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MINUTES OF THE __SENATE _ COMMITTEE ON __COMMERCIAL AND FINANCIAL INSTITUTIONS

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

_9:00  am./B¥H on February 15 1984in room ___529-S of the Capitol.

All members were present except:

Committee staff present:

Bill Wolff, Legislative Research
Myrta Anderson, Legislative Research
Bruce Kinzie, Revisor of Statutes

Conferees appearing before the committee:

Ron Todd, Kansas Insurance Department
Mark Heitz, Kansas Life Association and American Council of Life Insurance
Larry Magill, Independent Insurance Agents of Kansas

The mintues of February l4 were approved.

The chairman called on Ron Todd, Kansas Insurance Department, for his testimony on
SB 551 which was introduced at the request of the Insurance Commissioner's Office.
(See Attachment I.) Mr. Todd explained that the bill would not apply to imsurance
companies already established in the State of Kansas.

Sen. Hess asked if raising the fee for examination to $1000 would be detrimental to
companies filing in Kansas. Mr. Todd replied that it would not but could slow down
exploratory filings by companies which do not actually plan to do business in Kansas.
Sen. Hess inquired further if the $1000 is the actual cost of handling an application.
Mr. Todd answered that the figure is in the "ball park' area.

The chairman asked how many applications the insurance department receives from
foreign companies. Mr. Todd said that they have been receiving 107 a year for the
past four years. The chairman asked how long it takes to process an application,
and Mr. Todd answered that it takes from approximately nine months to one and one
half years.

The chairman called on Mark Heitz, Kansas Life Association and American Council of
Life Insurance, to give his testimony on SB 551. Mr. Heitz began by stating that

he has no objections to the fees and requirements in SB 551 because in his work at
Security Benefit Life he has dealt with several other states which have similar
requirements. However, he had an amendment to offer which would allow companies to
continue paying premiums omn annuities as they have done in the past. The new language
in the amendment clearly spells this out. (See Attachment II.) Mr. Heitz explained
that SB 505 contained the same language but that it had been tabled in the House Ways
and Means Committee after having passed on the Senate floor.

The hearing on SB 551 was concluded, and the chairman began the hearing on HB 2485
which had been carried over from last session. He called on Larry Magill, Independent
Insurance Agents of Kansas, to give his testimony in support of HB 2485. (See Attach-
ment III.)

The chairman asked Mr. Magill if there would be a possibilty that there would be an
inter im period where a loss could occur and not be covered because of cancellation.
Mr. Magill replied that the company must give a ten day notice of cancellation to the
insured. The ten day period would begin from the date the insurance company sent the
notice to the insured and not from the time when the agent sent in the request for
cancellation.

Sen. McCray inquired if HB 2485 would entail changes in the cancellation law. Mr.
Magill answered that this would not occur and explained that the bill merely clarifies
the situation when an agent can request cancellation. The present law would still
apply. Sen. McCray inquired further if the bill would allow another reason for an
agent to cancel auto insurance. Mr. Magill answered that the bill would have no
effect on auto insurance cancellations.

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

editing or corrections. Page 1 Of S [
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Sen. Feleciano asked if the Insurance Commissioner had seen the amendment. Mr. Todd
replied that he had seen it and could see no problems with it. With this, the hearing
on HB 2485 was concluded.

The chairman announced that discussion on SB 673, the multi-bank holding company bill,
would begin. Sen. Pomeroy said that he had several amendments to offer.

Sen. Pomeroy made a motion to amend line 185 to change ''proper county" to 'District
Court of Shawnee County or the county where the bank is to be acquired". Sen. Reilly
seconded the motion. The motion carried.

Sen. Pomeroy made a motion to amend line 227 by striking "and' and inserting ''or'". He
explained that this is necessary because no institution is insured by all three cor-
porations mentioned, and the word "and" would, therefore, make it apply to no one. Sen.
Werts seconded the motion. The chairman said that this would be limiting to what the
11% applies, and Sen. Pomeroy replied that it would deal only with what is lawful to
acquire. The motion carried.

Sen. Pomeroy made a motion to amend linme 232 by inserting "in Kansas" after "institu-
tions" to make it clear that it applies to Kansas institutions and not all others.
Sen. Reilly seconded the motion. The motion carried.

