters referred to; that the said Bonds Nos. 6, 7 and 8, and
the interest thereon from 1\iay 10, 1927, are hereby declared
fully paid and tlie Clerk of the Court shall so mark the same,
after which he shall place them among the papers in this
cause, and shall not continue longer to hold them in the iron
safe in this office; that the defendants, Thomas Gresham and
Angus 0. s·wink, shall have and recover of the defendants,
Securities Holding Corporation, W. H. Dameron, J. R ..
Paschall, and Granite Hall Farms Corporation, the sum of
$63.21· with interest from July 27, 1928, in full settlement'
of their additional liability beyond the sum of $2,686.79 on
account of the illegal timber cutting· and the damage to the
freehold of the real.estate conveyed by said deed of trust.
8. That the defendants Thomas Gresham and Angus 0.
Swink, by reason of the matters mentioned in Paragraph 7,
l1Upra, are entitled to. the proceeds of the fund of $21,162.02
on deposif in Virginia Trust Company to the credit of the
Court in this cause as of July 27, 1928, after the payment out
of the same of the costs and other expenses of this litigation hereafter specified, of $1,124.~9, and are entitled to a
judgment against J. R. Paschall and Granite :Hall Farms Corporation for the deficiency in the amount so payable to them
of $20,037.43 increased by the sum of $1,204.52, for interest
on the purcliase price of the real estate bought by them on
April 12, 1927, for $84,500.00, because of their failure to pay
$304.09 of interest accruing between April 12, 1927, and May

~ranite
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10, 1927, and $900.43 of interest accruing to January 25, 1928,

(when the purchase money became fully paid) on the unpaid purchase money, making an aggregate of $21,241.95,
fully to discharge the nmount of principal and interest clue
to theni as of July 27, 1928, as the owner and holder of the
$40,000.00 note and the debt evidenced thereby of $40,000.00
and interest from August 21, 1923, aggregating $51,833.33
and fully to pay the sum which shall hereafter be
page 635 } decree by the Gourt to be reasonable compensation tQ the counsel for the plaintiff for their services in the institution and conduct of this suit; in behalf of
the plaintiff trustee; that the defendants Thomas Gresham
and Angus 0. Swink shall at this time have and recover of
the defendants, J. R. Paschall and Granite Hall Farms Corporation, the S"!Jm of $30,581.38 with interest from ,July 27,
1928, and that the defendants, Thomas Gresham and Ang·us
0. Swink, shall hereafter have and recover of the defendants, J. R. Paschall and Granite Ifall Farms Corporation,
such sum as shall hereafter be decreed to be reasonable compensation to said ~ounsel for the plaintiff for their services
in the institution and conduct of this suit.
And the c.ourt, now proceeding to provide for the payment
from said fund of the costs and expenses of this litigation,
doth adjudge, order and decree that Luther Libby who is
hereby appointed a Special ·Commissioner for the purpose,
shall draw on the fund of $21,162.02 on deposit 'vith Virginia Trust Company to the credit of the Court in this cause
as of July 27, 1928 ; on an attested extract of this decree, and
deliver to the persons hereinafter named, his checks, in tl1c
amounts and payable as follows, to-wit:
To Luther Libby, in full of fees to date in this
cause, payable to him as Clerk of this Court
To Thomas Gresham and An-gus 0. Swink or
Christian and Barton, their Attorneys, in repayment to them of writ tax ($1.50) and deposit
for costs ($8.50) premium paid to Fidelity &
Deposit ·Company of l\!Iaryland for injunction
bond ($30.00), premium paid to Fidelity & Deposit Company of 1-Iaryland for Receiver's
bond ($10.00), amount paid to J. Herbert M~er
cer, Sheriff, for service of sub-poena and injunction order ($1.00), amount paid to H. F. Hutcheson, Clerk, ~iecklenburg County, for certified

$51.55
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copy of deed of trust dated 1\rfay 1, 1920 ($15.00),
amount paid to W. R. Beales, Sheriff, 1\:lecklenburg· County, for service of two sub-poenas, five
copies of injunction and ferriage expense
($4.50), amount paid H. F. Hutcheson, Clerk
Mecklenburg County, for recording Z.is pendens
($1.50), amounts paid Times-Dispatch for advertisement of Trustee's sale ($101.36), -amount
paid R. T. \Vilson, Clerk, for certifying copy of
charter and stock and bond statements of Granite Hall Farms Corporation ($5.38), amount paid
George J. Shepherd, R.eceiver, for his compensation ($112.50), amount paid for premium on
fire insurance policy procured by :Rleceiver
($30.00)

321.24

page 636 ~ To John G. " ...inston for stenogrr.phic
services in ~aking and reducing t-o
typewriting the depositions under the decree of
reference of 1\IIay 2, JH27

$32G.80

To ,John B. l\1inor, Commi~s·ioner, fee for his report of March 30, 1928, filed April 6, 1928,

