Approved January 19, 1983
Date

MINUTES OF THE __Senate  COMMITTEE ON Commercial apnd Financial Tnstitutions

The meeting was called to order by Sen. Neil H. Arasmith at
Chairperson

9:15 a.m./BHH. on Januarv 12 183 in room __529=S__ of the Capitol.

All members were present except:

Senators Hess, McCray, and Feleciano - Excused

Committee staff present:

Bill Wolff - Legislative Research Department
Myrta Anderson — Legislative Research Depar tment
Bruce Kinzie ~ Revisor's Office

Conferees appearing before the committee:

Jim Turner - Kansas Savings and Loan League

Jim Turner , Kansas Savings and Loan League, appeared to request two bills be introduced
and referred back to the committee. (See Attachment I).

Sen. Reilly made a motion that the bills be introduced. Sen. Harder seconded the motion.
The motion carried.

There being no further business, the meeting was adjourned at 9:25 a.m.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for 1

editing or corrections. Page Of 1
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‘The Kansas Savings and Loan League appreciates the
opportunity to appear before the Senate Commercial and
Financial Institutions Committee to request the intro-
duction of two measures as committee bills and to have
the same referred back to,the committee for hearings.

January 13, 1983

SENATE COMMERCIAL AND FINANCIAL INSTITUTIONS
COMMITTEE

JIM TURNER, KANSAS SAVINGS AND LOAN LEAGUE
INTRODUCTION OF BILLS

These measures are:

1. A conformity bill equalizing powers for
state-chartered associations comparable
to those powers granted federally-chartered
associations as a result of Congressional
passage of the Garn-St. Germain bill, as
well as accommodating recent "Special Or-
ders" of the State Savings and Loan Commis-
sioner.

2. A repealer of K.S.A. 16-207d regarding regu-
lations governing alternative mortgage loans
that are applicable only to state-chartered
associations.

A

REPRESENTING THE SAVINGS AND LOAN BUSINESS OF KANSAS
“MEETING HOUSING NEEDS AND HUMAN NEEDS”

A+tachmen+ T



BILL NO.

AN ACT amending the Kansas savings and loan code; concerning
powers and authority of savings and loan associations; amending K.S.A.
17-5303, 17-5401, and 17-5501 and repealing the existing sections and
repealing K.S.A. 17-5815.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF KANSAS:

Section 1. K.S.A. 17-5303 is hereby amended to read as follows:
17-5303. ©No fee of any kind may be charged for becoming, remaining,
or ceasing to be a member of an association. Reasonable charges may
be assessed for late payments, e¥ fex prepayments of a loan, or in
connection with the administration of savings or demand accounts.

Section 2. K.S.A. 17-5401 is hereby amended to read as follows:
17-5401(a) . Except as otherwise provided in K.S.A. 17-5413 and 17-
5501, and amendments thereto, the capital accumulated may be divided
into units of equal value which shall be called shares. Shares may
be issued in installments, full paid, prepaid, optional, reserve
stock shares or other plans as may be prescribed in the by-laws.

(b) (1) An association may raise capital in the form of such sav-
ings deposits, shares or other accounts, for fixed, minimum, or inde-
finite periods of time (all of which are referred to in this section
as savings accounts and aii ef whieh shall have the same prioxiiy upen
iigquidatien) , or in the form of such demand accounts of those persons
or organizations that have a business, corporate, commercial, Or agri-
cultural loan relationship with the association, as are authorized by
1ts bylaws or by regulations of the commissioner, and may issue such
passbooks, time certificates of deposit, or other evidence of accounts
as are so authorized.

(2) An association may also accept demand accounts from a
commercial, corporate, business, or agricultural entity for the
sole purpose of effectuating payments thereto by a nonbusiness
customer. An association may not pay interest on a demand account.
All savings accounts and demand accounts shall have the same
priority on ligquidation. Holders of savings and demand accounts
and obligors of an association shall, to such extent as may be pro-
vided by its bylaws or by regulations of the commissioner, be mem-
bers of the association, and shall have voting rights and such
_other rights as are provided.