Sen. Pomeroy made a conceptual motion to amend line 242 by striking "local area" and
inserting the local community dileneated in Section 4 where it speaks of the community
reinvestment act. Sen. Hess began a discussion as to if this could be too broad of an
area. Sen. Pomeroy withdrew his original motion and made a new motion to strike "local
area" and insert "county'. A discussion followed as to how this would apply to banks
on county lines. Sen. Pomeroy tade a new motion to strike "local area' and insert
“county and adjacent counties'. Sen. Werts seconded the motion. The motion carried.

Sen. Pomeroy made a conceptual motion to amend lines 275 and 276 by striking ''period
of five years" and inserting language to the effect of "until after five years have
passed after the dateon which it was chartered." Sen. Werts seconded the motion.
The motion carried.

Sen. Pomeroy also made a motion that the bill be amended to include language which
would require that the expense incurred to make the investigation would be paid by
the applicant (users fee). Sen. Werts seconded the motion. The motion carried.

Sen. Werts made a motion to report SB 673 favorably as amended. Sen. Hess seconded
the motion.

Sen. Karr made a substitute motion to place SB 673 on the table for further considera-
tion at a later time since he felt that the committee had not had enough time to study
the new portions of the bill. Sen. Harder seconded the motion.

The chairman ruled that Sen. Karr's motion was not for a time certain, and, therefore,
it would take a two thirds vote to bring the bill off the table.

Sen. Hess disagreed with the chairman's ruling feeling that Sen. Karr had referred to

a definite time--when the study of the bill was completed. He referred to the Roberts
Rules of Order which states that if a motion to table a bill is for a time certain, a

majority vote is needed to bring the bill off the table.

The chairman asked Sen. Karr what he had intended in his motion. Sen. Karr answered
that he had intended to lay the bill on the table until the committee thoroughly under-
stands it. Sen. Werts noted that the committee could not discuss the bill until it is
brought off the table, and a majority vote would be required to do this.

Sen. Werts moved the previous question.

Sen. Hess said that the practical effect of Sen. Karr's motion would be to kill the
bill even though Sen. Karr may not have had that intent in mind when he made the
motion. Sen. McCray added that he opposed Sen. Karr's motion because it would delay
action on the bill. Sen. Hess told the committee that they should view the vote on
Sen. Karr's motion as whether it wants to send the bill to the Senate floor or mnot
due to the required eight votes to bring it off the table.

Page _ 2 of _3
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Sen. Karr said that he felt that the other alternative would be to kill the bill.
He reiterated that the committee needs more time to discuss the new concepts in

the bill and possibly come to a compromise. Also, the additional time 1is needed
for the financial industry to discuss these new concepts and become imvolved.

The chairman called for a vote on Sen. Karr's substitute motion to place SB 673
on the table. The chairman called for a show of hands. The motion carried with

a six to five vote.

The meeting was adjourned.

3 of 3

Page




SLENATE ’)i‘-lMI'\l"I’Ei‘l

UN

COMMERULAL AND FIN;"-\NUI!}L INSTLITUTIONS

OBSERVERS
(Please print)
i
ADDRESS

REPRESENTING

)

 Sewdls Do

DATE NAME

K D ———
A Ron Geesy.  idetn
Qs Cteidlse Dniv Jpoita
2 / /5 W ancs uwf_)_j_p:@\m ) //‘%M.’JL’

S /\/z‘- C&Aﬁwg Chrf’ &0

25 (Rur ;dé_ﬂge@_m__g@@u

@_@r‘omwﬁwf:{:’? o i

i3 Ql&ui\_/ %_}\M&l&a“ L I

: .‘ _thP_ﬂﬁgb |
E/AL;wag_.d(Z;ﬁé__i - 8

= O/YKWL Wo e s~

ALBA

KALE &

Z/LT__%_Q Ly 5 Uy ¢ 55 &/a?mf’/y P w
@//S— GJAZAS /2547— o ég;g,g.g,f,q

L/ 7Oy 7 A
_ CilemiEed 25 [opervidcr

Secunty [Reneht
KAE G-

S o mARE, HerTe ey
W15 e o] - Euganid

| »]@lx w_//C Felsn | e f'i«% )X RS (~

e Pagen Vb Lk ]
! Mgz “ . V& s __
0 K e S psn_rptus fnee.
% A%ﬁ’;’//)@ i n KALE &~

