§1359

CLASS 1 – KRAMER V. CARIBBEAN MILLS (10/14/2005)

(Pg 437 – the “Ja-makee Me Crazy jurisdiction” case)
1. Panamanian Co. who wants to sue a Haitian Co
2. Traditional Rule:  Foreign Corps are only citizens of juris in which they are incorp
3. .
4. .
Panamanian ----------------------- > Haitian
5. .
       I
6. .
       V
7. .
     TX
8. .
9. Under Art III, Sect. 2 can a PAN co sue a Haitian co in a diversity case? – NO!  In a diversity case at least one party must from a state w/in the U.S.
10. So Π sells his claim to a TX citizen, under which TX citizen gets 5% of any claim he can get from Haitian, w/ the remaining 95% to PAN
11. Why does the Δ think he can get the case thrown out of ct? – B/c under §1359 it looks like collusive joinder to create diversity.  
1.) What’s ‘fraudulent about this?
i. TX citizen had nothing to do w/ the transaction
ii. ( The PAN is still really the party at interest here
12. So the SCt was saying let’s not pretend that the TX citizen is the real party in interest
13. Suppose that the TX lawyer had simply purchased the claim from the PAN co. for .70c on the $1.  Is that a fraudulent joinder? – Prob. not 
14. Suppose we were in a state ct, and the Δ in the state ct case was from TX.  And further that a PAN co wanted to sue that TX Δ in a TX state ct.  Given the circumstances of he orig case (5%/95% arrangement).
1.) .
Panamanian ----------------------- > TX
2.) .
       I
3.) .
       V
4.) .
     TX
5.) .
6.) Could the TX Δ remove that case to fed ct on the basis that the TX Π is not the real party in interest?  Does §1359 prevent this?
i. 50% of courts say NO b/c §1359 says it is illegal to make a fraudulent joinder to create (invoke) diversity; it says nothing about fraudulent joinders designed to defeat diversity
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