(3) Except as authorized by the association's bylaws or regu-
lation of the commissioner in the case of savings accounts for
fixed or minimum terms of not less than 38 14 days, the payment of
any savings account shall be subject to the right of the associa-
tion to require such advance notice, not less than 36 14 days, as
shall be provided for by the bylaws of the association or the regu-
lations of the commissioner. The payment of withdrawals from sav-
ings accounts in the event an association does not pay all with-
drawals in full (subject to the right of the association to require
notice) shall be subject to such rules and procedures as may be
prescribed by the association's by-laws or by regulations of the
commissioner.



(4) Accounts may be subject to check or to withdrawal or
transfer on negotiable or transferable or other order or authori-

zation to the association, as the commissioner may by regulation
provide.

£2¥ (5) To such extent as the commissioner may authorize by
regulation or advice in writing, an association may borrow, may
give security, may be surety as defined by the commissioner and may
issue such notes, bonds, debentures, or other obligations, or other
securities, including capital stock, as the commissioner may so
authorize.

£3%(6) (A) An association whose accounts are insured in accord-
ance with the provisions of K.S.A. 17-5824, and amendments thereto,
may permit the owner of a deposit or account on which interest or
dividends are paid to make withdrawals by negotiable or transfer-

able instruments for the purpose of making transfers to third
parties.

(B) Subparagraph (A) of paragraph <43} (6) shall apply only
with respect to deposits or accounts which consists solely of funds
in which the entire beneficial interest is held by one or more in-
dividuals or by an organization which is operated primarily for
religious, philanthropic, charitable, educational, or other similar
purposes and which is not operated for profit, and with respect to
deposits of public funds by an officer, employee or agent of the
United States any state, county, municipality, or political sub-
division thereof, the District of Columbia, the Commonwealth of
Puerto Rico, American Samoa, Guam, any territory oOr possession Or
The United States, or any political subdivision thereof, subject
to such rules and procedures as may be prescribed by the associa-
tion's bylaws or by regulation of the commissioner.

(C) Such accounts shall be called negotiable order of with-
drawal accounts. ) |

(D) Such accounts shall be subject to such prohibitions{
limitations and conditions as the commissioner may by regulation
prescribe.

Section 3. 17-5501 is hereby amended to read as follows:
17-5501. Every association incorporated pursuant to or operating
under the provisions of this act shall have all the powers enum-
erated, authorized and permitted by this act and such other rights,
pr1v1leges and powers as may be incidental to or necessary for the
accomplishment of the objects and purposes of the association.
Among others, every association shall have the following powers:
(a) To sue and be sued, complain and defend in any court of law
or equity. ‘

(b) To purchase, hold and convey real and personal estate
consistent with its objects and powers; and to mortgage, pledge or
lease any real or personal estate; and to take property by gifts,
devise, or bequest.

(c¢) To have a corporate seal, which may be affixed by im-
print, facsimile or otherwise.



’ (d) To appoint officers, agents and employees as its busi-
nes$s shall require, and allow them suitable compensation.

(e) To adopt and amend bylaws as provided in this act.

(f) To insure its shares or deposits with the federal savings
and loan insurance corporation or with an insurer approved by the
state commissioner of insurance under the provisions of this act

for such purpose, and qualify as a member of a federal home loan
bank.

(g) To accept savings and investments as payments on shares
or deposits as provided in this act.

(h) Subject to such prohibitions, limitations and conditions as
the commissioner may by regulation provide an association may Fe make
loans to members on the seie security of savings negoetiabte-order-of
withdrawal accounts; shares-er-deposits-except-permanent—guarantee-or
reserve-steek-shares and loans specifically related to transaction
accounts. Ns-sueh-itoan-shaitt-exceed-186%-or-the-purchase-vatue-of
the-negotiable-erder-of-withdraval-aceournts;-shares-er-deposits-ewned
and-net~-otherwise-pitedged-by—~the-berrewers

(i) Subject to such prohibitions, limitations and conditions
as the commissioner may by regulation prescribe, any such associa-
tion may make home loans on the security of liens upon residential
real property in an amount which, when added to the amount unpaid
under prior mortdages, liens or encumbrances, if any, upon such real
estate does not exceed the appraised value thereof. ©No such loan
shall be made directly or indirectly to a director or officer ex-
cept a single loan on a home property.

