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STEPHENSON V. TAYLOR. 

4-2638

Opinion delivered June 20, 1932. 

BANKS AND BANKING—PREFERENCE—DEBT DUE UNITED STATES.—The 
receiver of a railroad appointed by a Federal court is not entitled 
to preference as to funds deposited by him in a bank which sub-
sequently became insolvent, such deposit not being a debt due 
to the United States, within § 3466, Rev. St. U. S. 

Appeal from Boone Chancery Court ; Sam Williams, 
Chancellor ; affirmed. 

J. Sam Rowland, for appellant. 
M. A. Hathcoat, for appellee. 
MCHANEY, J. Appellant is the receiver of the Mis-

souri & North Arkansas Railway Company under ap-' 
pointment by the District Court of the United States, 
Eastern District of Arkansas. Appellee, as State Bank 
Commissioner, is in charge of the affairs of the Citizens' 
Bank & Trust Company of Harrison, and of the Bank 
of Alpena, Alpena Pass, Arkansas, insolvents, by W. 
P. Watkins, special deputy. At the time said banks 
closed their doors and were taken over by appellee, ap-
pellant had on 'general deposit in receivership funds in 
the Citizens' Bank & Trust Company the sum of $30,844.- 
53, and in the Bank of Alpena, the sum of $154.41. He 
presented his claim to the liquidating agent against each 
bank as preferred or prior claims on the ground that 
said fund in each bank is money due the United States. 
The claims were disallowed by the Bank Commissioner 
as preferred or prior claims, but were allowed as gen-
eral . claims without preference. Appellant then pre-
sented the claims to the chancery court for preference 
and same were again disallowed and classified as gen-
eral claims against the banks. From the judgment so 
classifying these claims appellant has appealed. 

It is contended by appellant that the claims are en-
titled to preference by reason of § 3466, Revised Statutes 
of the United States, reading in part as follows : "When-
ever any person indebted to the United States is insol-
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vent, * ' the debts due the United States shall be first 
satisfied." And by reason of the decision of the Supreme 
Court of the United States in Bramwell v. U. S. Fidelity 
& Guaranty Co., 209 U. S. 483, and Union Indemnity Co. 
v. Florida Bank & Trust Co. 48 Fed. (2d) 595. In the 
Bramwell case the superintendent of an Indian Reserva-
tion deposited funds of the government in 'a bank to 
be distributed to the individual Indians and to the tribe, 
the superintendent acting as the agent of the Federal 
Government. The bank gave bond to the agent for the 
protection of said.funds,. and on becoming insolvent the 
surety paid the -agent the amount of the deposit and 
sought and was allowed to be subrogated to the right of 
the government to be classified as a preferred creditor 
of the bank. Bramwell, the Bank Commissioner, dis- 
puted the right and the Supreme Court of the United 
States sustained the allowance: as a preferred claim. In 
the Union Indemnity Company case, supra, it was held 

• that funds in the hands of a trustee in bankruptcy are 
entitled to preference under the same section of the 

• statute. 
We do not think either case is in point here. Neither 

of the insolvent banks was "indebted to the United 
States." The Federal receiver, appellant, is an operat-
ing receiver by appointment of the Federal Court and 
the funds on deposit were funds accumulated in the 
operation of the railroad. Under _the order appointing 
him as receiver, he was directed to take charge of the 
property, operate the railroad and conduct the business 
thereof according to his best judgment in a way to pro-
duce the best results, just as the railroad company would 
do if in possession thereof. He was directed to deposit 
the money coming into his hands in some bank or trust 
company and to report to the court the bank or trust 
company so selected. He was authorized and directed 
to pay all taxes and assessments due or to become due 
and all expenses incident to the operation of the prop-
erty. We think the receiver is in no better position 
to claim a preference from other depositors than the



railroad company itself would have been, had it been in 
charge of the property and made the deposits in ques-
tion. Andrew v. Crawford County State Baink (Iowa) 
224 N. W. 499; See also Price v. United States, 269 U. S. 
492 ; Stripe v. United States, 269 U. S. 503. The gist of 
the whole matter is that appellant does not come within 
the provisions of § 3466, Revised Statutes of the United 
States, for the reason that the insolvent banks, by being 
indebted to the receiver of the railroad company, were 
not indebted to the United States. 

The decree of the chancery court is correct, and is 
therefore affirmed. 
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