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n Schneiderman v. American Chemical Soci-
ety, Nos. 21-2737(L), 24-274(CON),—F.4th—
(2d Cir. Apr. 6, 2026), the U.S. Court of
Appeals for the Second Circuit addressed
whether 28 U.S.C. §1332(c)(1)—the
diversity jurisdiction statute’s provision deeming
a corporation to be a citizen of “every state and
foreign state by which it has been incorporated
and of the state or foreign state where it has
its principal place of business”—confers state
citizenship on federally chartered corporations.
In an opinion authored by Senior Circuit Judge
Reena Raggi, joined by Circuit Judge Sarah A. L.
Merriam, the Court held that it does not, creating
a direct circuit split with the Fourth Circuit’s deci-
sion in Navy Federal Credit Union v. LTD Financial
Services, LR 972 F.3d 344 (4th Cir. 2020). Circuit
Judge Steven J. Menashi strongly dissented,
arguing that the statutory text unambiguously
applies to all corporations, including federally
chartered ones, and that the majority’s interpre-
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tation creates an unjustified limitation on the
diversity statute.

The decisionis significant because it addresses
a fundamental question of federal jurisdiction:
whether federally chartered corporations, such
as the American Chemical Society, the American
Legion, and the FDIC, can be sued in, or invoke,
federal court based on diversity of citizenship.

Background

In April 2017, plaintiff Arnold Schneiderman, a
citizen of New York, sued the American Chemical
Society (ACS), a federally chartered corporation
with its principal place of business in Washington,
D.C., for—after multiple amendments—a single
count of disability discrimination under the New
York State Human Rights Law. Schneiderman
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alleged that ACS had failed to provide him with
reasonable accommodations necessary for him
to participate in a New York-based high-school
chemistry competition sponsored by ACS.

In the district court, Schneiderman argued
the court could “properly take the initiative to
broaden the basis for jurisdiction over federally
chartered corporations in warranted situations
without specific statutory authorization from
Congress,” disclaiming any reliance on 28 U.S.C.
§1332's “principal place of business” provision.

ACS moved to dismiss for lack of subject matter
jurisdiction. District Judge Roslynn R. Mauskopf
granted the motion, holding that Schneiderman
had failed to demonstrate diversity of citizen-
ship. The district court held that under the rule in
Bankers’ Trust Co. v. Texas & Pacific Railway Co.,
241 U.S. 295 (1916), a federally chartered corpo-
ration with activities nationally is not a citizen of
any state and therefore cannot be sued in diver-
sity, and no judicially-created exception could be
made when §1332 already expressed Congress’s
intended scope of diversity jurisdiction.

Finally, the court sua sponte considered
whether §1332(c)(1) (which was passed in 1958,
long after the Bankers’ Trust decision) supported
jurisdiction and concluded it did not, because
there was no evidence the place of business
provision was intended to apply to federally char-
tered corporations. The court held the “overrid-
ing purpose” of §1332(c)(1) was to restrict, not
expand, diversity jurisdiction.

On appeal, Schneiderman abandoned any
argument for a judicially-created exception, and
instead relied on the Fourth Circuit's decision in
Navy Federal that a federally chartered entity’s
place of business could alone satisfy §1332 to
allow for diversity jurisdiction, and therefore ACS
had state citizenship for diversity purposes in
Washington, D.C.

The Majority Opinion

The central question before the Second Circuit
was how to construe the word “and” as used in
§1332(c)(1), which provides that “a corporation

shall be deemed to be a citizen of every state and
foreign state by which it has been incorporated
and of the state or foreign state where it has its
principal place of business.” The court acknowl-
edged a textual ambiguity in how “and” combines
the statute’s state-of-incorporation and principal-
place-of-business provisions, and proceeded to
exhaustively examine the question through tex-
tual, linguistic and historical evidence.

