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FEDERAL RESERVE BOARD

WASHINGTON
X-6706

ADDRESS OFFICIAL. CORRESPONDENCE TO
‘THE FEDERAL RESERVE BOARD .
September 13, 1930.

SUBJECT: U. S. Casualty Company v, Nashville Branch of Federal
Reserve Bank of Atlanta, et al,

Dear Sir:

I enclose for your information a copy of a Bill in Chancery
filed in the above entitled case. You will note that it alleges that
the check in question was deposited in a New York bank, forwarded to
the Federal Reserve Bank of New York, and then to the Nashville Branch
of the Federal Resorve Bank of Atlanta. A decree against the Federal
Reserve Bank of Atlanta is sought on thc ground that it was ncgligent
in sonding the check direet to the drawece bank.

I am calling this to your attention because Mr. Edward J. Smith,
Counsel for the Nashville Branch of the Federal Reserve Bank of Atlanta,
with the acquiescence of Mr., Robert S. Parker and the undersigned, has de-
cided to file a demurrer in this case; and I do not know of any case in
which a bill of this kind has been demurred to. Mr. Smith's theory is that
the bill shows on its face that the New York rule is applicable; and there
is no privity of contract between the complainant and the Federal Reserve
Bank of Atlanta; and that, therefore, the bill should be dismissed on de-
murrcr. . As an alternative, ho also contonds that the Court should take
Judicial notice of Regulation J; that the rcgulation has the force and cf-
feet of law; that, undor the regulation, there is no privity of contract;
and that the bill should be dismisscd.

While we are not entirely surc that the Court will sustain such
a demurrcr, Mr. Parkor and I fecl that it can do no harm to try it and
that the filing of a demurrer in this case suggests interesting possibil-
itics, If it is successful it will cstablish an casy and expcditious
mecans of disposing of many of thesc check collection cascse

' This is meroly for your information, but I shall be interested

in any views which you may carce to cxpress on this subject.

With all best regards, I am

Cordially yours,

Walter Wyatt,
General Counsel,

Enclosure,
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TO THE HONORABLE JAMES B. NEWMAN, CHANCELLOR, ET(
HOLDING THE CHANCERY COURT OF DAVIDSON COUN
TENNESSEE ¢ , 4 :

UNITED STATES CASUALTY COMPANY,

a non-resident corporation resident
of the state of New York, being
qualificd and doing businoss in the
state of Tenncssce

Complainant
VS,

FOURTH & FIRST NATIONAL BANK

a national banking institution of
Davidson County, Tennocssee,

NASHVILLE BRANCH FEDERAL RESERVE
BANK, o branch of the Atlanta Federal
Reserve Bank, a national banking
institution, with its office in
Davidson County, Tennessese,

COLUMBIA BANK & TRUST COMPANY, a state
banking institution resident of Maury
County, Tennessee, and D. D. ROBERTSQN,
an adult resident of Davidson County,
Columbia, Tennessee, Receiver for the
Bank & Trust Company,

Defendants

Complainant would respectfully show to the Court:

That on July 15, 1929, the Columbia Insurance
Agency, a duly licensed insurance agency roprosenting the
complainant at Columbia, Tennesscc, drew its check on the
Columbia Bank & Trust Company for $277.83, payable to thc
complainant for the amount of the agency's account due
complainant. Tho check was in duc scason forwarded to the
complaipant!s home office in New York and was thon endorscd

by it and doposited in the Continental Bank of Néw York for
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collection. That Bank forwarded the check for collection
through the Fedoral Reserve Bank of New York. On July 20,
1929 the Federal Reserve Bank of New York forwarded its cash
letter to the Nashville Branch Federal Reserve Bank in the
sum of $21,503.48, which included the check above mentioned.
This letter was received by the Nashville Branch Federal Re-
serve Bank, July 22, 1929, and on the same day, the said
Nashville Branch Federal Reserve Bank sent to the Columbia
Bank & Trust Company its cash lotter in the sum of $4,376.62,
which included the above mentioned chedc and which chock was
therefore sent by the Nashville _Branch Federal Reserve Bank
direct to the bank on which drawn for presentment and pay-
ment. At the time there were two othor regular banking
institutions, including a national bank, doing business in

Columbia, Tennessee, which was known to the Nashville Branch

Federal Reserve Bonk.'