(3) One loan may be made to an officer, director or employee,
in addition to a home loan, but no such loan secured by real estate
mortgage shall be made to an officer, director, or employee which at
the time of granting such advance shall exceed 5% of the net worth
accounts of such association of $90,000 whichever is the smaller.
Any negotiable order of withdrawal, share or deposit loan or real
estate loan made to any officer, director, or employee must be ap-
proved by the board of directors and such approval entered upon the
minutes of the meeting approving same. All such loan restrictions
applicable to loans made to an officer, director or employee of a
savings and loan association shall apply to any and all loans made
to any general or limited partnership, corporation, trust or associa-
tion if an officer, director or employee of the savings and loan asso-
ciation is a general or limited partner, or the owner, member of stock-
holder of 10% or more of the stock or other evidence of owhership of
the entity known as obligor on the loan.



(k) Subject to such prohibitions, limitations and conditions
as the commissioner may be regulation prescribe, an association shall
have authority to invest in the following: (1) Investments in ob-
ligations of, or fully guaranteed as to principal and interest by,

the United States; (2) investments in the stocks and bonds of a
federal home loan bank or in the stock of the federal national mort-

gage association; (3) investments in mortgages, obligations or other
securities which are or ever have been sold by the federal home mort-
gage corporation pursuant to section 305 or 306 of the federal home
loan mortgage corporation act; (4) investments in obligations, parti-
cipations, securities or other instruments of or issued by or fully
guaranteed as to principal and interest by the federal national mort-
gage association, the student loan marketing association or the
government national mortgage association, or any other agency of Fhe
" United States and an association may issue and sell securities which
are guaranteed pursuant to section 306 (g) of the national housing
act; (5) investments in the time deposits, certificates, or accounts
of any bank the deposits of which are insured by the federal deposit
insurance corporation; or in the savings accounts, certificates or
other accounts of any institution the accounts of which are insured
by the federal savings and loan insurance ilnsurance corporation; (6)
investments in generat obligations of, or issued by, any state or any
political subdivision thereof (including any agency, corporation,

or instrumentality of a state or political subdivision), except that
an _association may not invest more than 10% of its capital and surplus
in obligations of any one issuer, exclusive of investments in general
obligations of any issuer. (7) purchase of loans secured by liens on
improved real estate which are insured under provisions of the na-
tional housing act, or insured as provided in the servicemen's re-
adjustment act of 1944 or 38 U.S.C. chapter 37; (8) loans made for
the repair, equipping alteration, or improvement of any residential
real property, and loans made for thé purpose of manufactured home
financing; (9) loans as to which the association has the benefit of
insurance under section 240 of the national housing act, or of a
commitment or agreement therefor; (10) loans to financial institu-
tions with respect to which the United States or an agency or in-
strumentality thereof has any function of examination or supervision,
or to any broker or dealer registered with the securities and ex- .
change commission, secured by loans, obligations, or investments in
which the association has the statutory authority to invest directly;
(11) investments which at the time of making, are assets eligible

for inclusion toward the satisfaction of any liquidity requirement
imposed by the federal home loan bank board, but only to the extent
the investment is permitted to be so included under regulations of
the federal home loan bank board or is otherwise authorized; (12)
investments in shares of stock issued by a corporation authorized

to be created pursuant to title IX of the housing and urban develop-
ment act of 1968, and investments in any partnership, limited part-
nership, or joint venture formed pursuant to section 907 (a) or 907 (c)
of such act; (13) loans as to which the association has the benefit
of any guarantee under title IV of the housing and urban development
act of 1968, under part B or the urban growth and new community de-
velopment act of 1970, or under section 802 of the housing and com-
munity development act of 1974 as in effect on or after the date of
enactment of the depository institutions deregulation and monetary