' N &
! 1244 MJ /é(m/gd.f

J\éf‘z. . C;%’&’&’/dﬁ-éy—?_)

KAES

[ ?{Zﬁw& V277 /é{oﬂ/ %

==

1B A

" lon U\)\\C{JD\- ’ kLg J
U ’ §
~jon_Prlpce oy,




SENATE ¢ OMMITTEE

UN

OBSLRVERS
(Please print)

DATE | ADDRLSS

NAMEL

COMMERCIAL AND FINANCIAL INSTITUTIONS

REPRESENTING

|ZM Ga?-/-/.sﬁ L

T&ﬁukd o

Aeul

; | -
fZZéi_wﬁ_CzﬁﬁL.Z7é;y%7ucap~Aghﬂ 7 0/ E KA
4 F—
-

zégczm%% il

;?Latpéwzu uiﬁmA4ﬁ3
E%ZLA-QQMhJ }(uﬁéﬁéo/

A /Zémmq/ wfdz/@z.

(\(t/wz%x

215 /r}hwé %(j&at\ N / Lmaren
/7 ' st

JK,,,MQL 2(_1_2

S Q¢m bj@ﬂwll%é[f&ﬂﬁ&ﬁ%l

,,44 QZzN’%w Q é/&rﬁxhéx

HG«M

/_

Wu

NM@

"




OR ST 0/

This proposal establishes some specific requirements which foreign insurance companies
would have to meet in order to be granted a Kansas certificate of authority.

Currently, if it can be established that an insurer complies with the minimum financial
requirements, we have little alternative but to issue a certificate. This has resulted in
companies being admitted who are immediately deemed to be in a hazardous financial
condition; companies whose senior management included persons who had been convicted of
felonies; and insurers who were doing business in such a way that their fiscal integrity was
suspect but the burden of proof to prove our suspicions was on the department and was
therefore unattainable. Enactment of this proposal would provide the commissioner with
some statutory authority to avoid grants of authority when concerns of this kind are present.

In addition, the department is increasingly faced with applications for admission from
companies who are interested in being admitted to a large number of states but actually do
business in very few. Other applications seem to be purely exploratory with no real
commitment to pursuing an active business life in the Kansas community. These
applications take a great deal of time to review and process. Yet under the existing
structure, the fees for the work involved are collected only if a certificate of authority is
issued. In order to address this problem, this proposal increases the fee for examining a
charter and other documents from $3 to $1,000; requires the fee to be paid upon initial
application for admission; and, provides|that it is not refundable for any reason.

i)
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In addition to the above fees and as a condition precedent to
the continuation of the certificate of authority provided in this code,
all such companies shall pay a fee of $2 for each agent certified by
the company and shall also pay a tax annually upon all premiums re-
ceived on risk located in this state at the rate of 1% per annum less
any taxes paid on business in this state pursuant to the provisions
of K.S.A. 40-1701 and 75-1508, and any amendments thereto.

Funds accepted by a life insurer under an agreement which provides
for an accumulation of funds to purchase taxable annuities at later
dates shall be taxable premiums either when received or when actually

. applied to the purchase of annuities, at the option of the insurer.
If the funds are declared upon receipt, any interest or other gain

that accrues thereon shall not be taxable as premium income, but if
the funds are declared when applied to the purchase of annuities, the
premium tax shall be paid on the entire amount so applied. Any such
funds declared upon receipt which are thereafter withdrawn before
application to the purchase of amnuities may be deducted from tax
base as "premiums" returned on account of cancellations.

In the computation of the gross premiums all such companies
shall be entitled to deduct any premiums returned on account of can-
cellations, all premiums received for reinsurance from any other com-
pany authorized to do business in this state, dividends returned to
policyholders and premiums received in comnection with the funding
of a pension, deferred compensation, annuity or profit-sharing plan
qualified or exempt under sections 401, 403, 404, 408, 457 or 501
of the United States internal revenue code. Should any such company
remove or maintain, or both, either their home, principal or execu-
tive office or offices from this state, every such company shall be
subject to the provisions of subsection D of this section.

