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INTERPRETATION OF BANKING- ACT OF 1933 

(Copies to be sent to all Federal reserve banks) 

January 6, 1934. 

Mr. Isaac B. Newton, 
Federal Reserve Agent, 
Federal Reserve Bank of San Francisco, 
San Francisco, California. 

Dear Mr. Newton: 

This refers to the letter of the Executive Committee of 

your bank, dated December 26, 1933, forwarding to the Board, to-

gether with exhibits, the application of trustees for stockholders 

of the National Bank in , , 

for permission to vote stock of the National Bank in 

The recitals prefacing the agreement entered into on April 

16, 1928, between the applicant trustees and stockholders of the 

above named banking association state that: 

"* * * the parties hereto desire to prevent the control 
of said association falling into the hands of any 
competitor or any party!that may manage said association 
for his or its own benefit to the detriment of the interests 
of such stockholders of said corporation, and to that end 
desire to grant mutual options to each other for the pur-
chase of their interests in shares of the stock thereof as 
the same shall exist under the terms of this agreement, and 
to have the stock now belonging to them respectively voted 
as a unit". 

In order to effectuate the purposes of the agreement as so 

set forth, it is provided that the agreeing stockholders shall grant 

mutual options to each other for the purchase of their interests in 

shares of the stock held by than in any case in which a stockholder 
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may receive a bona fide offer from one or more other stockholders to 

purchase shares of stock owned "by him. It farther appears that the 

stock held by the agreeing stockholders is to be transferred to 

the trustees upon the books of the association; and that such trustees 

are empowered to vote the stock so held by them, either as directed 

by those who hold the interest in a majority of such shares of stock, 

or, failing such direction, as the trustees in their discretion may 

deem best for the interests of the association. It also appears 

that the trustees are required to issue to each of the agreeing stock-

holders certificates showing the number of shares of the association 

held in trust for him subject to the terms of the agreement and that 

the trustees are authorized to collect all dividends which may be 

declared upon the stock held by them and to distribute such dividends 

to the agreeing stockholders in proportion to their respective 

interests. Finally, it is provided that the agreement shall be in 

force and effect frcm the time that it shall have been signed by stock-

holders owning not less than 800 shares in the association until the 

expiration of seven years from the date of such agreement. 

It does not appear that the trustees under this agreement 

have any powers other than those outlined above. They do not deal with 

the stock held by them except as specifically authorized by the agree-

ment in order that they may effectuate the desire of the stockholders 

to grant mutual options to each other for the purchase of their shares 

of stock. 
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In these circumstances, it is the view of the Board that 

the trust here created does not perform any of the characteristic 

functions of a ""business trust" and that such trust is not a "corpora-

tion, "business trust, association, or other similar organization", 

within the meaning of Section 2(c) of the Banking Act of 1933, defining 

a "holding company affiliate". Accordingly, it is not now necessary 

for , and , as trustees 

as aforesaid for stockholders of National Bank in , 

, , to obtain a voting permit from the Board 

under the provisions of Section 5144 of the Revised Statutes as 

amended, in order that the stock held in trust "by them may "be validly 

voted and the Board is accordingly not giving consideration to the ap-

plication filed "by them. 

Very truly yours, 

(Signed) Chester Morrill 

Chester Morrill, 
Secretary, 
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