-ntrol act of 1980, or of a commitment of agreement therefor; (14
investments in, commitments to invest in, loans to, or commitments
to lend to any state housing corporation, provided that such ob-
ligations or loans are secured directly or indirectly through an
agent or fiduciary, by a first lien on improved real estate which is
insured under the provisions of the national housing act and that in
the event of default, the holder of such obligations or loans would
have the right directly or indirectly through an agent or fiduciary,
to cause to be subject to the satisfaction of such obligations or
loans the real estate described in the first lien or the insurance
proceeds under the national housing act; (15) invest in, redeem, or
hold shares or certificates in any open-end management investment
company which is registered with the securities and exchange commis-
sion under the investment company act of 1940 and the portfolio of
which is restricted by such management company's investment policy,
changeable only if authorized by shareholder vote, solely to any
such investments as an association by law or regulation may, without
limitation as to percentage of assets, invest in, sell, redeem,
hold, or otherwise deal with; (16) investments in housing project
loans having the benefit of any guaranty under section 221 of the
foreign assistance act of 1961 or loans having the benefit of any
guarantee under Section 224 of such act, or any commitment or agree-
ment with respect to such loans pursuant to either of such sections
and in the share capital and capital reserve of the Inter-American
Savings and Loan Bank. This authority extends to the acquisition,
holding and disposition of loans having the benefit of any guaranty
under Section 221 or 222 of such act as hereafter amended or ex-
tended, or of any commitment or agreement for any such guaranty.
Investments under subparagraph (16) shall not exceed an aggregate
investment of 1% of the assets of the association; (17) stock ob-
ligations, or other securities of any small business investment
company formed pursuant to Section 301(d) of the small business
investment act of 1958, for the purpose of aiding members of the
Federal Home Loan Bank System. Investments under subparagraph (17)
shall not exceed an aggregate investment of 1% of the assets of
the association; (18) loans secured by mortgages- as to which the
association has the benefit of insurance under title X of the Na-
tional Housing Act or of a commitment or agreement for such insur-
ance (19); in other securities as approved by the commissioner.

(1) Without restriction upon the general powers of the as-
sociation to invest in: (1) Real estate whereupon there is or may
be erected a building or buildings for the transaction of the busi-
ness of the association, from portion of which, not required for
its own use, a revenue may be derived by rentals or otherwise. An
association may invest in such real estate an amount representing
the cost of land and improvements not exceeding the sum of its net
worth accounts. It may, however, invest in such real estate, a
larger sum with the approval of the commissioner; (2) real estate
purchased at sheriff's sale or at any other sale, public or private,
judicial or otherwise, upon which the association has a lien or
claim, legal or equitable; (3) real estate accepted by the associa-
tion in satisfaction of any debt; (4) real estate acquired by the
association in exchange for real estate owned by the association;
(5) real estate acquired by the association in connection with sal-
vaging the value of property owned by the association; (6) title to
all real estate shall be taken and held in the name of the associa-
tion and such title shall immediately be recorded in accordance with
law.



(m) If and when an association is not a member of a federal
home loan bank, to borrow not more than an aggregate amount equal to
% of its capital on the date of borrowing. If and when an associa-
tion is a member of a federal home loan bank, to secure advances
of not more than an aggregate amount equal to its capital. Within
an amount equal to its capital, the association may borrow from
sources other than such federal home loan bank an aggregate amount
not in excess of 25% of its capital. A subsequent reduction of capi-
tal shall not affect in any way outstanding obligations for borrowed

money. All such loans and advances may be secured by property of
the association.

(n) To repuréhase and redeem shares in accordance with the
provisions of this act.

(0) To pay a bonus to members in accordance with the provisions
of the bylaws.

. (p) If and when an association is a member of a federal home
loan bank, to act as fiscal agent of the United States, and when
designated for that purpose by the secretary of the treasury, it
shall perform under such regulations as such secretary may prescribe,
all such reasonable duties as fiscal agent of the United States as
such secretary may require, and shall have power to act as agent for
any other instrumentality and as agent of the state in accordance
with the laws of this state.

