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DEPARTMENT OF JUSTICE, 

WASHINGTON. 

December 9, 1919. 

Dear Mr. Secretary: 

In response to your request for my opinion 

concerning the powers of the Federal Reserve Board to regu-* 

late discount rates of the several reserve banks, I reply as 

follows: 

By section 14 of the Act of Congress, designated by the 

short title "Federal Reserve Act" (Act of Dec. 23, 1913, 38 

Stat.251), it is provided that "every Federal reserve bank 

shall have power"-

(d)to establish from time to time, subject to review and 
determination of the Federal Reserve Board, rates of 
discount to be charged by the Federal reserve bank for 
each class of paper which shall be fixed with a view 
of accommodating commerce and business. 

By section 4 of said act each Federal reserve bank is 

under the supervision and control of its own board of direc¬ 

tors, subject, however, to the provision of section 11 of 

said act which provides, in part, that 

The Federal Reserve Board shall be authorized and 
empowered * * (j) to exercise general supervision 
over said Federal reserve banks. 
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Said Federal Reserve Board is also further author¬ 
ized and empowered to examine at its discretion the 
accounts, books and affairs of each Federal reserve 
bank and to require such statements and reports 
as it may deem necessary. (Seeill.subdiv.a.) 

By section 12 there is also created a Federal Advisory 

Council composed of representatives chosen in the manner prescribed 

in said section, which is to confer directly with the Federal Re¬ 

serve Board. Among its powers it is authorized to "call for infor¬ 

mation, to make recommendations in regard to discount rates, redis¬ 

count business", etc. 

The question for determination is whether, taking into 

consideration the language of section 14 (d), giving the power 

to the Federal reserve banks to establish from time to time rates 

of discount, "subject to review and determination of the Federal 

Reserve Board", and the further power of the Federal Reserve Board 

to exercise general supervision over said Federal reserve banks, 

the power of the Federal Reserve Board is limited to reviewing and 

approving or disapproving rates of discount made by such banks, or 

whether said Board may, in the exercise of its powers, from time 

to time review the rates of discount in use and direct specific 

changes and alterations thereof. 

The legislative history of the act shows that as originally 

drawn section 14, subsec. (d) conferred the power upon the Federal 

reserve banks to make discount rates "subject to review" by the 

Federal Reserve Board, and that said section was amended in com¬ 

mittee by adding the words "and determination" after the word 

"review", so as to make said section read as now enacted. 
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It is quite evident that if the Federal Reserve Board is con¬ 

fined to the power to review and approve or disapprove rates of 

discount made by the Federal reserve banks, and is without power to 

itself direct specific changes, the words "and determination" are 

wholly without significance. The very signification of the word 

"determination" used in such a connection, carries with it the right 

to pass upon and to decide and fix, and thus determine what should be 

done. Coupling this with the power given the Federal Reserve Board 

to supervise the business of each Federal reserve bank, taking also 

into consideration the recommendations contemplated by the Advisory 

Council to the Federal Reserve Board in regard to discount rates, 

such power would be futile if such Federal Reserve Board could not, 

if agreeing to such recommendations, direct them to be carried out. 

I think it is quite clear that the Federal Reserve Board is the ultimate 

authority in regard to rediscount rates to be charged by the several 

Federal reserve banks and may prescribe such rates. 

This is in all cases necessarily a review of rates existing at 

the time in the bank, and therefore strictly calls for the exercise 

of this power; the determination reached by the Board carries with it 

the exercise of the power of determination specified in sec. 14, 

subdiv. (d); and also exercises the power of supervision granted in 

sec. 11, subdiv. (J). 

The scheme of the entire act is to have Federal reserve banks in 

different parts of the country so that their operations may be 

accommodated to the business needs of each section, and to vest final 
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power in the Federal Reserve Board, so as to insure a conduct of 

business by each bank which will not be detrimental to the carrying 

out of the entire plan. The powers of the Federal Reserve Board 

are therefore to be exercised in regard to each reserve bank as 

the conditions surrounding said bank may dictate, Keeping in view 

the general purpose and plan of the Federal Reserve Act. Bearing 

in mind such general purpose, I am of the opinion that the Federal 

Reserve Board has the right under the powers conferred by the 

Federal Reserve Act, to determine what rates of discount should be 

charged from time to time by a Federal reserve bank, and under their 

powers of review and supervision, to require such rates to be put 

into effect by such bank. 

