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IN THE DISTRICT COURT OF TFE TOTTED S'TATrl? 

IN AND FOB THE EASTERN DISTRICT OF ILLINOIS. 

MAT TE3>/, 1928. 

J . F . JARV1S, ET AL., 

Compla inan ts , 

v s . 

OTTO KEPP, ET AL. 

I F EQUITY !To. 93-D 

COURT'S RULING- UPON MOTION OF FEDERAL RESERVE 

BANK OF CHICAGO TO DISMISS COMPLAINTS' BILL. 

The mot ion of P e d e r e l Reserve Bank of Chicago, to d i s m i s s t he 

c o m p l a i n a n t s ' b i l l , a s to i t , i s he reby s u s t a i n e d . 

A f t e r a c a r e f u l s tudy of b r i e f s of counse l and of t h e Act 

p r o v i d i n g f o r t h e F e d e r a l Rese rve System i n i t s r e l a t i o n t o t h e 

N a t i o n a l Banking Laws a s a whole , w i t h p a r t i c u l a r a t t e n t i o n to t h o s e 

s e c t i o n s of t h e law a u t h o r i z i n g the F e d e r a l Rese rve Banks to conduct 

examina t ions of member banfcr., I have come t o t h e c o n c l u s i o n t h a t t h o s e 

e x a m i n a t i o n s were not i n t e n d e d by Congress as a d i r e c t p r o t e c t i o n t o 

t h e d e p o s i t o r s o r o t h e r c r e d i t o r s of t h e member banks , nor a r e such 

examina t ions compulsory upon t h e F e d e r a l Rese rve Banks excep t i n so 

f a r a s t h e y may be found n e c e s s a r y i n o r d e r t o e n a b l e t h e F e d e r a l 

Rese rve Banks t o c a r r y out t h e p e c u l i a r p u r o o s e s of t h e Act p r o v i d i n g 

f o r t h e F e d e r a l Rese rve System. I f t h i s c o n c l u s i o n i s c o r r e c t , i t 

i n e v i t a b l y f o l l o w s t h a t t h e f a i l u r e of t h e F e d e r a l Rese rve Bank of 

Chicago t o conduct examina t ions of t h e Neoga N a t i o n a l Bank, one of 

i t s member b a n k s , d i d no t and could n o t , of i t s e l f , o r because of t h e 
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a l l e g e d r e s u l t s of such f a i l u r e , c r e a t e any l i a b i l i t y on t h e p a r t of 

t h e F e d e r a l Rese rve Bank of Chicago, to t h e d e p o s i t o r s i n t h e Neoga 

N a t i o n a l Bank. 

I am f u r t h e r of t h e o p i n i o n t h a t t he only cause of a c t i o n a g a i n s t 

t h e F e d e r a l Reserve Bank of Chicago, i n d i c a t e d "by t h e c o m p l a i n a n t s ' 

b i l l , i s upon t h e t h e o r y t h a t t h e F e d e r a l Reserve Bank by some means 
upon 

s e c u r e d an u n l a w f u l p r e f e r e n c e . Without a t t e m p t i n g to n a s s / o r con-

s i d e r whether o r no t a cause of a c t i o n by t h e d e p o s i t o r s on t h a t t h e o r y 

can be s t a t e d , i t i s enough to say t h a t a s now drawn the a l l e g a t i o n s 

of t h e b i l l a r e not s u f f i c i e n t t o e s t a b l i s h a cause of a c t i o n on t h a t 

g round . 

I am f u r t h e r of t h e o p i n i o n t h a t i t would c o n s t i t u t e an abuse 

of t h e c o u r t ' s d i s c r e t i o n under Rule 26 of t h e F e d e r a l E q u i t y R u l e s , 

t o p e r m i t a j o i n d e r of t h e a c t i o n a g a i n s t t h e F e d e r a l Reserve Bank 

of Chicago and t h e a c t i o n a g a i n s t t h e d i r e c t o r s of t h e Neoga N a t i o n a l 

Bank, a s s t a t e d i n t h e b i l l . I can s e e no d e f i n i t e r e l a t i o n between 

a cause of a c t i o n by d e p o s i t o r s a g a i n s t t h e d i r e c t o r s of t h e Neoga 

N a t i o n a l Bank f o r f a i l i n g to -perform t h e i r g e n e r a l d u t i e s as d i r e c t o r s 

and a s p e c i f i c c ause of a c t i o n a g a i n s t t h e F e d e r a l Reserve Bank f o r 

o b t a i n i n g a p r e f e r e n t i a l payment of a s p e c i f i c i n d e b t e d n e s s , whether 

by c o l l u s i o n w i th , . t he d i r e c t o r s and o f f i c e r s of t h e Neoga N a t i o n a l Bank 

or o t h e r w i s e . To t r y t h e s e c a u s e s of a c t i o n t o g e t h e r , i t seems to me, 

cou ld o n l y p roduce c o n f u s i o n , w i thou t a i d i n g t h e Court o r s a v i n g t ime 

and l a b o r to t h e l i t i g a n t s . 

Compla inan t s ' b i l l i s o r d e r e d d i s m i s s e d as to t h e d e f e n d a n t , t h e 

F e d e r a l Reserve Bank of Chicago. 
FRED L. WHAM 
Judge of t h e Uni ted S t a t e s 
D i s t r i c t C o u r t , E a s t e r n D i s -
t r i c t of I l l i n o i s . 
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