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IN TEE DISTRICT COURT OF THE UNITED STATES
FOR THE Z.STERN DISTRICT OF WASHINGTON

Northern Division

GEORGE T. B.ACON,
Plaintiff
No. L-4205

FEDERLL RESIRVE B/NX OF SiN

)

)

)

)

)

)

) DECISION
FRLNCISCO, a corporation; )

)

)

)

)

)

)

)

THE FIRMERS NATIONAL B.N.L OF
POMERQY, a corporation; FIRST
NATIONAL Ba'a OF CL/R.ISTOMN, a)’

" corporation; and GRORGE H.
WATERMAN,

Defendants.

The plaintiff, a resident of the State of Idaho, seeks to
recover from the Federal Reserve Bank of San Francisco, California; the
Farmers National Bank of Pomoroy, "wshington; tae First National Baik of
Clarkston, Washin_ton (each of szid Nutional Baulis ocing or_anized under
the laws of the United States); and Geor.e H. Vaterm:n, President of the
Farmers National Bank of Pomeroy and Vice President of tas First National

Bank of Clarkston, damages allered to havs bean sustained in escess of

$5300.00.
The Complaint was served on an employee of the Spokane Branch
of the Federal Reserve Banlz on Descember 14, 1922. The followin- stipu-

lation was si nad by the attorneys for tae plaintiff and the attornsy for

the Federal Reserve Bank of San Francisco, was approved by tas Jud.e of
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tuis court, and filed in the office of ths clerk of tais court on
December 30, 1922;
"STIPUL.TION EXTENDING TIME TO PLELD.

IT IS HEREBY STIPULATED by and betwsen counscl for the plaintiff

in the above entitled action and couns:sl for tas Federzl Reserve Bank of

San Francisco, on: 6f the defendants above named, that said defendant
Federal Reserve nunk of San Fraacisco may take and have to and includin: the
third day of February, 1vz3, within Waich to ans er the complaint on file in
said action or to file suc.i otaer pleadin: or gleadin.s or make such other
motion or motions in respect tzirceto and in respoct to the cause of action
set forta in said complgint as said Faderal Reserve Bank of San Francisco
may, by its counssl, be advised, including ovjscticns waich may be raised

by such motions to tas jurisdiction of tas court in waicaszid action is
~brou_ht.m

On February 1, 19c3, scecial appearance was filed by ths attorney
for the Federal Reserve Bank of Saa Francisco as follows:
"You will pl:css enter ny spescial aj.earance as attorney for
Federal Reserve Bank of San Francisco, one of the defendants above, in
the above entitled cause, and service of 21l subsequent papers except
writs of process may be made upon said Federal Reserve Bank of Sen Fran-
cisco by lsavin, same with V. L. Partaer, Mana.er Spokane Branch Federal
Reserve Bank of San Francisco. Post Uffice iddress: Spokane, Vasaington.
Aloert C. A:new,
Lttorney for Dafendant Federal
Rescerv. Bans of San Francisco.
Tsls appearance is sp.cial znd is made oaly for tas purpose of
ur.ing a motion to dismiss tac @bove entitled zction zs to tais defendant.™
The Federal Reserve Bani, appearing solely for tie purposes of the
motion, says to the Court that the Federal Reserve Bank of San Francisco is
creatsu by aa Act of Congress known as the Federal Reserve Act; that it has
its existence by virtus of said Act of Congress and Acts amendatory thaer.of;
that its principal offic. and place of businecss is in the City and County of
San Francisco, Califoraia; that it holds the meetin.s of its stocknolders,

dircctors und ex:scutive officers, mzintains its records, keeps its seal,

transacts its principal ousiness, in said City and County and State;
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that it is an inhabitant of the said State and of the Judicial District of
thz Nortiern Division of California, and is not an iphabitant of the Statec
of Washin.ton nor of the Fastern District of Vasnington. FProofs and affi-
davits are filed tending to show:

That .ursuant to the provisions of the Federal Reserve Act the
Board of Dirsctors of said Ressrve Bauk cstablisiacd a oranch of said Re-
serve Dank at Spokane; that tn: powers ana dutiss aad functions of said
Spokane Branch are dsfinel and limited by its by-laws; and tas functions,
dutics and operations of said Spokans Braach are subject to tiac rulecs, rsju-
lations, sup.rvision and final a-proval of the Head Office of said Reserve
Bank; tnat the directors of tne Bronch 3.nk have powasr to rediscount from
member banks of the Drench District paper under the provisions of the
Federal Ressrva Act and re_ulations of the Federal Reserve board, within
limitations prescribed; that said frinch nenk may claar and collect chicks
for the accounts of thos: drawn upon memosr and non-memder banis located
within the territory assign:d to it on the sz plan followed Ly tas Head
Cffice.