(g) To dissolve, merge, or reorganize in the manner provided
in this act.

(r) To sell and assign notes and mortgages without recourse,
except that notes and mortgages may be assigned with recourse to
any federal home loan bank of which the association is a member.

(s) Subject to such prohibitions, limitations and conditions
as the commissioner may prescribe, the following loans or invest-
ments are permitted; but antherity eenferred in the foilewing para-
graphs 13 limited o an amount Ret te execeed 20% of the assets of
the assoeiatien fer eaeh paragraph:

(1) An association may make commercial real estate loans
on the security of first liens upon improved real estate.
The resulting aggregate of such loans shall not exceed an amount
equal to 40% of such association's assets;

(2) an associlation may make secured or unsecured loans
for personal family, or household purposes, including loans
reasonably incident to the provision of such credit, and may
invest in, sell, or hold commercial paper and corporate debt
securities as defined and approved by the commissioner. The
resulting aggregate of such loans and investments shall not
exceed an amount equal to 10% of such association's assets;




(3) an association may invest in tangible personal pro-
perty, including, without limitation, vehicles, manufactured
homes, machinery, equipment, or furniture, for rental or sale.
The resulting aggregate of such investments shall not exceed
an amount equal to 10% of such association's assets.

(4) an association may make secured or unsecured loans
for commercial, corporate, business, or agriculture purposes. .
No association may make loans to one borrower under the authority

of this paragraph in excess of the amount a national bank hav-
ing identical total capital and surplus could lend such borrower.

The resulting aggregate of such loans made by an association and
by a corporation owned by the association under paragraph (z) (2)
of this section shall not exceed an amount equal to 5% of such
association's assets prior to January 1, 1984 or 10% of such as-
soclation's assets thereafter.

(t) Any association may, upon adoption of such a loan plan
by its board of directors, make or purchase:

(1) Any unsecured loan at least 20% of which is guaranteed
under the provisions of the servicemen's readjustment act of
1944, as now or hereafter amended.

(2) Simple interest, discount, or gross charge loans for
property alteration, repair, equipping or improvement without
the security of a lien upon such property, subject to such
prohibitions, limitations and conditions as the commissioner
may by regulation prescribe. The resulting aggregate amount
of all such loans shall not exceed an amount equal t0 20% of
such association's assets. No association may make any un-
secured loan to a director, officer, or employee of the associa-
tion in the capacity of attorney-at-law, except for the al-
‘teration, repair, equipping or improvement of the home or com-
bination of home and business property owned and occupied by
such borrowing director, officer, employee, attorney or firm.

(3) Line of credit real estate loans for home property,
secured or unsecured, subject to such prohibitions, limitations
and conditions as the commissioner may be regulation prescribe.
The resulting aggregate amount of all such loans shall not ex-
ceed an amount greater than 5% of the association's assets or
all of its net worth accounts.

(u) Subject to such prohibitions, limitations and conditions
as the commissioner may by regulation prescribe, any such association may
sell to, purchase from or participate with other lenders in loans of
any type that such an association may otherwise make if the other
participants are approved federal housing administration lenders,
instrumentalities or corporations owned wholly or in part by the
United States or this state, or are associations or corporations
insured by the federal savings and loan association corporation or
the federal deposit insurance corporation. Such loans may be made
outside the regular lending area of the association.

-7 -




(v) Subject to such prohibitions, limitations and conditions as
the commissioner may by regulation prescribe, the following loans or
investments are permitted, but the authority conferred in the follow-
ing paragraphs is limited to an amount not to exceed 5% of the assets
of the association for each paragraph:

(1) Loans made for the payment of educational expenses
of eellege; university; er veeatiorat edueatiens

(2) investments in real property and obligations secured
by liens on real property located within a geographic area or
neighborhood receiving concentrated development assistance by
a local government under title I of the housing and community
development act of 1974, except that no investment under this
paragraph in such real property may exceed an aggregate invest-
ment of 2% of the assets of the association;