Atrochment



Testimony on' HB 2485
By: Larry W. Magill, Jr., Executive Vice President
Independent Insurance Agents of Kansas

Thank you for this opportunity to appear in support of HB 2485, a
measure we requested the House Insurance Committee introduce during the
1983 session. Basically, HB 2485 amends K.S.A. 40-282, a statute which
provides insurance agents the ébility to extend credit to customers
either: 1) on less than 30 days at no interest; 2) for more than 30
days at a rate of interest of 1%% per month without a written instrument
on open account or; 3) as provided in a written instrument so long as
the interest rate does not exceed that allowed by K.S.A. 16-207. Our
amendment simply adds a clarification that an agent who has not been
paid may cancel an insured's pblicies to collect any unpaid amount with
the excess unearned premium, if any, paid to the insured.

Independent insurance agents represent a number of insurance companies.
The agent generally pays for their insured's policies monthly on what is
known as an "account current" 6r consolidated billing covering all
policies issued through that company that month. If the agent extends
open account credit to an insured it very often happens that the agent
pays or advances, the insured's premium to the company before the agent
is fully paid. If the insured later refuses to pay or is unable to pay‘
according to their agreement, the agent should have the option Qf
cancelling the coverage according to the policies' terms, and applying
and unearned premium for the remainder of the policy period to the

insured's balance. Any excess unearned premium would be returned to

the policyholder.
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Most personal insurance, homeowners, auto, life and health is on
a "direct billed" basis where the insurance company bills the insured
direct and providés whatever payment plan it desires. These direct
billed policies would be excluded from the provisions of HB 2485 under
our proposed amendment. Some miscellaneous personal insurance such as
floaters and umbrella liability policies are billed by the agent as well
as virtually all commercial insurance coverages.

A typical commercial account may have 3 to 4 policies all with
different expiration dates. The insured may owe some on all policies
at any one time or only one. If the insured, for example, buys another
business, it would cause additional premiums on all policies when coverage
is added for the new entity. If the insured then gets into financial
difficulty apd is unable to pay the additional premiums, the agent needs
to be-able to cancel coverage and have a lien on the return premiums to
the extent of the earned premium the agent has advanced to the company.
After all, it was the agent's ﬁoney paid to the insurance company in the
first place.

Audits under workers' compenéation or general liability preseht a
particularly difficult probiem for the agent where additional premium
is due. An audit compares actual payrolls, sales, etc., at the end of
the policy term with those estimated when the policy was issuedf If it
is not returned to the company (generally) within 30 days, it is the
responsibility of the agent to collect or absorb as a bad debt. This is
all earned premium on an audit and cannot be "cancelled." The only
protection the agent has is the unearned premiums on other policies for

that insured.
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Other examples include various state mandated "assigned risk" plans
such as the "FAIR Plan" for property insurance covering fire and other
perils, the Kansas Auto Insurance Plan and the Health Care Providers
Insurance Availability Plan. Occasionally an agent may advance his own
money for an insured to one of these plans and the agent should have the
right to request cancellation for nonpayment of the account.

We would like to ask the committee to amend the bill as illustrated
by the balloon copy attached to my testimony. In discussing the proposal
with various interested parties, we agreed last year to exclude from the
provisions of HB 2485: 1) policies paid by an escrow agent - these would
normally be homeowners policies paid by a mortgage company; 2) policies
paid under insurance company direct bill plans - most homeowners and
personal auto; 3) policies where the insured specified payment for a
specific‘policy - rather tﬁan to their open account with the agent; and
4) peolicies financed under a premium financing agreement. The amendment
also requires the agent to notify the insured of their request to the
company for cancellation due to nonpayment.

Providing "open account" credit to insureds is a customer service
independent agents want to offer. It makes it easy to bind coverage
over the phone and is the only way to properly handle commercial (business)
accounts. HB 2485 protects the agent extending "open account" credit
by allowing the agent to cancel coverage if necessary to use the unearned
premium on the insured's policies to pay the debt owed. It gives the
agent a clear lien against the unearned premium - the money the agent

advanced for the client. We urge the committee's support of HB 2485.



request the company to

0045
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HB 2485—Am.
2

(b) Any insurance agent e+ breker extending credit to poli-
cyholders as provided in subsection (a) (1) or (2) of this section

and except for policies paid by an escrow
agent, or paid direct by an insured to an
insurance company, or where the insured
specified that payment apply to a specific
policy and all premiums due on that policy
have been paid, or where the unearned
premium is collateral for a loan under
K.S.A. 40-2601 et req. ~
Such insurance agent shall notify
the policyholder of the requested
cancellation in writing at the time the
request is made to the insurance company.