The Fourth Circuit in Navy Federal had
construed “and” to join two independent bases
for corporate citizenship, reasoning that “when
we add something [i.e., the state of a federally
chartered corporation>s principal place of
business] to nothing [i.e., the absence of any state
of incorporation], something remains.” 972 F.3d
at 350. The Second Circuit was “not convinced
that [this reasoning] is linguistically ineluctable,’
holding that here the two requirements of a
state place-of-incorporation and state place-of-
business must both be satisfied.

The court offered a number of pieces of lin-
guistic evidence. The court observed Congress'’s
use of the word “every” in the phrase “every state
by which [a corporation] has been incorporated,”
together with the present-perfect tense “has
been incorporated,” presupposes that the corpo-
ration has, in fact, been incorporated by some
state. The text “does not admit the possibility of
no such incorporation.”

Thus, while “and” can seem a “linguistic cha-
meleon,” to operate conjunctively or disjunctively,
here “and” is best construed as a correlative
conjunction, deeming a corporation a citizen “not
only of every state by which it has been incorpo-
rated (which must be at least one) but also of the
State where it has its principal place of business
(which may be different).”

Turning to statutory context, the court observed
that, unlike the special rules for the citizenship
of insurers, which are set out in distinct lettered
parts separated by semicolons later in §1332(c)
(1), the state-of-incorporation and principal-place-
of-business provisions are joined without any
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separating punctuation, suggesting Congress did
not intend them to operate independently.

The court found further support in the long-
standing judicial understanding that §1332(c)
(1) confers “dual citizenship” on state-incor-
porated corporations—citizenship in both the
state of incorporation and the principal place of
business—for purposes of narrowing diversity
jurisdiction. This framework, the court noted,
“can never work in conjunction to effect dual
citizenship for federally chartered corporations
because they are not incorporated by any state.”

The court also emphasized that Congress, both
before and after the 1958 enactment of §1332(c)
(1), passed targeted legislation expressly con-
ferring state citizenship on specific federally
chartered corporations such as national banks,
Fannie Mae, and Amtrak to address the “federal
common law rule” in Bankers’ Trust that federally
chartered corporations are not citizens of any
state. “There would have been no need for the
cited targeted legislation,” the court reasoned, “if
Congress had intended for §1332(c)(1) to make
all federally chartered corporations citizens of
the States of their principal place of business.”

Finding text and context insufficient to dispel
all ambiguity, the court turned to the legisla-
tive history. The Senate and House Committee
Reports demonstrated that the primary con-
cern behind § 1332(c)(1) was controlling the
growth in the federal courts’ diversity docket.
The reports described the “fiction of stamping a
corporation a citizen of the state of its incorpora-
tion” when it is “engaged in a local business and
in many cases locally owned,” though the court
observed no such concern pertains to federally
chartered corporations, which were generally
excluded from diversity jurisdiction.

Moreover, the reports used correlative conjunc-
tions—"“not only... but also” and “both... and” citi-
zens of the state of incorporation and principal
place of business—to describe the statute’s oper-
ation, signaling that the provisions were intended
to operate conjunctively and limit jurisdiction.

Finally, the majority addressed the judicially-
created “localization” doctrine, under which fed-
erally chartered corporations whose activities
are confined to a single state may be deemed cit-
izens of that state. The court held that Schneider-
man had expressly waived this argument in the
district court, and had abandoned it on appeal. It
further noted that dismissal left Schneiderman
free to pursue his claim in New York state court,
“hardly a forum likely to be biased against him,
the concern underlying diversity jurisdiction.”

While declining to “consider whether a waived
common-law localization exception might itself
permit us to exercise such jurisdiction,” the court
rejected the dissent’s suggestion that §1332(c)(1)
could be construed as a codification of the local-
ization doctrine, reasoning that principal place
of business and localization are distinct con-
cepts—the former is a single factor, while the latter
involves a multi-factor inquiry into whether a cor-
poration’s activities are “confined to a single state.”

The Dissent

Judge Menashi dissented, arguing that the
text of §1332(c)(1) “unambiguously applies to
all corporations, including federally chartered
corporations.” The dissent maintained that each
of the two statutory bases for citizenship inde-
pendently confers citizenship, and “nothing in the
statute prevents one from supplying citizenship
when the other does not.”

