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MINUTES OF THE _HOUSE __ COMMITTEE ON _Commercial and Financial Institutions.

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

3:30  Xwem./p.m. on January 11 1990 in room ..527=S _ of the Capitol.

All members were present except:  Mary Jane Johnson and George Teagarden, Excused.

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

Conferees appearing before the committee:

James S. Maag, Kansas Bankers Association
James Turner, President, Kansas League of
Savings Institutions

The meeting was called to order by the Chairman, and he welcomed the
Committee back. Representative Robert Watson, who replaced Representative
Norman Justice, was introduced and welcomed to the Committee.

The Chairman further stated this meeting was called to consider the
introduction of two pieces of legislation which were requested to
be introduced as Committee Bills.

The first conferee, Jim Maag, representing the Kansas Bankers Association,
requested that a statewide bank branching bill be introduced which

would amend Section 1., K.S.A. 1989 Supp 9-111 to read as follows:

The general business of every bank shall be transacted at the place

of business specified in its certificate of authority, and at one

or more branch banks established and operated as provided in this

section.

Federal regulations and court opinions supporting rulings of the Comptroller
of the Currency have granted branching powers to national banks and

this bill would grant statewide branching to state chartered banks.
Currently, state chartered banks are restricted to branching within

the communities where they are chartered. (See Attachment #1).

After discussion by the Committee, Representative Shallenburger moved
and Representative Schauf seconded that an amendment be added to the
bill which states the name selected for the proposed branch bank shall
not be the name of any bank or branch bank doing business in the same
city or town nor shall the name selected be required to contain the
name of the applicant bank. If the name selected for the proposed
bank does not contain the name of the applicant bank, the branch bank
shall provide in the lobby of such branch bank, a public notice that
it is a branch bank of the applicant bank. (See Attahcment #2).

The Chairman stated, this is a very important bill and would not want
anything added that would hamper its passage.

Mr. Maag stated, since this is already being allowed, he saw no reason
it would harm the passage of the bill.

After discussion the Committee approved the amendment by Representative
Shallenburger and the motion carried.

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
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CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON Commercial and Financial Institutions,

room _527=5 Statehouse, at _3:30 __ xwxn./p.m. on January 17 , 19

Representative Shallenburger moved and Representative Long seconded
to introduce this legislation, including the amendment as a Committee
Bill and the motion carried.

The next conferee was Jim Turner, President, Kansas-Nebraska League

of Savings Institutions, requesting a bill be introduced as a Committee
Bill. He stated this would be a conformity bill. The 1989 Financial
Institutions Reform, Recovery, and Enforcement Act (FIRREA) passed

by Congress in August, 1989, authorized commercial demand deposits
accounts for federally-chartered savings and loan assocations. This
bill would equalize powers between federal and state-chartered savings
and loan associations to offer non-interest bearing commercial demand
deposit accounts.

This proposal concerns savings and loan associations; capital, deposit
accounts, shares, obligations; negotiable order of withdrawal accounts;
demand accounts; amending K.S.A. 17-5401 and repealing the existing
section as shown. (See Attachment No. 3).

After discussion, Representative Wilbert moved and Representative
Cates seconded the introduction of this legislation as a Committee
Bill. The motion carried.

The Chairman stated the next meeting would be Tuesday, January 16.
The meeting adjourned at 4:00 P.M.

