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ORGANIZATION OF INSTITUTIONS 707.025

ORGANIZATION OF INSTITUTIONS

707.005 Institutions required to incor- 
porate. It is unlawful for any person to en- 
gage in or transact a banking or trust
business within this state except by means
of a corporation duly organized for the pur- 
pose. [ 1973 c.797 § 501

707.010 Necessity of organizing under
Bank Act to advertise or operate as in- 
stitution. A person who has not received a

certificate to do a banking or trust business
from the director, except a national bank, 
shall not: 

1) Advertise that it is receiving or ac- 
cepting money and issuing notes or certifi- 
cates of deposit therefor. 

2) Use a sign at its place of business

containing words indicating that the place is
a place of business: 

a) Of an institution; 

b) Where deposits are received or pay- 
ments made on check; or

c) Where any other form of banking
business is transacted. 

3) Make use of or circulate any letter- 
heads, blank notes, blank receipts, certifi- 

cates, circulars or any written or printed

Econtaining words indicating that the
business is the business of an institution. 

4) Transact business under any name
which leads the public to believe that its
business is that of an institution. 

5) Solicit or receive deposits or transact
business in the manner of an institution or
in such a manner as to lead the public to
believe that its business is that of an insti- 
tution. [ Amended by 1973 097 §511

707.020 Violation of ORS 707.010; in- 
vestigation; injunction. ( 1) The director

may examine the accounts, books and papers
of every person the director has reasonable
cause to believe is violating any provision of
ORS 707.010. 

2) When the director believes, from evi- 

dence satisfactory to the director, that any
person is violating the provisions of ORS
707.010, the director may cause a complaint
to be filed in the circuit court of the county
in which the person conducts business to
enjoin and restrain the person from continu- 

ing the violation. The court shall have ju- 
risdiction of the proceeding and may make
and enter an order or judgment awarding
such preliminary or final injunctive relief as
in its judgment is proper. [ Amended by 1973 c.797

521

707.023 Branches of out -of -state insti- 

tution; powers. Notwithstanding any pro- 
vision contained in ORS chapter 713, an

out -of -state banking institution that opens, 

occupies or maintains a branch in this state
pursuant to and in accordance with the re- 
quirements of ORS 711.017, 711.211, 714. 133
or 714. 135 shall have in this state the same
powers under the laws of this state as a
like -type banking organization. This section
shall not be construed to permit an out -of- 
state banking organization to engage in its
home state in the exercise of any powers
which are authorized for the like -type bank- 

ing organization under the laws of this state
but are not authorized for the out -of -state
banking institution in its home state. [ 1993

c.229 § 71

707.025 Organization for purpose of
merger; procedure; conditions. ( 1) An in- 

stitution may be organized under this section
solely for the purpose of merging with one
or more existing state banks or national
banks pursuant to ORS chapter 711, and not
with authority to engage in or transact
banking or trust business. 

2) The institution may be organized un- 
der this section by one or more persons or a
corporation. 

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 section, an institution described in
subsection ( 1) of this section shall be organ- 
ized as follows: 

a) The incorporator shall file articles of
incorporation executed in duplicate, signed

by the prospective incorporator or incorpo- 
rators and verified and filed in the office of
the director together with the organization
fee required under ORS 707. 130 plus an ad- 
ditional organizational fee of $2, 500. 

b) Such articles of incorporation shall

specify: 
A) The name and address of each

incorporator. 

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

C) The term of its existence, which may
be perpetual. 

D) The purpose of the corporation which
shall be limited to the purposes set forth in
subsection ( 1) of this section. However, if the

corporation is to be the resulting bank in
such merger, the articles may also contain
all purposes allowed an institution under the
Bank Act, provided the implementation of
such purposes are conditioned upon consum- 

mation of such merger. 

E) The name and address of each direc- 
tor of the board of directors, which shall be
composed of not less than three directors. 

4) If the director finds the articles con- 
form to subsection ( 3) of this section, the di- 
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707.029 FINANCIAL INSTITUTIONS

rector shall file the articles and issue a
certificate of incorporation in accordance
with ORS 707. 120. 

5) Upon issuance of the certificate of
incorporation, the corporate existence of the
institution shall begin and the institution

may issue stock. 
6)( a) After the issuance 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
such bylaws to be consistent with the re- 
quirements of the Bank Act, the director
shall issue a provisional charter to such
bank. 

b) The provisional charter shall expire
one year after its date of issuance. However, 
the director may extend such expiration pe- 
riod. If a merger is not consummated before
the provisional charter expires, the interim
bank shall cease to exist and its articles of
incorporation and charter shall be void. For
purposes of ORS chapter 711, a provisional
charter issued under this section shall be
deemed a charter, where appropriate. 

7) An institution in the process of or- 

ganization solely for the purposes set forth
in subsection ( 1) of this section at the time

this section becomes law may choose to
comply with this section rather than the
other sections in this chapter, if a charter
has not been issued. If such election is made, 

any fees paid under ORS 707.070 and 707. 130
shall be applied against the organization fees
required under this section. 

8) An institution organized solely for the
purposes set forth in subsection ( 1) of this

section for which a charter has been issued

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 consummation of a proposed

merger and, in applying ORS 707.350 to such
institution, the requirements of ORS 707. 050
shall be disregarded. f1979 c.88 § 81

707.029 Organization to facilitate ac- 

quisition by out -of -state institution; pro- 
cedure; provisional charter. ( 1) To

facilitate the taking of action under ORS
715.065 ( 1)( b), an institution may be organ- 
ized under this section solely for the purpose
of merging with or acquiring the stock or
assets and assuming the liabilities of: 

a) A bank in danger of failing, or a bank
holding company of such a bank; 

b) A bank that has been or is being liq- 
uidated by the Director of the Department
of Consumer and Business Services pursuant

to ORS 711.400 to 711.615, or a bank holding
company of such a bank; or

c) A bank that is organized 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 in this
section, an institution organized under this

section may not engage in or transact bank- 
ing or trust business. 

3) The institution may be organized un- 
der this section by one or more persons or a
corporation. 

4) 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 section, an institution described in
subsection ( 1) of this section shall be organ- 
ized as follows: 

a) The incorporators shall file articles
of incorporation executed in duplicate, signed
by the prospective incorporator or incorpo- 
rators and verified and filed in the office of
the director together with the organization
fee required under ORS 707.130 plus an ad- 
ditional organization fee of $2,500. 

b) The articles of incorporation shall

specify: 
A) The name and address of each

incorporator. 

B) The information required under ORS
707.110 ( 2)( a), ( b), ( c) and ( h). 

C) The term of its existence, which may
be perpetual. 

D) The purpose of the institution, which
shall be limited to the purposes set forth in
subsection ( 1) of this section. However, if the

corporation is to be the resulting or contin- 
uing bank in a merger or other acquisition, 
the articles may also contain all purposes
allowed an institution under the Bank Act, 
provided the implementation of such pur- 
poses are conditioned upon consummation of

the merger or acquisition. 

E) The name and address of each direc- 
tor 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 con- 
form to subsection ( 4) of this section, the di- 
rector shall file the articles and issue a
certificate of incorporation in accordance
with ORS 707.120. 

6) Upon issuance of the certificate of
incorporation, the corporate existence of the
institution shall begin and the institution

may issue stock. 
7)( a) After the issuance 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
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ORGANIZATION OF INSTITUTIONS

the bylaws to be consistent with the re- 
quirements of the Bank Act, the director
shall issue a provisional charter to the insti- 
tution. 

b) The provisional charter shall expire
one year after its date of issuance. However,. 
the director may extend the expiration pe- 
riod. If the acquisition or merger for which
the institution was organized is not consum- 
mated before the provisional charter expires, 
the interim bank shall cease to exist and its
articles of incorporation and charter shall be
void. If the acquisition or merger is consum- 
mated,- when the institution pays th6 organ- 
ization and annual license fees required
under ORS 707. 130 and files with the director
the documents required under ORS 707.140, 
the director shall issue to the institution a

charter to do a banking business pursuant to
ORS 707. 140, unless the director finds that
there exists one of the conditions enumer- 

ated in ORS 707. 145. For purposes of ORS
chapter 711, a provisional charter issued un- 
der this section shall be deemed a charter
where apppproppriate. ( 1985 c. 12 § 3; 1987 c.216 § l; 1987
c.371 § 2; 1J87 c.$73 § 51al

707.030 [ Repealed by 1973 c.797 § 4281

707.040 [Repealed by 1973 c.797 § 4281

707.050 Paid -up capital stock require- 
ment. Every institution organized after Jan- 
uary 1, 1974, shall have a paid -up capital
stock not less than $ 1, 500,000. The Director
of the Department of Consumer and Business

Services may require less paid -up capital
stock for a particular institution if the di- 
rector determines that the lesser amount is
sufficient for safe and sound operation of the
institution. The capital stock must be paid

up either in cash or by exchange of real
property and improvements thereon. The real
property and improvements must be approved

y the director as meeting all applicable re- 
quirements of law and all other conditions

and standards that the director adopts by
rule, including but not limited to a proper
appraisal by a qualified appraiser. rAmended

by 1963 c. 195 § 3; 1973 097 §53; 1985 086 §241

707.060 rRepealed by 1973 097 §4281

707.070 Application for authority to
organize; fee; contents. Any number of
persons, not less than five, citizens of the
United States and residents of this state, de- 

siring to organize an institution shall, as

prospective incorporators, first file an appli- 
cation with the director for a permit to or- 
ganize an institution or to circulate a stock

subscription list for the organization of an

institution. The applicants 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 in duplicate on
forms provided by the director and certified

707.080

by one of the applicants. The application
shall include 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 issued. 

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
managers and directors. 

6) Evidence of the character, financial

responsibility and ability of the incorpo- 
rators, directors and manager. 

7) Evidence of the need and advisability
of granting the authority. 

8) Any other information which the di- 
rector may require. ( Amended by 1971 c.68 § 3; 1973
c.797 § 54; 1977 c. 135 § 13; 1979 c.88 § 91

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 is organized

for any purpose other than one or more of
the purposes contained in its articles of in- 
corporation. 

b) Shall not be the same as, or

deceptively similar to, any other corporate, 
limited partnership, reserved or registered

name currently on file with the Secretary of
State or Director of the Department of Con- 
sumer and Business Services, an assumed

business name registered as provided in ORS
648.010 or a trademark, trade name or ser- 
vice mark registered as provided in ORS
chapter 647. 

2) Nothing contained in this section
shall preclude an institution from transact- 

ing business under an assumed business
name. ( 1985 062 §361

707.080 Investigation and ruling on
application; conditional approval; appeal. 

1) When the application mentioned in ORS
707.070 has been filed, the Director of the
Department of Consumer and Business Serv- 
ices shall determine whether: 

a) The proposed institution is 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

confidence of the community in which the
proposed institution is to be located and to . 
warrant the belief that the business of the
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707.090 FINANCIAL INSTITUTIONS

proposed corporation will be honestly and
efficiently conducted; 

c) The proposed directors and officers

are competent to manage successfully an in- 
stitution; 

d) The suggested capitalization is ade- 
quate for the proposed institution' s antic- 
ipated development and growth within a
reasonable period of time; 

e) There is reasonable assurance of suf- 
ficient volume of business; 

f) The organization of the proposed in- 
stitution is justified; and

g) The public convenience and advantage
will be promoted by the opening of the pro- 
posed institution. 

2) If the Director of the Department of
Consumer and Business Services is satisfied
that the applicant meets the standards pre- 
scribed in subsection ( 1) of this section the
director shall note the approval and the date

on each copy of the application. If the direc- 
tor is not satisfied or believes that the public
interest will be endangered the director shall
note the disapproval of the director and the

date on each copy of the application. 
3) One of the duplicate original appplica- 

tions shall be filed in the office of the direc- 

tor and the other returned by mail to the
applicants. 

4) The director shall act to approve or
disapprove an application within 60 days

from the filing of the application, unless a
majority of the applicants and the director
agree to extend the time an additional 30
days. 

5) The director may grant conditional
approval of any application and require the
applicants to make additional showing or
changes in the proposed institution as the
director considers advisable. 

6) The applicants may appeal the deci- 
sion of the director to any court of appropri- 
ate jurisdiction. [ Amended by 1973 c. 797 § 55; 1975
c 544 § 8a1

707.090 Refusal of charter after ap- 
proval of application. If, after approving
the application for authority to organize, it
appears to the Director of the Department
of Consumer and Business Services that the
articles of incorporation, the organization or

manner of conducting business do not comply
with the terms of the application, the re- 
quirements 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 097 §561

707.100 Time of filing articles of in- 
corporation and paying fees. Within 30

days after authority to organize has been

finally granted, the prospective incorporators
shall file articles of incorporation and pay to
the director the organization and filing fees
required in ORS 707. 130. If articles of incor- 
poration are not filed within the specified
time, the authorit to organize is void. 
Amended by 1973 c.797 571

707.110 Execution and filing of articles
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 in- 
corporation to establish an institution. The
articles of incorporation shall be executed in
duplicate, signed b the prospective incorpo- 
rators, verified an filed in the office of the
Director of the Department of Consumer and
Business Services. 

