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May 12, 1954.

Chairman Martin Term of Chairman of Board

Mr. Solomon of Governors.

You have inquired as to the meaning of the provision in
section 10 of the Federal Reserve Act which states that:

"Of the persons thus appointed (as members of the Board),
one shall be designated by the President as chairman and one
as vice chairman of the Board, to serve as such for a term of
four years."

Two questions arise in connection with the provision. The
first is whether the four-year term begins all over again with each
designation of a Chairman, or whether there is such a thing as filling
the remaining portion of a term. The second question is whether or not
the President can revoke the designation after it has been made.

How Term Runs. - On the first question there is an administra-
tive practice that the designation is for a full four years from the
time of the designation. The first time the question arose was when
Chairman McCabe was designated. His designation was dated April 15,
1948, two months and 15 days after the four-year designation of his
predecessor had ended, and it designated Chairman McCabe "to serve as
such for a term of four years, unless and until his services as a member
of said Board shall have sooner terminated." The same language was used
when you were designated as Chairman on April 2, 1951. The question is
not free from doubt, but the administrative practice would certainly be
persuasive, and the chances are that it probably would be followed in
the unlikely event a court should have occasion to pass on the question.

Whether President Can Revoke Designation. - Although some argu-
ments can be offered to the contrary, it is my opinion that the President
should be considered to be without authority to revoke the designation of
a Chairman of the Board. The specific provision for a four-year term sug-
gests on its face an intention to provide a definite and irrevocable term
for the Chairman, and both the nature of the office and the history of
the changes which were made in this provision in 1935 reinforce the plain
meaning of the words.

The law before 1935 simply said the Chairman was to be desig-
nated by the President, with no reference whatever to any term of office.
The version of the bill which passed the House in 1935 would have had
the Chairman "serve as such until the further order of the President".
The Senate changed this to the provision which is now in the law, and
which provides for a four-year term. The change from no provision at
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all in the previous law, and from the contrary provision in the House
version of the bill, emphasizes the intention to provide a fixed term
for the Chairman. It is only reasonable to assume that Congress did
not intend a meaningless, futile act when it added the provision for a
fixed term.

It is significant that at the same time that it made this
change, Congress terminated the membership of the Secretary of the
Treasury and the Comptroller of the Currency on the Board, and also
provided that members of the Board may be removed from office only
"for cause". These steps, like the prescribing of a four-year term
for the Chairman, were clearly part of a pattern of increasing the
independence of the Board.

Some cases have held that the President may remove an of-
ficial he has appointed even though the appointment was under a
statute which provided for a term of years. However, the provisions
in those cases did not have the clear legislative history that is
present here and, in addition, they involved officers who had purely
executive functions, as for example a district attorney. The courts
have distinguished the tenure of such purely executive officers from
that of officials, such as the Chairman of the Board, who have im-
portant quasi-legislative or quasi-judicial duties. Accordingly, I
do not believe those cases apply to the present situation, and they
do not alter my opinion that the President is without authority to
revoke the designation of the Chairman of the Board.

cc: Mr. Cherry

FS:lim

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




