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MINUTES OF THE ___Iif’_“i__ COMMITTEE ON Commercial & Financial Institutions

The meeting was called to order by Representative Harold P. Dyck at
Chairperson
3:30  xxwx/p.m. on March 18 , 1986 in room __527-S  of the Capitol.

All members were present except: Rep. Francisco, excused.

Committee staff present: Bill Wolff, Legislative Research Department

Bruce Kinzie, Revisor of Statutes Office
Myrta Anderson, Legislative Research Department
Virginia Conard, secretary

Conferees appearing before the committee: Bud Grant, Vice President, Kansas Chamber of Commerce & Ind.
Tom Groneman, Legislative Committee Rex Hester, Collection Manager, Montgomery Ward Co., Inc.
Chmn, Register of Deeds Assoc. Jim Maag, Research Director, Kansas Bankers Association
Pete McGill, Ks. Independent Bankers Rita D'Agostino, General Counsel, Banking Commissioner
Association

Chairman Dyck opened the meeting and called on Bud Grant, vice president, Kansas Chamber of
Commerce and Industry, a proponent of SB502. Mr. Grant introduced Rex Hester, Collection
Manager of Montgomery Ward & Co., Inc., who testified in favor of SB502 which deals with
with the UCC as to exemption from filing certain purchase money security interest. (See
Attachment I for details of Mr. Hester's testimony.)

The second conferee on SB502 was Tom Groneman, Legislative Committee Chairman, Register of
Deeds Association, who spoke against the passage of SB502. (See Attach II for details.)

There being no further testimony on SB502, the chairman called on Jim Maag, Director of
Research, Kansas Bankers Association, who spoke on SB455, which concerns banks holding
real estate taken in satisfaction of a debt. (See Attzhment III). Rep. Louis asked Mr.
Maag if the real estate could be confined to only agricultural real estate and Mr. Maag
agreed that it could be changed to cover only agricultural real estate.

Mr. Maag then presented two amendments to SB455 (Attachment IV). The first proposed amendment
amends Sec. 3 of K.S.A. 1985 Supp. 9-1104: "The legality of a loan hereunder shall be de-
termined as of the date the loan is made."

The second proposed amendment would amend Sec. 4 of K.S.A. 9-1609 as follows:

9-1609. Any state or national bank or trust company qualified to act as fidiciary

in this state may establish common trust funds for the purpose of furnishing investments
to itself as fiduciary, or to another state or national bank or trust company, as
fiduciary, which is a subsidiary of the same bank holding company of which it is a sud-
sidiary, as such terms are defined in K.S.A, 1985 Supp. 9-519; and any state or national
bank or trust company qualified to act as fiduciary in this state may, as such fiduciary
or co-fiduciary, invest funds which it lawfully holds for investment in interests in

such common trust funds, if such investment is not prohibited by the instrument, judgment,
decree, or order creating such fiduciary relationship, and if, in the case of co-
fiduciaries, the bank or trust company produces the consent of its co-fiduciaries to

such investment. The state banking board is hereby authorized to adopt rules and regulations
for a plan or operation for the management of such funds for state banks and trust
companies.

In line 15, by renumbering the section as Section 5; by inserting", 9-1609" after K.S.A.
9-1102; and by inserting "and K.S.A. 1985 Supp 9-1104" after 17-5904.

In line 151, by renumbering the section as Section 6.

In the title, by inserting the following immediately after the second semicolon: "concern-
ing loan limits; concerning common trust funds; by inserting ", 9-1609" after K.S.A.
9-1102; by inserting "and K.S.A. 1985 Supp. 9-1104" after 17-5904.

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. [ndividual remarks ay reported heretn have not
been submutted to the individuals appearing before the committee for
editing or corrections. Page 1 Of 2
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The second proponent for SB455 Pete McGill of the Kansas Independent Bankers
Association said he enthusiastically supports SB455 as presented by Mr. Maag
and he didn't think his group.would have any objection to the proposal to Mr.
Maag that the real estate be limited to agricultural real estate. Mr. McGill
said he had not studied Mr. Maag's two proposed amendments so could not comment
on them.

Chairman Dyck then asked the committee what their wishes were regarding

the two proposed amendments to SB455. Rep. Sand moved to adopt the first
amendment which deals with the legality of the loan. Rep. Wilbert seconded.
Motion carried.

Rep. Sand moved to adopt Mr. Maag's proposed second amendment. Rep. Ott
seconded. Upon further questioning of Mr. Maag regarding this second proposed
amendment, Rep. Sand withdrew his motion and Rep. Ott withdrew his second.

There was no further testimony on SB455. Chairman Dyck then called on Rita
D'Agostino, General Counsel, Banking Commisioner, who testified for SB457,
which she said was mainly a general housekeeping bill. (See Attachment V for
details) .

Chairman Dyck read the following change of the title for SB457 and asked the
committee for their consideration:

SB457 - AN ACT concerning the powers and duties of the bank
commissioner; relating to the deposit of security
or bonds for certain businesses; concerning capital
requirements for certain banks; requiring certain
reports; amending K.S.A. 9-509 and 9-90la and
K.S.A. 1985 Supp. 9-1722 and repealing the existing
sections.

Rep. Nichols moved that the suggested new title for SB457 be approved. Rep.
Johnson seconded. Motion carried.

Rep. Nichols moved that the minutes of the March 6 meeting be approved.
Rep. Long seconded. Motion carried.
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Since the time the Uniform Commercial Code was enacted in 1972, the
world of consumer finance has changed considerably. Bankruptcies in
Kansas have increased 247% from 1972 to 1985, the cost of consumer
finance has had dramatic cost increases due to increased competition
in the marketplace, and due to legislation, such as truth in lending
and fair credit billing requiring expanded technology in computeriza-

tion to comply with federal and state laws.

We acknowledge the needs that existed at the times truth in lending
and fair credit billing were enacted and support these changes 100%.
We also recognize that competition is heathly for the consumer and the
economy in general. However, we do feel that some relief is needed in
the bankruptcy area. Even though work is being done at the federal
level to gain relief in the bankruptcy problem, we are appealing to

the State of Kansas to assist consumer financiers in relief at this ‘I I

level.

The bill we are asking you to consider will allow us to recover part

of our losses in bankruptcy without adding additional costs by having
to file a financing statement to recover unpaid merchandise. We sold
the merchandise in good faith and have signed contracts by the consumer
acknowledging their acceptance of the merchandise and their agreement
to pay according to the contract terms. We feel this should entitle

us to recovery of those unpaid goods without the expense of filing

C&F'I March 18, 1986

Attachment I

financing statements.

The cost of filing the financing statement is of great concern, but

equally important is the inconvenience to the consumer to be delayed at 'I i
the cash register to complete the necessary paper work or the inconvenience
of being referred to the credit office to complete the paper work. Kansas

and Oklahoma were two of the few states where an unfiled agreement was not

Montgomery Ward
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recognized as being secured. In May of 1985, Oklahoma made a change
in their interpretation of the Uniform Commercial code by recognizing
purchase money security interest as a valid entity without the need
to file. This leaves Kansas as the only midwest state not recognizing

the validity of purchase money security interest.

A concern could be raised as to how this bill would affect a bank or
finance company that was considering making a loan secured by household
goods when the bank or finance company would have no way of knowing

of a prior lien. To answer this concern, I contacted several banks

and finance companies in Kansas and found that nore of the ones T
contacted were making loans secured by household goods. The reason
this type of loan is no longer made is because of a bankruptcy revision
in 1979 which made non-purchase money security interest items exempt

in bankruptcy proceedings.

In closing, we appeal to your fair sense of play by asking you to take
the same course of action as our neighbor, Oklahoma, by interpreting
purchase money security interest as a valid security without the necessity

to file a financing statement.

A DR

Rex Hester
Collection Manager
Montgomery Ward & Co., Inc.

Montgomery Ward
I
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Mr. Chairman, Members of the Committee, I am Tom Groneman, Register
of Deeds from Wayndotte County and Chairman of the Legislative
Committee of the Kansas Register of Deeds Association I appear

before you today in opposition to Senate Bill #502.

Senate Bill #502 amends the Uniform Commercial Code doing away with
the necessity to file financing statements to perfect a purchase
money security interest in consumer goods. This requirement has
been in effect since 1868, first under the statutes governing chattel

mortgages and since 1966 as part of the Uniform Commercial Code.

The purpose of the requirement is notification to the public of
existing 1liens on personal property. The general public, including
banks, lending companies, attorney's, abstractors, etc. who now rely
on this information on a daily basis will find this information

unavailable to them if Senate Bill #502 passes.

Individuals who do not own real estate, and only have consumer goods
for collateral, will find it difficult to get a needed loan. Lenders
will be hesitant to loan money on consumer goods if they cannot find out

about existing liens.

Besides the loss of notification to the public there will be a loss
of revenue to counties. It is estimated that over 50% of current
filings are for purchase money security interests. This relates

to a loss of $25,000 a year to a county such as Wyandotte and

$12,000 a year for a county such as Reno.



i e

PUBLIC TESTIMONY
ON
SB 455

TO THE
HOUSE COMMITTEE ON

'COMMERCIAL AND FINANCIAL
INSTITUTIONS

BY
KANSAS BANKERS ASSOCIATION

MARCH 18,1986

Attachment IIT
C&FI
March 18, 1986




The KANSAS BANKERS ASSOCIATION

A Full Service Banking Association

March 18, 1986

TO: House Committee on Commercial Institutions and Insurance

RE: SB 455 — The Holding of Real Estate

Mr. Chairman and members of the Committee:

We appreciate the opportunity to appear before the committee .and discuss the
provisions of SB 455. This bill amends the state banking code and would allow
banks to hold real estate acquired in the satisfaction of debt, purchased in
satisfaction of debt, or purchased at judicial sale for a period of 10 years
rather than 5 years as is allowed under current law.

As the attached article from the Wichita Eagle-Beacon shows, one of the real
crises in agriculture today is the continuing decline in the value of agricul-
tural land. This one sentence from the article puts the problem in very sharp
focus: "Never in Kansas history have farmland values fallen as steeply in
back-to-back years (1984-85) - not even during the worst years of the Dust Bowl
and Great Depression.” The economists responsible for compiling the statistics
used in the article point out that one of the major reasons for the decline is
the "glut of farmland on the market.” This is why the KBA is requesting the
passage of of SB 455 which would have the impact of keeping additional agricul-
tural land from being dumped on an already depressed farmland market.

Tncluded with this testimony is a print-out showing that all Kansas banks as of
12/31/84 held some $268.6 million in agricultural real estate loans. This
figure does not include real estate used as collateral for agricultural produc-—
tion loans and the dollar amount of that real estate would probably exceed $500
million. Statistics provided by the State Banking Department show that at
year—end 1983 state-chartered banks in Kansas held $86.1 million in "other real
estate” (acquired in satisfaction of debt and at judicial sale). By year—end
1984 this figure had risen to $100.4 million and as of September 1985 it had
reached $122.2 million. There is every reason to believe this upward trend will
continue in 1986.

1f the banks are forced to place any significant percentage of this real estate
on the market because the 5-year limitation on the holding of real estate has
expired and since the great majority of that real estate is agricultural land,
it will obviously have the effect of creating an additional "glut” on the ag
land market, thus driving prices down further. We believe an extension of that
5-year limitation to 10 years may well give banks the opportunity to hold that
real estate until some stagbility has returned to the ag land market.

Office of Executive Vice President o 707 Merchants National Building
Eighth and Jackson @ Topeka, Kansas 66612 e (913) 232-3444
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There are also many banks who have worked out arrangements with debtors to lease
back the land and continue to farm it. In several instances, those arrangements
are now jeopardized by the 5-year limitation.

We truly believe this change in the law will be of benefit not only to 400-plus
Kansas banks involved in agricultural lending, but also to the farmers and
ranchers of Kansas since it will give the banks more flexibility to work with
their ag customers and will also keep additional amounts of farm land from being
unnecessarily dumped on an already depressed market.

Thank you for your consideration of SB 455 and we strongly urge the committee to
recommend the bill favorably for passage.

ames S. Maag
Director of Research

JsM/1js



Land

‘alues

Nearly Half

K

By Tom Webb
Staff Writer

rices

The value of Kansas agricultural land deteriorated so
severely in 1985 that a typical ranch is now worth haif of its

1981 price, according to a survey released Tuesday by the

Federal Reserve' Bank of Kansas City.

. Kansas farmland fell 19 percent in value last year, and
that’s atop a 20 percent drop in 1984, the survey said. Never

in- Kansas history have farmland
values fallen as steeply in back-to-
‘back years — not even during the

worst years of the Dust Bowl and
Great Depression.

™The effect that it has on farm-
ers, it also has on banks,” said
Kim Norris, a researcher at the
Kansas City Fed. “Obviously when
farmland values fall, the value of
farmers’ collateral falls.” 2

And, Norris said, that means:

bankers sometimes have to call in
loans. ' '

With about 24 million acres of
farmland, 17 million acres of
ranch land and 3!4 million acres
of irrigated land in Kansas, paper

losses since 1981 are approachin
$13 billion. .
~ Economists cite high interest
rates, depressed crop prices, the
~ easing of inflation and a_ glut of
. farmland on the market 3s major
‘reasons farmiand values have de-
clined 44 percent sj ing i
1981. Ranch land has dropped 50
. percent in value, with non-irrigat-
ed land down 39 percent, the sur-
vey said. o ,
~ The findings are based on a
quarterly survey of Kansas bank-
ers. The figures are statewide
averages for an acre of good farm-

land, so prices vary from region to

cregion. - % H

“The continuing decline in land
values represents a continuing de-
cline in the net worth of the land
owner and a decline in the collat-
eral value of that property,” said
Don Caviness, a spokesman for
Wichita Farm Credit System,
which holds more farmland loans
than any other lender. )

“In the last three months of 1985,
non-irrigated farmland fell an-
other 4 percent in value, irrigated
land dropped 7.5 percent and
ranch land declined an average of
6 percent, the survey showed.

Figures also said that laqd
prices nearly collapsed last fall in
Oklahoma. In just three months,
Oklahoma farmliand values fie-
clined by 14 percent — signaling
that falling oil prices also are
pressuring farmland values.

- «you'll recall a few years ago
when energy prices were increas-
ing, and there were some phenom-
enal leases paid by energy compa-
nies for exploration - rights,”

@ FARMLAND, 5D, Col. 1
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Caviness said. “That situation has -

totally reversed itself, and I would
think that would be a major con-

:tribution to the drop in land values
~of those areas.”. -

. The decline is- most womsome

-for farmers who are selling land,
-and for farmers who borrow large
-amounts of money using their land

as collateral, analysts say. Bankers
are responding by demanding
more collateral for loans. .-
“It's a contributing factor to the
numerous ag bank failures that we

- see,” said Norris.

_ The story is much the “same
throughout the Midwest. Nebraska
farmland has declined in value by
51 percent since 1981. Oklahoma
farmiand is down 46 percent. Mis-

souri land has dropped 46 percent.

In Kansas, good-quality farm-
land now sells for an average of
$428 an acre, with irrigated land
bringing an average of $667 and

ranch land an average of $196 an .

acre, the survey said.

Although the trend continues
down, economists at the Kansas
City Federal Reserve expect land
prices to stablize by the end of

_.1986.

Alison Kuhn/Staff Artist )

The Farm Credit System also stabliged and have begun to move
sees a bottom to the free-fall. " up slightly,” Caviness said. “We
“In some areas, prices have think that’s very encouraging.”
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Greeley

Haolyrood
Kanapolis
Lorraine
Wilaon
Garden City

Halcomb
Bucklin

Dadge City

Spearyille

Ottawsa

Pomana
Richmaond
wellgville
Junct ity

Fart Riley
arainfield
Grinnell
Quinter
Bogue
Hill City

Morland

Nysses

Cimarran
Ingalls
Montezuma
Tribune

Bank of Holgrood
kanopolis State Bank
Larraine State
wWilzaon State

Fidelity State Bank
Fourth Bk of Garden City
Farden Mtl.

western State Bank
First Mtl.

Bucklin State Bank
Farmers State

Bank of the Southwest
Fidelilty State

First Mational

First il
Frpd C ulmf
First MLl
Kansas State Bank
Peoples Mb & Tr Ottawa
Citizens State

Peoples State
wallayille Bank

Central Mb of Junct City
First Mat Bk & Tr Co
First State Bank

Fart Riley Mt Bank
Citizens State Bank
Penples State Bank
Firat Mil.

Farmers State Bank
Consalidated State Bank
F & M Bank of Hill City
Citizens State

Grant County State
Southwest Kansas Nl
Firgt Mtl Bank in Cimarman
Farmers State Bank
Montezuma State
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Greermwood

Hamilton

Harper

Harvay

Eureka
Eureka
Fall River
Hamilton
Madizan

TEVENY
Syracuse

Anthony

&ttica
Frasport
Harper
Burrtaon
Halstead
Hesston
Mewston

|'t|
nu

Sedgwick
wWalton
Satanta
Subleiie
Hanston

Adetmare
Circleville

Holton

wWhiting
Me Louth
Meriden

Mortonyille

Qzkaloosa
Perry

Yalley Falls

Eurr Qak
Echan
Formosno

Home Bank
Citizens Mational

Fall Fiver State Bank

First Hil
First MLl
Madison Bank
Severy State
First Mtl.
Yalley State
Citz. ML
First Mtl
First Ntl.
Fresport State Bank
First Mtl.
Sta
Halztead Bank
Heestun State Bank
irst Bank
Kangaa State Bank
Midland Ml Bank
Sedgwick State
¢31f0n State

State Bank
H-:u::keH County State
Hanston State Bank

"rl

Farmers State Bank

Farmers State Bank
Denison State Bank
Kanzas State Bank
tate Bank
Bank of Mc Louth
State Bank

Bank of Maortonville
State Bank

Bank af Ferry
Kendall 5tate
Burr Oak State Bank
State Bank of Esbon
Formoso Bank

te Bank of Burrton
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Jewyall

Jahnzon

F.earny
Kingman

Jewell

Mankatio

Randall
[‘J g 33; ota

Mathe
Overiand Pk

Overlank Pk
Prairie Yill

CRaoeland Prk

Shaw [Migs
Shawnee

Spring Hill
Stanley
Lakin
Cunningham
Kingman

Citizens State Bank

First Bil

State Exchange Bank

Randall Bank

De Soto State Bank

First Mtlaf S haefilifainn

Farmers Bank & Trust Co

Gardner Mil. Bank

Country Hill Bank

First Mt)l. Bank & Tr C

Lenexa MEl.

United Kansas Bk & Tr

Miszion Bank

First Hil

Heritage Bank

Fatrons State Bk & Tr Co

Olathe State

College Blwd

LGFDDFBTP54 ndf State

Flrcfx_unf1npnfu15P & Tr
sas American Bank

31 State

Dak FPark NWtl.

Overiand Pk 51 Bk &

Valley View State

First Mtl. Bk of Overland

Johnson Co B&T

Kansas Mat Bk & Tr Co

Southgate Bank

Midamerican Bk & Tr Co

Migsion Hills Bank Ma

Citizensz Bank & Trust

Shawnee State

State Bank

State Bank

Kearny County Bank

First Mtl Bank

First Mt

S5tate Bank
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Kingman

Kiowa

Labeite

Lane .

Leavenyyor

Lincaln

Linn

Murdock
Morwich
Greensburg
Haviland
Mullinville
Altarmont
Chetopa
Edna
Oewrago

Dighton
Healy
Easton
Fort Lunw
Lansing
Leavenwrih

Tonganoxie
Barnard
Beverly
Lincaoln

ylvan oy
Blue Maound
Centerville
La Cygne
Mound City
Pleazanton

winana
Americus

" Ernporia

Murdock State
Farmers Siate
Greensburg State Bank

Hayiland State Bank

Firzst State

Labetie County State Bank

Chetopa 5t Bk & TrCo
Firct State Bank
American State

First Mil

Firet Wb and Tr Company
Parsons Commercial
State Bk

First Wtl, Bank of Dighton
Firet State Bank

Egston State Bank

Army Mational

First State Bank
Firct Mb & Tr Lo
Leavewworthhnl.BkEiTr
Manufacturers State Bank
First State Bank & Trust
Earnard State Bank
Beverly State Bank
Farmers Mtl.

Saline Valley Bank
Sylvan Ctate

Farmers State Bank
Centerville State Bank
Linn County Bank
Farmers & Merchants
Rank of Pleasanton
State Bank
Prescott State

Fartrer State

Farmers State
arnericus State Bank
Admire Bank & Trust
Citizens Mational
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COUNTY CITY BANK AMT LOANS AMT AG RE

Lyon Emporia Emparia State BK 33,799 33.799
Lyan County State Bank 18_,42'2 55 260

Hartford Hartford State Bank 5,671 164,459

dlpa Olpe State 7,850 52593

Reading Reading State 1,284 24,472

Marion Burns Burng State Bank 2,413 129954
purham Durham State Bank 2,025 76.95

Florance Flarence State Bank 7 94683

o
. 0
=

Gnegsel wheatland Bk af Goezzel 4}4{]@ 48 .4
Hillzbora First Mtl. 15,434 Af0.5584
Lincolnyille Pilsen State 3,679 150,539
Marian Farmers & Drovers Mil. 4,565 44737
Marion Mtl 5 198 58 366

Peoabody Feabody State 10,052 512657
RFamona Ramona State 1 368 g0 102
Tampa Tampa State 6,025 7712
Marshall ftell State Bank of Autell £,130 12873
Beattie Marshall Co. Bank 28615 104,155
Blue Rapids State Bank of Blue Rapids £ 050 2415
Bremen Bremen State Bank | BED 20112
Frankfort  First Mational 5 GO6 5316
Marysville  Citizens State 14,523 {,176.363
Ewe Bl Schrmidt & Koester 45,095 256062

fketa Blue Valley MLl 4,035 4035

127 764

o I
]
(A m]
0

cummerfld  First Nl 1,418 0
Vermillion  Wermillion State 4 538 05 208
waterville Citizens State 4_;;_1?5 285 605
McPherson Canton Farmers State Bl & Tr Lo £ 502 {
” .Siate Bank of Canton £ 504 Q04 056
Falva Farmers State Bank Z,659 124 406
Inman Bank of Inman 6,467 219.5748
Lindsborg ~ Farmers State 14,353 2 095538
Marquette  Marguette Farmers st 5,020 271.08
McPherson  Home State Bank & Tr Co 22 545 247995
McPherson Bank & Trust G4 420 { 03308

Peaples Bank & Tr Lo 22801 XuL.J.UE

Moundridge Citizens State 13,021 143 231
Roxbury Roxbury State 040 170.43

Meade Foweler Fowler State Bank
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Meade

Miami

Mitchell

Mantgomert

Marris

HMaorton
Memaha

Hensho

Meade
Flains
Louisburg

Osawatomie

Panla

Beloit

Cawker City

Glen Elder

“Hunter

Simpson
Tipton
Caney
Cherryvale

Coffeyville

Elk City

Independce

Council Grve

D g fit
white City
Elkhart
Bern
Centralia
Corning
Gaff
Zabetha

Wetmore
Chanute

First Ml

Plains Slate

Bank of Louisburg

First Mb

American State

First Bank & Trust
Citizens State

Miami City Ml
First Mtl. Bank

Guaranty State Bank
Farm & Merchants 5t BK
Traders State Bank
Farmers State
Farmers-State

Tipton State

Caney Yalley Mational
Panples State Bank
Coffeyville State Bank
Condan Mational

Firgt Mtl. Bk of Coffeyville
First Mil. Bank

Citizens Mb in Independy
independence State Bank
Council Grove Ml Bank
Farmers & Drovers Bank
Farmers State Bank
First Mtl.

First State Bank

State Bank of Bern

Firet Mational

Farmers State Bank
Firet Mt] Bank of Goft
Farmers State

Morrill State Bank & Tr Ca
Baileyville State
Citizens State
Community Ml

First NiL

Bank of Commerce
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10,916
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Meosha
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Ozborne

Ottawa

Pawnee

Phillips

Pottawatar

Chanute
Erie

St Paul
Ctark
Thayer
Bazine
Mess City
Ransom
Hica
Almena
Lenara
Horton
Morton
Buriingame
Carbondale
Lyndat
Ozage City
Jverbrook

Downe

Matama
Oshorne

Fortis
Bennington
Delphos
Minneapolis
Tescott -
Burdett
Larned

AQra

Logan

Long I=sland
Phillipzburg
Stuttgart
Qisburg
Onaga

First Mtl. Bank of |
Home State Bank
Exchange State
Stark State Bank
First State
Bazine 5tate Bank
First State
First State
Citizens State
First State Bank
Exchange Bank
First Security Bk & Tr Co
First State
First State Bank
State Bank of Carbondale
Lyndaon State

Citizens State
First Security
Kansas State Bank
Downs M1, Bank
State Bank of Downs
First Hil
Farmers Ml
First State Bank & Tr Co
Firet State
Bennington State Bank
State Bank of Delphos
United Bank
Bank of Tescott
Burdett State Bank
First Mt1. Bk & Tr
First State Bk & Tr Co
Farmers Htl.
Firgt Mtl
Commercial Slate
First Mb of Phillipsburg
Farmers State
Union State
First Htl

Chanute

34,467
13,111
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COUNTY cCITY BANK-. AMT LOANS AMT AG RE

[m 4]
n

Fottawator &t Marys St Marys State 1 1,173.048
Wamego Firgt Ntl 316.73

Kaw Walley State Bk & Tr 135509

wWestmrland Farmers State 624546
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co

Fratt Coats Coats State Bank 7 54218
fuka [uka State Bank 272 29536

Pratt First Hil. 21,635 194715

Peoples Bank 29,994 379.40d

Rawlinz &twond Farmers Bank & Trust 16,947 1,965.852
State Bank of Atwood 15,347 92.0a2

Herndon State Bank of Herndan 3,726 163.844

Ludell Farmers State 1,269 0

. Mz Donald  Peoples State 5,873 §5.095
Fero arlingtan  Citizens State Bank 3,21 350632
Buhler Buhler State Bank &, 50 0

SV T

Haven Haven State Bank 7,22 173204
Hutchinzon Central State Bank 59,544 554984
Commerce Bank 106,727 ¥

First Wil 63,938 191814

Hutchinson Ml Bank & Tr 102,605 20521

Mickerson  Mickerzon State 3,554 191.08
Flevna State Bank 796 4776
Fretty Prair State Bank 4 606 02 842
Souyth Hutch Bank of Kansas 16,577 O
Sylvia Sylvia State 2,610 26148
Turon Turan State 7,705 23115
Yoder Farmers State sl G62.064
Republic  Belleville First Mational 10,132 SZh.004d
Peoples Mt] ,o05 218624

Courtland Swedish American St 679 23037
Munden Munden State 463 4452

0

[0 3 J——
0
e e
<
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Scandia Siate Bank

o S &
'205"

Rice &lden Alden State Bank 26 257568
Buszhton Bushton State Bank 182 20728

Chase Rice County State Bank 28 54512

Gehesen Citizens State Bank 942 161136

Little River Home State 432 47 256

15 Chandler Bank 20 724
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Lyons State Bank



COUNTY CITY BANK AMT LOANS AMT AG RE

Rice Raymand Raymond State 2,286 91.44
Sterling Farmers State 13,958 111.664

First Mt 7,055 172338

Riley Leonardville Leonardville State 3,787 151.4i
Manhattan  Citizens Bank & Trust Co 37,745 7549

First Mb 51,065 {0

Kansas State Bank 22,873 137238

Union Mb&TcC 55,630 325.18

Riley Riley State 10,236 S0Z.66838

Rooks Palco First MLl 2,718 296 262
Plainville  Plainville State 13,308 79548

Stockton Stockton Ht]. 15,596 1,871.52

Woodston  Rooks County State 1,725 346,725

Rush Alesander  Alexander State Bank 4,013 4013
Bison Bison State Bank 2763 226565

La Crogsse  F&M State Bk of Rush City 24,5168 2034828

Home State Bank 10,679 640,74

Mc Craken  Citizens State 9,199 119557

Mekoma Mekoma State 1,285 95 335

Otis Otis State £,501 259.564

Timken Timken State 2,717 S61.267

Rugsall Borham Gorham State Bank 5,694 505.744
Lucas Farmers State 7,780 217.84
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Ruzzell Home State 47,053 3,240.7683

Ruzzell State 42,123 3,0d0.852

Saline Assaria Agsaria State Bank 5,654 TOETD
Falun Falun State Bank 1,815 3632

Gypsum © © Gupsum Yalley Bank 3,187 0923283
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Sedgwick

Seward

Shawnee

Derby

Farm & Merchants 51 Bank
First Wil Bank of Derby

Garden Plain Garden Plain State Bank

Goddard
Haysville

Maize
Maunt Hope
Valley Cntr
wichita

Liberal

&uburn
Rozswille
Silver Lake
Topeka

Suburban wWest State Bank
First Mtl.

Haysville State Bank
Maize State Bank

First Nb of Mount Hope
Arkangas Valley State
Bank aof Mid America
Boulevard State
Central Bank & Trust
Charter Bank Ma
Chishalm Trail State
City Bank & Trust

East Side Bank & Trust
First Mtl
Foaurth Mil. Bk & Tr
Kansas State Bank & Tr
Mtl. Bank of Wichita

St ML

Twin Lakes State
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United American Bk & Tr
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Silver Lake State
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Commerce Bank & Trust
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First State Bank & Tr Co
Highland Park Bank & Tr
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Shawnee

Sheridan

Sherman

Smith

Stafford

Stantan
Stevens
Sumner

Thomas

Topeka

Haxie

LJJ “—:‘

elden
Goodland

Gaylord
Kensington
Lebanon
smith Cntr

Hudzon
Macksyille

St John

Stafford
Johnszon
Hugaoton
Argonia
Belle Plain
|

Caldwel

Conway =pgs

Mayfield
Mulyane
Qxfard
wellington

Brewster
Colby

Fexford

Kaw Valley 5t Bank & Tr

Merchants MNt1

Morth Flaza State
Southwest Bank & Trust

Topeka Bank & Trust

First Ntl.

Hoxie State Bank

Selden State

Firet Mtl Bk of Goodland
Goodland State Bk & Tr Lo

Farmers Mtl. Bk of Gaylord

First Mb of Kensington

First Ntl.

First Wil

Srmith City St Bk & Tr

Hudson State Bank

Farmers & Merchants 5t

Macksville State

First Mtl. Bank & Trust

St John Ml

Farmers Mtl.

Johnson State Bank

Citizens State Bank

Farm & Merchants State

e Yalley State Bank

Caldwell State Bank

Stock Exchange Bank

First Mil. Bank

State Bank of

Mayfield State

Mulvane State

Dxford Bank

Bank of Commerce & Tr

First Ktl

Security State

Brewster N1, Bank

Farmers & Merchanis Bank

Thomas County Mt

Peoples State
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COUNTY CITY BANK AMT LOANS AMT AG RE
Trego ‘Wakeeney  First Bank b, 188
Treqgo Wakeeney State 15,50
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Wabaunsee Alma Firet Mtl. 9 080 17252
Alta Vista  Alta Vista State Bank 4,424 513.184
Eskridge Eskridge State Bank g,103 129645
Harveyville First Mth 2,615 0
Maplehill Stockgrowers State 2541 257 9645
Wallace Sharon Sprg Peoples State 7,340 o7 168
washingtor Barnes State Exchange Bank 2,547 112.068
Clifton Firat Mtl. Bank in Clitton 2,094 g53.76
Greenleaf Citizens Mtl. 10,063 161.008

Haddam Citizens State Bank 135 0
Hanover Community State Bank 9,151 304,342
Linn Linn State Bank 17623
Falmer Bank of Palmer
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wWichita Leoti First State 17,664 =2.992
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Kangsas City Arrowhead State Bank 15,280 1624
" Brotherhaod Bank & Tr Co 54 104 108,208
Commercial Mt Bank 125,907 1,0895.256
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Authority to hold real estate

12 USC 29—A national banking association may pur-
chase, hold, and cenvey real estate for the following pur-
poses, and for no others:

First. Such as shall be necessary for its accommodation
in the transaction of its business.

Second. Such as shall be mortgaged to it in good faith
by way of security for debts. previously contracted.

Third. Such as shall be conveyed to it in satisfaction of
debts previously contracted in the course of its dealings.

Fourth. Such as it shall purchase at sales under judg-
ments, decrees, or mortgages held by the association, or
shall purchase to secure debts due to it.

But no such association shall hold the possession of any
real estate under mortgage, or the title and possession of
any real estate purchased to secure any debts due to it,
for a longer period than five years, except as otherwise
provided in this section.

For real estate in the possession of a national banking
association upon application by the association, the
Comptroller of the Currency may approve the posses-
sion of any such real estate by such association for a
period longer than five years, but not to exceed an addi-
tional five years, if (1) the association has made a good
faith attempt to dispose of the real estate within the five-
year period, or (2) disposal within the five-year period
would be detrimental to the association. Upon notifica-
tion by the association to the Comptroller of the Cur-
rency that such conditions exist that require the expendi-
ture of funds for the development and improvement of
such real estate, and subject to such conditions and limi-
tations as the Comptroller of the Currency shall pre-
scribe, the association may expend such funds as are
needed to enable such association to recover its total
investment.

Notwithstanding the five-year holding limitation of this
section or any other provision of this title, any national
banking association. which on the date of enactment of
this paragraph held, directly or indirectly,-real estate, in-
cluding any subsurface rights or interests therein, that
since December 31, 1979, had not been valued on the
books of such association for mere than a nominal
amount, may continue to hold such real estate, rights, or
interests for such longer period of time as would be per-
mitted a State chartered bank by the law of the State in
which the association is located if the aggregate amount
of earnings from such real estate, rights, or interests is
separately disclosed in the annual financial statements
of the association.

Change of name or location

12 USC 30—(a) Any national banking association,
upon written notice to the Comptroller of the Currency,
may change its name, except that such new name shall
inciude the word ““National™.

(b) Any national banking association, upon written no-
tice to the Comptroller of the Currency, may change the
location of its main office to any authorized branch loca-

National Banking Laws

tion within the limits of the city, town, or village in which
it is situated, or, with a vote of shareholders owning two-
thirds of the stock of such association for relocation out-
side such limits and upon receipt of a certificate of ap-
proval from the Comptroller of the Currency, to any
other location within or outside the limits of the city,
town, or village in which it is located, but not more than
thirty miles beyond such limits.

- Effect of change of name

12 USC 31—All debts, liabilities, rights, provisions, and
powers of the association under its old name shall de-
volve upon and inure to the association under its new
name.

Effect of change of name or location

12 USC 32—Nothing contained in sections 30 and 31
of this title shall be so construed as in any manner to
release any national banking association under its old
name or at its old location from any liability, or affect any
action or proceeding in law in which said association
may be or become a party or interested.

eConversion of State banks into national banks

12 USC 35—Any bank incorporated by special law of
any State or of the United States or organized under the
general laws of any State or of the United States and
having an unimpaired capital sufficient to entitle it to be-
come a national banking association under the provi-
sions of the existing laws may, by the vote of the share-
holders owning not less than fifty-one per centum of the
capital stock of such bank or banking association, with
the approval of the Comptrolier of the Currency be con-
verted into a national banking association with a name
that contains the word '‘nationai'’: Provided. however,
That said conversion shall not be in contravention of the
State law. In such case the articles of association and
organization certificate may be executed by a majority of
the directors of the bank or banking institution, and the
certificate shall declare that the owners of fifty-one per
centum of the capital stock have authorized the directors
to make such certificate and to change or convert the
bank or banking institution into a national association. A
majority of the directors, after executing the articles of
association and the organization certificate, shall have
power to execute all other papers and to do whatever
may be required to make its organization perfect and
complete as a national association. The shares of any
such bank may continue to be for the same amount each
as they were before the conversion, and the directors
may continue to be directors of the association until oth-
ers are elected or appointed in accordance with the pro-
visions of the statutes of the United States. When the
Comptroller has given to such bank or banking AssocCi-
ation a certificate that the provisions of this Act have

Prrmtretior'e AMami sl far Matinmal Bante




The KANSAS BANKERS ASSOCIATION

A Full Service Banking Association

Amend S.B. 455 as follows:

After line 149, insert the folipwing:
"Sece. 3. K.S.A. 1985 Supp. 9-1104 is here by amended to read as follows:
9-1104. (a) The total liabilityeees

The legality of a loan or advance hereunder shall be determined as of
the date the loan or advance is made.

The whole or that portionese.e.
Sec. 4. K.S.A. 9-1609 is hereby amended to read as follows:

9-1609. Any state or national bank or trust company qualified to act
as fidiciary in this state may establish common trust funds for the
purpose of furnishing investments to itself as fiduciary, or to
another state or national bank or trust company, as fiduciary, which
is a subsidiary of the same bank holding company of which it is a
subsidiary, as such terms are defined in K.S.A. 1985 Supp. 9-519; and
any state or national bank or trust company qualified to act as
fiduciary in this state may, as such fiduciary or co-fiduciary, invest
funds which it lawfully holds for investment in interests in such
common trust funds, if such investment is not prohibited by the
instrument, judgment, decree, or order creating such fiduciary
relationship, and if, in the case of co-fiduciaries, the bank or trust
company produces the consent of its co-fiduciaries to such
investment. The state banking board is hereby authorized to adopt
rules and regulations for a plan or operation for the management of
such funds for state banks and trust companies.

In line 150, by renumbering the section as Section 5; by inserting”, 9-1609"
after K.S.A. 9-1102; and by inserting "and K.S.A. 1985 Supp 9-1104" after
17-5904.

In line 151, by renumbering the section as Section 6.
In the title, by inserting the following immediately after the second semicolon:

"concerning loan limits; concerning common trust funds; by inserting ", 9-1609"
after K.S.A. 9-1102; by inserting "and K.S.A. 1985 Supp. 9-1104" after 17-5904.

C&FI
I March 18, 1986
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9-1101 BANKS AND BANKING _
1971, ch. 32, § 1; L. 1973, ch. 44, §1; L. the United States, shall be exempt from any s
1973, ch. 45, § 1; L. 1975, ch. 44, §12; L. limitation if such guaranty, agreement or I
1982, ch. 50, § 1; L. 1983, ch. 46, §2; L. commitment must be performed by the i
1984, ch. 49, § 1; L. 1984, ch. 48, §4; L. payment of cash or its equivalent within 60 k
1985, ch. 56, § 2; L. 1985, ch. 57, § 1; July L. days after demand; (3) the total liability in I
’ the form of notes or drafts to any bank of any s
9.1164. Limitation on loans; excep- person, copartnership, association or corpo- | $
tions; date for determination of legality of ration, including in the liability of a copart- : 1
loan; liability of bank officer or employee nership or association the greatest of the ‘1 ¢
not to exceed certain amount; “unimpaired individual liabilities of the respective 1
surplus fund” defined; order to reduce ex- members thereof, and including in the lia- {
cess loan to legal limit. (a) The total liability bility of a member of a copartnership or 1
to any bank of any persom, copartnership, association the liability of the copartnership 1
association or corporation, including i the or association, may equal but not exceed ¢
liability of a copartnership or association the  25% of the amount of the capital stock paid '
greatest of the individual liabilities of the in and unimpaired and the unimpaired sur-
respective members thereof, and including  plus fund of such bank provided such lia-
in the liability of a member of a copartner- bility is secured by shipping documents or
ship or association the liability of the co- instruments transferring or securing title
partnership or association, shall not at any covering readily marketable nonperishable
time exceed 15% of the amount of the capi- grains, seeds or livestock or giving a lien on
tal stock paid in and unimpaired and the readily marketable nonperishable grains,
unimpaired surplus fund of such bank, sub- seeds or livestock having a market value at
ject to the following: (1) So long as the all times of not less than 115% of the amount
obligation of a drawer, endorser or guaran- by which such total liability exceeds 15% of
tor remains secondary, it shall not be in- the amount of the capital stock paid in and
cluded within the meaning of the term lia- unimpaired and the unimpaired surplus
bility; but the discount of bills of exchange, fund of such bank, which market value in
o whether or not accepted by the drawee, thecase of livestock is supported by written
drawn in good faith .against actual existing appraisal of an officer of the bank or an
values, loans upon produce in transit, loans independent professional appraiser made
upon bonded warehouse receipts issued to not more than six months previously, and
the borrower by some other person, firm or which grains and seeds are adequately in-
corporation as collateral security, the dis- sured; (4) the discount of bills of exchange
count of commercial or business paper ac- drawn.against or issued against a consignee
tually owned by the person negotiating the or purchaser for materials or commodities
same, loans secured by not less than a like previously sold and shipped, and which
amount of treasury bills, certificates of in- materials or commodities, or the proceeds
debtedness, or bonds or notes of the United thereof, are in the possession, control or
States of America or instrumentalities or custody of the purchaser or consignee shall
agencies thereof, or those fully guaranteed be considered as the discount of bills of
by them, or general obligation bonds or exchange drawn in good faith and against
notes of the state of Kansas, or of any mu- actual existing values, without the necessity
nicipality or quasi-municipality thereof, or  of the acceptance of a draft or the necessity
of other states of the United States, or of any of a lien on the materials or commodities, or
municipality or quasi-municipality thereof, their proceeds; but such bills shall be sub-
shall be exempt from any limitation; (2) the ject to a limitation of 15% of such capital
whole or that portion of any loan which is  stock and unimpaired surplus fund for and
secured or covered by a guaranty, or by a upon each purchaser or consignee; (5) the
commitment or an agreement to take over or total liability in the form of notes or drafts to
to purchase, made by any federal reserve any bank of any person, copartnership, as-
bank, or by the United States of America, or  sociation or corporation, including in the
any department, bureau, board, commis- liability of a copartnership or association the
sion, agency or establishment of the United greatest of the individual liabilities of the
States of America, including any corpora- respective members thereof, and including
tion wholly owned, directly or indirectly by  in the liability of a member of a copartner-
134 s
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9-1111

ship or association the liability of the co-
partnership or association, may exceed lim-
itations otherwise imposed by this section
by 10% of the amount of the capital stock
paid in and unimpaired and the unimpaired
surplus fund of such bank provided that
such total liability is secured as to payment
by first lien or liens upon real estate in fee
simple, to the extent of the value thereof,
having an appraised value of not less than
twice the amount by which such total lia-
bility exceeds limitations otherwise im-
posed by this section, and where such ex-
cess liability is secured by lien instrument
under the terms of which any installment
payments are sufficient to amortize the en-
tire principal amount of such excess liability
within a period of not more than 20 years;
(6) the limitations of this section shall not
apply to time deposits which are considered
to be loans to the extent such time deposits
are insured by: (A) The federal deposit in-
surance corporation or its successors; or (B)
the federal savings and loan insurance cor-
poration or its successors.

The legality of a loan or advance hereun-
der shall be determined as of the date the
loan or advance is made.

The whole or that portion of any loan
which is secured as to payment by a time
deposit of the borrower in the bank in an
amount equal to 115% of the amount of the
indebtedness shall be exempt from any
limitation under this subsection (a).

(b) The liability of any active officer or
employee of any bank shall not exceed 5%
of the amount of its paid in and unimpaired
capital stock and unimpaired surplus fund.
Any loan made to any officer first must be

.approved by the board of directors and en-

tered upon their minutes where the total
liability of the officer to the bank, including
the loan made, will exceed $10,000.

