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MINUTES OF THE _HOUSE  COMMITTEE ON COMMERCT

The meeting was called to order by Clyde D. Graeber at
Chairperson

3:30 #xn./p.m. on February 23 1988in room 527-8  of the Capitol.

All members were present except: Mary Jane Johnson, Excused

Committee staff present: Bil1l Wolff, Research Department
Myrta Anderson, Research Department
Bruce Kinzie, Revisor of Statutes
June Evans, Secretary

Conferees appearing before the committee: iy Maag, Kansas Bankers Association
Doug Mays, Securities Commissioner, KS
Securities Commission

Chairman Graeber brought the meeting to order and announced that final
action would be taken on H.B. 2738.

Revisor Bruce Kinzie stated there was one technicality; on Page 7 the
word not was left out and should be inserted between shall and exceed
in line 0230.

Representative Russell moved and Representative Wilbert seconded that
H.B. 2738 be passed out of committee with not being inserted on Page 7,
as outlined above. The motion carried.

Representative King offered a motion to amend H.B. 2738; i.e., leave
the bill in its present form except add two words in Section 2, K.S.A.
1987 Supp. 9-1102 (3) a bank's total investment or ownership at all
times in any one or more of the following shall not exceed 1/2 of its
unimpaired capital stock, surplus, undivided profits and capital notes
and debentures, and any such excess shall be removed from the bank's
books unless approval is granted by the state bank commissioner (See
Attachment #1).

Representative Campbell seconded the amendment be accepted and moved
out of the committee. The motion carried.

Representative Gatlin moved that the bill be tabled. Representative
Shallenburger seconded the motion.

Representative Ott offered a substitute motion to pass the bill out
favorably as amended and Representative Long seconded the motion.

The motion was voted on; the vote being 11 veas and 6 nays. The motion
carried.

The Chairman asked for final action on H.B. 2800.

Representative Long stated he was uncomfortable with changes as it is
too broad.

Jim Maag, Kansas Bankers Association, offered an amendment to H.B. 2800
which changes Section 1, K.S.A. 1987 Supp. 16a-2-501 (c) adding including
annual fees pavable in advance or monthly fees, late payment fees, bad
check fees, over-limit fees, and cash advance fees, after charges (See
Attachment #2).

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
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CONTINUATION SHEET

MINUTES OF THE _HOUSE COMMITTEE ON _COMMERCIAL AND FINANCIAL INSTITUTIONS

room __227-SStatehouse, at _3:30  &%./p.m. on February 23 1988

After discussion it was moved by Representative Long and seconded by

Representative Campbell to amend the bill as presented by Jim Maag.

The motion carried.

Representative King moved and Representative Wilbert seconded the
bill be passed out of committee as amended.

There was a vote which was 11 Yeas and 6 Navys. The bill was passed out
favorably.

Doug Mays, Securities Commissioner, testified for S.B. 548, an act
concerning the Kansas securities act; relating to commissioner's authority
to censure and fine; amending K.S.A. 1987 Supp. 17-1266a and repealing
existing section. (See Attachment #3).

Mr. Mays testified this bill is needed so the Securities Commissioner
can cooperate with the Securities Commissioner in other states.

The hearing was closed.

Bruce Kinzie said there is one slight problem in that on Page 2, Line 0049,
the words and regqulation needs to be added after rule.

Representative King moved and Representative Green seconded that the bill

be moved out as amended.

Doug Mays, Securities Commissioner then testified for S.B. 549, an act
concerning the Kansas securities act; relating to authority of commissioner;
reciprocal enforcement and subpoenas from. securities administrators of
other states; amending K.S.A. 1987 Supp. 17-1265 and repealing the existing
section. (See Attachment #4).

The Chairman asked for the committee's wishes on the two bills presented
by the Securities Commissioner.

Representative Gatlin stated he did not want to move the two bills out
together.

Representative Hamm moved and Representative Green seconded that S.B. 548

be passed out favorably. The motion carried.

Representative Hamm moved and Representative Green seconded that
S.B. 549 be passed out favorably. The motion carried.

The Chairman said the hearing on H.B. 2752 would be Tuesday of next week.

