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to ensure that the bank is operated in
compliance with the policies and
procedures established by the board, all
applicable laws, rules and regulations,
and safe and sound banking practices.
The board may delegate the day-to-day
operation of the bank to the
management of the bank, but the board
remains responsible for overseeing the
affairs of the bank and the conduct of
the management of the bank.

§ 7.2011 Compensation plans.
Consistent with safe and sound

banking practices, a national bank may
adopt the following compensation
plans:

(a) Bonus and profit-sharing plans. A
national bank may adopt a bonus or
profit-sharing plan designed to ensure
adequate remuneration of bank officers
and employees.

(b) Pension plans. A national bank
may provide employee pension plans
and make reasonable contributions to
the cost of the pension plan.

(c) Employee stock option and stock
purchase plans. A national bank may
provide employee stock option and
stock purchase plans.

§ 7.2012 President as director; chief
executive officer.

Pursuant to 12 U.S.C. 76, the
president of a national bank must be a
member of the board of directors, but a
director other than the president may be
elected chairman of the board. A person
other than the president may serve as
chief executive officer, and this person
is not required to be a director of the
bank.

§ 7.2013 Fidelity bonds covering officers
and employees.

(a) Adequate coverage. All officers
and employees of a national bank must
have adequate fidelity coverage. The
failure of directors to require bonds with
adequate sureties and in sufficient
amount may make the directors liable
for any losses which the bank sustains
because of the absence of such bonds.
Directors should not serve as sureties on
such bonds.

(b) Factors. The board of directors
should determine the amount of such
coverage, premised upon a
consideration of factors, including:

(1) Internal auditing safeguards
employed;

(2) Number of employees;
(3) Amount of deposit liabilities; and
(4) Amount of cash and securities

normally held by the bank.

§ 7.2014 Indemnification of directors,
officers, and employees.

(a) General. Except as provided in
paragraph (b) of this section, a national

bank may provide in its articles of
association that the bank will indemnify
directors, officers, and employees for
damages and expenses reasonably
incurred. These damages include the
advancement of expenses and legal fees,
in actions to which the directors,
officers, or employees are parties or
potential parties by reason of the
performance of their official duties.
Indemnification articles which
substantially reflect general standards of
law as evidenced by the law of the state
in which the main office of the bank is
located, the law of the state in which the
bank’s holding company is
incorporated, or the relevant provisions
of the MBCA are presumed by the OCC
to be within the corporate powers of a
national bank.

(b) Prohibitions. When an
administrative proceeding or action
instituted by a bank regulatory agency
results in a final order assessing a civil
money penalty or requiring restitution,
or a final removal or prohibition order
against such individuals pursuant to 12
U.S.C. 1818(e) or (g), a national bank
must require the repayment of all legal
fees and expenses advanced pursuant to
paragraph (c) of this section, and may
not indemnify directors, officers, or
employees for expenses. Expenses that
may not be indemnified include legal
fees, penalties, or other payments
incurred.

(c) Procedural requirements for
certain actions and proceedings—(1)
Advancing expenses. A national bank
may advance expenses and legal fees to
directors, officers, or employees of the
bank in connection with an action or
proceeding under 12 U.S.C. 164 or 1818
only if the:

(i) Disinterested members of the board
of directors of the bank determine in
good faith that the director, officer, or
employee has a reasonable basis for
prevailing on the merits;

(ii) Indemnified individual will have
the financial capacity to reimburse the
bank in the event he or she does not
prevail; and

(iii) Payment of expenses and fees by
the bank will not adversely affect the
safety and soundness of the bank.

(2) Restrictions. The bank must
require the individual to execute a
formal and binding agreement to
reimburse the bank for all expenses and
fees advanced by the bank in the event
an order is issued against the individual
assessing a civil money penalty or
requiring restitution, or a removal or
prohibition order against the individual
is issued pursuant to 12 U.S.C. 1818(e)
or (g). The bank must cease advancing
expenses and fees at any time the board
believes, or reasonably should believe,

that any of the conditions in paragraph
(c)(1) of this section are no longer met.

(d) OCC review. In accordance with its
supervisory responsibilities, the OCC
may, in its discretion, review any
indemnification or advancement of fees
and expenses, or proposed
indemnification or advancement of fees
and expenses, of directors, officers, or
employees by a national bank to
evaluate whether the indemnification or
advance is consistent with safe and
sound banking practices and with the
standards adopted by that bank in its
articles of association. Based upon this
review, the OCC may direct a national
bank to modify a specific
indemnification or payment.

(e) Insurance premiums. A national
bank may provide in its articles of
association for the payment of
reasonable premiums for insurance
covering the expenses, legal fees, and
liability of its directors, officers, or
employees except that such provision
shall explicitly exclude insurance
coverage for a final order assessing civil
money penalties against such persons
by an agency.

§ 7.2015 Cashier.
A national bank’s bylaws or board of

directors may assign some or all of the
duties previously performed by the
bank’s cashier to its president, chief
executive officer, or any other officer.

§ 7.2016 Restricting transfer of stock and
record dates.

(a) Conditions for stock transfer.
Under 12 U.S.C. 52, a national bank may
impose conditions upon the transfer of
its stock reasonably calculated to
simplify the work of the bank with
respect to stock transfers, voting at
shareholders’ meetings, and related
matters and to protect it against
fraudulent transfers.

(b) Record dates. Stock records of a
national bank may be closed for a
reasonable period to ascertain
shareholders for voting purposes. The
board of directors may fix a record date
for determining the shareholders
entitled to notice of, and to vote at, any
meeting of shareholders. Such record
date should be in reasonable proximity
to the date that notice is given to the
shareholders of such meeting.

§ 7.2017 Facsimile signatures on bank
stock certificates.

The president and cashier, or other
officers authorized by the bank’s
bylaws, must sign every national bank
stock certificate. The signatures may be
manual or facsimile, including
electronic means of signature. Each
certificate must be sealed with the seal
of the association.