(3) loans upon the security of or respecting real property
or interests therein used for primarily residential or farm
purposes that do not otherwise comply with the limitations of
this section;

(4) investments not exceeding the greater of: (A) The
sum of the association's net worth accounts; or (B) five percent
of the assets of the association, in loans the principal purpose
of which is to provide financing with respect to what is or is
expected to become primarily residential real estate where:
(i) the association relies substantially for repayment on the
borrower's general credit standing and forecast of income with-
out other security; or (ii) the ,association relies on other
assurances for repayment, including but not limited to a guaranty
or similar obligation of a third party. Investments under this
subsection shall not be included in any percentage of assets or
other percentage referred to in this section.

(w) Subject to such prohibitions, limitations and conditions
as the commissioner may by regulation prescribe, any such association
may make any loan for the purpose of mobile home financing.

(x) Subject to such prohibitions, limitations and conditions as
the commissioner may be regulation prescribe, any such association
may maintain safety deposit boxes and rent the same for public use.

(y) Subject to such prohibitions, limitations and conditions as
the commissioner may be regulation prescribe, any such association
may issue credit cards, extend credit in connection therewith, and
otherwise engage in or participate in credit card operations.

(z) Subject to such prohibitions, limitations and conditions as
the commissioner may by regulation prescribe, any such association
shall have the power and authority to make the following additional
loans and other investments to the extent authorized as follows:



(1) An association whose net worth accounts in the agyg
gate exceed 5% of its withdrawable capital is authorized to 1.
vest in, lend to, or to commit itself to lend to, any business
development credit corporation incorporated in the state of
Kansas, but the aggregate amount of such investments, loans,
and commitments of any such association shall not exceed 5% of

the total outstanding loans of the association or $250,000,
whichever is less;

(2) investments in the capital stock, obligations, or
other securities of any corporation organized under the laws
of the state of Kansas, if the entire capital stock of such
corporation is available for purchase only by savings and
loan associations of Kansas and by federal associations hav-
ing their home offices in the state of Kansas, but no associa-
tion may make any investment under this paragraph if its ag-
gregate outstanding investment under this paragraph would ex-
ceed 3% of the assets of the association, except that any net
tess tham & ef the investment permitted under this paragraph
which exceeds 1% 2% of assets shall be used primarily for com-
munity, inter-city or community development purposes;

(3) investments in: (A) Loans secured by mortgages for
which the association has the benefit of insurance under title

X of the national housing act or of a commitment or agreement
for such insurance; '

(B) investments in housing project loans having the bene-
fit of any guaranty under section 221 of the foreign assistance
act of 1961 or loans having the benefit of any guaranty under
section 224 of such act, or any commitment or agreement with
respect to such loans made pursuant to either of such sections
and in the share capital and capital reserve of the inter-
American savings and loan bank. This authority extends to the
acquisition, holding, and disposition of loans having the bene-
fit of any guaranty under section 221 or 222 of such act , or
of any commitment or agreement for any such guaranty: '

(C) investments under subparagraph (A) of this paragraph
shall not be included in any percentage of assets or other per-
centage referred to in this subsection. Investments under sub-
paragraph (B) of this paragraph shall not exceed, in the case
of any association, 1% of the assets of such association;

(4) an association whose net worth in aggregate exceeds
that amount which is determined by the national housing act is
authorized to invest in obligations which constitute prudent
investments, as defined by the commissioner, of Kansas and its
political subdivisions thereof (including any agency, corpora-
tion, or instrumentality) if the proceeds of such obligations
are to be used for rehabilitation, financing, or the construc-
tion of residential real estate, and the aggregate amount of
all investments under this paragraph shall not exceed the amount
of the association's net worth accounts.

(aa) Subject to such prohibitions, limitations and conditions
as the commissioner may by regulation providé an association may en-

gage in financial futures transactions and financial options trans-
actions.