425.00

'1 o Thomas Gresham &~Hl Augns 0. Swink or
Christian and Barton, thr1~ AttonH~ys, on account of the amount due t lu.•Jn as the ownel's nnd
holders of the $40,000.00 unte de~•eribed in the
bill of complaint
·

20,0:-J7.43

TOTAL
9. That the Commissioner in Chancery before whom 1his
cause is pending for inquiry and report on questions as '{>rovided in a decree entered herein -on December 29, 1927, shall
nlso inquire and report on any other questions as to which
he is requested by any party to inquire and report, and also
on what is a reasonable solicitor's and attorney's fee for the
institution of this suit and the conduct of the same in behalf
of Virginia Trust Company, Trustee.
10. That in order that the defendants, Securities Holding Corporation, W. H. Dameron, J. R. Pasehall, Florence
P. Pasehall and Granite Jiall Farms. Corporation, or either
of them, may, if they desire, apply to the Supreme Court of
Appeals of Virginia for an •appeal from this decree and oth-
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ers heretofore entered, it is ordered that the execution of this
decree be, and it is hereby suspended for a period of sixty
days from the date hereof, in order to permit said application for an appeal to be made, provided that on or before
September 1st, 1928, the said defendants shall execute a suspending bond before the ·Clerk with surety approved by him
as sufficient, in the penalty of $1,000.00, conditioned according to la'v; provided that the suspension of this decree shall
not prevent the drawing and delivery to Luther Libby, John
G. vVinston, and John B. 1viinor of the checks herein decreed
to be drawn and delivered to them respectively, nor the drawing and delivery of the check for $321.24 to Thomas Gresham
and Angus 0 . .Swink or Christian & Barton, their attorneys.
·11. That after the exe~ution in full of this decree the ac~
cruals of interest after July 27, 1928, upon the fund on deposit with Virginia Trust Company, shall be
page 637 }- stated to the Court which will then decree tbe
drawing of a check therefor to defendants Swink
and Gresham, and the amount of which shall be credited as
of the date received on the personal judgment in their favor against Defendants J. R. Paschall and Granite Hall
Farms Corporation.
To The Clerk of the Law & Equity ~Court of the City of Richmond.
Enter the foregoing decree in vacation.
BEVERLEY T. CRUMP, Judge.
August 13, 1928.
page 638}

July 17,

192~.

Virginia:
In the Law and Equity Court of the City of Richmond.
V.irginia Trust Company, trustee, &c., Plaintiff,
against
W. H. Dameron, et als., Defendant.
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COS'l'S:
Olerk's fees to date ................................ $45.90
estimate for decree, checks ~c. . . . . . . . . . . . . . . . . . . . . 5.65
51.55
Teste:
LUTHER LIBBY, Clerk.
By E. 1\L EDWARDS',
Deputy Cle~k~
page 639 ~

VIR.GINIA TRUST

CO~IPANY

R:ECHl\tiOND, VA. July 17, 1928.
Mr. Andrew D. Christian, Atty.,
Atlantic Life Building,
Richmond, Va.
Dear .Andrew:In accordance with your request, we take pleasure in en-closing a statement of the ae~{)unt of the Law & Equity Court
in the suit of Virginia Trust ·Company, Trustee, vs. W. H.
Dameron et als.
This statement shows a balance to the credit of the account
July 16th and a pencil memorandum of the amount of interest that will be credited on July 27th, provided the account
does not change. ·
Yours very truly,
W. B. JERMAN
Asst. Treasurer
page 640 } Law & Equity Court, ·City of Richmond, in Suit,
Va. Trust Co., Trustee, vs. W. H. Dameron, et
als.
VIRGINIA TRUST COMPANY
Richmond, Va.
Date
Jan 26 '28
Feb 27 IN
Mar 27 IN

Deposits
20,864.83
53.90
50.55

Granite Hall

~,arms

Corp., et als., v. Va. T!ust Co. Tr.

Apr 27 IN
~lay 28 IN
Jun 27 IN

48.75
47.51

Jul 16 '28

21,l14.51

Int. July 27-
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48.97

47.51
21,114.51
21,162.02

page 641

~

·virginia :

In the Law and Equity Court of the City of Richmond.
Statement at Bar by Messrs. Christian & Barton.
Virginia Trust Company, Trustee, etc.,
. v.
W. H. Dameron, et als.
To amount paid for writ tax and advanced costs

$10.00

To amount paid Fidelity & Deposit Company of
Maryland for premium on injunction bond

30.00

To amount paid Fidelity_& Deposit ·Gompany of
1\{aryland for premium on Receiver's bond

10.00

To amount paid J. II. Mercer, Sheriff, for service
of sub-poena and injunction order

. 1.00

To amount paid H. F. Hutcheson, ·Clerk, Mecklenburg ·County, for copy of deed of trust from
Granite Hall Farms Corporation to Virginia
Trust Company, duly certified,