2) The articles of incorporation shall

specify: 

a) The name by which the institution is
to be known. 

b) The place where its business is to be
transacted, designated by legal description or
street and number in the city or town. 

c) The amount of its 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 its existence, which may
be perpetual. 

f) The purpose for which the institution
is formed. 

g) The proposed board of directors of the
institution, composed of not less than three
of the prospective incorporators. 

h) Whether the stockholders are given
preemptive rights. 

3) In addition, the articles of incorpo- 
ration: 

a) Must prescribe the classes of shares
and the number of shares of each class that

the institution is authorized to issue. If
more than one class of shares is authorized, 
the articles of incorporation must prescribe

a distinguishing designation for each class, 
and prior to the issuance of shares of a class, 
the preferences, limitations and relative

rights of that class must be described in the
articles of incorporation. All shares of a
class must have preferences, limitations and
relative rights identical to those of other
shares of the same class except to the extent

otherwise permitted by ORS 707. 262. 
b) Must authorize one or more classes

of shares that together have unlimited voting
ri ghts, and one or more classes of shares

which may be the same class or classes as
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ORGANIZATION OF INSTITUTIONS

those with voting rights, that together are
entitled to receive the net assets of the in- 
stitution upon dissolution. 

c) May authorize one or more classes of
shares that: 

A) Have special, conditional or limited

voting rights, or no voting rights, except to
the extent prohibited by this chapter; 

B) Are redeemable or convertible as
specified in the articles of incorporation: 

W At the option of the institution, the
shareholder or another person or upon the
occurrence of a designated event; 

ii) For cash, indebtedness, securities or

other property; or

iii) In a designated amount or in an
amount determined in accordance with a
designated formula or by reference to

extrinsic data or events; 

C) Entitle the holders to distributions

calculated in any manner, including divi- 
dends that may be cumulative, noncumula- 
tive or partially cumulative; or

D) Have preference over any other class
of shares with ' respect to distributions, in- 

cluding dividends and distributions upon the
dissolution of the institution. 

4) The description of the designations, 
preferences, limitations and relative rights
of share classes in subsection ( 3)( c) of this
section is not exhaustive. 

5) The articles of incorporation also may
contain any lawful provisions: 

a) Regulating the business or conduct of
affairs of the institution; ' 

b) Defining, limiting and regulating the
powers of the directors; or

c) Eliminating or limiting the personal
liability of a director to the institution or its
shareholders for monetary damages for con- 
duct as a director, provided that no such
provisions shall eliminate or limit the liabil- 
ity of a director for any act or omission oc- 
curring prior to the date when such

provision becomes effective, and such pro- 
vision shall not eliminate or limit the liabil- 
ity of a director for: - 

A) Any breach of the director' s duty of
loyalty to the institution or its shareholders; 

B) Acts or omissions not in good faith
or which involve intentional misconduct or

a knowing violation of law, 
C) Any unlawful distribution under the

Bank Act; or

D) Any transaction from which the di- 
rector derived an improper personal benefit. 
Amended by 1973 c.797 § 58; 1987 c. 197 § la; 1989 c.324
3l

707.140

707.120 Issuance of certificate of in- 
corporation 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 arti- 
cles of incorporation and when all fees have
been paid: 

a) Indorse on each of the duplicate ori- 
ginals the word " Filed," and the month, day
and year of the filing. 

b) File one of the duplicate originals in
the office of the director. 

c) Issue a certificate of incorporation to
which the director shall affix the other du- 
plicate original. 

2) The certificate of incorporation, with
one of the duplicate originals affixed thereto
shall be returned to the incorporators or
their representative. 

3) Upon issuance of the certificate of
incorporation the corporate existence of an
institution begins. [ Amended by 1973 097 §591

707.130 Organization and annual li- 
cense fees. ( 1) An organization fee shall be

paid by the incorporators. 

2) An institution shall pay an annual li- 
cense fee of $ 15. The annual license fee

shall be paid by the anniversary date of the
institution, except that the initial license fee
shall be paid when the organization fee pro- 
vided for in subsection ( 1) of this section is
paid. 

3) The organization fee and the annual
license fee shall be paid to the director. 
Amended by 1973 c.797 § 60; 1987 c. 197 § 1b; 1989 x324

707.140 Filing organization papers; is- 
suance of charter. (1) The Director of the
Department of Consumer and Business Serv- 
ices shall examine the condition of an insti- 
tution when the institution files with the
director: 

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

b) A list of stockholders, showing name, 
address, number of shares and amount paid, 

sworn to by the president or cashier. 
c) The sworn statement of an officer of

the institution that all requirements of law
have been complied with. 

d) A list of the directors and officers
elected. 

e) The oaths of office of the directors
and officers of the institution. 

f) A copy of its bylaws certified to by its
president or cashier. 

2) If, upon examination, the director de- 
termines that the institution has complied
with the requirements of ORS 707.070 to
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707.145 FINANCIAL INSTITUTIONS

707. 130 and that the amount of its authorized
capital has been paid in, the director shall
issue to the institution a charter to do a
banking or trust business. ( Amended by 1973
097 §61; 1987 c.216 § 21

707.145 Refusal of authority to organ- 
ize. The director may disapprove an applica- 
tion for a permit to organize 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 in the application submitted under
ORS 707.080 or in the documents submitted
under ORS 707. 140: 

1) Is insolvent, either in the sense that
the person' s liabilities exceed the person' s
assets or that the person cannot meet the

person' s obligations as they mature, or is in
such financial condition that the person can- 
not continue in business with safety to the
person' s customers; 

2) Has engaged in dishonest, fraudulent
or illegal practices or conduct in any busi- 
ness or profession; 

3) Has willfully or repeatedly violated or
failed 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 es- 
sential element of which is fraud; 

5) Is not qualified to conduct a banking
business on the basis of such factors as

training, experience and knowledge of the
business; 

6) Is permanently or temporarily en- 
joined by a court of competent jurisdiction
from engaging in or continuing any conduct
or practice involving any aspect of the bank- 
ing business; 

7) Is the subject of an order of the di- 

rector subjecting the person to a fine or a
civil penalty, or removing the person from an
office in 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 re- 
moving the person from an office in a bank- 
ing institution, a national bank, a state or
federal savings association, a state or federal
credit union or a consumer finance company
issued by the banking supervisor of another
state or by the Comptroller of the Currency, 
the Board of Governors of the Federal Re- 

serve System or by any other agency of the
Federal Government or another state with

regulatory authority over such banking in- 
stitutions, savings associations, credit unions

or consumer finance companies. [ 1977 c. 135 § 19; 

1985 062 § §37,37a; 1985 c.786 § 25; 1987 073 §521

707.150 Review of refusal of authority
to organize; appeal. Notwithstanding the
provisions of ORS 183. 310 to 183.550, the di- 

rector may, without prior hearing or oppor- 
tunity therefor, refuse to grant authority to
organiz1a an institution. In case authority to
organize is refused by the director, the ap- 
plicants may within 30 days after the refusal
appeal the decision to any court of appropri- 
ate jurisdiction. [ Amended by 1971 c.734 § 172; 1973

797 § 62; 1975 c.W §8bl

707.155 Authority to require additional
invest *gatory information; fingerprinting. 
1) In the course of investigating any person

named in the application under ORS 707.070
or in the documents filed under ORS 707. 140, 
the Director of the Department of Consumer
and Business Services may require the per- 
son to provide additional information for the

director' s further inquiry For the purpose of
such further inquiry, the director may re- 
quire any of the following persons to submit
to fingerprinting: 

a) Any person required to be named in
the application under ORS 707.070. 

b) Any person named in the documents
filed under ORS 707. 140 as a prospective
incorporator or as a director, president or
chief executive officer of the institution. 

2) Fingerprints acquired under sub- 

section ( 1) of this section may be submitted
to appropriate law enforcement agencies, in- 
cluding the Federal Bureau of Investigation, 
for the purpose of discovering any unlawful
activities of the person. [ 1985 c. 786 § 231

707.160 Transaction of business prior
to organization; failure to complete or- 

ganization; liability. (1) An institution shall

not transact any business, except as is inci- 
dental or necessary to its organization, until
it has received its charter from the director. 

2) An institution which fails to pay in
its capital and complete its organization and
receive from the director a charter, within
one year after the date of approval of its ar- 
ticles of incorporation, ceases to exist and
the articles of incorporation are void. 

3) All persons purporting to act as or on
behalf of an institution, knowing there was
no incorporation, are jointly and severally
liable for all liabilities created while so act- 

ing. [ Amended by 1969 e.44 § 1; 1973 c.797 § 63; 1989 c.324

707.170 Effective date of charter; 

commencement of business; effect of

failure to commence business. ( 1) A• char- 

ter shall specify the date on which it be- 
comes effective, which shall not be more
than 30 days after the date of issuance of the
charter, unless an extension of time is

granted by the director. 

1993 -53 -20



ORGANIZATION OF INSTITUTIONS 707.210

2) An institution shall commence busi- 
ness on the effective date specified in its
charter. If an institution fails to commence
business on the effective date specified in the

charter or according to any extension of time
granted by the director it ceases to exist and
its articles of incorporation and charter are
void. [ Amended by 1973 c.797 § 641

707.180 Location of principal place of
business; change upon approval. ( 1) The
principal place of business of an institution
shall be specified in its articles of incorpo- 
ration. The principal place of business may
be changed upon application of the institu- 
tion to the director. The director shall de- 
termine whether the change in location is
advisable or justified and whether the public
convenience and advantage will be promoted
and shall approve or disapprove the change
of location. An apppeal from the decision of

the director may be taken to any court of
appropriate jurisdiction. 

2) Except as provided in subsection ( 3) 

of this section, the change of location ap- 
proved 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 is
damaged to the extent that the institution
cannot conduct its normal business, the di- 

rector may approve an immediate change of
place of business. [ Amended by 1973 c.797 § 65; 1975
c.544 § 8c] 

707.190 [ Repealed by 1973 097 §4281

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 in, at the
time of the payment of stock subscriptions, 

an amount equal to not less than 50 percent
of the respective stock subscriptions in addi- 
tion to the par value thereof. The payment

must be in cash or by exchange of real prop- 
erty 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
subsection ( 1) of this section shall constitute

a guaranty or expense fund to be used in
liquidation of the cost of organization and for
the general expenses of the institution. When

the gross operating 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
subsection ( 1) of this section shall be placed
in a surplus account. [ Amended by 1973 c.797 § 66; 
1983 c.296 § 2; 1985 086 §26; 1987 c.216 § 31

707.210 Stock issuance after obtaining
charter and making guaranty and sur- 
plus fund payments; form of stock certif- 
icate. ( 1) An institution shall not issue any
share of stock until its charter has been is- 
sued and ORS 707.200 has been complied
with. 

2) Each certificate representing shares
of the stock of an institution shall: 

a) Be signed by the president or a vice
president and the secretary or an assistant
secretary of the institution, and may be
sealed with the seal of the institution or a
facsimile thereof. The signatures of the

president or vice president and the secretary
or assistant secretary upon a certificate may
be facsimiles if the certificate is manually
signed on behalf of a transfer agent or regis- 
trar other than the institution itself or an
employee of the institution. In the case of

any person who, as an officer, has signed or
whose facsimile signature has been placed

upon such certificate and has ceased being
such officer before such certificate is issued, 

the certificate may be issued by the institu- 
tion with the same effect as if the person
were such officer at the date of its issue. 

b) If the institution is authorized to is- 
sue shares of more than one class, state upon
the face or back of the certificate, or state

that the institution will furnish to any
shareholder upon request and without

charge, a full statement of the designations, 
preferences, limitations and relative rights
of the shares of each class authorized to be
issued, and, if the institution is authorized to
issue any preferred or special class in series, 
state the variations in the relative rights and
preferences between the shares of each such
series so far as the same have been fixed and
determined and the authority of the board of
directors to fix and determine the relative
rights and preferences of subsequent series. 

c) State that the institution is organized
under the laws of this state. 

d) State the name of the person to whom
issued. 

e) State the number and class of shares, 
and the designation of the series, if any, 
which such certificate represents. 

f) State the par value of each share rep- 
resented by such certificate, except that a
certificate need not contain a statement of

the par value of the shares represented

thereby if the certificate contains a state- 
ment identifying the records of the institu- 
tion in which the par value is recorded and

stating the location of the records. 
3) No certificate shall be issued for any

share until such share is fully paid. 
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4) At the request of any holder of two
or more certificates of the capital stock of

any institution organized under the laws of
this state, such institution shall, upon the
surrender of the certificates, issue to the
holder of such capital stock one certificate
for all shares of stock of any one class in
such institution owned by the stockholder if
the number of such shares owned by the
stockholder in the particular class equals or
exceeds 100. [ Amended b 1959 c. 108 § l; 1965 c.189

1; 1973 c.797 § 67; 1987 c.197 §Y2; 1989 c.324 §61

707.215 Cancellation of redeemed

stock. Notwithstanding ORS 707.270, stock
of an institution redeemed by the institution, 
except stock acquired as the result of the
reorganization or merger of the institution, 
is canceled and cannot be reissued. [ 1973 097
68; 1987 c. 197 § 3; 1989 c.324 § 71

707.220 Stock record; contents; in- 

spection. An institution 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 inspection of
any stockholder of the institution. 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 c.797
691

707.230 Transfer of stock. The shares
of stock of an institution shall be transferred
on the books of the institution in such man- 
ner as the bylaws may provide and as re- 
quired in ORS 707.220. A transfer of stock is
not valid while an institution is under notice
from the Director of the Department of Con- 
sumer and Business Services to make good

any impairment of its capital stock, until the
impairment has been made good. [ Amended by
1973 c.797 § 701

707.240 Employee stock option plans. 
1) Upon approval of the Director of the De- 

partment of Consumer and Business Services

and stockholders holding two- thirds of the
stock of an institution, an institution may
adopt and perform employee stock option or

employee stock purchase plans. Applications

for approval by the director shall include: 
a) A description of all material pro- 

visions of the plan; 

b) A proposed notice of stockholders

meeting, proxy and proxy statement; 

c) The number of shares authorized but
unissued to be allocated to the plan; 

d) The proposed amendments to articles

of incorporation creating authorized but un- 

issued stock with respect to which no

prescriptive rights shall attach; 

e) A provision in the plan that an em- 
ployee who applies for or is granted a stock
option shall not participate in the adminis- 
tration of the plan; 

f) Data demonstrating that the number
of shares allocable to any person under the
plan is reasonable in 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 is not unreason- 
able in relation to the capital structure and
anticipated growth of the institution. 