The Branch Bank may not engage for its owa account in Open mark.t
transactions, bankers' acceptances, trads acceptances, warrants or Govern-
ment bonds, excapt to tas order and for tae account of toe Head Office. Tae
compensation of the officers, clerks ani smployses of tas Branca Boak ars
fized by the Head Jffice, subj-ct to tac mpproval of the Federal Rescrve
Board. All expenditurcs of tie Lranch Iank. ire subject to tue approval
of tne Head Office. Minutes are to pe iest 0y tie Discount Committes and

transmitted to tnc Head Office ugon agproval, and tae Discount Committce is
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vested with special powers prescribed by the Board of Directors of the
Head Office.
The Dircctors of the Spokane Branc.: consist of five members,
tac Mana er of wnich is ex officio Chairman of the Bo.rd, and who is
appointed annually by and holds office at tac pleasure of tne Boaid of
Directors of the Reserve Bank; two members of the Board are appointed
caanually by the Board of Dirsctors of the Rsserve Banlz and hold office at
the pleasure of thae Reserve Board; two memb:ars are appointed annually by
and hold offige at the pleasure of the Federcl Reserve Board at Vashing-
ton, D. C.; that said Board acts in an advisory capzucity 'only and has no
power to detzrmine éolicies or ma..c final deccisions, That said Spokane
_Branch is aily o businzss a,ency of said Reserve Bank and is so placed,
opsfaved and conducted for tas conVeniencé of member banks situated at a
distance so rémote from the Head Office taat ta. business of said member
banks.with thé Reserv: Bank may be tramsacted .itaout a .reat loss of'tiﬁet
The defendant contends tast it awe act made 2 . @neral appearance;

that the action shoull be dismissed because the Fodeoral Reserve Bank of San
Francisco is not an iﬁhabitant of this District; taat the provisions of the
Foderal Roserve Act do not enlar.c the jurisdiction of tais Court as fo the
ReServs‘Bank; waile the plaintiff conteonds tast tae defendant bank has made
'a;gcner;l.apgcarance by.tn; stipulation waica was filed with ths agproval
of tne Jud. e, and tazt it is aan innsbitant of this Judicial District.

Davis, Heil & Davis, Attornsys for tac Plaintiff,
Albert C. f_new, Attornesy for Defeniont, Federal Leserve Bank of San Francisco.

NETERER, District Judge. appearances are of two kinds:

Special, for tae purpose of testing tiac sufficiency of service cr the juris-
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diction of the court; and general , wihere the defendant waives defects of
service and submits to ths jurisdiction. Emphasis is placed upon Rule 22
of this Circuit, which provides in substance that the special appearances
mst cmbody a statement taat if not sustainsd the defendant will enter a
general appearance, and unless this agreemsat is included the spescial
appearancz will te considered a general apsearance in the cause. Tae
pufpose of kule ¢c is for tae yrotostion of tas partiss to tne cause and
the Court. Here tne parti-s have ostablished a status wita tae Court's
approval. The purpose of tac ruls is satisfied by the stipulation and
tae ordar. However, tie contention of tae plaintiff as to Rule 22 is
of no avgil, since the Supreme Court in Davidson Bros. v. United States
ex. ral. Gibson,‘213 U. 8. 10, says that it was beyond the power of the
court to make and enforce a rule wits suc. conditions as would transform
an objection to the Jurisdiction into a waiver of tne objsction itself.