The meeting adjourned at 4:30 P.M.
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| move to amend HB 2738 by striking all of lines 200 through 274 and
inserting in lieu thereof the following:

Sec. 2. K.S.A. 1987 Supp. 9-1102 is hereby amended to read as follows:
9-102. (a) Any bank may own, purchase, lease, hold, encumber or convey
real property and certain personal property subject to the following:

(1) Own suitable building, furniture and fixtures, stock in a single
nondepository trust company organized under the laws of the state of
Kansas, and stock in a corporation arganized under the laws of this state
owning real estate occupied by the bank. |f the trust company engages in
the business of receiving deposits of banks, such stock shall be sold
within six months or removed as an asset of the bank. The trust company
and the safe deposit company in which a bank owns stock shall be located
at all times in the same city or township where the bank owning such
stock is located, otherwise the bank shall dispose of such stock
immediately;

(2) purchase, hold, encumber and convey real estate or lease, as lessor
or lessee, any building or buildings. Any real estate not necessary far the
bank's accommodation in the transaction of its business shall be disposed
of by the bank not later than seven years after its acquisition unless the
state bank commissioner authorizes the bank to retain such real estate for
a period not to exceed an additional two years;

(3) a bank's total investment or ownership at all times in any one or
more of the following shall not exceed 1/2 of its unimpaired capital
stock, surplus, undivided profits and capital notes and debentures, and any
such excess shall be removed from the bank's books unless approval is
granted by the state bank commissioner:

(A) The book value of real estate plus all encumbrances thereon;

(B) the book value of furniture and fixtures;

(C) the book value of stock in a safe deposit company;

(D) the book value of stock in a trust company; or

(E) the book value of stock in a corporation organized under the laws of
this state owning real estate occupied by the bank and advances to such
corporation acquired or made after July 1, 1973. Except that any real
estate not necessary for the accommodation of the bank’s business shall
be disposed of according to paragraph (2).

(b) Any bank may acquire real estats in satisfaction of any debts due it
and may purchase real estate in satisfaction of any debts due it, and may
purchase real estate at judicial sales, but no bank shall bid at any judicial
sale a larger amount than is necessary to protect its debts and costs. No
real estate, except for agricultural land, as defined in K.S.A. 17-56903, and
amendments thereto, acquired in the satisfaction of debts or upon judicial
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sales shall be carried as a book asset of the bank for more than five years.
At the termination of the five years such real estate shall be charged off.
No agricultural land, as defined in K.S.A. 17-5903, and amendments
thereto, acquired in satisfaction of debts or upon judicial sales shall be
carried as a book asset of the bank for more than 10 years. Atthe
termination of the 10 years such agricultural land shall be charged off.

The commissioner may grant an extension for an additional four years, or
any portion thereof, if in the commisssioner's judgment it will be to the
advantage of the bank to carry the real estate or agricultural land as an
asset for such extended period.
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Session of 1988

HOUSE BILL No. 2800

By Committee on Commercial and Financial Institutions

24

AN ACT amending the uniform consumer credit code; concern-
ing additional charges; amending K.S.A. 1987 Supp 16a-2-501
and repealing the existing section.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 1987 Supp. 16a-2-501 is hereby amended to
read as follows: 16a-2-501. (1) In addition to the finance charge
permitted by the parts of this article on maximum finance
charges for consumer credit sales and consumer loans (parts 2
and 4), a creditor may contract for and receive the following
additional charges in connection with a consumer credit trans-
action:

(a) Official fees and taxes;

(b) charges for insurance as described in subsection (2);

(c) annpual charges;ypayable in advanee; for the privilege of
using a lender credit card which entitles the user to purchase
goods or services from at least 100 persons not related to the
issuer of the lender credit card, under an arrangement pursuant
to which the debts resulting from the purchases are payable to
the issuer;

(d) charges for other benefits, including insurance, conferred
on the consumer, if the benefits are of value to the consumer and
if the charges are reasonable in relation to the benefits, are of a
type which is not for credit, and are excluded as permissible
additional charges from the finance charge by rules and regula-
tions adopted by the administrator.

