
X-6040 
FEDERAL RESERVE 

O F F I C E C O R R E S P O N D E N C E BOARD 

From Mr. Wingfield 

To To Mr. Wyatt 

Date May 17, 1925. 

Subjec t : J . F. J a r v i s , e t a l , v. Otto 
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This i s an a c t i o n in equ i ty "brought "by g e n e r a l d e p o s i t o r s of the 
Neoga Nat ional Bank of Neoga, I l l i n o i s , a g a i n s t the o f f i c e r s and d i -
r e c t o r s of tha t bank and a g a i n s t the Federal Reserve Bank of Chicago. 
I t i s charged t h a t t he o f f i c e r s and d i r e c t o r s of t h e Neoga Na t iona l 
Bank c a r e l e s s l y and n e g l i g e n t l y conducted the bank and mismanaged i t s 
a f f a i r s and t h a t such o f f i c e r s and d i r e c t o r s knew or should have known 
t h a t the bank was i n so lven t on January 1, 1924, and cont inued to be 
in so lven t u n t i l i t was c losed on January 12, 1925, but t h a t they kept 
the bank open du r ing t h i s pe r iod and rece ived d e p o s i t s from the com-
p l a i n a n t s . I t i s a l so charged t h a t the Federa l Reserve Bank of Chicago 
of which the Neoga Nat iona l Bank was a member, i s charged by law with 
the duty of supe rv i s ing i t s member banks and t h a t the Federa l Reserve 
Bank knew or should have known t h a t the Neoga Na t iona l Bank was i n -
so lven t on January 1, 1924, and t h a t i t should have caused the Neoga 
Na t iona l Bank to be c losed or to have r e f u s e d to make any r e d i s c o u n t s 
f o r t h i s bank subsequent to January 1, 1924. The b i l l asks a judgment 
a g a i n s t the o f f i c e r s and d i r e c t o r s f o r l o s s occasioned to the d e p o s i t o r s 
by reason of the neg l igen t management of the Neoga Nat iona l Bank and 
asks t h a t the Federa l Reserve Bank be r equ i r ed to r e t u r n a l l t h e notes 
and b i l l s in i t s hands on the d a t e of the c l o s i n g of the bank which i t 
had r ece ived from t h e Neoga Nat iona l Bank and to have the Federa l 
Reserve Bank put on the same b a s i s as any o the r c r e d i t o r wi th r e f -
erence to i t s c la ims aga ins t the Neoga Nat ional Bank. 

I t appears t h a t the theory upon which t h i s s u i t i s d i r e c t e d a t the 
Federa l Reserve Bank i s t h a t the Federa l Reserve Bank i s charged by 
law with the duty of examination and supe rv i s ion of i t s member banks . 
Accordingly the Federa l Reserve Bank knew or should have known of the 
insolvency of the Neoga Nat iona l Bank; any a s s e t s rece ived from t h e 
n a t i o n a l bank t h e r e a f t e r were r ece ived as t r u s t e e ; and i n equ i t y and 
good conscience the Federa l Reserve Bank should be requ i red to t u r n 
back such a s s e t s f o r the b e n e f i t of the d e p o s i t o r s and should not 
occupy the p o s i t i o n of a p r e f e r r e d c r e d i t o r . 
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