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707.026

ORGANIZATION OF INSTITUTIONS

707.005 Institutions required to incor-
porate. It 1s unlawful for any person to engage
1n or transact a banking or trust business within
this state except by means of a corporation duly
organized for the purpose [1973 ¢ 797 §50]

707.010 Necessity of organmizing under
Bank Act to advertise or operate as institu-
tion. A person who has not received a certificate
to do a banking or trust business from the direc-
tor, except a national bank, shall not

{1} Advertise that 1t 1s receiving or accepting
money and 1ssuing notes or certificates of deposit
therefor

(2) Use a sign at 1ts place of business contain-
ing words indrcating that the place 1s a place of
business

(a) Of an institution,

{(b) Where deposits are received or payments
made on check, or

{c) Where any other form of banking business
15 transacted

(3) Make use of or circulate any letterheads,
blank notes, blank receipts, certificates, cireulars
or any written or printed paper containing words
indrcating that the business 18 the business of an
nstitution

(4) Transact business under any name which
leads the public to beheve that 1ts business is that
of an 1nstitution

(5) Solicat or recewve deposits or transact
business in the manner of an 1nstitution or 1n
such a manner as to lead the public to believe that
1ts business 18 that of an institution [Amended by
1973 ¢ 797 §51]

707.020 Violation of ORS 707.010;
investigation; injunetion, (1) The director
may examine the accounts, books and papers of
every person the director has reasonable cause to
believe 1s violating any provision of ORS 707 010

(2) When the director believes, from evidence
satisfactory to the director, that any person is
violating the provisions of ORS 707 010, the
director may cause a complaint to be filed 1n the
circuit court of the county 1n which the person
conducts business to enjoin and restrain the per-
son from continuing the violation The court
shall have junisdiction of the proceeding and may
make and enter an order or judgment awarding
such preliminary or final injunctive relief as 1n 1ts
Judgment 1s proper [Amended by 1973 ¢ 797 §52]

707.025 Organization for purpose of
merger; procedure; conditions, (1) An
institution may be orgamized under this section
solely for the purpose of merging with one or
more existing state banks or national banks pur-
suant to ORS chapter 711, and not with authonty
to engage 1n or transact banking or trust business

(2) The institution may be orgamzed under
this section by one or more persons or a corpora-
tion

(3} Notwithstanding ORS 707 050, 707 070,
707 080 to 707 120, 707 140 to 707 150, 707 170,
707 200 and 707 210 (1) and such other sections
as may specifically be inconsistent with this sec-
tion, an institution deseribed in subsection (1) of
this section shall be organized as follows.

(a) The incorporator shall file articles of
incorporation executed i duplcate, signed by
the prospective incorporator or incorporators and
verified and filed 1n the office of the director
together with the organization fee required under
ORS 707 130 plus an additional organizational
fee of $2,500

{b) Such articles of incorporation shall spec-
iy

(A) The name and address of each incorpo-
rator

(B) The mnformation required under ORS
707 110 (2)(a), (b), (c) and (h)

(C) The term of 1ts existence, which may be
perpetual

(D) The purpose of the corporation which
shall be hmted to the purposes set forth in
subsection (1) of this section However, 1if the
corporation 1s to be the resulting bank in such
merger, the articles may also contain all purposes
allowed an institution under the Bank Act, pro-
vided the implementation of such purposes are
conditioned upon consummation of such merger

(E) The name and address of each director of
the board of directors, which shall be composed of
not less than three directors

{4) If the director finds the articles conform
to subsection (3) of this section, the director shall
file the articles and 1ssue a certificate of incorpo-
ration 1n accordance with ORS 707 120

{5) Upon 1ssuance of the certificate of incor-
poration, the corporate existence of the institu-
tion shall begin and the institution may 1ssue
stock

(6)(a) After the 1ssuance of the certificate of
mncorporation, the new institution shall file a
certified copy of 1ts bylaws with the director
within 90 days If the director finds such bylaws
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to be consistent with the requirements of the
Bank Act, the director shall 1ssue a provisional
charter to such bank

{b) The provisional charter shall expire one
year after its date of 1ssuance However, the
director may extend such expiration period If a
merger 18 not consummated before the provi-
sional charter expires, the interim bank shall
cease to exist and 1ts articles of incorporation and
charter shall be void For purposes of ORS chap-
ter 711, a provisional charter 1ssued under this
section shall be deemed a charter, where appro-
priate

(7} An institution 1n the process of orgamza-
tion solely for the purposes set forth 1n subsection
(1) of this section at the time this section
becomes law may choose to comply with this
section rather than the other secttons m this
chapter, if a charter has not been 1ssued If such
election 15 made, any fees paid under ORS
707 070 and 707 130 shall be applied agamnst the
orgamzation fees required under this section

(8) An nstitution orgamzed solely for the
purposes set forth 1n subsection (1) of this section
for which a charter has been 1ssued may, with the
director’s approval, reduce its capital stock and
guaranty and surplus funds below those required
under ORS 707 050 and 707 200 prior to consum-
mation of a proposed merger and, in applying
ORS 707 350 to such institution, the require-
ments of ORS 707 050 shall be disregarded [1979
c 88 §8]

707.029 Organization to facilitate
acquisition by out-of-state institution; pro-
cedure; provisional charter. (1) To facilitate
the taking of action under ORS 715 065 (1)(b}, an
mstitution may be orgamized under this section
solely for the purpose of merging with or acquir-
ng the stock or assets and assuming the habihities
of

(a) A bank mn danger of failing, or a bank
holding company of such a bank,

(b) A bank that has been or 18 bemng hiqu-
dated by the Director of the Department of Insur-
ance and Finance pursuant to ORS 711 400 to
711 615, or a bank holding company of such a
bank, or

(c) A bank that 1s orgamized under the laws of
this state, or a national bank or bank holding
company that has its principal place of business
in this state

(2) Except as otherwise provided 1n this sec-
tion, an nstitution orgamzed under this section
may not engage in or transact banking or trust
business

(3) The nstitution may be organized under
this section by one or more persons or a corpora-
tion

{4) Notwithstanding ORS 707 0530, 707 070,
707 080 to 707 120, 707 140 to 707 150, 707 170,
707 200 and 707 210 (1) and such other sections
as may specifically be inconsistent with this sec-
tion, an nstitution described 1n subsection (1) of
this section shall be orgamized as follows

(a) The incorporators shali file articles of
incorporation executed m duplicate, signed by
the prospective mcorporator or incorporators and
verified and filed in the office of the Director of
the Department of Insurance and Finance
together with the orgamization fee required under
ORS 707 130 plus an additional orgamzation fee
of $2,500

(b) The articles of incorporation shall spec-
ify

(A) The name and address of each incorpo-
rator

(B) The information required under ORS
707 110 (2){(a), (b), {c) and (h)

(C) The term of 1ts existence, which may be
perpetual

(D) The purpose of the institution, which
shall be hmted to the purposes set forth n
subsection (1) of this section However, if the
corporation 18 to be the resulting or continuing
bank 1n a merger or other acqusition, the articles
may also contain all purposes allowed an nstitu-
tion under the Bank Act, provided the implemen-
tation of such purposes are conditioned upon
consummation of the merger or acquisition

(E)} The name and address of each director of
the board of directors The board of directors
shall be composed of not less than three directors

(5) If the director finds the articles conform
to subsection (4) of this section, the director shall
file the articles and 1ssue a certificate of incorpo-
ration 1n accordance with ORS 707 120

(6) Upon 1ssuance of the certificate of incor-
poration, the corporate existence of the nstitu-
tion shall begin and the institution may 1ssue
stock

