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January 13, 1965
10130 o'elock A M,
In Chambers
THE COURT: As stated before, the purpose of
this hearing is to hear testimony concerning the location,
nature and extent of the trust assets, constituting the
trust created by Defendant Palmer Peterson, and to hear
evidence relating to the matter of attomeys' fees to
be allowed to the plaintiff,
In commection with the trust, the evidence
at the tria; disclosed that approximately $10,000 was
tr&nsfef?éﬂf%o the trustee, and there was received in
gvidence a record book kept by Defendant Paul Halverson.
There was also documentary evidence introduced
at the trial setting forth the securities that were
transferred to the trustee by Dr. Peterson,
At a previous hearing evidence caue to

light that subseguent to my amended findings of Dececmber

&

s Dr. Peterson obtained possession of those trust assets,

and we will hear testlimony regarding that,

So that possibly as on aid in getting to the
basic facts, you might refer tc the reoind bock that
is an exhibit, and to the list of sacsurities,

I am interested in the present maritet value of

those securities.
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in which to go to the Supreme Court for a writ --

THE COURT: I continued the matter for hearing
80 that you could take whatever steps you might deem to
be appropriate to ftest my determination.

MR, DALY: I thought that was very fair of
you at the time, and I still do.

And T did not make any attempt to go to the
Supreme Court for a writ of prohibition because of
instructions from my client.

I felt that if this matter was going to the
Supreme Court it would have this question reviewed on
appeal as well, so therefore I thought I might advise
the Court the reason I didn't go to get the writ of
prohibition because I had no authority to do it.

THE COURT: I think I indicated -~ pardon me.
I am sorry, I thought you were through,

MR, DALY: I want the record to note an
exception to this hearing this momming upon the
grounds we still take the position that the Court has
disqualified himself because of the affidavit of prejudice,

Now, as I understand you are going to go
forward with the hearing?

THE COURT: Yes,

If the evidence discloses that the assets

are no longer in the trustee's possession by virtue of

G4'7 C




thelir having been obtained by Defendant Palmer Peterson,
an order, and I previously made such an
g him to return those assete to Defendant
gon, and I don't intend to stay that order,
However, with respect to the distribution of
the trust assets, whatever order I make, I will stay
for purposes of eénablin; fendant Palmer Peterson to
make a motion or to
MR, DYGERT: Well, Your Honor, we ask you
consider that based on the testimony that you do recelve
here without commiting your ' a8 far as the stay 1s
meemed now,
intend to
order him forthwith to retu thoae to the
trustee and to rest } . isposing or otherwise
transferring those assets,
MR, DALY: I want to make a further record at

this peint, The Defendant Palmer Peterson is objecting

to the jurisdiction of this Court over this trust for (1)

aCoan
w

T
L=
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e beneficiaries of this trust are not named
parties, and if it was a trust, they definitely have

intevest in the outcome of this proceeding,
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They were not named as parties, nor are their
resented, nor was any evidence offered on

alf: nor were they glven an opportunlty to
» w o

And we are objecting to the Juriasdiction of
this Court over this trust for any purpose in that regard,
THE COURT: Well, let me say offhand, Mr.

FRye:

MR, DALY: On the ground of defective parties.

NI el S— VY aid B . 2 ol "
THE COURT: I take it you are not representing
W LA o an ab thita e - ™nlvy?
ainy benel lCA...,',-_'l'.,'._. 8% Thli8 Cime, ', '.'-"1.1.'}-.
e AT S . .
Vidlg L/8ldlLe AN o
mre T TS v - . ] & de 2 -~ . £l 5 o
THE COUR NOW ,; &any v JetT.L0N to a defect

with respect te parties that should have been named

. . - & 2 4 o W e : & g . ~ P 143 ) 3 3 3
as parties defendant, it seems to me would have had ©TO
gt / i o et -y
gen ralsed long ore this, not at thils point.
AT T™ATYVY T -l o] o= ) - Renand @9 . & w— p—_— o do
MR, DALY: I think a Jurisdictional question can

MR, DALY Walt, I am not through.
Y - ) - , oy €N o 5 3wl L »
Ho. 2, we are cobjecting to the Court making

srder with reference to this trust fund in that it

ne » belonged te the plaintiff at any time, nor did she
et bute anything to any part of it,

The parties, that i1s the plaintiff in this
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Do the minutes of the clerk show
rder?
e FISCH: 1In behalf of my client, Mr. Halverson,

I will state for the record that Mr. Halverson advised

morning that he was instructed verbally by

the Honorable Judgs lrving Brand that he was not to take

any funds after a certain date from the cash assets or
in any way transfer or do anything with those funds until
further order of him.

That was on December, I think December 6, three
years ago, 1960. And he hag obeyed that, he tells me.

Now, I am only telling you what I know.

MR, DALY: I am only representing Palmer
Peterson.

MR. FISCH: I want the record to show that
because that is what I will have to prove.

MR. DALY: I only represent Palmer Peterson.

MR. FISCH: Because he shows me from the
photostatic copy of the account that from and after that
date no funds were ever dispensed from this fund, and
that the last fund taken out was January 14 and 17 of 1943
or when these funds were paid out of this 7und

-

bills for Dr. Peterson's father, at the time
|

or immediately thereafter. This was the last funds

ever dispensed, because this ordar came from Judge
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well, until the assets were taken on the 8th day of
January of this year,

THE COURT: December.

MR. FISCH: Jes. Whatever date thatwas.

But between that time, nothing has been with-
drawn, and anything that came in went into it.

MR. DALY: That is all of the record I have to
maka.

MR. DYGERT: I would like to ask something.

The Court, at the conclusion of the last hearing,
issued its order from the bench requiring the defendant
to bring these trust assets into court, and I am wondering
if he 43 going to be present, and if any cof the assats
are here?

MR. DALY: You will just have to keep wondering.

MR. DYGERT: I think counsel should respond.

THE COURT: I take it Dr. Psterson is not
present in court?

MR. DYGERT: I didn't sese him, no.

Well, Counsel, you know whether or not he 1is
going to be here. I think that is an affront to all of ua.

r

ot

T
=8

 ad

THE COURT: Is Dr. Peterson going to test
this morning?
4T

MR. DALY: Well, the only thing I can tell you

is that as far as I know, hs i3 not going to be hare.
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MR, FISCH: For the record, may I say, so
I protect myself, my client, Mr. Halverson, and his wife,
Mrs. Halverson, which I understand is a sister of Dr.
Peterson, have been unable to locate or find or contact,
and they have tried very hard, his brother-in-law, Dr.
Palmer Peterson, or her brother, Dr. Palmer Peterson,
from and since the 8th day of December, when they got
these assets from him.

I want the record to ghow that, too, becauss
I am here thoroughly to put into the record everything
we have.

And I would like also to offer, and I don't
know what the Court wants, all of the dividends and
gtocks that have been received since that time. Ve
would like to turn over or give to whoever the Court
desires or wants to have them; we have them here pregent
in Court, also.

MR. DALY: May the record further note that
Defendant Palmer Peterson, through myself =- that is, I
am making a special appearance here. And the record
should Turther ncte that thie special appearance is to
continue throughout these entire proceedings here this
morning, and we want a running exception to the
jurisdiction of this Court.

THE COURT: The razcord will so show.
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MR, RORRIS: Your Honor, I would
gtate that I checked with Inspector Arnold
office this morning to see if the bench warrant
gerved, and they tell me they were unable to locate
Peterson as of last night when they were cut trying
d hia.
THE COURT: We will procesd then.
{The following proceedings wers had
Courts)
THE COUR

Wi

think I would like to hear the

following: That is, evidence concerning what assets

waere received by the defendant Paul Halversocon at the tire
of the creation of the trust, reaffirmance c¢i what he
testified to concerning where the assets were

d what disposition was made of the cash as reflected
in the record book that he kept.

MR. DYGERT If the Court please, we would

1 Mr. Halverson, and we would,
ourt's approval, like to pernm
to efamine him in reference to

I would be very happy
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Yes. Possibly 2. I coul

All right. But 1,

Would you re
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Who did the talking

Mr. Drexler.

What did he say about it ¢

Well, I could sum i

that th
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o

were to be return

for sure?

dn't say.

7
.

You are sure of that

ible two statements. One,

-

and, two, that all assets

This, in essence,
from whatever page it be

in here that does saying something
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that the Court is wit

THS COURTS:

(Defendant Halverson's

-

L, 2, 3 and 4 received in

evidence.)

e check itself?

and who answered
and so on?
»

To begin with, lr. Drexler wanted a cashbkr's check.

Rather than the check?

Did he say,

"] want a

he say that?

and the girl that was

at
BY :""AR °

Q To

EXcuse me nt the racord to

Court has no
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& he dianoeition
over tae dlspositlon

it of attachment was
that no garnishment

served on this man or anybody else:

1

Upon the further

LT

IHE COURT: Garnishment served upon whom?
DALY: On Mr. Halverson or the bank.
the { here n
required bond
any bank, upon this witnessj
sround that no written order
wasg ever served on Paul Halverson not to dissipate

these funds;

and extent
inmaterial.

THE COURT:

going
real name of the company?
Savings and Loan.

Savings and Loan. There is a young

a check for Dr. Palmer Peterson
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THE WITNESS: From Woodard-=FElwood.

BY MR. FISCH:

Q
A
Q
A
Q
A

Then they had you sign them?
Yes.
And who took them?
Drexler.
And then did they lesave? <
Yos. Well, I might say that Mr. Drexler and I went
in the house to sign these. Dr. Peterson went over to
the school to see his sister, Mrs. Halverson. And
subsequently then I took Mr. Drexler over to the school
and he rejoined Dr, Peterson and they left.
And Mrs. Halverson, your wife, is hisg sister?
Yese.
She evidently teaches school, too?
Yes; at the elementary school.
I see. Now, did you ascertain ==
(Defendant Halverson's Exhibit 5

marked for identification.)

"After this 8th day of December, 1964, did you contact

Woodard-Elwood and talk to == who did you talk to?
Mr. Haverstock.

THE COURT: When was this?

'THE WITNESS: I think the date is on thers,
I believe. ‘

563




BY MR. FISCH:
Q T will show you this exhibit. Is this the note you
made from the conversation with Woodard-Elwood?
Yes. On December 6. .
With Mr. Haverstock?
" Yes.
And that was on December 8, 19647
Yes.,
THE COURT: This was on the same day?
THE WITNESS: No, no. This was later. This
should be January 6.,
BY MR. FISCH:
Q 19657
'65, yes.
You called and got this?
I called Mr. Haverstock.
»Cn-January 6 you telephoned Mr. Haverstock?
Yes.
January 6, 19657
Right. _
THE COURT: What did you talk to him about?
THE WITNESS: I asked him for a listing of the
stocks that were turned over to Drexler and Peterson.
MR. RORRIS: May we interject. Let the record

show Mr. Haverstock is in the courtroom.
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THE COURT: I appreciate that. I merely
want to know what you asked him for.
THE WITNESS: I agked him for the numbers
of the stocks and their value as of December é, the day

they were picked up.

BY MR. FISCH:

Q

Did he give you that over the phona?

Yes, he did.

And you copied them down?

Yes.

And this is what you copied and took down?

Yes.

And as the value that Mr. Haverstock told you those shares
were as of December 8, is that what he gave you?

The day they were removed.

Was how much money?

$27,144.62, i
And this consisted of the following stocks and the value?

Yes.

Would you read them, please?

THE COURT: Well, they will speak for themselves

Are you offering them?
MR. FISCH: Yess I offer it in evidence.
THE COURT: Same objection, Mr. Daly, will

apply to all of these.
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MR. DYGERT: No objection.
THS COURT: Received.
(Defendant Halverson's Zxhibit 5
received in evidence.)
(Defendant Halverson's Exhibits
6 and 7 marked for identification
BY MR. FISCHSI
I will you show you, lr. Halverson, Halverson's Exhibit
7, and ask you what that is -- 6, excuse me. |

Trust incoms since December 10.

This is written in your own handwriting?

1ese.

And it is true and accurate and correct?

Yage.

This is what you have recaiﬁad from and since the &th
day of December?

Ics.

Of 1964, in this trust; is that right?

That is correct.

Now, let me show you Halvereon's Exkibit 7, and I will
ask you what that is?

Do you want me to read?

No. What is that? .

They are checks and the stock certificate.

That has been raceived by you?




Yes.

As the trustes, from and since the 8th day of December,
19647 :

Yes.

And that is the entirety of it?

That is everything.

Thank you.

FR. FISCH: I offer this in evidence.

MR. DYGERT: There is no objection, Your Honor,
except that I trust we can make some arrangement to have
the checks copied, and whatever distribution the Court
orders as to the funds, they can be removed from evidénce.

THE COURT: Received.
(Defendant HaIVersoh's Exhibits

6 & 7 received in evidence.)

BY MR. FISCH:

Q

Now, Mr. Halverson, let me ask you this: When you were

in court here at one time were you told by the Court,
Judge Brand, that no more funds were to be dispensed from
the fund? '

Yes.

And about when was that?

Oh, I imagine about a year ago, or thereabouts.

Yes. And no funds were ever dispensed by you from that

fund?

06'?




None.

You took only what came in?

That is correct. \
Except when they came and told you that this was done
and you could turn it over to them for audit and make
the net worth for Dr, Peterson?

Nothing distributed until that’ time.

And nothing since?

Nothing since.

And, Mr. Halverson, have you tried to find or locate
your brother-in-law, Dr. Peterson?

Yes, we hava.

/nd have you been able to locate or find him?

No.

You have not?

No.

FISCH: All right. That is all.

DYGERT: May I inquire, Yjur Honor?
- COURT: You may.
CROSS-EXAMINATION

BY MR. DYGERT:

Q

In the morning of December 8 when Mr. Drexler and Dr.
Peterson were out there, was there any mention made
of the stock certificates at that time?

None.




23

Did you execute any authorization to Woodard-Flwood
Company or anyone else authorizing them to turn over
these certificates to Dr. Peterson and Mr. Drexler or
to anyone else? .

Noe.

Did you do anything with reference to the stock certificath:
until Mr. Drexler arrived that afternoon and had you
endorse them?

No.

Have you had any contact with Mr. Drexler since that
time?

Yes.

What was the nature of that contact?

I called him relative to a meeting that was called,

I think the 16th, which I was advised it was not

necessary.
That was a hearing before this Court?

1e8.

And did he advise you that it was not necessary for you
to be present?

Didn't think it was necessary; that ie right.

Pardon?

It would not be necessary.

I see.

Aind subsequently, on the 31lst, and offered that he act

069




2

as attorney and sent out papers for me to sign giving
him power of attornsye.
Did you sign those papers?
Yes.,
ind returned them. to him by maill?
Tes.
THE COURT: Excuse ma. Just one nmoment.

When did he send papers out to you?

© WITNESS: The date?

Approximately.

THE WITNES It would be a few days before

the holidays. was still at Stillwater, befors I
want.

THE COURT: Before the Christmas holidays?

THE WITNESS: Yes, before shortly.

THE COURT: These were papers giving him a
power of attorney?

THS WITNESS: That is correct.

THE COURT: Power of attorney to do what?

To represent ms on the 3lst, or

Mr. Daly. They were made out for one for Mr. Drexler
and one for Mr. Daly.

THEZ COQURT: To represent you as an attorney

~or to represent you personally?

THE WITNESS: Well, me, personally. Mr., Daly

70




also advised me it was not necessary to be here the 3lst. :
BY MR. DYGERT;

I take it, Mr., Halverson, that at the time these papers
were sent to you, you had already had notice ;f the
hearing on the 31st?

Yas.

And you had made inquiry of someone as to whether it was

necaessary for you to be there?

Yose.
And that was Mr. Drexler?

Yeas.

MR, DALY: Also ma.

THR WITNESS: Also Mr. Daly.

MR. You called both of them.

BY MR. DYGERTs

Q How did you happen to get ahold of Mr., Daly?
I don't know whether it was his office or his home.
I mean, why was it that you picked his name out to call?
Well, I had been told Mr. Daly was representing Peterson.
I sea. Who told you that?
Well, Mr. Drexler or Mr. Peterson,
Back on Dscember &th?

Yes. Because I questioned IMr. Drexler, whom I hadn't

met, and it was explained to me he was acting for Mr. Daly

Syst




Was that in the morning or afternoon?

Morning.

Did you have any further contact with Mr. Drexler or Mr.

Daly?

I think I talked with Mr. Daly, I think, the evening
before, it would be the 3rd of January.

That was in reference to a hearing that was coming up?
On the 4th, yes.

And what was that conversation?

I inquired of Mr. Daly, what the hearing was going to be
about.

You had then been subpoenmed for that hearing, had you
not?

-FOf the 4th? Yes, I think it was mailed. Mr. Rorris
mailed out a subpoena for me.

And what was-the substance of your conversation a2t that
time?

It was very short. Mr. Daly assured me thara was nothing
to be concerned about.

When the hearing on January 4 occurred, I believe you were
present, were you not?

Yes.

And atv that time Mr. Daly stated that he was not
repregenting you, do you recall that?

Yes.
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Do you recall when it was that he ceased to represent

you in the matter?

MR. DALY: When he recalls what?

THE COURT: Well, on January 4, Mr. Daly said
he was not representing you.

THE WITNESS: Yes, that is correct.

THE COURT: Now, prior to January 4, did you
have any contact with Mr. Daly or with Mr. Drexler
in which either advised you that this power of attorney
that you executed and any other authorization you gave
them to represent you was no longer to be racognized or
no longer effective?

THE WITNESS: Would you restate that, please?

THE COURT: 7You have indicatad that you executaed
a power of attorney to Mr. Drexler.

THE WITNESS: Yese.

THE COURT: You have also testified that
you had contact with Mr. Daly and Mr. Drexler regarding
appearance in court by you on December 15 and Decenber 31
and January 4. They advised you it was not necessary
for you to appear on the l5th and 3lst.

THE WITNESS: That is correct.

THE COURT: Or either or both advised you that.

THE WITNESSS: Right.

THE COURT: ©Now, prior to January 4, did Mr,
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Drexler advise you that he was not going to act on your
behalf?

THE WITNESS: No.

THE COURT: In connection with any power of
attorney that you gave him?

THE WITNESS: Well, this was to cover the ~-

b
that it wouldth be necesgsary for me to be here on the

31st because they would take care of it.

THE COURT: Who said that?

THE WITNESS: Mr. Drexler.

THE COURT: He said who would take care of it?

THE WITNESSS Well, Mr. Drexler and Mr. Daly.

THE COURT: Would take care of what?

THE WITNESS: My appearance,

THE COURT: On the 31st?

THE WITNESS: On the 3lst.

THE COURT:s All right.

MR. FISCH: I think your testimony was only
for the 31lst.

THE WITNESS: Yes.

MR. FISCH: That is all it covered, and that
ceagsed after the 31lst.

THE WITNESS: As far.as I am concerned, yese.

MR, FISCH: That was your understanding?

THE WITNESS: Yes.




BY MR. DYGERT:

Q

Now, did you at any time ask Mr. Drexler for these assels
to be returned to you?
Yes.
When did that occur?
I can't tell you the day.
THE COURT: Approximately.
THE WITNESS: Well --

THS COURT: Was it after the January 4th hearingf

THE WITNESS: I really can't say. It would be
in that neighborhood.

THE COURT: Where did you see lr. Drexler? .

THE WITNESS: I talked to him on the telephoned

THE COURT: What did you say and what did ne
say?

THE WITNESS: Well, I saw how things were, I
think it was after the Lth, that they be returned. This
was the definite statement.

THE COURT: Yes. What did Mr. Drexler say?

THE WITNESS: Well, he didn't know whers they

THE COURT: He said he did not know where they

THZ WITNSSS: That is right.
THE COURT: You asked him to return what?




THE WITNESS: The total trust asseats.
BY MR, DYGERTS
Q@ Have you received any information as to the whereabouts
of Dr. Feterson?
None whatsoever.
Have you made any demand of anyone else besides Mr.
Drexler in reference to the return of these assets?
I think the day we 1left the court hers on the 7th I
suggested to Mr. Daly they better bs ~- they should. be
returned, to convey it to hisg client.
MR, DYGERT: No further questions.

MR, FISCH: And to date you have not received

the assets?

2 WITNESS: That is correct.
FISCH: And you have kept these that have
come to you by mail?
THE WITNESS: By mail, yes.
THE COURT: That you turned into the court?
THE WITNESS: Yes.
MR. FISCH: That is all that is in your possessif
WITNESS: That is all that I have.
MR. DALY: Let the record show that I am
continuing a special appearance and I want to ask this
witness a few questions.

BY MR. DalY:
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Now, Mr. Halverson, you are a party to this lawsuilt?

THE COURT: Do I understand you are appearing
specially, but you are nevertheless inquiring of this
witness.

MR. DALY: Yes.

MR, FISCH: I dontt know how you can do that.

THE COURT: Let the record speak for itself
in that regard.

MR. DALY: It is satisfactory with me, Your
Honor.

BY MR. DALY:
Q Mr. Halverson, you are a party to this lawsuit?

MR, FISCH: ObJject to that. He is not a
party to this lawsuit. He is just a witness and the
trustes, but not a party to this.

THE COURT: He is & named defendant in the
case.

BY MR. DALY:
You are a named defendant in this case?
Yes.
Now, you are not now married to Faye Peterson, are you?
No.
And you never have been?
No.

And you haven't had no contractual relation with her of

A
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any kind? Mﬁ ﬁ* f

No.

She is a completely free and independent person from you?
Tese.

Now, in this proceeding have you aver been served with
a garnishment?

No.

You do know what a garnishment looks like?

No, I have never seen one.

Well, you have never been gerved with a paper marked
"Garnishment," is that right?

Right.

And during this proceeding have you ever been servad

with a paper marked "Injunction®?

No.

Or have you ever been served with a bond, together with
a paper marked "Injunction"?

No.

Have you during this proceeding ever bsen served with

a paper marked "Writ of Attachment"?

No.

Or a bond together with a writ of attachment?

And, as I understand it, when you turned these funds

back to Dr. Palmer Peterson, you never had been serve

\/ {3 .
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with any written-order of any kind; is that right?
That is right.

Now, you indicated you had some conversations with me
with reference to these matters from time to tima?
Yese.

You at no time have ever rotained me to represent you

for any purpose?

No, not other than what was incidental to what was going
one

You called me over the phone for advice with reference
to your statusg as a witness on an occasion; is that
right?

Yes.

Now, with reference to any conversation we may have had
with reference to any appearance which you were to make;
you asked me if it was necesgsary for you to appear; is
that right?

That is right.

And I inquired of you if you had been served with a
subpoena; is that right?

Yes.

And I inquired further with you if you had been served
with a court order of any kind; is that right?

Yes.

And based upon that information, I told you thgi_xgg_gggg
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not required to appear; isn't that correct?

Yese.

And that you need not appear at any of these hearings;

is that right?

Yes.

And I believe you indicated you had a conversation with
me before the hearing on the 4th of January.

Yes.

And you related to me at that time you had been served
with an order to appear?

Yes.

And;, as a matter of fact, I advised you to appear and
tell the truth, did I not?

Yes.

And you have never retained Mr. Drexler as such for any
purpose?

No.

And you mentioned a power of attorney.

Yes.

Do you have copies of these powers of attorney?

I do not.

And you never sent any power of attorney to me?

Mr. Drexler sent it out with your name on it. So I
signed one for him and one for you.

But in any event, you nsver sent any power of attorney to
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me.
Not to you directly, no, to lMr. Drexler.

Nor have you and I ever had any conversation with
reference to any power of attorney?

That is right.

MR, DALY: I believe that is all.

MR. FISCH: Mr. Halverson, let me ask you
this question: There was some reason why you called
about the appearance on the 3lst. Was there some
illness in the family?

THE WITNESS: My mother was ill and I felt
that I wanted to remain in Wisconsin until she was
somewhat better.

VR. FISCH: And you were there and spent your
time with your mother?

THE WITNESS: Yes.

MR. FISCH: All right. Anything further,

THE COURT: I have nothing further.
You may step down, Mr. Halverson.

(Witness excused.)

f

oW % T ORI pbn

MR. DYGERT: I think we better call Mr.
Draxler.

MR. DALY: Are you calling Mr. Drexler or
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(Transcript of testimony of James E. Haverstock

given January 13, 1965 == Peterson v. Peterson:)
* % ¥

MR. DYGERT: If the Court please, I think we
would like to call Mr. Haverstock of Woodard=-Elwood at
this time,

JAMES E, HAVERSTOCK

being first duly sworn, was examined and testified as
follows:

DIRECT EXAMINATION

BY MR. DYGERT:

<

Mr. Haverstock, you have previously testified in this
matter, have you not?

Yes, I have.

And are you still a representative of Woodard-Elwood
Company?

Yes, 1 am,

And have you, during all the time that this case has
been going on, been in charge of this particular account
that contained securities under the name of Paul L.
Halverson, as trustee?

Our Company has, yes.

And has it been your responsibility within the Company

to handle that particular account?

=
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Yes.

When you last testified, Mr. Haverstock, there was some
question as to whether the account name had been transferré¢d
from Palmer Peterson to Paul Halverson as trustee. Do
you recall whether that was accomplished by that time
that you testified or some time after that?

I presume that it was, yes.

Do you have some of the records of Woodard-Elwood in
your possession?

Yes, I do.

What do they show as to how this account was carried in
your records?

Well, according to our records it is Mr. Paul L.
Halverson, trustee, from the account of Dr. Palmer A.
Peterson.

From the account?

Well, previously the account.

Do your records show when the title of that account was
changed?

No.

THE COURT: As of what date did it bear that

title, did the account bear that caption?
THE WITNESS: April 20, 1964.
BY MR. DYGERT:

Q And at all times since that time?




Yes.

Since April 20, 1964, has there been any activity in that
account?

None.

I take it that you may have received some stock dividends
in that period oftime?

Yes.

No withdrawals or other changes?

No withdrawals or other changes.

Showing you a document which has been marked Halverson's

Exhibit 5, does that correctly state the list of the

securities that were in that account as of December 8, 19641

I find one error.

What is that?

They show there are 222 shares of One William Street Fund,
and our records show there are 221 shares of One William
Street Fund. There is one share difference. It might
have been a stock dividend.

You also have a list of the securities?

Yes.

May I see it please? 1Is this list the receipt that you
obtained on December 8 when these certificates were turned
over to someone?

Yes.,

(Plaintiff's Exhibit A-Hearing
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marked for identification.)
Showing you what has been marked as Plaintiff's Exhibit
A-Hearing, will you identify what that is for the record?
Yes. This is a signed receipt,
By whom is it signed?
Dr. Palmer A. Peterson.
Was that signed in your presence?
Yes.
I observe that a line has been marked through it. What
is the significance of that?
I don't know.
Was that line on there when it was signed?
I don't know. I think it is just a line saying file, for
our file girl, but I am not absolutely sure.
What is the significance of file over here with the red
underlining?
That is just to have this receipt filed in the account
we carry in the office.

MR. DYGERT: We offer in evidence Plaintiff's
Exhibit A-Hearing.

MR. DALY: Does this show the records with
reference to your dealings with the funds belonging to
Palmer A, Peterson?

THE WITNESS: Yes.

MR. DALY: I just want to note my continuing
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objection to all of this activity.
THE COURT: Received.
(Plaintiff's Exhibit A-Hearing

received in evidence.)

BY MR. DYGERT:

Q

Now, between the time of April, 1964, and December 8,

1964, did you have contact with any person or persons

in reference to this account?

No.

You had no contact with Dr. Peterson during that period
of time?

No. None other than he came in the office on December 8,
1964.

All right. Did you have any contact during that period
of time with Mr. Halverson?

To my knowledge, no.

Now, will you inform the Court what happened on December
8, 19647

On December 8, Dr. Peterson came into our office just as
I was going to lunch.

Was he alone?

No. He was with William E. Drexler, an attorney.

And is this the Mr. Drexler who is sitting here in the
courtroom?

Yes.




Proceed.
And they said that --

THE COURT: Who said?

THE WITNESS: Dr. Peterson said that they had
received a court order to dissolve the trust, to make
it part of his assets, and that a lump sum settlement
would be made in his divorce proceedings, and I said -=-

well, turning to his attorney, I said, "Well, is this

correct?™ And he said, "Yes, this is correct,."

BY MR. DYGERT:

Q
A

«

That is Mr. Drexler?

Yes.

He was identified as Dr. Peterson's attorney ia that
circumstance?

That is right. And I asked Mr. Drexler if I was to turn
the certificates over to Dr. Peterson as he Fequested,
and Mr. Drexler said, "This is correct,™ that I should,
and that they had planned to take these certificates out,
and with this court order get Paul L. Halverson's signature
on these certificates.

At that time were you shown any court order in reference
to this matter?

No, I wasn't.

Any other document in reference to this matter?

No.




Any authorization from Mr. Halverson to turn these
certificates over to Dr. Peterson or his attorney?

I beg your pardon?

Did you have any authorization from Mr. Halverson to turn
these certificates over to Dr. Peterson or his attorney?
No.

Proceed with what occurred then.

Then they said that they planned to, because they had the
authority, go out and have these certificates signed

by Paul L. Halverson and make the assets part of his,

his assets, Dr. Poterson' s assets. So I turned the

certificates over to them.
And obtained that receipt?
And obtained this receipt that you see here. And I
was of the opinion that they were going right directly
out to Stillwater to have these certificates signed.
MR. DALY: That is objected to as immaterial,
and move it be stricken.
THE COURT: Stricken.
BY MR. DYGERT:
Q Now, did you have something to do with these certificatef
at a later date?
No, none other than give a list of the value of them.,
You have now prepared a list of the value at my

request; is that correct?




Yas.
Did you know or do you know whether the certificates,
after endorsement by Mr. Halverson, were returned to
Woodard=-Elwood Company for transfer?
I would have known, and they were not.
Have you any information as to the location or what has
happened to these certificates since they left your
office on December 8, 19647

MR. DALY: Objected to ==

THE WITNESS: I do not.

MR. DALY: Objected to as obviously hearsay.

THE COURT: Objection overruled, He is being
asked 1f he knows where they are.

THE WITNESS: I do not know where they are or

where they went.

BY MR. DYGERT:

Q You have no information?

A I have no information on that.

Q Now, when you were in the courtroom here during the trial
of this matter, Mr. Haverstock, I believe you heard
testimony of several witnesses, did you not?

No. I testified and I left, as I remember.
You were aware, of course, of the nature of the trust
that is involved in this matter; is that true?

Yes.




Have you seen a copy of the trust instrument?

I have never read a copy.

THE COURT: Excuse me. May I just make one
inquiry.

We=e these securities which Woodard-Elwood
had in its possession?

THE WITNESS: Yes.

THE COURT: Securities that had been issued
by the respective corporations?

THE WITNESS: Yéa, by their transfer agents.

THE COURT: And in what name were they issued?

THE WITNESS: They were issued in the name
of Paul L. Halverson, as trustee.

THE COURT: That is what the legend was as

owner of the certificates?

THE WITNESS: That is correct. $So in order
to transfer them they would have to have his signature
and a trust instrument to get them transferred.

THE COURT: Has your office advised the
corporations involved of litigation with respect to these
securities?

THE WITNESS: No, sir.

THE COURT: So you have no knowledge whether or
not the respective corporations have re-issued stock

certificates. You have no knowledge with respect to that?
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THE WITNESS: I have no knowledge, but I can
find it out in a hurry. And if we could have caught
this about a week after he had picked this up we could
have stopped transfer, written and stopped transfer.

We can, of course, trace down if the securities
have been transferred, through what brokerage house,
and whether or not checks have been issued to the person
who brought the securities in for transfer.

BY MR. DYGERT:
Q Will you be willing to do that?

MR. DALY: Whose agent were you in this matter?

THE WITNESS: I was agent for both Paul L.
Halverson, as agent for the trust, and =--

MR. DALY: You had taken your orders from them;
is that right?

THE WITNESS: From -=-

MR. DALY: From Halverson and Peterson, did you?

COURT: Do you have an objection? State

MR. DALY: I move the Court to grant me
permission to ask a gquestion for the purpose of an
objection,

THE COURT: An objection as to what?

MR. DALY: As to any testimony this witness may

give with reference to what happened to the stocks.

6&1 '-‘i{!
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THE COURT: Well, there is no pending question

now. The Court merely made some inquiry.

What this witness will do or what Woodard-Elwood

will do in the future is not before the Court.

BY MR. DYGERT:

Q

Bp—

Now, will you furnish me with whatever valuations fau

prepared on these certificates?

Well, this is one as of today’

And this is a handwritten document in your handwriting?
Yes.

Showing the valuation of these certificates as of today?

Yes.
(Plaintiff's Exhibit B-Hearing

marked for identification.)
And you compute a total amount of $27, 583.93%7
That is correct.

And what has been marked as Plaintiff's Exhibit B-Hearing
is your computation of the details of that?

Yes.
MR. DYGERT: We offer in evidence Plaintiff's
Exhibit B-Hearing.
THE COURT: Received.
(Plaintiff's Exhibit B-Hearing
received in evidence.)

THE COURT: This is the market value as of
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CROSS~-EXAMINATION }
BY MR. DALY: oy gaige SPRETS S g A e S
Q You are connected with Woodard-Elwood Company; is that A
right?
A That is right.
Q How long have you been connected with these people?
A Approximately 13 years.
Q And in what capacity do you work for them?
A I am a registered representative and a vice-president
and director of our company.
Q And Palmer Peterson and Paul Halverson retained you folks
to act as stock brokers for themjis that right?
A Yes.

January 15, 19657
THE WITNESS: That is correct.
MR. DYGERT: No further questions.

THE COURT: Excuse me. In connection with what?

MR. DALY: In connection with the stocks listed
on Exhibit A.

THE COURT: As of what time, Counsel? Do
you mean the time of the creation of the trust or
before?

MR. DALY: I wouldn't know, Your Honor, but I
wWas --

THE COURT: I am interested in ascertaining as




13
of what time. If your question goes to whether or not
Palmer Peterson retained Woodard-Elwood as a broker for

his stock transactions insofar as they involved trans-

actions other than the trust assets, this would be

immaterial.,

MR. DALY: Right.

THE WITNESS: We haven't had any transactions
for a number of years so we served only as a safe-keeping
function for the agent Paul L. Halverson,as agent for

Paul L. Halverson.

BY MR. DALY:

<

I am only asking with reference to these stocks listed
on this sheet I am holding ‘in my hand.
Yes. We have performed a safe-keeping function.

e

At all times material you have acted as agent for Paul

Halverson; is that right?

Yes, that is correct.

And you haven't acted as agent for Faye Peterson for
any purpose?

That is right.

Or her attorneys?

That is correct.

And you recognize you owe your allegiance to Paul
Halverson, as his agent; is that right?

That is right.
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And you have never been served with any court orders of

any kind with reference to this matter?
A Court orders?
Q Court orders.
A Court orders, you mean =-=- no. Such as a subpoena I
received, yes.
Q Other than a subpoena?
A No.

Other than you have testified during the course of this

11 Yes.

1 How many times?

13 Once.

14 When was that?

16 I can't remember. It's been two years ago. Is that

s right?

1% What is your best recollection?

18 MR. DYGERT: That is immaterial. The Court

19 record will show.

20 THE WITNESS: A couple years. I would say a

A% couple years ago.

221 BY MR. DALY:

23 Q And have you ever been served with any garnishment with

4 reference to these stocks?

a5 A No.

trial previously.

|




Have you ever been served with any injunction with a
bond with reference to this stock?

No, sir.

Have you ever been served with any writ of attachment
with reference to these?

No, sir.

So far as being under the order and directions of any
court, you have been left or remained completely free of
any restraint?

That is right.

And you still are free of any restraint?

That is right,

To and including this minute?

I would say so.

And you saw no copy of any court order or anything when
you turned these over to Paul Halverson, these stocks, or
Palmer Peterson?

No, sir.

And these various corporations listed on this sheet, their
addresses are readily attainable in your office, are they
not?

Yes, sir.

This is in there. And many of them have agents in
Minnesota here? Well, First Bank Stock ==

First Bank has. That is the only one to my knowledge.
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To your knowledge there was never any writ of attachment,

injunction or garnishment served on any one of these

corporétions, isn't that right?

On any one of those corporations?
On any one of them with reference to this matter, this
particular stock in this particular trust?

THE COURT: You are being asked merely as of
your own knowledge.

THE WITNESS: To my knowledge, no.

THE COURT: You have no knowledge concerning

THE WITNESS: No.

BY MR. DALY:

Q

Then their addresses are readily attainable from your
office; is that right?
That is correct.

MR. DYGERT: That is objected to as immaterial.

MR. DALY: It is not so immaterial.

That is all.

THE COURT: Mr. Haverstock, at the time that
Mr, Drexler and Dr. Peterson came to see you on December
8, and had conversations with you ==

THE WITNESS: Yes.

THE COURT: Did they advise you they were

acting on behalf of Paul Halverson?
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THE WITNESS: No. They advised me they were
acting on a court order that had given them authority to
pick up the securities.

THE COURT: They said they had authority by
virtue of a court order?

THE WITNESS: Yes.

THE COURT: Did they advise you that Paul
Halverson had authorized them to obtain possession of the
securities on his behalf?

THE WITNESS: No.

THE COURT: That is all the Court has. Thank
you, Mr, Haverstock.

THE WITNESS: Do I get that receipt back? That
will be necessary for our records eventually.

MR. DYGERT: We will provide you with a copy.

BY MR. DALY:

Q

The subgtance of their conversation to you, that is Mr.
Drexler's and Dr. Petersonis conversation, was that the
court had dissolved the trust; isn't that right?

THE COURT: You state what they said teiyou
rather than have Mr. Daly state the substance of what
they said to you. Mr., Daly was not present, was he?

THE WITNESS: No.

THE COURT: You state what they said to you.

THE WITNESS: They said that they had received
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authorization from the court to pick up these
securities and that they planned to take these securities
to Paul L. Halverson to get his signature to put them
as part of Dr. Petersonis assets.
BY MR. DALY:
Q That the trust had been broken?
A That the trust had been declared part of Peterson's assets.
MR. DALY: That is all.
CROSS-EXAMINATION

BY MR. FISCH:
Q Mr. Woodard, you believed that, did you not?

Yes.