15.00

To amount _paid for execution of two sub-poenas,
:five copies of the injunction and ferriage expense to W. R. Beales, Sheriff, Meeklenburg
• County

4.50

To amount paid H. F. Huteheson, Clerk, Meeklenburg County, for recording lis pendens Virginia
Trust Company, Trustee, v. Granite Hall Farms
.Corporation

1..50
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To amount paid Times-Dispatch Publishing Compa~y for advertising notice of sale under deed
of trust

101.36

~ro

amount paid R. T. Wilson, Clerk, State Corporation Commission for certified copy of charter, stock and bond statements of Granite Hall
Farms Corporation

5.38

To amount paid for premium on fire insurance
policy procured by Receiver

30.00

'ro amount paid Receiver for his compensation
TOTAL .
page 642 ~

112.50
$321.24

Lawrenceville, Va.,
July 30, 1928.

Jionorable Beverly T. Crump,
Law afld Equity Court,
Richmond, Va.
lVly dear Judge Crump:
In compliance with your request I am writing to call your
attention to the objections we have to the decree as drafted
bv }fessrs. Christian and Barton to be entered in the case
of Virginia Trust Company, Trustee v. Dameron and others.
I

1. Our objections to the decree in its entirety are set forth
in the exceptions taken on behalf of our clients to the report
of Commissioner John B. J.\!Iinor and are more fully stated in
the briefs heretofore filed with you.
2. I call. your attention to the concluding paragraph of
our brief heretofore filed:
"We wish to repeat what we have already contended, that
the questions in this case, arising as they do between co-defendants, cannot properly be litigated in this suit-certainly
unless proper pleadings be filed in the nature of cross bills
hy the defendants Swink and Gresham, and we request that
this objection be considered as an enlargement of, or addit.i on to, the grounds of exception to the report of Commissioner Minor already filed~''
_
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It seems to me that under the authorities the defendants
S'wink and Gresham, who have never filed a cross bill against
our clients, and who, so far as the pleaqings now stand, oc·
cupy with respect to our clients the relation of co-defendants,
cannot seek or obtain the affirmative relief which in the pro·
posed decree is awarded them.
3. For the reasons already presented we object to all the
paragraphs in the decree numbered 1 to 9 inclusive, since
each of those paragraphs ignores and overrules all contentions made by us on the merits of the case.
In addition to the general objections stated above, we take
the following specific objections:
page 643 ~

(a) To paragraph 5 because it is not warranted
by the evidence in the case, and the facts appearing in the record do not justify the application of the funds
under the control of the court to the payments therein provided for;

(b) We object to the sixth paragraph of the decree for the
reason that the defendants Swink :and Gresham are not entitled to recover either the principal of the accornodation note
for $40,000 made by the Granite Hall Farms Corporation and
'indorsed and guaranteed by the defendant J. R. Paschall,
or either simple or compound interest on said note;
(c) We object to paragraph 7 of the proposed decree for
reasons presented in the exceptions filed to the report of
Commissioner 1\Hnor and more fully stated in our brief already filed;
(d) We object to paragraph -8 of the proposed decree for
the reason that the defendants Swink and Gresham are not
entitled to the funds on deposit in the Virginia Trust ·company to the credit of the court .in this cause or to the payment
out of the said funds of the costs ·and other expenses of this
litigation, and are not entitled to a judgment against J. R.
Pasc.hall and Granite Hall Farms Corporation for the sums
·of money, or any of them, mentioned in said paragraph 8;
(e) We object further to paragraph 8 and to paragrapl1 9
insofar as they provide for the payment by the defendant
J. R. Paschall and Granite Hall Farms Corporation of· fees
to counsel for the plaintiff and for the defendants Swink and
Gresham;
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(f) We request that paragraph 10 be so amend~d as to
n;ake it apear that we have made these objections and exceptions to the decree so that if there should be au appeal the
record will show affirmatively the objections made by us.
That perhaps may best be accomplished by permitting this
letter to be filed and rg.ade a part of the record by a proper
reference thereto in the decree 'vhen it is tinally entered.
~

In further compliance with my statement to
you, I ha.ve today written 1\tir. Bridgers advising
him that you have fixed upon August 13th at 11 o'clock a.m.
to enter the dec.ree and will give our clients until August 2Hrd
in which to execute a suspending bond. I think Mr. Bridgers
is on a vacation trip to the Pacific Coast.. I do not know his
address but have sent my letter to his office with the request
that the contents be communicated to him immediately by
his stenographer.

page 644

Very respectfully and truly yours,

E. P. BUFORD,
of counsel for all defendants except
Angus 0: Swink and Thomas Gresham..
page 645

~

Virginia:
In the Law and Equity Court of the City of

R.ichmond.
Virginia Trust Company, Trustee, Plaintiff,
vs.
. W. H. Dameron, et als., Defendant.
ON EXCEPTIONS TO COMMISSIONER'S REPORT.
Men'ltorandwm hy

Co~trt.