(bb) Subject to such prohibitions, limitations and condition

as the commissioner may v regulation provide an association may es
tablish or maintaln a dat: - rocessing office with functions limited

to providing data process.: . services for its own use or primarily

for other depository insti . :-ions without observing the application

and approval procedures fc: branch offices as provided for in K.S.A.17-

. 5225. An association may participate with others iIn establishing

or maintaining a data processing office: Provided, however, that

the association may participate in establishing or maintalning a
data processing office controlled by an entity not subject to a
federal or state agency regulating financial institutions only if
such entity has agreed in writing with the commissioner that it

will permit and pay for such examination of the office as the com-
missioner deems necessary, and that it will make available for such
purposes any records in its possession relating to the operation of

the office.

(cc) Subject to such prohibitions, limitations and conditions
as the commissioner may by regulation provide an assoclation may
provide correspondent services primarily to other depository in-
stitutions. An association may recelve non-interest-bearing deposits
from correspondent institutions for use as compensating balances,
for settlement purposes, or for other purposes incidental to a cor-
respondent relationship. Such deposits may be payable on demand and
subject to withdrawal by negotiable or transferable instrument, or-
der or authorization. Such deposits shall not give rise to voting
rights or other rights of membership in a mutual association. An
association may maintain a non-interest-bearing account at any in-
stitution whose accounts are insured by the federal savings and
loan insurance corporation or the federal deposit insurance corpora-
tion; and an association may maintain such an account at an insti-
tution whose accounts are insured pursuant to a state deposlt insur-
ance program 1f such account is necessary or incidental to a cor-
respondent relationship.

(dd) (1) Subject to such prohibitions, limitations and conditions
as the commissioner may by regulation provide an association may be-
come the legal or beneficial owner of tangible personal property or
rea} property for the purpose of leasing such property; may obtaln an
assignment of a lessor's interest in a lease of such property, and may
incur obligations Incidental to its position as the legal or benefi-T.
cial owner and lessor of the leased property 1f the lease 1s a net,
full-payout lease representing a noncancelable obligation of the lessee,’
notwithstanding the possible early termination of the lease and at the
explration of the lease, the associlation's interest in the property
shall be liquidated or released on a net basis as soon as practicable.

(2) A lease of tangible personal property made to a natural per-
son for personal, family or household purposes pursuant to this para-
graph shall be subject to all limitations applicable to the amount of
an assoclation's investment in consumer loans. A lease made for com-
mercial, corporate, business or agricultural purposes pursuant to this
paragraph shall be subject to all limitations applicable to the amount
of an assoclation's investment 1n commercial loans. A lease of resi-
dential or commercial real property made pursuant to this paragraph
shall be subject to all limitations applicable to the amount of an as-
soclation's investment in residential or commercial real property loans.

- 10 -



(3) For the purposes of this section:

(A) a "net lease" is a lease under which the association will not,
directly or indirectly, provide or be obligated to provide for:

(1) the servicing, repair or maintenance of the leased property
during the lease term;

(ii) the purchasing of parts and accessories for the leased pro-
perty; Provided, however, that improvements and additions to the Ilease
property may be leased to the lessee upon its request 1n accordance
with the full-payout requirements of this section;

(iii) the loan of replacement or substitute property while the
leased property is being serviced;

(iv) the purchasing of insurance for the lessee, except where the
lessee has failled to discharge a contractual obligation to purchase or
maintain insurance; ox

(v) the renewal of any license, registration or filing for the
property unless such action by the association is necessary to protect
its interest as an owner or financer of the property.

(B) a "full-payout" lease is one from which the lessor can rea-
sonably expect to realize a return of its full investment in the
leased property, plus the estimated cost of financing the property
over the term of the lease, from rentals, estimated tax benefits, and
the estimated residual value of the property at the expiration of the
initial term of the lease. The estimated residual value of the pro-
perty shall not exceed 25 percent, in the case of personal property,
or 20 percent, in the case of real property, of the acquisition cost
of the property to the lessor unless the estimated residual value is
guaranteed by a manufacturer, the lessee, or a third party not an
affiliate of the association and the association makes the determina-
tion that the guarantor has the resources to meet the guarantee In
all cases, however, both the estimated residual value of the property
and that portion of the estimated residual value relied upon by the
lessor to satisfy the requirements of a full-payout lease must be
reasonable in light of the nature of the leased preperty and all re-
levant circumstances so that realization of the lessor's full invest-
ment plus the cost of financing the property depends primarily on the
creditworthiness of the lessee and of any guarantor of the residual
value, and on the residual market value of the leased property. The
maximum term of a full-payout lease shall be 40 years.