A
Q@ And for that reason, turned them over to them?
A

Why, sure. With an attorney present, I presumed -- he
gave me his card, and he is an attorney-at-law, so I
assumed he is honest.

That is why you turned it over?

That is correct. And I would again, I think, if an
attorney showed up.

THE COURT: You would again?

THE WITNESS: I think I would under the same
circumstances.

THE COURT: All right.

MR. DYGERT: Thank you, Mr. Haverstock.

(Witness excused.)
% % %
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you not?

MR. DYGERT: I am calling Mr. Drexler.

If the Court pleass, I take it that the record
now shéws the fact that Mr. Drexler may have an adverse
interest in here and I may be permitted a certain
latitude in cross-examination.

THE COURT: Well, you may examine. I will
rule as we go along. 2

WILLIAM E. DREXLEF , l// 3/65
being first duly sworn, was examined and testified as
follows:

CROSS-EXAMINATICN
BY MR. DYGERT:
Your name is William %, Drexler?
That is correct.
You are an attorney admitted to practice in the State
of Minnesota?
That is correct.
Where do you practice?
St. Paul, Minnesota.
What address?
372 St. Peter Street.
Are you a member of any organization with other
attorneys at that address?

I associate with other attorneys, yes.




Who are they?

John J. Flanagan, John K. Scanlan, Aurelio P. Nerdi and
William J. McGraw.

Where do you reside?

1907 Jefferson, St. Paul, Minnesota.

Are you now or have you in the past represented Defendant |’
Palmer A. Peterson?

Yes.

Do you now represent him?

Yes.

And when did your representation of Dr. Peterson start?

I would have to --

MR. DALY: I am going to object to this
upon the ground it is privileged.

I want to make a record here at this point if
I may, Your Honor.

THE COURT: You may.

MR, DALY: Let the record show that M.S.A.
595.02 provides, in Subdivision 2, that an attorney
cannot, without consent of his client, be examinsad
as to any communication made by the client to him or
his advice given thereto in the course of professional
duty, nor can any employee of such attorney be examined
as to such communication or advice without the client's

consent; and upon the ground that even the time in which
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Dr. Peterson contacted William Drexler for professional
advice in the capacity of an attorney is privileged. It
involves coumunication.

and upon the further ground that the witness,
if it were not for the attorney-client relationship,
would not even be here.

THE COURT: Well, with respect to the attorney-
client privilegs, the fact of the attorney=-cl lent
relationship does not go to conversations or
Communications between the attorney and the clisnt
until there is a relationship, and when it commenced
does not violate the privilege statute.

VR. DALY: Ve take the position that it doss.

THE COURT: I know the position you are taking.
But I am not agreeing with you. So I anm directing this
witness o answer when he became attorney for Palmer
Feterson.

YMR. DalI: Well, now, there is a --

THZ COURT: Obviously, communications he had
between Dr. Peterson and himself before he became
attorney would not be privileged, would they?

MR. DALY: Before he ==

THZ COURT: Belore he became his attorney, would

YRe DaLY: No, they would not.
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THE COURT: How do you determine whether or
not communications between Lr. Drexler and Dr. Peterson
ara privileged?

Tou determine it only when you know when the
attorney relationship came into being.

So I am directing you, Mr. Drexler, to
answer when you became his attorney.

THZ WITNESS: I became his attorney when he
received a speeding ticket in the Village of Edina, .
which I would guess would be approximately four or five
months &ago.

THE COURT: All right.

BY MR. DYGERT:
Q@ You represented him in connection with that speeding
ticket?

YES °

Did you represent him at that time in reference to any

other matters?
lo.
Has that matter concluded with.the hearing on the speeding
ticket?
THE COURT: Was the attorney-client ralationship
concluded? |
THE WITNESS: No.
BY MR. DYGERT:
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Did it continue thereafter for some other purpose?
For the same purpose.
That matter is still pending?
Correct.
All right. Now, have you represented Dr. Peterson
in connection with any other matters other than the
matter of the speeding ticket?

MR. DALY: Objected to as being immaterial
and privileged.

THE COURT: Sustained.

BY MR. DYGERT:

Q

Are you attorney for Dr. Peterson in connection with
the defense of this particular lawsuit that 1s now
before the Court?

MR. DALY:; That is objected to as being

immaterial and privileged.

THE COURT: Well, the question is, are you

here in court at the present time as the attornsy for
Dr. Peterson in connection with this hearing? I think
that is what he is inquiring about. Or is Mr. Daly
representing Or. Peterson?

MR. DALY: I don’t think there is any
question I am representing him in connection with this
hearing.

DYGERT: Lets let the witness testify.
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THE WITNESS: Would you ask it again, please?
I don't understand.

THE COURT: Are you representing Dr. Peterson
in connection with the hearing?

THE WITNESS: No.

BY MR. DYGERT:

Q Are you representing Dr. Petaerson in connection with
the defense of this case in other aspects, other than
this hearing?

MR, DALY: Objected to upon the ground it is
privileged.

THE COURTs Sustained.

That is immaterial, also, because we are
dealing with this particular hearing.

I think we can save time, Mr. Dygert, if
the question goes not to his conversations with Dr.
Peterson subsequent to my order of Decsmber L, but what
he did with respect to the trust assets and what he
did with respect to Mr. Halverson, what he said to him
and so forth.

BY MR. DYGERT:

Q Mr. Drexler, you have besen here in this court during
the testimony of Mr. Halverson and Mr. Haverstock?

That is correct.

Q And you heard some testimony in reference to your

o8'?




activities on December 8, 1964?

That is correct.

Now, I wish to do you the courtesy of permitting you to
tell the Court, in a narrative form, what occurred that
day.

MR. DALY: I am going to object to any
narration here. Iﬁhink we should procesd in the proper
manner.

THE COURT: I think before we get into this
phase, wa will recess.

We will recess until 2:00 o'clock this
afternoon.

(Whereupon the Court recessed at 11l:55 o'clock
A.M. until 2:00 o'clock P.M. the same day.)

AFTERNOON SESSION
2:00 o'clock PM

TEKE COURT: Ir. Daly, and Mr. Fisch, Mr.
Dygert has informed me he has had scheduled a prubate
court matter for sometime before this hearing for 3:00
o'clock this afternocon, in which he can't continue it.
So it would be neceésary for us to recess if we haven't
completed everything by then at 3:00 o'clock.

MR. DALY: I am sure we will have completed it.
I don?t have any desire to drag it out any frurther than

it has been.
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THE COURT: All right.
WILLIAM E. DREXLER
haying been previously duly sworn, resumed the stand
and testified further as follows:
CROSS-EXAMINATION (Continued)
BY MR. DYGERT:
Q What occurred on December 8th?
MR. DALY: I am going to object tc that as
being too indefinite and vague.
MR. DYGERT: I thought as a courtesy to counsel
I would ask him a general question, Your Honor, buﬁ
if the objection is made, we will proceed,

BY MR. DYGERT:

Q Mr. Drexler, were you present in the courtroom when

Mr. Halverson testified?

Today?

Yes.

Yas, I was.

And you were also present when Mr. Haverstock testified?
Yes.

Did you go out to the home of Mr. Halverson at
approximately 10:00 or 11:00 o'clock in the morning of
December 8, 19647

No.

You did not?
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No.

Did you see Mr. Halverson that morning?

No.

You did not see him that morning?

Not that morning.

Did you see him on some morning about that time?
No.

Did you see him on that day?

Yes.

And when was that?

Afternoon.

About what time?

12:15, 12:30.

That was the first time you had seen him that day?
Yes.

Did you have Dr. Peterson with you?
Pardon me?

Did you have Dr. Psterson with you?
Yes.

Was there anyone else with you?
No.

Where did this meeting occur?

At the high school.

And did you have with you a copy of the Court's Findings

~
of Fact, Conclusions of Law and Order for Judgment




dated December 7, 19647

No.

Dated December 4, 19647

No.

Did you have any document with you?

My briefcase.

Did you have a document that was related to this case
with you?

A list of the stocks.

Did you have the Court's Amended Findings of Fact,
Conclusgions of Law and Order for Judgment?

I didn't, no.

Did Dr. feterson have it?

I don't believe so0.

Did you have a conversation with Mr. Halverson?

Yes, I did.

Will you state what was said and by whom?

Well, when we first got there we met outside and Mr. --
oh, pardon me. You want at the school?

I want the first meeting.

All right. We met at the school at about 12:15, 12:30,
and talked to Mr. Halverson at that tims. He invited
us into his office and at that time Dr. Peterson said
that the trust had been broken, dissolved, and that he

wag out there to pick up the Savings book at the
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Savings and Loan Association. And at that point Mr.
Halverson said, "Well, let's get it. I have got it at
home. Let's go down to the bank."™ Which we did.

Q;d Dr. Peterson, in your presence, show Mr. Halverson
any document?

No.

And had you at that time seen the Amended Findings of

Fact, Conclusions of Law and Order for Judgment dated

ﬂ;cember L, 1964% |
ES, I hadn't, And 1 donit believe that Dr. Peterson
;;g*;;;;;;"because I don;t think he received a copy of
that until a date later.

Well, now, if I inform you that the file reflects that
he was served with a notice of filing of this

particular order on December 7, 1964, your memory might
be corrected on that?

I looked in the file and I couldn't find it over the
lunch hour, and I don:t believe that at that time he had

it. This is my own opinion, but I could be wrong.

Is it your testimony that the fact this order had been

issued was completely unknown to you at that point?

Absolutely.
You didn't know that any Amended Findings of Fact,
Conclusions of Law and Order for Judgment had besen issued?

A I had never seen one. I had been told by Dr. Peterson.

% 4
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Q And whare did ne get that information?

MR. DALY: Objected to as privileged.

THE COURT:  Sustained.

MR. DYGERT: I will withdraw the question.
BY MR. DYGERT:

Q He knew that this order had been issued, obviously?

MR, DALY: Objected to as privileged information.

THE COURT3 Sustained.
MR. DYGERT$ All right.
THE COURT: Sustained on other grounds.
MR. DYGERT: I believe it is argumentative, to00,
Your Honor.
BY MR. DYGERT:
Q Mr. Drexler, Defendant Halverson's Exhibit No. Ty
introduced this morning, is a notice of filing
Findings of Fact, Conclusions of Law and Order f{or
Judgment and Notice of Hearing, which attaches a copy
of the referred to Amended Findings of Fact, Conclusions
of Law and Order for Judgment. Have you seen a docuzent
similar to that?

(
I saw one this noon here in court. And I don't believe

P —

I have ever seen thisg prior to this day, though.

And is it your testimony, Mr. Drexler, that prior to
today you never seen a copy of the Amended Findings of

Fact, Conclusilons of Luw and Order for Judgment attached
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to that notice?

I will correct myself. I believe I did see a copy of
this in Mr. Daly's office, but I wouldn't know when that
wWas.

Cn or prior to December 82

No. That was quite & bit after Dscember 8. In fact,

possibly %hygek ago.

Did you make tﬂg_étatament to Mr. Halverson that the
trust had been dissolved?

Did I?

Or words to that effect?

Did I?

Yes.

No, I didn't.

Did you make any statement in words or substance to the

effect that he should turn over the bank book to Dr.
Paterson?

I will tell you what I did say: I asked if he had been
served with a garnishment regarding these funds. I asked
if he had been served with attachment or I asked if he
had been served with a court order; and he told me, no.
ind then I said, is there any reason you know of you
can't turn these funds over to Dr. Peterson. And he
said, no, and that he wanted to get out of handling the

trust from here on in becsuse it was a big problem to him.
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And if his testimony was to the effect that he relied
on your advice as an attorney --

MR. DALY: I am going to object to that as
asking this witness to compare the testimony of another
witness. -

MR, DYGERT: Let me finish my question.

BY MR. DYGERT:

Q Any testimony he may have given to the effect that he
relied upon your statement is completely erronsous.
then, is that your statement to us?

MR. DALY: Objected to upon the ground it is
argumentative, calling for -~

THE COURT$ Sustained.

Rephrase your question.

BY MR. DYGERT:

Did you advise him to turn over the assets to Dr. Peterson

After asking him these questions, I said that he should

turn them over to Dr. Peterson. I asked if they were
his stocks, Dr. Peterson, and he said, yes, he had
purchased them with Dr. Peterson's money. And I said,
well, then, he wants them and you should turn them over
to him.

I take it your testimony is that you héﬂﬂgggfggggﬂzhe

Court's order whatsoever?

Absolutely not.
MODSRVRIg =0
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And you were relying strictly on your client's statement

to the effect that the trust had been dissolved; is that

corract?

That is correct.
When was that statement made to”you?
Approximately 10:00 ofclock that morning,
Where?

MR, DALY: That is objected to as being
immaterial.

THE COURT: Sustained.

BY MR. DYGERT:

Q

Now, did you thereafter go to the office of Woodard- *
Elwood?
Tes.
And what time did that occur?

THE COURT: Excuse me. May I interrupt.

There was testimony Dby Mr. Halverson that
the Savings and Loan Association, in which the trust
monies were deposited, issued a check, Did you advise
the Savings and Loan Association in whose name that
check should be placed or should be issued?

THE WITNESS: Maybe I should tell the Court
what happened regarding this matter. The three of us
went down to the Savings and Lloan Association. There

was, I believe, a 15 minute meter out in front of the
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Savings and Loan Association. So I asked Dr. Peterson
and Mr. Halverson and myself, we were going to go in,
going to park the car and go in, and Dr. Peterson said,
no, that he wasn't golng to go in. I said, why not?
And he said he didn't want to put the money in the
meter and go in. So he was going to sit out in the car
and save the nickle or the dime for the parking meter.:.
I said, all right, I will go in with him. We went in;
and Mr. Halverson called the girl over and told her. that
the trust was dissolved and that he wanted a check issued
to that. And at that point I asked her if they could
issue a money order for this amount or a casghier'®s
check, pardon me, a cashier's check. And she said
she couldn't, but we could take their check and go
across the street and get a cashier's check.

Then she asked, whose name do you want it made
out to? And I belleve Mr. Halverson turned to me,
and I don:t remember what the reply was, but I think
it was made out to Halverson and Dr. Peterson, but I
am not exactly sure on that, how it was made out.

My recollection would be that the check was

made out jointly to Halverson and to Dr. Feterson.

BY MR. DYGERT:
Q Did you take the check?
A Y@3¢




What did you do with it?
I gave it to Dr. Peterson.
When?
Right at that time after we walked out.
THE COURT: Did Mr. Halverson endorse the
check in your presence?
THE WITNESS: Your Honor, I can't remember
whether it was made out to him and Dr. Peterson or
not, but if it was made out to him, he did endorse it
at that time. I don't remember exactly what transpired

at that point.

BY MR. DYGERT:

Q

Did you inform any representative of the Savings and Loan
Association that the trust had been dissolved?

No, I didn’t.

You made no statement to that effect or in substance?

No. Mr. Halverson knew the people at the bank and I
stood up in front waiting for him. Then he called me
over and said, how do you want to make the check out?

I told him I thought we should have a cashier's chack

if we could get it, and theysaid -~ she said she didn't

have it, and I don:t remember just exactly what was

decided between the two of us as to how to make the check
out. But I think the girl said, well, since that is a

trust account, we have to make it out to you, Mr.
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Halverson. That is Just my recollsction.

THZ COURT: Do I understand you made no
statement to any employee of the Savings and Loan
Association regarding the trust or regarding the
disposition of the cash deposited in the trugt, the
cash deposited in the Savings and Loan Association?

THE WITNESS: No.

BY MR. DYGERT:
Following your exit from there where did you go? _
We went back into the automobile and took Mr. Halverson
back to school, I believe, or back to his house, I am
not too sure. I think we dropped him off at school.
Then where did you go?
We came to Minneapolis.
Where did you go in Minneapolis?
At this point I think I am going to have to inform you
my client has asked me to exert his privilege as to
any other events that have happened.
Is it your testimony you went someplace between the
time you arrived back in Minngapolis and the time you

arrived at Woodard-Elwood?

MR. DALY: That is objected to on ths ground

it is privileged.
¥MR. DYGERT: I am asking what hs did.

MR. DALY: And immaterial.
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BY MR. DYGERT:

Q

Did you do anything in connection with the trust assets
other than as attorney for Dr. Peterson, separate and
distinct from the attorney-client relationship?
No, I didn't.
You went somewhere and did something with that check
I take it, Mr. Drexler.
At this point I am to inform you my client has informéd
me that I am to exert his privilege.
When did he so inform you?

MR. DALY: That is objected to as being
immaterial.

THE COURT: Sustained.

BY MR. DYGERT:

Q

What time did you arrive back in Minneapolis?
MR. DALY: Objected to as immaterial.
THE COURT: Sustained.

BY MR. DYGERT:

Q
A

Q

What time did you arrive at Woodard-Elwood?

Approximately 1:00 o'clock.

What occurred there?

We met the gentleman that was on the stand today. Was
that Haverstock?

Haverstock.

Haverstock. And Dr. Peterson informed Mr. Haverstock
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that the trust had been dissolved and that we had come
there to pick up the securities that he was holding.
what did you say to Haverstock?
Well, Haverstock and I talked about fishing and duck
hunting.
What did you say in reference to whether the trust
had been dissolved?

THE COURT: What did you say to Haverstock
about the trust or trust assetz?

THE WITNESS3: I asked Haverstock whether he
had been served with a garnishment, and I askaed if he
had been served with a writ of attachment, and I believe .

I asked him if he had been served with any order holding

the stocks, and if he had any court order requiring him

to keep the stocks and bonds, apparentlyf in his
possession. He said, no. I believe I then told him
that Dr. Peterson wants these, and that if, as Dr.
Peterson said, he is the one that paid for them, I think
he is entitled to them.

And he said he was going to get a receipt,
type up a receipt, and he would give them to us, and
he was going to go to lunch. It was 1:00 o'clock or

a little after.

BY MR. DYGERT:

Q

Did you tell IMr., Haverstock, in words or in substance,
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that since there had been no garnishment, no attachment,
no court order, that he should turn these securities over
to Dr. Peterson?
In substance, I told him that was there any reason that he
was holding them, and had he bzen served with any of
these papers, and were they really Dr. Peterson's stocks
and bonds, and that Dr. Peterson wants them. And he said
he would get them. Dr. Peterson, at this time, was
sitting there talking with him quite a bit more than I
was.
In substance, did you tell him that based on inquiry
you had made you were of the opinion that Dr. Peterson
was entitled to them?
I donjt think we got that far. We just inquired about it,
and then Dr. Peterson said, can I getsthem; and will you
goet them for him?

THE COURT: Did you tell Mr. Haverstock that
in view of the fact that there was no attachment or
garnishment, he should turn them over to Dr. Peterson

becauge Dr. Peterson wanted them? Is that what you told

him in substance?

THE WITNESS: No. We didn't get that far, Your
Honor. I told him that Dr. Peterson wanted them, and
Dr. Peterson did most of the talking as far as that goes,

and I just sat on the side.
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THE COURT: Did Mr. Haverstock ask you
whether you were of the opinion that he should turn
them over to Dr. Peterson?

THE WITNESS: No, he didn't ask me that.

BY MR. DYGERT:

Q@ Did you discuss with Mr. Haverstock the Court order
which was part of the Amended Findings of Faet, Conclusion
of Law and Order for Judgment dated December 4, 1964%
I did not, no.

You didn't mention it to him at all?
I did not, no.
But Dr. Peterson did?

MR. DALY: I am going to object to this as
being privileged.

MR. DYGERT: This is not --

As to what Dr. Peterson said to
a third person?

MR. DALY: e was asking what Dr. Peterson
said. And this witness is incapacitated from testifying
to anything that Dr. Peterson sgaid.

THE COURT; To third persons?

To anybody. He canft testify as

&
to any conversation that Dr. Peterson related to anybody

-

: DR U q
that has come within his knowlége.

THE COURT: I will sustain the objection on
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did you make any stops in

am going to object to this as
and privileged.
Susgtainead.
I am willing to let the witness ==«
I sustained your cbjection.
Ask hin when he next caw [Halverson.
YR. DYGERT: I will conduct the sxamination
I sse fit, counsel.
DYGE
. Woodard-Elwood did you have any written autho
any kind from Paul Halverson for the relesase of

.
iegtd

Did Dr. Peterson?

I dontt know.

You don't know of any?
I don't know of any.
THE COURT: What was that last question

.

(Whareupon the question on Line 13

was read by the Reporter.)

BY MRe. DYCERT:

Prior to the time Dr. Peterson picked up these cert
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at Wooderd-~Blwood, to your knowledge had Halvergen in any
way authorized Woodard-Dlwood to relesase them to him?

To wy knowledge?

Eventually, sometime that day, you got Dback to Halverson?

Tnat 1s correct.

wWhat time was that?

It was after school let out, d ! sure whether

it was 3300 or 3:30,

Where did you meet him?

At his home

Cutside his home, as hs mentioned?

Yes.

What occurred there?

He informed us that he was just going to pick up his
wife, who 1s Dr. Peterson's sister; who had Just
finished tesaching school &t another school and that

vas just moving his car out ol the garags,

car so he could drive to pick her up.

gaid that ne nseded the certificates signed on the b

and that he would go pick up his siste: r Halverson's
wife, and if he would stay here and tt ertificates.
Did you have some conversation wita Mr. Halverson about

signing these certificatas outside the house there
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Cutsidé of housge?
Yes.

Other than - s & ' i him that they had to
Yy

Court order?

the copy of the Court ordar

2 . £ e -8 =
LCa 0L J..:_l;I},g;?

Yr. Halverson
golely on what Dr
In what statemsnt?
In your statement that he should sign the
MR. DALY: That is objected to
immaterial.
THE COURT: Overruled.

THE WITHESS: No. I believe what we did,

Just asked him to sign the backs of the certificates and —-

BY MR. DYGERT:

Q@ These certificatss were made out to Paul Halverson, as

inquire of the Court as to
the purpos Fi ) g here today? Rs I understand,
it 1s to determ the nature and extent of the trust

agsetse.
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their location. How they
happened to get out of the hands of ths trustes.

MR. RORRIS: We still do know wnere they
arg. Ws are still trying.

MR, DALY: Wsll, I am going to continue
objecting to any questions that do go right directly
to the point.

This man isn't on trial for any purpose.

MR. RCRRIS: I would say he 1s, Your Honor.
Ha lent authority, I might say, to thase two intaer-
ventions.

THE COURX1 he particular ratter beiors
the Court now is not whether Mr. Draxler, as an officer
of this court, frustrated the ordar of this court by going
with Dr. Peterson to the Savinge and Loan A.sociation
and to ths stock brokerage company.

That 1s not before the Court at this time.

MR. DALY: Dr. Peterson has a constitutional
right to taks a lawyer with him,

THE COURT: I say, Mr. Drexler, if he is to
account for his actions as an officer of the court, as
a meulber of the Bar of this State, will have to account,
if he has to account, ultimately to the Supreme lourt
of Minnesota. And if he frustrated the order of this

court knowingly =--
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MR. DALY: There is no court order in

existence with reference to tying them up

THE COURT$ What there was, Mr. Daly, you

I disegree about.

MR. DALY: I know.

THR CQURT: But the point is, I am not
concaerned about the accountability at this point
officer of the court and as a member of the Bar of
State. I am not concerned with the acamuntability of
Mr. Drexler at this time. 8o those questions are not
really germains.

MR, DALY: The point I am roising ig these®
Findings of Fact, Conclusions o
Judgment do not restrain the disposition of thass trust
assetsg, so any refersnce to them ig immaterial.

THE COURT: Well, Mr. Daly, that is your view.

MR. DALY: Well, it is a fact. Where in these
orders does it show any restraining order?

THE COURT:
that is true.

But do I understand, Mr. Daly, that your
position as the attorney for the defendant Palnsr Peterson
is that the Court having concluded that the trust should

be set aside and the Court having determined that it

would decide what distribution should be made of the trust
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agsaets, that Dr. Peterson was free to take the trust
assets from the trustee?

MR. DALY: Free agent, absolutely.

THE COURT: Well, Mr. Daly, then you and I do
disagree. There is no point in belaboring the matter.

MR. DALY:  In this country =--

THZ COURT: I domn't want to hear anything
further from you in that regard, Mr. Daly, because
youuand I disagree, and you obviously do not understand
the order of this Court and never will understand the
order of this Court.

MR. DALY: Well, now, Your Honor, I object’
to and resent any remarks -- I am well able to read and
I understand an order of a court when I see one, and
I understand from reading when there is noc order --

THE COURT: What did you understand by my
finding that the trust should be set aside and that
I would make &n ordar of distribution? What did you
understand by that?

MR. DALY

Just exactly what that says, that
it is set aside and you make an order of distribution.
THE COURT: Yes. Well, there is no point
in going into the matter, lMr. Daly.
BY MR. DYGERT:

Q2 Mr. Drexler, following this conversation outside the

ta b
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house,you and Mr. Halverson went inside and Mr. Halverson
then endorsed the certificates; is that correct?

That is cormct.

And then turned them over to you?

No, he didntt.

Did he endorse them in your presence?

Yes, he did.

Now, did you witness his endorsement?

By writing on it?

By writing on these certificates?

I donjt believe so.

Did you secure any bank guarantee or any stock broker

to guarantes this signature?

I think at this time I would have to exert the attorney-
client privilege again.

Is this something your client has also instructed you
to do?

Yes, he has.

MR, DALY: I have instructed him to do it

as a repreeentative of Palmer Peterson, also.

BY MR. DYGERT:

Q Now, as you left the home after having Mr. Halverson
sign these documents, who had them at that point?
Mr. Halverson.

And to whom were they handed over?




To Dr. Peterson.
When and where?
About five minutes later at the school whare lrs. Halverso
teaches.

And werae you prasent?

Yes, I wase

And had you been with Mr., Halverson during all that
pariod of timae?

o

All that period of time was just the amount of time

it took him to write his name of the back of them.

But you had gone, then, with Mr. Halverson to the school?
Yes.

Ind gave the certificates to Dr. Peterson?

I didn't, no.

But he did?

Yes; as I remember he did.

Now, as you remember it, they did not bear your signature

gs a witness?
Pardon me?
Your recollection is that they did not bear your signaturd
as a witness?

ls my recollection, yes.
They did not bear any guarantee by any bank or stock
broker as to the authenticity of Mr. Halverson's signaturdg

At that point, yes.




So that if any such was supplied, it was supplied in
Mr. Halverson's absence at a later time?
That 1 dcnft know.
Now, have you handled these stock certificates since
that point of time that they were turned over to Dr.
Peterson?
MR. DALY: Objected to as privileged and
immaterial.
BY MR. DYGERT:
Other than as the attorney for Palmer Peterson?
No, I have not.
Other than in connection with any communication you
may have received from Dr. Peterson?
No, I have not.
I take it, you may have handled them as attorney for
Dr. Peterson?
MR. DALY: Objected to as immaterial and
calling for privileged informéfibn;-u
THE COURT: Sustained.
BY MR. DYGERT:
Q Where are they now?

MR. DALY: Objected to as calling for

rivileged information
i 5" oHE COURT: Do you know where the stock

certificates are now, apart from any information that
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you may have recelved frou Dr. Peterson?

THE WITNESS: From Dr. Peterson?

MR. DALY: Apart from that.

THE CQURT: . :Apart from any information, do
you know where the stock certificates are, as of your
own observation and your own knowledge?

MR. DALY: Of your own knowledge, apart
from any information you have received from Dr. Peterson

by any way, shape or form?

BY MR. DYGERT:
Q You don't know where they are?
A Not apart from any information that I received from Dr.

Peterson.

Let me ask you this: Do you or someone in your office

have physical custody of these stock Certlficates at
this point of time?
Absolutely not.
Have you had since December 8?
No. .

MR. DALY: Objected to as calling for
privileged information.

MR. DYGERT: Well, he has already answered.

BY MR. LYGERT:

Q . Not in any way?




MR. DALY: Objected to as calling for
privileged information.
THE COURT: Sustained.
MR. DYGERT: I have no further questions.
MR, FISCH: No questions.
REDIRECT EXAMINATION

BY MR. DALY:

Q Mr. Drexler, you were acting as agent and attorney for
Dr. Palmer Peterson at all times ir these transactions?
That is correct.

Now, how long have you been a practicing lawyer?

Since October 13, 1961.

And you have handled divorce cases, have you, from time

to time?

Yes; I havs.

And you have handled matters in collecting from time
to time?

Yes, I have.

And you are aware of the fact that there was no garnighment]
served in this case, in this matter, and no writ of
attachment and no injunction; is that right?

That is what the parties tell ma,yes.

Now, what is your opinion with reference to the value
of the services rendsred by these attorneys for the

plaintiff to the plaintiff in this case?
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THZ COURT: Objection will bas sustained, as

there is no foundatlion for this.

o
MR. DALY: There is no objection, Your Honor.

TH JURT am making the objection.

MR. D! Lst the record note an exception
to the Court making an objection in this case.

THE COURT: The Court will disregard any
testimony that may be eiicited from this witness concearning
his opinion concerning the reasonable value of the
services rendered by the attorneys for the plaintiff,

FR. DALY: As I understand it, Your Honor,
they are making claim for attorneys?! fees which they
rendered here today against Faye Peterson; is that
right?

THE COURT: And, in fact, this testinony is
beyond the scope of the examination made by the attorney
for the plaintiff,

MR, DALY: Your Honor, I am objecting tha
Court == -

THE COURT: Mr., Daly, let me advise you that
the Court is not a mere umpire in a ball gams. The Court
is here to see to it that Jjustice is done. And the
Court, on its own motion, is making the objection to
this testimony, which the Court has the inherent power

to do.




MR. DALY: DNo, Your Honor. You have no
right to make an objection to any testimony.

THE COURT: 1IMr. Daly, I am telling you that
I have that power, and I have the power to not listen
to any evidence which I regard as inadmissible, and to
disregard any evidence which I regard as inadmissible.

MR. DALY: I believe that is all.

Just one further question.

BY MR. DALY:

Q It came to your knowledge through questioning that
there was no garnishment served in this case; is that
right?

That 'is right.

And it came to your knowledge through questioning that
there was no writ of attachment; is that right?

That is right.

MR, DYGERT: Objected to as completely
immaterial. I have made an 'objection as to what his
Xnowledge was through, I take it, through the questioning
in this case today as to whether there was any attachment

or garnishment.

THE COURT: Are you talking about questioning

his client?
MR. DYGERT: If this relates to the questioning

I his client, then I have no objection.




BY MR. DALY:

Q From questioning these various people, Haverstock and
Halverson, you ascertained there were no garnishments
servad; is that right?

That is right.

MR, FISCH: I will object becsuse it is
repetitious and has already been asnwered.

THE COURT: He can answer.

BY MR, DB¥ESs®9 DALY?

Q You understand that through legal process personal
action has a right o be controlled, do you not?

MR. DYGERT: Objected to as calling for a
conclusion.
THE COURT: Sustained as immaterial.
MR. DALY: All right. That is all.
RECROSS-EXAMINATION

BY MR. DYGERT:

Q Do you presently represent Dr.. Peterson?

A Yes, I do.

Q You are aware he has been ordered to appsar basfore

Court?

Yes, I have been made aware of that.
You are aware tho Court has issued a bench warrant for
his appearance?

I have been told that, yes.
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MR. DYGERT: Now, if the Court please, that
I believe is all that we are able to offer as to the
nature, location and amount of the trust assets.

We would like to go forward with our showing
as to attorney's fees and that matter, unless on this
phase of the case the defendant has something to offer.

THE COURT: I think we will take it in two
phases,

MR, DALY: I can save a lot of time. I have
nothing to offer or intend to offer.

THE COURT: Now, with respect to the matter of
attorney's fees, Will you be able to conclude by the
tine --

MR, DYGERT: I think I can make a rather
quick statement to the Court on that, Your Honor, and
I believe it will be sufficient.

I would prefer to go ahead on 1t.

THE COURT: All right,

MR, DYGERT: Does the Court wish to have me

MR. DALY: I certainly do.

THE COURT: I think frankly, Mr. Dygert, that
your testimony, plus possible cross-examination -~

I take it there will be cross-examination?

MR. DALY: Not a lot, Your Honor.




THE COURT: Well, let's go ahead then.
ROBERT W. DYGERT
being first duly sworn, was examined and testified as
followss
DIRECT EXAMINATION

THE WITNESS: If the Court please, I am an
attorney licensed to practice in the State of Minnesota.

MR, DALY: I move the witness take the stand,

THE COURT: I think this is going to take
the aspects of a formal hearing so I think we ought to
continue this,

MR. DALY: Continue it for another day?

THE COURT: When would it be convenient for
counsel?

MR. DALY: I have to be in Hastings in a trial
set down for a definite date, a day certain tomorrow
morning.

THE COURT: When would you conclude that?

MR, DALY: I can't say for sure, It would take
the day. Friday I have got a special term matter down
there., Friday is the special term day.

THE COURT: Off the record.

(off-the-record discussion.)

THE COURT: Let's continue this matter until
Monday at 10:00 o'elock. Is an hour enough time?

2013
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MR, DYGERT: Certainly.

If the Court please, Mrs, Peterson is here
for the purpose of showing some of her pre@ently acute
need for funds., And I will just state to the Court, I
don't think -~

MR, DALY: This Court, I don't think, has
any Jjurisdiction,

MR, DYGERT: This relates to the matter of
the distribution of the trust,

THE COURT: I would say between now and
Monday I would be glad to receive a letter statement
as to what kind of supplemental findings, order, I
should make with respect to the trust assets, bearing
in mind that -- well, as to how they should be secured,
and what distribution should be made of them, if and when
they are ascertained.

MR, DALY: Our position is short. Ve claim
Dr, Peterson should have them all.

THE COURT: I appreciate that, Mr, Daly. I
anticipated that statement, But I am giving Mr. Dygert
an opportunity to be heard.

MR, DALY: I want to make a brilef statement
for the record with reference to this point about
contrelling personal actions,
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This is fundamental law. All power exercised
over the nation and individuals in the nation must have
some beginning. It must be delegated to the government
by the constitution, express or implied, or it is assumed
there are no other sources, All delegated powers of
trust are all assumed powers, Time does not alter
the nature or quality of either.

Now, we take the position that this Court
cannot exercise any restraint over the personal actions
of any individual unless it is done by lawful authority.

No, 1, this Court, to have Jjurisdiction, it
has got to be done by written order. It has got to be
done pursuant to law.

That is the position we have taken in this case.
There is nothing, there is no order in the flle ever
served on Halverson or Peterson restraining the disposition
of these trust assets,

THE COURT: Do I understand that Dr. Peterson
recognized my finding and agreed with my finding that
the trust was fraudulent? Is that what you are telling me,
Mr, Daly, and that pursuant to that he then obtained
possasalion of the trust assets because he agreed with my
finding?

MR, DALY: At this time I think that you can
rely upon this, that Dr, Peterson is agreeing to nothing.

. 720 D




have
LGV T

T 13
E = V

that true?

wien

those

" eidl:

cruscee

and

4
<)

T™NAT e

bl s @

Seerson

anybody else

BTy

agel

teatimony.

had
AENA

handa of

possessi

ith that,

I think
. WA b Al

o authority from th

trust.

But they ar . bhere as

free

1.-
please

unless

S0me

Daly heard the

beneficiary to




The REVIEW of the

NEWS

July 16, 1969 — Volume V, No. 29

Easing the Desegregation Deadline

m Washington, July 3 — Attorney
General John N. Mitchell and Secre-
tary Robert H. Finch of the Depart-
ment of Health, Education and Wel-
fare issue a policy statement easing the
September, 1969, desegregation dead-
line for about 700 Southern school

Mitchell stresses
commitment to
desegregation.

¥ .

districts. While declaring that *this
Administration is unequivocally com-
mitted to the goal of finally ending
racial discrimination in schools, stead-
ily and speedily, in accordance with
the law of the land,” the statement
goes on to say that “the new proce-
dures set forth are designed to achieve
that goal in a way that will improve,
rather than disrupt, the education of
the children concerned.” The most
recent “guidelines” or administra-
tive regulations promulgated by
HEW in January of 1968 threatened

July 16, 1969
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loss of Federal funds for any district
that failed to desegregate by next Sep-
tember. In today’s statement, however,
Mitchell and Finch declare that it is
not our purpose here to lay down a
single arbitrary date by which the
desegregation process should be com-
pleted in all districts, or to lay down a
single arbitrary system by which it
should be achieved.” Instead, they say
that desegregation plans must provide
for full compliance during the
*1969-70 school year. In some dis-
tricts, there may be sound reasons for
some limited delay. In considering
whether and how much additional
time is justified, we will take into
account only bona fide educational
and administrative problems. Exam-
ples of such problems would be serious
shortages of necessary physical facil-
ities, financial resources, or faculty.
Additional time will be allowed only
where those requesting it sustain the
heavy factual burden of proving that
compliance with the 1969-70 time
schedule cannot be achieved; where
additional time is allowed, it will be
the minimum shown to be necessary.”
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(Senator Strom Thurmond, the South
Carolina Republican who has opposed
the “guidelines,” comments that the
new policy is ‘‘an improve-
ment . .. but it does not go as far
toward a true freedom of choice plan
as I would like.” NAACP Executive
Director Roy Wilkins, on the other
hand, tells those attending a conven-
tion in Jackson, Miss., that the new
policy is “almost enough to make you
vomit. This is not a matter of too little
too late; rather this is nothing at all.”)
W Key Biscayne, Fla., July 5 — White
House Press Secretary Ronald Ziegler
defends the Administration’s new
school desegregation policy, “We feel
we will be judged on what we do,”
says Ziegler. “Of course, there will be
some who will never be satis-
fied . . . which is part of our political
system. But the majority of the Amer-
ican people as a whole, we feel confi-
-dent, will judge the Administration on
its performance.” He declares that the
President is in accord with the deci-
sion, although he adds that “there is
never full unanimity on anything.”

m Washington, July 7 — Officials of
the Nixon Administration order Fed-
eral funds cut off to three Southern
school districts and file two desegrega-
tion suits against one district in the
North and one in the South, The suits,
announced by Attorney General
Mitchell, make a total of nine such
actions in the new Administration’s
first six months. They are directed at
Madison County School District No.
12 in Illinois and at Barnwell County
School District No. 45 in South Caro-
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lina. The suspension of funds, an-
nounced by HEW Secretary Finch,
affects Wayne County, Ga.; Flagler
County, Fla.; and Orangeburg County
School District No. 4, S.C. These three
cutoffs make a total of 11 ordered by
Finch since January. He says, however,
that “we shall continue to keep the
door of communication open with
these districts and hope to provide all
assistance necessary to bring them into
compliance with the law.”