I have considered the Commissioner's report and the testimony returned therewith, and have read with interest the
exhaustive arguments filed by Counsel on the exceptions to
tl1e report, as also the written arguments filed before the
Commissioner.
Upon ex~eptions to a report of a Commissioner when the
testimony is returned with his report and his conclusions are
excepted to, it is the province and duty of the Court to review the conclusions of the Gommissioner, as the final judicial
determination lay with the Court and not with the Commis-
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sioner. Consideration is to be given to the fact that the Commissioner had the advantage of having the witnesses testify
in l1is presence, although his report has not the effect of the
verdict of a jury. When the Court :finds that the conclusions
of the Commissioner are clearly supported by competent and
unimpeached witnesses, the Court will not set aside or disturb
his report unless the weight of· the testimony which is contrary to his conclusions is such, on account of the numbers of
the witnesses and the nature of their evidence, as to make it
clear that the Comm1 ssioner has erred:
IIitt v. Sm.allwood, 147 Va. 778.

The defendants, J. R. Paschall, Florence Paschall and
Granite Hall :H'arms Corporation, have filed three exceptions
to the report, which I 'vi.ll now consider in order.
On the first exception, it seems to me clear from
pa~e 646 } the evidence, that the $40,000.00 note was in the
hands of the Virginia Trust Company as collateral for a debt due to that Company by .Mr. Paschall, together with other collatei·al; that default having been made in
payment of the debt, all of the collateral was put up at public auction and sold; and ·that at such sale~ the defendants
Swink and Gresham, purchased all of the collateral, and ordinarily thereby acquired a good title to it. It is, however,
contended that the purchasers Swink and Gresham, had made
a parol contract with :Mr. Paschall of the character appearing in the pleading and evidence, among the terms of which
'vas that this $40.0{)0.00 note should be cancelled and stirrendered 'vhenever the other collateral was sufficient to pay
o:ff the debt which all of the collateral secured.
Without undertaking to go into the various phases of this
parol contract, I am satisfied that the evidence does not au~
thorize the Court in overruling the conclusion of the Commissioner that this parol contract was not sufficiently established. It seems to me that the two letters of April and
June, 1924, written by ~Ir. Swink to ~Ir. Paschall, are inconsistent 'vith the existence of such a contract at that time, and
if :Nlr. Paschall intcmded to rely upon it, called for a prompt
assertion of it on his part. The testimony is very voluminous and searching, and is sufficient to sustain the conclusion
·of the Oommissioner, and is not such as to warrant the Court
in differing from his conclusion. It is immaterial whether
the duty of the purchasers. Swink and Gresham, if such a contra~t w'"er.e established, was in the nature of a trust obligation or not; the character in which they would hold the $40,-
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000.00 note need not ·be considered unless the contract were
es tnblished.
Under the Virginia doctrine, it is fairly plain the application of the rule of ultra vires does not apply to the issuance
of this note by the Corporation. The first exceppag·o 647 ~ tion is therefore overruled.

The second and third exceptions are to conclusions reached
by the Commissioner upon testimony varying in some respeeis, but in my opinion amply sustained the Commissioner's IElport.
The defendants, 'J~homas Gresham and A. 0. Swink have
filed two exceptions to the Commissioner "s report, in which
it is calimed that the 300,000 feet of excessive cutting found
by the Commissioner to be paid for at the ratf of $4.00 per
1,000 feet, should be corrected to $5.50 per 1,000 feet; and that
the damage to be freehold from the cutting of timber fixed by
the Commissioner at $1,750.00, should be placed at $2,000.00.
These hvo exceptions are overruled, as in my opinion there
is sufficient evidence to justify the findings of the Commissioner.
Consequently, all the exceptions to Commissioner l\finor's
report filed A.pril 6, 1928, are overruled.

B. T. C.
,July 16, 1928.
page 648

~

And now at this day, to-wit: at a Law and
Equity Court held the 1st day of November1

1928:
Mr. Luther Libby, named a·s 8pecial Commissioner in the
decree entered in this cause on the 13th day of August, 1928,
having this day applied to the Court for instruction as to
whether he should now execute the duties as Special Commissioner imposed upon him by said decree, stating at the time
that counsel for Mr. Gresham and ~Ir. Swink have applied to
him as Special Commissioner, to deliver to them the check
as ordered in said decree, and it appearing to the Court from
the face of the record that the period of suspension expired on
the 12th day of October, 1928, and that subsequent to that
time, counsel for 1\IIr. Paschall has taken up with Mr. Libby,
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as clerk, the matter of making up the record for an appeal:
The Court is of opinion that it has no jurisdiction to prevent the execution of the said decree, and is of opinion that
the Special Commissioner is under obligations to comply with
its term~, and therefore, cannot refuse upon the demand of
eounsel for Gresham and Swink, to make out and deliver the
check above mentioned.
page 649 }