2) An institution may, by amendment of
its articles of incorporation, authorize an in- 

crease in its common stock in the category
of authorized but unissued stock and it may
issue the stock from time to time to employ- 
ees in the performance of an approved stock
option or stock purchase plan. 

3) The increase in capital resulting from
performance of stock option or stock pur- 

chase plans shall not affect loan limits or
other restrictions based on capital or capital
and surplus until the institution certifies un- 
der oath to -the director that the stock has
been issued and the amount paid for it is not
less than par value at the time the employee
became eligible under the plan or less than
90 percent of book value at the time when
the employee became eligible under the plan, 
whichever is the greater. [ 1969 c. 635 § 1; 1973 c.797

711

707.242 Bylaws. The initial bylaws of an

institution shall be adopted by its board of
directors. The power to alter, amend or re- 
peal the bylaws or adopt new bylaws shall
be vested in the board of directors unless re- 

served to the shareholders by the articles of
incorporation or by bylaws existing on De- 
cember 31, 1953. The bylaws may contain any
provisions for the regulation and manage- 
ment of the affairs of the institution not in- 
consistent with law or the articles of

incorporation. [ 1989 c.324 § 91

Amendment of Articles
of Incorporation) 

707.244 Amendment of articles of in- 
corporation; purposes for amendment. ( 1) 

An institution may amend its articles of in- 
corporation, from time to time, in ' any and
as many respects as may be desired, so long
as its articles -of incorporation, as amended,. 

contain only such provisions as might be
lawfully contained in the original articles of
incorporation at the time of making such
amendment. If a change in shares or the
rights of shareholders, or an exchange, re- 
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classification or cancellation of shares or the
rights of shareholders is to be made, the ar- 
ticles of incorporation, as amended, shall

contain only such provisions as may be nec- 
essary to effect such change, exchange, re- 
classification or cancellation. 

2) In particular, and without limitation
upon such general power of amendment, an

institution may amend its articles of incor- 
poration, from time to time, so as: 

a) To change its corporate name. 

b) To change its period of duration. 

c) To change, enlarge or diminish its
corporate purposes. 

d) To increase or decrease the aggregate
number of shares, or shares of any class, 
which the institution has authority to issue. 

e) To increase or decrease the par value

of the authorized shares of any class with a
par value, whether issued or unissued. 

f) To exchange, classify, reclassify or

cancel all or any part of its shares, whether
issued or unissued. 

g) To change the designation of all or
any part of its shares, whether issued or un- 
issued, and to change the preferences, limi- 
tations and relative rights in respect to all

or any part of its shares, whether issued or
unissued. 

h) To change shares with a par value, 
whether issued or unissued, into the same or
a different number of shares without par
value, and to change shares without par
value, whether issued or unissued, into the
same or a different number of shares with a
par value. 

i) To change the shares of any class, 
whether issued or unissued and whether with
or without par value, into a different number
of shares of the same class or into the same
or a different number of shares either with
or without par value, of other classes. 

0) To create new classes of shares with
rights and preferences either prior and supe- 

rior or subordinate and inferior to the shares

of any class then authorized, whether issued
or unissued. 

k) To cancel or otherwise affect the

right of the holders of the shares of any class
to receive dividends which have accrued but
have not been declared. 

L) To divide any preferred or special
class of shares, whether issued or unissued, 

into series and fix and determine the desig- 
nations of such series and the variations in
the relative rights and preferences as be- 
tween the shares of such series. 

m) To authorize the board of directors
to establish, out of authorized but unissued
shares, series of any preferred or special

class of shares and fix and determine the
relative rights and preferences of the shares

of any series so established. 

n) To authorize the board of directors to
fix and determine the relative rights and
preferences of the authorized but unissued
shares of series theretofore established in
respect to which either the relative rights
and preferences have not been fixed and de- 
termined or the relative rights and prefer- 
ences theretofore fixed and determined are
to be changed. 

o) To revoke, diminish or enlarge the

authority of the board of directors to estab- 
lish series out of authorized but unissued

shares of any preferred or special class and
fix and determine the relative rights and

preferences of the shares of any series so es- 
tablished. 

p) To limit, deny or grant to sharehold- 
ers of any class the preemptive right to ac- 
quire additional or treasury shares of the
institution, whether then or thereafter au- 
thorized. [ 1989 c.324 § 103

707246 Manner of amending articles
of incorporation. Amendments to the arti- 
cles of incorporation shall be made in the

following manner: 
1) If an institution has issued shares of

stock: 

a) The board of directors shall adopt a
resolution setting forth the proposed amend- 
ment and directing that it be submitted to a
vote at a meeting of shareholders, which may
be either an annual or a special meeting. 

b) Written or printed notice setting forth
the proposed amendment or a summary of
the changes to be effected shall be given to
each shareholder of record entitled to vote
within the time and in the manner provided

in this chapter for giving notice of meetings
of shareholders. If the meeting is an annual
meeting, the proposed amendment or such
summary may be included in the notice of
such annual meeting. 

c) At such meeting, a vote of the share- 
holders entitled to vote thereon shall be
taken on the proposed amendment. The pro- 
posed amendment shall be adopted upon re- 

ceiving the affirmative vote of the holders of
at least a majority of the shares entitled to
vote thereon, unless any class of shares is
entitled to vote thereon as a class, in which
event the proposed amendment shall be

adopted upon receiving the affirmative vote
of the holders of at least a majority of the
shares of each class of shares entitled to vote
thereon as a class and of the total shares

entitled to vote thereon. 

2)( a) If an institution has not issued any
shares of stock, the articles of incorporation

1993 -53 -23



7072M FINANCIAL INSTITUTIONS

may be amended by resolution adopted by a
majority of the directors. 

b) If the provisions of the articles of in- 

corporation relating to the duration, pur- 

poses, authorized capital, rights or

preferences of shares, or if internal affairs

are amended by the directors prior to the is- 
suance of stock, the directors shall imme- 

diately notify in writing each person who is
a party to any agreement for the subscription
of stock of the institution. Such notice shall
set forth the text of the amendment and state

that the subscriber may, within 30 days after
delivery or mailing of the notice of amend- 
ment, rescind the subscriber' s subscription

by notice in writing delivered or mailed to
the directors at an address specified. If a no- 
tice of rescission is not delivered or mailed
within 30 days, the subscriber may not
thereafter assert the fact of the amendment

as the basis for avoiding the subscription
agreement or asserting any claim against any
person. 

3) Any number of amendments may be
submitted to the shareholders or directors

and voted upon by them at one meeting. [ 198s

024 §111

707.218 Shareholders authorized to

vote on amendment to articles of incor- 
poration. ( 1) The holders of the outstanding
shares of a class shall be entitled to vote as
a class upon a proposed amendment, whether

or not entitled to vote thereon by the pro- 
visions of the articles of incorporation, if the
amendment would: 

a) Increase or decrease the aggregate
number of authorized shares of such class. 

b) Increase or decrease the par value of
the shares of such class. 

c) Effect an exchange, reclassification or
cancellation of all or part of the shares of
such class. 

d) Effect an exchange, or create a right
of exchange, of all or any part of the shares
of another class into the shares of such class. 

e) Change the designations, preferences, 
limitations or relative rights of the shares of
such class. 

f) Change the shares of such class, 
whether with or without par value, into the
same or a different number of shares, either
with or without par value, of the same class
or another class or classes. 

g) Create a new class of shares with
rights and preferences prior and superior to
the shares of such class, or increase the

rights and preferences of any class with
rights and preferences prior or superior to
the shares of such class. 

h) In the case of a preferred or special
class of shares, divide the shares of such

class into series and fix and determine the
designation of such series and the variations
in the relative rights and preferences be- 
tween the shares of such series or authorize
the board of directors to do so. 

i) Limit or deny the existing preemptive
rights of the shares of such class. 

Cancel or otherwise affect dividends
on the shares of such class which had ac- 
crued but had not been declared. 

2) Different series of the same class of
shares shall not constitute different classes

of shares for the purpose of voting by classes
upon a proposed amendment, except when a

series will be adversely affected by an
amendment in a manner different from other
shares of the same class. [ 1989 024 §121

707.250 Execution of amendments to
articles of incorporation. The articles of

amendment shall be executed in duplicate by
the institution by its president or a vice
president and by its secretary or an assistant
secretary, and verified by one of the officers
signing such articles, and shall set forth: 

1) The name of the institution. 

2) If the amendment alters or changes

any provision of the original or amended ar- 
ticles of incorporation, an identification by
reference or description of the affected pro- 
vision and a statement of its text as it is
amended to read. If the amendment strikes
or deletes any provision of the original or
amended articles of incorporation, an iden- 

tification by reference or description of the
provision so stricken or deleted and a state- 
ment that it is stricken or deleted. If the
amendment is an addition to the original or
amended articles of incorporation, a state- 
ment of that fact and the full text of each
provision added. 

3) The date of the adoption of the

amendment by the shareholders. 
4) The number of shares outstanding and

the number of shares entitled to vote

thereon, and if the shares of any class are
entitled to vote thereon as a class, the des- 

ignation and number of outstanding shares
entitled- to vote thereon of each such class. 

5) The number of shares voted for and
against such amendment, respectively, and, 

if the shares of any class are entitled to vote
thereon as a class, the number of shares of

each such class voted for and against such

amendment, respectively. 

6) If such amendment provides for an
exchange, reclassification or cancellation of
issued shares, and, if the manner in which
the same shall be effected is not set forth in
the amendment, a statement of the manner

in which the same shall be effected. 
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7) If such amendment effects a change
in the .amount of stated capital, a statement
of the manner in which the same is effected
and a statement, expressed in dollars, of the

amount of stated capital as changed by such
amendment. 

8) If such amendment was adopted by a
majority of the directors pursuant to ORS
707. 246 ( 2)( a), then, in lieu of the information

required by subsections ( 3), ( 4) and ( 5) of this
section, a statement that no shares have yet
been issued and that the amendment was
authorized as provided in ORS 707.246 ( 2)( a). 
The date of the adoption of the amendment

by a majority of the directors shall be in- 
cluded. Articles of amendment under this

subsection may be executed as provided in
this section or by a majority of the directors. 
1989 c.324 § 131

707.252 Filing of amended articles of
incorporation; certificate of amendment. 

1) Duplicate originals of the articles of
amendment shall be delivered to the director. 
If the director finds that the articles of
amendment conform to law, the director
shall, when all fees and charges have been
paid as in this chapter prescribed: 

a) Indorse on each such duplicate ori- 

ginals the word " Filed" and the month, day
and year of the filing thereof. 

b) File one of such duplicate originals in
the office of the director. 

c) Issue a certificate of amendment to
which the director shall affix the other du- 
plicate original. 

2) The certificate of amendment, to- 

gether with the duplicate original of the ar- 

ticles of amendment affixed thereto by the
director, shall be returned to the institution
or its representative. ( 1989 c.324 § 141

707.254 Effective date of amended ar- 

ticles of incorporation; effect on existing
cause of action. ( 1) Upon issuance of the

certificate of amendment by the director, the
amendment shall become effective and the
articles of incorporation shall be deemed to

be amended accordingly. 