Financing Communist Activities

m Washington, July 7 — FBI Director
J. Edgar Hoover told the House Ap-
propriations Subcommittee last April
17 that the “New Left” movement
was “‘a firmly established subversive
force dedicated to the complete de-
struction of our traditional democratic

Hoover describes
financing of
the “New Left.”

o
values and the principles of free gov-
ernment.” He said that it represented
“the militant, nihilistic, and anarchis-
tic forces which have become en-
trenched, for the most part, on college
campuses and which threaten the or-
derly process of education as the
forerunner of a more determined ef-
fort to destroy our economic, social,
and political structures.” In testimony
released today, Hoover singles out the
Students for a Democratic Society as
“a2 Communist-anarchist group” which
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is *‘at the core of the ‘New Left’
movement,” which represents “a
threat to established law and order and
to the stability of our society,” and
which has exhibited “a steadily in-
creasing degree of hard-core Commu-
nist influence.” He also gives a run-
down of the many wealthy benefac-
tors who are bankrolling a substantial
portion of “New Left” activities. With-
out naming names, the FBI chief says
that the contributors include: “A
Cleveland industrialist who has long
been a Soviet apologist; the wife of an
attorney in Chicago who is a million-
aire; an heiress in the New England
area who is married to an individual
prominent in the academic community
who has been active in ‘New Left’
activities; a wealthy New York lecturer
and writer who for years has been
linked to more than a score of Com-
munist-front organizations and who
has contributed liberally to many of
them. These individuals alone have
contributed more than $100,000 in
support of ‘New Left’ activities.” The
“New Left” has also received money
from several foundations, says Hoover
“including a very prominent founda-
tion in New York,” which gave more
than a quarter of a million dollars
from 1961 to 1968. He notes that
most of the recipients ‘“have been
identified as either present or past
members or sympathizers of the Com-
munist Party, U.S.A., or ‘New Left’
movement.” He estimates that nearly
60 per cent of SDS funds come from
contributions and much of the nation-
wide travel by prominent SDS leaders
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is paid for by honorariums paid to
them, “‘generally out of student funds,
for their guest appearances on college
campuses.”

Paying People Not to Farm

m Washington, July 7 — The Senate
kills (53 to 34) a proposed ceiling of
$20,000 on Federal farm payments to
any one farmer. The same proposal
was knocked out by the Senate on a
47-t0-25 vote last year. Senator John
J. Williams (R.-Del.), who has led the
fight to impose a limit on payments,
declared that he did not know “how
any members of the Senate can justify
paying so-called farmers not to farm.”
Stressing that a payment limitation
would save $35 million a year, he cited
five instances of five farms getting
more than §1 million not to produce
crops and 13 other payments of more
than $500,000 each. One $600,000
payment went to a Mississippi planta-
tion, owned by British interests, for
not planting cotton, Williams pointed
out.

The Arms Talks Delegation

m Key Biscayne, Fla., July 5 — White
House Press Secretary Ronald Ziegler
announces that President Nixon has
chosen the delegates ht will send to
the talks expected to begin in a few
weeks with the Soviet Union on the
limitation of nuclear arms. Gerard C.
Smith, director of the U.S. Arms
Control and Disarmament Agency, has
been selected to head the delegation,
says Ziegler. The other members will
be Philip J. Farley, Deputy Assistant

4

Secretary of State for Political-Military
Affairs; former Deputy Secretary of
Defense Paul Nitze; former Secretary
of the Air Force Harold Brown; for-
mer Ambassador to the Soviet Union
Llewellyn E. Thompson; and Major
General Royal B. Allison, USAF, dep-
uty chairman of the Joint Chiefs of
Staff special studies group.

Increased Trade with the Enemy

® Washington, July 2 — Secretary of
State William P. Rogers says that
President Nixon will discuss increased
trade with Rumanian Communist lead-
ers when he visits Bucharest early next
month. At a news conference, Rogers
stresses that the Administration’s poli-
cy regarding trade with Communist
countries is “‘sensibly to liberalize it.”

Rogers would
liberalize trade
with the Reds.

He describes as untrue suggestions that
the Administration is not seeking liber-
alized trade with Red nations because
it recently urged extension of the
Export Control Act of 1949 — a
measure which limits U.S. trade with
the Soviet Union and its satellites. “We
think that the present law does permit
considerable liberalization of trade,”
Rogers declares, ““and, if we find that
in our discussions with Eastern Euro-
pean countries that it is in the best
interests of the United States to in-
crease trade, then we can ask for
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legislation that would give them most-
favored-nation treatment.”

An Astronaut Out of His Orbit

m Leningrad, July 3 — American as-
tronaut Frank Borman predicts that
the time will come when American
and Soviet spacemen will work togeth-
er in an orbiting space laboratory.
Borman, the first astronaut to visit the
Soviet Union, tells newsmen that “‘we
are working now in America on a
space station program where we hope
to launch in the mid-70’s a very large
experimental laboratory. I foresee in
that program the time when Soviet
and American engineers and astronauts
will be flying together.” Borman also
praises the Soviet Union’s alleged
space program as “‘a great one” and
declares that “everything that has been
done has been done well. I must say
we are all following the lead of the
first space flights carried out by the
Soviets.”

® Moscow, July 5 — Astronaut Frank
Borman, on the fourth day of his good
will visit to the Soviet Union, places
wreaths on the tombs of Lenin and
Yuri Gagarin, whom the Reds claim
was the first man in space. Gagarin was
killed in a plane crash last year. At
Lenin’s tomb in Red Square, Borman
places a wreath with the inscription:
“To V.. Lenin, the founder of the
Soviet state, from U.S. astronaut
Frank Borman.” Asked if the unusual
gesture of placing the wreaths was part
of his stated mission to promote great-
er U.S.-Soviet understanding, the Air
Force colonel replies: “This is a semi-
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official visit. It is difficult for a person
who has flown in space to be just an
ordinary tourist. We have placed
wreaths at the Tomb of the Unknown
Soldier and national monuments in
every country we’ve been in.”

The End of a Rocky Mission

m Santo Domingo, July 2 — Governor
Nelson Rockefeller of New York ar-
rives in the Dominican Republic — the
1 7th nation he has visited on his Latin
American fact-finding tour for Presi-
dent Nixon — and is met by thousands
of troops but few residents. “I bring
no new programs, no simple answers,
no easy slogans,” Rockefeller says in
remarks at the airport. “New U.S.
policies may grow out of this mission,
but they do not arrive with it.” He

says that *“‘one cannot help but be
impressed by the obvious and vigorous
will of the Dominican people to win
for themselves social justice and eco-
nomic opportunities under the banner
of liberty.” Earlier today, the governor
received the warmest welcome of his
mission in Port-au-Prince, where
100,000 Haitians greeted him. “l do
not propose new programs, new solu-
tions, nor new easy slogans,” Rocke-
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feller said at a dinner in his honor. *I
come with my 30 years of interest and
affection for the Caribbean and Latin
American people. | want you to talk
freely to me as a real friend and a lover
of human freedom.” During his visit,
the governor also conferred with Presi-
dent Francois Duvalier and other
Haitian leaders.

m Santo Domingo, July 3 — Governor
Rockefeller winds up a 24-hour visit
here by conferring with President
Joaquin Balaguer and his aides. Short-
ly before the conferences, four persons
were killed and one was wounded in
two shooting incidents which the Gov-
ernment attributed to nervous and
inexperienced security guards. Bala-
guer, following his meeting with
Rockefeller, says that the vast major-
ity of the Dominican people are happy
to have the governor, whom he de-
scribes as an illustrious citizen, a liber-
al, and a true friend of Latin America,
visit their country.

m Georgetown, July 4 — Nelson
Rockefeller arrives in Guyana and is
greeted by 50,000 people. At the
airport, Prime Minister Forbes Burn-
ham congratulates the governor on
the occasion of the 193rd anniversary
of American independence and says
that Guyana will welcome further
American financial assistance as long
as it does not affect Guyana’s sover-
eignty. (Since it achieved indepen-
dence from Britain in 1966, Guyana
has received $42.8 million in aid from
the United States.) Rockefeller re-
sponds by telling Burnham that “your
young republic . . . is a different South
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America.” The governor flew here
from Jamaica, where he met earlier
today with Prime Minister Hugh Shear-
er.

m Bridgetown, July 5 Governor
Rockefeller arrives in Barbados, the
final stop on his 20-nation fact-finding
tour through Latin America. (The gov-
ernor had planned to visit Peru, Chile,
and Venezuela, but Government lead-
ers in those countries requested that
the visits be cancelled because of the
rioting and demonstrations that ac-
companied Rockefeller.) In his brief
stopover here, Rockefeller says that he
will recommend to President Nixon a
major overhaul of U.S. policy toward
its hemispheric neighbors. He adds,
however, that he is not sure that the
President will accept the recommenda-
tions. “Let’s all keep our fingers
crossed,” says Rockefeller, “and we
will see what comes out.”

m New York, July 6 — Presidential
envoy Nelson Rockefeller returns from
his 43,000-mile tour of Latin America
and promises to submit a report and
recommendations to President Nixon
next month on a *“hemispheric-wide
U.S. policy.” The governor says that
his report will cover a “broad range of
fields” — economic, political, social,
cultural, and educational — “relating
to U.S. policy and U.S. Government
organization.” He refuses to go into
detail, however, explaining that he is
“sure the President doesn’t want to
read the report in the morning paper.”
Asked about the violence that plagued
his travels, Rockefeller says that it
“was more than [ expected.” He adds
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that ‘‘the problems that developed
during the course of the trip are clear
evidence of the fact that all is not well
and that there is an urgent need for
changes in our policies.”

Arms Ban on Peru Lifted

m Lima, July 4 Peruvian Foreign
Minister Eduardo Mercado Jarrin hails
yesterday’s U.S. decision to lift a ban
on credit arms sales to Peru and says
that it could open the way for a visit
to Peru by Governor Nelson Rocke-
feller. The governor had planned to
visit Lima in May as part of his
fact-finding mission for President
Nixon, but the Peruvian Government
called the visit off after the State
Department suspended sales of weap-
ons to Peru in retaliation for the
seizure of American fishing trawlers.
Mercado Jarrin, in a statement, de-
clares that *“the suspension of the
military sales cut to Peru was an
indispensable condition to restart a
constructive dialogue between the two
countries about problems that are of
mutual concern.” Peru permits foreign
vessels to fish inside its 200-mile limit
but only after they are registered and
pay for fishing licenses of $500 per
year. Many U.S. trawlers have refused
to do this. Mercado Jarrin makes clear
today that Peru “will maintain its firm
stand on the 200-mile limit under any
circumstances.”

Those “Friendly” Rumanian Reds

® Bucharest, July 4 — Harry Barnes
Jr., American charge d’affaires here,
declares that President Nixon’s visit to
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Communist Rumania next month will
demonstrate the “good will and friend-
ly relations that exist between us.” In
a unique speech on Rumanian tele-
vision, Barnes says that nearly 200
years of American independence “has
convinced us of the importance of
interdependence among nations . . ..
All the aspects of our relations —
political, economic, and cultural — can
be further developed and the visit of
President Nixon ...is a major occa-
sion in demonstrating the good will
and friendly relations that exist
between us.”

The Murder of Tom Mboya

m Nairobi, Kenya, July 5 — Tom
Mboya, Kenya’s Minister of Economic¢
Affairs, is shot and killed by an un-
identified assassin today as he emerges
from a drugstore on a busy downtown

Mboya is
assassinated
J in Nairobi.
F
street. Mboya, 38, was also Secretary
General of the governing Kenyan
African National Union (KANU), and
was regarded as the third most power-
ful man in the Government behind
Communist President Jomo Kenyatta
and Vice President Daniel Arap Moi.
He returned yesterday from Addis
Ababa, Ethiopia, where he had at-
tended a meeting of the Economic
Commission for Africa, a group spon-
sored by the United Nations.




Senator McGovern: Voice of Hanoi

m Washington, July 2 — Senator Geo-
rge McGovern (D.-S.D.), in a speech
urging that the United States withdraw
all its forces from South Vietnam
within the next 12 months, reports
that he met secretly for nine hours on
May 23 with the chief North Viet-
namese and Vietcong negotiators in
Paris. During the meetings, which had
the blessing of U.S. negotiator Henry
Cabot Lodge, McGovern says that the

McGovern spouts
%? - ' Communist line
: on Vietnam.

Communists informed him that no
serious negotiations could take place
as long as any American troops re-
mained in Vietnam and as long as the
United States supported the Govern-
ment of Nguyen van Thieu and
Nguyen cao Ky. “When I suggested to
the Hanoi and NLF delegations that
some Americans fear a bloodbath dur-
ing or after an American withdrawal,”
McGovern remarks, “they replied that
just the opposite would happen — the
killing would stop.” The senator con-
tinues: *l don’t care if I make Hanoi
unhappy or happy. If they derive some
glee from this report, so be it....]I
left Paris with enhanced respect for
the intelligence and the absolute de-
votion to their cause of both the
North Vietnamese and the NLF allies.
There is not the slightest doubt in my
mind that however much some of our

officials believe we are repelling aggres-
sion in Vietnam, the North Viet-
namese and the NLF see us as aggres-
Sors the foreign invaders — the
despoilers of their country....Be-
yond any resentment they feel toward
us is their complete contempt for
Generals Thieu and Ky. They regard
them as the artifical creations of an
outside power who are willing to
slaughter their own fellow Vietnamese
to maintain the lavish support of their
foreign keeper.”

The Futile War Talks in Paris

m Paris, July 3 — The 24th session of
the war talks on Vietnam takes place
today with the North Vietnamese and
South Vietnamese delegates accusing
each other’s government of intensify-
ing the war. Saigon’s chief negotiator
Pham dang Lam, during the five-hour
session, charges the Communists with
continuing to infiltrate troops and
arms into the South. “You do not
contribute anything to create a iavor-
able atmosphere for the negotiations,”
says Lam. “You refuse to make any
concessions, and above all, you make
it a rule to oppose whatever does not
come from you. On the battlefield,
your side has not taken any action to
de-escalate the war. Instead of progres-
sively reducing the magnitude of mili-
tary operations, you continue infil-
trating troops and arms from the
North into the South to nurture your
war of aggression.” This infiltration,
says Lam, is ““at a pace as high as, if
not superior to, the one reached at the
fiercest moments of the war.” At a
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news conference after the meeting,
Hanoi’s spokesman Nguyen thanh Le
declares that “‘everybody can see that
the Nixon Administration continues to
intensify the war of aggression.”

m Paris, July 5 — North Vietnamese
chief negotiator Xuan Thuy returns to
the war talks after six weeks of consul-
tations with his comrades in Moscow,
Peking, and Hanoi and repeats the
unchanging Red demand that “Amer-
ica must withdraw all its forces and
allow the Vietnamese people to solve

Thuy demands
U.S. withdrawal
from Vietnam.
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their affairs themselves without out-
side interference.” He declares that “'in
my view there is not serious effort on
the part of the American Administra-
tion to speed up the peace talks. The
Nixon peace plan is completely differ-
ent from the revolutionary govern-
ment’s [Vietcong's] 10-point plan.” As
for President Nixon’s decision to with-
draw 25,000 U.S. troops from combat,
Thuy says that the move is “‘aimed
only at soothing the American public
opinion which is clamoring for peace.
To pull home 25,000 men out of
540,000 is meaningless.”

U.S. Recognition of the Vietcong

m Hong Kong, July 7 — Vietcong
officials declare that their Provisional
Revolutionary Government was “‘rec-
ognized in fact and in deed by the
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United States” even before it was
formally established. The United
States did that, the Reds say in a radio
broadcast, when it sat down with
National Liberation Front delegates at
the war talks in Paris and also when it
appointed a delegation of U.S. officers
to receive American prisoners of war
released by the Vietcong. The broad-
cast says that 23 nations have an-
nounced recognition of the Vietcong
front “as the rightful and authentic
government of South Vietnam.”

Wishful Thinking on Vietnam

m Washington, July 2 — Secretary of
State William P. Rogers reports that
the Communists have apparently
scaled down the level of fighting in
Vietnam during the past week. “I
talked to the Secretary of Defense just
before 1 came to this press confer-
ence,” says Rogers, “and he told
me . .. that during the last week we
have had the lowest level of combat
activity in Vietnam for a long time,
possibly during the whole war. If the
other side reduces its aggressiveness
and its combat activities, then that will
be a factor which the President will
consider in the number of troops that
we withdraw and the timing of that
withdrawal. Now, if the rate of com-
bat falls off to a very small level, then
obviously our plans will change. How
they will change will depend on what
the enemy’s activity is.” The secretary
admits, however, that the lower com-
bat activity of the Communists could
be for reasons other than honorable
ones. He says that the weather, a
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decision to “regroup for another at-
tack,” and planning for future activity
could all account for the decrease in
fighting. In a related development,
Rogers announces that the United
States and Cambodia have agreed to an
immediate resumption of diplomatic
relations, which were broken in 1965
by Cambodia when it charged that
U.S. military activity in Vietnam had
spilled over into its territory.

m Paris, July 3 — Vietcong spokesman
Duong dinh Thao dismisses Secretary
Rogers’ statement about a lessening in
Communist military activity in Viet-
nam as a deceitful and dishonest tac-
tic. “Mr. Rogers’ statement,” Thao
says at a news conference, “‘is part of a
maneuver by the United States to
boast about what it calls its efforts to
bring about a return to peace in order
to camouflage the intensification of
the war and the multiplication of
American and puppet sweeps Lo massa-
cre the population. As long as the U.S.
Government continues to prolong the
war, the South Vietnamese population
will continue to fight for liberation
and independence until its precious
national rights have been attained.”

m Saigon, July 5 — Communist gun-
ners shatter an apparent lull in the
Vietnam War, unleashing mortar and
rocket bombardments against 44 Al-
lied military bases and sinking a mer-
chant ship in the Saigon River, seven
miles from the capital’s docks. Military
spokesmen report that the shellings are
the heaviest since June. Half of them,
they say, were against major installa-
tions and caused damage and casual-
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ties. Of the 44 Allied bases hit, 11
were American. Meanwhile, intelli-
gence officials report that enemy doc-
uments captured within the last 10

days outline plans for a new wave of

Communist attacks. While no time-
table is mentioned, one of the docu-
ments refers specifically to attacks in
the Mekong Delta area being vacated
by troops of the 9th Infantry Division,
who are part of the 25,000 Americans
being withdrawn from Vietnam by the
end of August.

Four Years of Bombing Nullified

m Washington, July 7 — Air Force
Chief of Staff General John P. McCon-
nell told the Senate Armed Services
Committee on April 16 that North
Vietnam was able to rebuild about 75
per cent of its bomb damage within
five months of the total halt to U.S.

McConn;II says bombing halt perils troops.
bombing. In testimony released today,
McConnell says that “practically ev-
erything in North Vietnam has been
rebuilt — all the highways, the bridges,
the trans-shipment points that were
destroyed, and what little industry
they have, which is not much. But
everything is operating up there now
very nearly as if it had not been even
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touched. 1 would say the repair is 75
per cent completed.” The general says
that since the bombing was halted last
October 31, “supplies now enter
North Vietnam without any difficulty
and are brought right down to the
Demilitarized Zone without any diffi-
culty, and the tonnages are extremely
high. From there the supplies go over
into Laos. Prior to the time the bomb-
ing in the southern part of North
Vietnam was restricted, we were able
to practically close all of the routes
leading into southern Laos, and much
of the supplies that were coming down
through the southern half of North
Vietnam were destroyed until the time
that the complete bombing cessation
was made effective.” Because of the
bombing halt, McConnell asserts, the
Communists “have moved their sup-
plies from the North right down to
positions north of the DMZ. They
have moved their supplies from the
North to points just across the border
between Laos and South Vietnam, so
therefore they have them much closer.
So I would say that the troops are in
more jeopardy than they would have
been had the supplies been under
attack all the way back up to the
[Red] Chinese border and Haiphong,
or at least to 19 degrees north, as it
was before the bombing halt.”

The Withdrawal Begins

® McChord Air Force Base, Wash.,
July 8 — The first American troops
withdrawn from Vietnam by President
Nixon arrive home today to a welcome
from General William C. Westmoreland
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and 3,000 cheering friends and rela-
tives. “You can look any man in the
eye knowing that you have served
your country when you were called,”
says Westmoreland, Army Chief of
Staff and former U.S. commander in
Vietnam. “You have done what you
were asked to do by your Government
in furtherance of national policy. You,
together with our Free World allies,
helped provide the shield behind
which major objectives have been ac-
complished. You men have also dem-
onstrated. You have demonstrated
your sense of responsibility the
responsibility of an American citizen
to serve his country.” In Saigon earlier
today, the same troops were told by
General Creighton W. Abrams, U.S.
commander in Vietnam, that “you are
a credit to your generation. You have
proven that conscientious men today,
as in the past, are willing to endure
great hardships and self-sacrifice in
order to preserve freedom throughout
the world. You occupy a significant
moment in history. Americans every-
where are proud of your achieve-
ments . . .. You and your predecessors
have conducted yourselves magnifi-
cently against a tough, wily, and deter-
mined enemy.” Also present was Presi-
dent Nguyen van Thieu of South
Vietnam. He told the 814 departing
soldiers that this *is only the begin-
ning of a process leading to a situation
in which most of the defense of
Vietnam will be borne by the Viet-
namese forces.” While noting that his
country “will continue to need de-
fense supplies and logistic support
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from Allied nations,” Thieu asserted
that “we shall have less and less to
demand the supreme sacrifices in
blood and human lives from Allied
nations in this struggle for freedom.”

American POW’s in North Vietnam

m Saigon, July 2 — A broadcast over
Hanoi radio monitored here says that
the North Vietnamese will release
three American prisoners of war on
July 4. “On the occasion of the
Independence Day of the U.S. peo-
ple,” says the broadcast, “the Viet-
namese people’s Political and Armed
Forces Central Agency decides 1) to
release three U.S. pirates captured in
North Vietnam, and 2) to allow the
U.S. captured in North Vietnam to
receive presents from their families.”
(At least 1,331 U.S. servicemen are
listed as missing in action in the
Vietnam War but only 340 are known
to be prisoners of the Communists,
many of them pilots shot down over
North Vietnam. Hanoi previously has
released six captured American pilots,
in two groups of three.)

m Paris, July 3 U.S. Ambassador
Henry Cabot Lodge thanks North
Vietnam for its announcement that
three captured American fliers will be
released and expresses hope that it will
lead to further and more general pris-
oner releases. Speaking at the war talks
on Vietnam, Lodge says that ““we have
just seen press reports that North
Vietnam has announced the release of
three American prisoners of war and
that it will allow other American
prisoners of war to receive gifts from
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their families. If this is accurate, I
express appreciation on behalf of the
U.S. Government. 1 hope that this
action will lead to further and more
general prisoner releases by your side
and to such other humanitarian acts as
a list of names of prisoners, permission
for all prisoners to correspond with
the families, and release of sick and
wounded prisoners.”

The Rising Toll in Vietnam

m Saigon, July 3 — Officials of the
U.S. Command report that 241 Ameri-
cans were killed in Vietnam last week
and 1,674 were wounded. These fig-
ures bring total U.S. combat casualties
since 1961 to 36,866 killed, 236,563
wounded, and 1,331 listed as missing
or captured. Another 6,100 Americans

U.S. MILITARY
DEATH TOLL

1969 DEAD Q-H.-b_ﬂ

TOTAL DEAD

have died trom so-called non-hostile
causes such as accidents and illness.
South Vietnamese losses for the week
are put at 446 killed and 804 wound-
ed, bringing their death toll for the
war to 81,715. An estimated 523,552
Communists have been killed during
the same period. (Since the war talks
began in Paris nearly 14 months ago,
14,252 Americans have died on South
Vietnam’s battlefields.)
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'TIS PASSING STRANGE

m CamPUS violence must be regarded
as a reaction to ‘“‘coercive pressures,”
explained the department of higher
education of the National Council of
Churches early in June. “We believe,”
the “religious” seers of N.C.C. con-
cluded, that: “God is in some way
present in the midst of these move-
ments, and we would be prepared to
see in them His creating of a new
order.”
m Burglars broke into a house in Tel
Aviv a week ago and took away the
sum of $20,000. The house belonged
to the town’s best-known beggar.
m Juan Sigler, who has been a barber
for thirty-two years, announces the
closing of his shop in Key West,
Florida. “It’s the long hair, the new
style,” explained Mr. Sigler. “There’s
no hair to cut. There’s no business.”
The more enterprising management
of a shoeshine shop at Harvard Square
in Cambridge, Massachusetts, having
long catered to college students who
wore shoes, has decided not to close
its doors even though faced with de-
clining business brought on by now
shoeless students. The management
hopes to capture the patronage of the
barefooted and sandaled “scholars”
with the help of a newly erected sign
in the front of the shop: “Feet washed
and toenails polished, $1.50.”
m Councilman Joseph Bulgo of Wai-
luku, Hawaii, was concerned when he
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found a dead snake in the county
stable recently. Hawaii is not supposed
to have snakes. Mr. Bulgo, concluding
the serpent had been shipped to Maui
in a bale of hay, turned to director of
the Honolulu Zoo Jack Thorp, who
identified the snake as a young racer,
used in legendary rainmaking rites.
Zoo director Throp says that “to in-
duce rain you must take off all your
clothes and dance around the yard,
waving the snake over your head.”

m Veteran correspondent Richard
Hughes, remembering how many for-
mer colonies around the globe had
been catapulted into “freedom™ by
often innocent and ignorant “Liber-
als,” made a point which should be
“indelibly written in the thoughts of
starry-eyed idealists” when he wrote in
Asia Magazine earlier this year: “In an
imperfect world, innocence is as dan-
gerous asignorance, and a combination
of both is fatal.”

m Police officers in Chicago spent
hours last Monday searching for three
lost children. They found them in a
local movie house, watching a film
called Support Your Local Sheriff.

m Cartoonist Al Capp recently urged a
Senate subcommittee currently prob-
ing national violence to view the cam-
pus disrupter as the absurd creature he
is. As Capp put it: “When he has a
tantrum, slap his fanny. When he
throws a fit of temper, lock him up
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until he cools off.” The cartoonist,
tired of hearing that the rampaging
students are the brightest ones on
campus, continued: “They may be
bright enough to get high marks in the
never-never land of the classroom, but
once they step into real life they’re
not bright enough to know that if you
hit a cop with a brick he’s apt to hit
you back. They are bright enough to
know that serving in the army is a
drag, but they are not bright enough
to know that if their fathers had been
as bright as they are, they themselves
would have been baked in ovens.”

m Secretary of State William P. Rog-
ers reported Tuesday that President
Nixon would discuss increased trade
possibilities when he visits Communist
Romania early next month, as he
stressed that the Administration’s pol-
icy toward expanded East-West trade
was “sensibly to liberalize it.”

“We think that the present law
[The Export Control Act of 1949]
does permit considerable liberalization
of trade,” continued the Secretary,
“and, if we find that in our discussions
with Eastern European [Communist]
countries it is in the best interests of
the United States to increase trade,
then we can ask for legislation that
would give them [Communist nations]
most favored nation treatment.”

m Sp. 4-c Joseph P. Holmes of Orlan-
do, Florida, decided to pick up three
hitchhikers who flagged him down on
the road to Brussels one day last week.
The three were four-star generals, on
their way to a meeting of the North
Altantic Treaty Organization in Brus-
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sels when their helicopter broke down.
General Lyman Lemnitzer, the retiring
supreme allied commander in Europe,
Air Force General Horace M. Wade,
and British Army General Robert M.
Bray, rode to S.H.A.P.E. headquarters
at Casteaux in Holmes’ small sedan.
When their driver asked them for a
note to explain the delay to his supe-
rior officers, they instead posed with
Holmes for a photograph.

m In a letter to the San Francisco
Chronicle on June thirtieth, Basil
Gladieux wrote, “Dear Editor: Ac-
cording to ‘Bob Considine’s Column’
in the Sunday June 29th issue of the
paper, the State and Defense Depart-
ments are embarked on a ‘mission of
mercy’ to call on the families of
servicemen who are ‘missing’ or are
‘prisoners of war’ held by the Viet-
cong. The purpose of these calls is to
assure the families that their loved
ones have not been forgotten. I am
wondering if in their magnanimous
efforts they have included the families
of the 954 American Gls who are still
prisoners of war from Korea. Wanna
bet?”

B An advertisement appeared early
this month in a St. Louis newspaper,
offering an unusual automobile for
sale: an “automatic hardtop vehicle —
with beam ceiling and fireplace.”

® A circular mailed last week by a
public relations firm in London, to the
Priory of Augustinian Canons in Guis-
borough, was returned to the sender
with the notation: “Gone away. The
Priory was dissolved by King Henry
VIII in 1540.” —MPW. m =
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CORRECTION, PLEASE!

ITEM: From President Nixon’s message on foreign aid in the Congressional

Record for May 28, 1969:

There is a moral quality in this nation that will not permit us to close our
eyes to the want in this world, or to remain indifferent when the freedom and
security of others are in danger . . . . Qur record of generosity and concern for
our fellow man, expressed in concrete terms unparalleled in the world’s
history, has helped to make the American experience unique. We have shown
the world that a great nation must also be a good nation. We are doing what is
right to do.

CORRECTION: As was to be expected, a number of Republican
Congressmen fawned over the President’s remarks. Illinois Republican Harold
R. Collier, however, had the courage and integrity to discuss some of the
dangers of the foreign aid scheme. Congressman Collier noted that, for a
nation plagued with the serious fiscal problems the United States faces, it is
economic suicide to continue to pour money down the foreign aid rathole.

He observed that as of December 31, 1967, our national debt was over $345
billion, and that “one half of our indebtedness represented total foreign aid
from 1946 to 1968 plus the interest we had fo pay to borrow the money
before we could give it away. The interest on the public debt of the United
States for fiscal 1970 will be $15,958 million. One half of this became
necessary because of our past foreign aid expenditures plus interest.”
(Congressional Record, May 28, 1969, p. H 4253.)

Last September Mr. Nixon made the following campaign statement at the
American Legion National Convention: *I say there should be no increase in
trade as far as strategic items are concerned that might increase the war
making capability of the Soviet Union or other communist countries. And
there should be no aid and no credits of any kind with any country, including
the Soviet Union, that aids the enemy in North Vietnam.”” However, there is
not one word in Mr. Nixon’s foreign aid message about cutting off funds for
Communist countries, or from any nation doing business with Communist
North Vietnam. This alarming omission may be what prompted Congressman
Collier to point out:

“Among the nations that have received a tremendous amount of assistance
is Communist Yugoslavia, which has benefitted to the extent of
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$2,633,100,000 . ... We contributed $7,394,000,000 to the United King-
dom; that nation carries on trade with Communist North Vietnam and
Communist Cuba, our enemies. Other nations that trade with our enemies are
Italy, the recipient of $5,329,100,000 in aid from us; West Germany and
Japan, each of which received over $3,500,000,000; the Netherlands, which
got $2,052,700,000; and Norway, which received $1,132,400,000 ...."

Henry Hazlitt, the internationally respected economic journalist, wrote an
excellent article debunking the foreign aid fiasco in The Freeman for
February, 1966. In that commentary he observed: “We sometimes hear it said
by American advocates of foreign aid (.. .and a@lways by the Communists)
that the U.S. has got great advantages out of its foreign aid program . . . . We
must give part of our goods away, or give foreigners the dollars with which to
buy them, to keep our factories going and to maintain full employment. This
program was even necessary, according to the communists, to *postpone’ the
‘inevitable collapse of capitalism.” ” Hazlitt establishes in some detail that all
of this is “unmitigated nonsense.” But isn’t it interesting to note the concern
manifested by the International Communist Conspiracy in “our” foreign aid
program? One does not have to look very far for the reason. In 1944 Earl
Browder, at one time the top man in the Communist Party, U.S.A., wrote a
book called Teheran: Our Path In War And Peace in which he urged:

*“America can underwrite a gigantic program of the industrialization of
Africa, to be launched immediately at the conlcusion of the war.” Browder
did not limit his suggestion to Africa: “Our [the United States] government
can create a series of giant industrial development corporations . . .and set
them to work upon large scale plans of railroad and highway building,
agricultural and industrial development, and all-around modernization in all
the devastated and undeveloped areas of the world.” Stalin said the same
thing, that same year, in his book Marxism And The National Colonial
Question. American foreign aid began in 1945, along these very lines.

In 1955 the butcher of Budapest, Nikita Khrushchev declared: “Some of
the more canny bourgeois leaders say now that the capitalist countries should
increase economic aid to the underdeveloped countries. This is not a bad idea.
Let the capitalist countries render them such assistance.” Communist
journalist Victor Perlo, writing in The Worker for November 19, 1964, stated
that the Communists look with favor upon “‘substantial foreign aid to basic
industrial development in Asia, Africa and Latin America.” This is precisely
what our foreign aid has been used for over the past two decades.

Thus, rather than “doing what is right to do,” as Mr. Nixon piously
intones, the President is in reality praising a giveaway scheme designed by the
Communists to bankrupt the United States and to socialize the world. Let’s
end foreign aid, now! —W.ED. m m
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REPORT!

THE FEDERAL RESERVE SYSTEM

# ON December 7, 1968, something
happened in Minnesota, so dumb-
founding, so important, and at the
same time so simple and obvious, that
it overshadows even the legendary
revelation that the emperor wore no
clothes. On that day, in that state, a
trial jury unanimously declared the
Federal Reserve Act illegal.

No, Virginia, “Federal Reserve” is
not a brand of bourbon — though a
case of it can cause delirium tremens
of the economy. As in our own.

What is money? Money, as you
know, is used as a medium of ex-
change. To qualify, whatever is used
must have intrinsic value — as do sea
shells for decorative purposes, and
cattle for food — simply because its
success as a medium demands that it
be valued; because people won’t long
accept something without value as a
measure of value; because something
without value will not be sought. And,
for the same reason, it must be com-
paratively scarce. Grains of sand would
not succeed, for example, as a medi-
um, since an infinite amount is avail-
able to all.

Money appears even in primitive
economies to eliminate the problems
of the barter system . ..such as how
to exchange apples and avocados. It
provides a common measure of value.
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What part, then, in a sensible mone-
tary system, should paper play? It
should be only what it was introduced
to be: nothing but a financial shortcut
and a convenience. The use of paper in
finance is a fairly modern practice.
Before paper, the money alone was
exchanged, which in modern econo-
mies has always been a combination of
precious metals, preeminently gold.
“Men seldom make passes at girls who
wear glasses,” according to Dorothy
Parker, but this often doesn’t apply,
even to bifocals, if the girl wears
enough gold. And one can’t build a
self-respecting palace without it. So
gold is valued for itself. It is scarce,
malleable, easily stored and divided.

But with the growing complexity of
Renaissance business transactions, it
became difficult and impractical phys-
ically to transfer growing quantities of
gold. So, more and more, gold owners
began to rely on the goldsmiths. These
were the artisans who fashioned the
gold; and, since they always had some
on hand, they also had vaults in which
they stored it. More and more, the
gold owners stored their own gold in
these vaults, in recognition of which
the goldsmith gave them a receipt.

The gold owners introduced a pro-
found, financial innovation when they
began to exchange not the gold but
the receipts for it. Such receipts gradu-
ally became paper currency.

Of course, nobody was so silly as to
believe that the paper was the money.
Paper, according to the dictionary, is
paper — which we may not like but is
the way things are. Everybody old
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enough to wear a peruke knew that
the money the gold — was in the
vault; that the only purpose of the
paper was to prove it; that the paper
was only the title to the money — and
that whoever held the title had the
right to exchange it for gold.

The paper was not and could not be
the money, just as a receipt for any-
thing else — for some furniture you
store in a warehouse, say — obviously
isn’t the thing you hand over; just as
your personal check isn’t money, but
an order to deliver money. The person
to whom you give it doesn’t keep it,
but presents it to your bank which
pays him from your account.

It was a convenient system, but has
been the victim of abuse. Some gold-
smiths began not only to lend the gold
in their vaults (which did not belong
to them) to others at interest, but also
to lend receipts at interest for gold
which was not in their vaults, and did
not exist. In other words, abusing the
financial shortcut of paper, they began
lending money they did not have and
which did not exist — in order to earn
the profit called interest — simply by
pretending that they had it and that it
did exist; simply by writing a receipt
which said so. They were creating
phony credit. And, from time to time,
goldsmiths, and, later, bankers, found
doing this were shot. “Runs” on banks
would occur when such fraud was
suspected; runs by paper holders de-
manding the money — the gold
which the paper said they owned; runs
where depositors were in competition
to withdraw their deposits because
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they all realized that there was not
enough gold in the vaults to satisfy all
the claims to it written on the paper,
and that the losers in the “run” would
be left with paper and nothing more.
Your creditors do the same — compete
with each other for your remaining
cash — when they suspect you are
going broke.

They realized in short that the
bankers had lent them use of a non-
existent property — a variation on the
hallowed con game of selling the
Brooklyn Bridge.

All of us remember that the paper
used during our War for Independence
was “not worth a Continental.” After
World War I, Marxist conspirator John
Foster Dulles imposed on Germany
the ruinous war debt which Woodrow
Wilson had promised to reject, and the
fiat paper the Weimar Republic print-
ed to pay it became so worthless that
workers would literally run to the
factory gates with their pay, so that
their wives could run with it to the
markets before the prices changed.
Indeed, when the Marxist conspiracy
finally seized Russia, the conspirators
deliberately destroyed the people’s
wealth, by printing as many paper
rubles as they could, in factories con-
verted for the purpose — and they did
so of course to enslave the people by
making them dependent on the dicta-
torship. The commissar running the
program would regularly boast to his
colleagues about how many millions in
paper he had printed. As in the Wei-
mar Republic, the price of the cheap-
est item was in the millions. If mem-
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ory serves, it was Lenin himself who
said that the best way to destroy a
country is to “debauch its currency.”