2 of 2

Page




Date:

GUEST REGISTER

1/ ;//// 70

COMMERCIAL AND FINANCIAL INSTITUTIONS

NAME

ORGANIZATION

ADDRESS

T SOVl

HANLS |

0P

Hoilhruibrs
olvmmbys

Jes e \ /7/ ous ey

j/,,t/c’, ;é/s/’/< Z’; /UM,LAG/ /)/5

;Lﬁ:6;20wtéc/ /(ﬂ/LSI/ C;%ﬁuﬁa
(// ¢ |
I{ZC)CCQUU\ ﬂzu/l] L\U{/ /( ANALS W)&U/\ o0 f§%€§i}0 (:/)7%@@/?&(&/

Q \\\u\L SAWW\ es

t\

[«

// e

EASA

B

WMW

Kol

//// ”m

f&m¥lﬂ T Jirgtors 3 [

V
// / “ /<c\

N 2200

7 h

W %.mxm W e

/5;7 7///} y /Q?/‘ ] /.
/A4

Kansas Bawe, Deer

)




DRAFT CF 12-06-89

Section 1. K.S.A. 1989 Supp. 9-1111 is hereby amended to read as
follows: 9-1111. The qeneral business of every bank shall be transacted at
the place of business specified in its certificate of authority, and at

one or more branch banks established and operated as provided in this

sectiocn. amd it It shall be unlawful for any bank to establish and
operate any branch bank except as hereinafter provideds.

(a) For the purposes of this section, the term "branch bank" shall

mean any office, agency, or other place of business located within this

state, other than the place of business specified in the bank's certificate

of authority, at which deposits are received, or checks paid, or money

lent.

(b) After first applying for and obtaining the approval of the

state banking board, cne or more branch banks may be established and

orerated anywhere within this state by a bank incorporated under the laws

of this state.

(c) An application to establish and cperate a branch bank shall be

in such form and contain such information as the rules and requlations of



the state bank commissioner, adopted pursuant to K.S.A. 9-1713, and

amendments theretc, shall provide.

(d) The application shall include estimates of the annual

incame and expenses of the proposed branch bank, the annual volume of.

business to be transacted by it, the nature of the banking business to be

conducted at the proposed branch bank, the primary geographical area to be

served by it, and the personnel and office facilities to be provided at the

proposed branch bank.

(e) Upon receipt of an application meeting the above requirements,

within 60 days after receipt of the application the state banking board

shall hold a hearing in the county in which the applicant bank seeks to

establish and operate a branch bank. Notice of the time, date and place of

such hearing shall be published in a newspaper of general circulation in

such county by the bank seeking to establish and operate the branch bank

not less than 10 or more than 30 days prior to the date of the hearing, and

proof of publication shall be filed with the comissioner. Not less than

10 days or more than 30 days prior to the date of the hearing, the
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carmissioner shall give notice of the time, date and place of

-such hearing by registered or certified mail to all banks and national

banking associations having their principal places of business or branch

banss in the county wherein the applicant bank seeks to locate a branch

bank. At the hearing, all interested persons shall be allowed to present

written and oral evidence to the board in support of or in opposition to

the application. Upon campletion of a transcript of the testimony given at

the hearing, the transcript shall be filed in the office of the

cammissicner and copies thereof shall be furnished to the members of

the state banking board not less than 14 days prior to the meeting of the

board at which the application will be considered.

(f) After consideration of the application and the evidence received

at the hearing, the state banking board shall approve or disapprove the

application. If the board finds, on the basis of the application and the

evidence received at the hearing, that:




(1) there is or will be at the time the branch bank is

opened the need for the same in the cammunitv

to be served by it;

(2) there is a reasonable probability of usefullness

and success of the proposed branch bank; and

(3) the proposed branch bank can ke established without undue

injury to properly conducted existing banks and federal

banking associations,

the application shall be granted, otherwise, the application shall be

denied.

(q) Any final action of the board approving or disapproving an

application shall be subject to review in accordance with the act for

judicial review and civil enforcement of agency actions upon the petition

of any adversely affected or aggrieved person who appeared and offered

evidence at the hearing upon the application.