The stipulation must de touien as a wholse The intent and gurpose
of the context as a whole must control and so taken, the intent not to
appear gencrally is agparent. Tne status of the defendant in this case
is Jdifferentiated from that of ta. defendant in Zverctt Railway, Light &
Power Co. v. United States, 236 Fed. §06, cmphasized by tne defendant. In
taat cese the defendant appcared in open court and on oral motion obtained
an enlargement of time in whicz to file "its apysarance, motion or answer,"
Tac dgpearance was not special nor was there a reservation that the motion
might be directed to the court's jurisdiction but presumably to be directed
against the complaint on ths merits in shaping the issues. In tae instant
casebtne question of jurisdiction is specifically reserved. Tha state
statute (Ssction 241, Comp. Stat. ¥ash.) to waica the Court's attention

is directed is not, under the Conformity ict involving the jurisdiction of
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tas Federal Courts, contrcliing.

Salmon Falls kfg. Co. v. Midland Tire Co.
z55 Fed. 214 (C.C.)

Sut the detsrmination of such guestion is for the Federal Court
alone.

Tistern Loan Co. V. Butte Mining Co.,
210 U. 8. 368

Davidsen Bros. ve U, S. ex rel. Gibson,
213 U. S. 10,

s. P, Co. v. Denton, 146 U. S, 202.
Galveston R. R. Co. v. Gonzalcs,

151 U. S. d4yo.

Badris v. Coal Co., 251 Fed. 673.
Danlgren v. Picrcs, 263 Fed. SH1.
Herlmess v. Syde, 96 U. S. 476.

Section 51 of the Judicial Code (Comp. Stat. 1033) so far
as nere material providcs: |

mk o ok % 1o civil suit saall be orought in any district
court against any person by any original process oOr proceeding in
any othsr district thom thet wasreof ne is an. inhabitant; but where
the jurisiiction is founded only on tac fact taat tae action 1is
betwecen citizens of different Statcs, sait saall be brought only
in the district of the residence of either tac plaintiff or the
defendant." '

Section 54 of the Judicial Code provides:

nMhe district courts shall aave original jurisdiction ***
of all suits of a civil nature, at common law or in sguity * * * ¥
where the matter in controversy exceeds, e.clusive of intercst
and costs, tae sum or value of tarse taousand dollars, and (a)
arises wnder thac Constitction or laws of tiae United States, or
treatizs made, or wnica srall be made, under taelr autaority;
or (v) is betwesn citizeas of differeat States; * * * * * *u,

The first inguiry, is the action on: arising under (a)
the laws of ths United States insofar as it affccts the Federal

Reserve Bank, must be answeraed in taec affirmative.
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American bank & Trast Co. v. Federal
Reserve Bank of itlanta, 256 U, S. 350.

fhe conclusion follows Usborn v. Bank of United States, 9 Vheat.

138, Tne American Bank & Trust Company case, sugra, also defi-
nitely Jdecides t.at subd. 16, Scction 24, of the Judicial Code
does not reaci Jorvard and includs tae Federal Reserve Banks witain

tre parase "naticanal beniring

as-gciations. "

Toe nsat ingquiry is, 15 tae defendant Reserve Bank an
innabitant of tac State of Califoraic. Tac principal place
of bﬁsiaesg of t..c defendant Reserve Baalz is in San Fraacisco, all
of is

t.ie business directed from that office except such as is

reviswed vy ths Fedeoral Roserve Loard, and the officers reside
toere. The contunticn of tn: plaintiff is that the Reserve
Ban.z, being organized under the laws and Constitution of the
United States, is not a local out a Jdor.stic corsorzsion, and
tac purpose of operating vithiin a given district salos the
term "inhabitant" Co-extsusive wita tac district and not of

one particular place witain such zone or territory.
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Many cases ure cited, all of wnich aro predicuted upon the citizen-
ship or hanitat of a corporation of a particular state.

McCormick Harvesting Co. v. Jathers
(1890), 134 U. S. Ll.

i. parte Shaw (1892), 145 U. S. Ll

12 Sup. Ct. 935k.

In rs Xsasby & Mattison Co., 160 U. S.
222; 40 L. Ed. 402; 16 Sup. Ct. 273.
Macon -Groczary Co. v. Atlantic C.L.R. Co.
(19C2), 215 U. S. 501; 30 Sup. Ct. 1glh;
Gansral Investment Co. v. L.ML.S. Ry. Co.
(1922), 43 Sup. Ct. Rep. 106.