(2) An additional charge may be made for insurance written
in connection with the transaction, including vendor’s single
interest insurance with respect to which the insurer has ne right
of subrogation against the consumer but excluding other insur-

including annual fees payable in advance

or monthly fees, late payment fees, bad
check fees, over-limit fees, and cash

advance fees,




Don't miss out. Circle your favorite
team on back of this page, then complete

and get a 6 month tryout, FREE.
and mail the application. And soon, you

line up to $25,000* Access to over 26,000
And part of every purchase Is set aside
for donations to worthy causes through-
NFL Charities. At no extra cost to you.
Sign with your favorite team now—

cash machines.

g free NFL gear.

-
nearni
You can’t carry
a more welcome card.
This card lets you eat, sleep and shop

And you can get additional cards free
at over 5 million locations. And it teams

I
for other family members; the more they're

used, the more free gear you can earn.
you with Citibank, to offer exclusive privi-
leges like toll-free 24-hour telephone help.

Start the fun now. Sign with your team
and beg

This is not your usual credit card. The
new NFL Visa is a whole new kind of card,
It says football is your sport. And it

shows the world your team. Everywhere
you use it things happen. People are more
friendly, attentive. You're talking football
more than ever. All of a sudden using a

like no other card can. Because it makes a
credit card becomes much more fun.

exclusively from Citibank. It gets attention
statement no other card can.

The new Citibank NFL Visa

card. Who says a credit card

can't be fun.

there’s no reason not to join now.
NEb

membership fee for 6 months,

can enjoy your new card, and the free
NFL gear you can earn. With no

/ lost-card replacement. A credit

The only card that can earn you
FREE NFL PRO-LINE.. gear.
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178% for Purchases and 19.8% for Cash Advances.] Does Not Apply. None for the first 6 months. $25 per year thereafter.
Grace Period/ Free Ride Period Cash Advance Fees and | Late Payment Over the Limit Feesapd Ot~ irges
On purchases you will have a grace period or “free ride” period | Transacliontees — | fges Over the Limit Fee: None. -
calculated from the statement closing date to the payment due | If taken at a financial | The fee is S10 for | Bad Check fee: SI0.
date. If you do not pay gour new balance by the payment due date. | institution. 2% of each iling peniod | Mo Firance Charge: 50¢ for
you will be assessed a finance charge on the then outstanding amount of advance but | in which your each billing period in which a finance
balance and on future purchases from the date such purchases | not less than S2 or minimum pay- | charge, based on a periodic rate, is
are posted to your account. On cash advances. finance charges | more than S10. If taken | ment is not payable.
are assessed from the day you take the cash advance untii the at Automatic Teller received within 25 | Collection Fees: Lawyers fees plus
day we receive payment in full. HMachine, SL.75. days after pay- | cOUTLCosts or any other fees as
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WISCONSIN RESIDENTS ONLY: Wisconsin law provides tnat no agreemenm. court oraer. or individual Stalement applying 1o martal property will affect a creditor s interest unless priof ta the time
creditis granted. the creditor is furnished with a copy ot the agreement. court order. or statement, or has actual knowledge of the adverse provision.

Citibank NFL Visa® cardmembers earn 1 NFL Pro-Doliar for every $5 in purchases with the Citibank NFL Visa card, redeemable towards products shown in the NFLPRO-LINE ~ catalog. All
merchandise is subject to availability and aif terms and cencruons of this program are subject to change without notice.
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STATE OF KANSAS

()1 FICE OF THE Sl,(,LH{llll S ( ()\I\ll%sl()\l R
Landon State Office Buildinyg
900 Soutlhcest Jackson St., Suite 552
Mike Havden, Topeka, Ks 66612-1220 Mo Donghin M
(it tiior (913) 296-3307 Securities Conanissione

Issue: The Power to Fine and Censure

I. 1Issue Definition.

The broadening of the enforcement remedies available to the
Kansas Securities Commissioner through the creation of statutory
authority to fine and/or censure violators of the Kansas Securi-
ties Act.

