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STATS OF MIMES OTA 

COU1TTY OF HENNEPIN 

X-6512 

DISTRICT COURT 

FOURTH JUDICIAL DISTRICT 

I n t e r n a t i o n a l Shoe Company, 

P l a i n t i f f , 

v s . 

Federal Reserve Bank of Minneapolis, 

Defendant. 

FINDINGS OF FACT 
QONcaasiONS of law 

AND ORIER FOR JUDGMENT 

The above e n t i t l e d caute was t r i e d the 2nd day of A p r i l , 1928, 

be fo re the cour t wi thout a j u r y , a j u r y having been waived. Messrs. L. 

A. Reed and A. P. Reed appeared on behal f of p l a i n t i f f and Messrs. Ueland 

& Ueland appeared on beha l f of the defendant . The court having heard the 

evidence adduced and be ing f u l l y advised i n the premises -

FINDS AS FACTS: 

1. That on October 6, 1923 p l a i n t i f f was the owner of a check 

drawn payable to i t s order by Sche f t e r Clothing House, s a i d check being 

i n the sum of $1376.23 and being drawn upon the Ci t izens S t a t e Bank of 

Langdon, North Dakota; t h a t on the same date p l a i n t i f f duly endorsed 

s a i d check by u n r e s t r i c t e d endorsement to the F i r s t Nat ional Bank i n S t . 

Louis and depos i ted s a i d check with s a i d bank fo r c r e d i t t o i t s account 

with s a i d bank; t h a t the pass book i s sued by sa id bank i n which s a i d de-

p o s i t was en t e r ed conta ined the fol lowing p r o v i s i o n , t o - w i t : 

NOTICE TO CUSTOMERS. 
The F i r s t Nat ional Bank i n S t . Louis 

accepts bus iness on the fo l lowing 
condi t ions only: 
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LIMITATION OF BAH'S LIABILITY FOR 

COLLECTIONS CB CR3DITS. 

Al l i tems r ece ived for Co l l ec t ion or Credi t a re 
taken f o r d e p o s i t o r ' s accomodation and a t h i s r i s k ; and 
i n . n o case s h a l l t h i s Bank be l i a b l e fo r more than o r d i -
na ry care and d i l i g e n c e on i t s p a r t with r e s p e c t to such 
iterns\ and i t s h a l l not be l i a b l e f o r the neg l igence or 
f r a u d of any pe r son or co rpora t ion to whom such i tems 
may be sen t f o r payment, nor s h a l l i t be l i a b l e f o r 
r e t u r n s on such i tems u n t i l such r e t u r n s have been 
cashed. In case any i tem i s l o s t through f a i l u r e to 
c o l l e c t , or f a i l u r e of r e t u r n to be p a i d , t h i s Bank 
s h a l l have the r i g h t to charge back such i tem to the 
d e p o s i t o r . 

In the absence of w r i t t e n i n s t r u c t i o n s to the con-
t r a r y by the d e p o s i t o r i n each case , i tems may be s e n t 
f o r payment to t h e Bank, Banker or Trust Company on which 
they a re drawn, a l though a charge i s made f o r such c o l -
l e c t i o n . This Bank w i l l accep t i tems f o r c o l l e c t i o n or 
c r e d i t only on the above terms and condi t ions and the 
d e l i v e r y to t h i s Bank of such i tems s h a l l c o n s t i t u t e an 
acceptance of such terms and condi t ions by the customer. 

FIRST NATIONAL BAH i n ST. LOUIS 

Deposited by 

That on the depos i t s l i p by which s a i d check was depos i t ed was p r i n t e d 

the fo l lowing : 

" F i r s t n a t i o n a l Bank i n S t . Louis . Deposited by I n t e r -
n a t i o n a l Shoe Company. To d e p o s i t o r s ; Checks, d r a f t s 
e t c . , a r e r e c e i v e d and c r e d i t e d for the accommodation 
of Depos i to r s . The bank dec l i ne s r e s p o n s i b i l i t y f o r 
t h e i r c o l l e c t i o n and r e se rves the r i g h t to charge them 
back to the account i f they , or the r emi t t ances r ece ived 
f o r them, a r e not p a i d . When i n s t r u c t i o n s to the con-
t r a r y a r e not g iven , items may be sen t to the bank on 
which they a r e drawn, though a charge i s made f o r the 
s e r v i c e , and when so s en t , these condi t ions a r e not 
waived or suspended." 

