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Certiorari should be denied since there is no circuit conflict and a 2026 Second Circuit ruling likewise found discretion
over master-account access.

The Federal Reserve Board and the Federal Reserve Bank of Kansas City (FRBKC) are asking the U.S. Supreme
Court to deny Custodia Bank, Inc.’s petition for certiorari, arguing that 12 U.S.C. 8342 gives Reserve Banks
discretion, rather than an obligation, to grant master accounts.

Procedural path. Custodia is a Wyoming-chartered nonmember bank that serves digital-asset companies and
applied to the Kansas City Reserve Bank for a master account. According to the Fed’s brief, the Reserve Bank
president denied the application after finding Custodia’s business model posed unacceptable risks inconsistent with
safe and sound banking practices. Custodia sued while the application was pending, initially seeking a decision, and
later amended its complaint to seek an order compelling approval. A Wyoming federal district court granted summary
judgment to the Fed and FRBKC, dismissing the Administrative Procedure Act claim against the Fed for lack of final
agency action, and rejected Custodia’s absolute-entitlement theory (see Banking and Finance Law Daily, April 1,
2024). A divided Tenth Circuit panel affirmed, holding that Section 342 grants discretion that 12 U.S.C. §248a does
not override (see Banking and Finance Law Daily, Nov. 3, 2025). Subsequently, the Tenth Circuit denies an en banc
rehearing. Custodia then filed its petition for certiorari in July 2026 (see Banking and Finance Law Daily, July 16,

2026).

Respondents’ arguments. In their respondent briefs, both the Fed and FRBKC relied on Section 342’s statement
that a Reserve Bank “may receive” deposits. They say Farmers & Merchants Bank v. Federal Reserve Bank, 262
U.S. 649, 662 (1923), read that phrase as “words of authorization merely,” not an obligation. They also argue that
the Monetary Control Act preserved the discretionary wording while adding nonmember depository institutions to
those eligible to seek access.

They also rejected Custodia’s reliance on Section 248a(c)(2), characterizing it as a pricing and nondiscrimination
provision governing the Fed’s fee schedule rather than a command to open master accounts. The Fed noted that
Section 248a(b)’s list of fee-schedule services does not include deposit-taking. The respondents also stressed that
Congress made services available to nonmember institutions as a class but did not say they must be available to “all
nonmember depository institutions.”

Furthermore, the Fed and FRBKC also pointed to a 2022 amendment to the Federal Reserve Act, which requires the
Fed to disclose whether master-account requests were approved, rejected, pending, or withdrawn. Because the
reporting requirement covers institution types legally eligible to seek accounts, the Fed and FRBKC say Congress
recognized that an eligible applicant’s request still may be rejected.

The Fed also acknowledged that no circuit split has developed. It cites Banco San Juan Internacional, Inc. v. Federal
Reserve Bank , as agreeing that Reserve Banks possess discretion that Section 248a(c)(2) does not abridge. Both
Fed and FRBKC also called the case a poor vehicle for review because Custodia pressed an absolute-entitlement
theory below without challenging the reasons for the denial or alleging abuse of discretion. They say the Tenth Circuit

© 2026 CCH Incorporated and its affiliates and licensors. 1 Oct 29, 2026 from VitalLaw®
All rights reserved.


https://prod.resource.cch.com/resource/scion/document/default/blw011066504108f145eea78131b7a3eeab65?cfu=Legal&cpid=WKUS-Legal-Cheetah&uAppCtx=cheetah
https://prod.resource.cch.com/resource/scion/document/default/blw011066504108f145eea78131b7a3eeab65?cfu=Legal&cpid=WKUS-Legal-Cheetah&uAppCtx=cheetah
https://prod.resource.cch.com/resource/scion/document/default/blw011066504108f145eea78131b7a3eeab65?cfu=Legal&cpid=WKUS-Legal-Cheetah&uAppCtx=cheetah
https://prod.resource.cch.com/resource/scion/document/default/blw011066504108f145eea78131b7a3eeab65?cfu=Legal&cpid=WKUS-Legal-Cheetah&uAppCtx=cheetah
https://prod.resource.cch.com/resource/scion/document/default/blw011066504108f145eea78131b7a3eeab65?cfu=Legal&cpid=WKUS-Legal-Cheetah&uAppCtx=cheetah
https://prod.resource.cch.com/resource/scion/document/default/blw011066504108f145eea78131b7a3eeab65?cfu=Legal&cpid=WKUS-Legal-Cheetah&uAppCtx=cheetah
https://prod.resource.cch.com/resource/scion/document/default/blw011066504108f145eea78131b7a3eeab65?cfu=Legal&cpid=WKUS-Legal-Cheetah&uAppCtx=cheetah
https://prod.resource.cch.com/resource/scion/document/default/blw011066504108f145eea78131b7a3eeab65?cfu=Legal&cpid=WKUS-Legal-Cheetah&uAppCtx=cheetah
https://www.vitallaw.com/authors
https://business.cch.com/BFLD/BFLD-StoryCustodiaBankFRB(DWyo)Order-DenyMasterAcct_04012024.pdf
https://business.cch.com/BFLD/BFLD-StoryCustodiaBankFRB(DWyo)Order-DenyMasterAcct_04012024.pdf
https://business.cch.com/bfld/BFLD-VitalLaw-StoryLink-Appeals-Court-Affirms-Denial-Master-Account-Custodia-Bank-Master-Account-11032025071626.pdf
https://business.cch.com/bfld/BFLD-VitalLaw-StoryLink-Custodia-Seeks-SCOTUS-Review-Fed-Denial-Master-Account-Application-07162026102226.pdf
https://business.cch.com/bfld/BFLD-VitalLaw-StoryLink-Custodia-Seeks-SCOTUS-Review-Fed-Denial-Master-Account-Application-07162026102226.pdf
https://business.cch.com/bfld/Fed-Respondent-Brief-10132026102226.pdf
https://business.cch.com/bfld/FRBKC-Respondent-Brief-10132026102226.pdf
https://business.cch.com/BFLD/bancosanjuan051526.pdf
https://business.cch.com/BFLD/bancosanjuan051526.pdf

Banking and Finance Law Daily Wrap Up, BANKING OPERATIONS—Fed, a
FRBKC ask Supreme Court to deny ... ‘:’ Wolters Kluwer

therefore had no occasion to define discretion’s outer limits or resolve the reviewability of individual denials.

Finally, the FRBKC pointed to the Fed’s proposed special-purpose Payment Accounts, which would support certain
clearing and settlement activity without a full master account (see Banking and Finance Law Daily, May 21, 2026);
and noted that that resulting changes could moot or materially reshape Custodia’s dispute.

Attorneys: Kannon K. Shanmugam (Davis Polk & Wardwell LLP) for Custodia Bank, Inc. Jeffrey S. Bucholtz (King &
Spalding LLP) for Federal Reserve Bank of Kansas City. D. John Sauer (Solicitor General, Department of Justice) for
the Federal Reserve Board of Governors.
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