(T)(a) After the 1ssuance of the certificate of
incorporation, the new institution shall file a
certified copy of its bylaws with the director
within 90 days If the director finds the bylaws to
be consistent with the requirements of the Bank
Act, the director shall 1ssue a provisional charter
to the institution

{b) The provisional charter shall expire one
vear after 1ts date of 1ssuance However, the
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director may extend the expiration period If the
acqusition or merger for which the mstitution
was orgamized 18 not consummated before the
provisional charter expires, the interim bank
shail cease to exist and 1ts articles of incorpora-
tion and charter shall be void If the acquisition
or merger 1s consummated, when the institution
pays the organization and annual license fees
required under ORS 707 130 and files with the
director the documents required under ORS
707 140, the director shall 1ssue to the mstitution
a charter to do a banking business pursuant to
ORS 707 140, unless the director finds that there
exists one of the conditions enumerated in ORS
707 145 For purposes of ORS chapter 711, a
provisional charter 1ssued under this section shall
be deemed a charter where appropriate (1985 ¢ 12
§3, 1987 ¢ 216 §1, 1987 ¢ 371 §2, 1987 ¢ 373 §51a)
707 030 [Repealed by 1973 ¢ 797 §428]
707 040 [Repealed by 1973 ¢ 797 §428)

707.050 Paid-up capital stock require-
ment. Every mstitution organized after January
1, 1974, shall have a paid-up capital stock not less
than $1,500,000 The Director of the Department
of Insurance and Finance may require less paid-
up capital stock for a particular institution if the
director determines that the lesser amount 1s
sufficient for safe and sound operation of the
mstitution The capital stock must be paid up
either in cash or by exchange of real property and
immprovements thereon. The real property and
mmprovements must be approved by the director
as meeting all apphcable requirements of law and
all other conditions and standards that the direc-
tor adopts by rule, including but not hirmited to a
proper appraisal by a qualified appraiser {Amended
by 1863 ¢ 195 §3, 1973 ¢ 797 §53 1985 ¢ 786 §24]

707 060 [Repealed by 1973 ¢ 797 §428|

707.070 Application for authority to
organize; fee; contents. Any number of per-
sons, not less than five, eitizens of the United
States and residents of this state, desiring to
orgamze an institution shall, as prospective
incorporators, first file an application with the
director for a permit to orgamze an 1nstitution or
to circulate & stock subscription hist for the orga-
mzation of an mstitution The apphcants shall
pay to the director at the time of their application
a fee of $2,500, no part of which shall be refunded
The application shall be 1n duphcate on forms
provided by the director and certified hy one of
the applicants The application shall mclude
information with regard to’

(1} The proposed location

(2} The amount of the capital stock and the
class or classes of capital stock proposed to be
18sued

(3) The corporate name

(4) The names of the persons who in the
aggregate propose to subscribe for, to own or to
control more than 25 percent of the capital stock
and the amount of stock for which each proposes
to subscribe

(5) The names of the proposed active manag-
ers and directors

(6) Ewvidence of the character, financial
responsibility and ability of the incorporators,
directors and manager

(7} Evidence of the need and advisability of
granting the authority

(8) Any other information which the director
may require [Amended by 1971 c 68 §3, 1973 ¢ 797 §54,
1977 ¢ 135 §13, 1979 ¢ 88 §9]

707.075 Corporate name. (1) The corpo-
rate name of an institution

(a) Shall not contain any word or phrase that
indicates or implies that it 18 orgamized for any
purpose other than one or more of the purposes
contained 1n 1ts articles of incorporation

(b) Shall not be the same as, or deceptively
similar to, any other corporate, hmited part-
nership, reserved or registered name currently on
file with the Secretary of State or Director of the
Department of Insurance and Finance, an
assumed business name registered as provided n
ORS 648010 or a trade-mark, trade name or
service mark registered as provided in ORS chap-
ter 647

{2) Nothing contained in this section shall
preclude an institution from transacting business
under an assumed business name [1985 c 762 §36)

707.080 Investigation and ruling on
application; conditional approval; appeal.
(1) When the apphcation mentioned in ORS
707 070 has been filed, the Director of the
Department of Insurance and Finance shall
determine whether

(a) The proposed institution 1s being formed
for legitimate objects as contemplated by the
Bank Act,

(b) The character, financial responsibility
and general fitness of the persons named in the
application are such as to command the confi-
dence of the community 1n which the proposed
institution 1s to be located and to warrant the
belief that the business of the proposed corpora-
tion will be honestly and efficiently conducted,

(c) The proposed directors and officers are
competent to manage successfully an mstitution,

(d) The suggested capitalization 1s adequate
for the proposed institution’s anticipated devel-
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opment and growth within a reasonable period of
time,

(e) There 1s reasonable assurance of sufficient
volume of business,

(f} The organization of the proposed 1nstitu-
tion 1s justified, and

(g) The public convenience and advantage
will be promoted by the opening of the proposed
mnstitution

(2) If the Director of the Department of
Insurance and Finance 1s satisfied that the apph-
cant meets the standards prescribed 1n subsection
(1} of this section the director shall note the
approval and the date on each copy of the
application If the director 1s not satisfied or
believes that the public interest will be
endangered the director shall note the disap-
proval of the director and the date on each copy of
the application

(3) One of the duplicate onginal apphcations
shall be filed 1n the office of the director and the
other returned by mail to the applcants

(4) The director shall act to approve or disap-
prove an application within 60 days from the
filing of the application, unless a majonty of the
applicants and the director agree to extend the
time an additional 30 days

(5) The director may grant conditional
approval of any apphication and require the apph-
cants to make addittonal showing or changes in
the proposed mnstitution as the director considers
advisable

(6) The applicants may appeal the decision of
the director to any court of appropnate jurisdic-
tion [Amended by 1973 ¢ 797 §55 1975 c 544 §8a]

707.090 Refusal of charter after
approval of application. If, after approving
the apphcation for authority to organize, 1t
appears to the Director of the Department of
Insurance and Finance that the articles of incor-
poration, the organization or manner of conduct-
ing business do not comply with the terms of the
application, the requirements of approval or the
requirements of law, the director may refuse to
approve the articles of incorporation or to grant a
charter [Amended by 1973 ¢ 797 §56]

707.100 Time of filing articles of incor-
poration and paying fees. Within 30 days
after authonty to orgamze has been finally
granted, the prospective mcorporators shall file
articles of incorporation and pay to the director
the organization and filing fees required in ORS
707 130 If articles of incorporation are not filed
within the specified time, the authority to
orgamze 15 void [Amended by 1977 ¢ 797 §57]

707.110 Execution and filing of arti-
cles of incorporation; contents. (1) Any
number of persons, not less than five, citizens of
the United States and residents of this state, may
associate themselves by articles of incorporation
to establish an institution The articles of incor-
poration shall be executed in duplicate, signed by
the prospective incorporators, venfied and filed
in the office of the Director of the Department of
Insurance and Finance

{2) The articles of incorporation shall specify

{a) The name by which the mstitution 15 to
be known

(b) The place where its business 1s to be
transacted, designated by legal description or
street and number 1n the city or town

(¢) The amount of 1ts capital stock and the
par value of each share

(d) The names, occupations and places of
residence of the prospective incorporators and
the number of shares subscribed for by each

(e) The term of 1ts existence, which may be
perpetual

{f) The purpose for which the corporation 1s
formed

{(g) The proposed board of directors of the
mstitution, composed of not less than three of the
prospective Incorporators