Very respectfully, 

(Signed) Alex. C. King 

Acting Attorney General. 

Hon. Carter Glass 
The Secretary of the Treasury, 
Washington, D. C. 
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WASHINGTON. 
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Dear Mr. Secretary, 

IN response to your request for my opinion concerning the 

powers of the Federal Reserve Board to regulate discount rates of the 

several reserve banks, I reply as follows: 

By Section 14 of the Act of Congress, designated by the short 

t i t l e "Federal Reserve Act" {Act of Dec. 23, 1913, Sec. 38 Stat. 251 ). 

i t i s provided that "every Federal reserve bank shall have power" • 

(d) to establish from time to time, subject to 
review and determination of the Federal Re-
serve Board, rates of discount to be charged 
by the Federal reserve bank for each class 
of paper which shall be fixed with a view 
of accommodating commerce and business. 

By section 4 of said act each Federal reserve bank is under 

the supervision and control of i t s own board of directors, subject, however, 
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The Federal Reserve Board shall be authorized 
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The question for determination is whether, taking into considera-

tion the language of section 14 (d), giving the power to the Federal re-

serve banks to establish from time to time rates of discount, "subject to 

review and determination of the Federal Reserve Board, and the further 

power of the Federal Reserve Board to exercise general supervision over 

said Federal reserve banks, the power of the Federal Reserve Board is lim¬ 

ited to reviewing and approving or disapporving [disapproving] rates of discount made by 

such banks, or whether said Board may, in the exercise of its powers, from 

time to time review the rates of discount in use and direct specific chan¬ 

ges and alterations thereof. 

The legislative history of the act shows that as originally drawn, 

section 14, subsection (d}, conferred the power upon the Federal reserve 

banks to make discount rates "subject to review" by the Federal Reserve 

Board, and that said section was amended in committee by adding the words 

"and determination" after the word "review", so as to make said section 

read as now enacted. 

It is quite evident that if the Federal Reserve Board is confined 

to the power to review and approve or disapprove rates of discount made 

by the Federal reserve banks, and is without power to i tself direct specific 

changes, the words "and determination" are wholly without significance. 

The very significance of the word "determination" used in such a connection, 

carries with it the right to pass upon and to decide and fix, and thus de¬ 

termine what should be done. COUPLING this with the power given the Federal 
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Reserve Board to supervise the business of each Federal Reserve Bank, 

taking also into consideration the recommendations contemplated by the 

Advisory Council to the Federal Reserve Board to regard to discount rates, 

such power would be futile if such Federal Reserve Board could not, i f 

agreeing to such recommendations direct them to be carried out. I think 

i t i s quite clear that the Federal Reserve Board i s the ultimate authority 

in regard to rediscount rates to be charged by the several Federal re-

serve banks and may prescribe such rates. 

This is in a l l cases necessarily a review of rates existing 

a t the time in the banks, and therefore strictly ca l l s for the exercise 

of th is power: the determination reached by the Board carries with it 

the exercise of the power of determination specified to section 14, sub-

division (d): and also exercises the power of supervision- granted in sec¬ 

tion 11, subdivision (j). 

the scheme of the entire act i s to have Federal reserve 

banks in different parts of the country so that their operations may be 

accommodated to. the business needs of each section and to vest final power 

in the Federal Reserve Board, so as to insure a conduct of business by 

each bank which wil l not be detrimental to the carrying out of the entire 

plan. The powers of the Federal Reserve Board are therefore to be exer¬ 

cised in regard to each reserve bank as the conditions surrounding said 

bank may dictate, keeping in view the general purpose and plan of the 

Federal Reserve Act. Bearing in mind such general purpose, I am of the 
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opinion that the Federal Reserve Board has the right under the powers 

conferred by the Federal Reserve Act, to determine what rates of dis¬ 

count should be charged from time to time by a Federal reserve bank, and 

under their powers of review and supervision, to require such rates to 

be put into effect by such bank. 

Very respectfully, 

ALEX C. KING.-

HON. CARTER GLASS, 
The Secretary of the Treasury, 
Washington, D.C. 
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