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serve as chief executive officer of the
bank.

Indemnification of Directors, Officers,
and Employees (§ 7.2014)

Proposed § 7.2014 clarifies current
§ 7.5217 to state that a national bank
may indemnify certain individuals and
advance legal fees and expenses, subject
to certain limitations. Under proposed
§ 7.2014, a national bank may not
indemnify an individual where an
administrative proceeding results in a
final order assessing a civil money
penalty or requiring restitution, or a
final removal or prohibition order under
12 U.S.C. 1818 (e) or (g). Proposed
§ 7.2014 adds legal fees to the list of
expenses for which a national bank may
not indemnify an individual under such
circumstances.

The OCC invites comments on
whether the general provision
permitting indemnification is broad
enough to permit appropriate
indemnification in contexts outside of
administrative enforcement action.

The OCC also invites comment on
whether the term ‘‘institution-affiliated
party’’ should be added to the list of
individuals who a bank may not
indemnify under § 7.2014(b).

Proposed § 7.2014(c) also adds a new
paragraph that imposes certain
procedural requirements for national
banks that wish to advance expenses
and legal fees in connection with
administrative enforcement actions.
Under proposed § 7.2014, a national
bank may advance expenses and legal
fees if the disinterested members of the
board of directors determine, in good
faith, that there is a reasonable basis for
the individual to prevail on the merits;
that the individual has the financial
capacity to reimburse the bank if he or
she does not prevail; and that the
payment of the expenses by the bank is
not unsafe or unsound. The indemnified
individual must repay advances to the
bank, however, if the action or
proceeding results in a final order
assessing a civil money penalty or
requiring restitution, or a final removal
or prohibition order under 12 U.S.C.
1818 (e) or (g).

The OCC invites comment on whether
these standards (particularly the
determination of a reasonable basis for
prevailing on the merits) are workable
or too restrictive, and whether other
standards are more appropriate.

Proposed § 7.2014(c)(2) also requires
an individual to execute a formal and
binding agreement to reimburse the
bank for expenses and fees in the event
he or she does not prevail. Proposed
§ 7.2014(d) also clarifies that based
upon a review of an indemnification or

advance, or proposed indemnification
or advance, the OCC may direct a
national bank to modify a specific
indemnification or payment through
any appropriate means.

Proposed § 7.2014(e) clarifies that a
bank may pay reasonable premiums for
insurance covering the expenses, legal
fees and liability of directors, officers, or
employees, except that the insurance
may not cover final orders assessing
civil money penalties.

The OCC invites comment on whether
the exclusion from insurance coverage
should be limited further to require
exclusions only for willful or criminal
misconduct.

Cashier (§ 7.2015)

Proposed § 7.2015 revises current
§ 7.5245 to clarify that the cashier’s
duties may be delegated to the
president, chief executive officer, or
other officer.

Restricting Transfer of Stock and Record
Dates (§ 7.2016)

Proposed § 7.2016 modifies current
§ 7.6005 to clarify, among other things,
that it is the board of directors, rather
than the bank, that sets the record date.

Facsimile Signatures on Bank Stock
Certificates (§ 7.2017)

Proposed § 7.2017 revises current
§ 7.6010 to clarify that facsimile
signatures include electronic means of
signature.

Loan Secured by a Bank’s Own Shares
(§ 7.2019)

Proposed § 7.2019 modifies current
§ 7.6030 by removing the first paragraph
which merely restates the statute.
Proposed § 7.2019 does not alter the
substance of current § 7.6030.

Acquisition and Holding of Shares as
Treasury Stock (§ 7.2020)

Proposed § 7.2020 is a new section
that addresses a national bank’s
acquisition and holding of shares as
treasury stock. Proposed § 7.2020
explains that pursuant to the authority
and procedures of 12 U.S.C. 59, a
national bank may acquire its
outstanding shares and hold them as
treasury stock, as long as the acquisition
and retention of the shares is for a
legitimate corporate purpose. A national
bank has authority under section 12
U.S.C. 24(Seventh) to fulfill a legitimate
corporate need, so long as it complies
with section 59 in its repurchase of
outstanding shares with the consequent
reduction in capital. Because section 59
limits such capital reductions to
situations where the bank receives the
approval of the OCC and of two-thirds

of its shareholders, there is little risk of
improper use of treasury stock. It would
not be permissible, however, for a
national bank to acquire and hold
treasury stock for speculation or as a
means of bypassing some requirement
or obligation under the Federal banking
laws.

Voting Trusts (§ 7.2022)
Proposed § 7.2022 revises current

§ 7.6060 by affirmatively stating that a
national bank shareholder may establish
a voting trust. Proposed § 7.2022 also
removes the requirement that the law of
the state in which the bank is located
should be observed in the preparation of
the trust agreement. The OCC recognizes
that with the advent of interstate
banking, it is increasingly likely that a
bank’s shareholders will be located in
many different states. Accordingly, the
voting trust may be established under
the law of any state selected by the
participants and designated in the trust
agreement. Proposed § 7.2022 continues
to require that the trust be consistent
with safe and sound banking practices.

Bank Hours and Closings (§ 7.3000)
Proposed § 7.3000 revises current

§ 7.7434 to provide more comprehensive
guidance to banks regarding hours and
closings.

Proposed § 7.3000(a) maintains the
general information that a national
bank’s board of directors is responsible
for establishing a schedule of business
hours independently of other banks.

Proposed § 7.3000(b) informs national
banks that the Comptroller, a state or a
legally authorized state official may
declare a day to be a legal holiday for
emergency reasons. Proposed
§ 7.3000(b) sets forth examples to
provide guidance regarding the
circumstances under which a national
bank may remain closed and be assured
that the bank will not incur liability for
closing.

Proposed § 7.3000(c) also provides
that a state or a legally authorized state
official may declare a day a legal
holiday for ceremonial reasons, and that
a national bank may choose to remain
open or to close on such holidays.

Finally, proposed § 7.3000(d) reminds
national banks to look to applicable law
to determine if they may incur liability
for closing.

Although not specified in proposed
§ 7.3000, the proposed ruling would
apply to foreign branches and agencies
pursuant to the International Banking
Act, 12 U.S.C. 3102(b).

Sharing Space and Employees (§ 7.3001)
Proposed § 7.3001 revises current

§ 7.7516 to reflect current OCC positions