Wilson v. Western Union Tel. Co. (1883),
34 Fad. Hol. '

Halstead v. Momning (1822), 34 Fed. 5673,
Gormully & Jeffery Mfg. Co. v. Fo.2 Mfg. Ce.
(188g), 34 Fed. g18; affirmed in
Preston v. Fire Extinguisa=r Co. (1%288),
3b Fed. 721. ’ ,
Anderson v. Germain et al. (1391), uYg Fad. 295.
Sunderland Bros. v. C. R. I. & P. Co. Ry.
(1902), 152 Fed. 272.

Memphis Cotton Oil Co. v. I. C. Ry. Co.

(1908), 164 Fed. 290.

Imperial Colliery Co. v. C. & O. Ry. Co.
(1909), 171 Fed. 529.

Cound v. &. T. & S. F. Ry. Co. (1209),

173 Fed. 527.

Smith v. Detroit & T- S. L. R. Co. (1%09),

175 Fed. 505. \

Whittaker v. I. C. Ry. Co- (1310),

176 Fed. 13e.

Newell v. B. & O. Ry. Co. (1910), 181 F=d. 692,
S. P. Co. v. Arlington Heights Fruit Co.
(1911), 191 Fed. 1G1.

Trapp v. B. & O. Ry. Co. (1922), 283 Fed. 0R5.

It is primer law that a local corporation is a citizen of the state of its
creation, and the general rule is thet the domicile of a local corporation

is in that county, city or.town in which it has its general or principal office
and conducts its business.

First National Eaniz of Everatt v.
Wilcox, 72 Wash. 473.

Chief Justice Waite, in Ex Parte Schollenberger, 96 U. S. 369,
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saild that a corporation can have its legal home only at the place where
it is placed under the authority of its chartsr, but may have its agents
transact business anywhpr , unless prohibited by its charter or sxcluded
by locel laws.

"Inhabitant is legally squivalent to one who has established
a domicile." Standard Dictiorary.

"Inhabitant -- Onz who has his domicile in a place." Bouvier
Law Dictionary,

"One may be designated an inhabitant of that ploce which con-
stitutes the principal seat of his residencs, of his bu81nesa, pursuits
and connections." Phillips v. Boston, 183 Mass. 3lk; 67 . E. 250.

"A corporation is regarded as an inhabitant of the district where
its principal office is situate.." People, et. v. Marens, 116 N. Y.
Supp. 189, 192.

The Suprems Court in Galveston R, R. Co. v. Gonzales, 15} U.S.
496, said:

"In the case of a corporation the guestion of inhabitancy must
be determined, not by the residence of any particular officer but by the
principal offices of the corporation, where its vooxs ure kapt and its
corporate business is transacted, even thousn it ray trenssct its most
important business in another place. It is but a corollary of the propo-
sition laid down in the three cases above referrzd %o, that if the corpo-
ration be created by the laws of the state in which tnare ar2 two Judicial
districts, it should be considered an inhabitant of that district in
which its general offices are situated and in which its gereesl business,
as distinguished from its local business, is done.”

The Supreme Court in Shaw v. Quincy Mining Co., 145 U.S. Lll,

said:

"The word 'irhabitant! * * * was * * ¥ used, not in any
larger meaning than citizen, but to avoid the incongruity of spesking of
a citizen of amything lass *han a state when the intention was to cover
not only a district which included a Wbola stats, but also two districts
in one state. * * *

"As to natural person, therafore, it cannot be denied tlhiat the
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effect of this act * * * is that the phrase 'district of the residence
of' a person is equivalent to 'district wherecof he is an inhabitant! ¥**,
In the case of a corporation the reasons are, to say the least, quite as
strong for holding that it can sue and be sued only in the state and dist-

rict in which it has been incorporated, or in the state of which the
other party is a citizen."