0047

0049

may'cancel such insurance according to the terms of the policies
en & pro rate basis for nonpayment of the policyholders’ ac-
counts, except as provided in K.S.A. 40-277 and amendments

0050
0051
0052
0053
0054
0055
0056
0057

thereto. Any-such-canceHation-shall- be-eonstrued-as-eaneellation
by-the-insurance—company-such—agent-represents.

Such insurance agent 6 breker shall have a lien on any return
premium for the all policies of the same policyholder to the
extent of the emeunt amounts owed by the policyholder.

Sec. 2. K.S.A. 40-282 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and
after its publication in the statute book.
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to be used in connection with the proposed acquisition;

(h) the information required in section 4; and

(i) any additional relevant information in such forms as the
commissioner may require by specific request in connection
with any particular notice.

New Sec. 6. (a) The commissioner shall be given at least 60
days’ prior written notice of any proposed bank acquisition. If
the commissioner does not issue a notice disapproving the pro-
posed acquisition within that time or extend the period during
which a disapproval may issue for another 30 days, the proposed
acquisition shall stand approved. The period for disapproval may
be further extended only if the commissioner determines that
any acquiring party has not furnished all the information re-
quired under section 5 or that in the commissioner’s judgment
any material information submitted is substantially inaccurate.
An acquisition may be made prior to expiration of the disap-
proval period if the commissioner issues written notice of the
commissioner’s intent not to disapprove the action.

(b) Within three days after the commissioner’s decision to
disapprove any proposed acquisition, the commissioner shall
notify the acquiring party in writing of the disapproval. The
notice shall provide a statement of the basis for the disapproval.

(c) Within 10 days of receipt of such notice of disapproval,
the acquiring party may request a hearing on the proposed
acquisition with the board. At the conclusion, the board shall by
order approve or disapprove the proposed acquisition on the
basis of the record made at such hearing.

(d) Any person whose proposed acquisition is disapproved

by the board may appeal to the district court of thepropercounty /

within 60 days from the date of the board’s notice of disapproval.

'Shawnee county or the county where the

New Sec. 7. The commissioner may disapprove any pro-
posed acquisition if:

(a) The proposed acquisition of control would result in a
monopoly or would be in furtherance of any combination or
conspiracy to monopolize or attempt to monopolize the business
of banking in any part of this state;

(b) the effect of the proposed acquisition of control in any

proposed bank acquisition is located

(e) Actual expenses incurred by the
commissioner or board in carrying out
any investigation that may be necessary
or required by statute shall be paid by
the person submitting the proposed
acquisition.
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section of this state may be substantially to lessen competition or
to tend to create a monopoly or the proposed acquisition of
control would in any other manner be in restraint of trade and the
anticompetitive effects of the proposed acquisition of control are
not clearly outweighed in the public interest by the probable
effect of the transaction in meeting the convenience and needs of
the community to be served;

(c) the financial condition of any acquiring person is such as
might jeopardize the financial stability of the bank or prejudice
the interest of the depositors of the bank;

(d) the competence, experience or integrity of any acquiring
person or of any of the proposed management personnel indi-
cates that it would not be in the interest of the depositors of the
bank or in the interest of the public to permit such person to
control the bank;

(e) any acquiring person neglects, fails or refuses to furnish
the commissioner all the information required by the commis-
sioner;

(f) the record of performance in banks now controlled by an
acquiring person, shows that such banks are not meeting the
credit needs of their respective local communities; or

(g) the proposed community reinvestment act statement for
the proposed bank acquisition required in section 4, does not
satisfactorily address the credit needs of the local community for
that particular proposed bank acquisition.

New Sec. 8. From and after July 1, 1984, a company may
have direct or indirect ownership or control of two or more banks
or bank holding companies, subject to the limitation provided for
in section 9.