I, Luther Libby, Clerk of the. Law and Equity
Court of the Oity of Richmond, do hereby certify that the foregoing is a true transcript of so much of the
record in the above entitled cause "Therein Virginia Trust
Company, a corporation, as trustee under a deed of trust
dated May 1, 1920 from Granite Hall Farms Corporatio:q, is
plaintiff and W. H. Dameron, Thomas Gresham, Angus 0.
Swink, Florence P. Paschall, Granite Hall Farms Corporation, a corporation, Securitie~ Holding Corporation, a corporation and J. R. Paschall are defendants, as was agreed betvteen all parties by counsel should be copied into the record,
and tha.t Virginia Trust Company, trustee, A. 0. ·Swink and
r_rhomas Gresham had due notice of the intention of J~ R.
Paschall, Granite :Hall Farms Corporation, Florence P. Passhall, Securities Holding Corporation and W. R Dameron,
to apply for such transcript.
·\\i''itness my hand this 30th day· of November, 1928.
I.JUTHER LIBBY, Clerk.
Fee $300.00.
page 652

~

Virginia:
In the Law and Equity Court of the City of
Richmond:Granite Hall Farms Corporation, a corporation chartered,
organized and existing under the laws of the state of Virginia
v.
·virginia Trust Company, a corporation, as trustee under a
deed of trust elated 1\1:a.y 1, 1920, from Granite Hall Farms
Corporation, W. H. Dameron, Thomas Gresham, Angus 0.
Swink, Securities Holding Corporation, a corporation chartered under the laws of the state of North Carolina, Florence P. Paschall and .T. R. Paschall.
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CROSS-BILL.

