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)e  Kellenberger and wife,
Jeannette Kellenbe:

The defendant, answering the camplaint of the plaintiffs
f1led herein, says:
1.

That the first paragraph of e complaint is admitted.

2,
hat the secerd paragraph of the complai:
except that it is denied that the plaintiff, C,
has paid all of said installments therein referred to,

except the last three (3) therecf.

The third paragraph of the oomplaint is denied, the true
facts in respect to fhe matters therein mentioned being herein-

after fully set forth.

4.
That the fourth paragraph of the complaint 1 ed.
¥ilepy tnat 1t is denied that the defendant ever received any

salary as President of the Standard Table Co., other than far the

year 1923, and it is further denied that the defendant performed

practicel 1y no duties as President of said Standard Table Co.,
and it is exmressly denied that the salary paid him as President
was claimed as compensation for the endorsement or guarantes of
pramissory notes and trade paper of said Standard Table Co,, it
being alleged in this connection that the salary paid or promised

% be paid to this defendant was for performim the ominarv afbies







ale
of President of the Corporation, including the duties of sigaing
reports, attending meetings and otherwise giving time and atten-
tion to the affairs of said eowpoxation, although it is admitted
that the general management of said corporation and the production
and sale of the products of said corporation were in the hands o

the plaintiff, C. D. Kellenberger.

5.

That the £4fth paragraph of the complaint is untrue and
denied, except as herein stated, the true facts being, in respect
to the matters therein mentioned, as follows:

That prior to the year 1924 the Standard Table Co., under
the management and control of the plaint iff, C. D. Kellenberger,
began exclusively engaged in the manufacture and sale of tables;
that thereafter, to wit, during the year 1924 and the early month
of 1925, the said.plaintiff; C. D. Kellenberger, conceived and

attempted %o put into effeot the plan of manufacturing and selling

as product of the Stadderd Tadle Co. dining room suits, which was

a decided and distinet departure from the previous operations of
said corporation; that in attempting to carry out this radieal
change in the policy and produet of the Standard Table Co., the
said C. D. Kellenberger worked up &1 inventory cnsisting of about
ONE HUNDRED THOUSAND DOLLARS ($100,000) of raw material into
either parts for dining room suits or inte dining room suits,
which were badly made, defeciive.-and unsaleable, with the result
that when this product was shipped %o the trade, all or practied 1y
all of said outpud, on avcount of its defective and unsatisfactory
condition, was returned and thrown back on the Staniard Table Co.
with the result that during the first three (3) months of the year
1925 alon‘{‘tm books of the Standard Table Co., even insofar as
the same were kept &t all by the said Cs D. Kellenberger (which

said books were at all times incomplete smet unsatisfaetory),
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showed a net operating loss of FIFTY THOUSAND 1D LIARS ($50,000)
for said period of three (3) months during said year 1925, without
reference and in addition to great losses suffered by said
sorporation during the year 1924 due td the mig-management and poor
business methods of the said C. D, Kellenberger along the same
lines pursued by him during the yoar =0, and that said net loss
was in addition to the loss accruing to the Company from the faot
that the saia ¢, D, Kellenberger worked up in a defective mamer
for use inthe manufacture of @ning room suits a large part of
the inventory of said company without finally assembling the same ;
that during tie years 1924 and 1925 and in fact since the year
1920 the plaintiff, C. D, Kellenberger, had an arrangement with
the Finance and Guaranty Co. of Baltimore, Tarylends by WO i 4
Said C. D, Kellenberger sold cortain oustomers' accounty and not es
ind--eustomers' coverin accounts -¢0 said Finance & uaranty Co. at
a discount or interest rate of about twenty-five per cent (25%)
per amum % be paid aml whioh was paid out of the assets of the
Standard Table Co., which arrangement was kept seoret by the said
C. D Kellenberger from the defendant, &, P. Wharton,"2nd that the
exhorbitant discount or interest *ete per amnum paid by said C., D,
Kellenberger #6" tTe rinance & Guaranty Co, of Bal timore wes a
terrific drain during said years upon tle assets of the said
Standard Table Coe; that st sde time of the receivership herein
mentioned the.eafq C. D. Kellenberger had flooded his market with
defective dining room suits which were thereafter returned ami
had discounted the accounts of said customers to tl» Finance &
Guaranty Co. with the endorsement and guarantee of the Standard
Tabtle Co., so that a4t saiq tdme the Finance & Guaranty Co, held
accounts transferred to it by the Stamlard Table Co. under said
arrangement, ami at the time of the receivership in this action

