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IN THE DISTRICT COURT OF TFET TNITED STATAS ‘ T

IN AND FOR THE EASTIRN DISTRIAT AF ITIINOIS.
LAY TERY, 1928,

J. F. JARVIS, ET AL.,

Comnlairants,
IN EQUITY Mo. 93-D
vs.

Sl N N SN NSNS

OTTO KEFP, ET AL,

COURT'S RULING UPON MOTION OF FEDERAL RTSTRVE
RANK OF CHICAGO TO DISKISS COMPLATWANTS' BILL.

The motion of Federzl Reserve Bank of Canicago, to dismiss the
complainants! »ill, as. to it, is hereby sustainad.

After a careful study of briefs of counsel and of the Act
providing for the Federal Reserve System in its relation to the
National Banking Laws as a whole, with particular attention to those
sections of the law ~uthorizing the Federal Reserve Panks to conduct
examinations of member banks, I have come to the conclnsion that those
examinations wore not intended by Conzress as a dircct nrotection to
the depositors or other creditors of the member banks, nor are such
examinations compulsory upon the Federal Reserve Banks exccpt in so
far askthey may be found necessary in order to cnable the Federal
Reserve Banks to carry out the peculiar purvoses of the Act providing
for the Federal Reserve System. If this conclusion is correct, it
inevitably follows that the failure of the Federal Reserve Bank of
Chicago to conduct examinations of the Neoga National Bank, one of

its member banks, did not and could not, of itself, or vecause of the
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alleged results of such failure, create any liability on the part of
the ?ederal Reserve Bank of Chicago, to the depositors in the Neoga
National Bank.

I am further of the opinion that the only cause of action against
the Federal Reserve Bank of Chicago, indicated by the complainants'
bill, is upon the theory that the Federal Reserve Bank by some means
secured an unlawful preference. Without attempting to nass/ziozon—
sider whether or not a cause of action by the depositors on that theory
can be stated, it is enough to say that as now drawn the allegations
of the bill are not sufficient to establish a cause of action on that
ground.

I am further of the opinion that it would constitute an abuse
of the court's discretion under Rule 26 of the Federal Equity Rules,
to permit a joinder of the action against the Federal Reserve Bank
of Chicago and the action égainst the directors of the Neoga National
Bank, as stated in the bill. I can see no definite relation between
a cause of action by denositors against the directors of the Neoga
National Bank for failing to perform their general duties as directors
and a specific cause of action against the Federal Reserve Bank for
obtaining a preferential payment of a specific indebtedness, whether
by collusion with.the directors and officers of the Neoga National Bank
or otherwise, To try these causes of action together, it seems to me,
could only produce confusion, without aiding the Court or saving time
and labor to the litigants.

Complainants' bill is ordered dismissed as to the defendant, the
Federal Reserve Bank of Chicago. ,

FRED L. WHAM
Judge of the United States

District Court, Eastern Dis-
trict of Illinois.
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