(h) Whether the stockholders are given pre-
emptive rights

{3) The articles of 1ncorporation shall also
contain the nformation required under ORS
60 131

{4} The articles of incorporation also may
contain any lawful provisions regulating the busi-
ness or conduct of affairs of the institution,
defining, limiting and regulating the powers of
the directors or ehmmating or hmiting the per-
sonal hability of directors to the extent permitted
under ORS 60 047 (2)(c) [Amended by 1973 ¢ 797 §58,
1987 ¢ 197 §1a]

707.120 Issuance of certificate of
incorporation when filings conform to law.
(1) If the director finds that the articles of
incorporation conform to law, the director shall
within 60 days after receiving the articles of
incorporation and when all fees have been paid

(a) Indorse on each of the duphcate originals
the word “Filed,” and the month, day and year of
the filing

(b) File one of the duplicate ongnals 1n the
office of the director
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(c) Issue a certificate of incorporation to
which the director shall affix the other duplhcate
original

(2) The certaficate of incorporation, with one
of the duplicate originals affixed thereto shall be
returned to the incorporators or their represen-
tative

(3} Upon 1ssuance of the certaficate of incor-
poration the corporate existence of an 1nstitution
begins [Amended by 1973 ¢ 797 §569]

707.130 Organization and annual
license fees. (1) An organization fee shall be
paid by the incorporators 1 an amount equal to
that payable under ORS 57 761 (1985 Replace-
ment Part)

(2) An institution shall pay an annual hcense
fee as paid under ORS 57 767 (1985 Replacement
Part).

- {3) The orgamization fee and the annual
license fee shall be paid to the director [Amended by
1973 ¢ 797 §60, 1987 ¢ 197 §1b]

" 707.140 Filing organization papers;
issuance of charter. (1) The Director of the
Department of Insurance and Finance shall
examine the condition of an institution when the
mnstitution files with the director

(a) A copy of its articles of incorporation, as
required by ORS 707 110

(b) A hst of stockholders, showing name,
address, number of shares and amount paid,
sworn to by the president or cashier

(e) The sworn statement of an officer of the
nstitution that all requirements of law have been
comphed with

{d) A hist of the directors and officers elected

(e} The oaths of office of the directors and
officers of the institution

(f} A copy of 1ts bylaws certified to by 1ts
president or cash:er

{2) If, upon examination, the director deter-
mines that the mstitution has comphed with the
requirements of ORS 707 070 to 707 130 and that
the amount of 1ts authorized capital has been paxd
in, the director shall 1ssue to the nstitution a
charter to do a banking or trust business [Amended
by 1973 ¢ 797 §61, 1987 ¢ 216 §2]

707.145 Refusal of authority to
organize. The director may disapprove an
application for a permit to orgamze or refuse to
approve the articles of incorporation or to grant a
charter under ORS 707 080, 707 090 or 707 140,
upon a finding that any person named 1n the
application submitted under ORS 707 080 or 1n
the documents submitted under ORS 707 140

(1) Is insolvent, either in the sense that the
person’s hahilittes exceed the person’s assets or
that the person cannot meet the person’s obiiga-
tions as they mature, or 18 1n such financial
condition that the person cannot continue n
busmess with safety to the person’s customers,

(2) Has engaged in dishonest, fraudulent or
1llegal practices or conduct 1n any business or
profession,

(3) Has wilfully or repeatedly violated or
falled to comply with any provisions of the
Oregon Bank Act or any rule or order of the
director,

(4) Has been convicted of a crime, an essen-
t1al element of which 1s fraud,

(6) Is not quahfied to conduct a banking
business on the basis of such factors as traming,
experience and knowledge of the business,

(6} Is permanently or temporanly enjoined
by a court of competent junisdiction from engag-
ng 1 or continuing any conduct or practice
mvolving any aspect of the banking business,

(7) Is the subject of an order of the director
subjecting the person to a fine or a civil penalty,
or removing the person from an office 1n any
entity regulated by the director, or

(8) Is the subject of an order entered within
the past five years, subjecting the person to a fine
or other civil penalty, or removing the person
from an office 1n a banking institution, a national
bank, a state or federal savings association, a
state or federal credit union or a consumer
finance company 1ssued by the banking super-
visor of another state or by the Comptrolier of the
Currency, the Board of Governors of the Federal
Reserve System or by any other agency of the
Federal Government or another state with reg-
ulatory authonty over such banking institutions,
savings associations, credit unions or consumer
finance compames [1977 ¢ 135 §18, 1985 ¢ 762 §§37, 37a,
1985 ¢ 786 §25, 1987 ¢ 373 §52]

707.150 Review of refusal of authority
to organize; appeal. Notwithstanding the
provisions of ORS 183 310 to 183 550, the direc-
tor may, without prior hearing or opportunity
therefor, refuse to grant authority to orgamze an
mstitution In case authority to orgamize 1s
refused by the director, the applicants may within
30 days after the refusal appeal the decision to
any court of appropniate jurisdiction [Amended by
1971 ¢ 734 §172, 1973 ¢ 797 §62, 1975 ¢ 544 §8b)]

707.165 Authority to require addi-
tional investigatory information; fin-
gerprinting. (1) In the course of investigating
any person named 1n the appheation under ORS
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707 070 or n the documents filed under ORS
707 140, the Director of the Department of Insur-
ance and Finance may require the person to
provide additional information for the director’s
further inquiry For the purpose of such further
inquiry, the director may require any of the
following persons to submat to fingerprinting

{(a) Any person required to be named n the
application under ORS 707 070

(b) Any person named 1n the documents filed
under ORS 707 140 as a prospective mncorporator
or as a director, president or chief executive
officer of the institution

(2) Fingerprints acquired under subsection
(1) of this section may be submitted to appropri-
ate law enforcement agencies, including the
Federal Bureau of Investigation, for the purpose
of discovering any unlawful activities of the per-
son [1985 c 786 §23)

707.160 Transaction of business prior
to orgamzation; failure to complete organi-
zation. (1) Aninstitution shall not transact any
business, except as 1s incidental or necessary to
its orgamization, until 1t has received 1ts charter
from the director

(2) An 1nstitution which fails to pay n 1ts
capital and complete 1ts organization and receive
from the director a charter, within one year after
the date of approval of its articles of mcorpora-
tion, ceases to exist and the articles of incorpora-
tion are voird [Amended by 1969 ¢ 44 §1, 1973 ¢ 797 §63]

707.170 Effective date of charter; com-
mencement of business; effect of failure to
commence business. (1) A charter shall specify
the date on which 1t becomes effective, which
shall not be more than 30 days after the date of
1ssuance of the charter, unless an extension of
time 15 granted by the director

{2) An mmstitution shall commence business
on the effective date specified 1n 1ts charter If an
mstitution fails to commence business on the
effective date specified in the charter or according
to any extension of time granted by the director 1t
ceases to exist and 1ts articles of incorporation
and charter are void [Amended by 1973 ¢ 797 §64)

707.180 Location of principal place of
business; change upon approval. (1) The
principal place of business of an mstitution shall
be specified 1n 1ts articles of incorporation The
principal place of business may be changed upon
apphication of the institution to the director The
director shall determine whether the change in
location 1s advisable or justified and whether the
public convenience and advantage will be pro-
moted and shall approve or disapprove the

change of location An appeal from the decision of
the director may be taken to any court of appro-
prate jurisdiction

(2) Except as provided 1n subsection (3} of
this section, the change of location approved by
the director shall not take effect until articles of
amendment are approved and filed