The debates show that our Found-
ing Fathers were very suspicious of
paper currency. Indeed, they did what
they could to forbid printing it here.
In Article I, Section 8 of our Constitu-
tion, they delegated to Congress power
“To coin Money, regulate the Value
thereof, and of foreign Coin....To
provide for the Punishment of coun-
terfeiting the Securities and current
Coin of the United States....” And
in Article I, Section 10 they wrote:
“No State shall . . .coin Money; emit
Bills of Credit; make any Thing but
gold and silver Coin a Tender in
Payment of Debts; pass any ...Law
impairing the Obligation of Con-
tracts....”

Observe their hostility even to pa-
per that might at first be fully backed.
They were trying to prevent the devel-
opment of the paper racket here.

But, in 1912, Woodrow Wilson was
elected President — which brought to
power his puppeteer, Colonel Edward
Mandell House. House was by far the
most influential presidential advisor in
history. At the time, people wondered
publicly who was really running the
government: the man they had elect-
ed, or his mysterious advisor. It was
House who chose Wilson’s Cabinet —
as he had earlier chosen Wilson him-
self. At the first Cabinet meeting, for
instance, Franklin K. Lane had to tell
Wilson as follows: “My name is Lane,
Mr. President. 1 believe 1. am the
Secretary of the Interior.” Wilson had
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never met him and was probably won-
dering who he was.

The man who had such shattering
control of our government was already
a systematic Marxian Socialist. We can
be absolutely sure of this because he
said so. In the fall of 1912, House
anonymously published his book
Philip Dru: Administrator: A Story of
Tomorrow — in which he advocated “a
comprehensive system of state owner-
ship,” and the “leveling of wealth.”

Indeed, House wrote that what he
wanted was “Socialism as dreamed of
by Karl Marx.”

In the Communist Manifesto, as
you will recall, Marx had demanded a
graduated income tax — as essential to
the creation of a Socialist State. So,
House imposed a graduated income
tax on the American people.

In the Communist Manifesto, Marx
demanded an inheritance tax. So,
House gave us one of those.

And Point Five of the Communist
Manifesto demands as follows: “Cen-
tralization of credit in the hands of the
State, by means of a national bank
with State capital and an exclusive
monopoly.”

Why would the Conspiracy for
which Marx was the front man want
that?

Well, they were and are trying to
create a dictatorship, aren’t they?
They say so. They call their dictator-
ship the “dictatorship of the proletar-
iat.” And the essence of dictatorship is
of course centralized control — control
in the hands of the dictators running
it. And dictatorship deserving the
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name must take control of its victims’
money.

So, in Philip Dru, House advocated
a new banking law ‘“‘affording a flexi-
ble currency, bottomed largely upon
commercial assets, the real wealth of
the nation, instead of upon debt, as
formerly.”

In other words, the value of the
currency would change whenever the
conspirators felt like flexing it. No
longer would paper be the proof that
the person issuing it owes the person
taking it an exact amount of gold.
Now, currency would be issued on the
basis of how much wealth the conspir-
ators said was in the country.

House held meetings with various
financiers. Indeed, writes George Syl-
vester Viereck (The Strangest Friend-
ship In History, New York, Liveright,
Inc., 1932), at a dinner arranged
by banker J. Horace Harding,
House “convinced the financial over-
lords that the Democratic donkey,
with Wilson in the saddle, would not
kick over the traces.

“House did not disguise or conceal
from Mr. Harding’s guests Wilson’s
desire to accomplish certain financial
reforms along sound principles ac-
cepted by the bankers themselves. The
Colonel’s words smoothed the turbu-
lent waters . . .. The Schiffs, the War-
burgs, the Kahns, the Rockefellers, the
Morgans put their faith in House

.. .. [Italics added.]

And on December 23, 1913
when Congressmen and their constitu-
ents were getting ready for Christmas

Woodrow Wilson signed the Federal
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Reserve Act, which established the
Federal Reserve System. As usual,
House appointed the first members of
the Federal Reserve Board.

Now, why would these billionaire
financiers “put their faith in House™?
Why would they welcome this demand
from the Communist Manifesto?

Suppose for instance that a man
gives you a note in the form of his
personal check, in payment of a bill he
owes you. His check, of course, is
simply a piece of paper — a message
ordering his bank to pay you money.
If there is no money in his account his
check will bounce, and you will reach
for your telephone and call the police.

So, suppose the man somehow gets
control of the police — as gangsters
periodically do even in some American
towns, and in country after coutry
around the world — writes the same
rubber check and says you must ac-
cept it; says it is now “legal tender,”
and that there is no need to send the
check to the bank. Now you are the
victim of a typical gangster charade,
comparable to the “protection™ racket

in which the gangster “sells” protec-
tion from himself. Again you reach for
your telephone to call the police but
you realize that the gangster controls
the police. You realize there is nothing
you can do. But of course you are
unhappy. You have very obviously
been robbed. Your “customer” be-
comes afraid you will stop producing
things for him to “buy.”

So, suppose one of the man’s part-
ners begins to issue interest-bearing
“bonds” — which the man pretends to
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buy with the same rubber paper. The
illusion of a genuine transaction has
been created; the illusion that there is
something behind the paper. The man
says his rubber paper is now “flex-
ible,” that it is “bottomed largely
upon commercial assets, the real
wealth of the nation, instead of upon
debt, as formerly.” But you stil
haven’t seen any money — any gold.

It would still be robbery, of course,
robbery of a fancy sort: the sort you
would expect if the man had been to a
fancy “Liberal” school. So you
wouldn’t call it robbery, but the “Fed-
eral Reserve System.”

Some writers criticize the System,
saying it is “‘private”; that it gives a
gang of “private” bankers control of
our finances. But the truth is exactly
the reverse. The problem is exactly
that they are not private. And they are
not bankers. They are just another sort
of government bureaucrat with the
power of the gun. If they really were
private — if they lacked that power -
they would not be able to force you to
accept their rubber “money.” They
would not be able to make it legal
tender. Indeed, they would probably
be arrested and charged with fraud.
But since the Reserve “bankers” do
have the power of government which
therefore also has them — they are just
about as “private” as the industrialists
under Hitler.

And the System has been very
profitable — for the bureaucrats.
Whenever the bureaucrats want more
“money,” they simply “sell” them-
selves government securities and print
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it for themselves. They borrow money,
which is fine — as long as the collateral
you pledge exists. And they lend
“money” at interest, millions and bil-
lions, which is perfectly all right — as
long as you have the money you claim
to be lending.

That is why some financiers joined
forces with House: because the Con-
spiracy fronted by Marx wants control

- as Marx said to conceal which

they talk of “impoverished masses.”

Some writers defend the System,
saying it has been run by “honorable
men.”” But, even if true, this is totally
irrelevant. The most honorable man in
the world can’t produce sound finance
using paper without backing — and
ours, as you know, is now completely
unbacked — because he has no objec-
tive way of knowing how much to
issue. If gold is behind it, he does.
Paper can’t be money because it is
limited in intrinsic value and almost
unlimited in supply — so the “honor-
able men” print more and more.

Observe that the period since the
creation of the Federal Reserve Sys-
tem has been marked by unprecedent-
ed economic instability, by boom and
bust, by recession and depression
and that your dollar buys less and less.
This is because the more money there
is, the less it is worth; because, after a
while, people begin to realize that
funny money is exactly that. And the
money managers — even the “honor-
able men™ — contract the credit as the
“solution™; to “cool off the econo-
my,” which of course intensifies the
crisis of confidence. It was exactly in
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this way that the Federal Reserve
Board caused the 1929 depression.

Indeed, the phony “bankers” are
using the Federal Reserve System to
impose the dictatorship Marx wants;
because of course the phony “bank-
ers” are among the dictators. Dictator-
ships are run of course not by “impov-
erished masses” — or small depositors

but by dictators, people at the top,
such as the phony “bankers.” Observe
that the conspirators imposed the Fed-
eral Reserve System by claiming that
the stable system it replaced was some-
how unstable. And the new System
created an instability which they regu-
larly *‘solve™ with more government
controls. For instance, it was the 1929
depression which they *‘solved” with
the New Deal. It was the emergency
they had caused with government con-
trols, which they used as the excuse to
impose even more controls.

For instance, on June 20, 1969,
William McChesney Martin Jr., Chair-
man of the Federal Reserve Board,
told a meeting of the American Bank-
ers Association in Copenhagen that if
necessary he favors a credit freeze, an
even higher surtax, and “forced sav-
ings” to bring inflation under control.
Indeed, he apparently advocates every-
thing but abolition of the Federal
Reserve System which is being used to
cause the problem.

“We’re going to have a good deal of
pain and suffering before we can solve
these things,” Mr. Martin said. And,
you better believe it.

Exactly what it means, I don’t
know, but Associated Press also re-
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ports as follows: ‘“Newsmen asked
Martin after his talk to the bankers
how a U.S. government could exact
forced savings from the people. He
replied by citing an experience he had
in the Soviet Union. He said he asked
Soviet officials how they would pay
for a huge hydroelectric dam and they
told him they simply would take it
from the people.”

For the record, John M. Lee, who
was there, did not report this to his
readers of the New York Times. Or
maybe he did, and his copy editor
removed it. It i rather difficult to
print to fit.

And this brings us to a place appro-
priately named Credit River, in Min-
nesota. It brings us, in fact, to attor-
ney Jerome Daly and Justice of the
Peace Martin V. Mahoney. On May 8,
1964, Daly borrowed $14,000, se-
cured by a mortgage on real property,
from the First National Bank of Mont-
gomery, Minnesota, a member of the
Federal Reserve Bank of Minneapolis,
and, for three years, he made the
payments. Then he stopped, and the
bank naturally acted to recover the
property. Two judges were disqualified
by affidavit of prejudice, one by Daly,
the other by the bank. A third judge
refused to handle the case. And on
December 7, 1968, pursuant to law, a
jury heard it in Credit River, in the
court of Justice of the Peace Mahoney.
Daly argued, and Lawrence V. Morgan,
the bank’s president, agreed, that the
bank had manufactured the $14,000
lent to Daly simply by making an
entry in its books. Daly said that
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therefore no consideration was in-
volved — in essence, that the bank had
not lent him any money.

And the jury unanimously agreed
thereby finding the base of the Federal
Reserve System illegal — after which
Mahoney ruled that the bank could
not recover. “Only God can create
something of value out of nothing,”
said his Honor — and, at last word, the
System’s claims do not extend that
far.

There is more. Pursuant to Min-
nesota law, the bank filed for appeal
within the stipulated ten days, sub-
mitting the stipulated two dollars to
Mahoney. But the “two dollars” they
submitted were Federal Reserve notes
— bearing serial numbers L1278283C,
issued by the Federal Reserve Bank of
San Francisco, and 180410697A, is-
sued by the Federal Reserve Bank of
Minneapolis — and the judge refused
to accept them and denied the appeal.
“These Federal Reserve Notes are not
lawful money within the contempla-
tion of the Constitution of the United
States and are null and void,” said his
Honor. ‘“Further the Notes on their
face are not redeemable in Gold or
Silver Coin, nor is there a fund set
aside anywhere for the redemption of
said Notes.”

The Judge ordered a hearing for
January 22, 1969, notice of which was
served on a bank official, so that the
bank could try to prove that the notes
are lawful money, issued in conform-
ity with the Constitution of the
United States.

Nobody showed up.
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[ talked with bank president Mor-
gan and bank attorney Theodore R.
Mellby. Both said that if Daly has his
way ““our economy would be wrecked.”
But it is fair to say that they did not
explain why. Why would our economy
be wrecked if our money were gold
and silver coins — with which the poli-
tician-bankers could not tamper?

Morgan wryly observed that Ma-
honey’s court is a combination of
saloon and grocery. Mellby said “we
can’t carry around silver bullion,” and
that the Constitution is a “living docu-
ment,” an idea which is slowly causing
its death. “The Constitution even for-
bids paper currency,” he said. He cited
a decision of the Eighth Circuit Court
of St.. Louis (Bernard E. Koll v.
Wayzata State Bank, 19080, July 5,
1968), in which the Court called
Daly’s goal an ‘“‘unreachable quest.” A
district court in lowa has issued a
permanent injunction, says Mellby,
forbidding Daly “‘ever again to raise
the issue in an American court,” which
I, for one, do not understand. The
current case will be reheard in July, in
the first judicial district of Minnesota,
he says. And he mentioned a contempt
citation for Judge Mahoney, who is
refusing to surrender the deed and
mortgage.

The current case is a climax in a
ten-year battle by the Daly forces,
who are trying to get the issue to the
U.S. Supreme Court. Let us all hope
they succeed. That would probably be
a good way to test the purported
conservatism of Justice Warren Earl
Burger. — ALAN STANG m ®
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"ANALYSIS

NO HIDIN’ PLACE

Went to the Rock to hide my face,
Rock cried out, No hidin’ place.

Negro Spiritual
m THE cataclysmic hypothesis under
which the black lunatic fringe has
striven for instant salvation by release
from white restriction and domination
in the extreme form of physical sepa-
ration continues sporadically to oper-
ate.

Currently it finds outlet through
the Republic of New Africa, a gaggle
of violent extremists who have revived
a version of the old Self-Determination
for the Black Belt which the Sixth
Congress of the Third International
brought forward in 1928 in Stalin’s
bid for Negro support. The bid fell as
flat as a pancake, as has the bid of the
Republic of New Africa. Almost no
sensible Aframericans relish talk of
segregation, either at home or abroad

especially in the violent manner
proposed by the R.N.A. and their
Black Panther associates.

Even before the Revolutionary War,
some free Negroes in Rhode Island
sailed back to Africa, even as some
“returned” to the Dark Continent
from Bahia in Brazil. During the per-
iod from 1816 to the Civil War, some
ten thousand freedmen of the Ameri-
can Colonization Society were assisted
in emigrating to West Africa by inter-
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ested whites who from social or hu-
manitarian reasons felt there was slight
future in the United States for free
Negroes. This view was held even by
Abraham Lincoln. But apparently it
was held by few of the half-million
blacks who were free on the eve of the
Civil War.

Since that time, as Negroes have
learned more about Africa and experi-
enced a well-being unknown elsewhere
among blacks or whites, agitation for
instant separation has died down. And
when an American colored person
speaks of his homeland, he is not
talking about Africa but about South
Carolina, Tennessee, or Mississippi.
The rarest thing outside America is to
find a black U.S. expatriate without
his American passport. In a lot of
world travel, | have found none.

On the eve of World War I, an
Oklahoma black calling himself Chief
Sam led a shipload of the simple-
minded astray to Liberia and inevita-
ble suffering and disillusionment.
Then, after World War I, the Jamaican
black, Marcus Garvey, came to the
American fleshpots and organized the
Universal Negro Improvement Associa-
tion and African Communities League
with the “Back-to-African™ slogan
which split the ears of the black
groundlings, mostly West Indian ex-
patriates. Like the present-day escapist
crop, everything was painted black.
There was a Black Star Line, Black
Cross Nurses, and a black Virgin Mary.
All this was followed by black disaster,
as Garvey was nabbed and jailed for
fleecing his followers, and later de-
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ported to his native Jamaica where,
having no indigenous following, he
promptly left for London and a more
plentiful crop of suckers.

Coincident with the decline of the
infantile paralysis of Garveyism, there
arose the 49th State Movement which
appealed to the ever-present lunatic
fringe of instant salvationists by pro-
posing that a new state be created for
Negroes. No name was mentioned for
it (although many possible ones sug-
gested themselves — none complimen-
tary). Presumably it was to be located
in the sparse-settled West, in lands
largely populated by jack rabbits. The
founders of this movement without
membership were two Chicago law-
yers, one a West Indian.

Despite the vast increase in mental
institutions, there are still thousands
of these racist segregationists loose,
which accounts for the spread of the
Black Panthers and the Black student
and teacher groups on hundreds of
campuses — bandits, vandals, and ar-
sonists all. Their patron saints are Che
Guevara, Frantz Fanon, Eldridge Cleav-
er, and that veteran Communist revo-
lutionary, Robert F. Williams the
fugitive kidnaper from Monroe, North
Carolina. Williams, formerly in Havana
broadcasting for Castro, went to the
more luscious fleshpots of Peking, and
was last domiciled in Dar es Salaam,
hard by Red Zanzibar.

Comrade Williams® chief claim to
ill-fame is that he is editor of The
Crusader (which sparkplugs violent
revolution among American Negroes),
and was recently elected President of
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the Black Republic of New Africa at a
Detroit gathering of Black Powerites.
Some of these “leaders” were already
under indictment or sentence for plan-
ning assassination of moderate black
leaders, blowing up national monu-
ments, or masterminding the gutting
of department stores. Interestingly, in
the Twenties there was another Cris
sader — that one edited in New York
by Communist Cyril Briggs, then head
of the first Negro Communist Front,
the African Blood Brotherhood. Ap-
parently this is a case of literary
inheritance.

The difference between The Cru-
sader of Briggs and The Crusader of
Williams is that the former was sub-
sidized by Moscow and the latter is
bankrolled by Peking. Another differ-
ence is that the former rather timo-
rously advocated the overthrow of the
American Government by force and
violence while the latter gives explicit
instructions on guerrilla warfare, man-
ufacture and/or theft of weapons from
U.S. arsenals, subversion in the Nation-
al Guard, burning of forests and coun-
tryside, destroying fire hydrants,
wrecking telephone exchanges and
power lines, killing of key people, and
wholesale incendiarism.

In sum, the latest angle to the
cataclysmic hypothesis is not the at-
tainment of instant salvation by physi-
cal separation from whites but the
physical destruction of whites and all
of this civilization. Some of the less
violent of these black agitators, still
seeking escape, have taken a leaf from
the old Communist “Self-Determina-
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tion for the Black Belt” and demand
that the Republic of New Africa be
composed of Alabama, Georgia, Loui-
siana, Mississippi, and South Caro-
lina . . .as a beginning. This lends sig-
nificance to frenzied efforts to capture
county offices in those states, subsi-
dized by Northern white funds and
foundations which also recently
backed more large-scale efforts in
Cleveland, Gary, and Los Angeles. In
anticipation of further trouble-making,
the Communists in New York have
decided to run a Negro nonentity as
mayor in the forthcoming election in
opposition to the incumbent John V.
Lindsay, the Liberal Republican who
has reduced the city to a shambles.

Approving these incendiary plots
and strategems are those rivals, the
Black Muslims and the Malcolm X
Society, and a spate of associations,
clubs, and cells across the country —
all named “Black” or “African™ and
aimed at terrorizing not only the
whites but also the blacks who do not
go along with the murderous program.
There is a sinister similarity between
what is going on here and what went
on in Kenya by the Mau Mau and in
Rhodesia by the Zimbabwe movement
before it was suppressed.

Back in 1964 at the national con-
vention of the Congress of Racial
Equality in North Carolina, it was
decided to switch from the more
spectacular extremist tactics to inten-
sive work inside the Negro communi-
ties to subvert governmental institu-
tions and activities: ie.,, to make a
little Yenan out of every ghetto.
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Others followed suit, including the
Southern Christian Leadership Confer-
ence and its alter ego, the Communist
Southern Conference Educational
Fund. The former gained prestige with
its occupancy of the nation’s capital
while Johnson dolefully looked on;
the Fund masterminded the Louisville
riots and sought to disrupt the Ken-
tucky Derby.

Since that time the criminal insane
have been mobilized into gangs terror-
izing both black and white neighbor-
hoods, grammar schools, high schools,
and colleges — and demanding diplo-
mas as honorary graduates, even
though illiterate.

What started out as a move to
escape the oppressive whites has been
escalated into a move to keep whites
from escaping blacks! These criminal
elements are not just talking revolu-
tion but are fomenting it in collaborat-
ing with the Revolutionary Action
Movement, the Socialist Workers Par-
ty, the Students for a Democratic
Society; and, at a more respectable
distance, by the Congress of Racial
Equality, the Student Nonviolent Co-
ordinating Committee, and the South-
ern Christian Leadership Conference.
It was the venerable Gus Hall, Execu-
tive Secretary of the Communist Par-
ty, who said at the time of Dr. King’s
Chicago “non-violent” imbroglio that
the time had come for the civil rights
movement and the working class
movement to become one.

With a little contemplation it be-
comes clear that what seemed incom-
prehensible is explainable on escapist
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grounds. Youngsters who marched
around in exotic dashikis and foot-high
bushes of hair, and chanted *“Black is
beautiful . . .it’s so beautiful to be
Black,” while tom-toms rumbled and
rattled, punctuated by choruses in
newly-learned Swahili, were symbol-
ically escaping from the white folks.
The riotous assemblages, the invasion of
churches and college offices demanding
astronomic reparations for centuries of
slavery (African kings who initially sold
them being exempted, of course), the
demands for unearned diplomas as
status symbols — all are expressions of
the cataclysmic hypothesis which has
so shocked the unready and unpre-
pared white power structure.

Ironically, the little black Yenans
harboring these pathetic little minor-
ities led by their scheming, sinister Sor-
cerer’s Apprentices face the awful pros-
pect of dwindling in size. In late Octo-
ber an Associated Press report out of
Washington, D.C., noted that the gov-
ernment was finding a substantial exo-
dus of both white and black workers
out of the worst stum neighborhoods in
the nation’s hundred largest cities,
along with improved economic condi-
tions for those remaining. In the preced-
ing three months about 300,000 work-
ers had left the poorest slums for better
urban and suburban towns.

Four months after this report, a
New York Times investigator told of
the dramatic drop in Negro migration
to the large cities. He quoted Dr.
Herman Miller, chief of the Populatior:
Division of the Bureau of the Census,
as saying: “One of the things that has
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happened since the riots is that the
rate at which whites are leaving the
city has accelerated sharply . ... The
rate at which Negroes are moving into
the central cities decreased even more
dramatically.” While George Sternieb,
economist of Rutgers University, con-
cluded that “whole areas of hard-core
slums are becoming depopulated,”
leading to “‘blight and abandonment.”

Thus, the black revolutionary strat-
egists talking glibly of Black Power are
finding the chickens flying the coop in
the face of agitation, disorder, and
crime. The black masses like it no
more than the whites, and leave as
soon as they can. Being normal people,
all they want to escape from are the
bad environments for rearing families
and for decent living, This explains the
desperation of the black agitators now
seeking to foment racial incidents in
smaller towns and even villages, as they
see their notorious calling doomed to
ultimate failure. The nation’s news
media misinterpreted the actions of the
black lunatic fringe as symbolic of an
entire group of twenty million people
in every possible social stratum and
spread across the continent. Those
who knew and could have told them
differently were ignored. The big foun-
dations seem the last to learn —
they’re still trying to save the ghetto.

The big cities, despite vast expend-
itures of Government monies, are
doomed to go, and along with them
the breeding grounds of insurrection.
With a vanishing tax base and multi-
plying problems of congestion, trans-
portation, and pollution, they are rap-
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idly becoming anachronistic. Decen-
tralization and dispersal will continue,
and along with them some of the
urban curses will travel to the smaller
cities and towns. This is already hap-
pening. We are becoming rapidly over-
populated, with all the attending prob-
lems.

Borrowing from the apartheid pol-
icies of South Africa, Floyd D. McKis-
sick, former head of C.O.R.E., recent-
ly took an option on 1,810 acres in
Warren County, North Carolina, along
U.S. Highway One, an hour’s drive
from Durham, where the C.O.R.E.
convention in 1964 voted to concen-
trate on subverting the black urban
neighborhoods. Operating as Floyd B.
McKissick Enterprises, the former
spokesman for racial equality is now
promoting racial separatism. - With
straight face, the Tarheel lawyer de-
clared: “We do not intend to adopt the
white man’s racism. The black man has
been searching for his identity and des-
tiny in the cities. He should be able to
find it in the plains of Warren County.”

As usual with all of these big black
schemes, the “Goddam White Man™ is
expected to help push this apartheid.
Before it departed, the Johnson Ad-
ministration promised help in planning
and developing the jim crow commu-
nity, and the Nixon Administration
has promised the same. Planners from
Harvard, Columbia, M.L.T., and the
University of North Carolina have
promised expertise. It is estimated that
it will take ten years to build this
community of eighteen thousand. The
erstwhile militant leader plans other
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jim crow towns, so he is assured of
continuous nurture, doubtless with
foundation aid. This should satisfy a
lot of Negro escapists; also whites who
would bid them adieu.

However, there’s nothing “revolu-
tionary™ about it. As Richard C. Wade
has described in Slavery In The Cities,
during chattel slavery there were little
all-Negro communities on the outskirts
of several Southern communities.
Escapist colonies of fugitives from the
plantations were established in Ontario
before the Civil War and in various
parts of the U.S.A. afterward. Notable
ones are Mound Bayou, Mississippi;
Boley, Oklahoma; Lawnside, New Jer-
sey; and, at one time there were a
score. There were also all-white towns
where blacks could not light. Some
had signs reading, “Nigger Read and
Run. If You Can’t Read, Run Any-
how!” I recall an encouraging sign on a
hall opposite the Dothan, Alabama,
railroad station announcing: “En-
trance Ku Klux Klan Hall.”” This could
not have been appealing to black
tourists. However, in another Ku Klux
Klan-ruled town back in the mid-
Twenties the city had one of the most
up-to-date Negro hospitals and an ex-
cellent Negro school, with fire escapes
yet. There was, needless to say, no
integration.

Indeed, one hears the word ‘“‘inte-
gration” less and less these days. Actu-
ally, coloreds and whites are integrated
all day long in offices, factories, ho-
tels, restaurants, mills, and mines.
Only at eventide are they “segregated”

and that is becoming less and less so
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as blacks are acceptable in theaters and
other places of public accommodation.
Generally speaking, however, the
whole world over, ethnic groups pur-
sue their nocturnal way — separately -
whether in Kazakistan, Kentucky, or
the Congo.

There still persists among the black
extremists a wistful wish to get far
away from white civilization (just at
the time that all black governments in
Africa are seeking to get closer and
closer to it by loans, aid, credits, and
investment; and, that some of them,
like Ivory Coast and Gabon, have more
white residents than formerly). The
Peace Movement of Ethiopia, a back-
to-Africa group, has even had a bill
introduced in Congress, and now in
the Senate Foreign Relations Commit-
tee, to further the escape from white
culture and comforts.

About two years ago a group of
173 Chicago Negroes, calling them-
selves black Jews, settled on three
hundred acres of snake-infested jungle,
eleven miles from the town of Gtbala,
Liberia. Times are apparently tough all
around, even in Africa. More than fifty
of the emigrants have since returned to
the purlieus of Chicago before their
dough ran out and they became stuck
like the others. With daring originality,
the remainder, lacking needed tools
and equipment, replenished their van-
ishing money by operating a night club
and restaurant in Monrovia, the capital
where white capitalism flourishes.

It is amusing to learn that the
fugitive black agitator, Eldridge Clea-
ver, and several other Negro expatri-

30

ates in Havana — who fled to what
they supposed was freedom — are
learning what U.S. colored travelers in
the Caribbean learned about that me-
tropolis long before Castro came to
power. Cleaver is virtually confined to
his apartment. A Black Panther expa-
triate said: “We think there’s racial
discrimination in Cuba. It’s a peculiar
kind of racial discrimination. In some
ways its comparable to attitudes in the
United States. White Cubans have a
subconscious conspiracy to maintain
control of the island....We have
seen people here lagging in the revolu-
tion of the mind.”

Well, it’s an old story. This writer
detailed it in a long article in The
Pittsburgh Courier in July of 1948.
Then, even wealthy and prominent
colored, like the Commanding General
of the Havana garrison, were excluded
from all the numerous social clubs
around which all Cuban social life
revolves. They had had to organize
their own social club. There were two
carnivals, a colored and a white one.
Blacks could be motormen on street
cars but not conductors (who handled
the money). There were no discern-
ably colored clerks in the big stores.
And so it went. It was little different
in Puerto Rico and South America.

It is a brave American Negro who —
with education, money, and training
emigrates to Africa and its mare’s nest
of tribal animosities. He soon discovers
(as did many black Peace Corpsmen)
that there’s no hidin’ place; that Amer-
ica is the best place after all.

- GEORGE S. SCHUYLER B ®
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IN THE SUPREME COURT
STATE OF MINNESOTA
* Rk * %k * & %k * * % * *& & &k * & & & & NO.52088
Leo Zurn, w
Plaintiff, »
vs. * ORDER TO SHOW CAUSE WHY
First National Bank of Mimneapolis, * JEROME DALY AND
Defendant-Petitioner, * MARTIN V. MAHONEY
and " SHOULD NOT BE HELD IN

»

Roger D. Derrick, CONSTRUCTIVE CONTEMPT OF

Defendant. * THE SUPREME COURT OF THE
* k k k & & k& & & & * & & * * ¥ & & & STATE OF MINNESOTA
Leo Zurn, *

2

Plaintiff-Respondent,

vs. *

Roger D. Derrick, *

Defendant, *

and *

| Northwestern National Bank of *
Minneapolis,

Defendant-Petitioner.

* % kR & % Rk * k& & * * & k& * % * k& &

1. Pursuant to Motion of Petitioner Northwestern National
Bank of Minneapolis and based on the attached Affidavit of
Gordon G. Busdicker and all of the documents, pleadings and files
herein,

IT IS HEREBY ORDERED

2 Isr
that on the ¥Htx day of August 1969, at 2 p.m., Messrs. Jerome

Daly and Martin V. Mahoney shall appear before this Court to show
| cause why they should not be held in constructive contempt of

this Court as a resﬁlt of facts arising out of the above-captioned
action and set forth in the attached Affidavit of Gordon G.

Busdicker.
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2. IT IS FURTHER ORDERED that Messrs. Daly and Mahoney

shall be personally served with a copy of this Order and the
/6
attached Affidavit on or before August E, 1969.

DATED: August 12, 1969.

BY THE COURT:

/9/ ﬁ?ﬁgﬂ" 1. SHeeAn

©  Justice
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IN THE SUPREME COURT
STATE OF MINNESOTA
R P E E No. 42088
Leo Zurn, b
Plaintiff, »
vs. ®

Pirst National Bank of Minneapolis, * AFFIDAVIT OF FACTS

Defendant-Petitioner, * CONSTITUTING
and » CONSTRUCTIVE CONTEMPT
Roger D. Derrick, »
Defendant. .

LI B B B B B B A NN N B B B B BN B B B B

Leo Zurn, *

Plaintiff-Respondent, .

vs. .

Roger D. Derrick, *

Defendant, *

and s

Northwestern National Bank of *

Minneapolis, ;
Defendant-Petitioner.

L I B B B BT BN B B O B A A B B B B B R AN

STATE OF MINNESOTA:
COUNTY OF HENNEPIN: -

GORDON G. BUSDICKER, being first duly sworn on ocath, deposes
and says that:

l, I am the attorney for Northwestern National Bank of
Minneapolis (hereinafter "Northwestern"), defendant-petitioner in
the captioned proceeding.

2. On or about July 3, 1969, Northwestern was served with
a Summons and Complaint in the above-captioned action. The
Summons demanded an appearance by Northwestern on Friday, July
11, 1969, at 7:00 p.m, in the Court House of Justice of the Peace,

Martin V. Mahoney, in Credit River Township, Scott County, a




true and correct copy of said Summons and Complaint being attached
| hereto as "Exhibit A" and hereby made a part hereof. The
Complaint in said action sought a declaratory judgment as

what was sufficient legal tender in payment and discharge
alleged debt for service performed on an automobile owned by
Roger D. Derrick and also sought judgment that defendant-

| petitioner Northwestern, which had loaned money to Roger D.
%Derrick and was the holder of a conditional sales contract on
said vehicle, has no right, title, lien, inerest or mortgage on
| said automobile. The Complaint also sought a money judgment
against defendant Roger D. Derrick in the sum of $680.

3. Thereafter, defendant-petitioner Northwestern filed a
Petition for Writ of Prohibition with this Court. Upon motion
and after hearing, the Court, by the Honorable C. Donald Peter-
son, Associate Justice, issued an Order staying all further
proceedings in the Justice Court of Martin V. Mahoney, Justice
of the Peace, Township of Credit River, County of Scott, State
of Minnesota, until further order of this Court. Said Order
also quashed the Summons in the aforementioned action. Copies
of said Petition and Order are attached hereto as "Exhibit B"
and "Exhibit C", respectively, and are hereby made parts hereof.

4. Copies of said Petition and Order were personally served

on Jerome Daly and Martin V, Mahoney on the afternoon of July 11,

1969.

5. On July 11, 1969, contrary td the Order issued by the
Supreme Court of the State of Minnesota, and after service of
the aforementioned Ordes, Jerome Daly proceeded to have the
captioned action brought on for hearing before Justice of the
Peace, Martin V. Mahoney, for judgment by default. Thereafter,
on or about July 14, 1969, said Martin V. Mahoney, individually




and, on information and belief, in conspiracy with Jerome Daly,
caused to be issued Pindings of Fact, Conclusions of Law and
Judgment and Memorandum in the captioned action, a copy of

said Findings, which were first served on affiant on or about
August 5, 1969, being attached hereto as "Exhibit D" and hereby
made a part hereof.

6. Said Pindings of Fact, Conclusions of Law and Judgment

' are in direct contravention of the previous Order of this Court,

constitute extreme harassment of defendant-petitioner Northwestern,
and, on information and belief, will be utilized by Martin V.
Mahoney and Jerome Daly to the further detriment of Northwestern.
7. As a result of the foregoing acts of Messrs. Daly and
Mahoney, Northwestern has been subjected to undue harassment and
expense. Said expense includes attorneys' fees and expenses,
£iling fees, loss of value of the aforementioned automobile by
| depreciation and the value of employee time.

Further, Affiant saith not.

GORDON G, BUSDICKER
Gordon G. Busdicker

SWORN TO BEFORE ME and subscribed in my presence this
12th day of August 1969.

Notary Public

My Commission Expires:
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IV,

That Defendant Northwestern National Bank of.pinneapolis is in the
practice, for many, many years, of forging and creating money and credit
upon the books of said Bank contrary to law and by virtue of said activity
claims some right, title, interest or lien in and to said Automobile

whereas 1t has none.

Wherefore, Plaintiff demands Judgment as follows:

G-C
‘ A e Sk
1. Judgment against Defendant Roger Derrick in the sum of /- ( e el

a

2, Declaratory Judgment declaring what, specifically constitutes a
legal tonder in the payment and discharge of the Debt.

3. Judgment that said Automobile be sold at a Judicial Sale in the
manner prescribed by Law,

4, Judgment that the Defendant Northwestern National Bank of Minneapolis
has no right, title, lien, interest or mortgage on said Automobile,

5. Costs and Disbursments against any Defendant appearing and answering

herein,

T oty
Plaintiff's Attorney
28 East Minnesota Street
Sovagey lnnesota

VERIFLCATION

STATE OF MINHE

COUNTY OF

-~

Leo Zurn, being first duly sworn deposes and states that
Plaintiff harein, that he has read the foregoing Compl

K]

saue is true to the best of his knowledge inforun

L T T

Jerome Daly




STATE OF MINNESOTA-

IN SUPREME COURT

Northwestern National Bank
of Minneapolis,

Defendant-Petitioner,

—VS., !

Leo Zurn,

Plaintiff-Respondent, PETITION FOR

and _ " WRIT OF PROHIBITION

_Honorable Martin V. Mahoney,

Respondent,

and

Jerome Daly, Esq.,

S

Respondent.

TO: THE SUPREME COURT OF THE STATE OF MINNESOTA:

Petitionér, NORTHWESTERN NATIONAL BANK OF MINNEAPOLIS,
requests a Writ of Prohibition on the following grounds:

L. "On Thursday,'July 3, 1969, there was served-on‘George
Adam, personal banking foicer of Petitioner, d Summons and
Complaint in the form éttached, said Summons issuing out of
Justice Court, Martin V. Mahoney, Justice of the Peace, and
signed by Martin V. Mahoney.

2. The issuance and service of said Summons is invalid
and in violation of statute and contrary -to law for the
following reasons: '

a) Said Summons was personally served on defendant
in the City of Minneapolis, County of Hennepin, contrary
to the provisions of Minnesota Statutes §531.04, which
prohibit service outside of the county in which it is
issued (in the instant case, Scott County) except pur-
suant to the provisions of Minnesota Statutes §532.29,

which require a continuance of proceedings for a period

-




not exceeding 20 days, which continuance has not been
provided for;

b) The issuance of said Summons is contrary to the
provisions of Minnesota Statutes §531.03 for the reason
that it is returnable at 7 p.m.;

"¢) The issuance of said Summons is contf;ry to the
provisions of Minpesota Statutes §531.03 for the reason
that said Summons does not contain a statement of the
amount claimed by plaintiff;

d) The issuance‘of said Summons is contrary to the

provisions of Minnesota Statutes §531.04 for the reason

that it was personally served upon Northwestern National

Bank of Minneapolis in the City of Minneapolis, a city
having a pbpulation of in excess of 200,000;

e) The issuance éf said Summons and the maintenance
of the action contemplated therein is beyond the juris-
diction of Justice Court and contrary to the provisions
of Minnesota Statutes §530.05.

3. Petitioner is one of a number of banking institutions

which have been subjected to repeated harassment by Respondents,

both collectively and individually, and forced repeatedly to
defend actions involving, as does the instant proceeding,
allegations that the Federal Reserve Act is ﬁnconstitutional,
that Federal Reserve Notes are not legal tender and that such
‘bankipg institutions are in some undefined manner guilty of
unlawfully creating money and credit. Petitioner submits that
furthér harassment of the type involved herein should be
prohibited.

WHEREFORE, Petitioner prays for a Writ of Prohibition

uashing the Summons heretofore issued by Justice of the Peace
Y _

Martin V. Mahoney and restraining respondents from attempting




further proceedings in Justice Court outside of the jurisdiction

thereof and for such other relief as may be just and equitable.

DATED: July 11, 1969.

FAEGRE & BENSON

!

g, ey
By ,4 -/,/z g\//(.: % /)({/ Aeialles f{'_,;,_g_ 2

7“7 Gordon G. Busdicker

1300 Northwestern Bank Bldg.
Minneapolis, Minnesota 55402

Attorneys for Defendant-Petitioner

FEderal 8-7571




STATE OF MINNESOTA
Iﬁ SUPREME COURT
Northwestern National Bank
of Minneapolis,
Defendant-Petitioner,
-VS.
Leo Zurn, ’
Plaintiff-Respondent,
ORDER
and
Honorable Martin V. Mahoney,
Respondent,
and

Jerome Daly, Esq.,

Respondent.