2# That on October 6, 1923 the s a i d F i r s t Ra t iona l Bank i n 

S t . Louis d id then ar\d the re c r c d i t the amount of s a i d check a t i t s 

face va lue to the checking or commercial account of p l a i n t i f f wi th 

s a i d bank and d id then and the re endorse the same as fo l lows : 
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"Pay to the order of any bank or banker . P r i o r endorse-
ments guaranteed& F i r s t Na t iona l Bank i n S t . Louis , 
C. L. A l l en , Cashier , 4 -5 , 614 Oct. 6, 1923.11 

and i t d id then and there send the s a i d check by mai l to defendant 

wi th o the r items enc losed with a l e t t e r dated October 6, 1923 which 

bore the d i r e c t i o n ; 

"Credi t 4 -4 Federa l Reserve Bank of S t . Louis 4 -4 For 
account of F i r s t Nat ional Bank i n S t . Louis , Mo. 4 - 5 . 
P r o t e s t of i tems over $10 except those on t h e f ace of 
which appears t h i s stamp *no - p ro 4 - 5 ' or s i m i l a r au -
t h o r i t y t h a t can be i d e n t i f i e d by the c o l l e c t i n g bank 
as t h a t of a p reced ing endorse r . Telegraph non-payment 
of i tems $500 or over and quote the name of l a s t p r eced -
i n g endo r se r . " 

which s a i d l e t t e r and check were rece ived by the defendant on Oct-

ober 8, 1923. 

3 . That t h e r e a f t e r and on October 8, 1923 the defendant 

endorsed the s a i d check on the bank thereof as f o l l o w s : 

"Pay to the o rder of any bank, banker or t r u s t Co. 
A l l p r i o r endorsements guaranteed October 8, 1923. 
Federa l Reserve Bank 17-8 Minneapolis , Minn. 17-8 . " 

and thereupon t r a n s m i t t e d the s a i d check d i r e c t t o s a i d C i t i zens 

S t a t e Bank of Langdon f o r payment. That s a i d check f o r $1376.23 

was forwarded by defendant to s a i d bank i n Langdon on October 8, 

192b i n a form l e t t e r bea r ing the fo l lowing p r i n t e d i n s t r u c t i o n s : 

"We enclose the fo l lowing items f o r c o l l e c t i o n and r e -
t u r n s . Do not ho ld i tems f o r any reason whatever . Wire 
non-payment of i tems of $500 or over . Do not p r o t e s t 
i tems of $10 or over or those bea r ing stamp on the f ace 
— no pro 17-8 — or s i m i l a r a u t h o r i t y of a p r eced ing 
bank endorse r . P r o t e s t a l l o ther i t ems . Return t h i s 
l e t t e r with your d r a f t . " 

That s a i d l e t t e r conta ined items aggrega t ing $1812.31. 
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4 . That s a i d Ci t izens S t a t e Bank r ece ived the s a i d l e t t e r 

and check and on October 10, 1923 i s s u e d f o r the s a i d above d e s c r i b -

ed check and o the r checks i t s d r a f t drawn on the nor thwes te rn Nat iona l 

Bank i n Minneapolis i n favor of defendant f o r the s a i d sum of $1812.31 

stamped the s a i d above descr ibed $1376,23 check "pa id" , deb i t ed the 

account of the s a i d S c h e f t e r Clothing House wi th the amount the reof 

and r e t u r n e d the s a i d check to t h e s a i d Sche f t e r Clothing House. 

That on or a f t e r October 10, 1925 the s a i d C i t i zens S t a t e Bank of 

Langdon t r a n s m i t t e d s a i d d r a f t by mail t o t h e defendant and t h a t on 

October 18, 1923 the defendant r ece ived the same. 

5. tfhat on October 18t 1923 the defendant p r e sen t ed the 

s a i d d r a f t t o the s a i d drawee bank f o r payment and payment was r e -

fused and the same was dishonored, and defendant thereupon caused 

s a i d d r a f t to be p r o t e s t e d tot non-payment» That on October 19, 

1923 the defendant charged the atdount of s a i d csheck to t h e Federa l 

Reserve Bank of S t . Louis f o r the account of the s a i d F i r s t Nat ional 

Bank i n S t . Louis . That on October 23, 1923 the s a i d F i r s t n a t i o n a l 

Bank i n S t . Louis n o t i f i e d p l a i n t i f f t h a t the s a i d check had not 

been c o l l e c t e d and then and there charged the amount of the same t o 

s a i d p l a i n t i f f and on October 24, 1923 the s a i d p l a i n t i f f duly r e p a i d 

the amount of s a i d check to the s a i d F i r s t n a t i o n a l Bank i n S t . Louis . 

That s a i d check of $1376.23 has never been r e t u r n e d by defendant or by 

any one e l s e to s a i d F i r s t Na t iona l Bank i n S t . Louis or t o p l a i n t i f f . 