(3) If the principal place of business specified
in the articles of incorporation 1s damaged to the
extent that the institution cannot conduct 1its
normal business, the director may approve an
immediate change of place of business [Amended by
1973 ¢ 797 §65 1975 ¢ 544 §8c}

707 180 |Repealed by 1973 ¢ 797 §428]

707.200 Payments by subscribers of
capital stock for guaranty and surplus
funds. (1) The subscribers to the capital stock of
an institution shall pay 1n, at the time of the
payment of stock subscriptions, an amount equal
to not less than 50 percent of the respective stock
subscriptions 1n addition to the par value thereof
The payment must be in cash or by exchange of
real property and improvements thereon The
real property and improvements are subject to
approval by the director as provided in ORS
707 050

(2) One-half of the amount paid under sub-
section (1) of this section shall constitute a guar-
anty or expense fund to be used 1n hiquidation of
the cost of orgamzation and for the general
expenses of the mnstitution When the gross oper-
ating revenues are sufficient to pay the operating
expenses any remaining balance in the guaranty
or expense fund shall be transferred to undivided
profits

{(3) One-half of the amount paid under sub-
section (1) of this section shall be placed in a
surplus account [Amended by 1973 ¢ 797 §66, 1983 c 296
§2, 1985 ¢ 786 §26, 1987 ¢ 216 §3)

707.210 Stock issuance after obtaining
charter and making guaranty and surplus
fund payments; form of stock certificate.

(1) An stitutton shall not 1ssue any share of
stock until 1ts charter has been 1ssued and ORS
707 200 has been complied with

(2) Each certaficate representing shares of the
stock of an mstitution shall comply with the
requirements of ORS 57 121 (1985 Replacement
Part} except that a certificate need not contain a
statement of the par value of the shares repre-
sented thereby 1if the certificate contains a state-
ment 1dentifying the records of the institution in
which the par value 1s recorded and stating the
location of the records {Amended by 1859 ¢ 108§1, 1965
c 189 §1 1973 ¢ 797 §67. 1987 ¢ 197 §2]
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707.215 Cancellation of redeemed
stock, Notwithstanding ORS 57 395 (1) (1973
Replacement Part), stock of an institution
redeemed by the institution, except stock
acquired as the result of the reorganization or
merger of the mstitution, 15 canceled and cannot
be reissued (1973 ¢ 797 §68, 1987 ¢ 197 §4]

707.220 Stock record; contents; inspec-
tion. An mstitution shall keep a stock ledger or
register which shall at all times during the usual
hours for the transaction of business be subject to
the mspection of any stockholder of the mstitu-
tion The ledger or register shall show

{1) The name and residence of and the
number of shares held by each stockholder, and

(2) All transfers of stock, stating the time
when made, the number of shares transferred and
to whom transferred [Amended by 1973 ¢ 797 §69)

707.230 Transfer of stock. The shares
of stock of an imstitution shall be transferred on
the books of the institution 1n such manner as the
bylaws may provide and as required in ORS
707 220 A transfer of stock 1s not vahid while an
mstitution 15 under notice from the Director of
the Department of Insurance and Finance to
make good any impairment of 1ts capital stock,
until the impairment has been made good
[Amended by 1973 ¢ 797 §70]

707.240 Employe stock option plans.

(1) Upon approval of the Director of the Depart-
ment of Insurance and Finance and siockholders
holding two-thirds of the stock of an nstitution,
an nstitution may adopt and perform employe
stock option or employe stock purchase plans
Apphcations for approval by the director shall
include

(a) A description of all material provisions of
the plan,

(b) A proposed notice of stockholders meet-
ing, proxy and proxy statement,

{¢) The number of shares authorized but
unissued to be allocated to the plan,

{d) The proposed amendments to articles of
incorporation creating authorized but umssued
stock with respect to which no prescriptive rights
shall attach,

(e) A provision 1n the plan that an employe
who apphes for or 1s granted a stock option shall
not participate in the administration of the plan,

(f) Data demonstrating that the number of
shares allocable to any person under the plan 1s
reasonable 1n relation to the purpose of the plan
and the needs of the institution, and

(g) In the case of a stock option plan, data
demonstrating that the number of shares subject
to the plan 1s not unreasonable n relation to the
capital structure and anticipated growth of the
mstitution

(2) An institution may, by amendment of 1ts
articles of incorporaticn, authorize an increase 1n
its common stock 1n the category of authorized
but unissued stock and 1t may 1ssue the stock
from time to time to employes i the performance
of an approved stock option or stock purchase
plan

(3) The increase in capital resulting from
performance of stock option or stock purchase
plans shall not affect loan himts or other
restrictions based on capital or capital and sur-
plus until the institution certifies under oath to
the director that the stock has been 1ssued and
the amount paid for 1t 1s not less than par value at
the time the employe became eligible under the
plan or less than 90 percent of book value at the
time when the employe became eligible under the
plan, whichever 1s the greater [1969 ¢ 635 §1, 1973
c 797 §71)

GENERAL POWERS

707.310 Powers of institutions; insur-
ance transactions. {1) Except as otherwise
provided in the Bank Act or the articles of incor-
poraticn of an institution, an nstitution shall
have

(a) The general powers granted to corpora-
tions by ORS 57 030 (1), (2), (3), (8) and (10) to
(18) (1985 Replacement Part),

{b) The powers granted to institutions by the
Bank Act,

(¢) The power to be licensed under ORS
744 005 to 744 215 as an agent to transact one or
more of the classes of insurance described 1n ORS
744 115 (1){(a) to (L) and (n), and

(d) All powers necessary or convenient to
effect any or all of the purposes for which the
corporation 18 orgamzed or to perform any or all
of the acts expressly or impliedly authonized or
required under the Bank Act

(2) With respect to any exercise of the power
granted under paragraph (c) of subsection (1) of
this section, other than the licensing of the
institution under ORS 744 115 {1)(e), (D), (g), (),
(k) or (n}

(a) The conduct by the institution of mnsur-
ance agency activities shall be subject to the
approval of the Director of the Department of
Insurance and Finance The director shall base
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consideration for approval on the condition of the
mstitution, the adequacy of a formal business
plan for the insurance activities and the existence
of satisfactory management for the insurance
activity

(b) The director may revoke or restrict the
ongoing authonty of the institution to engage in
the msurance agency activity 1if the conditton of
the 1mstitution substantially deteriorates or if the
msurance activities are adversely affecting the
mstitution

{c) If the insurance agency activity 18 con-
ducted 1n a branch or office 1n which the mstitu-
tion carries on 1ts banking business, the
insurance agency activity shall be physically sep-
arated from those parts of the premises 1n which
the institution carries on the banking business

(d) All persons who act on behalf of the
stitution to transact insurance, as that term 18
defined 1n ORS 731 146, other than the types of
msurance described 1n ORS 744 115 (1)(e), (D),
(g), (), (k) or (n), shall be engaged only 1n the
msurance agency activity and shall not i any
manner perform any other work for the mnstitu-
tion.

(e) Prior to selling any policy of insurance,
the mstitution shall disclose mm wrniting to the
purchaser that the purchaser shall not be required
to purchase the imnsurance from the institution as
a condition of obtaining any service from or
engaging 1n any transaction with the institution.

(f) The institution shall file a wnitten report
with the director no later than March 31 each
year disclosing the insurance activities of the
mstitution. The required contents of the report
shall be established by the director by rule The
reports filed with the director under this para-
graph shall be available for public inspection 1n
the office of the director.