2) No amendment shall affect any exist- 
ing cause of action in favor of or against
such institution, any pending suit to which
such institution shall be a party or the ex- 
isting rights of persons other than share- 
holders. In the event the corporate name

shall be changed by amendment, no suit

brought by or against such institution under
its former name shall abate for that reason. 
1989 c.324 § 151

707256 Restated articles of incorpo- 
ration. ( 1) An institution may, by action
taken in the same ' manner as required for

amendment of articles of incorporation, adopt
restated articles of incorporation. The re- 

stated articles of incorporation may contain
any changes in the articles of incorporation
that could be made by amendment regularly
adopted. Adoption of restated articles of in- 

corporation containing any such changes
shall have the effect ofamending the existing
articles of incorporation to conform to the
restated articles of incorporation, without

further action of the board of directors or
shareholders. Restated articles of incorpo- 

ration shall contain a statement that they
supersede the previously existing articles of
incorporation and amendments thereto. Re- 
stated articles of incorporation shall contain

all the statements required by ORS 707. 110
to be included in the original articles of in- 
corporation except that: 

a) The restated articles of incorporation
shall set forth the amount of its stated capi- 
tal at the time of the adoption of the restated
articles of incorporation; and

b) No statement need be made with re- 
spect to the number, names and addresses of

directors constituting the initial board of di- 
rectors or the names, occupations or places
of residence of the incorporators or the

shares subscribed for by each. 
2) Restated articles of incorporation

when executed and filed with the director
shall supersede the previously existing arti- 
cles of incorporation and amendments

thereto. The director shall, upon request, 

certify a copy of the articles of incorpo- 
ration, the articles of incorporation as re- 

stated or any amendments to either thereof. 
3) The restated articles of incorporation, 

when filed, shall be accompanied by a state- 
ment, executed in duplicate by the institu- 
tion by its president or a vice president and
by its secretary or an assistant secretary and
verified by one of the officers signing such
statement, setting forth the following: 

a) The name of the institution. 

b) The date of the adoption of the re- 
stated articles of incorporation by the share- 
holders. 

c) The number of shares outstanding and
the number of shares entitled to vote

thereon, and, if the shares of any class are
entitled to vote thereon as a class, the des- 

ignation and number of outstanding shares
entitled to vote thereon of each such class. 

d) The number of shares • voted for and
against the restated articles of incorporation, 

respectively, and, if the shares of any class
are entitled to vote thereon as a class, the
number of shares of each such class voted for
and against the restated articles of incorpo- 

ration, respectively. 
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e) If the restated articles of incorpo- 
ration provide for an exchange, reclassifica- 
tion or cancellation of issued shares, and if
the manner in which the same shall be ef- 
fected is not set forth in the restated articles
of incorporation, a statement of the manner
in which the same shall be effected. 

f) If the restated articles of incorpo- 
ration effect a change in the amount of
stated capital, a statement of the manner in
which the same is effected and a statement, 
expressed in dollars, of the amount of stated

capital as changed by the restated articles
of incorporation. [ 1989r-324§ 161

Shares) 

707.258 Terms of class of shares or

series within class determined by board
of directors. ( 1) If the articles of incorpo- 

ration so provide, the board of directors may
determine, in whole or part, the preferences, 
limitations and relative rights, within the

limits set forth in ORS 707.110, of any class
of shares before the issuance of any shares
of that class or of one or more series within

a class before the issuance of any shares of
that series. 

2) Each series of a class must be given

a distinguishing designation. 
3) All shares of a series must have pref- 

erences, limitations and relative rights iden- 
tical with those of other shares of the same
series and, except to the extent otherwise

provided in the description of the series, of
those of other series of the same class. 

4) Before issuing any shares of a class
or series created under this section, the in- 
stitution must deliver to the director for fil- 

ing, articles of amendment which are

effective without shareholder action that set
forth: 

a) The name of the institution; 

b) The text of the amendment determin- 
ing the terms of the class or series of shares; 

c) The date it was adopted; and

d) A statement that the amendment was
duly adopted by the board of directors. [ 1989
c.324 § 281

707.260 Fractional shares. ( 1) An insti- 

tution may: 

a) Issue fractions of a share or pay in
money the value of fractions of a share; 

b) Arrange for disposition of fractional

shares by the shareholders; and
c) Issue scrip in registered or bearer

form entitling the holder to receive a full
share upon surrendering enough scrip to
equal a full share. 

2) Each certificate representing scrip
must be conspicuously labeled " scrip" and

must contain the following information: 
a) The name of the issuing institution

and a statement that it is organized under
the law of this state; 

b) The name of the person to whom the

scrip is issued; and
c) The number and class of .shares and

the designation of the series, if any, for

which the certificate may be exchanged. 
3) The holder of a fractional share is

entitled to exercise the rights of a share- 

holder, including the right to vote, receive
dividends and participate in the assets of the
institution upon liquidation. The holder of

scrip is not entitled to any of these rights
unless the scrip provides for them. 

4) The board of directors may authorize
the issuance of scrip subject to any condition
considered desirable, including: 

a) That the scrip will become void if not
exchanged for full shares before a specified
date, or

b) That the shares for which the scrip is
exchangeable may be sold and the proceeds
paid to the scripholders. [ 1989 024 §321

707.262 Share options. Subject to any
provisions set forth in its articles of incor- 
poration and subject to preemptive rights, if

any, of existing shareholders, an institution
may create and issue, whether or not in

connection with the issuance and sale of any
of its shares or other securities, rights or

options entitling the holders thereof to pur- 
chase from the institution shares of any class
or classes. Such rights or options shall be
evidenced in such manner as the board of
directors shall approve and, subject to the
provisions of the articles of incorporation, 
shall set forth the terms upon which, the
time or times within which and the price or

prices at which such shares may be pur- 
chased from the institution on the exercise

of any such right or option. No such rights
or options shall be issued to a director, offi- 
cer or employee of the institution or of any
subsidiary thereof unless the issuance is ap- 
proved at the annual meeting or a special
meeting by the holders of at least two- thirds
of the outstanding shares entitled to vote
thereon, or unless such issuance is pursuant
to a plan previously so approved. In the. ab- 
sence of fraud in -the transaction, the judg- 
ment of the board of directors as to the
adequacy of the consideration received for
such rights or options shall be conclusive. 

The price or prices to be received for any
shares with a par value, other than treasury
shares to be issued on the exercise of such
rights or options, shall not be less than the
par value thereof. [ 1989 c.324 § 291
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707.264 Stated capital; capital surplus. 

In case of the issuance by an institution of
shares with a par value, the consideration

received therefor shall constitute stated cap- 
ital to the extent of the par value of such

shares, and the excess, if any, of such con- 
sideration shall constitute capital surplus. 

1989 024 §301

707.266 Expenses of organization or
issue of shares. The reasonable charges and
expenses of organization or reorganization of

an institution, and the reasonable expenses

of and compensation for the sale or under - 

writing of its shares, may be paid or allowed
by such institution out of the consideration
received by it in payment for its shares
without rendering such shares not fully paid
and nonassessable. ( 1989 024 §311

707.268 Restrictions on redemption of
shares. No redemption or purchase of

redeemable shares shall be made by an insti- 
tution when it is insolvent or when such re- 
demption or purchase would render it
insolvent, or which would reduce the net as- 
sets below the aggregate amount payable to
the shareholders with prior or equal rigghts
to the assets of the institution upon involun- 
tary dissolution. [ 1989 c.324 § 331

707.270 Effect of redemption of shares. 
1) When redeemable shares of an institution

are redeemed or purchased by the institution, 
the redemption or purchase shall effect a
cancellation of such shares, and a statement

of cancellation shall be filed as provided in
this section. Thereupon such shares shall be
restored to the status of authorized but un- 
issued shares, unless the articles of incorpo- 
ration provide that such shares when

redeemed or purchased shall not be reissued, 
in which case the filing of the statement of
cancellation shall constitute an amendment

to the articles of incorporation and shall re- 
duce the number of shares • of the class so
canceled, which the institution is authorized

to issue by the number of shares so canceled. 
2) The statement of cancellation shall be

executed in duplicate by the institution by
its president or a vice president and by its
secretary or an assistant secretary, and veri- 
fied by one of the officers signing such
statement, and shall set forth: 

a) The name of the institution. 

b) The number of redeemable shares
canceled through redemption or purchase, 
itemized by classes and series. 

c) The aggregate number of issued

shares, itemized by classes and series, after
giving effect to such cancellation. 

d) The amount, expressed in dollars, of
the stated capital of the institution after

giving effect to such cancellation. 

707.272

e) If the articles of incorporation provide
that the canceled shares shall not be reis- 
sued, the number of shares which the insti- 
tution has authority to issue, itemized by
classes and series, after giving effect to such
cancellation. 

3) Duplicate originals of such statement
shall be delivered to the director. If the di- 
rector finds that such statement conforms to
law, the director shall, when all fees and

charges have been paid as prescribed by this
chapter: 

a) Indorse on each duplicate original the
word " Filed" and the month, day and year
of the filing thereof. 

b) File one duplicate original in the of- 
fice of the director. 

c) Return the other duplicate original to
the institution or its representative. 

4) Upon the filing of such statement of
cancellation, the stated capital of the insti- 

tution shall be deemed to be reduced by that
part of the stated capital which was, at the

time of such cancellation, represented by the
shares so canceled. 

5) Nothing contained in this section
shall be construed to forbid a cancellation of

shares or a reduction of stated. capital in any
other manner permitted by the Bank Act. 
1989 024, §34] 

707.272 Capital surplus; use. ( 1) The

surplus, if any, created by or arising out of
a reduction of the stated capital of an insti- 
tution shall be capital surplus. 

2) The capital surplus of an institution

may be increased from time to time by reso- 
lution of the board of directors directing that
all or a part of the earned surplus of the in- 
stitution be transferred, to capital surplus. 

3) An institution may, by resolution of
its board of directors, apply any part or all
of its capital surplus to the reduction or

elimination of any deficit arising from losses, 
however incurred, but only after first elimi- 
nating the earned surplus, if any, of the in- 
stitution by applying such losses against
earned surplus and only to the extent that
such losses exceed the earned surplus, if any. 
Each such application of capital surplus
shall, to the extent thereof, effect a reduction
of capital surplus. 

4) An institution may, by resolution of
its board of directors, create a reserve or re- 

serves . out of its earned surplus for any
proper purpose or purposes and may abolish
any such reserve in the same manner. 
Earned surplus of the institution to the ex- 
tent so reserved shall not be available for the
payment of dividends or other distributions

by the institution except as expressly per- 
mitted by the Bank Act. ( 1989 c.324 § 353
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GENERAL POWERS

707.310 Powers of institutions; insur- 
ance transactions. ( 1) Except as otherwise
provided in the Bank Act or the articles of
incorporation of an institution, an institution
shall have: 

a) Perpetual duration and succession in
its corporate name, unless a limited period
of duration is stated in its articles of incor- 
poration; 

b) The same powers as an individual to

do all things necessary or convenient to
carry out its business and affairs, including
without limitation, power to: 

A) Sue and be sued and complain and
defend in its corporate name; 

B) Have a corporate seal, which may be
altered at will, and use it or a facsimile

thereof by impressing, affixing or reproduc- 
ing it in any other manner; 

C) Make contracts and guarantees, incur
liabilities, borrow money, issue its notes, 

bonds and other obligations that may be
convertible into other securities of the insti- 
tution or include the option to purchase
other securities of the institution and secure

any of its obligations by mortgage or pledge
of any of its property, franchises or income; 

D) Conduct its business, locate offices

and exercise the powers granted by the Bank
Act within or without this state; 

E) Elect or appoint directors, officers, 
employees and agents of the institution; 

F) Make and amend bylaws not incon- 
sistent with its articles of incorporation or
with the laws of this state for managing the
business and regulating the affairs of the in- 
stitution; 

G) Make donations for the public wel- 
fare or for charitable, scientific or educa- 

tional purposes; 

H) Transact any lawful business that
will aid governmental policy; 

I) Pay pensions and establish pension
plans, and share option plans and benefit or

incentive plans for any or all of its current
or former directors, officers, employees and
agents; 

J) Be a promoter, partner, member, as- 

sociate or manager of any partnership, joint
venture, trust or other enterprise; and

K) Cease its corporate activities and
surrender its corporate franchise; 

c) The powers granted to institutions by
the Bank Act; 

d) The power to be licensed under ORS
744.002 as an agent to transact one or more
of the classes of insurance described in ORS
744. 115 except for title insurance; and

e) All powers necessary or convenient to
effect any or all of the purposes for which
the institution is organized or to perform any
or all of the acts expressly or impliedly au- 
thorized or required under the Bank Act. 

2) With respect to any exercise of the
power granted under subsection ( 1)( d) of this

section, other than the licensing of the insti- 
tution to transact livestock insurance, mort- 
gage insurance, motor vehicle physical

damage insurance, credit life insurance, 
credit health insurance, credit insurance or

lenders property insurance, as these classes
of insurance are described in ORS 744. 115: 

a) The conduct by the institution of in- 
surance agency activities shall be subject to
the approval of the Director of the Depart- 
ment of Consumer and Business Services. 