II. Background.

Each year the office of the Securities Commissioner handles
a wide variety of cases ranging from minor infractions due to
" administrative failures by the industry, to outright attempts to
circumvent the Securities Act. This spectrum of violations is,
unfortunately, not matched by a similar range of disciplinary
remedies. Often, under present statutes, the Securities Commis-
sioner is faced with the choice of either complete revocation or
suspension of an agent or company, or simply doing nothing. 1In a
majority of cases, neither of these remedies fits the infraction.
This disparity frustrates sensible regulation from both an
industry and a regulatory standpoint.

The solution is to adopt legislation providing for a wider
spectrum of remedies between the two existing extremes, thus
allowing for more equitable treatment of disciplinary cases.
This can be accomplished by granting the Securities Commissioner
the power to censure licensed agents, broker/dealers, and
investment advisers, and to impose fines for any violation of the
Kansas Securities Act, or any rule or order under the Act.

In 1985, these sanctions were officially endorsed and made a
part of the Uniform Securities Act recommended by the North
American Securities Administrators Association (NASAA)., Since
that time, thirteen states and Puerto Rico have adopted this
provision and several other states are in the process. Recently,
the Securities Industry Association (SIA), representing over 90%
of the securities industry, called for adoption by the states of
this legislation.
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II1I. Recommendation.

The Securities Commissioner recommends the adoption of
legislation granting the power to censure and/or fine up to
$5,000 per violation with no maximum limit. The justification is
twofold -- allowing the greatest enforcement flexibility and
eliminating the need to amend the statute in the near future due
to inflationary reasons.

This legislation is favored by both securities regulators
and by the industry being regulated. The SIA, if requested, will
send a representative to testify in favor of adoption.

The bill would be in the form of an amendment to K.S.A.
17-1266a of the Kansas Securities Act.,

IV. Fiscal Impact.

Fiscal impact is difficult to gauge. For FY 88, an esti-
mated $10-25,000 in fines could be levied. In future years, it
is conceivable that total fines could reach in excess of
$100,000. These revenues would be added to the General Fund.

V. Legislative Implications.

There can be a natural reluctance by any legislative body to
grant additional administrative authority to a government agency.
This, however, is not so much the broadening of powers, but,
instead, the creation of disciplinary options between the two
existing extremes. Neither is it a precedent, due to the similar
existing powers granted to the Insurance Commissioner some years
ago (the Insurance Commissioner recently levied a $50,000 fine
against an insurance corporation).



STATLE OF KANSAS

OFFICE OF THE SECURITIES COMMISSIONER
Landon State Office Building
900 Southwest Jackson St., Suite 552
Mike Thaden, Topeka, Ks 66612-1220 M. Dongdas Mans
Covernor (913) 296-3307 Securitios Comnrissione

Issues Subpoena Powers

I. Issue Definition.

The granting of statutory authority for the Kansas Securi-
ties Commissioner to issue subpoenas at the request of other
securities agencies.

II. Background.

Absent specific legislation, subpoena authority of this
state or any other state extends only to its territorial
boundaries. Securities violations frequently involve
out-of-state contacts and perpetrators and, therefore, the need
for the compelling of out-of-state testimony of witnesses and
production of documents. Seeking enforcement of a local subpoena
in another state usually involves the filing of a separate
enforcement proceeding which involves extra legal red tape and
results in significant delays.

The passage of this legislation would simply allow the
Securities Commissioner to issue subpoenas at the request of
securities agencies. This uniform provision has been endorsed by
the North American Securities Administrators Association (NASAA),
which encourages adoption by all states. 1In the last two years,
seven states have passed the model legislation and several other
states are currently undertaking passage.

Reciprocal subpoena powers will greatly enhance the ability
of the Kansas Securities Commissioner to prosecute violators of
the Securities Act, who through fraudulent activities bilk Kansas
residents out of millions of dollars.,
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III. Recommendation.

The Securities Commissioner recommends the adoption of
model legislation empowering this office to issue subpoenas at
the request of other jurisdictions without specific language
requiring reciprocity. It is to our advantage to cooperate with
other securities agencies’ investigations within our borders.

The bill would be in the form of an amendment to K.S.A.
17-1265 of the Kansas Securities Act.

IV, Fiscal Impact.

No impact.