(3) An mstitution: licensed to transact insur-
ance shall not in any manner use customer mfor-
mation obtained from another insurance agent to
promote, develop or solicit insurance business for
the institution unless the other insurance agent
consents to such use of the customer information.
[Amended by 1973 ¢ 797 §72, 1973 ¢ 823 §140, 1974 85 ¢ 36
§23, 1987 ¢ 197 §4, 1987 ¢ 916 §1]

707.320 Membership in Federal
Reserve System; member bank, officers,
directors and shareholders subject to duties
and liabilities imposed by laws of this state.

{1) As used 1n this section

(a) “Federal ‘Reserve Board” means the
Federal Reserve Board created and described 1n
the Federal Reserve Act.

(b) “Federal Reserve Bank”™ means the
Federal Reserve Banks created and orgamzed
under authority of the Federal Reserve Act

(¢) “Member bank” means any bank which
becomes a member of one of the Federal Reserve
Banks

(2) Any bank may subscribe to the capital
stock and become a member of a Federal Reserve
Bank

(3) Any bank which becomes a member of a
Federal Reserve Bank, shall have all powers not
1n conflict with the laws of this state which are
conferred upon member banks of the Federal
Reserve Banks by the terms of the Federal
Reserve Act as 1f such powers were specifically
enumerated and described in the Bank Act All
the powers shall be exercised subject to the
restrictions and limitations imposed by the
Federal Reserve Act or by regulations of the
Federal Reserve Board made pursuant thereto.
The nght, however, is expressly reserved to
revoke or to amend the powers conferred by this
section

(4) A compliance on the part of any member
bank with the reserve requirements of the Federal
Reserve Act 18 a full compliance with the laws of
this state which require banks to maintain cash
balances in their vaults or with other banks, and a
member bank shall not be required to carry or
maintain reserve other than such as 18 required
under the terms of the Federal Reserve Act

{5) A member bank 1s subject to the supervi-
s10n and examination required by the laws of this
state The Federal Reserve Board may also make
examinations., The authorities of this state hav-
1ng supervision over a bank may disclose to the
Federal Reserve Board, or to examiners
appointed by 1it, all information 1n reference to
the affawrs of any bank which has become, or
desires to become, a member of a Federal Reserve
Bank.

{6} A member bank and 1ts directors, prin-
cipal officers and stockholders are subject to all
liahilities and duties 1mposed upon them by the
laws of this state [Amended by 1973 ¢ 797 §73]

707.330 Obtaining benefit of federal
banking laws. An wnstitution may perform
any act necessary to obtain the benefits of or to
comply with any provision of the Act of Congress
approved June 16, 1933, (48 Stat 162) entitled
the Banking Act of 1933, and any amendments
thereto or any Act substituted therefor, and any
rules and regulations promulgated pursuant
thereto, 1n so far as the Act or any Act substituted
therefor pertains to mnstitutions [Amended by 1973
797 §74
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707.340 Obtaining benefit of federal
laws for relief of institutions. With the
approval of the Director of the Department of
Insurance and Finance and subject to any hmita-
tions which the director may prescribe, an
institution may take advantage of any law
enacted by the Congress of the United States for
the relief or benefit of institutions to the full
extent provided by the law, and for this purpose
may do any thing required 1n order to take full
advantage of the benefits of the law [Amended by
1973 ¢ 797 §75)

707 345 {1967 ¢ 500 §2, repealted by 1973 ¢ 707 §428]

707.350 Increase or decrease of capital
stock; authorization procedure; conversion
of surplus fund into paid-in capital. (1) Sub-
Jject to the approval of the Director of the Depart-
ment of Insurance and Finance, an institution
may 1ncrease or reduce 1ts capital stock, but not
below the minimum provided by ORS 707 050, by
filing articles of amendment The increase or
reduction 1n the capital stock shall become effec-
tive upon 1ssuance by the section of the certificate
of amendment

(2) An institution shall not 1ssue any certafi-
cate of stock under any increase of capital until
full payment for the stock has been received
Except as provided by ORS 707 355, the amount
of any ncreased capital stock shall be paid in the
same manner as required in the organization of
an nstitution However, the whole or any part of
the surplus fund of an institution, 1f held as the
exclusive property of the stockholders, may, with
the approval of the director, but not otherwise, be
converted into paid-in capital If all or any part of
the surplus fund 1s converted into paid-in capital,
surplus shall be restored in the manner provided
for under ORS 707 400, until the whole amount of
the surplus fund shall be not less than 50 percent
of the aggregate paid-up capital stock

(3) Notwithstanding subsections (1) and (2)
of this section, an institution shall have the
power to create and 1ssue the number of shares of
capital stock stated 1n 1ts articles of incorporation
or the amendments thereto [Amended by 1969 ¢ 635
§2, 1973 ¢ 797 §76, 1977 ¢ 135 §16, 1983 ¢ 37 §4]

70'7.356 Exchange of capital stock for
assets and liabilities of another corpora-
tion; approval of exchange; increase of cap-
ital stock. (1) An institution may adopt and
perform a plan to exchange capital stock of the
nstitution for substantially all of the assets and
laabihities of another corporation of

(a) The assets and habilities are of a kind that
the 1institution 1s authorized to own, and
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(b) The plan has the approval of the Director
of the Department of Insurance and Finance and
of the stockholders having two-thirds of the stock
of the institution entitled to vote

(2) An application for approval of a plan by
the director shall include

(a) A description of all material provisions of
the plan,

(b} A proposed notice of stockholders meet-
ng, proxy and proxy statement,

(¢) The number of shares authorized but
unissued to be allocated to the plan,

(d) The proposed amendments to articles of
incorporation creating authorized but unissued
stock with respect to which no prescriptive nghts
shall attach,

{e)} A provision in the plan that an officer of
the institution who has a confhct of interest shall
not participate in the admimstration of the plan,
and

(f) A statement of evidence showing the plan
18 fair to the banking institution, the other corpo-
ration and thewr stockholders, i1s not contrary to
the public interest, and would promote the public
convenience and advantage

(3) An institution may, by amendment of 1ts
articles of incorporation, authorize an increase of
its capital stock in the category of authorized but
unissued stock 1n the performance of a plan that
1s approved as required by subsection (1) of this
section

(4) An increase 1n capital as authorized by
this section shall not affect loan limits or other
restrictions based on capital or capital and sur-
plus unt:l the institution certafies under oath to
the director that the exchange of the stock for the
assets and habihities, as authorized by the plan,
has been completed [1977 ¢ 135 §15]

707 380 [Amended by 1969 ¢ 635 §3 repeated by 1973
¢ 797 §428]

707.370 Reduction of capital stock:
surrender of certificates. If the capital stock
of an mstitution 1s reduced, as provided in ORS
707 350, every stockholder, owner or holder of
any stock certificate shall surrender the certifi-
cate for cancellation and shall receive a new
certificate for that portion of the stock remaining
in force after the reduction has been made Any
stock certificate which 15 not surrendered for
cancellation and reissue, 15 voad as to the amount
represented by the decrease Dividends shall not
be paid to any stockholder until the old certificate
has been surrendered and canceled [Amended by
1973 ¢ 797 §78}
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707.380 Limitation on dividends. The
board of directors of an institution may, at any
regular meeting, declare a dividend, but the
amount of the dividend shall not be greater than
1ts net undivided profits then on hand, deducting
therefrom

(1) All losses

(2) All bad debts, unless the same are well
secured

{a) On which interest for a period of one year
1s past due and unpaid, and

{b) Upon which final judgment has been
obtamned but for more than one year judgment
has been unsatisfied and interest has not been
paid

(3) All assets or depreciation charged off as
required by the Director of the Department of
Insurance and Finance or an examiner