(h) Any branch bank lawfully established and operating on the

effective date of this act may continue to be operated by the bank then

operating the branch bank and by any successor bank.
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(i) Branch banks which have been established and are being

maintained by a bank at the time of its merger into or consolidation with

another bank or at the time its assets are purchased and its liabilities

are assumed by another bank from a receiver in liquidation of the bank may

continue to be operated by the surviving, resulting or purchasing and

assuming bank. The surviving, resulting or purchasing and assuming bank,

with approval of the state bank cammissicner, may establish and coperate a

branch bank or banks at the site or sites of the merged, constitﬁent or

liquidated bank or banks.

ta} Any bank demieiled in this state méy have an attached aux:iiaxy
teller faeility loeated oR &he gfeméses specified in it5 certifieate of
agthexrzEy+
fb&_éa agdition te ap attached ausiliaxy teller faeilifysy aRY
bank éemieiéeé in this ctace may, cubject te the rogquircwents and
limitations preceribed in cubsectiens {e} and {dys establich and maiREain
not moze than three branch banks, cxeept that any branch bank which was

established by a bark within 2,600 feet of. the premises cpeeified as sueh
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bank+s prineipal place of business iR iES ecertificate of autheriEyy Prio¥
to July iy 1986y chai: Ret be inetuded in the maxémgg rumbexr of brareh
banks atlewed under this SubseetiCit | o

¢e} a braneh bark may be estabiished ard opexated by a state bank
incorporated urder the laws of this state; with the apprevai of the state
banking beard, and by a national banking acseeiationy with the approva: ef
the appropriate federazl Supervicexy agemneyy granted upor the basis of
findings by the state banking boaxd or cuch federal agemey that sueh
serviee.wéi& serve—the publie coRvERicnee ©¥ Reed+

+dy branch banks authorised under subsectior (b3 shail be leoeated+

+:y Within the corperate limits of the same eity within which the
premises cpeeified by the bank as its place of business in iE5 cerkificate
of autherity is loeatedy if the came i5 located within an incorpoxated

exEys

e
e e

{2} within the beurdaries of the township in which the premices
specified by the bark as it5 place of business im s gertificate of
authority is located, if such premises are eeated cutside of the corxperate

limits of an incorperaced eiEy+

/=



¢3} mere than 50 feet from any other nompartieipating bamk ox

" braneh bark+

+4) meore than 2,600 feet frem the promices maintained as the

. principal place of busimess of any bamky the artieles ef iRcorperaticR OF

charter of which was appreved gy the state beard or federxal ageney ess
than five years prior to loeation of amy sueh branch banky untess the state
beard in the case of a ctate bank or the appropriate federal CUPEErviSEXy
ageney R the ease‘eé a national barking asceeiationy shall: cspeeifieialiy
£ind apd d§Ee£méae after careful cxaminatier and iRAvestigation that the
locatien of such branch bank within sueh restxicted area wiil net have a
matexially adverse effect upeR the capital st;ue%ufey,éepesiEs ard gererad
£inane+al pesition of cueh ex:sting bank+

¢63y within the corperate limits of a eity located iR JORRGSER SOUREY
which has ro bank and which iS contigueus £0 a eity leoated in Johnsem
county whexe the premices cpeeified by the bamrk as its piace of business in
it certificate of autherity is loeateds ‘

e} in additien to ecstablischment and maintecnanee of branch banks as

autherised by subsectier {b}y ore or mere branch bamks may be established
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and maintained in Ehis state by any bank demieiled in this state subject €6
the following raguircmeRts and IiMitations+

¢33 A braneh bank may be leeated at the site of a bank demieiied im
Kapsas which Fac been merged inte or ceonselidated with the branching banky
exeept that if sueh bark was chartered after Januwary v 1987+ it shalx have
been in exictenee and agtively cngaged iR BuSiRess for £ive or MO¥Xe Yearsy

£2} a branch bank may be located at the site of a bank demieiied iR
Kancas the assets of which have been purchased anrd the liabilities of whieh
have been assumed by the b%anehiag bank frem a receiver in iiquidatien of
the banks