the Standard Table Co., was totally and hopelessly insolvent by

reason of the gross mi S-management thereof by the said C. D.
|







(e llenberger;
apprised and became aware

standard Table

suppression, c¢irculatin
the American Nx
cial statements as to the affairs of the corporation, preveanbing
this defendant from leami e insolvent condition of said
corporation prior %o March, 1925, the purpose and intent
id Kellenberger in practicing i ‘raud upor s defendan
being, among other things, t¢ lull this defendant into a sense
of seourity in oxder to induce him to continue to guarantee for
his benefit at the bank, the true and full faects in respect to
which are re fully set farth h ereinafter, and that it was in
o hopelessly insolvent condition of e Standard Table
the defendant used to further
guarantee for said Standard Table lo, at the bank, although
even after learning of the above conditions and pending tle
first oreditors meeting hereinafter mentioned this deferd ant
endorsed for the Stendard Table Co. to enable it to raise the

pay-roll for said Standard Table Co. to keep it in operation

until said creditors meeting, and that this rgzuaal on the part

of Mr. Wharton to further guarantee ooccurred, as aforesaid, in
Miroh, 1925, after the said C, ellenbe * had been forced
by circumstances %o disclose the hopelessly insolvent condition
of said carporation awl after insolvency proceedings had become
inevitable; that f‘nia defendant is infarmed am believes that
the allegations contained in the pleadings in the oivil action
referred to in Paragraph 5. of the complaint were besed upon
the statements made by the said C. ». Kellenberger, and that
after the appointment of the receiver as disclosed by his

reparts filed in said cause, he found the said #rooration to be







Thet the allegations in Paragraph 6 are denie d, except as
hereinafter admitted, the true facts in respect thereto being
that after the affairs of the Standard lable Co. had become
hopelessly invely tandard Table Co., by reason of
insolveney, was unable to cont inue operation, the said C. D.
Kellenberger, sometime during tl® month of March, 1925, came
to the defendant and stated to him that on accoumt of the dis-
astrous and unprofitable venture into the new field of meking
dining room suits the affairs of the corporat ion were somewhat
involved and that the said corporation was in pressing needs of
further funds to continue operation. At this time the defendant
expressed %o C. D. Kellenberger his willingness %o help all he
¢ould, end, in order to ascertain the condition of the affairs
of the Corporation, the defendant employed 4 Hightower,
accountant in the City of ireensboro, to go over the books 6f the
said corporation and submit a report thereon; that tl® said
Jo D. Hightower on account of the confusion and incomplete
condition of the books of the Standard Table C0., which nad been
kept by the said C. D, Kellenberger, was unable to submit an
intelligent report, and so advised this defendant; that at o
about this time an auditor of the Finame & Guaranty Co.,went
over the books ¢f the Standard Table C0., and it thereupon
developed aml appeared that the Standard Table Co. was in a
hopelessly insolvent econdition; that as hereinbefore stated
under the contraet with the Finance & Guaranty Co, of Bal timore,
the said C. D. Kellenberger sold and assigned customers' asccounts
to said Finence & Cuaranty Co. of Baltimore, paying it in excess
of twenty-five per cent (256%) interest per amum, these accounts
amounting during March, 1925, to in excess of EIGHTY-FIVE

THOUSAND DOLLARS ($85,000); that upon an audit by ‘the Finanes &

Cuaranty Co. as aforesaid of the books of the Standard Table Co,,
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it we discovered that in many instances after the sale of these
coounts to the said Finance & Guaranty Co., the plaintiff, C. D,
Ke 1lenberger, renewed these accounts by the debior iving
Stendard Table Co. & note for the account, and that the said
Kellenberger then dis 15ed these notes with the American
Bxchenge National Bank of Greemsbore, lorth Carolina, u
guarantee of this defendant, as aforesaid, aml had unlawfally
and feloneously failed and neglected to remit the proceeds
thereof %o the Finance & Cuard y of Baltinmore. That in
view of the condition of affairs of the said Standard Teble
revealed as aforesaid during March, 1925, a meebing of
ereditors of the said Standard Tsble Co. was held on or about
ipril 1, 1925, at which %ime there was & large attendance of the
ered i s inecludi this nd a representative of the
Finarce & Guaranty Co., at which meebing the plaintiff, C. .
ellenberger 88 pIre %, and hich 1 it was unanimous-
ly decided that solvency proceedings were necessary and
proper, am it was agreed, with the said C « Kellemberger
consenting, that $he affairs of the Standard Table Co. should be
placed in the hands of a receiver, aml that a oreditors bill
looking to that purpose should be instituted, XAt this meting
there was & wide range of discussion as to tle proper method of
handling the affairs of the Standard Table Co. for the best
interests of oreditors, and it was decided that nothing should
be definitely done, other tham the appointment of a receiver,
unless and until decided upon at a second ereditors meeting to

be thereafter called. At this time and continuously thereafter

until the purchase of the assets of the defem ant corporation

by this defendant and R. R. Ragan, the plaintiff, C. D. {ellen~
herger, wes repeatedly importuning this defendant to make some

arrangement in regard %o the affairs of the Stamllard Table Co.