(4) All accrued expenses, interest and taxes of
the institution [Amended by 1973 ¢ 797 §79]

707 390 (Repealed by 1973 ¢ 797 §428]

707.400 Conditions precedent to divi-
dend declaration and payment. (1) Before
any dividend 1s declared or the net profits for the
period covered by the dividend are 1 any way
disposed of, not less than one-fifth of the net
profits shall be carried to a surplus fund until the
surplus fund amounts to 50 percent of the paid-in
capital of the institution

(2) The Durector of the Department of Insur-
ance and Finance may require any mstitution to
suspend the payment of any dividends until the
mstitution complies with all the provisions of the
Bank Act [Amended by 1963 ¢ 580 §82 1973 ¢ 797 §80]

707.410 Record of dividends declared.

At meetings of the board of directors where
dividends are declared, a complete record of the
proceedings and business transacted by the board
of directors shall be entered in the minutes 1n the
manner required by the Dhirector of the Depart-
ment of Insurance and Fmance The minutes
shall show that a detailed financial statement as
of the last day of the month previous to the
month during which the meeting 13-held was the
basis of the decision of the board [Amended by 1963
¢ 195 §4, 1973 ¢ 797 §81])

707.420 Losses charged to surplus; res-
toration of surplus before dividend pay-
ment. Any loss sustamed by any mstitution 1n
excess of 1ts undivided profits shall be charged to
its surplus fund Its surplus fund shall be reim-
bursed from the earnings If the surplus fund at
the time of the reduction does not exceed 50
percent of the paid-up capital, dividends shall not

be declared or paid 1n excess of one-half of its net
earnings until the surplus fund 1s restored to at
least the amount from which the surplus was
ongmally reduced [Amended by 1973 c 797 §82]

707.430 Closing banks on holidays,
Saturdays, regular banking days; emer-
gency closings. (1) As used 1n this section

{a) “Bank” includes any state bank, national
bank, Federal Reserve Bank, trust company and
safe deposit company, doing busimness in this
state

(b} “Emergency” means any condition or
occurrence which may interfere with the conduct
of normal business operations at one or more of
the offices of a bank, or which poses an 1mminent
or existing threat to the safety or securnity of
persons or property

(2) The following days are holhdays for pur-
poses of this section

(a) Each Sunday
{b) New Year’s Day on January 1

{¢) Presidents Day on the third Monday n
February

(d) Memonal Day on the last Monday 1n
May

{(e) Independence Day on July 4

(f} Labor Day on the first Monday 1in Sep-
tember

(g) Veterans Day on November 11

(h) Thanksgiving Day on the fourth Thurs-
day in November

(1) Chnistmas Day on December 25

(3) When a hohday listed 1n subsection {(2) of
this section falls on Saturday, the preceding Fr1-
day shall be a holiday When a hohday hsted 1n
subsection (2) of this section, other than a Sun-
day, falls on a Sunday, the succeeding Monday
shall be a holiday

(4) Any bank may remain closed on Satur-
days with respect to all or any of 1ts banking and
other functions

(5) A branch of a bank may remain closed for
any part but not all of a banking day 1f the times
at which the branch is open are posted on the
premises of the branch

{6) A bank shall not be open for the general
conduct of banking business on any holiday
However, nothing in this section shall be con-
strued to prohibit a bank from engaging on a
hohday 1n activities that do not collectively con-
stitute being open for the general conduct of
banking business For purposes of this subsec-
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tion, a bank 1s open for the general conduct of
banking business 1f its office or offices are open to
the pubhc for carrving on substantially all busi-
ness functions of the bank

(7) When the Director of the Department of
Insurance and Finance determmes that an emer-
gency exists, the director may authornize the clos-
ing of the principal office or branch of any bank
which may be affected by the emergency The
office or branch so closed may remain closed until
the director determines that the emergency has
ended and for such further time thereafter as may
reasonably be required to prepare the office or
branch to reopen

(8) When the officers of a bank determine
that an emergency exists which affects the prin-
cipal office or a branch of the bank, they may
close the office or branch without the approval of
the director for a period not to exceed 48 hours,
excluding holhidays, during the continuation of
the emergency A bank closing an office or branch
under this subsection shall give prompt notice of
its action to the director, or 1n the case of a
national bank, to the Comptroller of the Cur-
rency

(9) The principal officers of a bank may close
the principal office or any branch of the bank on
any day designated, by proclamation of the Presi-
dent of the United States or the Governor of this
state, as a day of mourning, rejoicing, or other
special observance

(10) When any obligation paysable at, by or
through a bank falls due on a day on which the
bank remains closed under this section, 1t shall be
due and payable on the next business day on
which the bank 1s required to open Any act
authorized, required or permitted to be performed
at, by or with respect to any hank on a day on
which the bank remains so closed may be per-
formed on the next business day on which the
bank 1s required to open, and no hamhty or loss of
rights of any kind shall result from the closing
[Amended by 1961 ¢ 57 §1, 1973 ¢ 797 §83, 1975 ¢ 544 §9, 1985
c 627 §1]

STOCKHOLDERS, DIRECTORS AND
OFFICERS

707.610 Annual and special stock-
holder meetings; notice of orders. (1) A
stockholders’ meeting for the election of a board
of directors and transaction of other business
shall be held in this state wathin 120 days after
the close of the fiscal vear of the institution If an
mstitution was 1ssued one or more orders by the
director under ORS 706 580 within the fiscal year
mmmediately preceding the date of the stock-

holders” meeting, the institution shatl include in
every notice required for the stockholders’ meet-
ing under ORS 57 150 (1973 Replacement Part)

{a) A copy of ORS 706 580, and

(b) A statement that the mnstitution recewved
such an order or orders

(2) A special meeting of stockholders may be
called at any time by the chief executive officer, a
majonity of the board of directors, any other
person or group authorized by the articles of
incorporation or bylaws of the bank to call such
meetings, or not fewer than three stockholders
holding 1n the aggregate not less than one-third of
the outstanding capital stock of the bank The
articles of incorporation or bylaws of the bank
may reserve to an officer or the board of directors
the authonty to designate the tune and place of
such a meeting However, the meetings shall be
held 1n the State of Oregon Unless the director
consents to a later meeting date, the meetings
shall be held not later than 45 days after the calil
for the meeting 15 18sued [Amended by 1957 c 59 §1,
1967 ¢ 170 §1, 1973 ¢ 797 §84, 1983 ¢ 296 §3, 1985 ¢ 786 §27,
1987 ¢ 177 §1)

707.620 Special stockholder meeting.
If the Darector of the Department of Insurance
and Finance considers 1t expedient the director
may call a meeting of the stockholders of any
nstitution by giving 15 days’ notice of the meet-
ng to the stockholders in the manner presenbed
1n the bylaws of the mstitution for giving notice
to stockholders All necessary expense incurredn
the serving of the notice shall be paid by the
mstitution [Amended by 1973 ¢ 797 §85]

707.625 Exemption from personal lia-
bility for good faith acts or omissions in
comphance with rule or order. A person may
not be held personaily hable for an act done or
omitted by the person 1n good faith and 1n com-
phance with a rule or order of the Director of the
Department of Insurance and Finance under this
chapter regardless of whether the rule or order 13
later amended, rescinded or determined to be
invalid by judicial or other authority [1987 ¢ 445 §4]

707 630 [Repealed by 1973 ¢ 797 §428)

707.640 Directors; citizenship and res-
idence requirements (1) No fewer than one-
half of the directors of an institution, at the time
of their election and during their continuance in
office, shall