The director shall base consideration for ap- 
proval on the condition of the institution, the

adequacy of a formal business plan for the
insurance activities and the existence of sat- 

isfactory management for the insurance ac- 
tivity. 

b) The director may revoke or restrict
the ongoing authority of the institution to
engage in the insurance agency activity if
the condition of the institution substantially
deteriorates or if the insurance activities are

adversely affecting the institution. 
c) If the insurance agency activity is

conducted in a branch or office in which the

institution carries on its banking business, 
the insurance agency activity shall be phys- 
ically separated from those parts of the
premises in which the institution carries on

the banking business. 
d) All persons who act on behalf of the

institution to transact insurance, as that

term is defined in ORS 731. 146, other than to
transact livestock insurance, mortgage in- 
surance, motor vehicle physical damage in- 
surance, credit life insurance, credit health

insurance, credit insurance or lender' s prop- 
erty insurance, as these classes of insurance
are described in ORS 744.115, shall be en- 
gaged only in the insurance agency activity
and shall not in any manner perform any
other work for the institution. 

e) Prior to selling any policy of insur- 
ance, the institution shall disclose in writing
to the purchaser that the purchaser shall not

be required to purchase the insurance from
the institution as a condition of obtaining
any service from or engaging in any trans- 
action with the institution. 

f) The institution shall file a written re- 
port with the director no later than March

31 each year disclosing the insurance activ- 
ities of the institution. The required contents
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of the report shall be established by the di- 
rector by rule. The reports filed with the di- 
rector under this paragraph shall be
available for public inspection in the office
of the director. 

3) An institution licensed to transact in- 

surance shall not in any manner use cus- 
tomer information obtained from another

insurance agent to promote, develop or so- 
licit insurance business for the institution
unless the other insurance agent consents to
such use of the customer information. 
Amended by 1973 c.797 § 72; 1973 c.823 § 140; 1974 s.s. c.36
23; 1987 c.197 § 4; 1987 c.916 § 1; 1989 024 §36; 1989 c.331

28; 1989 c.701 § 641

707.320 Membership in Federal Re- 
serve System; member bank, officers, di- 
rectors and shareholders subject to

duties and, liabilities imposed by laws of
this state. ( 1) As used in this section: 

a) " Federal Reserve Board" means the

Federal Reserve Board created and described
in the Federal Reserve Act. 

b) " Federal Reserve Bank" means the
Federal Reserve Banks created and organized

under authority of the Federal Reserve Act. 
c) " Member bank" means any bank

which becomes a member of one of the Fed- 
eral 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 in 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 if such

powers were specifically enumerated and de- 
scribed 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 right, 

however, is expressly reserved to revoke or
to amend the powers conferred by this sec- 
tion. 

4) A compliance on the part of any
member bank with the reserve requirements
of the Federal Reserve Act is a full compli- 
ance with the laws of this state which re- 
quire 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 is
required under the terms of the Federal Re- 
serve Act. 

5) A member bank is subject to the

supervision and examination required by the
laws of this state. The Federal Reserve Board
may also make examinations. The authorities
of this state having supervision over a bank

may disclose to the Federal Reserve Board, 
or to examiners appointed by it, all informa- 
tion in reference to the affairs of any bank
which has become, or desires to become, a
member of a Federal Reserve Bank. 

6) A member bank and its directors, 
principal officers and stockholders are sub- 

ject to all liabilities and duties imposed upon
them by the laws of this state. [ Amended by
1973 097 §731

707.330 Obtaining benefit of federal
banking laws. An institution 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 substi- 
tuted therefor, and any rules and regulations
promulgated pursuant thereto, in so far as

the Act or any Act substituted therefor per- 
tains to institutions. [ Amended by 1973 c.797 § 741

707.340 Obtaining benefit of federal
laws for relief of institutions. With the
a proval of the Director of the Department
of Consumer and Business Services and sub- 
ject to any limitations which the director
may prescribe, an institutiorr may take ad- 
vantage 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 in order to take full advan- 
taL7e of the benefits of the law. [ mended by
193 c.797 § 751

707.345 [ 1963 c. 500 § 2; repealed by 1973 x797 § 4281

707.350 Increase or decrease of capital
stock; authorization procedure; conver- 

sion of surplus fund into paid -in capital. 
1) Subject to the approval of the Director of

the Department of Consumer and Business

Services, an institution may increase or re- 
duce its capital stock, but not below the
minimum rovided by ORS 707.050, by filing
articles or amendment. The increase or re- 
duction in the capital stock shall become ef- 
fective upon issuance by the section of the
certificate of amendment. 

2) An institution shall not issue any
certificate 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 increased capital
stock shall be paid in the same manner as
required in the organization of an institution. 

However, the whole or any part of the sur- 
plus fund of an institution, if held as the ex- 

clusive 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 is con- 
verted into paid -in capital, surplus shall be
restored in the manner provided for under
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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 issue the number of
shares of capital stock stated in its articles
of incorporation or the amendments thereto. 
Amended by 1969 c.635 § 2; 1973 c.797 § 76; 1977 035 §16; 
1983 07 §41

707.355 Exchange of capital stock for
assets and liabilities of another corpo- 
ration; approval of exchange; increase of
capital stock. ( 1) An institution may adopt
and perform a plan to exchange capital stock

of the institution for substantially all of the
assets and liabilities of another corporation
if: 

a) The assets and liabilities are of a kind
that the institution is authorized to own; and

b) The plan has the approval of the Di- 
rector of the Department of Consumer and
Business Services and of the stockholders

having two- thirds of the stock of the institu- 
tion entitled to vote. 

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

a) A description of all material pro- 
visions of the plan; 

b) A proposed notice of stockholders

meeting, proxy and proxy statement; 

c) The number of shares authorized but
unissued to be allocated to the plan; 

d) The proposed amendments to articles

of incorporation creating authorized but un- 
issued stock with respect to which no

prescriptive rights shall attach; 

e) A provision in the plan that an officer
of the institution who has a conflict of in- 
terest shall not participate in the adminis- 
tration of the plan; and

fl A statement of evidence showing the
plan is fair to the banking institution, the
other corporation and their stockholders, is

not contrary to the public interest, and

would promote the public convenience and
advantage. 

3) An institution may, by amendment of
its articles of incorporation, authorize an in- 
crease of its capital stock in the category of
authorized but unissued stock in the per- 
formance of a plan that is approved as re- 

quired by subsection ( 1) of this section. 
4) An increase in capital as authorized

by this section shall not affect loan limits or
other restrictions based on capital or capital
and surplus until the institution certifies un- 
der oath to the director that the exchange
of the stock for the assets and liabilities, as

authorized by the plan, has been completed. 
1977 035 §151

707.360 [ Amended by 1969 c.635 § 3; repealed by 1973
c. 797 § 4281

707.370 Reduction of capital stock; 
surrender of certificates. If the capital
stock of an institution is reduced, as pro- 
vided in ORS 707.350, every stockholder, 
owner or holder of any stock certificate shall
surrender the certificate for cancellation and
shall receive a new certificate for that por- 

tion of the stock remaining in force after the
reduction has been made. Any stock certif- 
icate which is not surrendered for cancella- 
tion and reissue, is void as to the amount

represented by the decrease. Dividends shall
not be paid to any stockholder until the old
certificate has been surrendered and can- 
celed. [ Amended by 1973 097 §781

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 its 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 is past due and unpaid; and

b) Upon which final judgment has been
obtained but for more than one year judg- 
ment has been unsatisfied and interest has
not been paid. 

3) All assets or depreciation charged off
as required by the Director of the Depart- 
ment of Consumer and Business Services or
an examiner. 

4) All accrued expenses, interest and
taxes of the institution. [ Amended by 1973 c. 797

791

707.390 [ Repealed by 1973 c.797 § 4281

707.400 Conditions precedent to divi- 
dend declaration and payment. ( 1) Before
any dividend is declared or the net profits for
the period covered by the dividend are in 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 Director of the Department of

Consumer and Business Services may require
any institution to suspend the payment of
any dividends until the institution complies
with all the provisions of the Bank Act. 
Amended by 1963 c.580 § 82; 1973 097 §801

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 in the manner required by the Di- 
rector of the Department of Consumer and
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Business Services. 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 is held was the
basis of the decision of the board. [ Amended

by 1963 c. 195 § 4; 1973 097 §811

707.420 Losses charged to surplus. 
usrestoration of surpl before dividend

payment. Any loss sustained by any institu- 
tion in excess of its undivided profits shall
be charged to its surplus fund. Its surplus
fund shall be reimbursed from the earnings. 
If the surplus fund at the time of the re- 
duction does not exceed 50 percent of the

paid -up capital, dividends shall not be de- 
clared or paid in excess of one -half of its net
earnings until the surplus fund is restored to
at least the amount from which the surplus

was originally reduced. [ Amended by 1973 097
821

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

a) " Bank" includes any banking institu- 
tion, national bank, extranational institution

or foreign institution doing business in this
state. 

b) " Emergency" means an 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 imminent or existing threat to the
safety or security of persons or property. 

2) The following days are holidays for
purposes of this section: 

a) Each Sunday. 
b) New Year' s Day on January 1. 
c) Martin Luther King, Jr.'s birthday on

the third Monday in January. 
d) Presidents Day on the third Monday

in February. 
e) Memorial Day on the last Monday in

May. 

f) Independence Day on July 4. 
g) Labor Day on the first Monday in

September. 

h) Veterans Day on November 11. 
W Thanksgiving Day on the fourth

Thursday in November. 
0) Christmas Day on December 25. 

3) When a holiday listed in subsection
2) of this section falls on Saturday, the pre- 

ceding Friday shall be a holiday. When a
holiday listed in subsection ( 2) of this sec- 

tion, other than a Sunday, falls on a Sunday, 
the succeeding Monday shall be a holiday. 

4) Any bank may remain closed on Sat- 
urdays with respect to all or any of its
banking and other functions. 

5) Subject to any applicable federal law
or regulation, an office of a bank may be
closed for any part or all of a banking day if
the times or days which the office is open
are posted on the premises of the office. 

6) A bank shall not be open for the gen- 

eral conduct of banking business on any hol- 
iday. However, nothing in this section shall
be construed to prohibit a bank from engag- 
ing on a holiday in activities that do not
collectively constitute being open for the
general conduct of banking business. For
purposes of this subsection, a bank is open
for the _general conduct of banking business
if its office or offices are open to the public

for carrying on substantially all business
functions of the bank. 

7) When the Director of the Department
of Consumer and Business Services deter- 
mines that an emergency exists, the director
may authorize the closing 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
principal 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 holidays, during
the continuation of the emergency. A bank
closing an office or branch under this sub- 
section shall give prompt notice of its action
to the director, or in the case of a national

bank, to the Comptroller of the Currency. 
9) The principal officers of a bank may

close the principal office or any branch of
the bank on any day designated, by procla- 
mation of the President of the United States

or the Governor of this state, as a day of
mourning, rejoicing, or other special

observance. 

10) When any obligation payable at, by
or through a bank falls due on a day on
which the bank remains closed under this
section, it shall be due and payable on the

next business day on which the bank is open. 
Any act authorized, required or permitted to
be performed at, by or with respect to any
bank on a day on which the bank remains so
closed may be performed on the next busi- 
ness day on which the bank is open, and no
liability or loss of rights of any kind shall
result from the closing. [ Amended by 1961 c.57

1; 1973 097 §83; 1975 c.544 §9; 1985 c.627 § 1; 1989 c.582
l; 1989 x596 §11

707.440 Challenge to validity of insti- 
tution action; prohibition; exceptions. ( 1) 
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Except -as provided in subsection ( 2) of this

section, the validity of an institution's action
may not be challenged on the ground that
the institution lacks or lacked power to act. 

2) An institution' s power to act may be
challenged: 

a) In a proceeding by a shareholder
against the institution to enjoin the act; or

b) In a proceeding by the institution, di- 
rectly, derivatively or through a receiver, 
trustee or other legal representative, against
an incumbent or former director, officer, em- 
ployee or agent of the institution. . 

3) In a shareholders proceeding under
subsection ( 2)( a) of this section to enjoin an

unauthorized act, the court may enjoin or set
aside the act, if equitable and if all affected

persons are parties to the proceeding, and
may award damages for loss other than an- 
ticipated profits suffered by the institution
or another party because of enjoining the
unauthorized act. [ 1989 c.324 § 381

707.450 Authority to act as insurer. 
Nothing in ORS 707.310, 708.430, 715.075, 
716.594, 716.610, 744.066, 744.115, 746. 195 and
746.211 shall be construed to permit a bank- 

ing institution, a bank holding company or
any subsidiary of a banking institution or
bank holding company to act as insurer, as
defined in ORS 731. 106. [ 1987 c.916 § 121

Note: 707.450 was enacted into law by the Legisla- 
tive Assembly but was not added to or made a part of
ORS chapter 707 or any series therein by legislative
action. See Preface to Oregon Revised Statutes for fur- 
ther explanation. 

STOCKHOLDERS, DIRECTORS
AND OFFICERS

Stockholder Meetings) 

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 within
120 days after the close of the fiscal year of
the institution. If an institution was issued

one or more orders by the director under
ORS 706.580 within the fiscal year imme- 

diately preceding the date of the stockhold- 
ers' meeting, the institution shall include in
every notice required for the stockholders' 
meeting under ORS 707.611: 

a) A copy of ORS 706.580; and
b) A statement that the institution re- 

ceived such an order or orders. 