¢3} branch berks which have been established amd matnREained
pursuant £e subsection {by By a bank mexged inte oF consotidated with the
branching bark, o the acsets of which have beemn purechased ard the .
Lisbilities of which have been asoumed by the bramehing banky may centinue

to be maintained by the branching bank; and nething in thic aes shat: be

/=%



decwed to require any Gerviee t© be provided at amy sagh exicEing braneh
bank which wac Ret being preovided at the time of cuch mergery 3oRSezidatien
or purchase apnd accumpEieRt

+4} the establichment and waintenanee of a braheh estabiiched
pursuant to this subseetien by a state bank incorporated urder the laws of
this state of by a national banking asseeiatieon chaii be sub;;;;_;;;“
apeeoval by the stac banking beaxd or by the appropsiate fedexal
superviser? agerey, respeectively, uper the basis of findings that such
sexvice will serve the public conveniecnee and Reedy exeept that sueh
approval may be given by the state bank cowmisSicRer iR CMergenRey
situacions under rules ard regulatieons adopted purSuaRt &0 KrSvAr S-3iFids
and amerdments therets+

¢53 a branching bank establiching and maiRtaining a brarneh bank
?HEEH&HEAEG any provision of this subsectien {e) shall eoperate the bxaneh

bank for a period of at least two years before seiiing or othexwise

dispesing of such braneh banky cxcept that sueh branching bark may sei: ox



dispose of the branch bark for the purpese of establiching a Rew bank
charter in the eity or township in which sueh branch bank isl¥eeaéeéf

¢6y any branching bank establishing apd maintaining a braneh bank
pursuant t© any provisions of this subsection {e}y cshail preovide fer am

adviséfy beard of directeors made up of net less than five members £rem the

eity ox county where the branrch bank is loeateds

£33 any branching bank establiching ard mainEaining a braneh bank
PUXSUARt £O any proviciens of this subseetien {e)r shall provide cheekingy
savings and tean services at such braneh banler

8y anry branching bark eé%ab&ishéﬁg anrd maintaining a branch bank
PuESuaRE te any provisions of this subsectieR (eyr snall have such brareh
bank cpen for business Ret less tham 30 heurs per week legat: heiidays
excluded+

+£} any branch bank establiched and cperated by a bank prier €6
Japuaxy iy 1587, may gen%énue to be operated by the bark which estabiished

the braneh+
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+g+(3) any sta£e bank or national banking association having its
principal office and main banking house in "his state may provide and
engage in banking transactions by means of I:ﬂote'service units wherever
located, which ramote service units shall rot be considered to be branch
banks authorized herein. Any banking transaction effected by use of a
remote sefvice unit shall be deemed to be transacted at a bank and not at a
remote service unit;

¢hy(k) as a condition to the operation and use of any remote
service unit in this state, a state bank or national banking association,
each hereinafter referred to as a bank, which desires to operate or enable
its custamers to utilize a remote service unit must agree that such remote
service unit will bg available for use by custamers of any other bank or
baﬁks upon the request of such bank or banks to share its use and the
agreement of such bank or banks to share all costs, including a reasonable
return on capital expenditures incurred in connection with its development,

installation and operation. The owner of the remote service unit, whether

=4



a bank or any other person, shall make the remote service unit available
for use by other banks and‘the;'u: custamers on a nondiscriminatory basis,
conditioned upon payment of a reascnable proportion of all costs, including
a reascnable return on capital expenditures incurred in connection with the
development, installation and operation of the remote service unit.
Notwithstanding the foregoing provisions of this subsection, a remote
‘service unit located on the property owned or leased by the bank where the
principal place of business of a bank, or an attached auxiliary teller
facility or branch bank of a bénk, is located .need not be made availabie
for use by any other bank or ba.nks or custamers of any other bank or banks;
+&3(1) for purposes of this section, "remote service unit" means
an electronic information processing device, including associated
equipment, structures and systems, through or by means of Wh.l.dl information
relating to‘ financial services rendered to the public is stored and
transmitted, whether instantaneously or otherwise, to a bank and which, for
activation and account access, is dependent upon the use of a machine-

readable instrument in the possession and control of the holder of an



account with a bank. The term shall include "online" camputer terminals
and "offline" autcmated cash dispensing machines and autamated teller
machines, but shall not include camputer terminals or autcmated teller
machines or autamated cash dispensing machines using systems in which
account numbers are not machine read and verified. Withdrawals by means of
"offline" systems shall not exceed $300 per transaction and shall be
restricted to individual not corporate or cammericial account57;