(a) Be citizens of the United States, and

(b) Be residents of this state or reside within
100 miles of the principal place of business of the
institution
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(2) At least one director shall be a resident of
the State of Oregon [Amended by 1973 c 797 86, 1985
¢ 786 §28)

707 650 [Amended by 1973 ¢ 797 §87, 1975 ¢ 544 §9a,
1977 ¢ 175 §17, 1983 ¢ 37 §5, repealed by 1983 ¢ 296 §12]

707.660 Oath of directors; oath of resi-
dent agents of foreign or extranational
institutions, (1) Each director and officer of an
stitution and each resident officer, manager or
agent of any foreign or extranational mnstitution,
when 1mitially appointed or elected, shall take an
oath that the director, officer, manager or agent
will, as far as the duty devolves on the director,
officer, manager or agent, dihgently and honestly
admnister the affairs of the institution or foreign
or extranational institution, and that the direc-
tor, officer, manager or agent will not knowingly
violate or pernmt to be violated any of the provi-
sions of law applicable to the institution or the
foreign or extranational 1nstitution

(2) The oath shall be subscribed by the direc-
tor, officer, manager or agent taking 1t, certified
by the officer before whom 1t 18 taken and imme-
diately transmitted to the Director of the Depart-
ment of Insurance and Finance [Amended by 1973
c 797 §88. 1975 ¢ 725 §7)

707.670 Regular meetings of directors;
quorum; meetings by telephone. (1) The
board of directors of an mstitution shall hold a
regular meeting at least once every month

(2) A quorum at any meeting of the board of
directors shall consist of a majority of the mem-
bers of the whole board Less than a quorum may
adjourn until the next meeting

{3) Unless otherwise restricted by the articles
of incorporation or bylaws, members of the board
of directors of an stitution or any committee
designated by the board may hold a meeting of
the board or commttee by means of conference
telephone or similar communications equipment
that allows all persons participating 1in the meet-
ing to hear each other Participation in a meeting
under this subsection shall constitute presence mn
person at the meeting {Amended by 1963 ¢ 166 §1, 1973
¢ 797 §89, 1883 ¢ 296 §4]

707 675 Report of loans and invest-
ments. The board of directors shall designate an
officer of the institution to prepare and submat to
the board at every monthly meeting or to an
executive committee of not less than three mem-
bers of the board of directors a report, 1n such
detail as the board may direct, of the loans and
1nvestments made during the preceding month or
since the last report, and the aggregate of the
loans to all officers, directors and employes The

board of directors shall exarmne and pass upon
the report and make 1t a part of the record of the
meeting by recording the report mn full in the
minutes The record shall show theiwr appraoval or
disapproval of the report and be signed by each
director present at the meeting [1973 ¢ 797 §80]

707.680 Special meetings of directors;
farllure to attend. (1) The Director of the
Department of Insurance and Finance may call a
meeting of the board of directors of any nstitu-
tion by mailing a notice of the meeting to each
director The notice shall state the purpose of the
meeting and designate the time and place where
the meeting shall be held

{2) A director who fails to appear at the
meeting without proper cause 1s subject to a
penalty of $100 for each day the director fails to
appear pursuant to the notice The penalty shall
be collected m the manner prescribed hy ORS
706 570 {Amended by 1973 ¢ 797 §91]

707.690 Filling director vacaney. Sub-
ject to ORS 707.705, any vacancy 1n the board of
directors may be filled by the board for the
unexpired term at the first regular meeting after
the vacancy occurs [Amended by 1985 ¢ 786 §29]

707.700 Selection and control of
officers by directors; effect of removal of
chief executive. (1) After a charter has been
1ssued to an nstitution, the beard of directors
shall elect a chief executive officer who shall also
be a director, a president who also may be the
chief executive officer, and at least one vice
president and may appoint a cashier, a treasurer
and all necessary officers and employes

(2) The board of directors may define the
duties, fix the compensation, dismiss, fill vacan-
cies and require bonds for the faithful perform-
ance of the duties of the employes and officers of
the institution

{3) In the event the board dismisses the chief
executive officer, the chief executive officer shall
no longer serve as a director [Amended by 1973 ¢ 797
§92, 1983 ¢ 37 §6, 1985 ¢ 786 §32)

707.705 Investigation of new director,
president and chief executive officer; fin-
gerprinting; disapproval of election or
appointment. (1) After a charter has been
1ssued to a banking mstitution, before a person
first takes office as director, president or chief
executive officer, the name of the person shall be
submitted to the Director of the Department of
Insurance and Finance, with any information
about the person that the director may require

(2) The director shall investigate each person
whose name 1s submitted under this section to
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determine the character, honesty, financial
responsibility and competence of the person In
the course of investigating any person under this
section, the director may require the person to
provide additional information for the director’s
further inquiry For the purpose of such further
inquiry, the director may require the person to
submut to fingerprinting Fingerprints acquired
under this subsection may be submtted to appro-
priate law enforcement agencies, including the
Federal Bureau of Investigation, for the purpose
of discovering any unlawful activities of the per-
son

(3) The director may disapprove the election
or appomtment of the person for any reason
stated in ORS 707 145 The director shall 1ssue
the disapproval mm wniting to the board of direc-
tors that submatted the person’s name A copy of
the disapproval shall be served personally or by
certified mail upon the disapproved person The
disapproval may be 1ssued without a prior admin-
wstrative hearing

(4) A person whom the director disapproves
under this section may appeal the disapproval as
a contested case pursuant to ORS 183 415 to
183 500 [1985 ¢ 786 §31]

707.710 Removal of officer, director,
resident manager, agent. (1) For any reason
specified 1n subsection (2) of this section, the
Director of the Department of Insurance and
Finance by order

(a) May direct the board of directors of a
banking institution to remove a director or officer
of the banking institution

(b) May direct the board of directors of a
foreign or extranational institution to remove a
resident officer, manager or agent of the foreign
or extranational institution

(2) The Durector of the Department of Insur-
ance and Finance may 1ssue an order of removal
under subsection (1) of this sectton

(a) For any reason stated in ORS 707 145, or

(b) If the person who 1s the subject of the
order has refused otherwise to comply with any
written requirements or instructions of the direc-
tor

(3) An order of removal under this section
shall be 1 writing and may be 1ssued without a
prior admimistrative hearing A copy of the order
shall be served personally or by certified mail
upon the person to be removed

{4} Upon receipt of an order of removal the
board of directors shall suspend the person from
office

(8) The person suspended from office may
appeal the order of the Director of the Depart-
ment of Insurance and Finance as a contested
case under ORS 183 415 to 183 500

(6) Upon expiration of the period in whach to
file an appeal under ORS 183 415 to 183 500 or
when the order of the Director of the Department
of Insurance and Finance 15 affirmed on appeal,
the board of directors by resclution shall remove
the person from office and declare the office
vacant

(7} Any officer or director of a banking
mstitution or any resident officer, manager or
agent of a foreign or extranational mstitution
who 18 suspended or removed under this section
shall not act 1n any official capacity, conduct any
of the business of the institution or have access to
the books, records or assets of the institution as
an officer, director, stockholder, resident officer,
manager or agent, without receiving permission
from the Director of the Department of Insurance
and Finance (Amended bv 1974 ¢ 797 §93, 1983 ¢ 296 §3,
1985 ¢ 762 §48, 18a, 1985 ¢ 786 §34]

707.720 Violation of law or omission of
duty by officer or director. An officer or
director of an institution shall not, as an officer or
director, wilfully do any act which 1s expressly
forbidden by the Bank Act or omit to perform any
duty 1mposed upon the officer or director by the
Bank Act [Amended by 1973 ¢ 797 §94]