2) A special meeting of stockholders may
be called at any time by the chief executive
officer, a majority of the board of directors, 
any other person or group authorized by the
articles of incorporation or bylaws of the in- 

stitution to call such meetings, or not fewer

than three stockholders holding in the ag- 
gregate not less than one -third of the out- 

standing capital stock of the institution. The
articles of incorporation or bylaws of the in- 

stitution may reserve to an officer or the
board of directors the authority to designate
the time and place of such a meeting How- 
ever, the meetings shall be held in 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 call for
the meeting is issued. [ Amended by 1957 c.59 § l; 
1967 c. 170 § 1; 1973 c.797 § 84; 1983 c. 296 § 3; 1985 c.786 § 27; 
1987 c.177 § 1; 1989 c.324 § 39] 

707.611 Notice of meeting. Written or
printed notice stating the place, date and

our of the meeting and, in case of a special
meeting, the purpose or purposes for which
the meeting is called shall be delivered not
less than 10 days nor more than 50 days be- 
fore the date of the meeting, either per- 

sonally or by mail, by or at the direction of
the president, the secretary or the officer or
persons calling the meeting, to each share- 
holder of record entitled to vote at such

meeting. If mailed, such notice shall be
deemed to be delivered when deposited in the
United States mail addressed to the share- 
holder at the shareholder' s address as it ap- 
pears on the stock transfer books of the
institution, with postage prepaid. [ 1989 c.324

43] 

707.612 Action without meeting. Any
action required by this chapter to be taken
at a meeting of the shareholders or directors
of an institution or any other action which
may be taken at a meeting of the sharehold- 
ers, directors or of a committee may be taken
without a meeting if a consent in writing
setting forth the action so taken shall be
signed by all of the shareholders or directors
or all of the members of the committee enti- 
tled to vote with respect to the subject mat- 
ter thereof. The action shall be effective on
the date on which the last signature is
placed on the consent or consents or at such

earlier time as is set forth therein. Such
consent or consents shall have the same
force and effect as a unanimous vote of such
shareholders, directors or committee mem- 

bers and may be stated as such in any arti- 
cles or document filed under this chapter. 
1989 c.324 § 521

707.613 Shareholder waiver of notice. 
A shareholder may, at any time, waive any
notice required by this chapter, the articles
of incorporation or bylaws. The waiver must

be in writing, be signed by the shareholder
entitled to the notice and be delivered to the
institution for inclusion in the minutes for

filing with the corporate records. [ 1989 c.324
51] 
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707.615 Record date. (1) For the purpose

of determining shareholders entitled to no- 
tice of or to vote at any meeting of share- 
holders or any adjournment thereof or

entitled to receive payment of any dividend, 
or in order to make a determination of

shareholders for any other proper purpose, 
the board of directors of an institution may
provide that the stock transfer books shall
be closed for a stated period, not to exceed

in any case 50 days. If the stock transfer
books shall be closed for the purpose of de- 

termining the shareholders entitled to notice
of or to vote at a meeting of shareholders, 
such books shall be closed for at least 10

days immediately preceding such meeting. 

2) In lieu of closing the stock transfer
books, the bylaws or, in the absence of an
applicable bylaw, the board of directors may
fix in advance a date as the record date for

any such determination of shareholders. The
record date, in any case, shall be not more
than 50 days and, in the case of a meeting
of shareholders, not less than 10 days prior
to the date on which the particular action, 

requiring such determination of sharehold- 
ers, is to be taken. If the stock transfer
books are not closed and no record date is
fixed for the determination of shareholders

entitled to notice of or to vote at a meeting
of shareholders, or shareholders entitled to
receive payment of a dividend, the date on

which notice of the meeting is mailed or the
date on which the resolution of the board of

directors declaring such dividend is adopted, 
as the case may be, shall be the record date
for such determination of shareholders. 

3) When a determination of shareholders

entitled to vote at any meeting of sharehold- 
ers has been made as provided in this sec- 

tion, such determination shall apply to any
adjournment thereof. ( 1989 c.324 § 441

707.617 Shareholders list for meeting. 
1) The officer or agent having charge of the

stock transfer books for shares of an institu- 
tion shall make, at least 10 days prior to

each meeting of shareholders, a complete list
of the shareholders entitled to vote at such

meeting or any adjournment thereof. The list
shall be arranged in alphabetical order, with
the address of and the number of shares held

by each shareholder and, for a period of 10
days prior to such meeting, shall be kept on
file at the registered office of the institution

and shall be subject to inspection by any
shareholder at any time during usual busi- 
ness hours. Such list also shall be produced
and kept open at the time and place of the

meeting and shall be subject to the inspec- 
tion of any shareholder during the whole
time of the meeting. The original stock
transfer books shall be prima facie evidence
as to which shareholders are entitled to ex- 

amine such list or transfer books or to vote

at any meeting of shareholders. 

2) Failure to comply with the require- 
ments of this section shall not affect the va- 

lidity of any action taken at such meeting. 
3) An officer or agent having charge of

the stock transfer books who fails to prepare

the list of shareholders, to keep it on file for
a period of 10 days prior to each meeting of
shareholders or to produce and keep it open
for inspection at the meeting, as provided in
this section, shall be liable to any share- 
holder suffering damage on account of such
failure, to the extent of such damage. [ 1989

c.324 645) 

707.619 Voting entitlement of shares. 
1) Each outstanding share, regardless of

class, shall be entitled to one vote on each

matter submitted to a vote at a meeting of
shareholders, except to the extent that the

voting rights of the shares of an class or

classes are limited or denied by the articles
of incorporation as permitted by the Bank
Act. 

2) Neither treasury shares, nor shares
of its own stock held by an institution in a
fiduciary capacity, nor shares held by an- 
other corporation if a majority of the shares
entitled to vote for the election of directors
of such other corporation is held by the in- 
stitution shall be voted at any meeting or
counted in determining the total number of
outstanding shares at any given time. The
prohibition of this subsection does not apply
if, under the terms of a trust in which such
shares are held, the manner in which such

shares shall be voted may be determined by
the trustee, by a donor or beneficiary of the
trust or by some other person named in 'the
trust, and such shares are actually voted in
the manner determined or directed by the
trustee, donor, beneficiary or other person so
authorized. 

3) A shareholder may vote either in per- 
son or by pro %y executed in writing by the
shareholder or by the shareholders duly au- 
thorized attorney in fact. No proxy shall be
valid after 11 months from the date of its
execution, unless otherwise provided in the

proxy. 

4) At each election for directors, every
shareholder entitled to vote at such election
shall have the right to vote, either in person

or by proxy, the number of shares owned by
the shareholder for as many persons as there
are directors to be elected and for whose
election the shareholder has a right to vote. 
If the articles of incorporation specifically
permit cumulative voting, every shareholder
shall have the right to cumulate the share- 

holder' s votes either by giving one candidate
as many votes as the number of such direc- 
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tors multiplied by the number of the share- 
holder' s shares shall equal or by distributing
such votes on the same principle among any
number of such candidates. 

5) Shares standing in the name of an- 
other domestic or foreign corporation may be
voted by such officer, agent or proxy as the
bylaws of such corporation may prescribe or, 
in absence of such provision, as the board of

directors of such corporation may determine. 
6) Shares held by an administrator, ex- 

ecutor, guardian or conservator may be voted
by such person, either in person or by proxy, 
without a transfer of such shares into such
person' s name. Shares standing in the name
of a trustee may be voted by the trustee, ei- 
ther in person or by proxy, but no trustee
shall be entitled to vote shares held by the
trustee without a transfer of the shares to
the name of the trustee. 

7) Shares standing in the name of a re- 
ceiver may be voted by such receiver, and
shares held by or under control of a receiver
may be voted by such receiver without a
transfer into the receiver' s name if authority
to do so is contained in an appropriate order

of the court by which such receiver was ap- 
pointed. 

8) A shareholder whose shares are

pledged shall be entitled to vote such shares
until the shares have been transferred into
the name of the pledgee, and thereafter the

pledgee shall be entitled to vote the shares
so transferred. 

9) On and after the date on which writ- 
ten notice of redemption of redeemable

shares has been mailed to the holders thereof
and a sum sufficient to redeem such shares
has been deposited with another institution

with irrevocable instruction and authority to
pay the redemption price to the holders
thereof upon surrender of certificates there- 

for, such shares shall not be entitled to vote
on any matter and shall not be deemed to be
outstanding shares. ( 1989 024 §471

707.620 Special stockholder meeting. If
the Director of the Department of Consumer
and Business Services considers it expedient

the director may call a meeting of the stock- 
holders of any institution by giving 15 days' 
notice of the meeting to the stockholders in
the manner prescribed in the bylaws of the

institution for giving notice to stockholders. 
All necessary expense incurred in the serv- 
ing of the notice shall be paid by the insti- 
tution. [ Amended by 1973 c.797 § 851

707.621 Quorum. ( 1) Unless otherwise
provided in the articles of incorporation, a

majority of the shares entitled to vote, rep- 
resented in person or by proxy, shall consti- 
tute a quorum at a meeting of shareholders, 
but in no event shall a quorum consist of

less than one -third of the shares entitled to

vote at the meeting. If a quorum is present, 
the affirmative vote of the majority of the
shares represented at the meeting and enti- 
tled to vote on the subject matter shall be
the act of the shareholders, unless the vote

of a greater number or voting by classes is
required by the Bank Act or the articles of
incorporation. 

2) The shareholders present at a duly
organized meeting may continue to transact
business until adjournment, notwithstanding
the withdrawal of enough shareholders to
leave less than a quorum. [ 1989 024 §461

707.623 Modification of voting require- 
ments. Whenever, with respect to any action
to be taken by the shareholders of an insti- 
tution, the articles of incorporation require
the vote or concurrence of the holders of a

greater proportion of the shares, or of any
class or series thereof, than that required by
this chapter with respect to such action, the
provisions of the articles of incorporation
shall control. [ 1989 c.324 § 481

707.625 Exemption from personal li- 

ability for good faith acts or omissions in
compliance with rule or order. A person

may not be held personally liable for an act
done or omitted by the person in good faith
and in compliance with a rule or order of the
Director of the Department of Consumer and
Business Services under this chapter regard- 
less of whether the rule or order is later
amended, rescinded or determined to be in- 

valid by judicial or other authority. [ 1987 c.445
4l

707.630 [ Repealed by 1973 097 §4281

Directors and Officers) 

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. 

2) At least one director shall be a resi- 
dent of the State of Oregon. [ Amended by 1973
c.797 § 86; 1985 086 §281

707.642 Organizational meeting of di- 
rectors. After the issuance of the certificate

of incorporation, an organization meeting of
the board of directors named in the articles
of incorporation shall be held, either within
or without this state, at the call of a major- 

ity of the incorporators, for the purpose of
adopting bylaws, electing officers and trans- 
acting such other business as may come be- 
fore the meeting. The incorporators who
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called the meeting shall give at least three
days' notice thereof by mail to each director
so named, which notice shall state the time

and place of the meeting. ( 1989 c.324 § 271

707.644 Board of directors executive
committee. If the articles of incorporation
or the bylaws so provide, the board of direc- 

tors, by resolution adopted by a majority of
all the directors in office when the action is

taken, may designate from among its mem- 
bers an executive committee and one or more
other committees. The executive committee
and one or more other committees, to the

extent provided in such resolution or in the
articles of incorporation or .the bylaws of the
institution, shall have and may exercise all
the authority of the board of directors in the
management of the institution. No such
committee shall have the authority of the
board of directors in reference to amending
the articles of incorporation; adopting a plan
of merger or consolidation; recommending to
the shareholders the sale, lease, exchange, 
mortgage, pledge or other disposition of all

or substantially all the property and assets
of the institution other than in the usual and

regular course of its business; recommending
to the shareholders a voluntary dissolution
of the institution or a revocation thereof; or

amending the bylaws of the institution. The
designation of such committees and the de- 

legation thereto of authority shall not oper- 
ate to relieve the board of directors, or any
member thereof, of any responsibility im- 
posed upon the board of directors or such

member by law. [ 1989 c.324 § 501

707.646 Staggered terms for directors. 
If there are six or more directors, the arti- 

cles of incorporation or the bylaws may pro- 
vide for staggering their terms by dividing
the total number of directors into two or
three groups, with each group to be as nearly
equal in number as possible. In that event, 

the terms of directors in the first group ex- 
pire at the first annual shareholders' meeting
after their election; the terms of the second

group expire at the second annual share- 
holders' meeting after their election; and the
terms of the third group, if any, expire at the
third annual shareholders' meeting after
their election. Thereafter, directors shall be
chosen for a term of two years or three

years, as the case may be, to succeed those
whose terms expire. If the institution has

cumulative voting, terms of directors may be
staggered only if authorized by the articles
of incorporation, and no class shall have
fewer than three members. ( 1989 024 §261

707.648 Removal of directors by
shareholders. ( 1) The shareholders may re- 
move one or more directors with or without
cause unless the articles of incorporation

provide that directors may be removed only
for cause. 