1'o the Honorable Beverly T. Crump, Judge of the Law and
Equity Court of the city of Richmond:
Humbly complaining showet.h unto your Honor your complainant, Granite Hall IParms Corporation, a corporation
duly chartered, organized and existing under the laws o~ the
state of Virginia:
.
That at second February· :rules, 1927, the above named defendant; Virginia Trust Company, a corporation als.o chartered, organized and existing under the laws of the state of
Virginia, exhibited in your Honorable court its original bill
against your complainant and the other defendants named
in the caption, a certified copy of which original hill is herewith filed, marked ''Exhibit A'', and is prayed to be taken
and read as a part of this bill;
That previously to the filing of said bill at rules, to-wit,
on the 27th day of January, 1927, the said Virginia Trust
Company, plaintiff in said original bill, on ex parte application procured a decree to be entered by your Honorable
court awarding it an injunction to enjoin and restrain the
cutting, manufacturing and removal of certain timber standing upon the tract of land owned by your complainant; all
which more fully appears from a certified copy of said decree herewith filed, marked ''Exhibit B '', and prayed to be
taken and read as a part of this bill ;
That said suit came on again to be heard on
page 653 ~ the 26th da.y of February, ·1927, when a certain
other decree was entered therein extending the
period within which the said injunction should be effective
and enlarging the po,ve.rs of the receiver named therein, appointed.by the decree entered as aforesaid on the 27th day of
January, 1927; all which more fully appears from a certified
c-opy of the last mentioned decree, herewith filed, marked
"Exhibit 0", and prayed to be taken and read as a part of
this bill.
That the said suit having been regularly matured at rules
and set for hearing,- was placed upon the docket of your Honorable court and came on again to be heard on the 3rd day
of March, 1927, and thereupon by leave of court the separate answers of your complainant,. a.nd of the defendants
F'lorence P. Paschall, J. R. Paschall, Securities Holding Corporation and W. II. Dameron, and the joint and separate answerR of the defendants Thomas Gresham and Angus 0.
Swink,. 'vere duly filed, certified copies whereof, marked re-
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spectively "Exhibit D", "Ji..Jxhibit E", "Exhibit F", ".Exhibit G", "Exhibit H", "Exhibit I", are herewith filed and
prayed to he taken and read as parts of this bill:
That upon the hearing of said case on the 3rd day of March,
1927, a certain qther decree was entered by your. Honorable court, a certified copy 'vhereof is herewith filed marked
'' Exhibit .T '' and prayed to be .taken and read as a part of
this bill.
'fhat on the 2nd day of ~Iay, 1927, a certain other decree
was entered in Raid cause by your llonorable court, directing a distribution of ecrtf.lin notes and among other things,
referring this cause to one of the commissioners in chancery
of your Honorahle court, who was directed to take certain
au:ounts and make certain inquiries and reports mentioned
therein all which more fully appears from a certified copy of
said last mentioned decree, herewith filed marked ''Exhibit
1{.'' and prayed to be taken and read as a part of this bill.
Tl1at pursuant to said last mentioned decree the accounts
and inquiries directed thereby were by consent of counsel
for the parties, referred to John B. ~Iinor, Esq..
page "654 t one of the commissioners of your Honorable
Court, who has proceeded and is no'v proceeding,
to take the depositions of 'vitnesses for all parties respectively, and to make the inquiries directed by said decree as
aforesaid.
.
'fhat upon the taking of the depositions aforesaid it was
ascertained and proved that the note for $40,000.00 dated
May 1, 1920, purporting to be signed by your complainant as
the maker thereof, and the payment whereof was guaranteed
by an indorsement thereon by the defendant, J. R. Paschall, was, in fact, an acco·modation note, made for the acco·modation of the said J. R. Paschall and to he used by him
as additional collateral security to be deposited by him with
the said Virginia 'rrust Company as additional security for
the payment of personal notes for the sum of $15,000.00 each,
which had been negotiated and discounted at the said Virginia
Trust Company and were held by it, and that the said Virginia Trust Company was duly appfised .and had actual
knowledge of the fact that the said note was made solely for
the acco1nodation of the said J. R. Paschall ~nd .that your
c:omplainant made said note without receiving value therefor, and solely for the purpose of lending its name to the
gaid J. R. Pa·schall~ and that the act of the said Virginia T:r:ust
Company in selling the said note. 'to the defendants, Thomas
Gresha.m and Angus 0. Swink, as a valid negotiable instru-
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ment .for all purposes, if, in fact, the said Virginia Trust
Company sold the said note, as alleged in its original bill and in the answer of the said Thomas Gresham and Angus 0.
Swink thereto, was a negotiation of said note in breach of
faith on the part of the said Virginia Trust Company, or
under such circumstances as amount to a fraud upon the
rights of your complainant.
That it appears further from said depositions that default