Upon the Petition of Northwestern National Bank of
Minneapolis for a Writ of Prohibition, IT IS HEREBY ORDERED:

l. All further proceedings in Justice Court, Martin V.
Mahoney, Justice of the Peace, Township of Credit River; County
of Scott, State of Minnesota, are stayed until further order
of this Court.

2. The Summons heretofore issued in the action entitled

Leo Zurn v. Northwestern National Bank of Minneapolis and Roger

e S ey — e e iits

Derrick, brought in-Justice Court, Township of Credit River,
County of Scott, State of Minnesota, Martin V. Mahoney, Justice
of the Peace, be and Hereby is quashed-aﬁd set aside. |

3l Respondent Martin V. Mahoney be and hereby is directed
to vacate and set aside the aforementioned Summons and to take
no further proceedings in the aforemeptioned action in Justice
Court until further order of this Court. ‘

4. Petitibnor shall forthwith serve copies of this Order
on Jerome Daly, attorney for Plaintiff~RQSp§ndent Leo Zurn,

and on Martin V. Mahoney, Justice of the Peace.

Exther C .




5. The Petitioner shgll file and serve a written brief
and such affidavits as may be appropfiato on or before
/Z:ivﬁJ~' // , 1969. Respondents shail serve and
file an answer to the petition, a written brief, and such

0K

affidavits as'may be appropriate on or before /ﬁujuﬁ?
i “1
~ 7 y 2 /7 {
1969, // C5cz- (/__ (,E‘./{"pjfc.fw';(. ;‘.'.—;,.f_'%_-./f AL //6 a -{,‘ég-(: *f"-(é :
DATED: July 11, 1969.

THE SUPREME COURT OF
THE STATE OF MINNESOTA

By /< / & A M //545 Gl

’//C. Donald Peterson

éi;a_,\.,‘{.f,"—f,( 2~ Z\i’_ 9( A ,:_ c_(_j(:__,
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UNITED STATES OF AMERICA

F CREDIT RIVER

Plaintif€ FINDINGS OF FACT, CONCLUSIONS
OF LAW AND JUDGMER

Defendan
-~

rn National Bank of
t!ll.u I{C(ff.‘:: L)'\." ’”E ‘”:"l’

ve entitled act me on before the Court before
ed pn Julb 969 a gﬁﬂ ;.b on said day. Jexome
. al There was no appearance

on Lvu‘lf %5 &itho; Defenda \¢ : > o M Cn July il,”,:J
undergigned was served witl 5 B > Writ of Prohibit
directed to the Sun“» 3 urt of Minnesota and an Ordexr purpox
to be signed by C. 1d terson, Ass "a Justice of the
Supreme Court of ﬂinﬂﬂﬁot&, The unverified Petition ﬂ:F O?dox are
attached hereto by copy and made a part of thc se £ind

The Court waited one hour and then procu
testinony of Plaintiff's Attorney Jerone ly mz 1
for a Judgment by default.

It appears th:t—. personal
le upon both Defendants
j one G:C J.,i;.‘.‘i Banki :
the files, records and proce s he w*n and upon
evidence received ”;u 1] the f£fillowing

FINDINGS OF FACT

all times herein ma a .
Derrick is & legal owner of a cer 367 Foxd 2 door I‘fiu,r.
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3. That on or ebout April 4,19569 Plaintiff, at the request
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€kill the r'-w'-‘i", preservation and storage of said
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Ordinance of 1787, The Treaty of Cession of Lousieania of April
30,1803 and the Common Law relative to the validity of Consideration
for Contracts and Notes, and is therefore null and void.

6. The Court further finds that the Standard S8ilver Dollar
coined under the Act of February 28,1878, Ch 20, 20 Statutes
containing 412 1/2 grains Troy, Standard Silver constitutes
the Legal Tender Silver Pollar in payment of Debt. Further that
the Act of Congress of February 12,1873, 17 Statutes 426 fixi:
tha Standaxd Gold Dollaxr at 25,8 grains of gold, 9/10 fine
the content of weights and measures for the Standard Leg
Gold Dollarxr in the Uilted States.

THERFORE, THE COURT MAKES TIE FOLLOWING CONCLUSICHS OF
1ENT HEREIN:
That Plaintlff is entitled to and is granted Judec ment
Roger Dexzrick, De¢ch4hn? herein, in the sum of $580.00,
1% is Jlur'“ ered, adjudged and decrecd tb“?
_'u: Dollax is the onm LO!hoo urn
~huhax; 28,1878 and all
412 1/2 gxains of Silvc
30ld Dollar which is JMH"l *c
Congrezs of Februar
containiuﬁ 25.8 grains of Gold Troy w‘agnb 8/10 fipeo
3. It is further Ordered, Adjudged and Decreed that the’
Defendant Northwestern National Bnak of Minneapolis has neo right,
title or interest in or lien on on ih” certain 1967 Mustang
Autonobile ot:s;ih d herein.
- It is further Ordered that said 1967 Mustang be sold at
& Judicial nnlﬁ in the manner prescribed by law to satisfy iun
mechanics lien of FPlaintiff unless Plaintiff satisfies t
before said sale with legal tender gold and si

This Judgment is given pursuant to the authority vested in

me pursuant to the Declaration of Independence, Thé Constitution

of the United States, The Northwest Orﬂin&r&: of 1787, The Treaty

of Cession of Lousiania of ﬁ%:il 30,1803 and the Constituticn of
Minnesota, pursuant tu Judicial procupiinqm agcording to the course
of the Common Law, undex my hana and seal this 14t¢h ﬁhy of July,1969.

JUSTICE OF '.E‘I'}EJ
CREDIT RIVER °
SCOTT COL?;.-.‘.Y,!-.J.x-lJb '

UNITED STATES OF AMERI
MEMORANDUM .

The publication "THE DALY EAGLE"™ wh
this Court's decision of February 6,1269 is at
ade a part of these findings.

This Court has had cceasion to rule upon the same
at that time and has “*‘ﬁ shown no leC“OW or facts upc

*

a change of the concl werein should be
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3 Court of Minnesota. Supreme
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STATE OF MINNESOTA DISTRICT COURT
Py
M@zﬂy

) _

)
)

)

COUNTY OF HENNEPIN FOURTH JUDICIAL DISTRICT

Faye V. Peterson,

Plaintiff,

56 6 22
AFFIDAVIT OF SERVICE

<474

V8 )
)
Palmer A. Peterson and )
Paul L. Halvorsen, indi- )
vidually and-as Trustee, )
: )

)

Defendants.

STATE OF MINNESOTA) |
COUNTY OF HENNEPIN; 5!

Chester Hausfeld, being first duly sworn, oOn oath
deposes and sayd: that on the 7th day of December, 1964, he
served the Court's Amended Findings of Fact, Conclusions of
Law andé Order for'Judgment dated December 4, 1964, upon Palmer
A. Peterson, one of the defendants above named, personally, at
7856 Portland Avenue, Bloomington, Hennepin County, Minnesota,
by handing to and leaving with said Palmer A. Peterson, per=-
sonally, a true and correct copy thereof and displaying to
him the signature of Judge Irving R. Brand on the original
Order for Judgment.

Affiant further says that at the same time and place,
he served the Amended Judgment and Decree dated December 15
1964, upon defendant Palmer A. Peterson by handing to and l

leaving wi.th him a certified copy thereof. -




1

Affiant further states that at the same time and place,
he served the Notice of Filing of said Amended Findings of Fact,
Conclusions of Law and Order forJudgment, and Notice of Motion,
dated December 7, 1964, by handing to and leaving with said

Palmer A. Peterson a true and correct copy thereof.

M%W

Subscribed and sworn to
before me this & day

of December, 1964.

]
STATE OF MiNNE:iOI,TA. COUNTY OF HENNEPIN
Certified to be a true and corract copy of the
original on file and of record i my- offme.

JAN -5 1970

2 5 P =
G B s
7

y GERALD_R. NELBON, Clegy/af District Court
~zi. . EGERTSON i o . )
" e tutls, Hennepin Count'?. [Fimn : ‘

A {*m p L saiaion Expices April 29, 1965.
- 3‘ ‘.ao.‘“ & >,
O gy €




STATE OF MINNESOTA 566224 DISTRICT COURT

COUNTY OF HENNEPIN FOURTH JUDICIAL DISTRICT

Faye V. Peterson, 3
Plaintiff, ) S566229
) NOTICE OF FILING FINDINGS OF
vs. ) FACT, CONCLUSIONS OF LAW AND
) ORDER FOR JUDGMENT AND NOTICE
Palmer A. Peterson and ) OF HEARING
Paul L. Halvorsen, indi- ) |
vidually and as Trustee, )
)
Defendants.)

TO: THE ABOVE NAMED DEFENDANTS, AND EACH OF THEM,  AND TO DESMOND
F. PRATT, THEIR ATTORNEY.
YOU WILL PLEASE TAKE NOTICE that on the 4th day of
December, 1964, Hon. Irving R. Brand, Judge of the above court,
made and filed his Amended Findings of Fact, Conclusions of Law
and Order for Judgment, with a Memorandum attached which was
made a part thereof, a true copy of all of which is attached

hereto and hereby served upon you.

You will also take notice that on the 15th day of
December, 1964, at 11:00 o'clock A.M., or as soon thereafter as
counsel may be heard, before the said Court, the plaintiff will
apply to the Court for its orders as follows:
1. TFurther amending the Findings of Fact, Conclusions
of Law and Order for Judgment as follows: I\
a. Determining the nature and value of all
trust assets now held by the defendant,
2aul L. Halvorsen, under the purported

trust under the instrument dated January
30, 1961.




Awarding to the plaintiff all of the trust
assets so held.

Awarding to the attormeys for the plaintiff,
reasonable attorneys' fees, and providing
for the manner and time of their payment.

2. For the relief set forth in plaintiff's Notice of

Motion dated November 3, 1964, and the Court's Order to Show Cause

dated November 3, 1964, as follows:

a.

Adjudging the defendant, Palmer A. Peterson,
to be in contempt of court for failure to
sign before a Notary Public letters which
are in substance similar to or identical
with the proposed letters attached to plain-
tiff's Notice of Motion of June 30, 1964,
said letters authorizing the Union Bank of
Switzerland and the First National City Bank
of New York to furnish to the Court infor-
mation concerning a particular transaction
between defendant, Palmer A. Peterson, and
said banks, all in violation of the Order
made by this Court in open court to the said
defendant personally on August 13, 1964, and
contained in the Court's written Order dated
August 14, 1964.

Adjudging the defendant Palmer A. Peterson to
be in contempt of court for failure to set up
and maintain an accurate system of accounting
to truly reflect all income, expenses and net
income, including: a record book in which is
recorded each day's income, whether in cash
or checks, and a record book of accounts
showing all disbursements and the purpose

for which each disbursement is made so that
it can be ascertained with reasonable cer-
tainty whether the disbursement is a business
expense or personal expense, all in violation
of the Court's Order of October 24, 1963.

Adjudging the defendant Palmer A. Peterson to
be in contempt of court for failure to bill
out to patients, as soon as possible, all sums
due and owing as reflected by his accounts
receivable records, in violation of the Court's
Order of January 14, 1964.

e 7Y




Adjudging the defendant Palmer A. Peterson to
be in contempt of court for failure to make
payments of permanent alimony as required by,
and in violation of the Court's Order for Judg-
ment dated August 17, 1964, and the Decree of
Divorce herein.

Adjudging the defendant Palmer A. Peterson to

be in contempt of court for failure to maintain
health and accident insurance and life insurance
as required by the Court's Order for Judgment of
August 17, 1964, and the Decree of Divorce herein.

Directing that all of said defendant's accounts
receivable be sequestered and that said accounts
be administered and collected by an independent
agency under direction of the Court's Services
Department as receiver under the provisions of
M.S.A. 518.24.
Directing that all future payments of alimony,
support money and attorneys' fees be made
through the Department of Court Services of
Hennepin County, Minnesota.
3. Adjudging the defendant Palmer A. Peterson to be
in contempt of court for failure to make payments of permanent
alimony due on and after November 3, 1964, in the amounts re-
quired by the Court's Order for Judgment dated August 17, 1964,

and the Decree of Divorce herein.

4. Adjudging the defendant Palmer A. Peterson to be

in contempt of court for failure to appear on November 17, 1964,

or at any subsequent date, before the Court, in compliance with
the Court's Order to Show Cause dated November 3, 1964, and as
required therein.

5. TFor such other and further relief as the Court

may feel is just and equitable.




Ly

Said Motions will be made upon all the files, records
and proceedings herein and upon such further showing, and the
testimony of the parties, as may be produced at the time of

said hearing.

Dated: December 7, 1964 JAMES P. RORRIS

1925 Rand Tower

Minneapolis, Minnesota 55402
and

DYGERT & GUNN

990 \b(or‘thwestern Bank B1ld
Minneapolis, Minnesota 2

Attorneys for Plaintiff

STATE OF MINNESOTA, COUNTY OF HENNEPIN
Certified to be a trwe and correct copy of the
original on file sad of record m my offwe.

JAN -5 1970

GERA NELSON, Clak of District Court
BY Z : uty
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STATE OF MINNESOTA 566224, DISTRICT COURT
COUNTY OF HENNEPIN | FOURTH JUDICIAL DISTRICT

FAYE V. PETERSON,

PLAINTTFF,
AVENDED
AGAINST, _ JUDGMENT AND DECRFE
PALMFR A, PETFRSON and DECEMBER 7, 1964
PAUL L. HALVERSON
INDIVIDUALLY AND AS TRUSTEE,
DEFENDANTS »

The above entitled action having beenregularly placed upon the calendar
of the above named Court for the September A, D. 1962 General Term thereof, came
on for trial before the Court on the 18th day of December, A. D. 1962; and the
Court, after hearing the evidence adduced at said trial and being fully advised
in the premises, did on the 17th day of August, 1964, duly make and file its
findings and order for judgment herein; AND THEREAFTER, on the 4th day of December
A. D. 1964, the Court did make and file its order amending said judgment.

Now, pursuant to said amended order and on motion of JAMES P. RORRIS nd
ROBERT W. DYGFRT, attorneys for the plaintiff, it is hereby adjudged and decreed:

That the judgment and decree entered herein on the 19th day of August A.D.
1964, be, and hereby is amended to read as follows, to-wit:

1. That the bonds of matrimony heretofore existing between plaintiff and
defendant be, and the same are hereby dissolved, and said parties absolutely
divorced from each other.

2. That the permanent custody of the minor children of the parties,
PALMFR BRENT PETERSON, SHERI FAYE PETERSON and BRADFORD LEE PETERSON be, and
hereby is granted to the plaintiff with reasonable visitation rights in defendant
PALMER A. PETERSON, all subject to supervision of the Hennepin Coﬁnty Department
of Court Services.

3. That defendant, PALMER A, PETFRSON pay to plaintiff the sum of Three
Hundred Fifty (£350.00) Dollars per month as permanent alimony.

4. That the defendant, PALMER A, PETERSON pay to plaintlff as reascnable
support for the children of plaintiff and defendant PALMFR A. PETERSON the sum of

Five Hundred ($500.00) Dollars per month.,




566224,
5. That the plaintiff hereby have all right, title and interest in and
to the homestead located at 5117 Luverne Avenue, Minneapolis, Minnesota, free and
clear of any claim or interest therein by defendant PALMER A, PETERSON, the legal
desaription as follows, to-wit:

Lot 22, Block 3, Tarrymore Park, according to the plat on file and
of record in the office of the Registrar of Titles, Hennepin County.

6. Tpat the plaintiff hereby have title to the household goods and
furnishings located in said house, free and clear of any claim or interest therein
by said defendant, PALMER A. PETERSON.

7. That plaintiff hereby have the title to the 1950 Oldsmobile, and sald
defendant, PALMER A, PETERSON hereby have title to the 1962 Bulck automobile.

8. That the defendant, PALMFR A. PETERSON keep in full force and effect
the two 1ife insurance policies mentioned hereinabove, namely the Aid Assoclation
for Luterans policy and the National Service Life Insurance policy; said defendant,
PALMFR A. PETFRSON shall not revoke, terminate, modify or otherwise adversely
affect the rights of plaintiff or the children of the parties under the trusi
cfeated under the insuranee trust agreement dated August 22, 1958.

9. That said defendant, PALMER A. PETERSON maintain in full force and
effect the health and accident policy hereinabove mentloned.

. g1 / 10. That the plaintiff have and recover of the defendant, PALVER A. PETFRSON,

. ".}_ifi’ {the sun of Three Thousand Three Hundred Ninety-five($3,395.00) Dollars.

‘ L. 11. That with respect to the accounts receivable as of December 31, 1963,
in connection with defendant PALMFR A. PETERSON'S practice of medicine, the Court
reserves jurisdiction to make a disposition of the amounts collected therecn, either
by way of an allowance of additional alimony to plaintiff and additional support
money for the children of the parties or by way of an award of property to plaintiff,
or both.

12. That the Court reserves jurisdiction to make further orders concerning
any other property which defendant PALMER A. PETFRSON may own which was nol proven
at the trial of this matter.

13. That the Memorandum on file herein be, and hereby is, made a part hereof.

14. That the Court hereby orders that a hearing be held before the under-

signed on December 15, 1964, at 11:00 A, M. or as soon thereafter as the matter can




566224,

be heard, with respect to the following:

a. That the nature and valus of the trust assets now held by
defendant PAUL L. HALVERSON and the distribution to be made thereof.

b. That attorney's fees hereby be allowed to plaintiff.

BY THE COURT:

PHILIP C, SCHMIDT
Clerk of Distriet Court

STATE OF MINNESOTA, COUNTY OF HENNEPIN
Certified to be a true and correct copy of lhe

original on file and of record in my office.

NOV -1 1366

LT;-\.‘L.L‘/?O
’
By {f -

f/i[}eputy
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DISTRICT OF OREGON

- CIVIL ACTION FILE NO

-~

LRVIN HARING,

Plaintiff SUMMONS

vl

FEDERAL RESERVE BANX OF SAN FRANCISCO, CALIFORNIA,
FORTLAND, OREGON BRANCH, .

Defendant

To the above named Defendant :

You are hereby summoned and required to serve upon

' William C. Grant and Jerome Daly
202 Mohawk Building 28 East Minnesota St.
Portland, Oregon - Savage, Minnesota

plaintif’s attorney 8, whoseddress

an answer to the complaint which is herewith served upon you, within T¥eRtY  4ays after service

of this summons upon you, exclusive of the day of service. If you fail to do so, judgment by default

will be taken against you for the relief demanded in the enmplaint,

GEORGE E . JUBA

Clerk of Conrt.
by

Mo-Hud

Deputy Clerk.

Date: Dec, 22, 1963 - = gty [Seal of Court]

Note.-—-This rRummMons is insned pursuant to Rule 4 of the Federal Rules of Civil Procedure.

I e
__/'Ct/f/’c/ A f‘(é,./ ,L 42174

59/ ///




WILLIAM C. GRANT

ATTORNEY AT LAW
202 MOHAWK BLDG., 5. W, 3AD & MORRISON BT,

PORTLAND, OREGON 97204
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U. 8. DISTRICT COURL:
DISTRICT OF OREGON

, . FILER
William C. Grant

202 Mohawk Building 050221989
Portland, Oregon 97204

Telephone: 226-2838 GEQRGR E. JUBA, Clerk
B -~
Attorney for Plaintiff, ¥ 4 DEPUTY!

s

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF OREGON
ERVIN HARING,
Plaintiff,
74
-ys=- Civil No. 657/ ’7—3‘5’
FEDERAL RESERVE BANK OF SAN
FRANCISCO, CALIFORNIA,
PORTLAND, OREGON BRANCH,

Defendant.

e . L S S

Plaintiff, for his cause of action herein, states and alleges:
I.
That plaintiff is a resident of the City of Portland, State
of Oregon, United States of America.
II.
That defendant is a private corporation, incorporated under
and by virtue of the laws of the United States of America, with a
branch bank in Portland, Oregon.
III.
That this is a case in law arising under the Constitution
and Laws of the United States.
Iv.
That on December 22, 1969, plaintiff presented a $100.00
Federal REserve Bank Note bearing Serial No. L 13312243 A drawn on and
issued by the Federal Reserve Bank of San Francisco, California, con-

taining the following language and promise to pay in part; "Federal

Page ] - COMPLAINT




WILLIAM C. GRANT

ATTORNEY AT LAW
A02 MOHAWK BLDG., 5. W. 3RD & MORRISON ST,

PORTLAND, OREGON 87204
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Reserve Bank of San Francisco, California will pay to the Bearer on
Demand One Hundred Dollars. This Note is Legal Tender for all Debts,
Public and Private and is redeemable in Lawful money at the United
States Treasury, or at any Federal Reserve Bank." Said Note was pre-
sented to E. A. Thomas, manager of the aaid Federal Reserve Bank at
its Branch Office at Portland, Oregon, and demand was made for 100
Dollars in Gold and Silver Coin, whereupon, said Manager stated that
said Bank was not able to redeem said NOté in Gold and Silver Coin;
the Coinage of the United STates.

V.

That the defendant refused to redeem said Federal Reserve
Note in Gold and Silver Coin.

VI.

That only Gold and Silver Coin is lawful money in the
United States.

VII.

That the inability of said defendant to redeem in Gold and
Silver Coin is openly avowed and defendant is wilfully and fraudulently
circulating its Notes with full knowledge that they are not redeemable
in lawful money.

VIII.

That the defendant is engaged in fraud upon the American
people and upon plaintiff in its unlawful activity in the circulation
and tendering of dishonored and depreciated evidences of debt to
plaintiff with intent to defraud.

IX.

That plaintiff is damaged specially in the sum of $100.00
and generally in the sum of $100,000.00 because of the fraud and deceit
of defendant, its agents and servants.

X
That because of the wilful fraud and malice of defendant,

its agents and servants, plaintiff is entitled to punitive damages in

Page 2 - COMPLAINT




WILLIAM C.GRANT

ATTORNEY AT LAW
202 MOHAWK BLDG., 5. W. SRD & MORRISON BT,

PORTLAND, OREGON 87204
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the sum of $100,000.00.

WHEREFORE, plaintiff demands judgment against defendant in

the sum of $100.00 as and for special damages; $100,000.00 as and for

general damages, and $100,000.00 as and for punitive damages, and

costs.

DATED December 22, 1969.

{(n/uﬁ/m ?‘(/MW LS.

rvin Harihg
Plaintiff .
[

?

e P

(_Jerome Daly

rd

28 East Minnésota Street
Savage, Minnesota

Tel.

4

612-890 2274

LA ™ (~ ol e -

William C. Grant
202 Mohawk Building )
Portland, Oregon 97204

Tel.

226-2838

Attorneys for Plaintiff

STATE OF OREGON )

SSs.

County of Multnomah )

I, Ervin Haring, being first duly sworn, say that I am the

plaintiff in the within entitled action and that the foregoing Complaint

is true as I verily believe. _ .

1969.

C(/;M/%’//’ //./;/4’/-1.-—/ OF ik
: #/xk.

Subscribed and sworn to before me this 22n&”day of December,

T e e~ '
p / L:"fit"{-" (_-C.e.?..«-x—w—- ( . r“*;;( k&{h_
Bertified to b2 8 true *“*0’”*“1 Notary Public for Oregon
opy of-priginel filed in ny offign. My Commission expires: 10-28-71
;ate%Q;Z;f’z“_l_ //g///éy
Juba, C lel

(/6@, 'f)bh WLy

-

Page 3 - COMPLAINT




UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA

FOURTH DIVISION §>%§??62£%éf- E;V—-

In re JEROME DALY CONTEMPT CERTIFICATE

e e e N —— T . M a — A —e Sa — —  —. w— —— ———

In conformity with Rule 42(a) of the Federal Rules
of Criminal Procedure, I hereby certify that the act of
criminal contempt set forth helow was committed in the
actual presence of the Court and was heard by the Court
during the trial of the case of United States of America v.
Carl B. Anderson et al., 4-68 Cr. 47 on April 22, 1969.

Mr. Jerome Daly is the attorney for the defendant
Carl R. Anderson. On April 22, 1969, the first day of
the trial of that defendant, Mr. Daly commenced cross-
examination of the first prosecution witness with a line
of questioning which the Court concludes was in direct
violation of pretrial orders, which precluded the defendant
or his attorney from bringing in issue during the course
of the trial the validity of the Federal Reserve System,
the National Banking Act, or in any way litigating the
constitutionality of the federal monetary system. The
Court concluded that Mr., Daly's action subjected him to
punishment for contempt pursuant to Section 401 of Title 18
of the United States Code.

The rulings of the Court, both in the pretrial con-
ferences and at the trial, arise in the context of
Mr. Daly's persistent efforts to attack the constitutionality
of the federal monetary system. The Court takes judicial
notice of various proceedings in this Court and in the

United States Court of Appeals for the Eighth Circuit.

Bt 7 ”fzu/f BaaeZ0 ¥l . 29 ‘_Ja-ﬁ
ng/xj ; o7 : Frmmrijqkmsay (ﬂjzgyfé/ ®.
/)AéZ%éggidf?/iéé;ﬁ, 42174 8 éa%%&ﬁﬁ%fﬂgq /%
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In 1963, Mr. Daly contended that notes issued by

the federal reserve banks constituted an illegal coining

of money in the case of Horne et al v. Federal Reserve

Bank of Minneapolis et al., No. 3-63-332 Civil. He
appeared there as the attorney for the plaintiffs and

alleged in the complaint that the National Bank Act of 1864,
12 U,.8.C. § 21 et seq., and the Federal Reserve Act of 1913,
12 U,.8.C, § 221 et seq., were unconstitutional., These
claims were rejected by Judge Donovan of this Court in
Horne v. Federal Reserve Bank of Minneapolis, 227 F. Supp.
225 (1964). His decision was affirmed by the Eighth
Circuit at 344 F., 24 725 (1965). Judge Ridge, in his
opinion in the Eighth Circuit, rejected the plaintiffs’'
claim with respect to Federal Reserve Notes: "We agree
with the District Court, that the notes so received are
legal tender by Act of Congress . . ., ." 344 F.2d at 725,
On Marchll4, 1966, a complaint signed by Mr. Daly
as attorney for the plaintiffs was filed in the case of
Wildanger et al. v. Federal Reserve Bank of Minneapolis
et al., No. 4-66 Civ, 83. Named as defendants in this
dase were the Federal Reserve Bank, the First National
Bank of Minneapolis, the Northwestern National Bank of
Minneapolis, President Lyndon B. Johnson, Secretary of the
Treasury Fowler, Minnesota State Treasurer Bjornson, and
John Doe, and Richard Roe. Again the alleged usurpation
of the power to coin money was the gravamen of the complaint.
In an order dated July 18, 1966, Chief Judge Devitt granted

the defendants' motion for summary judgment.

Sdmilar issues were raised in the case of Zurn et al.

v. Federal Reserve Bank of Minneapolis et al., 4-66 Civ. 399,

Chief Judge Devitt ordered Judgment for the defendants




in that case on March 15, 1967. (A copy of this order

is included in Appendix B attached to this order.)

Mr. Daly commenced an action for $250,000 in general
and special damages and $4,000,000 in punitive damages in
Hennepin County District Court on behalf of Bernard E.
Koll against the Wayzata State Bank of Wayzata, Minnesota,
its directors, the banks named as defendants in the other
actions mentioned above, Joyce A. Swan, a Federal Reserve
Agent, and others. Again the constitutionality of the
monetary system was challenged. This action was removed
to this Court and the complaint was dismissed by this
Court's order dated September 11, 1967. The Court of
Appeals affirmed. Koll v, Wayzata State Bank, 397 F.2d
124 (8th Cir. 1968). That Court's opinion noted that
the plaintiff was "represented by a lawyer whose unreach-
able quest is a judicial decree of unconstitutionality
of the federal income tax and the federal reserve and
monetary system of the United States." 397 F.24 at 125.
The Court noted that the complaint was "a completely
unintelligible statement of argumentative fact" and at
best "represents a euphoric harassment of bank officials,
lawyers and federal courts, It is difficult to accept
that the complaint has been drafted by a person licensed
to practice law." Ibid.

The validity of the monetary system was also raised

by Mr. Daly appearing pro se in proceedings regarding his

own income tax returns, See Daly v. United States,

393 F.24 873 (8th Cir. 1968). 1In that opinion the Court
of Appeals vacated this Court's holding Mr. Daly in contempt

for failure to comply with an order requiring him to appear




and answer certain questions regarding his income tax.
Mr. Daly also appeared as attorney for Mr, Alfred
M. Joyce in the case of Joyce v. Nor t State
Bank of Appleton et al., No. 3-68 Civil 32, This action
was commenced in Scott County, Minnesota and removed to
this Court. The longéhy list of defendants 1nciudcd all
five_active judges of this Court, various federal reserve
banks and the directors of them, and other banking and
political officials. Chief Judge Roy L. Stephenson of
the United States District Court for the Southern District
of Iowa was assigned to hear the case. He issued the

following order:

It is therefore, on this 20th day of June, 1968,

ORDERED, ADJUDGED AND DECREED that the pre-
liminary injunction heretofore granted and issued
orally by this Court herein on the 3rd day of May,
1968, and affirmed in memorandum and order of the
Court dated June 17, 1968, be and the same hereby
is made po#petunl and permanent and that the
plaintiff Alfred M. Joyce and his attorney, Jerome
Daly, are permanently enjoined and restrained
from continuing, commencing,or prosecuting any suit,
action or proceeding, either in this Court or in
any court, state or federal, upon any claim arising
out of any claimed transaction between the parties
hereto at and prior to the date of this Order, or
any claims regarding unlawful creation of money
and credit, or an attempt to relitigate the same
cause of action, and matters previously determined
in respect to the same subject matter, or based

upon any right, question or fact previously decided




by this Court on March 16, 1967, and by the

decision of the State District Court, Eighth

Judicial Distrlct. at Montevidco; Minnesota,

decided on March 14, 1966.

The present case in which Mr. Daly represents
Carl R, Anderson is a mail fraud and socu?iticn fraud
action., Mr. Anderson, Luther C. Gronseth, and Jul;l.an
Vinge are charged with elavoﬁ counts of mail fraud
(18 U.8.C, § 1341) and fwulv. caunti of frlu&ulent inter-
state transactions (15 U.8.C, § 77q(a). Mr. Daly
indicated shortly after the indictment was filed that
he intended to assert the alleged in?ulidlty of the

monetary system as a defense in this action. In a

"Demurrer and Motion and Notiece of Motion" filed on

May 15, 1968, he moved to dismiss the indictment ;on the
ground, iggg;.glgg; "That the Indictment, in referring
to Money and Monies, fails to set forth 'Lawful Money

of the United States' or 'a lawful consideration' or .
any consideration at all, and therefore does not ntat;

a public offense." The motion was denied by Judge Larson
on July 15, 1968,

A severance was granted to defopdnnt; Gronseth and
Vinge. Counsel for both these -def.ondanta asserted in
their motions for severance that they would be prejudiced
by trial tactics likely to be adopted by counsel for
Mr. Anderson.

In a pretrial conference held before this judge on
September 11, 1968, the same contantions were made by
Mr. Daly. This Court ruled that duéations regarding the
integrity of the monetary syateﬁ could not constitute a

defense in this matter and would have'nothing to do with




the case. This ruling was incorporated in a formal
pretrial order filed September 18, 1968, paragraph 19:
Defendant Anderson and his counsel have

stated that part of their defense shall be
that the currency of the United States, the
Federal Reserve Board and its notes and mohey
and the Minnesota Non-Profit Act are all
illegal, fraudulent, and mmconstitutional.
The Court rules that these are lawful and
constitutional and that no inference of fraud
may be drawn from the use of any one of these
means of exchange or the Minnesota Statute
in the absence of additional proof. Defen-
dant Anderson shall file a motion and brief
by 10:00 A.M., September 18, 1968, with
respect to that portion of this order that

he wishes further to contest.

Mr. Daly continued to assert various claims regarding

the monetary system. In a pretrial conference held on
March 19, 1969, the Court again ruled that the purported
defense was not valid and that the constitutionality of
the Federal Reserve System was not in issue in this case:

THE COURT: The Court will take judicial
notice of the fact that they [Federal Reserve
Notes] are legal and they will not be litigated.

MR, FOLEY: All right.

THE COURT: And any evidence going to the
validity or constitutionality of the authenticity
of federal currency and all of the other problems
that you have litigated from time to time, or

attempted to litigate, about the Federal Reserve




System -- that testimony will not be a part

of this case.

Transeript, March 19, 1969, 10:30 A.M., p. 7.
A similar ruling was made the following day when the
pretrial conference was continued. At that time the
Court indicated that immediate sanctions would be taken
if Mr. Daly did not abide by the Court's ruling:

THE COURT: Mr, Daly, there will be no

further discussion of the Banking Act. Do

you understand that? And if you carry on

any further, I will order you immediately

imprisoned by the U. 8. Marshal.

Transcript, March 19-20, 19692, p.23.

On April 1, 1969, Mr. Daly appeared before the Court
to argue his motion for a transfer of this case to Justice
Martin V. Mahoney, Justice of the Peace Court, Credit River,
Township, Scott County, Minnesota. Mr., Daly supplied the
Court with the information that this justice of the peace
had held the Federal Reserve Act and the National Banking
Act unconstitutional in a decision handed down December 9,
1968, (For further information see Appendixes A and B,
attached hereto.) In the course of his argument, Mr, Daly
referred to the case of Koll v, Wayzata State Bank, supra.
At that time the Court ordered Mr. Daly not to persist in
bringing that matter up:

THE COURT: Mr. Daly, I suggest you don't

talk about that case now because you have been

told not to talk about that case. You have

been told not to bring it up, and if you want

to talk about it, I will have the Marshal take

you down and sit in that little place of his

for a while.
Transeript, April 1, 1969, p. 12,




The trial of this case had been set for April 7,
1969. On that date Mr. Daly appeared in Court and
indicated that he was presently involved in litigation
in the United States Court for the Eastern District of
Michigan. The trial of this case was thus postponed,

Mr. Daly was again instructed to abide by the orders of

the Court at the pain of being held in contempt., Transcript

of Proceedings, April 7, 1969, p. 12.
The trial of the Anderson case commenced April 22,
1969 in this court. The jury was selected, and the
United States Attorney delivered his opening statement.
The first witness called for the prosecution was Mr,
Elliott L. Kuhlander, a bank official. In his direct
examination the United States Attorney introduced into
evidence certain bank records. Mr. Daly's cross-examina-
tion and the resulting ruling ; of the Court are quoted
in full from the transcript:
CROSS~-EXAMINAT ION
By Mr. Daly:
Q. The correct way to pronounce your name is
Mr., Kulander, is that right?
A We pronounce it Kulander.
Q You have been with the Marquette National
Bank for how long?
A Some over 32 years.
Q And you are a vice-president with them?
A Assistant vice-president.
Q I see., Now, as I understand it, you are
in charge of accounts?
A Well, customer service probably would

cover most of the duties that I have.




Q@ Now, you use the term -- by the way, you
are a member of the Federal Reserve Bank, your
bank is?

A Yes, sir.

Q You used a term, “"dollars," here, is
that right?

A Right.

Q And I notice here like it shows deposits,

$70,000, what do you mean by the term, "Dollar"?

MR, FOLEY: If the Court please, I object..
The Court can take judicial notice --

THE COURT: Sustained. I tell you now again,
Mr. Daly, that the integrity of the American dollar
is not in question in this lawsuit and dollars for
your purposes are the same as dollars for the purpose
of everyone else, the American dollar. Now, go on
with your questioning.
By Mr. Daly:
Q When you have $70,000 is that gold or silver
coin?

MR, FOLEY: If the Court please, I object,
a direct violation --

THE COURT: Sustained. Do not bear on that
any longer, Mr. Daly.

MR. DALY: Well, the Constitution states
that no --

THE COURT: Members of the jury, you may be
excused now, come back at 9:30 tomorrow morning.

(Jury excused)

THE COURT: 1Is the United States Marshal here?

DEPUTY MARSHAL: Yes, Your Honor.

-gﬁ




THE COURT: Now, in the absence of the
jury will you take Mr, Daly in custody and

take him down to your Quarters,

MR, DALY: What is the charge?

THE COURT: The charge is contempt of Court.

MR, FOLEY: You had better let him get his
files.

THE COURT: @Give him his Miranda warnings.

MR, FOLEY: Let him take his files, so if I
can ask the Court to allow him, the Government can't--
at least my office doesn't want them.

THE COURT: Which files?

MR, FOLEY: He must have briefcases and stuff,

THE COURT: Give him the Miranda.

DEPUTY MARSHAL: According to the Judge I have

been ordered to take you into custody. The Consti-

tution requires that I inform you that you have a
right to remain silent, that anything you say can
be used in court as evidence against you. You are
entitled to talk to a lawyer now and have him

present now or at any time during questioning.

If you cannot afford a lawyer the Government will
get one for you without cost. At any time during
the questioning you have a right to quit answering
questions if you so desire not to answer.

Do you understand?

MR. DALY: Yes,

Who is the lawyer you are going to have
appointed for me without cost?

THE COURT: Name him, You name him and he will
be there, a lawyer that is admitted to practice before

this Court.




MR. DALY: May I ask a question?

THE COURT: Get your lawyer to talk
to me. Take him away now. Court is in
recess.

(Whereupon a recess was taken at 4:20
o'clock p.m., April 22, 1969 until 9:30 o'clock
a.m,, April 23, 1969.)

Mr. Daly remained in the custody of the United
States Marshal until 9:30 a.m., April 23, 1969, at
which time he appeared before this Court. He was not
represented by counsel. The Court advised him that he
had a constitutional right to be represented by counsel.
Mr. Daly indicated that he was willing to go ahead
without an attorney.n The record of what transpired
at that time is incorporated in the transcript of
proceedings in the case of United States v. Carl R.
Anderson, No. 4-68 Cr. 47, for that day. Suffice it to

say that the Court told Mr. Daly that he would be purged

of contempt at such time that he indicated to the Court

that he would follow the Court's admonitions, its
pretrial orders, and its rulings, and conduct himself

as a lawyer should and in a gentlemanly manner, The
United States Attorney reviewed Mr. Daly's attacks on
the monetary system which have been outlined above.

