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Minutes of actions taken by the Board of Governors of the

Federal Reserve System on Thursday, October 24, 1957. The Board met

in the Board Room at 10:00 a.m.

PRESENT: Mr. Balderston, Vice Chairman
Mr. Szymczak
Mr. Mills
Mr. Robertson
Mr. Shepardson

Mr. Carpenter, Secretary
Mr. Sherman, Assistant Secretary
Mr. Kenyon, Assistant Secretary
Mr. Solomon, Assistant General Counsel
Mr. O'Connell, Assistant General Counsel
Mr. Benner, Assistant Director, Division of

Examinations

Certifleation to the Board in the matter of The Continental

'-'111111/r rl-...z4d Trust Company. Under date of October 22, 1957, the Hearing

Ecezliner in the matter of The Continental Bank and Trust Company,

Salt Lake City, Utah, filed wIth the Board pursuant to Rule III(f)

" the Board's Rules of Practice for Formal Hearings a certification

r the question of holding conferences, with the consent of the

tie for settlement or simplification of the issues. The Hearing

liner recommended that the Board consent to the holding of such

e°r1ferences, which would be called and presided over by him, and that

it des
ignate one or more persons to participate on its behalf. In

the 
certification, the Examiner also referred to motions made by the

R -

-Pondent on October 9, 1957, to dismiss the proceeding, upon which

he had reserved ruling. Copies of the certification had

been
distributed to the members of the Board prior to this meeting.
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Before discussing the certification, Mr. Solomon stated that

the Board's Special Counsel, Mr. Bolling R. Powell, Jr., had indicated

to members of the staff informally his intention to file with the Board,

Probably sometime today, a request that the Board in effect reconsider

ite ruling of September 19, 1957, and permit inspection by Counsel

for Respondent on a confidential basis of edited copies of certain unpublished

reports of condition and earnings and dividend reports for 19 far-western

banks comparable in deposit size to The Continental Bank and Trust

C°18PanY in order that Respondent might use this material for the prepara-

tion of cross examination and rebuttal. Following the Board's adverse

the Hearing Examiner on September 30, 1957, had sustained a

1111"tan by Counsel for Respondent to strike from the record the 19-bank

ectParative studies and all testimony based thereon, and it was

4nderstood that Special Counsel to the Board considered it advisable

t° Zake the unpublished information available on the basis indicated

80 that the pertinent exhibits of the Board's witnesses and their

testtmony with relation thereto might be restored to the record.

There followed a series of questions by members of the Board

snd replies by Messrs. Solomon and O'Connell concerning the effect

r taking action such as it was understood Mr. Powell would recommend.

I:4 addition, there was a discussion at the instance of Governor Mills

tcY'r the purpose of clarifying the role of the Hearing Examiner in a

heltring ordered by the Board, particularly with respect to making

Ar
Posed determinations of law as contrasted with findings of fact.
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As to to the certification filed by the Hearing Examiner in the

Continental matter, Mr. Solomon brought out the fact that the Board's

Rules of Practice for Formal Hearings, which follow the Administrative

Procedure Act, place in the Hearing Examiner authority to hold con-

ferences for the settlement or simplification of issues. It would seem,

therefore, that the Hearing Examiner needed no further authority in

this regard and that he would not have had to certify this question to

thC Board. In this connection, the impression had been obtained by

the Board's staff from telephone conversations with Special Counsel

that the latter felt no lack of authority to enter into any such

conferences which might be called by the Examiner, it being understood,

(4 course, that Special Counsel could make no binding settlement on

behalf of the Board. One possibility, therefore, would be to turn the

raatter back to the Hearing Examiner with a statement to the effect

that the authority to hold conferences for the settlement or simplifica-

tion of issues had existed with him since the start of the proceeding

end that Special Counsel to the Board had always had the authority to

eliter into such conferences and even to conduct negotiations with a

Iriev to settlement, having in mind that any tentative agreement would

have to

"1"lier

come to the Board for approval.

In this connection, the Secretary recalled that when, at an

stage of the proceeding, Counsel for Respondent mentioned to

the President of the Federal Reserve Bank of San Francisco the
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Possibility of some settlement of the case, the Board in its letter

dJwted December 20, 1956, advised President Mangels to inform Counsel

for Respondent that any such matter should be taken up with the Board's

Special Counsel. Also, at the Board's request the substance of this

l'ePlY was transmitted by the staff to Mr. Powell.

In further discussion, Governor Balderston referred to the

broad Principle involved in the Continental case, namely, the right

°t the Board to require a member bank to correct an undercapitalized

ccIldition on penalty of forfeiture of membership. He asked whether

that Principle could conceivably be dnmAged through the holding of

conferences relating to settlement or simplification of the issues.

Mr, Solomon replied that this would not be true in the case

°I' conferences for the clarification and simplification of issues.

As to settlement, he did not think that the legal principle would be

dalaged, although resort to the conference procedure might mean that

4 final judicial determination would not be obtained. He went on to

tefer to the welfare of the Respondent in a case of this kind and to

the Possibility of a charge that it would be unfair to insist on

c41‘rldring such a matter through to judicial determination if it were

11°asible to obtain a settlement that would be acceptable to the Boardo

Governor Mills commented that in a matter of interest to the

hole 
Federal Reserve System, a settlement could possibly create the

1141)liession within the financial community that the Board had enough

fl°11bt about its position as to make it necessary to reach a settlement.
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In response, Mr. Solomon expressed the view that this might

depend largely on the nature of the settlement.

It was then agreed unanimously to defer further consideration

Qf the certification of the Hearing Examiner until after the Board had

had an opportunity to meet with its Special Counsel regarding the

recommendation which it was understood he intended to submit on making

available certain unpublished information to Counsel for Respondent.

The staff was requested to arrange such a meeting on Monday, October 28.

The meeting then adjourned.

Secretary's Note: Pursuant to recommenda-
tions contained in memoranda from appropriate
individuals concerned, Governor Shepardson
today approved on 'behalf of the Board the
following items affecting the Board's staff:

1)°1ntine t

Dorothy S. Projector as Economist in the Division of Research and
Qtatistics„ with basic annual salary at the rate of $7,570, effective
the date she assumes her duties.

Increase attia,

f„,.. Robert F. Emery, Economist, Division of International Finance,
-“)111 $5,575 to $60390 per annum, effective November 3, 1957.
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