. The defendant Federal Reserve Bank is not a citizen of Calif-
ornia, it being incdrporated under an Act of Congress; its activities are
. not confined to a single state or locality, but are carried on in different
states( The Supreme Court in Bankers' Trust Co. v. Texas & Pac. Ry.,
supra, at page 309, said:
"Of course it is a citizen of the United States in the sense
that a corporation orgenized under the laws of one of the states is a
citizen of that state, but it is not within the clause of the Fourteenth
Amendment, which daclares that native born and naturalized citizens of
the United States shall be citizens of the state wherein they reside, nor
has Congress said that it shall be regarded as possessing state citizen-
ship for jurisdictional purposes, as is one in respsct of mational banks
by section 24, par. 16, of the Judicial Code * * * ,m
Under the Federal Reserve Bank Act (38 Stat. L. 251), the
Secretary of the Treasury, Secretary of Agriculture, and the Comptroller
of the Currency, acting as "The Reserve Bank Organization Committee",
- shall designate not less than ¢ight nor more than twelve cities to be
-knwon as Federal Reserve Cities, and shall divide the continental United

,Statés, including Alaska, into districts, each to contain only one of such

rgserve cities. The committee shall supervise the organization in each

of the cities designated of a Federal Reserve Bank, which shall include

' ,in.its title the name of the city in which it is situated. (Section 2.)

| Each Federal Reserve Bank shall sstablish branch banks within

the Federal Reserve District in which it is lecated. Such branch banks
shéll ﬁe operated by a Board of Directofs under rules and regulations ap-

proved by the Federal Reserve Board, four of said directors to be selected
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by the Reserve Bank and three by the Federal Reserve Board, and to hold

office during the pleasure respectively of the parent bank and the Federal

Reserve Board. The Reserve Bank shall designate one of the directors as

manager. (Section 3.)
When the Federal Reserve Districts have been established by the
organization committee a certificate is filed with the Comptroller of the

Currency éhowing the geographical limits of such districts and the

Federal Reserve city designsted in cach of such districts. The Federal
Reserve Board consists of the Secretary of the Treasury and the Comptroller
of the Currency as gé officio members, ard five members appointed by the
President. The Resarve Board is enpowared at its discretion to examine
the accounts, books and affairs of every Fedesral Reserve Bank and every
member bank, and shall publish weelkly a statement showiné.the condition
of each.Federal Keserve Banl, and a consolidated statement of all Federal
Eeserve Banks. The powers of Tederal Reserve Banks are prescribed and
limited by the Federal Reserve Board wash rcelation to dealings in com-
mercial paper, gold transactions, bonas anw notes, commercial exchange,
discount rates, foreign aécounts and agencizss, and ali rzlations per-
taining to the business for which they are organized. (Section 1k.)

The Federal Reserve Bank derives all of its rights from the laws
of Congress, and a suit against it on account of its conduct arises under
the laws of the United States, (Osborn v. Bank of United States, 9 Wheat.
828.) It has the right to sue and be sued in all courts of law or equity
within the United States. (Section 4.) There is not a suggestion that
intimates anything cther than Faderal relation. The defendant Federal
Bank bears the same relation to the United Statzss, or at least‘to the Fed-
eral heserve District, as a corporation dws to the state of its creation. It
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is a creature of the Congress. It is a citizen, if it may be so termed, of
the United States. It is transacting business under and by virtue of
national authority. The habitat of the bank is fixed by the certificate
of organization, and established throughout the record,as San Franciso .
Section 51', supra, has general application to all non-resident
defendants, including corporations that sack advantage of its provisions,
except national banks (Act of July 12, 1885) and railway corporations
orgenized under federal law (Act of Juns 28, 1915, 32 Stat. L. 583.) The
pertinent clause of this section forbids any suit to be brought in any
district. other than that whereof the defendant is an inhabitant unless
founded only on diversity of citizenship, then in the district of the
revidence of the plaintiff or the residence of the defendant., "Only" means
(sbster) "exelusive," "notuing mors," so in any event the jurisdiction
hers must be determinz2d by the habitat of the defendant Reserve Bank.
Keasley ctc. v. U. S., 160 U. S. 221,
City of Merphis v. Board of Directors,
228 Fed. 802.
Van Dresser v. 0. R. & N. By. Co., 48 Fed. 202, must have
been determined upon the jurisdiction of the écurt as fixed prior to the
Act of August 13, 1888 (25 Stat. L. 433), which prior Act included the
phrase "or in which he may be found." Judge Hanford, on page 203, said:
"I hold that it is liable to be sued in the national courts in
any district wherein it may be found doing business and having anagent
or representative upon vhom servics of process can be made. "
It is fundamental that the court has jurisdiction only as fixed
and limited by the Congress, and its duty is plain. Chief Justice
Marshall in Bank v. DeVeaux, 9 U. S. 51 (Cranch) said:

"The duties of the court to exercise jurisdiction where it is
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conferred, and not to usurp it where it is not conferred, are of aqual
obligation." .