had been made in the payment of interest stipulated in said
note to be paid, continuously on each period mentioned in
said note from its date until the ·21st day of August, 1923,
"\vhen the said Virginia Trust Company and the said defendants, rrhomas Gresham and Angus 0. Swink, alleged that the
said note wa~ among other securities held by the said Virginia Trust Company as collateral security for the payment
of the notes of the defendant J. R. Paschall, sold by said Virginia Trust Company to the said Thomas Gresham and Angus 0. Swink, and that, therefore, the said depage 655 ~ fendants were not purchasers of said note in due
course and are not holders thereof in due course,
and that said defendants are charged with notice of the infirmity therein by reason of the fact that default had been
made in the payment of said interest; and your complainant
here calls special attention to paragraph 11 of the original
bill filed by the said Virginia rrrust Company as aforesaid,
'vherein the said ·virginia Trust Company expressly states
that default had been made in the payment of said interest
prior to the sale of said note on August 21, 1923;
That since the last depositions 'vere taken before said commissioner .lohn B. 1\Hnor on hehalf of your complainant and
the other defendants to said original bill except the said
Thomas Gresham and Angus 0. Swink, your complainant
has ascertained from E. I. Bugg,. the maker of the note for
$10,000.00, delivered also by the said J. R. Paschall to the
said Virginia Trust Company as a part of the collateral seeurity for the payment of his notes aforesaid, certain facts
wh~ch were unknown to your complainant at the time said
depositions were taken, which corroborate the testimony
given by said J. R. Paschall, and strongly tend to show that
the agreement between the said ,J. R. Paschall, 'vho acted for
himself and as president of your complainant and on its behalf and the said defendants, Thomas Gresham and Angus 0 ..
Swink, set forth in the answer filed by your complainant to
the said original bill filed by said ·virginia Tn1st Company
'vas, in fact, entered into before the said Thomas Gresham
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and Angus 0. Swink became the alleged purchasers of the
securities held by the said Virginia Trust Company as collatP-ra.l security for the payment of the notes of said J. R.
Paschall, ·which are alleged to have been sold by said Virg-inia Trust Company on the 21st day of August, 1923; and
that before and at the time of making said alleged and pretended sale the said Virginia Trust Company had actual
1mowled_ge of the eXistence and terms of said agreement so
entered into between the said J. R. Paschall and the defendants, Thomas Gresham and Angus 0. Swink, whereby, as
nlleged in said answer, the said Thomas Gresham and An~·us 0. Swink agreed that in consideration that the said J.
R. Paschall wot1ld consent to a s·ale of said securities by
publi~ auction, they 'vould become the purchasers of the
bonds of the Sunbury Lumber Company, the bonds of the
Piedmont Power and Light Company, the note of
page 656 ~ said E. I. Bugg and the note of your complainant for $40,000.00, and that said Thomas Gres. ham ~nd An~ns 0. S·w·ink ·would hold the said securities subject to the further stipulation and agreement that they
should surrender for cancellation your complainant's note
aforesaid for $40,000.00 as soon as they should realize from
the other securities, to-wit, the bonds of the Sunbury Lumbet'
Gompany, the bonds of the Piedmont Power and Light Com·
pany. Hnd tl1e note of E. I. Bu~g an amount suffi.cient to reimburse them for the sums to be paid by them on account of
thP. two notes of the sa.id ,J. R. Paschall for $15,000.00 each,
t1lt3Y being the only notes of said Paschall then outstanding,
'vith interest thereon and interest on the first mortgage bonds
of your cmnplainant, then held by the said Virginia Trust
Company, and 'vhich the said Virginia Trust Company required to he paid as a condition of its agreeing that said
secnl'ities might be so purchased by the said Thomas Gresllam and Angus 0. Swink; all which appea.rs from an affidavit
made hy the said E. I. Bugg, herewith filed, marked ''Exh1.hit K'' and prayed to ~e· taken and read as a part of this
bill.
That the said Thorrias Gresham and Angus 0. Swink have,
subsequenth-r to the said alleged sale and purchase by them
of the securities aforesaid, sold the Piedmont Light and
Power Company bonds and the Sunbury Lumber Company
bonds for prices which, together with the amount realized
by them on the note of the ~aid E. I. Bugg, have more than
reimbursed them for the amounts payable on the notes aforesaid of the said .J. R. Pascha1l and the said interest thereon
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and the interest on the first mortgage bonds aforesaid of your
complainant, then held by the Virginia Trust Company.
-<:
That at the time the said agreement was so entered into between the said .J. R. Paschall, acting for himself and on behalf of your complainant, and the said Thomas Gresham and
Angu.~ 0. Swink, the said J. R. Paschall-was indebted· to the
~aid Virginia Trust Company in the sum of $30,000.00, evidenced by two notes for ~15,000.00 each, maturing respectively on May 1, 1923, and ~fay 1, 1924, and said J. R. Paschall had pledged with the said _Virginia Trust Company as
collateral for the payment of said notes the following ·securi-