(4) If, in good faith, an association believes that there has been
an unanticipated change in conditions which threaten its financial posi-
tion by significantly increasing its exposure to loss, the provisions
of this paragraph shall not prevent the association:

(A) as the owner and lessor under a net, full-payout lease, from
taking reasonable and appropriate action to salvage or protect the
value of the property of its interest arising under the lease;
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(B) as the assignee of a lessor's interest in a lease, from be-
coming the owner and lessor of the leased property pursuant to its
contractual right, or from taking any reasonable and appropriate ac-
Tion to salvage or protect the value of the property or its interest
arising under the lease; or

(C) from including any provisions in a lease, or from making
any additional agreements, to protect its financial position or in-
vestment in the circumstances set forth in this paragraph.

Section 4. (a) An association shall not in any manner extaend
credit, lease, or sell property of any kind, or furnish any service,
- Oor fix or vary the consideration for any of the forgoing, on the
condition or requirement; (1) that the customer shall obtain addi-
tional credit, property, or service from such association, or from

any service corporation or affiliate of such association, other than

a loan, discount, deposit, or trust service; (2) that the customer
provide additional credit, property, or service to such associations
" or to any service corporation or affiliate of such_association, other
than those related to and usually provided in connection with a
similar loan, discount, deposit, or trust service; and (3) that the
customer shall not obtain some other credit, property, or services
from a competitor of such association, or from a competitor of any
service corporation or affiliate of such association, other than a
creditor or requirement that such association shall reasonably im-

pose in connection with credit transactions to assure the soundness
of credit.

(b) (1) Any person may sue for and have injunctive relief, in
the courts of this state having jurisdiction over the parties,
against threatened loss or damage by reason of a violation of this
section under the same conditions and principles-as injunctive relief
against threatened conduct that will cause loss or damage 1s granted
by courts of this state under the rules governing such proceedings.
(2) Upon the execution of proper bond as provided in K.S.A. 60-905
and after a showing the danger of irreparable loss or damage.ls im-
mediate, a temporary injunction may be issued.

(c) Any person who is injured in his business or property by
reason of anything forbidden in this section may sue 1n any district
court of this state where the defendant resides or is found or has
an agent and shall be entitled to recover three times the amount of
the damages sustained by him, and the cost of the suit, including
reasonable attorney fees. Any such suit shall be brought within
four years of the date of the violation.

(d) Nothing contained in this section shall be construed as
affecting in any manner the righlt of This state or any other party
to bring an action under any other law of the United States or of
any state, including any right which may exist in addition to specific
statutory authority challenging the legallty of any act or practice
which may be prescribed by this section. No regulation or order
issued by the state savings and loan board shall 1n any manner con-
stitute a defense to such action.
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(e) For the purposes of this section: (1) the term "affiliate"
of an association means any individual or company (including any
corporation, partnership, trust; joint-stock company, or similar
organization) which controls, is controlled by, or is under common
control with such assoclation; and (2) the term "loan" includes ob-
ligations and extensions or advances of credit.

Section 5. K.S.A. 17-5303, 17-5401, 17-5501 and 17-5815 are
hereby repealed.

Sgction 6. This act shall take effect and be in force from and
after its publication in the Kansas register.
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BILL NO.

AN ACT relating to adjustable interest rate loans; repealing
K.S.A. 1982 Supp. 16-207d.

BE IT ENACTED by the Legislature of the State of Kansas:
Section 1. K.S.A. 1982 Supp. 16-207d is hereby repealed.

Section 2. This act shall take effect and be in force from

and after its publication in the statute books.





