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SUMMARY

The United States District Court for the Eastern District of North Carolina denied motions by Central
Fidelity Bank and Trenor Corporation to dismiss or stay an insurance declaratory action in deference
to parallel proceedings in North Carolina state court. Applying Colorado River abstention principles,
the court concluded that the circumstances did not justify declining federal jurisdiction and that
avoiding piecemeal litigation favored proceeding in federal court.

CASE DETAILS

COURT United States District Court for the Eastern District of North Carolina,
Elizabeth City Division

WRITING FOR THE COURT Terrence William Boyle

JURISDICTION North Carolina

DECIDED August 5, 1985

DOCKET No. 85-19-Civ-2

DISPOSITION other

PROCEDURAL POSTURE Defendants Central Fidelity Bank and Trenor Corporation moved to
dismiss the federal action or stay it pending related proceedings in the
Dare County Superior Court under the Colorado River abstention
doctrine.

STANDARD OF REVIEW A federal court applies the extraordinary and narrow Colorado River
abstention doctrine by carefully balancing the relevant factors, with
the balance heavily weighted in favor of exercising federal
jurisdiction; dismissal is warranted only in exceptional circumstances
or upon the clearest justification.

PRECEDENTIAL VALUE Published federal district court opinion; persuasive authority outside
the issuing court and not binding on other federal courts.



PARTIES Central Fidelity Bank, Trenor Corporation v. St. Paul Fire & Marine
Insurance Company
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PRACTICE AREAS

civil procedure insurance commercial litigation federalism

QUESTIONS PRESENTED

1. Whether the federal court should dismiss or stay the insurance-related action under the Colorado River
doctrine because related proceedings were pending in state court.

2. Whether the circumstances of the parallel state proceedings constituted the exceptional circumstances or
clear justification necessary to overcome the federal courts' obligation to exercise jurisdiction.

HOLDINGS

1. The federal court may abstain from exercising jurisdiction in deference to parallel state-court litigation
only in exceptional circumstances, and the balance of relevant factors must be heavily weighted in favor
of exercising federal jurisdiction.

2. The motions to dismiss or stay were denied because the defendants failed to demonstrate exceptional
circumstances warranting abstention.

KEY QUOTATIONS

“Abstention from the exercise of federal jurisdiction is the exception, not the rule.” (at 526)

“[T]he decision of whether to dismiss a federal action because of parallel state court litigation does not rest
on a mechanical checklist, but on a careful balancing of the important factors as they apply in a given case,
with the balance heavily weighted in favor of the exercise of jurisdiction.” (at 528)

FACTUAL BACKGROUND

The Seafare Restaurant burned on or about August 23, 1984. St. Paul insured the restaurant and its contents for
$820,000 at Trenor Corporation's request, while Central Fidelity Bank held a $500,000 deed of trust but was not
named as a mortgagee beneficiary on the policy. The bank sued in state court for the insurance proceeds, St. Paul
asserted lack of contractual privity and later arson, and Seafare filed a separate state action containing extensive
fraud allegations before St. Paul commenced this federal action.

PROCEDURAL HISTORY

After the Seafare Restaurant burned, Central Fidelity Bank sued Trenor Corporation and St. Paul in Dare County
Superior Court to recover insurance proceeds, and the state court later entered summary judgment for the bank
against Trenor. Seafare Corporation separately filed a state-court action alleging fraud against the bank, Trenor,



St. Paul, and others. St. Paul then filed this federal action, prompting the defendants to seek dismissal or a stay in
deference to the state proceedings.
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other
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