ties:
page 657

~

Bonds of tl1e Sunbury Lurp.ber Company of the
par value of $35,000.00
Bonds of t.bP. Piedmont Po,ver and Light Company, of the
par value of $35,000.00
Nc.te of E. I. Bugg, of ti1e par value of $10,000.00
The. accomodation note aforesaid of this respondent for
$40,000.00
.
The· said note of $40,000.00 so executed by this respondent
was, as hereinbefore alleged, made by it for the acco1nodation
of tl1e said J. R. Paschall, who was then indebted to the said
Virginia Trust Company in a sum greatly in excess of $30,000.00, for which the said Virginia. Trust Company held also
other securities, and which total indebtedness of the said J.
R. Paschall to the said Virginia Trust Company before the
time at which said defendants Thomas Gresham and Angus
0. Swink came into possession of the said note for $40,000~00,
had been reduced by payments and applications of proceeds
of other securities to the sum of $30,000.00, evidenced by the
t1Vo notes aforesaid.
.
That said J. R. Paschall would not have entered into said
agreement with said Thomas Gresham and Agnes 0. Swink
unless it had been made an express condition of said agreement that the note of your complainant for $40,000.00 aforesajd should he surrendered for cancellation upon the terms
aforesaid.
That the said Thomas Gresham and Angus 0. Swink, at
the time of purchasing said bonds of the .Sunbury Lumber
Company and the Piedmont Power and Light Company and
the note of the said E. I. Bugg regarded them as having, and
said securities in fact had, a value far in excess of the notes
of the said J. R. Pashca.ll, with which they had been pledged,
and the interest on said notes and the interest on the bonds
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aforesaid of your complainant, and in order to procure the
,couseut of the Virginia Trust Company to the sale by 'vhich
·they might become the purchasers, they further agreed with
the plaintiff to guarantee that upon a foreclosure of the
deed of trust securing the payment of the first mortgage
bonds of your complainant, then held by the Virginia Trust
Co~pany, they 'vould cause the land mentioned in said deed
of· trust to bring a.t a sale thereof at least $55,000.00, and
obligated themselves in the event of a sale of the land, ·to pay
the Virginia Trust Company at least $15,000.00 of the said
sum of $55,000.00, to be applied as payment on
page 658 ~ said bonds, the Virginia Trust Company being
willing to carry the said land at a valuation of
$40,000.00, $40,000.00 as security for said bonds.
That on the lOth day of January, 1927, the defendants W.
IJ. Dameron and Securities Holding Corporation paid the
·virginia Trust Company the full amount then owing to it
on account of the first mortgage bonds of your complainant .
held by the said Virginia Trust Company and the said
Thomas Gresham and A.ngus 0. Swink thereby became released from further liability on said guaranty and not until
after that date did they assert any liability on the. part of
your complainant or the said J. R. Paschall on account of
said note of your complainant for $40,000.00.
That said Thomas Gresham and A:n,gus 0. Swink have re- ·
alized from the oonds of the Sunbury Lumber Company and
· of the Piedmont-:.Power and Light Company and the note of
the said E. I. Bugg more than enough money to reimburse
them for the amount paid by them in settlement of the notes
of said J. R Paschall and interest thereon and interest on
the bonds of your complainant accrued on August 21, 1923,
·and in accordance with the terms of the agreement aforesaid there is no further liability against your complainant on
its note aforesaid for $40,000.00, and said note constitutes no
existing or subsisting lien on the land of your complainant
conveyed to the said Virginia Trust Company as trustee in
the said deed of trust.
':rhat after the first mortgage bonds of your complainant
h~d been so paid for and discharged by the said Securities
Holding Corporaion and W. H. Dameron, the said Virginia
Trust Company as trustee, knowing that there 'vas no further· liability on your complainant on acco'!lnt of the said
note for $40,000.00 and that said note should be cancelled, delivered the original deed of trust to the said W. H. Dameron and agreed to resign the receivership created by .said
deed.
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That your complainant adopts all and singular the allegations contained in its answer aforesaid to the original bil~
filed against it and the other defendants mentioned therein
by the said Virginia Trust Company as fully as if all said
allegations were here set forth at l.ength.
page 659 ~ Your complainant is advised and charges:
1. That, being chartered and organized for the purpose of
conducting and carrying on an agricultural and real estate
husiuess, and not to do the business of a guaranty or· surety
con1pany, the making of the said note for $40,000.00 for the
general purpose of furnishing credit to other persons and of
having said notes transferred and negotiated, was an ultra
vires act:
2. That the said Virginia. Trust Company having received
tlw said note with actual knowledge that it was made solely
for the accomodation of the said J. R. Paschall as aforesaid, must also have known that it could not lawfully sell
the said note as a valid instrument negotiable by it for all
purposes, and that it could not, as agah1st your complainant,
pass title to said note as a valid instrument negotiable for all
purposes, except in breach of its faith 'vith your complainant,
and if it in fact did so, it is liable to your complainant for
~ueh amount., if any, as the said 'J.1homas Gresham and Angus
0. Swink may recover out of the proceeds of the sale of
land of your complainant co1iveyed in the _ · deed of trust to
said Virginia Trust Company, trustee, mentioned in its original bill and in the proceedings in this cause, or may otherwise recover of your complainant on account of ~aid note.
3. That the said Thomas Gresham and Angus 0. Swink,
having entered into the agreement aforesaid 'vith the said
.J. R.. Pasehall, and l1aving purchased the said securities pursuant to said agreement, and having realized from the bonds
of the Sn11bury Lumber Company and the Piedmont Light
and Power Company and the note of E. I. Bugg an amount
more than sufficient to reimburse them for the money paid
by them oi1 the two notes of said J. R. Paschal] for·$15,000.00
each and interest thereon and interest then accrued on the
first mortgage bonds of your complainant held by the Virginia Trnst Company, are not entitled to recover anything on
the note aforesaid for $40,000.00, made by your complainant as aforesaid for the acco1nodation of the said J. R. Paschall, and should be required to cancel said note and surrender it to y01n· complainant.
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In tender consideration whereof, and·..forasmuch as your
is without adequate remedy save upon cross
bill filed for the purpose herein set forth, your complainant
prays that leave be granted it to :file this its
page 660 ~ cross bill. that said Virginia Trust Company,
Granite Hall Farms Corporation, W. H. Dameron, Florence P. Paschall, .T. R. Paschall, the Securities
Holding ·Corporation, Thomas Gresham and Angus 0. Swink
be made paTties defendant thereto and required to answer
the same, answers on oath, however, being hereby expressly
·waived; that proper process issue; that all proper orders and
decrees be made and inquiries directed; that the said Virginia
Trust Company be required to refund and pay to your complainant such sum or sums of money, if any, as the said defendants Thomas Gresham and Angus 0 . .Swink, or either
of them, may recover from your complainant on account of
the note aforesaid for $40,000.00 made by your complainant
for the accornodation of the said J. R. Paschall, or which
they may recover out of tl1e proceeds of the sale of the land
of your complainant made by the said Virginia Trust Oom.pany as trustee in the deed -of trust herein, and in the proceedings in the original suit of ·virginia Trust 'Company,
trustee. v. vV. H. Dameron and others mentioned; that the
said defendants~ 'l1homas Gresham and Angus 0. Swink be
reanired to cancel and surrender to your complainant the
Faid note for $40,000.00 made by it as aforesaid for the accotnodation. of the said J. R. Paschall; that all depositions
of witnesses taken and filed before John B. Minor, Esquire,
commissioner in chancery as aforesaid, pursuant to decrees
entered in said original suit, and that all proceedings in said
original suit may be read in connection with and as a part of
· tl1e proceedings upon this, your complainant's cross bill, and
thnt such other, further and general relief may be granted
your complainant as the nature of its case may entitle it
to nnd as to equity shall seem meet.
And your complainant will ever pray, etc.
GRANITE HALL FA.R.MS CORPORATION1
By J. R. P·ASCHALL, President.
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