On July 24th, the Nashville Branch Federal Roserve
Bank received from the Columbia Bank & Trust Company a check
drawn on the defendant Fourth & First National Bank of Nashe

ville, for $4,362.52, being in payment of said cash lettor of

the Nashville Branch Federal Resorve Bank sont to the Columbia

Bank & Trust Company, less returned items, and on said day,

July 24th, 1929, tho Nashville Branch Federsl Reserve Bank

presented said check drawn by the Columbia Bank & Trust Compeny
“toxthe Fourth & First National Bank for payment which was re-
“fused. In the meantime the said check of $277.83 was marked

paid by ‘the Columbia Bank & Trust Company and placed with its.
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paid cancelled checks and was returned to the 001umbia Insurance 55
Agency marked "paid" along with its other cancelled checks and in
balancing its account.

The check drawn on the Fourth & First National Bank was
passed through the clearing house of Nashville and payment was not
refused when it was first presented to the Fourth & First National
Bank coming through clearings, but during the day, and probably be-
fore any entry thereof against the account of the Columbia Bank &
Trust Company, this bank closed its doors and the defendant Fourth
& First National Bank was apprised thereof. At the time the Columbia
Bank & Trust Company was indebted for borrowed money or rediscounts
to the Fourth & First National Bank and that bank then returned said
check for $4,362.52 to the Nashville Branch Federal Reserve Bank,
refusing payment, and applied the deposit with the Columbia Bank &
Trust Company in said Fourth & First National Bank to the amount
duc the latter by the former.

II

Whercfore, complainant is advised and charges that it is
entitled to recover said amount of $277.83 from tho Nashville Branch
Fedoral Rcserve Bank for the rcasom that said bank was nogligent in
the collection of said check in sending it diroct to the Columbia
Bank & Trust Company on whom it was drawn, lkmowing that there were
other banks in the same city.

That likewise, or if teken in this view, in either event,
the defendant Fourth & First National Bank of Nashville is liable-

~to=complainant for the reason that it had no right or authority to
apply .the.fdeposit of the Columbia Bank & Trust Company as ab@%
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stated without paying said check sent to the Nashville Branch §f§(3
Federal Reserve Bank and by it cleared to the Fourth & First Q
Yational Bank, the payment on the check not being refused when
it was presented.

That satisfaction from either of said defendants would
of course satisfy the complainant's demand against all, leéving
the otner defondants to litigate and adjust the matter among them-
selves, , )

That if mistaken in the foregoing views, éomp1a1nant
is at least ontitled to havc and sot up sald check as a claim
against the asscts of the defunct Columbia Bank & Trust Company
in the hands of its receiver and rocoive its dividond thoreon.

III

The parties roside as stated in the caption and arc
sui Juris

PREMISBS CONSIDERED, COMPLAINANT PRAYS:

1. That those named as defondants in tho caption
horeof be made such by the issuance and scrvice of process
upon them requiring them to appear and answor this bill at the
earliest practical rule day of the Court; but thoir oaths to
their answers aroc waived.

2. That tho complainant bo grantcd a decrcc against
the Nashville Branch Fedoral Rescrve Bank andf/or Fourth &

First National Bank of Nashville for thc amount of said check,
intercst and costs,

3. If deniod tho reliof sought in the forogoing prayor,.
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then that said check be set up and established as a valid claim
and demsnd against the assets of tho Columbia Bank & Trust Come L0 ¢
pany in the hands of the receciver and that ho be ordered to pay
pro rata dividend thercon,
4. That complainant have all such further and goneral

rclief as it may be entitled to at the hearing.

M in & Evans
Wo are surety for the costs Solicitors for Complainant.

of this cause.

McGugin & Evans.
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