2) If a director is elected by a voting
group of shareholders, only the shareholders
of that voting group may participate in the
vote to remove the director. 

3) If cumulative voting is authorized, a
director may not be removed if the number
of votes sufficient to elect the director under

cumulative voting is voted against the direc- 
tor's removal. If cumulative voting is not
authorized, a director may be removed only
if the number of votes cast to remove the
director exceeds the number of votes cast not
to remove the director. 

4) A director may be removed by the
shareholders only at a meeting called for the
purpose of removing the director, and the
meeting notice must state that the purpose, 
or one of the purposes, of the meeting is re- 
moval of the director. ( 1989 c.324 § 491

707.660 ( Amended by 1973 c.797 § 87; 1975 0.544 § 9a; 
1977 c. 135 § 17; 1983 c.37 § 5; repealed by 1983 c.296 § 121

707.660 Oath of directors; oath of res- 
ident agents of foreign or extranational
institutions. (1) Each director and officer of
an institution and each resident officer, 

manager or agent of any foreign or extrana- 
tional institution, when initially 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, man- 
ager or agent, diligently and honestly admin- 
ister the affairs of the institution or foreign
or extranational institution, and that the di- 
rector, officer,- manager or agent will not

knowingly vioate or permit to be violated
any of the provisions of law applicable to the
institution or the foreign or extranational
institution. 

2) The oath shall be subscribed by the
director, officer, manager or agent taking it, 
certified by. the officer before whom it is
taken and immediately transmitted to the
Director of the Department of Consumer and
Business Services. [ Amended by 1973 097 §88; 1975
025 §71

707.670 Regular meetings of directors; 

quorum; meetings by telephone. (1)( a) The
board of directors of an institution shall hold
regular meetings as provided in this sub- 
section. 

b) Unless paragraph ( c) of this sub- 

section is applicable, the board of directors
shall hold a regular meeting at least once
every month. 

c) Notwithstanding paragraph ( b) of this
subsection, with the approval of the director, 

the board of directors of an institution may
hold regular meetings as infrequently as
once each calendar quarter. 
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2) A quorum at any meeting of the board
of directors shall consist of. 

a) If the institution has a fixed board
size, a majority of the members of the whole
board. 

b) If the institution has a variable-range

board size, a majority of the number of di- 
rectors prescribed or, if no number is pre- 

scribed, a majority of the number in office
immediately before the meeting begins. 

3) If less than a quorum of directors is

present at a meeting, they may adjourn until
the next meeting. 

4) If a quorum is present when a vote is

taken, the affirmative vote of a majority of
directors present is the act of the board of

directors unless the articles of incorporation
or bylaws require the vote of a greater num- 
ber of directors. 

5) Meetings of the board of directors, 

regular or special, may be held either within
or without this state. 

6) Regular meetings of the board of di- 

rectors may be held with or without notice
as prescribed in the bylaws. Special meetings
of the board of directors shall be held upon
such notice as is prescribed in the bylaws. 

Attendance of a director at a meeting shall
constitute a waiver of notice of such meet- 

ing, except where a director attends a meet- 
ing for the express purpose of objecting to
the transaction of any business because the
meeting is not lawfully called or convened. 
Neither the business to be transacted at nor
the purpose of any regular or special meeting
of the board of directors need be specified in
the notice or waiver of notice of such meet- 

ing unless required by the bylaws. 
7) Unless otherwise restricted by the ar- 

ticles of incorporation or bylaws, members
of the board of directors of an institution or

any committee designated by the board may
hold a meeting of the board or committee by
means of conference telephone or similar
communications equipment that allows all

persons participating in the meeting to hear
each other. Participation in a meeting under
this subsection shall constitute presence in

pperson at the meeting. [ Amended by 1963 c. 166
l; 1973 c.797 § 89; 1983 c.296 §4; 1989 024 §40; 1993 c.255
11

707.675 Report of loans and invest- 
ments. The board of directors shall desig- 
nate an officer of the institution to prepare

and submit to the board at every monthly
meeting or to an executive committee of not
less than three , members of the board of di- 
rectors a report, in such detail as the board

may direct, of the loans and investments
made during the ' preceding month or since
the last report, and the aggregate of the
loans to all officers, directors and employees. 

The board of directors shall examine and
pass upon the report and make it a part of

the record of the meeting by recording the
report in full in the minutes. The record
shall show their approval or disapproval of
the report and be signed by each director
present at the meeting. [ 1973 -. 797 § 901

707.680 Special meetings of directors; 
failure to attend. ( 1) The Director of the
Department of Consumer and Business Serv- 

ices may call a meeting of the board of di- 
rectors of any institution 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 is subject to a
penalty of $100 for each day the director fails
to appear pursuant to the notice. The penalty
shall be collected in the manner prescribed
by ORS 706.570. [ amended by 1973 097 §911

707.690 Filling director vacancy. Sub - 
tect to ORS 707.705, any vacancy in the

oard of directors may be filled by the board
for the unexpired term at the first regular

meeting after the vacancy occurs. [ amended

by 1985 086 §291

707.700 Selection and control of offi- 

cers by directors; effect of removal of of- 
ficers or chief executive. ( 1) After a
charter has been issued to an institution, the
board of directors shall elect a chief execu- 
tive officer who shall also be a director, a
president who also may be the chief execu- 
tive officer, and at least one vice president
and may appoint a cashier, a treasurer and
all necessary officers and employees. 

2) The board of directors may define the
duties, fix the compensation, dismiss, fill va- 
cancies and require bonds or irrevocable let- 
ters of credit for the faithful performance of
the duties of the employees 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. 

4) Any officer or agent elected or ap- 
pointed by the board of directors may be re- 
moved by the board of directors whenever, in
its judgment, the best interests of the insti- 

tution will be served thereby, but such re- 
moval shall be without prejudice to the

contract rights, if any, of the person so re- 
moved. Election or appointment of an officer
or agent shall not of itself create contract
ngghts. [ Amended by 1973 c.797 § 92; 1983 c.37 § 6; 1985
C. § 32; 1989 024 §41; 1991 c.331 § 1101

707.705 Investigation of new director, 
president and chief executive officer; fin- 

gerprinting, disapproval of election or
appointment. ( 1) After a charter has been
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issued to a banking institution, before a per- 
son 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 Consumer and Business
Services, with any information about the
person that the director may require. 

2) The director shall investigate each
person whose name is submitted under this
section to 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 in- 
formation for the directors further inquiry. 
For the purpose of such further inquiry, the
director may regwire the person to submit to
fingerprinting. Fingerprints acquired under
this subsection may be submitted to appro- 
priate law enforcement agencies, including
the Federal Bureau of Investigation, for the

purpose of discovering any unlawful activ- 
ities of the person. 

3) The director may disapprove the

election or appointment of the person for any
reason stated in ORS 707. 145. The director

shall issue the disapproval in writing to the
board of directors that submitted the per- 

son' s name. A copy of the disapproval shall
be served persona or by certified mail
upon the disapprove person. The disapproval

may be issued without a prior administrative
hearing. 

4) A person whom the director disap- 
proves under this section may appeal the
disapproval as a contested case pursuant to
ORS 183.415 to 183.500. [ 1985 086 §311

707.710 Removal of officer, director, 
resident manager, agent. ( 1) For any rea- 
son specified in subsection ( 2) of this section, 
the Director of the Department of Consumer

and Business Services 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 re- 
move a resident officer, manager or agent of

the foreign or extranational institution. 

2) The Director of the Department of

Consumer and Business Services may issue
an order of removal under subsection ( 1) of
this section: 

a) For any reason stated in ORS 707. 145; 
or

b) If the person who is the subject of the

order has refused otherwise to comply with
any written requirements or instructions of
the director. 

3) An order of removal under this sec- 
tion shall be in writing and may be issued

707.735

without a prior administrative 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 per- 
son from office. 

5) The person suspended from office may
appeal the order of the director as a con- 
tested case under ORS 183.415 to 183. 500. 

6) Upon expiration of the period in
which to file an appeal under ORS 183.415 to
183. 500 or when the order of the director is
affirmed on appeal, the board of directors by
resolution shall remove the person from of- 
fice and declare the office vacant. 

7) Any officer or director of a banking
institution or any resident officer, manager
or agent of a foreign or extranational insti- 
tution who is suspended or removed under

this section shall not act in any official ca- 
pacity, conduct any of the business of the
institution or have access to the books, re- 
cords or assets of the institution as an offi- 
cer, director, stockholder, resident officer, 

manager or agent, without receiving permis- 
sion from the director. [ Amended by 1973 c.797
93; 1983 c.296 § 5; 1985 062 038,38a; 1985 086 §331

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, willfully do any act which
is expressly forbidden by .the Bank Act or
omit to perform any duty imposed upon the
officer or director by the Bank Act. [ Amended

by 1973 097 §941

707.730 Official communications from
Department of Consumer and Business

Services; submission to directors. Every
official communication directed by the Di- 
rector of the Department of Consumer and

Business Services or any examiner to an in- 
stitution or to any officer of an institution, 
relating to an investigation or examination
conducted by the Department of Consumer
and Business Services or containing - sug- 
gestions or recommendations as to the con- 
duct of the business of the institution, shall

be submitted .by the officer receiving it to the
board of directors at the next meeting of the
board and noted in the minutes of the meet- 
ing of the board in the manner prescribed by
the director. [ Amended by 1973 097 §95; 1985 062
391 - 

707.735 Officers and directors to notify
law enforcement officers of Bank Act vi- 
olations; investigations; costs. ( 1) If an of- 
ficer or director of an institution has reason
to believe that a person has violated any
provision of the Bank Act for which criminal
prosecution is provided, the officer or direc- 
tor shall give the information relative to the
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violation to the appropriate federal, state or

local law enforcement officer having juris- 
diction of the violation, and to the Director
of the Department of Consumer and Business
Services. 

2) If the matter is referred to a district

attorney or to the Attorney General, such
officer promptly shall investigate the vio- 
lation and institute such action against the
person as the information and investigation
requires or justifies. The cost of the investi- 

gation and action shall be paid by the county
or state in the manner in which other crimi- 
nal actions are paid. [ 1979 c.88 § 71

707.740 Examining committee; re- 

ports. ( 1) The board of directors of an insti- 

tution shall annually appoint an examining
committee of not fewer than three stock- 
holders of the institution who are not active
officers of the institution or not fewer than

three other persons who are approved by the
Director of the Department of Consumer and
Business Services. The examining committee
shall examine and study the report of each
examination made by bank supervising au- 
thorities and report to the board of directors
within 60 days after receipt of the report
relative to criticisms and suggestions con- 

tained in the report and comment on any
matter relative to the affairs of the institu- 
tion that in its judgment should be known to
the directors. The report shall be recorded in
the minute book of the institution, and a

certified copy transmitted to the director
within five days. 

2) The director may accept the report of
persons appointed with the approval of the

director in lieu of the report to be made by
the examining committee under subsection

1) of this section. [ Amended by 1973 097 §96; 1981
c.192 § 5; 1985 086 §341

Indemnification of Directors, Officers, 
Employees and Agents) 

707.744 Definitions for ORS 707.744 to
707.764. As used in ORS 707.744 to 707.764: 

1) " Director" means an individual who
is or was a director of an institution or an
individual who, while a director of an insti- 

tution, is or was serving at the institution' s
request as a director, officer, partner, trus- 
tee, employee or agent of another foreign or

domestic corporation, partnership, joint ven- 
ture, trust, employee benefit plan or other
enterprise. A director is considered to be

serving an employee benefit plan at the in- 
stitution' s request if the directors duties to
the institution also impose duties on or oth- 

erwise involve services by the director to the
plan or to participants in or beneficiaries of
the plan. " Director" includes, unless the

context requires otherwise, the estate or

personal representative of a director. 

2) " Expenses" includes counsel fees. 

3) " Institution" includes any domestic or
foreign predecessor entity of an institution in
a merger or other transaction in which the
predecessor' s existence ceased upon the con- 
summation of the transaction. 

4) " Liability" means the obligation to

pay a judgment, settlement, penalty or fine, 
including an excise tax assessed with respect
to an employee benefit plan or reasonable
expenses incurred with respect to a proceed- 

ing. 
5) " Officer" means an individual who is

or was an officer of an institution or an in- 
dividual who, while an officer of an institu- 
tion, is or was serving at the institution' s
request as a director, officer, partner, trus- 
tee, employee or agent of another foreign or

domestic corporation, partnership, joint ven- 
ture, trust, employee benefit plan or other
enterprise. An officer is considered to be

serving an employee benefit plan at the in- 
stitution' s request if the officer' s duties to
the institution also impose duties on or in- 

clude services by the officer to the employyee
benefit plan or to participants in or bdnefici- 
aries of the plan. " Officer" includes, unless
the context requires otherwise, the estate or
personal representative of an officer. 