The dissent criticized the majority as “mystified
by the word 'and,” and for “manufactur[ing] ambi-
guity where none exists,” arguing that the two
clauses are structurally and logically independent
and that the consistent usage of “and” throughout
§1332(c)(1) confirms it means “in addition to.”
The dissent pressed hard on the statutory context
and construction, which Judge Menashi wrote
was not as “befuddling” as the majority made it
out to be, arguing the “and” between the clauses
is disjunctive, not conjunctive based on the struc-
ture and context of the statute.

Further, the dissent argued that “[i]f the major-
ity were correct about the meaning of ‘and,” as
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having a conjunctive meaning, that meaning
should be applied throughout the statute, and
“the federal diversity statute would apply only to
entities incorporated both domestically and over-
seas,” a result Congress clearly did not intend.

Similarly, the dissent observed the majority’s
conjunctive reading would render the statute's
application to unincorporated insurers superflu-
ous. An unincorporated insurer would never have
a state of incorporation and, under the majority’s
logic, would never have any citizenship “despite
the express application of §1332(c)(1) to both
incorporated and unincorporated insurers.”
This, the dissent argued, demonstrated that the
principal-place-of-business provision must be
capable of independently conferring citizenship.

The dissent then took the majority to task for
a “selective” read of the legislative history, which
it also characterized as unnecessary given the
clarity of the statutory language. Judge Menashi
observed “[a]s the majority admits, however, the
legislative history says nothing about federally
chartered corporations,” and therefore shed little
light on the issue at hand, though the “interest
that Congress identified [in passing §1332(c)
(1)]—that the federal courts must provide a
forum for corporate litigation marked by salutary
procedures and a lack of local bias—implicates
federally chartered corporations.”

The dissent also argued that the majority mis-
understood “the legal baseline against which
§1332(c)(1) was enacted.” Pointing to the local-
ization doctrine co-existing with the rule in Bank-
ers’ Trust, the dissent contended that applying the
principal-place-of-business provision to federally
chartered corporations “might have been ‘merely
a codification of the Federal common law’ as it
was understood at the time.” (quoting Elwert v.
Pac. First Fed. Sav. & Loan Ass’n, 138 F. Supp.
395, 402 (D. Or. 1956)).

At the very least, “it is not possible to conclude
with any confidence that either Congress or the
courts in 1958 would have understood diver-
sity jurisdiction to exclude federally chartered
corporations.” On this view, Congress in 1958
would have had no reason to think the place-
of-business provision in §1332(c)(1) expanded
jurisdiction for federally chartered entities, but
was simply codifying the rule for all corporations,
including federally chartered ones.

The dissent also took issue with the majority’s
reasoning that their construction avoids render-
ing the citizenship statutes for specific feder-
ally chartered corporations superfluous, because
those “statutes “simply give a fixed, specific pro-
vision for... citizenship, which controls over the
dynamic, two-pronged, general rule in §1332(c)
(1).” (quoting Navy Federal, 972 F.3d at 360.)

Finally, Judge Menashi wrote that, even if
§1332(c)(1) did not apply to a federally chartered
corporation, the localization doctrine would put
ACS's place-of-business in Washington, D.C., and
a federal court in New York would still have juris-
diction. Although Schneiderman did not make
this precise argument, Judge Menashi would
have considered it, and did not think it had been
entirely waived below.

Conclusion

Schneiderman v. American Chemical Society is
a significant decision for federal jurisdictional
practice. By holding that §1332(c)(1)’s
principal-place-of-business provision does not
independently confer state citizenship on federally
chartered corporations, the Second Circuit has
created a direct split with the Fourth Circuit—one
likely to attract the Supreme Court's attention.
For now in the Second Circuit, federally chartered
entities are not citizens of any state for diversity
purposes unless Congress has specifically said
otherwise or the localization doctrine applies.
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