There are doubtless reasons why the Federal Reserve Bank should
be considered an inhabitant of every district in vhich a branch is es-
tablished, but that is a matter of Legislation by the Congress. The law
contemplates that every corporation or orgesnization shall nave but one
Eabitat, and that shall be in the district where its genzral offices are
located and where the certificate of organization fixes it and the general
business done. |

The Supreme Court in th; mtter of Dunn, 212 U. S. 374, in which
it was contended that the defendant in the pending suit concerning the
controversy was a resident of the Southern District of New York, the
Court, at paée 388, held that the record disclosed that the company main-
‘tained an office in Dallas Couﬁty, Texas, and that the Senior Vice
President lived in Dallas, and that for many years the company had desig~
nated Dallas as its gencral office, that all of the acts of the Board of
Directors taken in New York City were subsequently affifmed by the
meeting of the Board in Dallas before they were considerza offactive, and
held that the corporation could be sued in the Eastern District of Texas.

My attention is called to Farmer's & Merchant's Bank v. Federal
Reserve Bank, 286 Fed. 560. The issue before the court was stated by
Judge Cochran at the opening of his decision as follows:

"This cause is before the court on the defendant bank's motion
to quash the service of process upon it on the ground that it is a
national corporation and was not at th: time of such service doing busi-
ness in this state as required in order to subjsct it to suit therein.®

On page 567 Judge Says:

"It is conceded as it must be that at the time this suit was
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brought the individual defendant was acting for the defendant bank as

its agent and had been so acting for its for over a ysar and a half before
the suit was brought. The defendant bank's position is that the doing

of business in this state of a particular character at the time suit was
brought was essential to jurisdiction and that such action on its behalf
would not constitute business of that character. As to whether this po-
sition is sound is the guestion before me." (Italics Mine)

The issue is dissimilar from the issue presented here. The habitancy of
the bank in that district sppears to have been waived, and the sole issue
was the motion to quash the service of the summons, as not authorized,

because not served upon a person authorized to be served,2®- the business

required of the particular character was not done. In the instant case
there is no question as to the sufficiency of the service if the defendant
is suable in this district, it not having waived the right to exemption
from suit. Aside from the foregoing quotations as to the issue there
presented the thread of the thought is carried throughout the decision.

The "synthesis" yielded by the cases examined and analyzed by Judge Cochran
is illustrated at page 578, where it is said:

"The plaintiff's sie volo is not sufficient of itself to confer
jurisdiction. The corporation must be suable there. (Italics Mine).
There is therefore a dualism;=-a real dualism- in all such cases. But it
is not the dualism heretofore considered. It is this: The corporation
must be suable in the foreign jurisdiction; i.e., it must be rceasonable

and not arbitrary for it to be sued therein and process must have been
served therein on an authorized agent."

At page 581 the Court said:

"This brings me to the 11 decisions in the cases in which juris-
diction was upheld. In upholding Jjurisdiction, it must be taken that the
court decided not only that the requirements as to service of process was
met but that the defendant was suable in the jurisdiction in which suit
was brought. *¥*v

On page 589 the thought is repeated as follows:
"But in order to the existence of jurisdiction, it is not suf-

ficient that service of process on the corporation's representative
therein be had. The corporation must be suable in the foreign jurisdiction.
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(Italics Mine.), and in ordsr to this it mist be reasonable that de-
fendant should be subjesct to sait thersin.®

Service of process in the instant casc was mads upon an authorized agent,
but the defendant Federsl reserve Benk was not suable in this district
by statutory limitations under Sec. 51, Jud. Code, and by the bank

under a special appearance invoking the provisions of Sec. 51, the

court is concluded.,

(signed) Jeramiah Neterer

U. S. District Judge-.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis





