Approved February 27, 1986

Date
MINUTES OF THE _SENATE  COMMITTEE ON _ FINANCTAL INSTITUTIONS AND TNSHRANCE
The meeting was called to order by : Sen. N%iini&aﬁrasmith at
_9:00 _ a.m.Apwmxon February 26 1986 in room _529=S __ of the Capitol.

All members were present except:

Senators Burke and Harder - Excused

Committee staff present:

Bill Wolff, Legislative Research
Myr ta Anderson, Legislative Research
Bruce Kinzie, Revisor of Statutes

Conferees appearing before the committee:

Sen. Ross Doyen

Murray Lull, Smith County State Bank

Mike Heitman, Kansas Banking Department

Jim Warren, Kansas Independent Bankers Association

The minutes of February 25 were approved.
The meeting began with the hearing on SB 636 dealing with detached auxiliary banking

services facilities. Sen. Doyen, one of the authors, briefly testified in support of
the bill. (See Attachment I).

Murray Lull, Smith County State Bank, followed with testimony in support of SB 636.
(See Attachment IT).

The chairman asked how the bill would affect the capital structure of the purchasing
bank, and Mr. Lull said that it would not affect it at all. Sen. Werts had a question
as to line 103 of the bill regarding the mechanics of the acquisition. Mr. Lull said
SB 636 allows things to stay the same when a bank is acquired by another. Sen. Karr
wondered if multibanking would be used. Mr. Lull said that it would be possible, but
it 1s not probable that 1t would be affordable.

Mike Heitman, Kansas Banking Department, testified for the bank commissioner. The
department supports HB 2988 which is a model of Nebraska legislation and is similar

to SB 636. With some minor changes, SB 636 would also take care of the need for

emer gency legislation. The department feels this will have to be done sooner or later
as small communities are dying more and more. This type of legislation is important
in maintaining a good banking system, but the department would prefer not to have the
geographical limitation in SB 636.

Jim Warren, Kansas Independent Bankers Association, testified in opposition to SB 636.
because it would authorize statewide branch banking. (See Attachment IIT).

Brief committee questions followed regarding the difference between multibank holding
companies and one bank ownership of several facilities. With this, the hearing on

SB 636 was concluded, and it was taken under advisement. e

.
Attention was turned to SB 528 regarding notice of increase in premiums by insurance .
companies which had been previously heard. The chairman had copies of language submitted
by Larry Magill of the Independent Insurance Agents of Kansas which would call for any
cancellations to be made on a pro rata basis and at the old rate to put everyone on equal
footing. Committee discussion followed regarding some confusion as to what would happen
if the notice were received one day before the renewal date. Staff said that the confusion
is a result of referring to the wrong renewal date. Larry Magill informed the committee
that there are two chnges involved. The first change clarifies that if the exposure goes
up, a higher premium can be charged based on the old rate. The second change says that
the whole statute does not apply unless there is a late delivery of notice and if the
insured is unable to insure with another company at a lower rate.

There being no further time for discussion, the meeting was adjourned.

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 1 Of P
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Mr. Chairman and members of the Cormmittes:

Thank you for the opportunity to sppear before the committee on the
provisions of SB 636, ‘Wwhile this committee has already sddressed the
iszue of how to handle failed bank situations | strongly believe it is
important for you to also address the matter of how 1o aveid such failures
in the first place. SE 636 is designed to be at least one part of a solution.

Under the provisions of this bill & Kanzas bank would be sllowed to acquire
gnother bank in the same county ar a contiguous county and convert it to @
detsched facility with the spproval of the sppropriate benking reguiators.
No bank which has been chartered for less than five years in eligible for
scquisition under the act. My reazon for such & proposal is very simple - it
iz in the best interests of the farmers, businessmen, and seniar citizens
of every small town in the state.

There are a =ignificant number of banks in small towns which are
currently for sale, but there is no market since no one s very interested in
sinking & large moum‘ af capital into a bank in & community where the
possibility of making en adequate return simply doesn't exist. However,
there muu well be g well-capitalized bank in the county-zest town who
would be willing to take over the operation of that small-town bank it it
could be UDH ated a5 g branch - thus avoiding the need for o large capital
infusion. Under our present laws, those small-town Danks run the very
real risk of seeing their capital position steadily deteriorate until the
bank reschez the point of insolvency and & forced closing occurs thus
bringing problems not only far the bsanker, out  for everyone in the
community. Even if someane should, st that point, move in and ouy the
bank snd run it as a branch or even g fully-chartared bank they will not
have been required to keep all of the loans on the books of the feiled bank.
Az @ result, many farmers and businessmen will be faced with
establishing & new lender relationship and in todsy's sconomic
envirenment that will be very difficult 85 people in the meny Kansas
towns where banks have failed in the past t*yu yesrs can tell you.

Why should we allow circumstances to deteriorate to that point? Are not
fhe peaple  of tt.v wmmumtg better zerved in the lang run i the
small-town bank can be purchssed before it resches g point of insolvency?
Aren't farmerc arnd bu.:.mesamers rmore nkalg to be sble to retain their
borrawer relationship with the bank under those circumstances?  wWhy
should 3 nuH town banker te faced with sesing his life's investment in
that community be steadily cepleted when there mey well be g potential
buyer for that bank as & sranch facility? 1t is very difficuit to undur'“far d
who i3 well served by the s

m
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It is interesting to note that Kansas, Nebraske and Oklgharma had the maost
bank failures in 1935 with 13 each. In thoze two neighboring states the
banking indusiries promoted or are promoting legisiation which addresszes
the pre-insolvency issue. In 1985 Nebraska passed an sct allowing
acquired banks {(pre or post-insolvency) to be run as branches. There is
every resson lo believe that & number of small bank closings will be
avoided this year snd in future years in that stste because of the
pre-insslvency provisions of their sct. The Oklahoma Bankers Association
vated just last week by an averwhelming majority to support legislation
which would allow pre-insalvency acquistions to be run as branch offices
s0 long es the acquiring benk is within a 50-mile radius. That is
essentially the same as the provisions of SB 636.

This bill ig not in any way intended to allow & state-wide "grab” of banks
for branching purposes. This is why | have incorporated in the bill the
same geographic restrictions es are imposed on bidding banks under the
provisions of 88 432, Nor are there sny requirements that g banker must
sell hiz bank if he doesn't want to. Eveyone has the choice to decide which
course of action they want to teke. | see this bill as being an impartant
link in the possible survival of many of our small rural communities snd |
waould hope that those within the banking industry could set aside their
persongl philosophies about banking structure and spproach this problem
from the standpoint of what is best for the people of Kansas.

Your positive consideration of SB 636 would be grestly appreciated.



February 26, 1986

TESTIMONY IN FAVOR OF SENATE BILL 636

by

Murray D. Lull
Smith Center, Kansas
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Rural banking in Kansas may be at the most important juncture in our

time relative to the banking presence in small communities.

There are 625 banks in Kansas:
- of these, 245 banks are in communities of 1,000 people or less;
- of these, 145 are in communities of 500 or less:
- of these, 8 are in towns of 100 or Tess (Freeport, with
a population of 12, is the smallest community with a
bank).

The size of a community is no indication, necessarily, of the size of
the bank, nor of the skills of the managers. Some very fine banks, and
some exceptional bankers are in our small communities. The services
that our small-town banks deliver are essentially the same services
that our big-city banking friends deliver.

The problem that is developing, however, is one of evolution involving
the makeup of small towns, their continuing losses of population, their
residents' rising median age, transportation problems, and the shrinking

number of mainstreet businesses.

Add to this shrinking rural scene a heavy pressure, at this time, on
these small-towns' banks, because they serve for the most part, agri-
culture. The losses that some rural banks are taking on their Toans
to farmers are eroding the capital of these banks, and eating away the

satisfaction of the small-town bankers in serving their communities.

There are a number of things to keep in mind about small-bank owner-
ship in Kansas:
1) Generally the owner is also going to be the manager, in most
cases, living in that community.
2)  The bank requires its own separate capital base, and that
capital sets limits on lending and other services, such
as trust.
3) The bank has its own distinct board of directors, and they



are increasingly difficult to recruit.

4)  The bank reguires its own staffing from top to bottom, and
its own accounting system, allowing little chance for improv-
ing efficiencies in delivering services to a limited
customer base.

5) The investment in a small bank is sizeable when compared to
the customer base, earnings potential, and risks that come
with banking.

6) If a bank sells, the new owner must be qualified both manager-
ially and financially, more so in the last several years.

7) No prospective bank owner can buy a bank unless the present
owner wants to sell. There is no such thing as a hostile
takeover in small-town banking.

8) Eventuaily, for reasons of retirement and others, banks in
our smaller communities will need to be sold.

The question then is, "who will be the prospective buyer, and will he
be the same breed as the seller, willing to Tive in a small town, and
be able to live and, at the same time, service the probably sizegble

acquisition debt on a relatively small earnings base?"

Evidence seems clear at this point that there is practically no interest
on the part of the major multi-bank organizations to invest in banks in

Tow population areas where, as pointed out above, a lot of Kansas banks

are located.

I sense that, for the very reasons that small town populations are
dwindling, fewer individual prospects for buying these banks exist.
Finding those that would be satisfied with small-town life, and at the
same time have the financial resources suitable to bank ownership

requirements, is going to be increasingly difficult.

I further sense that there may be a time fast approaching when we will
see smaller banks wanting to form alliances to keep banking services




in these small communities through merger/faciWities arrangements.

1f retaining banking services in these small towns now served by
Kansas banks is desirable, new avenues must be developed to allow
opportunities to enhance efficiencies in delivering banking services

and to encourage small bank alliances.
Senate Bill 636 allows such an avenue.

For example, the First National Bank of Lebanon, Kansas, 1S & small
bank in a town of 440 people. The present owners have an investment
of about $1.2 million in the bank, and this investment constitutes a
satisfactory and necessary capital base relative to the asset size of
the bank. The owners desire to sell the bank to allow their retire-
ments from an active banking capacity. TO buy this bank, the prospect-
iye owner needs to come toO this town of 440 people with an equity
(non—debt) of at least $300,000 to invest as his ”downpayment”, and
then needs tO service a debt of $900,000 that would complete the
purchase amount. 1he bank's historical carning ability would not
indicate that it js capable of servicing this amount of debt in a time
span that would meet the requirements of the Federal Reserve Board and
a potential correspondent hank lender, and at the same time allow the
investor a reasonable return consistent with the amount of his

required equity investment.

Three possibiWities are available to the present owners of ithe ‘Lebanon
bank: a) a sale of the bank to a purchaser, if oneithat would be
qualified could be found; b) voluntarily close the bank to allow
them to obtain their investment, jeaving the community without a
banking facilitys or ¢) through an alliance arrangement, sell to

a neighboring group of bankers that would be willing to buy the bank
in the hope that, while it would return them nothing on their equity
investment, it might afford an opportunity for the community to enjoy
a banking facility, and an opportunity for the potentiaW buyers to

use a vehicle such as the possibiWitieé offered in Senate Bi1l 636.



The potential buyers could merge the two banks they would then own,
effectively terminating the Lebanon bank charter, but instead of

having to remove a banking facility from the town, they could Teave

the "bank" open in the community, continuing to offer the same services
that the community enjoyed without displacing them relative to the
banking needs they have.

The synergy in the transaction would bring greater lending benefits to

the community, access to additional serves to the Lebanon customers, the
assurance to the community that financial services would not be curtailed,
and to the investors a chance to maximize efficiencies of accounting,
investing, lending, and staffing. Such efficiencies would add to the
assurance that, financially, the investors could afford to continue

direct banking service to the Lebanon community.

Are there any disadvantages to the community in such as arrangement
allowed by Senate Bill 6367

Hopefully not. The present owners <till have the opportunity to sell
the bank in the most favorable way they can, to whomever they choose,
but the vehicle of Senate Bill 636 allows a greater number of interested
investors to compete for the acquisition, hence the present owners stand
a2 better chance to realize an optimum sale. The community will still be
assured that a facility will remain, because, remember, the Lebanon bank
will have to be purchased, at a significant price to the buyers, before
any of the elements of Senate Bill 636 could be applied, and the purch-
asers would not be about to offer the community anything less than the

maximum services possible to protect their investment.

It seems clear that the Lebanon community could be the big winner

because of the assured continuity of banking service.

And like Lebanon, Kansas, population 440, the more than 200 other
small towns that are presently served by banks in their communities
may well need this bi11 more than any other element in question. Will




there be Senate Bill 636 to give these small-town banks and their
communities hope, or, in its void, should these communities be dreading
the day when they will be without still another business on their

Main Streets --- their bank?

The benefits offered in this bill deserve prompt and serious study.

Thank you.

Attachments:  Appendix A
Appendix B
Appendix C
Reflections on the data



APPENDIX A

As examples of appropriateness of Senate Bill 636, and its potentials
for aid to small communities, attached are tables describing the
banking situations in Smith County, and the counties contiguous to
it: Jewell, Osborne, and Phillips.

Please review the pages that follow and ask yourselves the question,
"Will there be any buyers of some of these banks, as the times come
for them to sell, without Senate Bi]1 6367"



APPENDIX A

BANKING IN SMITH, JEWELL, PHILLIPS, AND OSBORNE COUNTIES

COUNTY

JEWELL
PHILLIPS
OSBORNE

SMITH

TOTAL

AS A COMPARISON . .

SALINE

SHAWNEE

Population data is 1980 Census.

1984 1984
COUNTY NUMBER PEOPLE YEAR-END YEAR-END

POPULATION OF BANKS PER BANK DEPOSITS CAPITAL
5,241 7 749 $ 59,003,000 $ 5,373,000
7,406 5 1,481 115,348,000 11,608,000
5,959 6 993 92,710,000 9,423,000
5,947 5 1,189 101,962,000 9,301,000
24,553 23 1,068 $369,023,000 $35,705,000
48,905 7 6,986 351,008,000 32,865,000
154,916 16 9,682 1,028,918,000 98,822,000

TABLE 1

CAPITAL
INVESTMENT
PER
PERSON

$1,025

1,567

1,581

1,564

1,454

672

638

The population in the four-county area in 1986 is undoubtedly less.



APPENDIX A

BANKING IN SMITH COUNTY

TOWN

SMITH CENTER

Population:

KENSINGTON
Population:

LEBANON
Population:

GAYLORD

i

2,240

681

440

BANK

The Smith County State Bank
and Trust Company

First National Bank

First Natjonal Bank

First National Bank

Farmers National Bank

1984
YEAR-END
DEPOSITS

$42,115,000

33,625,000
7,499,000

12,712,000

6,011,000

1984
YEAR-END
CAPITAL

$3,586,000

3,066,000

1,016,000

1,057,000

576,000

TABLE 2

[F SOLD . .

25%
EQUITY
REQUIRED

$896,000

766,000
254,000

264,000

144,000

(*)  Assuming that the capital of each bank is at a normal operating level, and if that bank sold, the
acquiring party would be required to furnish equity in the purchase roughly equal to 25% of the

purchase price, and could then finance the balance of the purchase.

bank is bought with no premium over book value attached.

and C for purchase and repayment data.

See appe

This also assumes that the
Repayment requirements of the Federal
Reserve Board 1imit the practical term of financing to a 12 to 14 year period.

ndix B

*

BALANCE
TO BE
FINANCED

$2,690,000

2,300,000
762,000

793,000

432,000



APPENDIX A
BANKING IN

TOWN
MANKATO

Population:

ESBON

Population:

BURR OAK

Population:

FORMOSO

Population:

JEWELL

Population:

RANDALL

Population:

JEWELL COUNTY

1,205

234

366

166

589

154

BANK
First National Bank
State Exchange Bank

State Bank of ésbon
Burr Oak State Bank
The Formoso Bank

Citizens State Bank

The Randall Bank

1984
YEAR-END
DEPOSITS

$11,905,000
12,091,000

7,912,000

5,122,000

5,216,000

10,421,000

6,336,000

1984
YEAR-END
CAPTITAL

$ 873,000
1,293,000
701,000

687,000

460,000

718,000

641,000

IF SOLD .

25%
EQUITY
REQUIRED

$218,000
323,000
175,000

172,000

115,000

180,000

160,000

TABLE 3

*

BALANCE
TO BE
FINANCED

$655,000
970,000
526,000

515,000

345,000

539,000

481,000

(*)  Assuming that the capital of each bank is at a normal operating level, and if that bank sold, the
acquiring party would be required to furnish equity in the purchase roughly equal to 25% of the

purchase price, and could then finance the balance of the purchase.

bank 1is bought with no premium over book value attached.

and C for purchase and repayment data.

This also assumes that the
Repayment requirements of the Federal
Reserve Board 1imit the practical term of financing to a 12 to 14 year period.

See appendix B



APPENDIX A

BANKING IN PHILLIPS COUNTY

~ TOWN

PHILLIPSBURG

Population:

AGRA
Population:

LOGAN
Population:

LONG ISLAND
Population:

STUTTGART
Population:

3,574

321

720

187

100

BANK

First National Bank

Farmers National Bank

First National Bank

Commercial State Bank

Farmers State Bank

1984
YEAR-END
DEPOSITS

$75,167,000
15,786,000
4,666,000

9,473,000

10,256,000

1984
YEAR-END
CAPITAL

$5,996,000
1,521,000
1,470,000

1,279,000

1,342,000

IF SOLD .

25%
EQUITY
REQUIRED
$1,499,000
380,000
368,000

320,000

336,000

TABLE 4

*
BALANCE
TO BE

FINANCED
$4,497,000
1,141,000
1,103,000

959,000

1,007,000

(*)  Assuming that the capital of each bank is at a normal operating level, and if that bank sold, the
acquiring party would be required to furnish equity in the purchase roughly equal to 25% of the

purchase price, and could then finance the balance of the purchase.

bank is bought with no premium over book value attached.

and C for purchase and repayment data.

This also assumes that the
Repayment requirements of the Federal

Reserve Board limit the practical term of financing to a 12 to 14 year period. See appendix B



Population: 515

i

(*) i Assuming that the capital of each bank is at a normal operating Tevel
acquiring party would be required to furnish equity in the purch

APPENDIX A TABLE 5
BANKING IN OSBORNE COUNTY IF SOLD . *
1984 1984 25% BALANCE
YEAR-END YEAR-END EQUITY TO BE
~ TOWN BANK DEPOSITS CAPITAL REQUIRED FINANCED
OSBORNE Farmers National Bank $19,585,000 $1,626,000 $407,000 $1,220,000
Population: 2,120
First State Bank 14,782,000 1,194,000 299,000 896,000
PORTIS First State Bank 1,889,000 252,000 63,000 189,000
Population: 172
DOWNS Downs National Bank 14,188,000 1,135,000 284,000 851,000
Population: 1,324
State Bank of Downs 23,260,000 3,113,000 778,000 2,335,000
NATOMA First National Bank 20,420,000 2,103,000 526,000 1,577,000

, and if that bank sold, the
ase roughly equal to 25% of the

purchase price, and could then finance the balance of the purchase. This also assumes that the
bank is bought with no premium over book value attached. Repayment requirements of the Federal
Reserve Board limit the practical term of financing to a 12 to 14 year period. See appendix B
and C for purchase and repayment data.




APPENDIX B

Purchase and repayment data follows in this appendix using the

assumptions stated in appendix A. Additional assumptions for
this appendix are that the bank does not grow appreciably during
the period of repayment of the purchase.debt, that the financing
interest rate if 9.50%, that the financing is over a 12-year
period, and that a dividend of 50% of net after tax earnings of
the bank is paid to a holding company owning 100% of the stock

of the bank, thereby utilizing a consolidated income tax return
"and tax benefits from the subsidiary bank for repayment of the
debt. Also, an assumed income tax rate of 36% is used. Earnings
of the bank reflect 1984 earnings.

The banks in the four-county area have been numbered 1 through 23,
and the financial data used is publicly available, and came from

Sheshunoff's Banks of Kansas.

Five of the twenty-three banks in the study had negative earnings
in 1984, thus had no repayment ability based on that year's

earnings, so no data appears for those five in this appendix.

This appendix reflects that only one bank of the twenty-three

could repay 75% acquisition debt over the twelve-year period on

a 50% dividend policy. Asterisks in the repayment schedule

indicate that the debt service requirements exceed the dividend.
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fesuned effective tav raleicvvesscncnone =
fssuned dividend -payoub policy...vvvvocn
Calculated annual payment on debbt....... ire
{@ REPATHENT SQHEDULE
*‘ CYear 1, Year Z 3 vonr A Year O Year &, Year 7 Year 8 Year 9 Year 10 Yoar 11 17
; Calculated dividend zvailable 41 A1 L3l &t [ 41 41 L) &1 41 41 41

Calculated taw benefit 18 b # + ¥ B % > L3 ¥

fimount available for

debt service s 41 At il 41 41 41 iy 41 41 i
Beginning principal balance A ¥ * ] # i % ¢ @
Interest # E ¥ ' ¥ ; E ' # #
Frincipal reduction % # % 4 % ¥ P 4 % M
Ending pr{ncipal balance # % * # ¥ * 2 kS % ®
Debt service margin -14 -3 -0 . - -7 -7 =33 ~33 =I5
Curelative debt cervice margin -ih -5 22 -1t 14 -~182 ~749 513 B3

(%) Deht service ouceeds dividerd policy (including tax tenafit)

Dividend policy noeded for

deht cervice £ ER I ERNA R ERa G Gy ERNA 1T 7% 19



Barmbbuy 8

tudy AN

of bank to be acquired...

bank to be acguired..... ¥

o1

ascets ratio..

R R K

financing.. 9

mum) .. 1o

PR I EANAVIH]

uined effective fax ratediiiesicen

idend paveout pelicy.oo..... o LU

Caiculated annual itoon debt...o.o.., L

RESAYHENT GCHEDULE

Year o Year I = 3 Car b cap L Yoo 7 2 Yeor 7 k in il o
avzilable e b ¢ LA 44 &4 £ b4 b !
cula tar bensiit 12 ! ! g ' & - .
tor
io 75 7 - 7y 70 & La b o
g principal balance IAG It 290 255G “i 190 150 1z 2t o

1 29 28 v 1a 1o 12 i
Frincipal reduction i7 e 20 2 o 1 4 i1
Erding pri'nciaal halance 328 290 26t AT g ! 158 34 A0
lieht service margin 2h A 23 2t 5 oI K 21 it 19 LE
ive debt service margin 24 52 77 107 149 { 192 21z I3 a8 Qa4
{xy Deht service exceeds dividend polic, (inniuding tas berefit)
Howrnend aolicy peed far
s f,‘(?"‘.’i((" A o : A 4 ! A




fantbuy Study

Canital of bank to be acguired.ooov o Pi, A7 ccanantsorv Tnounan. )

Total assets of bank to be acquired..... S

o
.

Capital to total assets ratio.. 2

25% required equily,evooanaevnn oo
75% to be finanCed.u.essssonsannsroasons Fi, 00

x

Rate of interest on financing..

Years for repayment (assume annual
payments - tuwelve years masimumd .. :as Pz

fecumed annual BArNINgS. . acaven ey Bz

focuped effective tax rate.ciaaciicr oo

focuned dividend payoub pelicy....ovhons L

VYear L Jear 4 R 5 Year 6 Yapr 7 Year 3 Year 9 Year 10 Year 11 Yeszr 12
h o i) L TG b 1) 4 ke
oy % % ¥ 3 @ P 5
Amount available for
debt service TG L 36 B I b by: s Th Th a4 T

Beqinning principal balance ol ¥ : i # i i % % 4 4
Interest % - ¥ ; ¥ ¥ : 3 % 3 3 5

Frincipal reduction * “ # 4 4 * # # # % % X

1ing pr{ncipal b

Debt service margin -2 ~iEE =122 - -127 ~127 187 1272 122
Cumulative debt service margin -84 - -4 4583 -7 Ly ~1,1e! ~1,AEE

e LREA oy e g




Bankbuy Study 02-20-86 02:09:74F

BatE WO, 1t Data Source: VYear-end 1944: Sheohunoff Ranks of Kansas () Sheshunoff ¥ Co.

Capital of bank to be acquired.......... $1,279 famounts in thousands!

Total ascets of bank ta be acquired..... $10,909 (average assets for year)

i Capital to total assets ratio...ovvsaann 11.72%

g 257 required équity.,....}.............. 3320

Ceo7E% te be Financed...i.eie $959
fate of interest on fipancing..cevananas 3.507%

Years for repayment (assume annual

payments - twelve years maximum)..... 12
fssumed annual PAFAINGScasantsanrasranss $75 ’
Acsumed effective tay ratesiicecisivneen 36%
fAccumed dividend payoub policy...oviacvas 307
Calculated annual payrent on debt....... §137

REFAYMENT SC%EDULE

Year 1 Year 2 Year 3 Year 4 Year 9 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Yaar 12
Calculated dividend available 38 38 38 38 38 8 38 38 38 38 38 8
Calculated taw benefit 33 % 3 # ¥ % ¥ * # ¥ % #
fAmount available for :
debt service 70 38 38 8 38 38 28 38 38 8 38 i3 !
Beqihning principal balance ) 959 * * i # * ) * # * % s *
Interest R # * x ¥ * L % * * L £ ¥
Frincipal reduction % % % % # % % % % * 3 ®
Ending prihcipal balance % * # . ¥ # ¥ ¥ % % % % *
Dett service margin ~-&7 -100 ~-100 1o ~100 -100 ~-100 -100 -100 ~100 ~100 ~100
Cumulative debt service margin =467 ~167 ~247 ~367 ~hbh ~3bb ~b6b ~7hb -84b ~966 ~1,066 ~1,155

(#) Debt service exceeds dividend policy (including tax berefit)

Dividznd policy neceded for
debt cervice 139% 1837 183% 1834 183% 1837 1834 1834 183% t83% 1837 1374



Bankbuy Study

BARE NO. 12 o Dat:

Capital of bank to be acquired.......... b

Total assets of bank to be acquired..

pes

Capital to total assets ratioc........... 1.t

nee

2% required equity. s oo o P
T9% to be financel. . vu s vnena oo Fl,20

“zte of interest eon financing.

for repayasent (assume annual
¥
payments - twelve years maximum).. ... i,

fesumed annual BarNINgS.. s aasaaacnt ot
fissuped effective tar rate.. ooy
fiszumed dividend payout policy....ooo 0 O

Calculated annual payment on debf,...... Fi6ea

REFAYHENT SCﬁEDULE

Year 1 i Year D fear 4 el Year 6 Year 7 Yoar 8 Year G Yezr 10 Year 11

Calculated dividend available 73 I TE s 73 73 73 73 73 75 73 7

Calculated tax benefit 4 + X t + ¥ * # ¥

v #

Anount available for )

debt service 147 s st 7= 7z 73 73 73 73 73 7% kN

Beginning principal balance 1,007 % % | i # 3 # ¥ #* %
Interest ¥ ® % # 4 # K i * #
Frincipal reduction ® : # g * # * * ke E

ing pr{ncipal halance ¥ = ¥ ) “ ¥ E % E 5 x
Debt service margin By L -7 -7 =7l -7z ~-72 -72 -1z =77
Cumulative debt service margin -7 Sl RS- 25 ~4b7 -53 51U 682 - -t

t¥) Debt service exceeds dividend 1ol (o Cipn e henefdits
Div i for
: o -




i Banbbuy Study 02~20-06 02511 302F

[ BANI NO. 13 o Data

Fanhke of Fansas (c) Sheshunotf & Co.

Capital cf bank to be acquired.......... F1, 626 <o
. Total assets of bank to be acquired..... ¥19,385 fov year)
I
&; Capital to total assets ratio........... d. 300
1‘,, i
}% 25% required equity....,;l.............. 5407
: 75% to be finanCedeisicessr e viaanains 51,220
1 Rate of interest on fipancing.....co...o 9. 500
Yeers for repayment {ascume annual
nayrents - twelve years maxinua)..... 12
focumed anhual EarningSiissvsvsascrsoan 1G4
effective taw rabtecivavicevaivss I86%
dividend payout policy...ci:coan I
Czlenlated annual payment on debt....... 5179
REFAYHENT SQHEDULE
Year ! Year 2 Year 3 Yo Yeor G Year & Year 7 Year B Year 9 Year 10 Year 11 Yeeor
Calculated dividend available 95 75 99 k R 95 5 99 9% 9% 35 é
Calmulated taw benefit 472 * * % ¥ % i3 % % % ¥
tmount available for
debt service 137 o0 9% 9% 95 9% 93 93 25 G4
Beginning principal balance 1,020 % # : E: * * # 3 # £l F
Interest % ¥ ¥ % % % 3 # ¥ B
Frircipal reduction * # % » * ¥ * ¥ * * # *
Ending pr{ncipal bhalance % 3 % E E # % ¥ 3 ¥ % ¥
Deht service margin -8 Bt ~80 Pyt ~ED -n0 -89 -80 -80 -B0 ~a0 —n
Cumulative debt service margin -i8 ~118 -157 =556 =436 ~3th -99%5 675 -754 -834 -7t
{#) Debt sarvice erceeds dividend npolicy fincluding taw bensfit!
Divid policy needed for
¢ vice [RY q2% 2% az7, 2% 924 927 Gary 5o




Bankbuy Stud

BANK NG, 14

Capital ef b
Total ascets
Capital to t
required

75% to be 1

Y

ank to be acquired..

of hank to be acguired....

otal assects ratio...

BOUIEY e aa e

NaNCEd n s svnrsacnsavanosn

Rate of interest on financing.,...ov.us EIE
Vears for repayment (assume annual

payments - twelve years maximumd ... 30
fpocumed annual BATNINGS e v vaeais s fial
fooumed effective taw rates.oooevvosnos ThHY
fAccumed dividend payoubt policy..ov..oi:n "
Calculated annual payment on debt.... .. P1EL
REFAYMENT SCHEDULE

Year | Yaar 2 3

Calculated dividend available 73 7 73
Calculated tax benefit 31 #

fimgunt av
debt

ailable for
service

Beginning principal balance
Interest
Frincipal reduction

Ending principal balance

psebt service margin

Cumulative debt service margin

(%) Deht service exceeds dividend

Dividend policy needed for
dabi ice

RN *

% ¥
%
M .
5 e
o5 ~B0 ~155
policy lincluding tax

¥

o hansae (00 penunofs
b 7 Yoar ©
73 7% 75

* ¥ P
73 7% K
# 3 E
% ¥
% E #
¥ %
e o=
A LA

Year

o

i

0

7%

3

[p%]

3

Year 11

73

O-04

GTr13s




fapital of bank to be acquired.......... $252
Total assets of bank to be acquired..... $2,059
Capital to total assets ratio....sase.on 12,264
25% reguired equity.....;.....,......... 63

75% to be finanCed,eeervavsasennnassasoss

kKate of interest on financing..

for repayment {assume annual
nayments - twelve years manimumd .,

snnual earnings..evisrsoanacaae

sffective tax rate...oovcurernan

dgividend payout policy.....

tamounts in thousands)

laverage assets for year)

62-20-36

021141 20F

Ve

Year

4
t available for
deht cervice 26
feginning principal balance 189
Intorpet 5

Frircipzl reduction %
rg srincipal balance #
service margin -

Cumviatbive debt service margin -
(#) Debt service exceeds dividend policy

nzeded far

©ooy et

ar

Y

~ 10

§

(incliuding

~

-

Year 4

e

e

- 1 [:u

~70

2g
e
N

18 18 18

# % %
# 3 %
% % %
¥ ¥ ¥
-10 =10 -10
-80 -89 -99
17 77% 7%

Year 1%

o3

e



Banibuy Study 02-20-06 02

BANE NO. 15 S 7 Data Source: ‘ear-end 1981 Lhechornii Dinbe of (e sounofd
S Capital of bank to be acquired.....,....r F1,139 fapcunts dn fhousan io)
'l{ Total assets of bank to be acquired..... for year)
i Capital to total assets ratioisiiasviins
l 257 required BQUIEY. . veseereniroraeineer 5264
75% to be financed. e s raenrasiaaas £851
Rate of interest on financingicessvocavs 9.50%
Years for repéyment {assume annual )
payments - twelve years mavioum)..... 12
fssuned annual earningrs.r..,......,..,,..m £51%
Assumed effective taw ratesavvvevivevons 367 .
fAcssumed dividend payout policy..v.on.oen A
Celculated annual payment on debt....... FEID
REPAYMENT SCHEDULE
i Year | Year Year G Yaar 4 Ve % foar o Youar 7 Year 8 Year 7 Year 10 Year 11 Yegr 17
Calculated dividend available 26 24 26 2t P 24 26 26 b 26 26 25
Czlculated teax benefit 29 E g % : : ¥ ke % ¥
Amount available for
debt service 55 y 2h it 2t 24 26 25 2h 24
Beginning principal bélance 851 * 4 3 % % ¥ B
Interest * = * B # # % ¥ * ® % s
Frincipal reductian * % % % # # * % #
Ending pri'ncipal balance % £ 3 . “ % # * % i $ #
Debt service margin ~h7 ~5h -4 - -6 =76 -6 -4 ~-96 -4 4
Cunulative debt service margin -67 ~144 ~260 -a0h ~40T ~549 ~hbh -742 -g38 -935 -1,031
{%) Debt service exceeds dividend pblicy tincluding tay benefit)
Dividend policy needed for
debt service 182% 2187 2797 e 2390 2i9n




Bantbuy Study G-

BANE HO. 17 S T Data Sourcer Year-end 1 pet Donke of Fanzas o) Shechunoff & O,
Capital of bank to be acquired.......... CELEDL Lamounts in ihousanow)
Total assets of bank to be acquired..... F26,806 {everage for ovean !
Capital to total assets ratio.esusss.osn
26% required equity. oo
5% to he financed.s.snsacanoncssnsassan 2,
fate of interest on ficancing.ovvassissn 9.c
Years for repaynent {(assume annual
nayments ~ twelve years masximum).....
Assumed annual earninqs..;.:.......,..‘. F
Assumed effective tax rate.,vesssacercsn
fssumed dividend payout policy..oavinren
Calculated annual bayment on debt.....:. 534
REPAYHENT SEHEDULE
Year | Year 2 Year 3 Yoar 4 Yoor 9 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12
Calculated dividend available 157 157 157 15 157 157 157 157 157 157 ) 157 157
Calculated tax benefit 80 ¥ % : * # ¥ % % ¥ ¥ d
fmount available for
debt service 234 157 157 157 157 157 157 157 157 157 187 157
Beginning pﬁincipal balance 2,538 # # * * ¥ * * * *
Interest # B s : B ¥ B % 7 ¥ ¥ -
Principal reduction * % ¥ % El E % % ¥ %
Ending pr{ncipal balance ¥ ¥ * * * % * # # #
Lebt service margin -17 178 -1 ~-178 ~178 ~178 -178 ~-178 ~17z ~17a
Cusulative debt service margin Xk =278 ) a0y -787 -1, 165 1,343 1,520 -1, 898 -1,8748 -
{#) Debt service exceeds dividend policy Gipniuding fax be.ofit
Dividend policy needed {for
deht sorvice ¥ 1o i T LT LY 1077 10 1077




Bankbuy Study 02-20-84 021183 07F

BANK NO. 18 ) o Dats Source: Year-end (984: Lheshuens(f Banhe of Fapese (o)
f % Capital of bank fo be acquiréd......,... $2,107 {azounts 1n ihousan b
>ﬂ7 Total assets of hank to be acquired..... _¥22,739 taverage asscis for year)
.
{:t Capital to total assets ratide.seeese.., 9,247
3
f C25% reﬁuiredﬁéduity...;;;...l.......,... 3524
?~ ~79% to be financed...... I S O 1
L; Rate of interest on financinQ.....v.ievns 9.50%
| ] Years gbr”reééy&éni {assume annual B
L payments ~ twelve years maximum)..... 12

Assuned annual earnindé....}..‘,... ..... - $271

~ Assumed effective tax rate,cvevaiaeanocno, IHY

Aszumed dividend payout policy..........
; Calculated annual payment on debt....... ' F228 )
é} REPAYHENT SCﬁEDULE
é: Year | Year 2 fear 3 Year 4 Year O Year & Year 7 Year € Year 9 Year 10 Year 1 Year 1%

Calculated dividend available {76 176 174 134 136 176 174 136 1A 176 136 13t

i Calculated tax bhenefit ] * ¥ : 3 # : # # * %
,% fnount available for
;“ debt service 189 176 134 136 [ 136 136 126 Hera t36 136 124
? Beginning principal balance 1,377 % # s # # % B B # B 7
; Interest 3 s % ] i % % 5 o . M .
Principal reduction ® # # & * * * # # # ¥
Ending pr{ncipal balance ¥ % B ' i * * # # ¥ ¥ %
Debt service margin -5b =90 =70 =90 -0 -90 =70 -90 =490 -90 ~90 =G0
Cumulative debt service margin ~36 ~-127 -217 =307 ~398 -488 -578 ~6469 ~75% -849 ~940 -1,0I0

(%) Debt service exceeds dividend policy (including tax benefit)

Dividend policy needed for . -
debt service 537 I 837 13 835% 83% s S8 £ 8% RS o



Bankbuy Study G7-20-86 001201747

L BANKE NO. 19 : Data Sonroo: reend 1984 Sheshonod b obanke of Kamsaes (2) Thenioanoit

Capital of bank to be acguired........ in tnho .
Total assets of bank to be acquired,.... #45,880 (average assets for vear)
Capital to total assets ratio......uvnvn 7.82%
25% required EQUIEY..ereeernerrinieons $897 )
© 75% to be financedisceniiiinniaaaaiasn
Rate of interest on financing...cssvasen 9,507
Vears for Eépayment (assume annual
payments - twelve years maximum)..... 12
? " #ssumed annugluearningsl.,..,....,.‘,,,. F607
5f fAssumed effective tax rate.ooscvivnnonan 347
Assumed dividend payout policy...oevinss 507%
Calculated annual payaent an debt....... 387
] REFAYHENT SCHEDULE
s {
Year 1 Year 2 Year 3 Vear 4 Year O Year & Year 7 Year 8 Yoar 9 Year 10 Year 11 Year 12
Calculated dividend available 202 202 202 202 202 202 202 202 202 202 202 202
Calculated taw benefit 92 * # ¢ ¥ % * % ¥ S % #
finount available for
debt service 293 202 202 20% 207 202 202 202 202 202
Beginning principal balance 2,690 @ * ' i * ¥ * # * ® % ¢
Interest % % 3 2 B E B 5 B
Prircipal reduction # ¢ # : # % % ¥ * * #
Ending pr{ncipal balance % B [ : B # E ¥ £ 5 %
Deht service margin -432 134 ~-184 -184 ~184 ~184 104 184 ! 184 184 -1z
Cumulative debt service margin -92 - =659 64 125 1,010 ~1,19% -1,377 iy -1, 744 1,728 ~Zy 01
, {#) Debt service exceeds dividend zolicy fincludt tavw benefit)
ividend policy needed for ~
debt service T QLY Shk Fi Q&Y VYA GH TEL RN 69 G&N Q&




Bankbuy Study 0z-

ﬁj TTRenk Wo. o 20 S "Data Source: fear-ent 984 nofi fenbs of Kansas (<) oL,
; Capital of bank to be acquired.....g...{ 33,064 {anounts in thousants)
§f Total aszets of bank to be acquired....._ $37,992 (average assets fer year!
e
%i Capital to total assets ratic...ovss.ass 8.07%
% '725Z reduired’équify..;;:.;‘.:..1....,=..' 5747 ) ,
757 to be financed, s anaaaessrnaiercans 2,300
Rate of interest on fipancing....ovscuve 9.50%
Years for repayméﬁ{'kégéﬁﬁéménﬁual 4
payments - twelve years mawimum)..... 12
Assumed annual earnings.;..r;.......1..;' $475 ‘
ficcumed effective tay Fatesssiessonsea.
Assumed dividend payout policy..iaeivins s
Calculated annual payment on debt....... FIE9
REFAYMENT SCﬂEDULE
Year | Year 1 Year 3 Ypar 4 Yeer o fear b Year 7 Year B Year 9 Year 10 Year 11 Yeaxr 12
Calculated dividend available 238 233 228 78 23D 250 2E8 27 SI2
Calculated tax benefit 79 # # % k ¥ ¢ & E % ¥
Amount available for
debt service N1 ' 258 238 258 238 278 238 28 232
Beginning principal balance 2,300 * ¥ % # # % * g
Interest . § E) # E P 3 M . » E
Principal reduction % # * ¢ ¥ * ® # # # #
_ Ending principal balance % 5 % % B 3 E B
g Debt service margin ~13 -92 -92 97 ~97 ~92 -9z -92 - -92 77 -9
; Cumulative debt service margin -13 ~10% -197 ~28% -3 ~472 -G64 ~65% ~747 -39 -3 -
(%) Debt serviEe exceeds d{VEdend policy (including taw benefit)
Dividend policy needed for )
debt service 534 5970 [N L ha 9% 697 £7% i L9




Bankbuy Study , 62-20-06 02:23120F

BANY NO. 21 - Data Source: VYear-end 1984: Shoshunotd Banks of Vansas (o) bhas

Capital of bank to be acquired.......... §1,004 (apounts in thousgands)

Tatz! assebs of bank to be acquired.. {zverage assets for year!

1
[
o

Capital to total assets ratio.. s 11.94%

25% required equity. . oviuvira iy $254
75% to be Finantedia i $762
Rate of interest on financinQe.svevesccs 9,547

Years for repaycent (assume annual

payments - twelve years maximual..... 12
fscumed annual earningSe s oo 571
Assumed effective tax rate,..vovvvvvvien ToU i
pssumed dividend payoub policy..ooveavnne 5067
Calculated annual payment on debt....... £109
REPAYHMENT SCﬁEDULE
Year 1 Year 2 Year 3 Year 4 Year 9 Year & Year 7 Year 8 Year 9 Year 10 Year {1 Year 12
Calculated dividend agailable 16 b 36 36 = 6 b b b b 36 36
Calculated tay benefit b % ¥ 2 ¥ ¥ 5 P B M 2 .
fimount available for
debt service 62 36 36 36 Tk 6 Gt 4 it 36 3b 34
Beginning pr}ncipal balance 762 * # K # # ¥ % % # * #
interest * # * ) E 5 % ¥ * ¥ ¥ * ¥
Principal reduction % * * # # * * # * *
Ending prfncipal balance * i * . ¥ ¥ * # ¥ % ¥ %
Debt service margin -8 =74 -74 -74 ~74 -74 ~74 -7 =74 ~74 -74 =ih
Cumulative debt service margin LR} -1 ~19% 264 R 416 -804 =953 REINT =710 ~784 057
(%) Debt service exceeds dividend policy (including tax benefit)
idend policy needed for
debt earvice 1179 1247 IR 1R foar tean 1547 1549 1o




Bankhuy Study

B

N,

3
r3

Capital of bank to be acquifed.,.

Total assets of bank to be acquired.

Capital to total assets ratio..

25% required equitYoiviiaonaiaiiaaan
75% to be financed.. v aniannaassaan
Rate of interest on financing... ...

Years for repayment (assume anntal
payments - twelve years maximum)

fssuned annual EarningSsvesreicseersn

Ascuned effective tax ratec. o orases

Data Sour

51,087

s

{ampunts

faverage

&

fpar ~end

1984:

in thousan

assets far

Assuned dividend payout policy......
Calculated annual payment on debt...
REPAYMENT SGHEDULE
Year
Calculated dividend available
Calculated tax benefit
fmount available for
deht service
Eeginﬁing principai balance
Interest
Frincipal reduction
Ending pr;ncipal balance
Nebt service margin
Cumulative debt service margin

(%) Debt ser

fividend policy rs

debi service

vice exceeds dividend policy

ceee 314,050
Cenae 7.52
. 5284
e F793
PR S0
Ceas 12
s 5110
. i
PR 50
e 114
1 Year 2

55

27
82 55

793

%

%

"
- 50
=531 =90
{ing

Vear 3

e

55

e

[eRe)
-
%
¥

€0

~59

~148

fuding tas

Vear 4

co

pa e
%

e

3
%
¥
%
%

—207

henefits

heeh

'g)

vear]

af

i oBanks

Year o Year 6

g0 55

< 5 5

o -

) o
4 »

2
% % %
5 %

~£5 59

=G
O 102

Eansas

()

Year 7

O el

ke
=34

L
Py
i

59

~441

r9

-59

4929

06 0774147
Year 10 Year 11 Year 1Z
e e oo
N ] a5
5 % S
ce - o
Il o ok
Y # *
¥ % )
% ¥ ¥
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APPENDIX C

This section reflects similar data to that in appendix B, except
that a 75% dividend policy is utilized. A payout of this relatively
high Tevel over the twelve-year period would prohibit much, if any,
growth of the bank, nor would it allow for much coverage of capital

should significant Toan losses be incurred by the bank.

Again, five of the banks in the group had necative 1984 earnings
and are not included.

This appendix reflects that eleven out of the twenty-three banks

could repay 75% acquisition debt over the twelve-year period on

a /5% dividend policy. Asterisks in the repayment schedule

indicate that the debt service requirements exceed the dividend.



Bankbuy Study

" pANK NO. L

Capitéi of bank to be acﬁuifed.f

Total assets of bank to be acquired
Capital to total assets ratioc......

25% required equity,.cevvviivsiaanis
79% to be finantediscerionaaasaaan

Rate of interest on financing...

Years for repayment (assume annual
payments - twelve years masinmun)

fissuned annual earningS..ssvansensa
Caleculated return on average assets
fAssumed effective tax rate.... ...
fAssuned

Calculated annual payment on debt..

REFAYMENT SCHEDULE

.

dividend payout policy........

Year

Calculated dividend available
Calculated tax benefit

Anount available for
debht service

fleqinning principal halance
Interest
Frincipal‘reductidn

Ending principal balance
Deht service margin

Cumulative debt service margin

{#) Tobt service exceeds dividend policy (inc)

nd palicy noepded for

Divid
@ cervice

Data Source:

1 —

15

£
¥

873

n. lul

e

fapoun

favera

1 - spith center,

ar-

is

ge

106

569

in

ond 1984

kansea

Bhéshuno?é

thousanis)

assets fom

year

4 Year 9
&6 Bl
1% 07
105 [ty
551 09
5 45
¥ 45
549

1 1
o [

Year &

o
[5ag

102

444

Year

Shesaunoff

a9

Ih0
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Bankbuy Study g lull - smith center, kansas - 1986 02-70-04 02:513155F

TBANE MO, 2 T o Data Sourcn:  Year-ond 1984: Sioshunoi! Denks of Kanezs (o) Snsshunefi % Lo

Capital of bank to be gfﬁui?éd..,”.,,.. $1,29% (zecunts in thousands)

Total assets of bank to be acquired..... CEB1X,910 (average asseis for vear)
Capital to total assets ratioc..eeveyss 9.30%

257 required PQUILY. vsersssesrrinneeeess 5323

75% to be financed.. v FIT70

Rate of interest on fimancing....vsuu.sa KAy A

Years for repayment (assume annual

payments - twelve years maximum)..,.. 12
fesumed annual GaFNINGSe.esereerrornsass e
Calculated return on average assets..... .10
fissunmed effective tan rate..ieeersoneann 349
fissumed dividend payout policy.......... T
Calculated annual payment on debt....... 5139
______________ :_ﬁ-_--w_-ﬁ__k__n__~~,WFNN_~~____—FW," e e e et e e e e e e e o e e e e ettt e e e e et e e i
REFPAYHENT SCHEDULE
_Year ! Year 2 Yoer 3 Year 4 Year S Year & Year 7 Year 8 Year 9 Year 10 Year {1 Year 12
Calculated dividend available 120 120 120 120 120 120 120 120 120 120 1290 12t
’ Calculated tax benefit 33 3z 30 28 28 24 21 18 15 12 E!
Anount available for
debt service 153 Sz 1560 148 144 144 141 138 1353 132 128 124
Beginning principal balance 970 927 872 816 . 704 687 614 9AZ 445 48 247 127
Interest 92 88 83 78 72 g o8 51 42 33 23 12
Principal reduction . 67 5t %6 by 47 74 3t 88 97 106 11é 127
Ending principal balance 923 872 816 754 87 bi4 G33 445 340 282 127 -
Debt service margin X 13 i1 9 7 3 2 -1 4 -7 ti 15
Cumulative debt service margin 14 27 M) 47 g4 59 b1 60 K13 G 9 2
(%) Debt service exwceeds dividend policy fimcloding bay heneqiit)

Dividend policy needed for

e C . e . - s g e . . -
dqeht eervice 8 O [0 [ 7 7o A 7E B TG 5



gankbuy Study

BANK NO., 3

Capital of bank to be'agquiked.......l
Total assets of bank to be acquired
Capital to total assets ratio.....
25% required equity....

75% to be financed.. . vvaans

Rate of

Years for repayment (assume annual

interest on financing.....

payments - twelve years maiinmum)

ficeumed annual earningsS.esiavecrrean

Calculated return on average asgets....

fesumed effective tax
fssumed dividend payout pelicy...

Calculated annual payment on debt.......

REPAYHENT SCHEDULE

Calculated dividend available
Calculated tax benefit

fAmount available for
debt service

Beginning principal balance

Intarect

Principal'reduction

Ending principal balance

Debt servicé margin

Cunulative debt service maféihr
t%) Debt service exceeds dividend policy

Dividend policy needed for

debt service

I

ha~]

Data Scurce:

@, tul

Year

500

ed

Gincluding

1

in

Year-end 1934

benofit)

Lhauesan:

ia)

5 -
!1‘ br

777,

1984

Kansan (o

Year 7

59

f,lﬂ

~n

Year B
c6

g

10

69

289

n3
~:

Year 9

foxc}

241

ao7

b6

189

00~20-88 02:93: 797

v

t2ar



Bankbuy Study

BANYE ND. 4

Capitél of bank to be acquired......

Total assets of bank to be acquired. .

Capital to total assets ratio..

25% réquired eqUitY i
75% to be financed.iissesenrvaannens
Rate of interest on financing.......

Years #for repayment l(assume annual
payments - tuelve years manimum)

fssumed annual EarningS.secesvscaesss
Calculated return on average assels.

fAesumed effective tayw rate..oovvons

Ascumed dividend payout policy.......

falculated annual payment an debt...

REFAYHMENT SCHEDULE

Year
Czlculated dividend available
Calculated tax benefit

fmount available for
debt service

Beninning principal balance

Interest

Principal'reduction

Ending principal balance

Debt service margin

Cumulative debt service'ma%qin
(%)

nividend policy needed for
debt service

e §6,061 (overage

jevveer Yeareond

s, lull -

1984

$447 {amounts in Lhousar:

asvets for

e
wane £
e
A F.50%
s {2
Ve 01
caes 1,248
P Y
vas 7%
i 74
! Yo ai Year & Year !
H1 Ll B! b
13 1 1h i
78 ! 77 7
519 490 YK [
49 A7 44 Al
25 27 30 . i
490 Ahl 433 401
9 ) 3
3 3 11 17
figoluding Yan bonefit?

Debt service exceeds dividend policy

h

9%

gmith cenber, ‘ansas -

heos

157

year !

B Yoar & Year 7
‘ 51 ol
L i 12 il
74 73 ?
[ IhT idh
] 3 K
3k £

376

! - -2

14 1z i1
T .

hunold

Year B

b3

07-20-85 02:55:102F

G Year 10 Year 11 Year 12
61 3] [ &1

& 3 4 Z
£9 67 65 &7
254 189 129 t7
o2 12 12 &
531 96 &2 &7
185 129 L7 -0
] -7 -9 -1t

3 -4 -12

ae e .

e i




Bankbuy Study me lull - smith centocr, lLancas - 1986 G2~20-8L 023563 27F

(% BANY NO. 9 ' o ' Data Hour Yoar-ond 1984 Cheshunof! fanks of ! N

Yansas (c) Sheshunoff ¥ To.

N Capital of bank te be acquired.......... $449 (amounts in thousands)
[
1
[ _ . . . )
[ Total assets of bank to be acguired..... £5,500 {average ascots for yeard
[ ; A ? - 1c
T
il
oo . . o
Lo Capital to total assets ratio...... .. .0 g.10%
25% reguired equUItY..aiavicracinsaaanan $1105

75% to be financed. i
Rate of interest on financing..... .54 7.0507%

Years for repayment (assume annual
payments - tuelve years manipua) ... . 2

fissumed annual earnings. . .asscrarrsrcvan

Calculated return on average assets.

fcsumed effective tay rate.. oo ThY

fAssumed dividend payoul policy.......v.s

. Calculated annual payment on debt....... 09 ~
= S o T e
{  " REPAYMENT SCHEDULE i
Year 1 Year 2 Year 3 Year 4 Year § Year & Year 7 Year 8 Year ¥ Year 10 Year 11 Year 12
Czlculated dividend available KX 94 96 G aé 76 96 G& 96 94 96 9L
Calculated tax benefit 12 i1 1 1o G 8 7 £ 5 4 3 oz
Amount available for ~ }
debt service 108 07 107 106 105 104 103 162 1ol 100 93 98
Beginning principal balance 145 10 291 243 265 218 196G 156 124 84 4%
Interest 33 ! 9 20 25 23 21 ig 15 12 g 4
Frincipal'reduction 17 1g 20 27 26 24 29 k3! w4 3B 41 55
Ending principal balance 128 30 290 268 2645 218 190 158 124 86 45 0
Debt service margin 58 s 57 17 56 95 G 32 N 91 G0 4t
Cumulative debt service margin 58 LiE 17z zio 286 351 05 448 50103 951 500 s£468
(¥) Debt service ewceeds dividens policy (inziuding few bansfits
Dividend pnlicy needed for
debt cervice 2a% BN : DL 3 e




Eankbuy Study m. tull - smith cenior, tansas - 1986 02-20-84 02:98:09PF

fﬁf RANY NO. 10 Data Source: Year-mnd 1984: Sheehunofi Banks of Kansas (¢) Sheshunoff & Co.
;‘

' Capital of bank to be acquired..... Ve 1,470 (ameunts in thousands)

5;7 Total assets of bank to be acquired.....  ¥5,640 taverage assets for year)

1y

%f Capital to total assets ratio........... 26.03%

it

v 25% FeqUIred COUIEY. s rnrnrnssooenenenns $768

5% to be financed...oiiiviaianiiiianes 1,102
Rate of interest on financinQesesessnnoe q.507%

Years for repayment {assume annual

payments - twelve years maxiaum)..... 12
Assumed annual BarningS..seeseesssscrsee $72
Calculated return on average assets...., 1,274
Aesumed efFective tax rate,.esoeceeses.s 6T
Assumed dividend payout policy.v.i.u..as TEY

Calculated anpual payment on debt.......

REPAYMENT SCHEDULE

L ) Year 1 Year 2 Yaar 3 Year 4 Yoagr § Year & Year 7 Year 8 Year 9 Year 10 Year 11 Year 12
Calculated dividend available 54 G54 54 54 G4 54 a4 54 %4 24 54 54
Calculated tax benefit i8 # % @ ¥ % ¥ ¥ % % % ¥

Ampunt available for

debt service ' 92 54 44 L G4 G4 54 54 54 54 54 G4
Beginning principal balance 1,103 * % % # * # * ¥ # *
Interest % 3 ¥ % ¥ ¥ % % B % e
Principal'reduction * 2 ¥ . - # ¥ * % # * %
Ending principal balance 3 £ % 5 ¥ B b3 ¥ % & 5 s
Debt service margin ~bb -104 -104 -104 ~104 ~104 -104 ~-104 ~104 -104 ~104 -108
Cunulative debt service margin -bb =170 -274 -378 482 -585 -689 -793 -697 1,001 -1,109 ~1,209
() Debt service exceeds dividend policy (including taw benefit)
Dividend policy needed for
debt service . L6TY AR 2199 DR JENC 219% e 2190 219y 290 219



Bankbuy Study . 1oll - smith center, Lans 1984
: ) BANK NO. 11 7 . Datu Source: Year-end 1984: wneshunofi Ganhs of Kansas (£} Sheshunol! ° .
I4 :1
Capital of bank to be acquired.......... 1,279 tamounts in thousands)
o
k i' Total assets of hank to be acquired..... 310,907 laverage for year?
|
! ' Capital to total assets ratio........... 11.72% i
to
E 25% required equity.......‘......»......H
73% to be fipanced. . iiiin v rsacaron
Rate of interest on financing..... ...
 Years for repayment (assume annual ) :
payments - twelve years maximum)..... 12
; Assumed annual earninés...;;;.....,.....7 £75 B
i Calculated return on _average assets...... 0,697% . _
Assumed effective tay rate . veveananes ’ b
» fssumed dividend payout policy.{.,.a,... 75%
3’ : __Calculated annual payment on debt.,.,.... $137 B
o o o oo oo oo
fﬁ © REPAVMENT SCHEDULE -
| Year | Year 2 Year 3 Year 4 Year & Year & Year 7 Year 8 Year 9 Year 10 Year 11 Year 172
B Calculated dividend available 56 SE S6 G a6 b Sé 5b 36 36 36 St
Calculated taw bepefit 33 % # % 3 % ¥ 3 % 4 %
fimount available for
.debt service 39 G4 96 Sl Sh 56 Sh 56 . b 94 Sh oh
Beginning principal balance 959 * ¥ 5 # * % * * # * ¥
Interest % ¥ % : 3 B # % E % E
Principal'reduction * ¥ * - # * * #* # ¥ ¥ # %
Ending principal balance % B * i # % * % % ¥
Debt service margin -43 -21 -8t -g -81 ~81 ~81 ~81 -2 -8t =91 -a1!
Cumulative debt cervice margin -48 -129 -211 -850 535 ~616 -£97 ~778 ~BE9 ~F40
{
(%) Debt service excesds dividend poli including fay berefit)
Dividend policy needed for
debt service 1R IR 1 ter el 1e 1an




Bankbuy Study . lall ~ spith centoer, bansas - 1986 02-20-04 0I01; 15F

TBANK NO. 12 . N Pata Scurcar Year-end 1984 1hé5hnnu{f tanks of Kornsas (c) Sheshunoff & fo.

Capital of bank to be acquired.......... 1,742 fapounts in thousands)
Trtal assets of bank to be acquired..... %11,340 (average assets for yvear)
Capital to total assets ratio.....vevvvs 11.81%

25% required equity.sassaionniannnnnn ‘e

75% to be financed,....cveniaisaiiiens
Rate of interest on fipancingue..iccaacss 9. 5407

Years for repayment (assume annual
nayments - twelve years maxiamun).....

fszumed annual earnings....}......,..,.. F1AT
Calculated return on average assets..... 1,281
fissumed effective tax rate..vivieasaes YA
Assumed dividend payout policy..aven.sn .

HREPAYMENT SCHEDULE

_ Year |  Year Z Year 3 Year 4 Year 5 Year b Year 7 Year 8 Year 9 Year 10 Yegar 11 Year 17
Calculated dividend available 109 109 109 107 109 169 109 109 109 109 109 1069
Calculated tax benefit B 4 ¥ £ % % % # 3
Amount available for X
debt service 143 109 109 109 109 109 109 109 1n? 109 109 107

Peginning principal balance 1,007 3 ¥ x 3 # % # % # * B
Interest % % % ¥ % # E [
Principal-réductinn ’ * # * # E * ¥ # * 2 ¥ %
Ending principal balance * ¥ % L ¥ % % % % ¥ »

Debt service margin -1 ~35 ~3% L5 - ~35 -35 ~35 -39 -39 =35 -3

Cumulative debt service mafgin -1 ~36 ~-72 =10 147 ~178 -2132 -249 ~284 =319 -258 -3

(#) Debt service exceeds dividend pelicy lincivding tax benetit)

Dividend policy needed for
debt service i ThY ER e I A N ney R ey, 997



Banrkbuy Stud .o iull - smith center, kanzas - 1984 02-20-86 033023477
Y !

ﬁ”m' T UBANK ND. f37»"mwv”VA”_'h"' o Dats Seurce: Year-end 1984: Cheshuncif lankes of Kansas (c) Sheshunoff ¥ Co.
{% Capital of bank to be acquifed...=,..... $1, 674 fenounts 1o thousan ')
;, Total assets of bank to be acquired..... Yy sverage assets for vear!
i Capital to total assets ratio......vv.un 3,007
k 251 requiredvequity.;.l;.‘....‘.} ,,,,,, . 407
~75% to be fipanced..scriearaenrieaaaaas
; Rate of interest on fimancing...ecavsvnn 9.50%
“Years for réﬁéyméhk (assune annual B
paynents - twelve years maximuml..... 12
? fssuned annual eafnings.....;..}...,‘...' F190
'E Calculated return on average asselS..... . 0.97%
: fAssumed effective tax rate. cvivesencoson IhY
. Assumed dividend payout poficy..,...‘,..' 7%
_ Calculated annual payment on debt....... 3175
3 1 _____________ ;_-_i ____________________________________________________________________________________________________________________________________________________________
;*i REPAYMENT SCHEDULE
TJ e Year  _ Year 2 fear 3 Year 4 Year § Year b Year 7 Year B Year 9 Year 10 Year 11 Year 12

o Calculated dividend available 143 1473 143 142 143 143 143 143 14% 147 147 145

Calculated tax benefit 42 10 37 T A7 30 26 23 19 15 10

- S
fimount available for - ; .

debt service {64 1872 1850 178 175 172 1469 165 162 157 153 148
Reginning principal balance 1,220 1,161 L, 096 1,026 949 844 777 670 540 4%8 705 157
Interest 11 Pl 1G4 97 70 82 7% &4 53 42 29 15
Principal'reduction o9 hé 70 77 04 93 $04 11 121 133 146 tz9

Ending principal balance 1,161 1,070 1,028 G4 [ 772 L70 G560 ALE 309 159
Debt service margin 1o i B I o -3 ~b -9 1% -17 -27 ~27
Cumulative debt service margin 10 v7 23 26 26 23 18 8 -G -22 B 7 ¢

(%) Debt cervice exceeds dividend policy fimciudiry tax benefit)

Dividend palicy needed for
debt service T Y 729 TN ey 6% 78 ooy A B4 B&Y o



Rankbuy Study g tull - amith ventor, E 1586
0 T BANK NOD. 14 ) o Dats Source: o4 ¥ansas (o) Sheshunoii ¥ Do,
: Capitaf of bank to be acquired..........’ $1,194 {gmounts in bhousands)
ﬁ: Total assets of bank to be acquired... £15,71% {average assvis for year)
Capital to total assets ratio..vesvvsons 7. 6G7
25% required équityl..}.....:;}..,....,. F299
5% to be financed....eiviii i $894
Rate of interest on financing..ceeassos 9. 50%
L Years for réﬁa&menfﬂ(assume annual
; ‘ payments - twelve years marimum)..... 12
i‘ Assumed annuéf'edrninqé}}......;.,.....{ $146
; Calculated return on average_assets..... 0,93%
‘ fAssumed effective tax ratevivaseanscoans IhY
: fssumed dividend payoul policy... ... .. T
Calculated annual payment on debt....... $128
; REPAYMENT SCHEDULE
5 Year 1 Year 2 fear 3 fzar 4 R EE lﬂér & Year 7 3 Year 7 Year 10 Year 1l Year 12
Calculated dividend available 110 1e 11 fie 116 {10 1id 1o [ 110 [ 110
31 Calculated tax benefit i1 £ 2 22 19 17 i i g &
}; Amount available for
"% debt service 140 177 15e VD 131 129 126 124 121 $17 116
| Beginning principal balance 876 5% 750 LG7 533 567 492 41 122 254 117
Interest 83 g1 T4 7% b6 60 b 47 3% 1 21 1t
Principal'reductioh 43 i ) o7 62 48 74 81 R g8 107 $17
Ending principal balance ) 852 753 697 635 567 4972 411 322 224 117 -0
i ii Debt service margin 12 10 7 7 g 3 ! -2 -3 -8 -1t R
Cunulative debt service margin 17 31 T oag 4z 44 17 45 40 31 72 ;
i
(#) Debt service exceeds dividend policy {including taw bensfits
v Dividend policy needed for
' debt service . 7% (5% s an 73% & o 37 :




Yankbuy Study w. lull - smith centwer, fansas - 15986 02-20-66 02051 54F

(! T OBANE ND. 15 T Data Source:  Year-end 1984: theshunnii Fanks of kKansas (ry Snestuncif o Lo h
Al Capital of hank to be acquiréd,.....,,.." 257 famounts in Cipuears)
i
é:% Total assets of bank to be acquired...... §2,050 leverage assuis o vear
i
3 Capital to total assets ratioe.esescereon 12,267
7259 required BQUItY...eeeerieeineieeien 367
{Y 75% to be financed....sssrnncroracaronoy 109
b Rate of interest on financing..eseussos . 9.5
o Years for repayment (assume annual
payments - tuwelve years MaXiMUMm) covan 12
fissumed annual earnings....:ztzc.;.,},.:7 $335
L@ Calculated return on average assels..... . 1.70% . -
fseumed effective tax ratecsesvrsanrices Ib%
fssumed dividend payout ﬁolicy..........’ 79%

REFAYMENT SCHEDULE

: o e ~ Year | __ Year 2 Year 3 Year 4 Year 0 Vear & Year 7 Year 8 Year 9 Year 10 Year {1 Vear 12
Calculated dividend available 26 26 2& 26 ik 24 24 26 24 24 b 24
Calculated tax benefit 6 ¢ b . 5 4 4 . 2 :

fpmount available for . .

debt service 33 32 32 et k3 1 K 30 29 29 28 27
Beginning principal balance 189 184 170 199 147 1758 120 164 87 +£8 47 2%
interest 18 17 14 15 i 13 11 10 ] b 4 2
Principal'reduction ' 9 10 1 B 13 14 i 17 17 21 23 3
Ending principal balance 199 170 159 147 Vid 120 164 87 48 47 95 0
Nebt service margin b ] g : 4 4 i K 2 7 { i
Curulative debt service nargin 3 ¥ 16 2 25 29 32 35 37 38 39 e

{#) Debt service enceeds dividend policy tax benofit)

Dividend policy needed for
debt service . 59% 07 61 L0 477 447 N 577 59 747 7




Bankbuy Study me 1ull -

BANK ND. 16 ‘Data Source:

Capital of bank'toybeAétqu{féd.:I....

_ Total assets of bank to be acquired.....

smith center,

1,135 (amounts in thousands)

$15,406 (average assets for year)

Lansas -

1986

Vear-end 1984: Sheshunoff Banks of Kansas (o) Sheshunoff % Co.

02-20-386 03:063C57F

Capital to total assets ratio...oeveansn 7.37%
257 required QUILY..uesesassornesineres 5204
75% to be financed.isieosiarenr e 851
Rate of interest on financinguecessscasn 9,507
" Years for repayment {assume annual
payments - twelve years maximum)..... 12
fssumed annual @arningS..sessserassroers $51
Calculated return on average assets..... 0.3
Assuped effective tax rateovioivveieiann 364
fAssumed dividend payout policy.oveaassen 70
Calculated annual payment on debbt........ 5122
t
REPARYMENT SCHEDULE )
. ~ Year | _ Year 2 Year fear 4
Calculated dividend available 38 8 38 38
Calculated tax benefit ' 29 » 5
Amount available for . -
debt service 67 iB 38 36
Beginning principal balance 351 * %
Interest # ¥ %
Principal'reducticn o % # % -
Ending principal balance % + %
Debt service margin ] -84 -84 -84
Cunulative debt service margin -55 138 -222 ~305

(%) Deht service exceeds dividend pelicy (linciuding taw benefit)

Dividend policy needed for

debt service 1827% DI

2797 oy

-84

-3B89

#*

Year &

38

B

-84

-473

2390

Year 7

38

38

e

Year 8

Year 9
%8 38
M M
38 38
¥ #
H ¥
# #
* *
-84 -84
~-640 -724
2397 2397

Year 10

2]
e

38

-84

-807

2397

Year 11 Year 12
38 ig

M
38 38

*

¥

¥
-84 -84
~B91 ~G7%

R .
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Bankbuy Study m. lull - smith center, hLanzas -
HEAQKVﬁa.W 17 T “Data Source: Year-and 1984 Sheshunaff Banke of
Capital of bank to be acqﬁi;éd;.;....‘.}hV $3,113 (amounts in thowsands)
Jotal assets of bank to be acquired....._ 326,885 {average asseis for yeoar)
Capital to total assets ratio..eses-iine 11.58% ‘
23% réﬁﬂf%ed ethtf‘.;.}.....[:;;..‘.... £774
757 to be financedeisevsreranrosoeccans  F2E
Rats of interest on financing.ise:sevses g.90%
Years for reﬁdfmen{VYASSQAerénhﬁél
payments - tuelve years maximum)..... t2
fAcsuned annual earningScsvssarasssscnans $313
Calculated return on average asseisS..... 1167
fssumed effective taw rateé.iivscerecescs z
fAssumed dividend payout policy.oeausscn 787
Calculated annual payment on debt........ $33 _
|
REFAYHMENT SCHEDULE
Year 1 Year Z Year 3 Year 4 Yoar 9 Year 6
Calculated dividend available 233 235 235 238 215 215
Calculated tax benefit 20 : %
fmount available for -
debt service 219 239 255 2399 235 235
Feginning principal balance _ * * * %
Interest * % % & 2
Princfpalvrnduction ' * B % % %
Ending principal balance ) * # % % %
Debt service margin -20 =100 ~100 ~100 -100 -100
Cumufdiive debt cervice margin -20 ~119 ~219 ~-318 -A41g ~517
(¥) Dobt service sxceeds dividend poliny (inclvding tax benefit)
Bividend policy needed for
debt service B1% ! 077 o 107 107

”
fe

-{006

F3

sl

e

233

™

-100

717

-106

~B16

107

£

Y

Year 10

ry
e
o

o]

1074

Year 11

275

B

~100

-1,015

107h

n
“

n




Bankbuy Study m, tull - spith venter, Lansis - 1986 02-20-84 034103 03F

BANK NO. 18 B T “Data Source: VYear-end (984: Uhpshunnfd Banks of Kansas {(c) Sheshunoff & Co.

Capital of bank to be acqui?éﬂ.;........' §£2,103 {asmounts in thousands)

Tatal assets of bank to be acquired....., #2,749 faverage asseis for year)

Capital to total assets ratio.......icve 9.247%
25% required equity....;.......;..‘.,...' §926
75% to be FinanCed..eeverresasnssavnianes 31577
Rate of interest on financinge.scvess:on 9.50%

Years for repayment (assume annual

payments - fwelve years mazimumd..... 1
fissumed annual BarningS.cvevcrrnesarcan . 5271
Caleculated return on average assets...... 1,197
fssumed effective tax rate,civaiaviraaens 67
pscupmed dividend payoub policy.isesacvvin 7Y
Calculated annual payment on debt....... $226
e T T T
REPAYHENT SCHEDULE o
~ Year 1 VYear 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12
Calculated dividend available 203 203 207 203 0% 203 203 202 203 20% 203 203
Calculated fax benefit o 54 51 48 Toas 42 38 34 20 25 19 13 7
Amount available for T , ) -
debt service 257 255 252 249 245 241 237 233 228 223 217 210
Beginning principal balance 1,377 1,501 1,418 1,327 1,227 1,118 998 867 724 967 393 20k
Interest 150 1473 138 124 147 106 9% 87 b9 54 37 20
Frincipal reduction o 76 87 91 o 109 120 131 147 157 172 188 Toh
Ending principal balance 1,301 1,418 1,327 1,227 t,118 998 867 724 567 395 204 -0
Debt service margin 3 29 26 2% 19 th 12 7 2 -3 -9 {4
Cupulative debt service margin I 50 86 tog 129 144 155 167 165 161 152 177
(%) Debt service exceeds dividend policy fincivding tax benefit)
Dividend policy needed for
debt service 637 R £4Y ) 2 657, H 73 747, 74y 78 -




Bankbuy Study @, lull - smith center, kansas - 1586 2-20-846 0Z: 114 30F

[C':(P TBANE nD. 19 S "Data Source: Year-end 1984: Chmehunoff Dw-ke of Fansas {c) Gheshunoié ¥ (o,
Eapitai of bank to be acquiréd}.:.... cee £7,506 Camounts in thousanizl
Total assets of bank to be acquired....._ #45,800 feverage asuris for year)
5; Capital to total assets ratioccsvssassse 7.82%
a1
257 required BQUILY..eeressrnerrscunenss 5097
75% to be financed..iesiesecsaasrensaes 52,5670
Rate of interest on financingeiecacasase 9.50%

Years for repayment (assume annual

payments - twelve years maximuml..... 12
Assumed annual eérnings...........}.....‘ $403
Calculated return on average assets..... 0.867%
ficsuned effective tan rate.siecvvrianane 3b%
fssuned dividend payoutVpolicy..}...,...ri 750

2 o — Year | Year 2 Year 3 Year 4 Y;ar G Year 4 Year 7 Year 8 Year 9 Year 10 Year 11 Year 172
Calculated dividend available 702 102 072 02 362 302 E02 302 ang 02
Calrulated taw benefit ' 92 8s 83 77 72 65 58 51 47 i3 23 12

fimount available for . .
debt service 394 390 385 360 n7h 247 260 353 T4 335 T4
Leginning principal balance 2,690 2,560 2,418 2,078 {,906 1,702 1,479 1,234 966 673 392
Interest 256 243 230 215 199 181 142 140 117 92 6

Principal reduction ‘ 0 142 155 £70 1ub 208 223 245 268 293 221 352
Ending principal balance 2,540 2,418 2,263 2,097 i, 904 1,702 1,479 1,224 966 673 387 )
DPebt service margin 9 O -0 -3 -11 ~18 -29 -32 -41 -GN -4 -7
Cunulative debt service margin 9 14 19 g 21 -4 -73 ~118 ~153 -722 ~200

(%) Debt service exceads dividend policy lincluding tax benefit)

Dividend policy needed for

debt cervice 73%. 74% A X . 78 79% a1 8%y 857 87% ERA




Bankbuy Study m. lull - smith center, kansas - 1984 02-20-86 03171537

~
i
i

{i CBANK NO. 20 " Data Source: Year-end 1984: Sheshunoft fanks of Kansas (c) Sheshunotf & Co.
f Capital of bank to be acquired.ve oo $3,066 (amounts in thousands)
}J,  Total assets_of bank to be acquired..... $37,992 (average assets for year)
i
Eé‘ Capital to total assets ratiosseesssesns 8.07%
b 25 requifed”equify..}...,:;Z;Tf;l.....;r 3767 B
75% to be financed..ciernsaiiiaiicasay 52,500
Rate of interest on financing.....v.vssos 9.507%

Years for repayment (assume annual

payments - twelve years maxinum)..... 12

; fssumed annual earningS. oceavsoraarczas F47%
: Calculated return on average assets..... 1.2

Assumed effective taw rate..ooevevancns ' ThY

Assuped dividend payout policyeeceae::an 7%

Calculated annual payment on debb....... 327

REPAYMENT SCHEDULE

i
éf; o ~Year 1+ Year I Year 3 Year 4 Yoar O Year b Year 7 Year 8 Year 9 Year 10 Year 11 Year 12
i  Catculated dividend available 356 B4 1G4 356 16k 356 256 356 356 2586 356 354
f? Calculated tax benefit 79 7% 71 23 hi G6 50 43 b 28 20 L0
= Amount available for
debt service 435 431 4327 4272 417 412 406 399 392 3BS 376 a7
Beginning principal balapce 2,200 2,189 2,067 1,934 t,789 {,4630 1,455 1,264 1,085 826 75 01
Interest 218 208 196 184 170 155 138 120 100 78 53 29
frincipal reductian o 11t 1z 137 145 £59 174 191 209 329 251 275 361
Ending principal balance 2,189 2,047 1,934 1,709 1,630 1,855 1,264 1,055 824 575 201 -
Debt service margin 1G4 102 93 97 28 8z 77 70 43 55 47 37
Cunulative debt service margin 106 207 105 295 agb 569 646 716 779 835 agt 919
(%) Debt service exceeds dividend policy fincluding tax be L
Dividend policy needed for
debt service . REYA LA REY) T G5 587 557 HO% 82 3% 55
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7 T T aaNy wo. o 2t B T T Data Sources Vear-end 1984: ’u‘heshxmo%{‘,‘?zn.‘:e: ot Fansas (c) Sheshunoff & Ca.

Capital of bank to 'be’écauiwr'ed...ﬂ......'.m 1,016 (anounts in thousands)

45y

Total assets of bank to be acquired..... 8,531 taverage assets for year)
. ts 0t bank to DR acquUIred..... 1 9 . Y eo

Capital to total assets ratio...ceeesess 11,947
‘ 25% required eqUILY.ssessssessennserssss 5258
; S% to be finanpced.casesseaeersara e §762 B
- Rate of interest on finanCingieecavsvons 9.50%

Years for repayment (assume annual

payments - twelve years maximum)}..... 12
s fssumed annual ea'r’nint_;'s'.r...i.'...'.4.',......’/' 571
; ~Calculated return on average asselS.... . _ 0.837% _
- Assumed effective tax rate. . cvvvnsnans 367 '
fAssumed dividend payout pD]ic'y..r.,,.,,.T” 75%
v\ Calculated annual payment on debb......o $109 _

REPAYMENT SCHEDULE

Year 1 Year 2 Year 3 Year 4 Year § Year b Year 7 Year 8 Yehar 9 Ypar 10 Year {1 Ypar 12

Calculated dividend available 53 53 53 s a3 33 o 53 53 53 3 5%
Calculated tax benefit 26 ¥ + T » # ¥ 5 * s

fAmount available for - - -

debt service . 79 53 93 93 il 93 57 93 53 53 53 o3
Beginning principal balance 762 % % * % * % * * #* t
Interest % * 3 % % % # % % ¥
Frincipal reduction » k ) 3 * # % 3 = # # B # F
Ending principal balance * * b 3 * % # £ % % % £
Debt service margin ~30 -5b ~-9b -6 ~56 -S54 -5h -G6 ~G6 ~Gb ~56 -Gh
Cumulative debt service margin -30 -84 -142 -197 -25% ~309 -365 -421 -477 -533 -580 -£44

(¥} Debt =ervice enceeds dividend policy (inciuding tax benefit)

Dividend policy needed for
debt serviee o W74 1547 1547% o 15e% 154 1547 1547 1547 1547 1547 1547
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lﬁ [ oy T hata Source:  Year-end 1984: Sheshuncif Banks of Kansas (c) Sheshunoff & Co. o
i
i Capitai of bank to be acq’h'i;éd'; “ﬁ $1,1357 (amounts in thousands)
t‘i Total assets of bank to be acguired....._ $14,050 taverage assets for year)
7
lﬁt Capital to total assets ratio.,evsessce: 7.52%
5 v 281 rquired equity.....‘.........."....“r 5264
r, 767 10 be Financed..csvisiieiurirairreses $793
E"'} Rate of interest on financinQeisvsiosons 9.590%
I
1  Years for répﬁaykméhf (éésﬁ’n{reﬁnnﬁjﬂvr -
> payments - tuwelve years maximum)..s o 12
‘ Assuned annual EarmingS.«cesecesrrrirnns 110
Calculated return on average assets,.... 0.78%
fAssuned effective tad rab@ivecreevaacsen E1-YA
fssumed dividend payout poli(':y'. e 797
Calculated annual payment on debteeeene,  F114 ~
e e e
REFAYHENT SCHEDULE B
~ Year 1 _ Year 2 Year 3 Year 4 Year 9 Year &6 Year 7  VYear 8 Year 9 Year 10  Year 1t  Year 12
Calculated dividend available 83 33 K a3 83 83 a3 83 83 83 83 83
Calculated tax benefit I ¥ % % % ¥ % ¥ ¥ * % # *
Amount available for o )
debt service 1o 83 83 83 83 83 83 83 g3 83 83 83
Beginning principal balance 793 * % % * * ¥ * * * # *
Interest % % % % % % ‘ ¥ % * % : % ¥
Principal’reduction ' % 4 % 3 * % % % % » % %
Ending principal balance % # % # % * + 3 % N ¥ o
Debt service margin ~4 ~31 -31 -3 =31 ~31 ~31 -3t -31 -1 31 -3
Cumulative debt service margin -4 -39 ~b6 -97 ~128 -159 190 -221 ~282 ~-283 -314 -345

(%) Deht service enceads dividend policy tincluding tax benefil)

Dividend policy needed for
debt service 79% LO37 105% LT 107 1034 1037 1077 1037 1037 1037 TR




REFLECTIONS ON THE STUDY

Given that the appendix A data indicates that only one of the
twenty-three banks utilizing a 50% dividend policy can provide
sufficient cash flow to service the acquisition debt lends strong
argument that there are other benefits to Senate Bill 636.

Utilization of a consolidated cash flow from the acquired and
absorbed bank with that of the acquiring/absorbing bank seems
necessary to adequately service the acquisition debt of the
acquired bank. Assuming that the financial condition of the
acquiring bank is satisfactory, and that it might have 1ittle,
if any, debt prior to the acquisition and absorbtion of the
second bank, the combination of banks could more safely repay
the acquisition debt compared to a unit-bank purchase situation
with no absorbtion by another.

It appears some correspondent banks that have, in the past,
provided financing for bank purchases have tightened credit
available to purchasers somewhat, and it is probable that obtain-
ing as much as 75% acquisition financing might be difficult in
some instances. The strengthened cash flow, and additional
collateral available, that would come from a purchase and
absorbtion situation should make financing a much more

feasible proposition.




TESTIMONY REGARDING SENATE BILL 636
before the
Senate Committee on Financial Institutions & Insurance
Presented by

J.B. Warren
February 26, 1986

Mr. Chairman and members of the committee. I am Jim Warren,
Chairman of the Farmers State Bank in Galva, Kansas and
President of the Kansas Independent Bankers Association.

I appear here to strongly oppose SB 636.

It is a bill that would authorize statewide branch
banking.

For the last several years many of you have observed a
parade of witnesses before this committee discussing bank
structure issues stating their strong opposition to statewide
branch banking. You have copies of testimony on record of
numerous officers of the Kansas Bankers Association
expressing their strong opposition. The Kansas Independent
Bankers Association is also on record many times expressing
their opposition to statewide branch banking.

SB 636 as I interpret it, would permit any bank, chain
of banks or multibank holding company system to take the
assets, liabilities, capital, surplus and undivided profits
and merge them with one central bank leaving only a string of
branches across Kansas. There is no mention in the bill of a
distressed bank or any other specific qualifications for such
a merger. In fact, there appears to be few restrictions
other than the acquired bank must have been in existence for

five or more years. Svgqgg'.
/41"1‘61 chmem+ L
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Since there are no specific requirements to justify such
a merger and there is no criteria or guidelines to provide
any direction for the bank commissioner, it is assumed that
the commissioner could approve any such proposal upon receipt
of an application. Coupled with the current multibank holding
company law in Kansas, it is easily conceivable under SB 636
to have even small multibank systems in Kansas with more than
150 branches. This total would be feasible considering the
inclusion of the three authorized detached facilities stated
in the bill.

Branching could hopscotch across the state even though
the bill states home and contiguous county branching.

In a hypothetical example using a multibank holding
company owning banks in just Topeka and Hutchinson, each of
these two banks could own 3 detached facilities. 1In addition
to this, each bénk could acquire any number of banks in the
home counties and contiguous counties of these two cities,
plus up to 3 more facilities for each acgquired bank. An
illustration of this is included on the last page of ny
handout.

You can see how easily statewide branch banking could
spread across the state and how the control of Kansas banks
would become more and more centralized.

The Kansas legislature has historically been opposed to
the concentration of the financial resources of this state in
the hands of fewer and fewer individuals.

Chairman, members of the committee, we respectfully

request you report SB 636 adversely.