his oriminal

uaranty

That in acocordance with

action taken at irst coreditors meeting, a creditars bill

receiver

Court

g o
ca pi tal i t Iy on

conducted by said Standard Teble Co., b it is alleged

contrary the Finance & Guaramty Co., through its

publicly accused the said C. D. Kellenberger of stealing

funds and had threatened

imprisoned therefor, and ths n iay, 1926, the said Mnamce &
rote 2 letter %0 its attorney in Greensbore, North

Carolina, stating that C. Ds Kelle tolen the funds

3 CGuaranty Co., and stated that some se

hed t0 be made, and it is alleged that it was mainly through fea

of eriminal prosecution that the said C. D. Kellenberger begam to

impurtune this defendant to purchase the claims of oreditors, in

order that the dlaim of the Finance & Cuarsnty Co, might be pur-

vy

chased and thus prevent oriminal proceedings against said C. D.

Ce
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Kellenberger; that it is expressly denied that this defendant ever
understanding , s i 2 ngement with tle plaintiffs,

or either of them, such as is set out in Paragrapl

plaint; 5 thereafter on fthe 28th day of May, 1925, a subsequent

me et ing 17 3 i £ the dar

said C, D Kel lenberger and was largely attended by ereditors,

which time the said C. D. Kellenberger was very emphatic in stating
to all creditors that his main interest was to zee itors

the most that could be had 1 the assets of the corporation,

18 defendant publiecly mede the following proposis-

tion when called upon for an expression by eoreditors, at is,
that he wouldgo in with any other creditors pro rata with th
clairn n S and buy the assets of the Jtendard Table Cos
at the 2d and that each oreditor would pay for and
own the said assets pro rats aceording teo his

ereditor did not wish to enter into said agreement,
creditors who did enter into said agreement would oifer
ereditor not entering into such agreement twenty-five
(25%) of his cleim in eash and purchase the same, if
gell ite Under this proposition the ¢laim of tls Finance &
Guaranty Co, for about SIXTY-SEVEN THOUSAND DOLLARS ($67,000)
which had been purchased by the said Wiarton fop FIFTEEEN THOUSAND
DOLLARS ($15,000) was %o be treated as to said FIFTEEN THCISAD
DOLIARS ($15,000) as a preferred claim, After considerable
discussion #iis plan was unanimously agreed upon by all tors,
the said ‘y.e]lenbege%eing present at all times during said meeting,
and the said €. D. Kellenberger favored the said plan and made no
intimetion of having any centwact arrangement or agreement wi th
the said Wharton such as is alleged in the complaint herein; that
the reafter and prior %o the said sale, all unsecwed creditars

present at said meeting other than R. Ragan decided to accept







nd consent of e plainbiff,

t0 purchs e property

the assets of the said Standard Table
this offer, paid, 16 luding tlx i congideratd on of
ONE HUNDRED, 1IRT Y-RIVE
et in
Coes entered into negotistions with the id Whart the urgent

instanee s ) 5 0f the said G llenberger relative to

the purchase of the claim of the said Finamee & Puaranty Co.,

i% being first suggest 12t t purchase id elaim
for the sum of FIFTEEN THOUSAND I ARS ($15,000) and issue
receiver’s eertificate tlr reof. Upon the receiver refusing so

%o do, the said Wharton then purchased the claim of the said







DARD LABLE wle

ceiver,

Wharton the said sum

if more favorable

$0 sell g propert ts
gaid C. Des Kellenberger in sccord

@ py of which is hereto attached

this defendant am the said R. R, Rag

stood ready, able and willing to sell to. the sa C . Kellenberger

the eseets of said Standard Table C in acoardance with tre terms

7

That Parsgraph 7. of the complain® i 3 except insofar

the same is hereinbefore admitted.

8

&

Paragraph 8. of the complaint

9.

Pearagraph of the complaint denieds
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of Sept. 29th.

Heretofore ¥ I soue suggestions to ifr. Ragan
ani myself of vague and indefinite € ich you as~
3 your let‘aer of ulre 2%11 ich time we emphabically
I knowledge of sane,
and es a con lul()“ of our & fur th you relative to
u‘e property of the St 3 aule Cos yoq definitely g
ab Luoa :m“ sueh ccfce‘lulon. If you are disposed o aga
take this sition and to aseert that anm .,ven 3 a¢ and in-
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and in that event I will not trouble you further in an v Way
looking %o o sale of this property. k\

You will recall T 0ld me_ that 1, John Rellen~
berger was going to let y have ;;1\3,000 nd that you coul ige
$80,000 on the, outside. Later when it appeared that you
not raise the money, you took up the position again
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