(c) For purposes of this section, the term
“unimpaired surplus fund” includes all
capital accounts (other than capital stock)
derived from either paid-in capital funds or
retained earnings, not subject to known
charges, and which are considered inter-
changeable by resolution of the bank’s
hoard of directors. The state bank commis-
sioner, with approval of the state banking
board, may further define the term “unim-
paired surplus fund” by regulation, and the
provisions of article 4 of chapgter 77, of the

“l

Kansas Statutes Annotated shall not be ap-
plicable to such regulation or regulations.

(d) The commissioner may order any
excess loan reduced to the legal limit, and
after 60 days from the receipt of the com-
missioner’s order no bank shall carry the
excess of such loan and a failure to comply
with any order made hereunder shall be
grounds for the hearing provided in K.S.A.
9-1805, and amendments thereto.

History: L. 1947, ch. 102, § 33; L. 1949,
ch. 110, § 2; L. 1951, ch. 120, § 1; L. 1975,
ch. 44, § 14; L. 1976, ch. 56, § 1; L. 1982, ch.
51, § 1; L. 1983, ch. 47, § 1; July 1.

CASE ANNOTATIONS

1. Contract to loan money enforceable even though
bank under Kansas law could not legally lend total
amount needed. National Farmers Organization v.

Kinsley Bank, 731 F.2d 1464, 1467 (1984).

9.1111. Branch banking prohibited; at-
tached teller facilities and detached auxil-
iary banking services facilities authorized;
conditions and restrictions; transactions by
remote service units authorized; conditions
and restrictions; “remote service unit”’ de-
fined. The general business of every bank
shall be transacted at the place of business
specified in its certificate of authority, and it
shall be unlawful for any bank to establish
and operate any branch bank, branch office
or agency or place of business except as
hereinafter provided:

(a) Any bank domiciled in this state may
have an attached auxiliary teller facility lo-
cated on the premises specified in its cer-
tificate of authority;

(b) in addition to an attached auxiliary
teller facility, any bank domiciled in this
state may, subject to the requirements and
limitations hereinafter prescribed, establish
and maintain not more than three detached
auxiliary banking services facilities;

(¢) any bank electing to establish and
maintain the maximum number of detached
auxiliary banking services facilities permit-
ted under the provisions of subsection (b) of
this section, shall establish and maintain or
continue to maintain at least one of such
detached auxiliary services facilities at a
location within 2,600 feet of the premises
specified as its principal place of business
in its certificate of authority; °

(d) each bank establishing and main-
taining detached auxiliary banking services

L)
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TESTIMONY OF: Rita M. D'Agostino, General Counsel
Kansas Banking Department

PRESENTED TO: The House Committee on Commercial and Financial
Institutions

DATE: March 18, 1986

Mr. Chairman, Members of the Committee:

SENATE BILL NO. 457

Section I refers to K.S.A. 9-509. We are requesting this section be amended
to require $50,000 cash, securities or bond from any person wishing to engage
in the business of selling, issuing or delivering its checks, draft, money
order, personal money order, bill of exchange, evidence of indebtedness or
other instrument for the transmission or payment of money. In addition, a sum
of $5,000 would be required for each location beyond the initial place of
business up to a ceiling of $200,000.

The department believes that the present cash or bond of $25,000 required is
below the level adequate to protect the citizens of Kansas in the event a
company engaged in such business were to go bankrupt or voluntarily liquidate.

Other midwestern states, as well as many states nationwide, require a
considerably greater amount of bond from those businesses selling or issuing
such money orders or drafts. Statutory requirements of a few other midwestern
states are as follows:

STATE CASH, SECURITIES OR BOND REQUIREMENT
Illinois $100,000 surety bond
Iowa $50,000 surety bond

$1,000 for each add'l. selling agent

(ceiling of $200,000)

Missouri $25,000 surety bond
Oklahoma $50,000 surety bond

$5,000 (for each location)

The department also received seven (7) responses from the nine (9) companies
surveyed in Kansas which issue such money orders or travelers checks. Each
company submitted the average monthly dollar amount of money orders and/or
travelers checks outstanding as of December, 1985. The figures are as
follows: ‘

Attachment V
C&FTI March 18, 1986




Average monthly balance of money orders and/or travelers checks

$1,388,233
652,911
190,951
40,577
38,577
7,846
1,846

Average of the figures listed above: $331,565

We believe these average monthly balances clearly indicate that a $25,000
surety bond is not sufficient to protect citizens of this state.

Section II refers to K.S.A. 9-90la. We are requesting this section be amended
to allow the Bank Commissioner in failed bank situations to determine the
amount of capital required for a new bank charter. In recent bank closings it
has been necessary for the Commissioner to go below the required statutory
amount in order to obtain a buyer of a failed institution. Hence, the
department believes allowing the Commissioner to determine capital
requirements on a case~by-case basis in failed bank situations is necessary to
facilitate the ease and simplicity of the purchase and assumption process.

The "check-and-balance" of this section is that the minimumn capital required
is determined by the Commissioner provided the successor bank has obtained
FDIC deposit insurance. Since FDIC will not issue insurance to a successor
bank under a certain capital requirement percentage, then the Commissioner
would at least be held to the minimum level of capital required by the FDIC.

Section 111 refers to K.S.A. 9-1722. This section, added in the 1985 session,
deals with application requirements pursuant to a change in bank control.

During the last year the department has worked with this statute we have
determined that some minor changes are necessary to clear up questions and
problems regarding the statute.

We would like to change the requirement of submitting five (5) years of
financial records to requiring three (3) years of financial information from
those wishing to buy an institution. Our experience has indicated that three
(3) years worth of financial data is adequate in determining the financial
stability of an individual. Also, this change would mirror the three (3)
years worth of financial information required by the Federal Reserve Bank
("FRB") applications.

The second change amends K.S.A. 9-1722(a)(2) by adding a sentence requiring
individuals which own ten (10%) percent or more shares in a bank holding
company to submit financial information. The department feels that the



purpose of the statute would best be met by requiring information from thos
"major" (10% or more) shareholders of a bank holding company which, in effect,
are controlling a bank or banks.

The last amendment +to this section allows for the department to accept any
application filed with the FRB or with the FDIC in lieu of that required by
this section. The FDIC and FRB applications for change of control are
generally acceptable for purposes of assessing the qualifications of the
proposed new owners. Hence, this amendment would allow the Commissioner the
flexibility of accepting these applications for purposes of review.

RMD: jas