New Sec. 9. From and after July 1, 1984, it shall be unlawful
for a bank holding company to acquire direct or indirect owner-
ship or control of any financial institution insured by the federal
deposit insurance corporation (FDIC), federal savings and loan

Bhvsive,
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insurance corporation (FSLIC) wmwrd+hational credit union ads
ministration (NCUA) and located in this state if such acquisition
results in the bank holding company having direct or indirect
ownership or control of banks located in this state, the total
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deposits of which at the time of such acquisition exceed 11% of
the aggregate deposits of all financial institutionsyinsured by the

federal deposit insurance corporation (FDIC), federal savings
and loan insurance corporation (FSLIC) and national credit
union administration (NCUA) as determined by the state bank
commissioner on the basis of the most recent reports of such
institutions in Kansas to their supervisory authorities which are
available at the time of the proposed acquisition.

New Sec. 10. The board of directors of each bank acquired
by a bank holding company shall have not less than a majority of
the total membership of the board of directors of the bank from

in Kansas

the eabareainwhich-the—bamleisJoaated!

New Sec. 11. The limitation provided for in section 9 shall
not apply in the following circumstances:

(a) Control of a bank by reason of ownership or control of
shares acquired by a bank or by a bank holding company in good
faith in a fiduciary capacity, except where such shares are held
for the benefit of the shareholders of such bank or such bank
holding company;

(b) control of a bank by reason of ownership or control of
shares acquired by a bank or by a bank holding company in the
regular course of securing or collecting a debt previously con-
tracted in good faith. The deposits of the acquired bank shall not
be included in computing the appropriate deposit limitation set
forth in section 9 for a period of five years from the date of
acquisition; or

(c) the acquisition of direct or indirect ownership or control
of a bank or bank holding company at the request of or in
connection with the exercise of regulatory authority by the state
bank commissioner, the state banking board, the comptroller of
the currency, the federal deposit insurance corporation or the
board of governors of the federal reserve system for the purpose
of preventing imminent failure of the bank or to protect the
depositors thereof as determined by such authority in its sole
discretion. The deposits of the acquired bank shall not be in-
cluded in computing the appropriate deposit limitation as set
forth in section 9 for a period of five years from the date of

e e b - e il S

countylin which the bank is located or from
any adjacent counties
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acquisition. The regulatory authority shall give acquisition pri-
ority to qualified purchasers or bidders whose total deposit
control at the time of acquisition does not exceed the appropriate
deposit limitation as set forth in section 9.

New Sec. 12. A bank for which the application for charter
was filed, received or granted by the appropriate authorizing
agency after July 1, 1984, shall not be acquired by a bank holding
company which controls or would control more than one bank for

aperiod-of-five-years!

New Sec. 13. A bank holding company shall not apply for or
obtain a de novo charter.

New Sec. 14. A national bank in this state or a bank holding
company seeking to acquire a state bank or national bank in this
state, or a nonbanking company that submits an application for
approval of such acquisition to the board of governors of the
federal reserve system pursuant to the provisions of sections
1841 et seq. of title 12 of the United States Code Annotated shall

also submit a copy of such application to the state banking board. :

New Sec. 15. The district court shall have jurisdiction to
determine all questions of compliance with the provisions of this
act. The decision of the district court shall be appealable in the
same manner as in other civil cases.

New Sec. 16. Each bank holding company which directly or
indirectly owns, controls or has power to vote 25% or more of the
voting shares of one or more banks shall furnish a copy of the
annual report of the operations of the bank holding company
which is submitted to the federal reserve bank for each fiscal
year to the state bank commissioner.

New Sec. 17. Any company which intentionally and will-
fully violates any provision of sections 3 to 16, inclusive, upon
conviction, shall be fined not less than $500 nor more than
$5,000 for each day during which the violation continues. Any
individual who intentionally and willfully participates in a vio-
lation of any provision of sections 3 to 16, inclusive, upon
conviction, shall be fined not more than $10,000 or imprisoned
not more than one year, or both such fine and imprisonment.

Sec. 18. K.S.A. 17-1252 is hereby amended to read as fol-

.jitﬂj

until that bank has been in operation for
five years from the date of receiving its
charter.