6) " Party" includes an individual who
was, is or is threatened to be made a named

fedendant or respondent in a proceeding. 
7) " Proceeding" means any threatened, 

pending or completed action, suit or pro- 

ceeding, whether civil, criminal, administra- 
tive or investigative, and whether formal or
informal. [ 1989 024 §171

707.746 Authority to indemnify direc- 
tors. ( 1) Except as provided in subsection ( 4) 

of this section, an institution may indemnify
an individual made a party to a proceeding
because the individual is or was a director
against liability incurred in the proceeding
if: 

a) The conduct of the individual was in
good faith; 

b) The individual reasonably believed
that the individual' s conduct was in the best
interests of the institution, or at least not
opposed to its best interests; and

c) In the case of any criminal proceed- 
ing, the individual had no reasonable cause
to believe the individual' s conduct was un- 
lawful. 

2) A director' s conduct with respect to
an employee benefit plan for a purpose the

director reasonably believed to be in the best
interests of the participants in and benefici- 
aries of the plan is conduct that satisfies the
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requirement of subsection ( 1)( b) of this sec- 
tion. 

3) The termination of a proceeding by
judgment, order, settlement, conviction or

upon a plea of nolo contendere or its equiv- 
alent is not, of itself, determinative that the
director did not meet the standard of conduct
described in this section. 

4) An institution may not indemnify a
director under this section: 

a) In connection with a proceeding by
or in the right of the institution in which the
director was adjudged liable to the institu- 
tion; or

b) In connection with any other pro- 
ceeding charging improper personal benefit
to the director in which the director was
adjudged liable on the basis that personal
benefit was improperly received by the di- 
rector. 

5) Indemnification permitted under this
section in connection with a proceeding by
or in the right of the institution is limited to
reasonable expenses incurred in connection

with the proceeding. [ 1989 024 §181

707.748 Mandatory indemnification. 

Unless limited by its articles of incorpo- 
ration, an institution shall indemnify a di- 
rector who was wholly successful, on the

merits or otherwise, in the defense of any
proceeding to which the director was a party
because of being a director of the institution
against reasonable expenses incurred by the
director in connection with the proceeding. 
1989 c.324 § 191

707.749 [ 1985 086 §20; 1987 c.216 § 4; renumbered
707.849 in 19891

707.750 [ 1977 c.135 § 20; 1981 c. 192 § 6; repealed by
1985 086 §701

707.752 Advance for expenses. ( 1) An

institution may pay for or reimburse the
reasonable expenses incurred by a director
who is a party to a proceeding in advance of
final disposition of the proceeding if: 

a) The director furnishes the institution
a written affirmation of the director' s good
faith belief that the director has met the
standard of conduct described in ORS
707.746; and

b) The director furnishes the institution

a written undertaking, executed personally
or on the director' s behalf, to repay the ad- 
vance if it is ultimately determined that the
director did not meet the standard of con- 
duct. 

2) The undertaking required by sub- 
section ( 1)( b) of this section must be an un- 
limited general obligation of the director but
need not be secured and may be accepted
without reference to financial ability to
make repayment. 

707.756

3) Any authorization of payments under
this section may be made by provision in the
articles of incorporation, or bylaws, by a
resolution of the shareholders or board of

directors or by contract. [ 1989 c.324 § 201

707.754 Court - ordered indemnification. 
Unless the institution' s articles of incorpo- 
ration provide otherwise, a director of the

institution who is a party to a proceeding
may apply for indemnification to the court
conducting the proceeding or to another
court of competent jurisdiction. On receipt

of an application, the court, after giving any
notice the court considers necessary, may
order indemnification if it determines: 

1) The director is entitled to mandatory
indemnification under ORS 707. 748, in which
case the court shall also order the institution

to pay the director' s reasonable expenses in- 
curred to obtain court - ordered indemnifica- 
tion; or

2) The director is fairly and reasonably
entitled to indemnification in view of all the
relevant circumstances, whether or not the
director met the standard of conduct set
forth in ORS 707. 746 or was adjudged liable
as described in ORS 707.746 ( 4), whether the

liability is based on a judgment, settlement
or proposed settlement or otherwise. ( 1989

024 §211

707.755 [ 1985 086 §21; renumbered 707.855 in 19891

707.756 Determination and authori- 
zation of indemnification. ( 1) An institu- 

tion may not indemnify a director under ORS
707.746 unless authorized in the specific case
after a determination has been made that in- 
demnification of the director is permissible
in the circumstances because the director
has met the standard of conduct set forth in
ORS 707.746. 

2) A determination that indemnification
of a director is permissible shall be made: 

a) By the board of directors by majority
vote of a quorum consisting of directors not
at the time parties to the proceeding; 

b) If a quorum cannot be obtained under
paragraph ( a) of this subsection, by a major- 
ity vote of a committee duly designated by
the board of directors consisting solely of
two or more directors not at the time parties
to the proceeding. However, directors who
are parties to the proceeding may participate
in designation of the committee; 

c) By special legal counsel selected by
the board of directors or its committee in the
manner prescribed in paragraph ( a) or ( b) of
this subsection, or if a quorum of the board
of directors cannot be obtained under para- 
graph ( a) of this subsection and a committee

cannot be designated under paragraph ( b) of
this subsection, the special legal counsel

1993 -53 -39



707.758 FINANCIAL INSTITUTIONS

shall be selected by majority vote of the full
board of directors, including directors who
are parties to the proceeding; or

d) By the, shareholders. 
3) Authorization of indemnification and

evaluation as to reasonableness of expenses
shall be made in the same manner as the
determination that indemnification is per- 
missible, except that if the determination is
made by special legal counsel, authorization
of indemnification and evaluation as to rea- 

sonableness of expenses shall be made by
those entitled under subsection ( 2)( c) of this
section to select counsel. ( 1989 c.324 § 221

707.758 Indemnification of officers, 

employees and agents. Unless an insti- 
tution's articles of incorporation provide

otherwise: 

1) An officer of the institution is entitled

to mandatory indemnification under ORS
707.748 and is entitled to apply or court- 
ordered indemnification under TORS 707.754, 
in each case to the same extent as a director
under ORS 707.748 and 707.754. 

2) The institution may indemnify and
advance expenses under ORS 707. 744 to
707.762 to an officer, employee or agent of
the institution to the same extent as to a di- 
rector. ( 1989 c.324 § 231

707.760 ( 1985 c.786 § 22; renumbered 707.860 in 1989] 

707.762 Insurance. An institution ma
purchase and maintain insurance on beha

of an individual against liability asserted
against or incurred by the individual who is
or was a director, officer, employee or agent
of the institution or who, while a director, 
officer, employee or agent of the institution, 

is or was serving at the request of the insti- 
tution as a director, officer, partner, trustee, 
employee or agent of another foreign or do- 
mestic corporation, partnership, joint ven- 
ture, -trust, employee benefit plan or other

enterprise. The institution may purchase and
maintain the insurance even if the institu- 

tion has no power to indemnify the individ- 
ual against the same liability under ORS
707.746 or 707.748. [ 1989 024 §241

707.764 Application of ORS 707.744 to
707.762. ( 1) The indemnification and pro- 
visions for advancement of expenses provided

by ORS 707. 744 to 707.762 shall not be
deemed exclusive of any other rights to
which directors, officers, employees or agents

may be entitled under the institution' s arti- 
cles of incorporation or bylaws, any agree- 
ment, general or specific action of its board
of directors, vote of shareholders or other- 
wise, and shall continue as to a person who
has ceased to be a director, officer, employee
or agent and shall inure to the benefit of the
heirs, executors and administrators of such

a person. Specifically and not by way of lim- 

itation, an institution shall have the power

to make or agree to make any further in- 
demnification, including advancement of ex- 
penses, of. 

a) Any director as authorized by the ar- 
ticles of incorporation, any bylaws approved, 
adopted or ratified by the shareholders or
any resolution or agreement approved, 

adopted or ratified, before or after such in- 

demnification or agreement is made, by the
shareholders, provided that no such indemni- 

fication shall indemnify any director from or
on account of acts or omissions for which li- 
ability could not be eliminated under ORS
707. 110 ( 5)( c); and

b) Any officer, employee or agent who is
not a director as authorized by its articles
of incorporation or bylaws, general or spe- 
cific action of its board of directors or
agreement. Unless the articles of incorpo- 
ration, or any - such bylaws, agreement or

resolution provide otherwise, any determi- 
nation as to any further indemnity under this
paragraph shall be made in accordance with
ORS 707.756. 

2) If articles of incorporation limit in- 

demnification or advance of expenses, any
indemnification and advance of expenses are

valid only to the extent consistent with the
articles of incorporation. 

3) ORS 707.744 to 707. 762 do not limit
an institution' s power to pay or reimburse
expenses incurred by a director in con- 
nection with the director's appearance as a

witness in a proceeding at a time when the
director has not been made a named defend- 

ant or respondent to a proceeding. [ 1989 c.324
25l

OPERATIONAL AUDITS AND REVIEW
OF FINANCIAL STATEMENTS

707.849 Operational audit. (1) The board
of directors of a banking institution, in con- 
formance with standards adopted by the Di- 
rector of the Department of Consumer and
Business Services, shall cause to be con- 

ducted an opperational audit of the banking
institution. An operational audit: 

a) Shall be conducted by an independent
auditor, unless the director provides other- 
wise under ORS 707.860. An auditor for pur- 
poses of this paragraph must be a person

who is authorized by the State Board of Ac- 
countancy to engage in the practice of public
accounting. 

b) May be either a continuing audit or
an audit 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 directors and made a part of the
minutes of the regular meeting next follow- 
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ing submission of the audit or report. A copy
of each audit or report shall be submitted to

the director along with the following: 
a) A copy of the agreement, if any, un- 

der which the banking institution engaged
the services of the person who conducted the
audit. 

b) A copy of any correspondence from
the person who conducted the audit contain- 

ing comments, criticisms and suggestions as
to the conduct of the affairs of the banking
institution, if the comments, criticisms and
suggestions are not included in the audit it- 
self. 

3) Upon receipt of an operational audit

or report on a continuing audit, the board of
directors shall examine and study the audit
and, not later than the 90th day after receipt, 
shall inform the director in writing what ac- 
tions the board has taken in response to
comments, criticisms and suggestions con- 

tained in the audit, or in accompanying cor- 
respondence. [ Formerly 707.7491

7071855 Review of financial statement. 
1) The board of directors of a banking insti- 

tution, in conformance with standards

adopted by the Director of the Department
of Consumer and Business Services, shall

cause to be conducted a review of the finan- 

cial statement of the banking institution. The
review of the financial statement must com- 

ply with the rules adopted by the director
under ORS 707.860. The review:' 

a) Shall be conducted by an independent
auditor. 

b) Shall be conducted annually. 
2) Each review of the financial state- 

ment shall be submitted to the board of di- 
rectors 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 Consumer and Business Services along
with the following: 

a) A copy of the agreement, if any, un- 
der which the banking institution engaged
the services of the person who conducted the
review. 

b) A copy of any correspondence from
the person who conducted the review con- 

taining comments, criticisms and suggestions
as to the conduct of the affairs of the bank- 

ing institution, if the comments, criticisms
and suggestions are not included in the re- 
view itself. 

3) Upon receipt of a review of a finan- 
cial statement, the board of directors shall
examine and study the review and, not later
than the 90th day after receipt, shall inform
the director in writing what actions the
board has taken in response to comments, 

707.860

criticisms and suggestions contained in the

review or in correspondence accompanying
it. 

4) A banking institution shall provide a
copy of its financial statement to its stock- 
holders 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 opinion of

the person conducting it. 
5) Upon application of a banking insti- 

tution, the director may waive the require- 
ment of the review of the financial statement
for a particular year if the director deter- 

mines that the banking institution is suffi- 
ciently sound that such a review is not
necessary for that year. [ Formerly 707.7551

707.860 Adoption of rules governing
operational audits and reviews of finan- 
cial statements; investigation of auditors; 
waiver of audit; single audit report. ( 1) 
The Director of the Department of Consumer

and Business Services by rule: 
a) Shall adopt standards and establish

requirements for the operational audit re- 
quired under ORS 707.849. 

b) Shall adopt standards and establish
requirements for the review of the financial
statement required under ORS 707.855. The
standards shall be consistent with the state- 
ment on standards for accounting and review
services by the American Institute of Certi- 
fied Public Accountants, 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 op- 
erational audits and reviews of financial
statements. The director may establish dif- 
ferent standards for audits and reviews. The
director may provide that operational audits
may be conducted by a correspondent bank
of a banking institution. 

2) The director may investigate the gen- 
eral fitness, honesty and ability of any per- 
son employed to conduct an audit or review

and may disapprove the person for any rea- 
son stated in ORS 707. 145 or if the director

determines that the training and ability of
the person are inadequate to conduct a
proper audit or review. 

3) Upon application of a banking insti- 
tution, if. the director determines that the
banking institution and its system of internal
controls are sufficiently sound, the director
may waive the requirement under ORS
707.849 that the operational audit be con- 

ducted by an independent auditor. 
4) A banking institution, according to

standards adopted by the director, may sub- 
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mit to the director a single audit report in 707" [ Repealed by 1973 c.797 § 4281
satisfaction of the operational audit and the
review of the financial statement. [ Formerly
707.7601
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