That no demand has ever been made by defendant on t h e s a i d C i t i zens 

S t a t e Bank of Langdon f o r the r e t u r n of the s a i d check subsequent to 

the d ishonor of the s a i d d r a f t . 
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6. That said check for $1376.23 was handled "by defendant as a 

part of defendant!s clearing house operations pursuant to Regulation J -

Series 1923, promulgated by the Federal Reserve Board, and that said 

check 'vas received "by defendant direct from said First National Bank in 

St. Louis pursuant to an arrangement entered into between defendant, the 

Federal Reserve Bank of St* Louis and said First National Bank in St# 

Louis, whereby the privilege of routing checks direct to defendant was 

extended to said First national Bank and whereby i t was understood and 

agreed that a l l checks so routed direct to defendant should be received 

and handled by i t in a l l respects in the same manner and subject to the 

same terms and conditions that were prescribed by defendant from time 

to time for the handling of checks in i t s clearing house operations, 

7. That Regulation J - Series of 1920, promulgated by the 

Federal Reserve Board as aforesaid, also provided in part as follows: 

"In handling items for member banks a Federal 
Reserve Bank wi l l act as agent only. The Board wil l re-
quire that each member *** bank authorize i t s Federal 
reserve Bank to send checks for collection to banks on 
which checks are drawn + and, except for negligence, such 
Federal Reserve Bank wil l assume no l i a b i l i t y . Any 
further recjuijrdments that the Board may deem necessary 
wi l l be set forth by the Federal Reserve Bank in their 
l e t ters of instruction to their member *** banks. Each 
Federal Reserve Bank wil l also promulgate rules and re-
gulations governing the details of i t s operations as a 
clearing house, such rules and regulations to be binding 
upon a l l member and nonmember banks which are clearing 
through the Federal Reserve Bank." 

8. That pursuant to and in accordance with said order and 

regulation of the Federal Reserve Board, defendant did promulgate rules 

and regulations governing the details of i t s operations as a clearing 

house under said Federal Reserve Act; that said rules and regulations 
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which were in force during a l l times mentioned, in the complaint, inso-

far as the same are material to the issues here in controversy between 

p l a i n t i f f and defendant, provided as follows: 
!tGEISFJkL CONDITIONS. Every "bank sending checks to 

this bank, or for i t s account to another Federal Reserve 
Bank, wi l l he understood to have agreed to the terms and 
conditions of this circular* and to have agreed that in 
receiving such items this hank wil l act only as the col-
lecting agent of the sending hank, and as such authorized 
to send such items for payment in cash or bank draft 
direct to the bank on which they are drawn, or to forward 
them to another agent with authority to present or send 
them for payment in cash or bank draft direct to the bank 
on which they are drawn, and that this bank i s authorized 
to charge back the amount of any item, whether returned 
or not, for which this bank has not actually received 
payment either in cash or in the proceeds of the bank 
draf t •,r 

9. That said rules and regulations of defendant were con*-

tained in a check clearing and collection circular of defendant known 

as defendant's circular4 Ho* 286; that said circular Ifo. 286 was furnish-

ed to the Federal fie serve Bank of St* Louis long prior to October 8, 1925 , 

but that no copy of said circular was ever furnished to or received by 

p l a i n t i f f and that p la in t i f f had no direct dealings either with defends 

ant or the Federal Reserve Bank of St. Louis unt i l long after October 

8, 1923. 

10* That on October 8, 1923 said Citizens State Bank of 

Langdon was in fact insolvent and was unable to pay the checks of i t s 

depositors as presented, and at no time on or after October 8, 1923 

could said check for $1376.23 have been collected in cash. 

11. That the only loss in connection with the collection of 

said check for $1376.23 was incurred from the fact that said Citizens 

State Bank of Langdon, on October 10, 1923, wrongfully treated said 
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check as paid, as hereinbefore set forth, without having available 

funds, to remit for said check to defendant, whereby the drawer of 

said check was discharged on October 10, 1925. 

12, That defendant never agreed with p la in t i f f to act 

as the agent of p l a i n t i f f in the col lection of said check for 

$1376.23. 

13, That the only terms and conditions under which de-

fendant ever agreed to handle said check were those terms and 

conditions contained in Regulation J and defendant's circular 

Ho, 286, as hereinbefore set forth. 

14, That unt i l October 18, 1923 defendant had no know-

ledge or notice of the insolvent condition of the Citizens State 

Bank of Langdon, and that defendant in handling said check for 

$1376.23 for col lect ion was not negligent in any particular. 

AS C01TCLUSI02TS OF LAW the court finds that defendant i s 

ent i t led to judgment of dismissal against p la int i f f and for i t s 

costs and disbursements to be taxed by the clerk. 

LSI JUDG-MBira BE STT3RBD ACCORDINGLY. 

Dated May 8, 1929. 

Harry A. Johnson 
Judge of District Court. 

Enter a stay of 30 days. 

Johnson, Judge. 
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