The Court also referred to the various rulings made
regarding Mr. Daly's contentions in this case. Mr. Daly,
acting on his own behalf, argued that the questions he
asked did not violate the Court's earlier rulings.
However, he indicated that he was willing to abide by the

rulings of the Court and thus any further sentence of




imprisonment was suspended. The Court outlined to

Mr. Daly rulings regarding any attempt to bring in
issue the monetary system and two other matters which
Mr. Daly had raised at various points in these
proceedings -- his contention that the Rules of Criminal
Procedure are invalid and his contention that this
prosecution is a part of some sort of giant political
conspiracy. When Mr, Daly indicated his willingness to
continue in accordance with the order of the Court, the
trial was resumed.

The Court concludes that Mr., Daly's questioning of
the witness constituted a violation of the pretrial
orders quoted above, and that this Court has power to
punish this contempt pursuant to 18 U.8.C. § 401. By
these questions, it was apparent to the Court that Mr,
Daly once again was attempting to litigate the validity
of the currency. His own statement at the hearing on
April 23, 1969 indicates that the Court was correct:

So the only lawful tender is gold or silver coin,

and I was leading up to asking this banker if

they had any $70,000 in gold or silver coin in

there, in their bank. And I think that I could

have elicited the evidence that tﬁay don't have

it in any of these banks. So they have made it
physically impossible for, that is, the personnel
in charge of the Government, United States, have
made it physically impossible for these bonds to
be redeemed in lawful money.

Transcript, p. 184.




Since Mr. Daly's conduct occurred in the presence of
the Court, summary disposition of this matter was
appropriate pursuant to Rule 42(a) of the Federal Rules
of Civil Procedure. The Court is aware that contempt
proceedings should not be instituted against a defense

attorney during the pendency of a trial if it is at all

possible to avoid them., See Sacher v. United States,

343 U.8. 1, 9-10 (1952). However, in this case, obedience
to the Court's pretrial orders was essential to the proper
disposition of this case. If the Court erred in those
rulings, those errors may be corrected on appeal. The
defendant's rights are well preserved in that regard,
But this Court is not going to permit this lawyer to
make this case his forum for an attack on the validity
of the monetary system. His initial questions on
cross-examination of the first witness indicated that
all the prior rulings and warnings had gone unheeded.
Therefore, the contempt ruling was necessary.

In the proceedings held in open court on April 23,
1969, Mr. Daly indicated his willingness to abide by
the orders of the Court. Any further sentence of imprison-
ment was then suspended. The Court does not see fit to
impose any further punishment. However, should Mr. Daly
again violate the orders of the Court issued earlier and
repeated again when this matter was heard on April 23, 1969,
the Court will not hesitate to find him in contempt again
and to impose a fine or a sentence of imprisonment.

The foregoing constitutes a certificate of contempt
in this matter which is required by Rule 42(a) of the
Federal Rules of Civil Procedure except that there is

incorporated herein the appendixes attached hereto and




incorporated by reference the file in the matter of

United States of America v. Carl R. Anderson et al.,

No. 4-68 Cr. 47, particularly the transcripts of

proceedings held ;on March 19, 1969, March 20, 1969,
April 1, 1969, April 7, 1969, April 16, 1969,
April 22, 1969, and April 23, 1969.

This certificate is to be filed with the Court.

A copy of it shall be 1ncorporitod in the record of

United States of America v. Carl R, Anderson et al.,

No. 4-68 Cr. 47.

/8/ Miles W. Lord

United States District Judge

Dated:_ April 2 Y , 1969,




APPENDIXES

Appendix A -- The Daly Eagqle, February 7, 1969.
Appendix B -~ Copy of letter from Theodore R. Mellby
to United States Attorney, dated April 4, 1969, with

copy of enclosures, (Among the enclosures are copies

of the opinion of the Court of Appeals in Koll v,

Wayzata State Bank, the notice of the order granting

defendants' motion for summary judgment in Wildanger

et al. v. Federal Reserve Bank of Minneapolis,
No. 4-66 Civ, B3, the order of Chief Judge Stephenson

in Joyce v. Northwestern State Bank of Appleton,

No. 3568 Civ. 32, and the order for judgment of

Chief Judge Devitt in Zurn v. Federal Reserve Bank
of Minneapolis, 4-66 Civ., 399).
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17 [l at 1200 Builders Exchange Buillding, Minneapolis, Minnesota,
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A 18 || September 19, 1967, commencing at 2:00 o'clock P.M., pursuant
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5 2 Paul Magnuson, Esq.
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4’ R. Anderson and A & J Builders, Inc,.
5
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7
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9
10
11 Whereupon,
12 CARL R. ANDERSON,
13 a witness called by the Plaintiffs, having been first duly
14 || sworn, was examined and testified as follows :
) 15 CROSS-EXAMINATION
; 16 MR. EDEILMAN: The deposition of Carl R.
17 Anderson is being taken pursuant to Notice of Taking
T 18 Deposition served on him and originally set for Septem-
19 ber 13, 1967, at 10:00 o'clock A.M.; and by stipula-
20 tion of Counsel, continued to September 19, 1967, at
;
21 2:00 P.M., at the place indicated in the original Notick
' 22 of Taking Deposition.
23 BY MR. EDELMAN:
24 Q@ W1ill you state your full name and address?
25 A Carl Richard Anderson; 20 Arthur Terrace, Burnsville,
v
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16
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18

19

20

21

22

23

24

25
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Minnesota, 55378,
@ And what 1is vour occupation or business?
A Construction, development,
Q And are you associated with any particular business?

A & J Builders, Inc.

=

© And is that a Minnesota corporation?

A Yes.
Q When was that organized?

A February of 1963,

Q@ And where does it have its place of business?

A 1725 West 80th, Minneapolis, Minn.

Q Who are the stockholders of A & J Builders, Inc.?
A Carl R. Anderson and my wife, Mary.

Q@ And has there been any change in the stock ownership

within the 1ast yvear?

Q More speciflecally, has Julian Vinge ever been a stock-

A  Yes,

Q@ When was he a stockholder?

A I don't know the exact date on that. I believe Paul
has that.

MR, MAGNUSON: If we might go off the record

for a moment.

(Discussion off the record, )
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22 Minneapolis, Minnesota
Attorney representing Plaintiffs;
23
Robert J. Beugen, Esq.
24 2300 Central Ave. N.E.
- Minneapolis, Minnesota
2 Attorney representing Plaintiffs;
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APPEARANCES (Continued):

Pau 1 M= gnuson, Es q.
1 1

Drovers Bank Buildinps
Scuth St. Paul, Minnesota
Attorney

R. Anderson and A & J

Whereupon,
CARL R. ANDERSON,
a witness called by the Plaintiffs, having been first duly
sworn, was examined and testifiled as follows:
CROSS-EXAMINATION
MR. EDEIMAN: The deposition of Carl R.
Anderson is being taken pursuant to Notice of Taking
Deposition served on him and orlginally set
ber 13, 1967, at 10:00 o'clock A.M.; and by
tion of Counsel, continued to September 19,
2:00 P.M,, at the place indicated in the orlginal Notic
of Taking Deposition.
MR . EDELMAN:
Will you state your full name and address?

Carl Richard Anderson; 20 Arthur Terrace, Burnsville,
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Minnesota, 55378.
1s your occupation or business?
Construction, development.
And are you associated with any particular business?
A & J Builders, Inc.
And is that a Minnesota corporation?

A
res.

When was that organized?

February of 1963.

And where does it have its place of business?
West 80th, Minneapolis, Minn.
Who are the stockholders of A
Carl R. Anderson and my wife,
there been any change

within the 1St yvear?

speclifically, has Julizn

holder?

Q@ When was he a stockholder?
A I don't know the exact date on that.
has that.

MR, MAGNUSON:

ffor a moment.
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MR . EDELMAN :

Winat's your age, Mr

you have a family?

How many children?
Two children,
Now, the address that you Just gave us,
0 2 4‘\
4

A & J Bullders, Inc., 1s also the address of

Excavat

(¥

ors, 1s it not?

£ This is correct.

Who owns Dependable Excavators?

Julian Vinge.

And 1s Dependable Excavators a corporation?

Yes,.

And 1s A & J Bullders, Inc a tenant of Mr. Vinge or
tenant of the Dependable Excavators?

Mr. -- Dependable Excavators

Who do you pay your rent to?

rent

LT

Well, we don't pay any

What arrangement do you have?

We have just been 1in there a

How long is that?
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Three months,
Where did you have your
we had it at 8017

8017 Knox?

Yes,

Now, is there some way you can
with respect to the participation by Vinge
Inc.?

Yes.
When can you get that?
Immediately after,.

Was there ever a partnership called A. & J. Builders?

ver a partnership called A. & J. Builders an;
Contractors?
No.
Were you and Julian Vinge a partnership in any way?
No.
So that your only business connection was that at one
was a stockholder in your company, A & J Builders, Inc.

Correct.

he one of the original stockholders?

You say you organized the corporation in 19639

Right.
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@ And he remained a sto khold i some
date that you have not vet been
That is right.

What are the assets of A & J Bullders, Inc.?

Just right off-hand, I don't know.

Now, one of the things we asled you to bring was the

contract between the sellers of the 1and and Ridge Lutheran

Home, Inc. Do you have that with you?
] v

A Correct.
Q@ Now, you noticed this description which is set forth
in the complaint in the first column, which is a
o1 approximately 125 acres, I guess. Who owns
A A & J Builders, Inc.
And the contract I Just referred to a moment ago 1is the
contract covering that 1and?
A This 1s correct.
Q How many acres does that contract cover?
1t covers approximately 130 acres.

About 130 acres?

I have that contract?
(Document handed to Counsel. )

(Plaintiffs' Deposition Exhibht
I marked for identification.)

EDEIMAN :
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10

11

12

14

15

16

17

18

19

20

21

22

23

24

25

Q Showing you Plaintiffs' Deposition Exhibit 1; My,

Anderson, 1s this the original agreement between A & J Builders

Inc., and Ridge Lutheran Home, Inc., concerning the tract of
land that we spoke of a moment ago of approximately 1230 acres
in Burnsville?

A Well, I don't know if 1it's the original. 1It's one of

=

the coples. 1It's the original, I believe, but I don't know if
it's -- two copiles were made.

Q ,Does that appear to be the ribbon copy, one that would
be the original as distinguished from a carbon copy?

A It would appear that it was a carbon copy.

Q@ This appears to be a carbon copy to you?

MR. MAGNUSON: If we may go off the record

a moment,

BY MR. EDEIMAN:
Q Well, Mr. Anderson, does your signature appear on this

document?

Q H w does it appear Does 1t appear on behzlf of the

Q As president of the seller?

Q Does 1t appear also on behalf of the buyer, Ridge
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Lutheran Home, Inc., the D d acquirer of the property,

president thereof?
Who are the stockholders of A & J
Carl Anderson and my wife, Mary.
Q@ Between the two of you, you own all the stock?
That is correct.
And your testimony 1is prior to Aprii 26, 1966, Mr,

stock in this corporation?

And at the time this { 1greement entered into

5
L

date that it bears?

How much money did Mr. Vinge have invested with you at
any time when he was a stockholder?
A I can't say off hand.
Q@ Can you give us any l1ldea? Are you talking about a
hundred thousand, or --
MR, MAGNUSON: I am going to object to this
question as ( 1 ) being speculative. The witness has

testified that he cannot say off-hand at this moment.

And 1in addition to that, I object to 1its being irrele-

vant to the matter under question and what affairs occuy
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13

14

15

16

17

18

19

20

21

22

23

24

25

by and between Mr. Anderson and Mr. Vinge at any time
prior to this, can have no relevancy to this proceeding

MR. EDEIMAN: We will proceed.

BY MR. EDELMAN:

Q Mr. Anderson, at the time you entered into this contrack

through your A & J Builders, Inc., was Mr. Vinge also a member

n

of the Board of Directors of Ridge Lutheran Home, Inc.?

A Yes

@ Were you also z member of the Board of Directors of the
Ridge Lutheran Home, Inc.?

A Yes,.

Q Were you at that time the executive secretary of Ridge
Lutheran Home, Inc.?

A Yes,

Q@ And in charge of its business and affairs?

A Not wholly.

Q Now, as a matter of fact, you executed this document
in a third capacity also, as executive secretary of Ridge
Lutheran Home, Inc., didn't you?

A That is correct.

Q. In the lower right-hand corner you marked the attest
by your signature, executive secretary; and by that you meant
executive secretary of Ridge Lutheran Home, Inc.?

A This 1

correct,

(D

wn

Q Because the other attesting party is Mary B. Anderson,
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and treasurer of A & J

/hen did you acquire this property?

MR. MAGNUSON: I am going to object ta that
also as belng 1rrelevant to this matter. When or how
this property was acquired I think has no bearing what-
Soever upon the case 1n consideration.

MR. EDELMAN: You recall, Mr. Magnuson, we
are charging this is not only a case of self-dealing on
both sides of the transaction, also charging that the
price which is determined here was not determined in an

arm's length transaction; therefore it is of the great

o

relevance because we know what the ffelr value of this
property would be at an arm's lehgth transaction. So

the record is very clear that we must know what he paid

MR. MAGNUSON: Again I will stand on my

objection and will stand on the objection on two bases:

(1) The intervention of time that has been involved in

the matter; and for that matter, the acquisition of thisg
property could have come by inheritance, by gift, by

purchase,
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MR. EDEIMAN: Mr, Magnuson, what's

1a€ '8

‘e R

beclouding the record,

BY MR, EDELMAN:

When did you acquire this property?

right. So you acquired

date of this transaction,

MR. EDEIMAN: Now, do you still want to

Instruct him not to answer the question about how much

he paid for it in 1963°?

MR. MAGNUSON: so instruct him.

MR. EDELIMAN: ecord 1s clear

instructed him.
EDELMAN :

Now, you undertook to have this agreement executed.

calls for the purchase of this property at $7,000 per

according to the first sentence in Paragraph No. 2 of the agree
ment. Are we to understand that is what you expected the Home

his land, $7,000 per acre?

Now, you also say in the second Sentence of Paragraph

you are to have $500,000 pald on or before December 30,

re you referring to the balance of the purchase
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price computed on the basis of $7,000 an acre?

A  Repeat that agailn, please?

Q Well, 130 acres at $7,000 zn acre would be $910, 000
according to the way I figure it. And I want to get the relati
ship of this $7,000 per acre price specified in the first sen-
tence and a payment of $500,000 which is referred to in the

second sentence. Are we talking about two different prices,

or what 1s the relationship between the two figures?

A No. It's the balance.

Q So that if they paid for the entire 130 acres, and
there was only a balance of 500,000 left, it would mean they
would have paid you $410,000; which with the 500,000 would make
910,000?

A This 1s correct.

Q This contemplated an ultimate purchase price of $910,00
for 130 acres, right?

A Right,

Q@ Now, in this agreement also you reserve the right to
sell and remove gravel, sand, black dirt and material. Do I
understand this reservation of the right to remove sand and
gravel contemplated that you could remove such materials with-
out accounting to Ridge Lutheran Home, Inc., for the proceeds
or realization therefrom?

A Yes,

Q@ All right., So that this would be an additional benefit
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to you 1if you saw fit to remove gravel and sand?

A Yes,.

LS

And this agreement also provided that you would -- that

1

the Ridge Lutheran Home would have no money interest in land

which was under condemnation. How big a plece was under con-
demnation for Highway 35E?
A It's not under condemnation.
Q If it were condemned, then you were to retain the monej?
A I would take the legal proceedings to handle the situaA

4

Was any part of this 130 acres ever condemned?
Yes,
Q What part?

v

A The Nicollet Avenue, which Burnsville condemned ,

Q Nicollet Avenue -- how many acres were taken?

A There was approximately two and some tenths acres, I

believe,
Q When was this condemnation?
A That was in -- off-hand, I don't know the date.
Q Was it within the 1last year or two?
A It was -- the condemnation was before that -- more than
two years Ag0 .
@ When did you
A This yesar.

Q@ In 19672
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Right.
How much did you receive?
Approximately $9,000.

You received approximately $9,000 for how many acres?

It was two-something, if I remember right. Off-hand,

remember., I would have to look at the condemnation.
Thlis was property fronting on Nicollet Avenue?
This was property for slope rights and properties taker
for Nicollet Avenue.
Now, we sald a moment ago that you reserved
Have you in fact taken gravel from
land whlch is embraced within this contract?

A Yes, I have,

Q As a2 matter of fact, there have been extensive excava-
tions. As you drive by, it's apparent to any passer-by that
there has been considerable --

A That was taken prior to any agreement or prior to any
formation of Ridge Lutheran Home.

Q Has there been any sand and yravel and black dirt taken
from the premises after April 26, 19662

Yes.
How much?
Off'-hand, I would say three, four, thousand dollars.

Was this taken by Dependable Excavators?

wasn't,
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Well, did they have anything to do with the sand and

L
by way of becoming ultimate purch

They processed prior to any agreement here.

They processed what?

Classified.

Q@ They classified the materials and piled them up in pille

according to classification?

Well, all there is there

They did the classifying

They did the work, put the machine in there.

To whom did you sell the sand and gravel that you did

some that we sold -- well, we sold Solberg
Construction Company some, and sold some to -- I can't remember
the other name. There wasn't very much that we sold.
The next thing that you provided in this agreement --
agreement was drawn up by you?
Home ,
Lutheran Home in any way represented in

the drafting of this agreement?

M

A Yes.
Q By whom?

Mr. Gronseth and Mr. Linse and Mr., Vinge.

And aside from them, there wasn't any other represent9t£on?
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1s right,

had no legal representation?
right.
language used 1is your language, isn't 1it?
right.

Q Now, the next sentence says that the party of the first

part, meaning A & J Builders, Inc. -- when I say "you" A & J

Bullders 1s your wholly-owned corporation, owned by yourself
and your wife?

A This 1s right.

Q And the testimony 1s that was the case at the time this
contract was entered into?

A This 1is right.

" meaning you or your

Q@ So I will refer to you as 'you,
corporation. It says the party of the first part has the right
or contract to develop, construct, maintain, improve, remodel,
promote, any part of thls planned unit development known as
The Ridges Concept. Does this mean that you retained the right
to do all the contracting, developing, maintaining, improving,
the entire project?

A This 1s correct.

Q@ Just what did this contemplate in addition to this
nursing home that we have seen partially contructed? What else

was 1n contemplation within the meaning of this contract?

A You mean --
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Q For the builders?
A Well, we have a concept that we have that shows all

these things.

@ Do vou have it here?

Q@ May I have 1it?
A Yes.
MR. EDEIMAN: May we have this marked as
Plaintiffs!' 22
(Plaintiffs' Deposition

Exhibit 2 marked for identi
fication.)

BY MR, EDELMAN:
Q Now, showing you Plaintiffs' Deposition Exhibit 2, is

this 2 rendering of The Ridges as an over-all project, and pre-

senting the general concept of it as an integrated community
sponsored by the Lutheran groups?

&. Yes.

Q@ And does this rendering and the proposed ultimate im-

provements and the bulldings and improvements, relate to the

entire plece of land which is approximately 130 acres, which we,

have referred to as covered by the land purchase agreement
dated -- rather Plaintiffs! Deposition Exhibit 12

A Right.

Q@ And I see that there is a reference to a conditional

use permlt which was 1ssued for this plan and supporting

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMOND AVE. ST. PAUL 14, MINNESOTA




englneering layouts for land use, private streets
by the Village of Burnsville.

This is right.

+
b |

End thls rendering consists of six sheets, as I see 1

sheet being & general, over-all schematic drawing

is that right?

And Page 2 of this Plaintiff Deposition Exhibit 2 is

(4
descriptive of the geographic -- of 1e area in terms of pro-
Jects without buildings being shown thereon, and it consists of
the descriptive material, 1s that right, in words?

* 4y

This 1s for use, for density.
called "land use detail”?
¥, what do we mean? What do you understand
used on Page 2 of this exhibit?

the population that can be used in a

Now, turning to Page 3, this utilities -- ig schematic

presentation of the location of utilities such as water, sewer,

Right.
@ And turning to Page 4 of this exhibit, what does this
have reference to?

These are the roads that have been constructed, are
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1t shows the profile interms of elevations?
A Right.
@ And grades

Right.

Q Turning to page 5 of this Plaintiffs' Deposition Ex-

what does this deplct?
'his 1s the same as prior.
Q Is it identlically the same as Page 42
A No, it's a contlnuation.
Q It contains some of the same kind of dazta, but with
reference to other parts of the project?
A Right.

Q@ Turning to Page 6 of this Plaint: Deposition Exhibi

2, what does this depict?

2

A This is the sewer and water elevations.
Q@ I see.
A Grades.
this has six pages; I see that I am
wrong ' seven pages. What does the last page depict?
A This 1s the same as prior, additional data.
Q Now, the next sentence of your agreement refers again

to the payment of $500,000 retroactive to the beginning of the

development of The Ridges; and 1t states here that you will at

all times have on hand a contingency fund of at least $200, 000,
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What sort of contingency fund were you referring to in this

agreement?
A A performance-bond type.
That's for the improvement --
A This is for performance on thelr part -- that I have
the right to build and construct these buildings.
Q Well, it says the party of the first part shall have.
That means you, A & J Builders, Inc. Did you have a contlingency
fund of $200,000 on hand?
No,
Did you ever have it on
'robably.
What did you say?
I don't know off-hand how -
Well, on April 26, 1966, did
Yes.
In what form?
Money .
You had $200,000 in money that belonged to you; and
where was 1t on deposit?
I don't know off-hand.
Q Well, as a matter of fact, you never did have any con-
tingency fund; and your first answer was correct, wasn't it?
A This is correct,.

Q So you never had any contingency fund?
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Q Now, the next sentence of this agreement says that you
were to recelve 10 per cent of the cost of labor and materials
superintendence and expenses. Was this per 't fee that

to be pald to you for being = con ( Y s that what
means?
This is pright.

Q@ In other words, you were -- we understand this sentenced
means that you agreed to construct whatever was to be construct
ed on the basis of cost of labor and materials and superinten-
dence plus a fee of 10 per cent to you?

Right.

Q And then 1t says in the next portion of the sentence,

"And he shall receive 7 per cent of the cost of all and any

work done by party of the first part or other contractors, sub-
contractors or general contractor."

Right.

This means you were to get 17 per cent, is that what

No.
Tell us how that was to work?
A This was Just in cases where there would be Hill-Burton
funds -- where the job would have to be bid, this would be a

fee to me to take care of this thing so i1t was done correctly.

Q@ In what case do you get 10 per cent?
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A When A & J Builders does actual construction.

Q@ Then your profit was 10 per cent?

A Correct.

Q In addition to that, if you performed some other work,
you were to get 7 per cent of work done either by you or sub-
contractor or general contractor?

A Right.

Q Suppose you were the general contractor, A & J, Inc.;

4

you were to get 10 per cent for sure under the first portion of
this sentence., Did you also get 7 per cent of all the work done
by all the sub-contractors under you?

A This 1s right.

Q You would get 10 per cent over-all and 7 per cent on

211 the subs?

>

Right.
Q@ Is that a standard, common way of doing business?
A  Right.

Q@ In your opinion, that's a fair and reasonable arrange-

ment between Ridge Lutheran Home, Inc., and A & J Buil@ers?

Q Do you have a contract besides this agreement for the
construction of the nursing home as a2 separate structure?

A No.

Q@ Do you have any contracts for the construction of any-

thing aside from this agreement?
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A No,
Q Is this the only agreement between Ridge Lutheran Home,
Inc., and A & J Bullders, Inc., relating to acquisition of 1land

and construction of the improvements thereon?

N o I 4
n Ll(‘:‘:‘}j e

Q Now, who prepared that concept whi;h is depicted in
laintiffs' Deposition Exhibit 2? Was that done by an archi-
tect?

A Done by Brower and Associates.

Q@ And who paid for that?

A A & J Buillders,

Q@ When was that done?

A I don't know off-hand when it was done.

Q Was 1t done after April 26, 19662

A Prior to that.

Q Prior to April 26, 19662

A Yes.

Q@ I call your attention to Page 1 of Plaintiffs! Deposi-
tlon Exhibit 2 and the date of 9-13-65 -- September 13, 1965,
Would that assist you in recalling when this was prepared? And
I call your attention also to each and every page thereafter

seems to bear that same date of September 13, 1965,

A This is right.

©
o
<t

hat -- do you know when Rildge Lutheran Home, Inc

L ]

was organized as a corporation?
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Jenuary 28, 1965 -- I beg your pardon, January 27.
Jenuary 27, 1965, This information was given to me
Certificate of Incorporation issued by
which your Counsel has just produced.

Correct.

By the way, do you have any other corporate records
Ridge Lutheran Home with you?

Right.

Do you have others? Do you have a minute book?
Right.

May I see that?

MR, MAGNUSON: You will find it's a blank

minute book with the exception of the section on minutd
The minutes are included in that.

BY MR. EDELMAN:

Q Now, this corporation was organized on January 27,

and you were its first president?
Q@ And you were the executive secretary?

At a later meeting.

How soon after the organization did you become executiwu

1t was the first meeting.
the first meeting?

Correct.,
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Q Of the Directors. Ncw, this is a charitable, non-pro-

fit corporation; and all the members of the corporation are
also members of the Board of Directors?
right.
And I notice that the Articles of Incorporation
seven individuals as the first Directors; but
your minutes on March 5, idﬁ%, which appear to be the first

minutes 1n the minute book produced by your Counsel, refer

only to five individuals, being Carl Anderson, Howard Bur gdorf,

Rev. August Hauptman, Eugene Linse, and Luther C. Gronseth,
These are the ones that were present.
Isn't it a fact that the other two never did assume
office; that there were only five Directors to start with?
No, there was séven.

Q@ There were seven., When did the directorships fal1l
below seven? Will you tell us how that ocecurred and who got
off?

Rev. Hauptman got off, and Mr. Pleuss,
Mr, Howard Pleuss -- P-1-e-u-s-s -= and Rev. August
Hauptman got off. How soon after the Incorporation on January

hat happen?
Probably five months later.

And who next left after those two?
Howard Burgdorf.

How long after the withdrawal of the first two mentionef
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af ter ti organization, some time in the summer,

or thereabouts, the membership of the Board of ( was

reduced to five; and about a year later was reduced to four,

in the summer of '662?
Yes,

Q@ I think we have the exact date -- just a second.

A I belleve Mr. Burgdorf resigned July 29, 1966. I'm
estimating this is right,

Q@ You're estimating exactly right;

A Right.

Q After Mr. Burgdorf's resignation on July 29,
operated with four directors?’

A Right.

Q@ Now, where was the business of the Ridge Lutheran Home,
Inc., transacted from and after January 27, 19652

A Well, at first --

Q@ At the beginning.

A We transacted the ss in a trailer house on the
property.

Q Yes?

A Then we rented an offilice at Southdale.

Q@ When did you rent the office at Southdale?
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A Somewheres around August 1, 19

Qo

-

(e

k]

~
1

Q@ Now, beginning with the first meeting, the first

zation meeting after your incorporation on January 27, 12

(O
wn
-
Cf‘:

=

became the executive secretary of Ridge Lutheran Home, Inc.,
by action of the Board of Directors?

A  Right.

Q And you were also president?

A  Right.

. Now, what did your duties include?

A Well, what I was doing in my duties was I would come
in the office, sign checks; I took the mail in to the South-
dale office; I helped out wherever I could.

Q@ Did you have any functions in relation to correspon-
dence that came in? Did you answer correspondence as execu-
tive sescretary?

A When the corporatidn first started, I answered the

mail.

Q

Q Did you have in your possession, in your harge, the
financlial records showing the deposits of moneys to the account

of Ridge Lutheran Hime, Inc.?

A Right.
Q@ And you had the authority to endorse all checks?
A Right.

Q And to deposit them to the account. Where was the

account first maintained?

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMOND AVE. ST. PAUL 14, MINNESOTA




A The first account we had was I believe with the
Netional Bank.

Q@ This is in Burnsville?
Right.
And thereafter where did you maintain your account?
Marquette Natlonal Bank.
And thereafter where did maintain your account?
Hudson National Bank,
Hudson Bank or First Natlonal Bank?

A First National Bank of Hudson.

Q@ And you were in charge of receiving moneys and dis-

bursing moneys from the.beginning shortly after January 27,

1965, --

A Rilght.
Q@ == until when?
Until I resigned I imagine.

Fal

When did you send in your letter of resignation?

1 believe it was August 26 or 28, one of those dates

You sent 1n a resignation as president and

of the Board of Ridge Lutheran Home, Inc.,
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How did you send that?
A Registered mall.
Q@ All right. Now, between the beginning of the corpora-
tion, January 27, 1965, and August 26, 1967, which is a period
of two years and some seven months, how much money did Ridge

Lutheran Home, Inc., pay A & J Builders, Inc., on account of

the contract that has been identified as Plaintiffs' Deposl-~

tion Exhibit 1°

A I would say about a million -- I don't know really the
exact flgure. It's over a million dollars.

Q Over a million dollars was pald to vou?

A Rlght.

Q And how much did you receive on account of purchase
price of 1land?

A Five hundred thousand.

Q@ Do you have any books and records where we can ascertaln
now much you apportioned to land and how much you apportioned
for other things?

A Yes,

Where are those records?

Well, off the record --
Well, do you have them with you here?

MR, MAGNUSON: The answer to this question
is no. And if we may go off the record, I would 1like

to give you an explanation of this,
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MR . EDELMAN:

You haven't any records with you here?

as I understand 101 r after this contract

was entered into on April 26, )66, you did undertake the con-

struction of the Nursing Home~*
A Right.
Q@ When did that begin?
A About June 1st, 1966,
Q@ Less than -- About a month and a few days after this
contract was signed?
That's right.
Now, was A & J Bullders, Inc., the contractor on the
Right.
The general contractor?
Right.
Did you give a performance bond?
No.
Did you give a bond agalinst mechanics
No.
Did you furnish any security to Ridge Lutheran Home in
terms of a bond or anything similar to a bond to guarantee
performance by you?

No.
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have any contingency fund on hand, either

Q@ Now, during all this time that you were working from
the first part of June, 1966, until your resignation on August
26, '67, you were occupying two roles: First, your role as 2
builder, A & J Bullders, Inc., and recelving moneys in your
capacity as a builder and land seller. And at the same time
you were occupying the role as executive secretary and manager
of the buillding project for Ridge Lutheran Home. Isn't that
true?

A Would you repeat. that again?

MR. EDEIMAN: Well, read the question.
(Question was read.)
THE WITNESS: No.
BY MR. EDEIMAN:
Q In what respect isn't it true?

A As far as A &

=

Builders.

Q@ What is there that needs to be corrected with A & J

Bullders?

A Well, A & J Bullders received the money from me as

executlve secretary, Carl Anderson, of the Ridge Lutheran Home.

&<

Q I didn't get that. Repeat 1t again. A

& J Buillders

Inc., as bullder and general contractor, received money from

you as executive secretary of Ridge Lutheran Home, Inc. Is that
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what you said?
Right.

Is that correct?

Correct.

Now, you have already said that you received a2 million

or even more than a million dollars, possibly, from

Rldge Lutheran Home, Inc., funds?

A Correct.

Q When you recelived that million dollars or more, you
received itias A & J Bullders, In¢.?
A No,

How did you recelve it?

As executive secretary, Carl Anderson, of Ridge Lutherar

Q As executive secretary of Ridge Lutheran Home,

you paid it to A & J Bullders, Inc., isn't that true?

A Correct.

Q All right. So when you received a million dollars,
at the recelving end was A & J Bullders, Inc?

Correct.

Q And at the payling end was Carl Anderson as executive
secretary,Ridge Lutheran Home, Inc.?

A Right,

Q@ Now, can you give us a breakdown -- have you prepared

a breakdown of when and how you recelved that million dollars

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMOND AVE. ST. PAUL 14, MINNESOTA




what dates?
A This would be through the checks that I brought in.
Q@ Have you got the checks here?
Right.

All right, let's see the checks.

(Discussion off the record.)

BY MR, EDEIMAN:

Q You have produced one box, which is a box identified
as Flbre-Metal Welding & Safety Eaquipment box; and out of that
box we have taken three manila envelopes. And in each of the
three manila envelopes we find a series of bank statements
with canceled checks, 1s that right?

A Correct.

Q@ And whose canceled checks are those?

Ridge Lutheran Home, Inc.
These are Ridge Lutheran Home canceled checks?
Correct.

Q@ These canceled checks are checks drawn successively

on the accounts which you described before as being the account
at Valley National in Burnsville, Marquette National in Minnea-
polis, and First National in Hudson, Wisconsin?

Q@ Right.

Q And your testimony 1is that if we were to go through
these accounts, we would find how the moneys which were Ridge

Lutheran Home's, Inc., were disbursed?
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All right.

MR. EDEIMAN: Now, can we mark the box and
mark the three envelopes so we have now got them at
least in the custody of the deposition.

iffs!' Exhibits 3,
3=C are marked for
fication.)
MR . EDELMAN:

Q All right. Now, as to the mechanlcs, you say you tended

to receliving moneys for Ridge Lutheran Home, Inc., and seeing

to i1t they got deposited into the bank accounts.

A Well, the secretary took care of that.

Q@ Does your name appear as the endorsing party on any

of these checks?

As a matter of fact, you endorsed al1l the checks, didn't

Yes,
kay. Now, what was the source of all the moneys that

the Ridge Lutheran Home, Inc., received?

A The sale of Lutheran development bonds.

Q@ And will you describe how those bonds were so1d?

A The mail would come to my home. I would bring it into

bouthdale, and 1t was taken care of -- send out the necessary

literature,
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Q@ You say all the mail would come to your home?

A Right.

Q@ Why did 211 the mail come to your home when you had an

office?
This was the corporate address.
What's your home address?
20 Arthur Terrace, Burnsville, Minnesota.
20 Arthur Terrace, Burnsville, Minnesota?
Yes.

Q@ And being the corporate address, the mail principally

there to your house?

A Yes.

Q@ That was the corporate address of Ridge Lutheran Home,
Inc.; but your corporate address of A & J Bullders, Inc., was
at another place?

A Right.

Q What was the corporate address there?

A 1725 West 80th.

That's where you are now?
Right.
Where was 1t before?
8017 Knox.
Q When you talk about corporate address, you mean the

place where you had the office?

A Well, I did a lot of work right there in the office,
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right .

Q Where 1s the officlal corporate office as designated
in the Articles of Incorporation of A & J Builders, Inc.?

A 8017 Knox.

Q In other words, that was the address at the time you
organized the corporation?

A This i1s right.
Q Now, did you send out soliciting material to people to
have them buy these bonds?

A When we first started, I did.
Q@ What did you say?

We had a brochure and we sent out a brochure.

Can I see the brochure? Do you have a copy of it?

Thilis was the first one.

(Plaintiffs' Dep ion

osi
Exhibit 4 marked for
identification.)

BY MR. EDELMAN:

Q Showing you Plaintiffs' Deposition Exhibit 4, this 1s

a sample of the first soliciting material that was sent out
to prospective bond purchasers, which were referred to as
building development bonds?

A Right,

Q And these were sent out from your home?

A When we first started, right. They were sent from a

trailer after that, and from the Southdale office.

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMOND AVE. ST. PAUL 14, MINNESOTA




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q@ How did you select the 1ist of people to whom <this
was to be addressed?

A Through advertisements that we got responses to.

Q What kind of advertisements?

A Bond advertisements.

Q@ And did you have membership lists from the various
Lutheran churches of the Missouri Synod?

A I think we had one or two, but nothing -- we paid for
our advertising.

Q Where did you advertise?

A Well, we advertised in "The Farmer"; we advertised in
the church papers, different ones -- "Lutheran Reporter, "
"Lutheran Layman. "

Q Yes?

A And other ones. I just can't remember all the names,

Q And calling your attention to the material in this
brochure, addressed to "Dear Investor", did you write this
material?

A No.

Q@ Did you subscribe to it?

A As a Board member, right; or executive secretary, right|.

Q And I notice that you have a form for the investor to

send in a check for a bond or bonds as he would Subscribe to it

A Right, a check or confirmation.

Q@ And I notice in this brochure you also stated that ther
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the bonds so provide? Was there any provision on
the bonds for redemption notice?
A Right.
There was?
I belleve so.
Well, will you produce a specimen of your bonds?

I don't believe I have one along.

=

iy

At any rate, the moneys that were posited in the
Ridge Lutheran Home bank account came from the sale of bonds?
A Right.

Q And the bonds -- the whole program of receipt of money ,

the sale of bonds, was under your supervision as executive

secretary of Ridge Lutheran Home?
A Right.
Now, did you keep the record of all the bonds so01d?
Right.
Do you have that record?
Right.

Did you bring it with you here?

Where is that?

In the two suitcases.

The two sultcases which Mr.' Magnuson i1s now opening?
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THE WITNESS: And right there, Paul, 1is
mail.
EDEIMAN:
@ All right. Now, Mr. Anderson, as I understand it then
as the moneys -- after the moneys were deposited under your

direction, you would cause the Rldge Lutheran Home funds to

be disbursed through checks signed by you on its behalf?

A. Right.

Q@ Now, turning as an example to the checks which seem to
be in the June, 1967 checking account statement, and calling
vour attention to three checks payable to you personally:
Check No. 1752 for $22,000; Check No. 1754 for $5,000; and
Check No. 1773 for $12,000, dated respectively June 1, June 7,
and June 15, for an aggregate of $39,000, these checks were

all deposited in your personal bank account, weren't they?

A Right.

Q At Chanhassen, I believe?

A Right,

Q And likewlse turning to the next batch of checks which
were returned for July 31, referring now to Check No.
dated June 27, for $10,000; Check No. 1780 dated July
$20,000; and Check No. 1781 for $11,000, representing
aggregate of $41,000, in the July statement, as of July 31,
these likewise were all endorsed by you personally --

by you personally on behalf of Ridge Lutheran Home

oo |
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40
payable to you personally and endorsed by you personally and
deposited 1n your account at the State Bank of Chanhassen?

A Rs executlve secretary.