707.730 Official communications from
Department of Insurance and Finance; sub-
mission to directors. Every official commu-
nication directed by the Director of the
Department of Insurance and Finance or any
examiner to an nstitution or {o any officer of an
institution, relating to an investigation or exam-
mation conducted by the Department of Insur-
ance and Finance or containing suggestions or
recommendations as to the conduct of the busi-
ness of the mstitution, shall be submitted by the
officer receiving 1t to the board of directors at the
next meeting of the board and noted in the
minutes of the meeting of the board in the man-
ner prescribed by the Director of the Department
of Insurance and Finance {Amended by 1973 ¢ 797 §95,
1985 ¢ 762 §39]

707.735 Officers and directors to
notify law enforcement officers of Bank
Act violations; investigations; costs. (1) If
an officer or director of an institution has reason
to believe that a person has violated any provi-
s1on of the Bank Act for which eriminal prosecu-
tion 1s provided, the officer or director shall give
the mformation relative to the violation to the
appropniate federal, state or local law enforce-
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ment officer having jurisdiction of the violation,
and to the Director of the Department of Insur-
ance and Finance

(2) If the matter 15 referred to a distnct
attorney or to the Attorney General, such officer
promptly shall investigate the violation and
institute such action agamst the person as the
information and investigation requires or justi-
fies The cost of the investigation and action shall
be paid by the county or state in the manner mn
which other criminal actions are paid [1979 ¢ 88 §7)

707.740 Examining committee;
reports. {1) The board of directors of an institu-
tion shall annually appoint an examining com-
mittee of not fewer than three stockholders of the
institutton who are not active officers of the
institution or not fewer than three other persons
who are approved by the Director of the Depart-
ment of Insurance and Finance The examining
committee shall examine and study the report of
each examination made by bank supervising
authorities and report to the board of directors
within 680 days after receipt of the report relative
to critictsms and suggestions contained n the
report and comment on any matter relative to the
affairs of the institution that in its judgment
should be known to the directors The report shall
be recorded 1n the minute book of the institution,
and a certified copy transmitted to the director
within five days

(2) The Director of the Department of Insur-
ance and Finance may accept the report of per-
sons appointed with the approval of the director
mn heu of the report to be made by the examining
cormnmittee under subsection (1) of this section
{Amended by 1973 ¢ 797 §96 1981 ¢ 192 §5, 1985 ¢ 786 §34]

OPERATIONAL AUDITS AND REVIEW
OF FINANCIAL STATEMENTS

707.749 Operational audit. (1) The
board of directors of a banking nstitution, 1n
conformance with standards adopted by the
Director of the Department of Insurance and
Finance, shall cause to be conducted an opera-
tional audit of the banking institution An opera-
tional audit

(a) Shall be conducted by an independent
auditor, unless the Director of the Department of
Insurance and Finance provides otherwise under
ORS 707760 An auditor for purposes of this
paragraph must be a person who 1s authorized by
the State Board of Accountancy to engage 1n the
practice of public accounting

{b) May be either a continuing audit or an
audht conducted at intervals not more than 18
months apart

(2) Each operational audit or report on a
continuing audit shall be submitted to the board
of dhrectors and made a part of the minutes of the
regular meeting next following submission of the
audit or report A copy of each audit or report
shall be submuitted to the Director of the Depart-
ment of Insurance and Finance along with the
following

(a) A copy of the agreement, if any, under
which the banking mstitution engaged the serv-
1ces of the person who conducted the audit

(b} A copy of any correspondence from the
person who conducted the audit containing com-
ments, cnticisms and suggestions as to the con-
duct of the affairs of the banking nstitution, if
the comments, criticisms and suggestions are not
mncluded 1n the audit 1tself

(3) Upon receipt of an operational audit or
report on a continuing audit, the board of direc-
tors shall examme and study the audit and, not
later than the 90th day after receipt, shall inform
the Director of the Department of Insurance and
Finance in wnting what actions the board has
taken 1n response to comments, criticisms and
suggestions contained in the audit, or 1n accom-
panying correspondence (1985 ¢ 786 §20, 1987 ¢ 216
§4]

707 760 [1977 c 135 §20, 1981 ¢ 192 §6 repealed by
1985 ¢ 786 §70)

707.755 Review of financial statement.
{1) The board of directors of a banking institu-
tion, 1n conformance with standards adopted by
the Director of the Department of Insurance and
Finance, shall cause to be conducted a review of
the financial statement of the banking nstitu-
tion The review of the financial statement must
comply with the rules adopted by the director
under ORS 707 760 The review

(a) Shall be conducted by an independent
auditor

(b) Shall be conducted annually

(2) Each review of the financial statement
shall be submitted to the board of directors and
made a part of the minutes of the regular meeting
next following submission of the review A copy
of each review shall be submitted to the Director
of the Department of Insurance and Finance
along with the following

(a) A copy of the agreement, if any, under
which the banking institution engaged the serv-
1ces of the person who conducted the review

{b) A copy of any correspondence from the
person who conducted the review containing
comments, criticisms and suggestions as to the
conduect of the affairs of the banking institution,
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if the comments, criticisms and suggestions are
not included 1n the review itself

(3) Upon receipt of a review of a financial
statement, the board of directors shall examine
and study the review and, not later than the 90th
day after receipt, shall inform the Director of the
Department of Insurance and Finance 1n writing
what actions the board has taken in response to
comments, criticisms and suggestions contained
m the review or 1n correspondence accompanying
1t

{(4) A banking mstitution shall provide a copy
of 1ts financial statement to 1ts stockholders and
to any person who requests a copy The financial
statement shall include a brief statement of the
scope of the review of the financial statement and
the opimon of the person conducting 1t

{5) Upon application of a banking 1nstitu-
tion, the Director of the Department of Insurance
and Finance may waive the requirement of the
review of the financial statement for a particular
year if the director determines that the banking
nstitution 1s sufficiently sound that such a
review 1s not necessary for that year [1985 ¢ 786 §21]

707.760 Adoption of rules governing
operational audits and reviews of financial
statements, investigation of auditors;
waiver of audit; single audit report. (1) The
Director of the Department of Insurance and
Finance by rule

(a) Shall adopt standards and establish
requirements for the operational audit required
under ORS 707 749

{b) Shall adopt standards and establish
requirements for the review of the financial state-

ment required under ORS 707 755 The standards
shall be consistent with the statement on stan-
dards for accounting and review services by the
American Institute of Certified Public Accoun-
tants, so that persons conducting reviews may do
so according to standard accounting practices

{c) Shall adopt standards of fitness, training
and professional competence to be required of
persons employed to conduct operational audits
and reviews of financial statements The director
may establish different standards for audits and
reviews The director may provide that opera-
tional audits may be conducted by a corres-
pondent bank of a banking mstitution

(2) The director may investigate the general
fitness, honesty and ability of any person
employed to conduct an aud:t or review and may
disapprove the person for any reason stated 1n
ORS 707 145 or 1f the director determines that
the training and amhty of the person are inade-
quate to conduct a proper audit or review

(3) Upon application of a bankmg mstitu-
tion, 1if the director determines that the banking
institution and 1ts system of internal controls are
sufficiently sound, the director may waive the
requirement under ORS 707 749 that the opera-
tional audit be conducted by an independent
auditor

{4} A bankmg mstitution, accordmng to stan-
dards adopted by the director, may submut to the
director a single audit report 1n satisfaction of the
operational audit and the review of the financial
statement [1985 ¢ 786 §22]

707 990 [Repealed by 1973 ¢ 797 §428]
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