Q@ You signed them as executive secretary of the Rildge
Lutheran Home, Inc., but you made them payable to you person-
ally?

A As executive secretary.

O

Is there anything there about the executive secretary?

A No, right.

Q All right. In whose name is the account maintained
at the State Bank of Chanhassen?

A My wife and my own,

@ Carl Anderson -- that's your personal account, right?

A Right.

Q@ Those checks that I mentioned so far went into your
personal account?

A Right.

Q Now, calling your attention to cheeks in the August
returned checks, being Check No. 1796 dated July 28, 1967, for
$10,000; Check No. 1799 dated August 14, 1967, for $15,000;
both of those likewise were endorsed by wvou personally and wenf
into your bank account at Chanhassen?

A Correct.

Q Now explain to us just what you were doing in this pro-

cess of first drawing checks in your capacity as executive

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMOND AVE. ST. PAUL 14, MINNESOTA




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

41

secretary of Ridge Lutheran Home, Inc.; making them payable to
yourself; then depositing them in the bank account maintalned
by you and your wife at Chanhassen. Just how were you dis-
bursing the Chanhassen funds?

A What's your first question?

Q@ Tell us what you were dolng. You were drawing money
as executlve secretary of the Ridge Lutheran Home.

A We were garnished, and this is when this took place.

Q@ I am just asking what you were doing. You were drawing
large sums of money in checks ranging from 5 to 10, 11, to
20,000 dollars payable to you personally, and this money wound
up in the bank account at the State Bank of Chanhassen.

A From there it went to A & J Builders.

Q@ From there 1t went to A & J Builders, Inc.?

A Right.

Q@ Have you got your Chanhassen Bank account here with yol

A No, I don't.

Q@ And why couldn't you have paid A & J Builders direct?

Why should you have put it in your own account?

A  According to the minutes, this is the way I felt it

should have been.,

Q As a matter of fact, even after you resigned, you drew
check, didn't you?

A No.

Q A1l right. Now, you say you transferred the money --

now we have traced the money into the Chanhassen Bank, which is
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your personal bank account; and from there it went to A &

Buillders, Inc. Do you have any accounting or statements
showing how much money of the Ridge Lutheran Home you disburse
and what wrs done with it?
A It's in the checks that I brought in.
Q@ Did you ever render an accounting?
No.
Were you asked for an accounting?
No,
In the summer of 1966 wasn't there a demand made on
you in wrlting by Mr. Linse for a special meeting and for an

accountinglisn't that true?

Was there a notice of meeting given to be held on
August 22, 1966°?
A I don't know,.
Q Do you deny that on or about August 22, 1966, a notice
was sent to you as president of the Ridge Lutheran Home, Inc.,
by Mr. Gronseth, in which he reported to you that Mr. Eugene

Linse, secretary of the Board had requested 3 meeting to be

held on August 29, 1966; and you and Mr. Vinge refused to atter

A Will you restate that, please?

(The guestion was read.)

THE WITNESS:
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BY MR, EDEIMAN:
@ You say no such meeting was eve
The meeting was called, yes,
A meeting was called?
But we didn't deny to go.
Why didn't you go?
I wasn't in town.

Q In connection with that meeting, hadn't a written set
of resolutions been submitted to you which called for, among
other things, an accounting?

A No.

Q No such proposed resolutions were submitted to

A No,

Q And you are stating under oath now that in the summer

of 1966, particularly in the month of August, 1966, no demand
was made by members of the Board of Directors of Ridge Lutheranm
Home, Inc., that you render an accounting?

A No.

Q@ Or that a professional accountant be maintained to
establish a bookkeeping system?

A No.

Q@ Or that yvou be relieved of your duties as executive

secretary?

A No.

Q@ No such demand was ever made of you?
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A No.

Q@ And did you ever at any time, whether a demand was
made of you or not, ever prepare in an intelligible, under-
standable form a statement showing all the receipts that you
recelved as executive secretary of Ridge Lutheran Home, and
showing the disbursements of those moneys and the purposes
for which those moneys were disbursed?

A No, I never did.

Q Never did that, Did you consider that you were acting
in the role of trustee when you were acting as executive secre-
tary and Director?

A Very much so.

Q #nd you didn't think --

A I told Mr. Gronseth many times.

Q@ You have told Mr. Gronseth, but you didn't do it as
executive secretary?

A No.

Q You had control of the records, didn't you?

They were open to anybody at any time.
Were they in your custody?

Not all the time.

Who produced the records today?

I produced in part.
Q@ You produced all the records of deposits and in the

varlous banks, maintained by the Ridge Lutherzn Home, Inc., 1is

that correct?
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Right.

Q@ And you have had those records from the beginning of
the activity of Ridge Lutheran Home, Inc., in the first part
of 19652

A No.

Q Has anybody else had custody?

They have been at the office.
You have produced them today, haven't you?
Right.
@ All right. And those records that you had and had

access to all this time would have shown all the receilpts and

all the disbursements?

A Right.

Q@ And you cannot tell me today, can you, what actually
happened to all the money that you received as executive secre-
tary of Ridge Lutheran Home, Inc., excepting insofar as you say
to me to look through several thousand checks?

A Right.

Q And to look through several thousand checks would take

an auditor quitée a considerable length of time to piece it

together now, isn't that true? How long do you think it would

take to determine how much moneys were received by Ridge Luther

Home and what happened to the moneys?

A T don't know.

Q You say you don't know. Do you think it could be done
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than two, three, or four weeks?
I believe it could.

What's your best estimate?

I wouldn't care to estimate.

Now, in this account that you put this money in in

the State Bank of Chanhassen, did you have any other sources
f deposit for moneys that went into that account?
A Right.
Your personal moneys went into that account?
Right.
And who could write checks on that Chanhassen account?
Myself and my wife,
Did you pay your personal bills out of that account?
Right.
@ Did you pay bills on account of labor and materials
and construction of the Nursing Home on that account?
A Nec.
Q When you issued checks in round amounts such as 10 or

15 thousand dollars and transferred the funds from Ridge

Lutheran Home into your account at Chanhassen, did you contem-
poraneously the same day write a check in the same amount from
the Chanhassen Bank account to A & J Builders, Inc.?
No.
Q@ How would you keep track of 1t?

A When I got the statement.
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What do you mean? What could you tell from looking
statement?
What was deposited,

When would you transfer the funds to A & J Builders,

When 1t was necessary.

So whenever you felt it was necessary to put money in
A & J Bullders, Inc., you would draw on your personal Chanhasss
account?

A Right.

Q@ And the necessity became apparent only as you would

look at the balance once a month, or maybe you had some more
frequent way of finding out, did you?
A Well, I had an idea.
You had 2 general idea?
Right,
Did you balance your checking account each month, or di
you take the bank's word for the balance?

A We balanced it sometimes.

Sometimes. Do you know how to reconcile the bank state

Yes.
Did you reconcile it each and every month?
No.

So you had a bank account where you didn't even r
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bank statement?
A That's right.
Q Talking now about the Chanhassen Account?
Right.

Did vou handle the A & J Bullders account the same

No.

Did you have a separate bookkeeper for A & J Bullders,

Right.
vho was your bookkeeper at A & J Builders, Inc.?
Donald Anderson.
Is he related to you?
A No.
Q@ Do vou know how much -- what total amount in dollars
in bonds were sold?

A No, I don't.

Q@ Now, on August 31, 1967, you drew a check for $15,000.

I am referring now to a slip which glves the date of the check
and account number and the amount, which states, "Payment stopp¢
Did you draw that check?
A Not that check, no. Not if it was dated August 31, '67
What date was that?

August 25, '67.

So that the day before you resigned, according to your
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testimony, you drew a check for $15,000. At the time you drew
the check, you knew you were going to resign the next day?

A No.

Q@ What did you intend to do with the $15,000?

A Disburse it to Carl R. Anderson, A & J Bullders.

Q@ In the same way as you had done before?

A Right,.

Q@ And put it in your personal bank account; and when you
saw a need for 1t for A & J Bullders, Inc., then you would
take 1t out of there?

A Right.

Q@ Now, you say you received over a million dollars by
varlous deposits into the Ridge Lutheran Home, Inc. Could you
tell us how much you drew out of Ridge Lutheran Home, Inc.,
yourself?

A I don't think I have drawn any.

Q I mean by checks payable to you personally? I have
showed you cheeks for the last three months for large sums of
money .

A It would be in the amount of a million dollars.

Q@ You disbursed out a million dollars, but it wasn't all
to you?

A All -- wait,

Q@ Now I am asking you how much of that million dollars

1s represented by checks drawn to Carl R. Anderson.

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMOND AVE. ST. PAUL 14, MINNESOTA




10

11

12

13

14

15

16

17

18

19

20

2]

22

23

24

25

A I don't know,.

Q@ Who had the responslibility of paying for labor and
materials?

A Carl R, Anderson, president of A & J Bullders.

Q@ So A & J Builders were making payroll payments to
workmen, right?

A « Right.

Q And making payments to sub-contractors?

A Right.

Q@ And making payments -- did you have any direct con-
tracts yourself that you were performing?

A According to this agreement.

Q How many subs did you have?

A Oh, approximately 15, maybe.
Q@ You had a plumbing sub?
A Right.
Q Electrical sub?
A Right.

Q@ Who was the plumbing?

A Wenzel Plumbing and Heating.

D

They sued, didn't they?

A Right.

Q@ Suing you personally for $75,000?
A A& J.Builders.

Q Suing A & J Builders, Inc.?
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A Yes.

Q@ And Carl R. Anderson for $75,000?

£ Right.

Q@ They had a mechanics lilen against the Rldge Lutheran
Home, Inc.?

A Right,.

And the electrical was done by what concern?

IS

A Commonwealth Electric Company.

Q@ And how much do they claim to have coming?
A I don't know offhand.

Q Have they filed a lien?

A No.

Q Have they called you to say they were going to file 2

A No.

© Are you sure about that?

A Absolutely.

Q I've got news. They called me yesterday, sald they
were golng to file a llen.

A I gee,

Q@ I am surprised that you haven't got that information.

A I haven't got 1t, no.

Q Now, for the purpose of the record, can you give us‘

what you think is the approximate amount which they have coming

A Maybe got approximately 30, 000.
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Q Approximately. All right.

arate sub for the alr conditioning?
A Right.
Q@ Who was that?

Air Comfort.

And do they have an unpaid balance?

Right,

Pardon me?

Right.

Do you know how much that 1s?

If I remember right, 18 hundred,

Eighteen hundred dollars?

Right. It might be more now,.

Now we have mentioned about three sub

Now, did you have

s. Did you have

separate sub-contract with the elevator people, Lagerquist?

A Right.
How much is owing on that?
I don't know,
a balance there?

But there is

They haven't completed it vet.

The gates aren't in, but how about the inside mechanishs

Some of that 1s in.

Q@ Who else? Who else have we got as

aslde from general suppliers to the general?

A Ceco Company.

sub-contractors
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Ceco Company =-- what did they do?

Windows.

Were they window sub-contractors?

Right, and doors. I mean this is_special doors.
A special kind of doors?

Right.

Q@ I have named five now. You will have to help us out,
by telling us what other sub-contractors there are? Would you
state what other sub-contractors there are?

A There's Honeywell,

Q That was for --

A That's for controls.

Q Controls. Now, I said before when we talked about
heatlng and plumbing -- that also includes heating, or is ther¢
a separate contractor for heating?

A We undertook the other contracts -- there was supposed
to be one on the mechanical, and that was supposed to be Wenze]

@ Winslow?

A Wenzel Plumbing and Heating.

Q You st told me Wenzel was off the job, 2nd somebody

else was going to take it over,.

A Right.

Q@ Did you have a separate contractor for the installation

]

of the furnace?

A That was under the mechanlical.
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53
Q@ That was under the mechanical. Now, what other sub-

contractors did you have?

A Well, we had varlous ones for sliding doors and tlle

Q@ At any rate, we will get to them at the appropriate
time for the detalled 1lists; but in almost every case you have

outstanding unperformed sub-contracts with balances owing in

various amounts to the sub-contractors, right?

A Right.

Q@ In addition to that, there are balances owing to
material men who haven't been paild by A & J Bullders, Inc.,
or haven't been paid by thelr sub-contractors?

A I don't know about the sub-contractors, but I know
A & J Bullders --

Q Owes quite a bit. Can you tell us who A & J Buillders

-- I mean in the largest amounts?

A Well, we owe to people that have to perform work --

Company, Honeywell Company, Air Comfort, Bredemus Hardwar

Q How do you spell that?

B-r-e-d-a-m-u-s,
I think that's B-r-e-d-e-m-u-s.
Could be.

Q Well, how much do you think 1s owing altogether at

point for work done and not yet pald for?

A Well, there isn't too much that isn't pald for that's
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work done,

Q Yes?

£ Thls work isn't done yet. This is why these aren't
pald, some of them.

Q Well, I know there is a $75,000 1ien filed by the
heating and plumbing contractor.

A Right.

Q@ And there's Mr. Wenzel -- at any rate, we are now in
the posltion of having an unfinished building with a consider-
able number of 1liens outstanding that were filed with the
Reglstrar of Titles office. What percentage of the constructiobn
you say has been completed?

A Well, I-would say that we have about two months' more

work to do.

Q Are you talking about 75 per cent completion, 80 per-
cent completion?

A I would say 80 per cent, probably.

Q@ In dollars what is your best judgment as to how much
money 1t would take to complete the bullding?

A I couldn't say that offhand, but I have this record --
I don't have it along.
Q You do have a record?
A A & J Bullders.

Q@ What area are we talking about? Is it about 200,000,

250,000, 350,000? The Judge 1is going to want to know what it's
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going to take to finish this.

A Well, I just couldn't say offhand. I would have to
check it, see what -- this is to furnish it, too?

Q@ No, I didn't say anything about furnishings. I Just
sald how much would 1t take to finish the bullding. You have
got a building that's enclosed, isn't that right?

A Right.

@ It doesn't have any doors or windows on 1t?

A Right.

D

Is the heating plant in?

A  Some of the frames are in, but the windows aren't.

Q Is the heating plant in complete?

A No.

Q What needs to be done?

A Steam fitters to finish it.

Q@ What needs to be done?

A Just run the rest of the pipes in for the chiller and
also for the heating system and cooling.

Q So when you are saying that needs to be. done, you are
also referring to the alr-conditioning system?

A For approximately -~ I would say 80 per cent, accordin
to the man who was on the Job.

Q@ Did you have unpald clalms for wages, moneys owing to
workmen?

A No.
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Q@ There is a2 large 1nstallation as you approach the
front of the buillding on the outside. Can you tell us what
that's for? There is a2 1lar e Installation as you epproach?

A That's the chiller-cooler,
‘art of the air~00nd1tioning system?
Right,
Now, 1s the SeWage connected? Is that in?
It's to where 1t has to be, but it isn't connecte
S there sewage in the Street?
No .,
How far do you have to g0 to connect up with
Just 138th Street.
Is there water connected to the building?

A It's out of the building to a2 manhole, but is not

connected,

Q@ And was there some sort of difficulty with the Village

of Burnsville about connecting up with the Sewage or the water
A No, no problems,
Q@ No problem?
We can hook up any time,
How long would it take to hook up?
A month,
You would have to run Sewage lines from the buillding?
Not from the building, from the manholes,

To 138th Street?
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Right.

Then down 138th Street to Nicollet?

No.

Which way would you have to go from there?

From the planned unit development it shows the way.

Well, will you show us where that would be by refer-

Plaintiffs' Deposition Exhibit 29

Right in here, this general direction right here.

Pardon me. You have now turned to sheet No. 3, and
you pointed to the nursing home right here, and there -- where
is 138th Street?

A Right here.

Q 138th Street is just to the north of the nursing home?

Right.
And the main water -- water main is in 138th Street?
Right .
Is it in place now?
A Right.
€ And you would have to connect up from the nursing home
to 138th Street to get water?
A Under the planned unit development, we have it this
Q@ When you say under the Planned unit development, what
you are polnting to is your connections are directed toward

Nicollet rather than 138th Street.
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A Just the sewer,
Q Just the sewer., This 1s because you considered it mord

economical, more feasible 1n view of your future'improvements,

to run the sewer into the direction of Nicollet Avenue?

A Right.

Q So that means that in order to connect up with the
sewer which I take 1t. presently exists in Nicollet Avenue =-

A’ The sewer exlists at 138th and Nicollet.

Q In order for you as a nursing home to have a sewer,
the maln would have to be extended from 138th and Nicollet
southward to a point epproximately half way south into your
project from 138th Street?

A '‘Right.

Q@ 'And this extension by Burnville into Nicollet has not.
yet occurred?

A It won't. This 1s a planned development. This is
our sewer 1iﬁe. -

Q@ Until such time as there is a planned unit development
hdw do you propose to get sewage service?

A We have a manhole out here, run the sewage this way.
s Q Yes, but there is no sewage in Nicollet Avenue south
of 138th Street.

A Nicollet Avenue has got sewage right here,

Q@ You are going to run your own sewer main on your pro-

perty down to 138th and Nicollet?

-~
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A This is controlled by .the Planned Unit Development for
Ridge Lutheran Home, Ine,

Q How 1ong would 1t take to get sewage that way?

A A month.

QA month, -Have yﬁﬁ made arraﬁgements to get sewage?

A“~No. .

Q . No arrangements have been made for water, elther?

A We.would put this in ourselves,

@ How will you put it in yourselées?
Put ‘1t 1n just. llke anybody else.puts it 1in.

Run a main to the street?

Right.

138th Street and'Nicollet.

Is ‘there water there, too?

Q
A
Q That;s 138th Street?
A
Q
A

Right, put we'll take -~ the sewer comes down here
aﬁd also water”comes down here, .but the_water would be hooked
up here.

Q At 138th Streeté

A ' Right.

Q But the.sewer would go in the way you have described as
part of the planned unit development?

Q Okay. And when you said that 4t would take about two

months to finish the building, you were ineluding the work that
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needs to be done for sewer and water?

A Right.

@ Now, when you sald two months, were you inecluding also
the time that 1s necessary to furnish, decorate and furnish?

A This 1is decorated, :

Q It would include the decorating in the two-months'
period?

A Right.

Q And the furnishing would have to be by acquisition of
the necessary equipment?

A Right,

Q .Has there been any specification or deséription of
the furniture‘and equipment that 1s going into the. nursing

home?

Right,
~Has there been?
Right,
Q Who has it?
A I.have that -- I'have that. It just shows the dif-
ferent placements of the furniture and the building.
Q ' Who prepared that?
A Quambeck and Associlates.

Q '‘Now, can you tell us what salaries you recéived since

this project started 'in'June, 1966, as exeecutive secretary of

Ridge Lutheran Home?

A None.
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Q@ Have you‘received your 10 per cent of the profit'és
specified in the contract Plaintiffs' Deposition Exhibl€- 1?2

A No. |

Q You.Just used the money as 1t came iq and figured that
‘you would make an.accounting at the end?

A Right,

Q Is that your thought, And have you used the money to
1ive on as you have'goﬁe'along, for your 1living expenses?

"No. i

Do you-have' any other source of 1lncome?

A
Q
A" A &.J Bullders:
Q

Does. A & J Builders have'any other source of income
other than this contract?
A If weido work. "
Q ' Since June, 1966, untll the present time, has A & J
'Builders, Iné., worked on any other project? I ;
A Right, .
Q - Has.1t?
ﬁighﬁ.

Whieh ones?
Will you repeat that again?

(The previous questions’
were read.) 3

THE WITNESS: I'll retract that statement.

We only sold gravel. That's the only income we have hiye
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had since that . date, I believe -- pardon me, 1'11l take

BY
Q.
A
Q

A

Q

recelved some money from.the sale of some gravel on this pros

perty?.
A

Q

part of

A

Q

earnings during all thils period from June, 1966%

A
Q
A

Q

the period since construction started exceeded the sums .that

you are

your Chanhassen account?
A No.
Q What did they come from?
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that back, We received moneys for condemnation,

MR .. EDEIMAN:

How much did you receive from condemnation?
Pardon me?.
You received that $4,000?

No, 'nine;

It ' was nine thousand dollars for condemnatioh, and. you

Right.

And the condemnation money was from 1and.which wés_
the property soid?

Right. I

Aside from that, did you have any other source of ...

This is right.
That was - all?
That's all;

So In fact to the extent that your living expenses in

referring to in A'& J Builders, Inc., that came out of




A A& Jd Bﬁilders.
Q I sece. Did 'your draw a monthly salary from A & J
Builders?
No,
How much: money have you drawn out of 1t?
Draw the “minimun, $6;000.
How often?
‘A For minimal Social Security -~ sixty elght hundred,
whatéver it is. 2 ‘ ; £l
You ‘mean you draw 66 hundred a year?
 If that's . the minimum.
For yodrself and your wife?
This 4s right,’
Is that what you iive 6n, 66 -hundred ‘a. year?
No,
How much does.it cost you to 1live?
My wife also wofks. |

Who does she work for?

She works for Edina School Distriect.

Pardon me?

She's a. teacher in Edlna,

'How much .does she.make?

Approximately 10, 12 thousand.l

How many children did you say.you have?

Two children.
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£l
Q@ Where dées A& J_Builders, Inc.,  carry its account?
MR. MAGNUSON: I am going to object to
this question anless 1t be stipulated that it 1is only
for purpoSes of ‘Information, not for any "purpose of
attachment,

"MR. EDEIMAN: I'm not talking aboutlattach-
ment here; It's perfectiy obvious that tremendousl&
large..sums of mone#, without anysidea of thé funds he

+ 1s talking ‘about -- emanating ffom Lutheran ﬁome, Inc, |
went to his personal bank aceount; and at his convén-

'1ence and under his judgment, were transferred to A

#«& J Bullders, Inc, ‘I think the great likelihood is
_that money belongs to Ridge Lutheran Home, ‘Inc,, "and .
"he had better tell us or we'll find out in some other'_
way. I am not concerned with questions having to do'.,
with attached or garnishment. We are télking about

information that is very important.

. MR, MAGNUSON: With that explanation, he

may aﬁswer;

‘THE WITNESS: We_uséd to do business with
Bloomington-Richfileld Nafional Bank -- Northwesterh
.National Bank, and also'we do business with River Falls

National Bank, River Falls, Wisconsin.
MR, EDEIMAN: ' River Falls National Bank and

Bloomington National Bank. We want it clearly understo
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prior to this date?

'deliveréd. It apparently was addressed to you as executive
secretary -- an inquiry from,Mr. Thomas P.: Hart, Regionalﬁ.

‘Administrator, dated August 23, 1967, ' wanting to know what the

this before?

. 65
that 1f 1t's necessary in order to protect ‘the rights
of the bond holders here, we will gb after ény assets -
this man has no matter where it is, and by .any means

avallable under the law.

BY MR. EDEIMAN:

Q@ Now, dild you recelve -- you.turned over some corres-

pondence to me the other day; and today we obtained some corres
pondencé from the postmaster.: One of" these was' a letter from
the S; E. €., which I have handed to you. Have you received

any communication from the Securities &and Exechange Commission

A. No.:

Q. And you are-aware now that the §'.E,.C, has_addressed a
commdnication to you? |

A:.I am now,’

Q And yqu'are going to answer 1t?

A IWhatever my attorney says.

Q. Well, for the record, this 1is Certified Maiil No. 547675,

which was addressed to you at 20 Arthur Terrace and .Was not

basig of your sale of Lutheran Welfare Bonds was, ' Did you: see

MR, MAGNUSON: .I have only glanced at .it.

(A recess was taken.)
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Bf MR, "EDEIMAN:
Q" Now, have you gince found out when it was that Mp.!
Vinge disposed.of his stock in A & J Builders, Inc.?
MR,*MAGNUSON: I do not ‘have that inform-
atlon,
~BY MR EDELMAN:
Q wa many shares did he have when he had stoeck?
An Half,
Q 'He had half ‘the'stock andiyou had half the stock?
A« My wife and I owned half of it together. I held
eight and -she had'seven shares.
Q Carl Anderson had eight shares, Mrs. Cari Andersoﬁ"had
seven shares, and Vinge had fifteen shares? |
A - Yes,.
- Q Now, wasn't JqlianIVingé.the owner of that land that
we are talking about here before A & J Builders got 1£?f7|
A Right, I |
S0 A.& J Builders, Inc.; acquired it froh Mf. Vinge?

Did what?

Right.

This acquisition was made in 19632

Q

A :
Q._Acquired the,.land from Mr. Vinge?
: _
Q

A

Right -« '62, We were incorporated in ’63_—-'or 62,
Q And'did Mr, Vinge get his stock for the land that .he

put into the corporation?
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A - Pardon me agaln?

Q. Did Mr, Vinge get hls stock for the land that he puf

into A & & Bulilders, Inc.?l
A I don't quite understand,
Q 'How did A & J Bullders, Inc,, get that land?
We.purchased it from Mr. Vinge;
Where did you-get the money to pay for'it?
The property?
The méney to pay for fhaﬁ property?

We bought it from Mr. Vinge.' -We had a' contract for

Q All right. Did you pay offlthis contract for deed?

A _Right. ' ' ‘

Q Where did you get the money -to pay off the contract
for deed?

A & J Bullders.

I imagine some of it came from Ridge’ Lutheran Home,;

A
Q7 Where did A & J"Bullders get' the money?
A
Q

Do you.know how much of, 1t came from Ridge Lutheran ’

‘Home?

No,

' Ine,?

A When we started?

'Q  Yes',

A Idon't remember offhand what I paid.. I think 1t was
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15 hundred. I don't reﬁember now if it was or ﬁot.

Q All fight, Now, you say the money £o pay: Mr., Vinge
for ,this land that, he éold to A & J Bullders came from Ridge
Lutheran Home? o

A No, I didn't say all of it.

Q A substantial part of 1t; Now, ‘tell me how-much money
aid Mr. Vinge get for the land? 5 %

| | MR, MAGNUSON: T am'going to object to
that again as‘belng 1rreievént, the purchase pric§ of
. this property.: i :
 ‘MR. EDELMAN:. Are you refusing to answer
onminstrudtions.of Counsel? | _
MR, MAGNUSON: On'thia matter, in view-aﬁd
An 11ght of the cifcumstaﬁces,-I'will‘reneﬁ my.objéctionr
'bﬁt permit him to answer over the obJeétion. .

.. _ THE WITNESS: We péidl$160,000.

BY MR. EDELMAN: | '

Q  For how many acresé

A It was, 152 and some tenths acras, .

Q Iit'was 152 and a fraction acres; and this 152 and a
wfraction acres is larger than the tract of ‘1and which 13.

covered by the contract, Plaintiffs' Deposition Exhibit 35

because here we-are talking about 130 aéres,

A Right) T il

Q Was there’a part-of that land,.about 22 acres, that was
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‘Vinge and 130 acres.sold by A & J Builders to Ridge Lutheran

possible to tell at this time Just how much money was recelved

platted for reaidential-lots?.
A No -- well, part of it, right.

Q The difference between 152 acrés purchased from Mr,

Home 1s approximately’22 Akpash
' A Right.’

'Q And that 22 acres has beeh éold'off or platted for
private residences?

ﬁ Right.

Q . Who 'owns. those 22 écres néw?

A Hell,-different people own them, £hé.10ts,'

'Q Are’ some of those loté gtlll owned.ﬁy'Mr. Vingeﬂéf
by yourself or A & J Bullders? |

A A & J*Bullders, Inc.

Q ﬁ & J Bullders, Inc., owns’the lots that are not.yet-'
s01d? ¥,

A “Right:

Q - A1l right. And unless there is-an accounting by some-

body who has access to all of these records of A & J Bullders,
Inc’, ; and* the Anderson Bgnk, account at State Bank of Chanhasser

and of the records of Ridge Lutheran Home,.Inc., 1t isn't

from Ridge iutheran Home, : Inc., by any of the parties to this

lawsuit,:and how much was expended, is -there?

A Right.

ANﬁERSON»FRANKL!N ASSOCIATES 842 RAYMOND AVE. ; ST. PAUL 14, MINNESOTA .




Q" You would have to have an accountaﬁt,_wouldn‘t you?
fsn't.that true? '

A 1 don}t know if I.need an accountant.

Q Well, you're mot able to tell us?

A Ceértainly. . I'have-the records,. so 1 should be able to
tell you. _

.Q Only by going through those reeords could you begih to
get an answer to the questlons that I am asking you concerning
what happened to the_moneye received and the moneys expended 9

A That's right.
Q Isn;t thet true?

A That 1s right.

Q. Only by going through these recorde could we ascertaln

how much of the money ef the Ridge Lutﬁeran Home, Inci, has ;
_gone 1into the payment for this very 1and,thet'we are'talking.
about, covered by this 1and purchase agreement, Plaintiffs'
Deposition Exhibit 12 _ ,

o' Right. - % X . SR T
-77i_*EIE"EIgEE—‘fNawf—uta—you—navﬁ*éﬁ?”gg;;;;;;;;;;ﬂeitn
anybody for permanent financing of this nursing home? PRE

A Neyver h?E,EEZ_EEfTEEEEE_ESEfE%fEffﬁl—lfl—f'*“;*~%;~—J/

Did you talk _“anybody about 1it? " '

A Right,

Q Did you figure you were going to ultimately pay. for

this structure by keeping on with the program of selling bonds
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Q
A
Q
A

and specs.

Q

A

Q
g
Q

W

Q

they haven't given you 2 commitment9 Did they glve you: any

indication they would be 1nterested in advancing moneys?-..

A
Q

A

‘people they were dealing with, and* they. told me they had talked
to people and I wes to come in, And I didn't know whethey

this was my obligation or not.

Q

A
Q
A
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When did you talk to the Eberhardt Company9

And mortgaging.

You hoped to_get a mortgage?
Right. .

From whom?

1 had talked to Eberhardt Company. They< had. the plans

When did you talk-td them?

But I have no commitment,

You haﬁe no'commitment?

No.

Oh, May,. April. -I.don’t know the dates <= this yeér.

And ‘what indication did they give you, even though

Véry much 50,
How mich did you.apply for?

Never applied. “They were taking 1t up with different

But you never did apply?
No.
There has -been no.formal application?

No.
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72

Q You Just talkéd to some people over there about méybe
four, five months ago?

A Right.

Q And nothing came of 1t?%

A ‘Well, -- right.

Q :Now, 1sn't 1t a fact that Mr, Vinge_severed.his
connection with A & J: Bullders, ‘Inc.y, aboututhe.same time as
you-and he resigned from the.membership of the Board of Dir-
ectors of Ridge Lutheran Home,jInc.?_ .

A No.

Q Do you know.when Mr. Vinge resigned from the Ridge

.Lutheran Home?

A No.,

Q Well, did you ta1k oy HAT BboRtaaLE

A Right.

Q As a matter of fact, his resignation was 1denticélly
in thg.same words as yours?

A :He had his attorﬁey draw his up.

Q “He had his attﬁrney draw 1t up; and it is just anﬁacciu
dent that his reSignatioﬁ, dated August 30, 1is wérd fof ﬁord
the ‘sameas yours? .

A I don't know.

IQ_'You don't know?

A No.
Q@ Did you discuss it with him?
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Thé resignation, right.

What ‘did you say to him?

Just éaid that I had resigned.

What did he say?

He.was very shook’ by this.

Why d1d he resign, did he tell you?

He was just upset, |

Did he tell you why he was upset?

No. . .

Q Now, did you tell memberé of the Board, spedificélly

My, Vinge.and Mr. Gronseth, .that you would run this whble ente;
prize for the Ridge Lutheran Home, see to 1t that everybody waf;ﬂ
protected? -

A Noi;

Q . Never made &any such statement?

Néver.
Or anythingllike 1t?
. Noi ;
.Q And you never told thém, "You_don't_have-to WOorry; 1;1:
see To 1t that the bond holders are protectedﬁ?_- .
: A _No{_neber.
Q " Now, wheﬁ you resigned on the_26th, did yoa make any
arrangements with anybody for a watchman for the building, or

did you jJjust walk away from 1t?

A No. I watch 1t every day.

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMOND AVE. ST. PAUL 14, MINNESOTA,




You watch the .building every day?
Right.
Q@ What do you do to watch 1t?

A “I'mon the job. I go there every morning, every ﬁight
gsee that the lights are on,  just as we were during the con-
struction,

.Q Are you on constriction now?

No.
When did you quit?
I don't know what ‘date 1t was;

Q Well, give me the épproxiﬁate date.

A “About a week ago; " |

Q' A week ago --.about September 11.---or thereabouts,
Sr the 12th, ﬁossibly; Today 1s the 19th;

A Might be a week.and a half ago,

Q Did yo& quit before the papers were served -on 'you,"on

_the 11th? b ¥ '
3 & don't remember.

Did you rémove any equipment from the premises?

My equipment, yes,

'Weil, any equipment that's there.
What -- '

A

Q

;

Q Can_you tell us what equipment ydu.claim to be yours?
A

Q

A

Mhat doesn't belong to ‘any of the: sub-contractois

Q@ What did you remove?
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PriNetl T, reovla i melt ali handitdods tia1d EhE eaud i
ment -~ -I've got a wﬁole 11st of them,
Q' Where 1 that 1ist?
EA LI donlE MnéWis T medh T don't haveslEinith mei:
Q@ What large items. of equipment did'ybu take, 80.we can
starks Bo e B the, Uhtat1s” hepedty i s

What large equipment?

Well, I have one loader there*that I removed,

A
Q: Yes,
A
Q

ALD r1ght:” Now, what 1is 8 16ader?
A: For excavatiné.
How. much' does that machine cogt new?
A 0h,.$6o;ooo. '
Qy Sixty thdﬁsand dollars. Ana wag that paild for with
Ridge Lutheraﬁ Home.: funds?
A”_We mortgaged that when we bought that.
.Q Mortgéged it.to whom?
Northwestérn National Bank. .
Who mortgaged 1t?«
A &' J Builders, Inc.

And "how mueh of a moftgage did you get on 1t?2.;

Forty ‘some thousand dollars.

- 'Who made the down payment on 1t?"
A & J Bullders.,

What other items of equipmenti did you take besides
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the loader?

A Bobcat.

What's a Bobcat?

It's ‘an excavating machline-

How much. doés "that cost?

Fiveror six thousand, something like'that;

By the way, when was the loader purchaaed?

It ‘was purchased in '65.

Was that puréhaéea after the agreement was made?”
No, before-the'agreement.‘

And‘when ﬁas your. Bobeat purghaséd?

That~was purchased in 1966, |

That was after the ontract?

Right.

Now, wefe you sélling bonds before thé contfact_waa |
Wes Ridge Lutheran Home selling bonds 4n 1965%
Right. .

You were?

Q
A" Right.
Q

In other words, --well, thia agreement was on Apfil 26,

1966. The-sale of bonds started much eaplier than that?

A’, Rlght.
" Q And by the time that the agreement was ‘sigried, Ridge
Lutheran Home had & lot’ of money in.its bank account?® - '

A Right.
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Q. Proceeds of ‘the 'sale of bonds?

A Right.

Q@ And.you were in charge of that, too, because you be-
came executlive secretary I believe eariy in March 'of 19657

: A Right.

Q@ Now, you were paying 1ntereat from.1965 on those'bonds |

Where did you get the money to pay interest?
¢ A From the bonds.

Q From the proceeds of the sale of bonds you.were paying

peOple back thelr own money?

A “That's right,

,'Q What 's the status ‘of the 1nsﬁraﬁce? ‘Do you have 135“5”,

ance.on the place now?
A Right;

Wha has the'insurance?
The Farmers Group --_that's who the agent is.
What kind of insurance?
Builders' risk,
Bullders' risk 1nsur5nce?

‘Rights

Issued to A & J Bullders?

B O DB S B D

Right.
 what about’ the fire insurance?

That'l the same.

&

H > O

That' 1s ineluded in the Builders' Risk?
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A “Right.

Q What about vandalism?

A I'm not sure how that 1s written on that'policy.
don't think we have vandalism

Q ‘What about public 1iability?

A -Yes, | .

Q “Xa that part, of the Bullders" risk.?

A ‘Right.

Q "Now, you'walked off the Job, you 'say, about'a week ago

1nsufancé still inlforce?
. Right,
Onjwhat basis?
' I hévengot a policy and’ it's in force. -
Do you claim you .are still working there?
Well I watch the building every day,. on the-Job."
Do you do anythihg besides watching the buiiding? :
No. That's about. 1t. | |
. You: don't do any work .there?
hA 'No. .
"wx/fﬂﬂQ And when you pulled ofr your eguipment, 80 far you.
have told us about the loader and.the Bobeat ~- you didn't ;
intend to.do any more work, did you?

v A7 We would like to get this straightened out S0 we can

““geH back on the job, 1f there 1s a possibility.

“‘-s._

Q You would 1like to .get back on the job, complete the

7
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bullding, is that right?

A Right.

Q 'How ‘'do you propose '£0 ‘do that? What 1is youf plan for
Well, we will Just have to get these things ‘ironed
How?

A" Well, I'm willing to work at 1t'any way I pessibly ¢an

Q Now, you told us a few minutes ago that Mr, Vinge  had

15 shares of A & J Bullders, Inc. ' When Mr, Vinge “sold . his
15 shares, how @uch did he get for_it?'
AT don't'remember'offhéhd.
Q ~'Who_bought 1t? .. You or the corporation?
A fhé corporation._
-_A & J Buildérs, inc, béught 1%?
From. Mr, -Vinge.
How much mone} did you bay him?
98 T remember right, it was $6,000.
iIn cash? |

I 'don't vemember now how that was taken care of.

Q | Your reéollection is :that A & J Builders, Inc.) ‘paid

L4

Mr, Vinge $6,000 /for his 15 shares?.
+F Ax Right.
Q ' And ‘these 15 shares are now in the treasury, or how:_

does 1t stand?

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMOND AVE. ST, PAUL 14, MINNESOTA




I They are in A &.J Builders,
Beloﬁg to A& J Builders, Ina?

A Right.

Q So Mr, Vinge now has been paid for the land out of-.
A & J funds? ‘

A I forget now Justnhow we did that.® I'would Have to""
check to see, :

Q You are ‘going to check and give us that Information?

A ‘Surely. . .

Qh All right. . But so far as you know, there wés nolofher
'way to pay'Mr. Vingé except through A & J.funds? .

.  3"R1ght. . |

Q . In order to gét a deed to the land?

A Rights

Q And ‘since the date of this contract, April 26, 1966).
Plaintiffs?! Deposition Exhibit 1, A &'J Builders, ing, , ‘hes,
had_no income except through Ridge Lutheran Home with theitwg

exceptions of .the proceeds of condemnation of a plece of 'land

on Nicollet Avenue, ‘and some sand and gravel), Isn't that.right? .

A, I belleve that's right, yes.
Q Isn't 1t fair to say: that Mr, Vinge has been paid for
this 21and with funds that - came originally from the Ridge

Lutheran Home?

‘A Not a1l 'of 1t.

Q@ Well, a substantial part?
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A

Q

A

L Q

A

Q

A.

A

Q

2q

A
Q.
A
N
A

I don't know.
You don't have any way --
I could check it,

But your records aren't ln such shape that you ecan: .

gilve us the answer?

Yes, "1 can,

You know some part -of it came from Rldge ILutheren

Home funds?

Right.

Prlor”to your organizing the A.& J_Builders; Inc.,

what was . your employment?

Prior to that I worked for Minneapolis Honeywell;_

Now, '‘as I understand it, you organized A & J .Buliders

“Inc., 1n _.about 19632

Right. Wait'a minute,- I was with Orrin Thompson;,

prior to that,

' You.webe with Orrin Thompson?

Pardon me.

What were you doing for Oprrin Thompson?

) 4 waS'a'carpenter for Orrin Thompson.

How  long were you e carpénter for Orrin Théﬁpaon?; 
I doﬁ't remember, |

What kind of &arpenper work were you doing?

I was in house construction.

Were you a carpenter on the job or were you :foreman
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A e

B I T .

or a supervisor?
A- I was a‘carpenter on the job.
Q" 'Just a carpenter.on the Jjob, never were 'a foreman or
supervisor?
A No,
Q. You had never ‘been. a:contractor before?
Oh, .yes.
When?
Well,” I have beeﬁ in' 4% since 1946.
‘You'have!been a coﬁtractor of £ éhd on?

Right.

Did you ever go through bapkruptcy2'

No,

Why did you stop beiﬁg a conffaetor?

Well,.I don't know,

Well, let's -« what did yoﬁ do in«1946?
s R X was.in the construction business. I did a lot of

consffuction work for the Clties Servicé.011 Company.

Q' Under'what name d1d you do business?
g Carl Anderaon.n | _

You built . £illing stations?

A_lot'of thenm,

“What kind of wofk did “you do%u
Cement work,_donétructioh.wofk of all types's

How long did. you do that?’
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Quite awhile.
Well, ==
I don't know how long. I just don't récollect how
was. Quite ‘awhile,
From 1946 on, how many different jobs have you had?
Oh, a lot of .different jobs,.
Talk a little louder, .
I have had quite .a few jobs.:. I.did .quite a few. jobs.
Q .When did you first start working fof Orrin .Thompson
Company?‘ ‘ .
A Oh, that was in 1962,
Q. 1627
I:A '61, somewhereé in thefe.
Q@ Before that you wquéd fdr Honeywell?
ﬁ No. That was before I 'was even in the seryice, or
'-right-after. I have forgotten just e .

Q  You don't know when you 'were with.Honeywell?

o A Well; 71t was back in, '45, .'46, 4T, right after I

_came out: of the service.
Q You ‘are very vague.about'this.‘
A X don't remember,
Q So your immedlate job before yoéu undertook your asso-
..ciation with Mr, Vinée,'ﬂ & J Bullders, 'was as a carpénter?
"A. Oh, yes;- I had a Union car&, I'did carpehter wofk.

Q “When d1d you first meet Mr, Vinge?
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How did you happen to go into business with him?

Q

: Q
A

Q

organized A & J Builders, Inc,; and -at that time you entered

into a

for deed, It was then 152-plus acres, right?

A
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- Well, what is quite a few ‘years?

I don't -know,

You don't know?

No.

How long. have you known him?

I've known him for quite a few years.

I don't know.
Flfteen years, ten'years, five years?
It's over five, over ten; ‘say fifteen -- I don't know.

Since 1963 you were in business with him, A & J Bulldet

‘“Because I knew him,

Well; how did you know him?

As a friend, I supposé;

‘Did ‘you eyer work for-him before?
No.

As I understand 1t, as I:get the picﬁure, in 1963 you
contract to ‘purchase the land from Vinge on.a contract

No.
MR 'MAGNUSON: . Would you'read the last

question, pleasé? : :
' ! (The question was ready)




BY MR, EDELMAN:

Q For 160,000 dollars?

A No,

Well, what's wrong about 1it?
Just that there's platted property.

@ . What do you mean by platted property?

A -Platted property. Right there in the concept you-can
see 1t, . It's platted,

.Q When A& J Bullders acquired this iand from Vlngé,
it‘was 152 acres, wasn't 14?

A "No.

Q How much was 1t?

A What:you'said you figured it. You said 130,

Q “Well, 130 acres were sold by A & J Bullders to the
Rldge Luthersn Home. ~“I'm not talking about that. . I am talkin1-<
Mr. Anderson, about the 1land when 1t was gequlired from Mr.,
Vinge by A & J Buildefs.

& Okay. I sald we acquired approximately 130 acres.

Q.. Then who owned the other 22- acres?

A Mr. Vinge.
Q. Does“he still own 1t?
A No.

Q' 'And ‘you told me'before == I think you ‘testified that
some part of those 1ots-afe now owned by A & J Builders?

A This is right.
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Q All right. 'Now, when did"A &‘J Bullders acquire that
land from Vinge? . What year was 1t? .

A '63, I would say.

Q: '63. That's what they acquired for $160,0007

A Right, |

Q - 'And as I understandyou, now you are.saying that the
$160,000 price was-for the 130 ‘acres?

A Yéa, sir, ‘

Q .Not for the 152%

A.‘That's'right.

Q All right. Now," before that'ﬁi&e, before 1963, 444
you know about thisiptece of 1and? .Did you have. any acquain-
tance witﬁ itc?
| A .Yes.

Q' How d1d ‘you know about’ 1t? %' - 3
A Well, I had hunted out there. I think Mr. what's-his-

namé.had huﬁted out there, too.
Ao Fad Tt ot there?
A . Yes, |
Q "~ All right, Now, tell ﬁe,'how did ybu happen to get
together wilth Mr. Vinge'about fhis piege of land?

A A & Builders._

Q How did you happen to get together, A & .J Bullders?

Can you tell us the circumstances?

A Well, we thought that A & J Builders should own ‘$his
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plece of property..
Q@ Who is "we'?
A 'A & J Bullders. _
Who comprised A & J Builders when you say you thought?

Mr. Vinge, myself and my wife.,

So A & J Bullders was organizZed by the three 'of you?

, This is.right .
.Now, tell. me, how.dild you three get together9
On the purchase of the property?
To go into: business: to acquire this property, to'do
whatever you wanted to do with 1t.

A Ve wanted to plat it out into lots for houses..

Q 'Well, how did you happen to get_together?- Here yod 1in
business with him? Did &ou have a-ﬁusiness association? Where 8
did'yoﬁ meet him?

A" I hHave known Julian Vinéé 1ike I,Say, for quite 'a feﬁ
years’, .I dﬁn't recoliect_how long it is, ~Probably ‘krown him
all . my ‘1ife,. I don't remember when was ‘the first tiﬁe T met
him( R

Q - Now, are you aware, My, ‘Anderson, that.iﬁ'éhe 1etfef3
that you turned over. to ﬁelaiféw-days'ago that_thére were é
‘number of letters that were sent where people are still res—_
ponding to your advertisements for investment -and they send

" v

checks to purchase bonds?

A . I don't know,
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You don't know aﬁout it?
No.
.What, in ‘your opinion,. should be done with that money?
In the best interests of the Ridge ILutheran Home.
What!s that? ‘
I don't know,.
Q Now, by ‘way of recapitulatioh, then, you have p“oduced
'the checks which we have marked in the box -= I think Deposi—
tion Exhibit ‘3; and you have produced two cases, carrying
‘cages, ‘brief’cases, which contain.the records of sales-of.
bonds. ‘Did you have those records at_home, at ‘your place?.:
A ‘Right. This 1is the way I brought them.
Q  You brought these “records from home°

A Right.

Q A1l right. And these checks.that you also produced,

you brought from home?
" A 'Right.

Q@ Now, did you produce any other_reéordé?

 A--I have everything here that was done in the Susiﬁess‘
up to the date I resigned, ”

Q ﬁill you just-deacfibe_generally what fecofds you have|¥
with-respect to bonds? ' 5

A  There were some bonds that were asked fof that were no
‘slgned for up to the date that --

Q You have some bonds that were éeL
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Signed by me.

Prior to your resignation?

Right., |
But’ haven!t been signed by ‘anybody. élsa?
Right.

Do you have :folders or any kind of records to show who

the bond holders weré and ﬁhen the bonds. were issued, giving"

the denomination and the number ‘of the-bond and the registered

holder?

A
‘Q
A
Q

Q

Right.

Where aré those records?.
In those books.

In the ioose leaf books?

In"here, too.

“One is a standard i--

There's two ledgers.

Ledgers -~ you have two ledgers; and those ‘ledgers

are bond. holder records, right”

7

“Right. “And there is some that the secretary hasn't

placed in the ledger yet,

Q-

Aslde from that, what élse_have you-‘produced?

..A. Well, she has other records in here,

N

Who has?

A The secretary.

Q _What secretary? « * i L
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The one that worked in the office.
What's her name?

A Verna Olson,

Q@ Now, I earlier referred to the fact that there is a
redemption clause in your receipt'and also in your bond35
Were there considerable fedemptions as you . went along during |
1965, '66 and '67? |

A There wasn't a considerable;hno.

Q Did you keep a record. of redemptions?

A  Yes.

| Where is that record?
‘ In those boéks.‘-
What “books?

In the ledgers.

Q In the ledgers. .I havée here & loose 1leaf record, “What

is this, do.you know?
. ‘I don't know..'That's-something.the secretary had and
Ms, | Gronséth had. ' PRSI ple s A s
Q You don't know what this 1s. Well, we have a hearing
set for 9:00 o'clock Thursday mOrning;- Will you produce in_‘
Court your ledgers with respect to bond Holders and any other
; records having to do with bond sales, receipts from oonds, dis-
bursements to bond holders, and alao will you produce at that

time the exact record as:-to when Mr Vinge sol1d. his.stock ‘to

the corporation?
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Right, |
And also what was -« exactly whét was pald to him?
‘A Right. ' _
“Q Now, you have also produced today a book that is cg#lec
+a miﬁhte book, For the record, 1t shows minutes of a meeting
on March 5, 1965; minutes of .a meeting of March 2&,-19655
minutes of a meeting on May 26, 1965; June 22, 1965; June 29,
1965; August 9, 1965; and an' unbound page referriné to ‘an |
annual ﬁeeting on -May 12, 1966, and'with no. other qinutés. 2
“A The minutes of ‘the fitst meéting:there o
‘Q: - The first ﬁinutes'appears here 2 March 5; 1965, _That
when you were named executive Bécretary.'. |
b .A Here. | i
Q. Oh, yes. .And in addition, mindfés oft the first meeting
"of.tﬁe-Bdard of Directors on February 12, ‘1965, naming yoﬁ as
president., ' e 43 | o -
IA Right. |
Q And will you produce these minutes at ﬁhat time?
A . Right, | .

Q Now, Mr. Anderson, did you ever tell any ‘bond holders

that they would have a right to redeem their stock at. any time|

~on 30-days' notice?
'A I never -- just -- these things were sent out. I neve
‘went through -~ they were sent out to- them through the office.

Q Well, did you ever have any conversation in person
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with anybody in connéction wifh the sale of Ridge Lutheran
Home, Inc,, bonds?
Personally?
Yes.
Never personally.
Never personally?'
A~ No.
Q ' And did you ever write any letters to 'anybody in which
you told him they couldget their --
A This could be possibile,
Q Could ‘be that you told them?
The+secretary wﬁuld write thislletter, and Mﬁ. Gronseth.
-, And you would éign it? | |

This is righty

You signed letters to' people saying that?

I don't remember if ‘I did or mot -

“Q I see.  Bs'a matter ‘of . fact, the wording of the bond
1s that the option of redemption is in the corporation,'in the
Lutheran Home, and not ‘in the holder ‘of the bond.’

‘A 'Right. ' S

Q The holder, according to the wording of the bond, - does
not have a right to redeen.

A -Right. L B

Q And you have 15 fact told .people =~

A "Mr. Gronseth did .this on occasiohs-where he said the
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peoﬁie woullerite in, and he would state‘éb them that.inéaae+
of eﬁergency, they would'have the right to redeem because.this
{8 a church program,. and we would cerﬁainly help théﬁ In aﬁy-
Way we possibly could..

Q - Now, “dn-thls Plaintiffs* Exhibit 4, which s tﬁe f'ilrst
dtem - it came’from your home '=='yéu told the investors that
the projected earnings from the ndrsing homé for 1966-67 ﬁere
$220,250; '67.'68, $314,500; the éame for. 1968-169 aria 1969=170
Then they woulid Jump td $350,250;' Now, on ‘Wwhat baéis did you
giye them that informatlon? ‘ g

. -A  Through the: Providence Church Plan,

Q th was. Providence Church Plan?

4, Ao On, they were some peoble we.wefe tnvelved witHin the
.boﬁding program -- we weren't involved with them; Irbelieve
thg‘ﬁoard would not accept the contract: ‘op resolutions .

Q .And you were passing on ta.these prospective investors
“Yhese figures as to ﬁhat_wouid be'the aﬁticipated ihceome from
theroﬁeration of a'nursing home? \

.5 Righﬁ; |

Q” What d4did yéu undefstana aboutithe projected.f%gureé.
-with respect té anticipated gifts —;ﬂwhat'do you mean byfthaﬁ?_

A’ Well, gifts that wouldcome into the home. .This was

get forth by Provideﬁce\Church‘PlanL‘_

""Q"That 18, the home'after ft-was operating, could anti~.

clpate that people as a matter of benevolence and charity. would
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make glfts to thé home?
A Right.
Q And this ‘would be additional income?

Right,

I don't know offhand whebe 1ti&. at .

A ;

Q  Where is fhe Providence Church Plan.pléce of 5uéiness?
A

Q

Did you retain'them as_an advisor-consulftant of “Bome

A _No.
~Q How .did you ha ppen . to come to ?hem?
A Well, this 1s through'a -- .Mp.'Gropseth, that we got
adquainted with Providence Church*Plan. w . .i "« “i0
Q" Well, they furnished you a prospectus as & consultant,
“and _apparently ‘they told you how mﬁch you cduld‘expect?
. A Thid wasn't the way 1t waé set up, .no,
-Q_'Well,_where did this 4nformation ecome froﬁ?
<A From Proyidence Church’ Plan, i
.Q Well, then they did fufnish yoﬁ_infﬁrﬁation toguide
ybu'in making representations.tb 1nvestors as ‘o ﬁow much money
could be expected?. .
A Thi;.is right.;i
h Q All right, Now, ‘as a matter of fact, you were payihg
these lnvestors without reference ?o_ahy revenue,.: You were
paylng them interest up until® September 1; 1967, out’ of thé

proceeds of the sales of bonds?
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A I belileve that would be the wéy you would.put "it.

Q- You didn't disclose that in your statementy did ycu?

A Y don't Ynow if we did or not or 1f,it ever has been.

Q Did you ever see. that.in any of your 1iterature, that
people ‘would be paid out of the'proceeds‘of the sale of bonds
‘‘until.such time: as.the home " was COmpleted'and received revenue
and that the revenue you are talking gbout the"n wouldn't be
available to you untiil the proJect was completed, 1sn't that
right°

A" I suppose.

MR. EDEIMAN: Well, I 'think we 've got

'-encugh for tcdéy.1
. (Discuséion of f'. the' record, |
Mﬁ. MﬁGNUSONi_ I do wish:rto examine him
about ccrtain QCestions .
REDIRECT EXAMINATION
BY MR MAGNUSON :*

Q First of all, Mr, Anderscn; reference was made o some
sand -and gravel 1ccated upon the property. 'This 1s some washed '
sand ‘and gravel that has been prepared fcr resale and has exist
for some years, Is this cor*ect’ | .

A That!s not washed 8and’ and gravel Rtts material taker
and mixed or classified M. BoA.2. _

Q This is located in a stockpile out on.the prOperty?

A This is right
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Q. In sddition to that, you have cut -=.striike that qaéé-
tion, "Approximately when was that stockpile made?

A" Approximately 1953.

Q 'And in additlon to this, you have ‘cut rough gradgz:of
the streets in thié property according to tﬁe proposed .plan
and layout, 1s,this correct? | .

A Right.

Q In so.doing, you havé had reaﬁon and cause to.eithér
remove‘certain earth.from various locatilons, place it in other
.locations, or to use that in stockpiling gravel?,_

‘A Right.

Q. And this property is in fact located upon & ‘gravel

deposit geénerally?
“A Right.
Q Reference was made to ‘a ¢ost-plus basis of work on the:

construction of various buildings within .this plan, ‘If and. in

the event you.were to construct a buildingj:you then anticipated

an‘income of ﬁen per ‘cent o?er and-above.the actua; cost of 
consfruction and matériéls?. .
_ A Right .
.Q .If you did not construct: the builaing, whaflwould your
awhat'woulq be fhe'situation? ' I
A /. Tt would be seven per.cent.
Q mAnd in. any circtimstance, would.there bé any circuma

stance where you would combine ‘them to take “17 per.cent?
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No.
How would a 7 per cent situation occur?
. Upon supervision of the ‘work os_shoever was constructis
Q Is that a usual cherge in like and similar'circumstance'
inconstruction circles? . |
A This is right
Q Can you tell me why Mr, Hauptman and Mr.- Pleuss left

the Board of Directors°

<A Through ‘the problems .we had with Providence Church

Plan; _ |
. @ And also Mr, Burgdorf --fcan yoe tell me why he 1eft?
A I was told -= I never talked directly -~ 4in his letter
he. Just said he resigned I heard indirectly -he resigned |
because he was taking on some duties with his chureh,

Q' Mr; Anderson, given the sime to de so, could you make |
"a complete accounting -of the moneys taken in f”om Ridge Luther?n\
' Home to your personal account and the disbursement of these
moneys from your personal account to A & J Builders°

A I hope X could i

Q And also given the time, could &ou make. a complete
eaccounting of the disbursement of funds by A & J Bullders 'as
lit relates po this project?
e A Right,

Q Relating to sccounting of money, was’ thére a 1edger-

sheet kept by Ridge Lutheran Home?
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Just what we have here,

And did you desire that a ledger be kept?
Right. |

And ‘why was fthere no. ledger kept?

Because NMri Gronseth never took it upon himseif to do-

Did you ever instruct Mr: Gronseth-to prepare a ledger

A Right.

Q. Did you éver.instruct Mr., Grénseth to ‘prepare a fuli
baléﬁce sheet of income and loss and net worth-of the corporas
tion? |

Right.
Did he ever sb ﬁrepare?
No, not that i.knog of .:

Who “1s" Mr, Gronseth? ' _ _
Well, Mr. Gronseth used to 11ve next:doof to.me, in
back of me in fact. «That's how 1 gdt to khbw Mr. Grdnseth.
| Q ~Was Mr., Gronseth an employee of the_Ridgé.Lutheran'
Home,qIné.? -
_ A Yes,
QL And épproﬁimatély how longé'
'E .Well, correct me<on thaty His’serviceé were béing
rendered by Rldge Lutheran Home.l .

"

Q They were:being rendered to Ridge Lutheran Home?
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Right.
Was he on the payroll:of Ridge Lutheran Home?.
No. ' He was paild by check to him for his services.
Paid by check from Ridage, Lutheran Home?
Right, eand also:Carl-Anderson.
Q How much was he beilng paild?
A At the time of my resignétion he “Was being paid $1,150
a month:,
Q. And how'do you say that he was paid by both:Ridge
Lutheran Home and Carl Anderson?® Would you explain ‘that?
- A Well, because we. were garnished eﬁd I had_ to pay_him

from the Carl Anderson :account.”,

Q I see.”'But at all. other times 'he was paid by Ridge

Lutheran Home?
A Right.’

Q. How 1long had he been in the employ of:Rldge Lutheran

Weli, Juét abouf from the beginning.’
What were his dutles? I
_A Well, his duties were tb take care of, ‘the office.
Q, And in'so doing, was he ‘in-'charge of the'Bale of~ﬁénds,-
and auch.iteﬁs?
L 4/,°Thig ‘18 pight, o ) D . ‘;j
'Q . Now, Mr. ‘Anderson, rélating‘td the property of thei ¥’

varylng acreages involved, what was the total acreage that. yon
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contemplated to sell to' ;Ridge Lutheran Home?

Everything but Nicollet Terracei=- all the property

that .was not under coridemnation and. that property‘as the

planned.unit: development Shows.

Now,: you made referencé to Nicollet Terface.

Right,

That was excludgd from the property being sold to ~=-
Right. . | |

How many acres are therg in Nicollet Terrace?

A

I don't-know\offhénd.

Approximately? & d s ' i L T

‘Abont 20 acres’

Now, I believe from_the'prOposedlplot that we had:here-

a showing on thére_bf a.35E Highway.x

Right .

W11l Ehat alse reduée’ the number “of acrea shid tb_Rif

Home by A & J Builders?

We just sold the<property in the planped unit deiaelcnp-J

Therefore- the highway would be excluded?

Yes, .sir.

;Do you know how many actes there are approximately

im the highway éxclusion?.

Approximately 18 acres.

Showing you Plaintiffs' Depesition Exhibit Nd, 4, the

entitled "Ridge‘lutheran Home" en'the front; did iyou
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prepare this exhibit yourself'?
A: It was done by people at+~Ridge Lutheran Home; Iné.
Q@ It wes done by people ~=
R.K.B. Studiosf
Q -Was 1t done under”the direction of Providenéé Lutheréﬁ{
or-was 1t done under the directlon of Ridge Lutheran Home,.Inc4,

A 'Under the direction of Rldge Lutheran Home, Inc'

Q I see on this paper that i1t refers to Mr. Walter Schwer
as attorney for Rldge Lutheran Home, Inc. IDoes he " now serve
in that capacity?

A’ Well, we don'ft:use him now, no.

Q _'Has ‘he served in this capacity since April 6£ 10667

A Well, he approved our:bonds and StUre.
Q' T see. So he héndied the 1egaliaffairs s’ Fhey mélated
to the bonding program? ’
& The théIéorporate'functions,“yest 
Q “Now, Mr, Anderson, up until the time of your resigna-
tion in August of 1967, had there been any delinguency in the
payment of either interest on bonds or -upon principal on ‘bonds
“that were redeemed? .
 A No.
 Q Had “any peéplé.ever made reQuesté'forIredemptioﬁ-of
.thélr bonds"prematurely?.
‘A" Right.

Q- What did you do With those situations?

A We redeemed them.
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Q

at that. time make preparation to make payments of interest

upon bonds on September. 1, 19672

A

the "completion of the checks. She had the envelbpes, and thesé¢

were removed so she was-unable to work.

Q
A
holders

Q
A

Q
A
Q
A

v started

Q

A

“bould continue.

Q
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Now, relating ‘to the month ‘of ‘August’ of 1967, did .you

Right.

Until the. time that you resigned,” had: peyments been

No.
Could you tell me why payment had not been made?

Well, the secreﬁary wasn't able to work and finish.'

Okayi Now, what, are these envelopes?

These are bondlholder envelopes that go tqlthe ‘bond
to pay interest éhecks; I r
The secretary Was Individually typing:these?

Right. : B

These addreéses? : Bl € s “

Right,

Heve:the checks been made ous?

She had part of them made out. Shg had’oﬂe book done’,
on the other one, |

What happened to those envelopés?

Well, Mr, Gronseth moved the envelopes, . and 1o way.:we

Did you give him authority to remove. those envelopes?




No.
Did you request that he return the envelopeé?
Yes.
Did he return the envelopes?
No.
Q In addition to this, you state certaln checks had been
made out. What happened to those checks?
A Mr, Gfonseth removed the chetks from the éffice.aﬁd
from the suitcase.
Q And did you have full ‘intention and knowledge of yoﬁr
Iown that it would be possible to make “the payments. of 1nterest

on these bonds due September 1 19672

A This is correct.

Q Now who signed the bonds such times as bonds were

56169 While you were with this company°
20 Ko pither Gfonseth and myselfs. and at one time Mr. Linse
éigned them. . And I have bonds mailed that have the woprds .-

Iof Providence Church Bonds that Mr Linse has signed

- Q. Now, has Mr. Linse at any time refused to sign thé
bonds for which there were subscriptions? ;
A Right.
Q - Can you tell us what happened or what caused him to
refuse. to slgn them° -

A He came out to the job and -- I called him -- I heard

that Mr. Gronseth wanted to talk to me; I called him and he came
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out to the office. .Then I showed him the books. and records;

and at this time there was nothing discussed gbout any audifing,

‘and that the main issue of the thing was that Mr. Grbnseth

should have more money.

Q@ This was more money 1ln terms of‘;alary for-Mr. Gronset!

A - Right.

Q This, I take it, then octubred dﬁring the month of
Adgust of 19667

A This 1s right.

Q There has been'previous reference to a Board Meéeting
which you did rot attend, Could you tell us.why you a1d not
attendfthis Board meetiné? | . ;

A When this was called, I was out of town,

Q Where were you?- |

A' I was up at my folks'.ét the, lake. .  Mr. Vinge céiled
me, told me when I was there that he could not make 1t ‘because
of 'a funeral .that came. up, .and he had to be at the funeral..

Q Now, where is this 1ake that you are referring to?

A Up at my folka' place at Emily,'Minnesota. : ,

Q Approximately how far 1s that? :

A Oh, 150 miles. .

Q:z And'you weré on. vacation at that timé?.

A I was not on vacation; I was out for a few‘days.

Q Mr. Anderson, have you -at any time refused fto disclose|.

to any person on the Board of Directors.or any bond holder any

h?
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©Or the construction of .the nursing home thereon?

'takihg'records and envelopes from‘your custody.

Home?

'done, what he was doing, and he absolutely refused and never

gy |

105

1nformatidn relating to'the finances of Ridgé Lutheran Home

A Never.

Q@ BAnd are you willing at thia time: to make a complete
disclosure as it 1is possible to make a disclbsube, relating '
to both Ridge Lutheran Home, your personal finances, and A & J
Euilders? . '

A Very much sd.

Q Mr, Anderson, -you have made reference to Mr, Gronseth's

A Right.

Q- .Did this ‘cause you to'write a letter to Mr, Gfonseth

on Aﬁgust o 8 ;967, terminéting his services wlth Ridge Luthera&:

ﬁ Repeat_that;_please?
oy ) (The question was read )
“THE WITNESS: No, I don't believe it did

BY MR, MAGNUSON; o _ '

Q@ Did you write a ietteﬁ té Mr . Gronseth terminating his
services on August 3, 1967% . .

| A Yes.. |
-.Q And_for what. reasons did you write fhié.letteé?

g, nelle & wrote this letter --.I asked him when this program

started to do some thinga ag far as a record of what he had

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMQOND AVE. ' ST. PAUL 14, MINNESOTA 7




S S S AR . it il
1 (" ~ - 5 ¥ »
hoi ol L

10

11

12

13

14
15
16
Wt
s
1o
iéo

" 21

22

23

.0 §4

25

106

would.give it to me. 'He said he. was going to do it, and never

aid,

Q ‘What was Mr. Gronseth's reply to this?

MR, EDEIMAN: * That 1s objeécted to .28 hear-

say.- He 1s not a' party to‘thie'action.

MR. MAGNUSON: I take it:from the ‘complain

in this action Mr. Gronseth 1s, president -of ‘the COM-~

pany.
MR, EDEIMAN: He's not a party to this

action;

MR .. MAGNUSON; As'president.ef the company,

I.think he becomes_a.pafty, Well, we will pass this

for the moment,

- BY MR.'MAGNUSON'

“Q ~JIn the past year has Mr. Linse at any time requested 4y
an accounting from you of the eituation as,it relates to the %
.finances of' the Ridge Lutheran Home?
| MR, EDELMAN: Mould ‘you read that backél.

(The ‘Question was read, )

THE WITNESS: No.
BY MR, MAGNUSON: | :
Q¢ And has Mr, Linse at any time diecussed with you the
nrogram of the sale of bonds in the last year?

A No.

Q Has Mr, Linse at any time discuesed'with you ‘the progre
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of “the construction of the nuréing home and the property?
A  No.
Q Showing you Plaintiffs' Deposition Exhibit No. 1, the
agréement, two sheets, has ‘thls agreement been discussed by

you with' a1l members.of the Board-of’ the Ridge Lﬁtheran.Home?
A" Right,

Q . And had®all members of ‘the Board of Ridge Lutheran
Home -~
A They commented on‘sone things, and thils was changed to

their satisfaction

MR. MAGNUSON:'- I don't -thtnk.T have. sny
more'Questiona. |
MR, EDEL&RN- Just a few questions.,
RECROSS-EKAMINATION ¥

BY MR. EDELMAN:

Q Mr. Anderson, how often was the interest. to be paid on

fhe bénds?
A Twice a year, ;
Q ‘Wasn't. there about & million.and a haif dollsrs’ or bondj
outstanding°
A Right. = s, T A 'ﬂ‘;'
Q And 6 per cent on'a million and a half doilars was
90, 000 - 6 and three quarters per cent was what you were payin%?
A Right. | ' |

Q@ And 6 and-three—Quafters per cént would be in the.
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neighborhood of a hundred thousand dollars?
| A" Right. |
Q.-So l®
A ' Per year.
.Q So the September semi-annﬁal instailment would have
required $50,000°?
Right.

Do “you know what the balance was on September i in the

Sure.
ﬁow much wasg 1t2
A, After I wroté a check; they had é thousénd.aﬁilars_in_
there. ‘ ‘. '
Q. They had a thousand dollars, : Ss6.did you have enough
money to pay interest on Septembef'l?‘ ; '
/A “Right, '
| Where would it ﬁave céme ffom?

Carl Anderson would see that it would have been there.

Q
A
Q Carl Anderson would see that 1t would be ‘there?
A

If I"had. to mortgage my ‘property, it would have been
there.
Q_ On that day did Ridge. Lutheran Home -~ on September ‘¥

19675 did it have more than:.a thousand dollars in its bank..

aceount?

A "I don't know on September 1,
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Q ‘On August 1 how ﬁﬁch did it have?

A Well, I don't remember,

Q Well, showing you =-- here is the First Natiénal Bank
of Hudson checking account, statement as of the beginning of
the month. - It shows a balance ‘of '$17,380.13.. Do youltake ¥
Tl 1ty that? e #

A That' 1s correct,

Q And at. the end of the month it had a‘balanee of “$11.42
as of Septemﬁer 1. l - I

A Well, . if that's what 1t says.

'_Q ﬁnd duriﬁg the month you wrote two checks to youfself .
for $105,000 and $15 ooo which c1eared9-

‘A Right,

Q " Aind you say that there would be funds bécagée Cari‘:
Andefsonuﬁouid'make the fTunds availablé? |

"A jRight.
Q Did you ever,‘prior to September 1, 1967, ever draw a

check to make funds availlable for interest°

A I made money available to get this organization going.

; @ Did you'eQer make-money: avallable specifically for
'iﬁterest prior to that time?
A No. . _ bot el -
Q Ail right.* Now, M, Anderson, according to the contrac%

if you sold 130 acres at $7 000 an: acre; you would ultimately
get $910,000. ' _ ) <)
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110
A T said I sold thé planned unit development, not acreég
Q ' Mr. Anderson, will you please answer the guestion?
Your sale was at $7,000 an acre, wasn't 1t?
A Right.
Q And 130 aeres, right?
Whatever is in the planned unit development.

There were 130 acres covered by-this contract, am.I‘

Right.

So ultimately 130 acres -= Af performed, the contract

wouldhhave brought in $910,000?:
A “‘Right.
Q “ And you paid oﬁly $160,00Q?
Right .
So your profit would héve_beén-$756,000?
Corfect.
Okay. And in addition -
A ‘Not my profit, That's not profiﬁ.'
é Your gross profit;.your gross profit of $756,OQO.I
in addition, you got $9,000 condemnation money? |
A Right. |
.Q: In addition to.that, you got $4;000 gravel money?.
A. ‘Approximately, iright.

Q And you contend that is falr and reasonable in ydur

dealings with --

A

ANDERSON-FRANKLIN ASSOCIATES 842 RAYMOND AVE. ST, PAUL 14, MINNESOTA




A I think this is féir and reasonabié, yes.
Q- Al right.’ And 1n addifion ‘to that, on the construg-
tion contract you ‘were to get:io per cent df all money' ==
A -1 have seen contracts that get 15 per cent.
Q- All ‘right. " Now, I went.through,all these checks.
Is it true that 1in all the.ﬁank accounts that we have mentione
the three bank.accounts, that_éll of thé checks dfawn from -
moneys -- withdrawing moneys rfom the Ridgé Luthefan Home, - Inc
bank accounts, whether they were from Marquette or Valley
National or First National-of Hudson, were a11 signed by
Carl Anderson? .
. A "Right.
Every last one?
This 1s rightt
Nobody else signed any checkéé'

.No.

Right. So when you say that you were making prepara-

tions just prior to September 1 for the payment of interest,
you were talking about what you intended to doout of your
moneys? Y
. Ai-X am.safing that -—.

Q “You would have ralsed moneﬁ somehow -% you.say you

would have mortgaged your house?

A' That's fight. i have,
@ And on-August 26, five days before;the interest was dus |
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you qult, didn't you?

A

resigned.

Q

" Who forced you?

A

sibllities.

Q.

resignation, "I wish to be relieved of all further reSpon— 

sibility." Did you feel you had a responsibility on that day

"to 8ee. that the interest was paid?

A

Q

A

Q

am resigning as president, executive secretary, and'from the
Board .of Ridge Lutheran Home, Ind., and wish to be relieﬁed

of all my responsibilities and duties immediately,! right?
Now, you say that a year before, back in 1966, br. Linse-refusu_

to sign

A That's what -- I heard this from Mr. Gronseth.
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Sure -~ I didn't quit at that time, no. : You mean I
You resigned.

Right.

Didn't you say you wanted to be shut of ‘all responsibit
I was forced to resign.

For the simple reascn I couldn't éarry out my respon=

At the time, August 26, you said in your letter.of

On the day .I resigned?
Yes-.
Absolutely.

Nevertheless, .you say, "I wish'to notify ydu that X

any more bonds, is that right?




Didn’'t he tell you that directly?
I don't“think he did.
Didn't you just testify-he came out to talk'to you?

A He came out and we ‘talked about Mr. Grdnseth's salary.

Q Didn't he talk to you also about the fact that this.
whole thing'was wrong?

A . Absolutely not.

Q- And he ‘demanded an accounting?

A -Absolutely not. | |

Q And this was /the reason why‘he refused to haQe hié

signature on any bonds any more?

A. . Absolutely not.

:Q All right. wa,_you say you\are willing fa come“to
Court aéd be honest?

A hbsolutely.

.Q And fair, .and disclose everything?

A .Right. gk |

Q@ W11l you bring the records of the A &.J Builders

showing.all the moneys recelved  and disbursed by you, includinL'

yéur bank statements?
/A If I cen get them together. I will.
Q Wiil you bring your' personal recoéds?
.~ A If I can.get 1t-ail together, i wili.
Q Canceled checks.and deposits aﬁ the State Bank'of"

Chanhassen?
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A "If 1 cen get-things together.

Q@ And of River'Falls. Now, you have saild that you
haven't denied anybody any: accounting. Isn't i€ perfectly
vaious that dealing with a million and a half dollars 1n the
1ast year and a half or two,’ that in 211 fairness to-these bond
holders that you should have had an accounting record? - Isn't
thatVobvious now that you look baek, don't you agree?‘

A I tried to -+ this I agree to,

Q" Did you ever hire an accountant to make an analysis?

No, I

You were the man that was the executive director?
I had a 1ot of préblems. |

But this problém you, didn’'t aéteﬁd t6.

I certainly ﬁried.

Q You @idn't hire an. accountant to cbme in,. make fhié, 
feport which we 50 desperately needed?

& Never did, no,

MR+ EDELMANZ . T think that's gli. Wil1
- you waive reading and signing so we can have ‘this avail

able -for the Judge Thursday morning?
MR, MAGNUSON‘ Yes; I might at this time

for the benefit of my client atate that you do, under
‘the circumstances, have the right and privilege to

read and sign the .depositlon as to 'its accuracy before
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ﬁj presentation in the«Court. Howéver, I would.recommend
2 to you that you do waive ‘the reading.and signing. of

_3 the depogition, " We do have' confidence in our reporters.
i o o THE WITNESS:. Yes.

5 ' MR. MAGNUSON: ' And waive. Notice'of. Piling.

6 (Witness eXcused.)
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STATE OF MINNESOTA )

) '83:

COUNTY OF. HENNEPIN )

1, Marjorie O,'Franklin, a Notary Pubiic
in and for the County of Hennepin and State of Minnesota, .do
hereby certify that the foregolng ‘deposition of.Cari R. Anders{
was taken on behalf of the Plaintiffs in'a certain cause now
peénding and undetermined in the Disgtrict Court of the State
of Minnesota, First Judiecial District, County of Dakota, befors
me at 1200 Buillders Exchange Bullding, Minneapoiis, Minnesota, :
on September 19,1967, |

That said witness was duly qworﬁ hJ me;
that'sald deposition was taxen down in stenotypy énd after- _
wards transcribed 1nto typbewriting under my superéision; and
that the foregoing 18 a trite and complete- transcript of said .
testimony. ;

By agreement of counsel reading. and signinr

by the witness was waived.

1. further certify that I am not related to

any of the parties or counseil before named, and I am not w-
interested in this matter directly or 1nd1rebt1y.

IN WITNESS WHEREOF I have hereunto set my

2t
hand and .seal this 53 day of September..1967.

,/dzézf¢¢4ﬁa&c/cf/ﬂc;;lédiﬂfnaﬁt

Marjoﬁ}é O., Franklifi - Notary Publié
Hennépin County, Minnes ota .~ :

My commission expires February.2F, 1974.
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