¢33 any bank located in this state may estabiich ard maiREa:n ORe
ox more branch banks in any eity loeated in the same couRty iR whieh the
branching bank i5 loeated which eity dees met have a main banky speeified
in the certificate of autherity, loeatd within the corporate Limits of sueh
giEyy OF f éhege i5 ne appticatiopR perding for appfe#a; éé a braneh bank
in any sueh eity filed by a bark loeated im the came EouREy as sueh ei&y
i located, in any cuch eity located iR any couRty adjoining the couREy A

whieh such bank is5 leoeated-r



Uper reeeiving an apprication for apprevar of a branech bank to be
establiched iR a eity itocated iR a county adjoining the ©ouRty iR wWhich the
branching bank is located as authorised upder this subsectioR {3}y Ehe
chairperceon of the banking beard shaii eause.a heaxing to be ceonducted im
the eity in which the branch bark i5 propesed to be loeated within 66 days
following receipt of cuch appiieationr Neotice of such hearing shall be
published by the branching bamk ir the offieial Rewspaper iR sueh eityy oF
£ there be Re such offiecial newopapery iR an offiecial Rewspapexr R &he
county in which sueh eity 6 leoeatedr 6Guech notice shall be published ret
less than 10 or meoxe than 30 days prior te the date of cuch hearingy ard
proof of publieztion shall be given te the bank commissiorex- Im addieon
the bank commissiorer shall give notice of such heaxing to the chief
executive officer of amy state or Ratienal bank whese main bark is leeated
within the county in whieh such eity i5 loeated~ Amy hearing scheduted eF
cermenced under the provisiens of this subsestion {3} shail be stayed
perding comrsideratien of a rew application for apprevat of a brameh bank A
sueh eity by a bark located in the same couRty R which cuch eify is

ieocatedr



Upen eampletion of the txanseript ef amy hearxing hereurdery a €Opy
thereof chat: be filed in the offiece of the state bark commiscicrexy amd
ore eopy Shall be furniched te each member of the state banrking beard net
less tFam 14 days prior to the meeting at which such appiicatienr 5
consideredr At the next regular meeting of the banking beaxd heid after
cach member thexcof has been furpiched a transeript of the hearing foF a
period of ret less than 14 daysy or at any meetzRg thereafter as designated
by the chairpexsen of the beaxdy sueh appticaticn chal: be considered by
the beardy ard the beafd shail appreve or dicapprove cuch appiieationr IR
cithexr event, RO action by the beard shall be final uRtid: a Statcwent of
findings of faet in cuppert of sueh agtieR sha;; have been prepared by sueh
persen desigrated te de seo by the chairpersen thexeof, eirculated €0 am
sigred by theose members voting thereery ard filed in the office of the
state bapk cemmiS5iOREE~

Sec. 2. K.S.A. 1989 Supp. 9-1111, 9-1lllla, and 9-1lllc are hereby
repealed.

Sec. 3. This act shall take effect and be in force from and after

its publication in the Kansas register.
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the application shall include the name
branch bank; The name selected for the
not be the name of any other bank or
in the same city or town nor shall the
to contain the name of the applicant

for the proposed bank does not contain

selected for the proposed
proposed branch bank shall
branch bank doing business
name selected be required
bank. If the name selected

the name of the applicant

bank, the branch bank shall provide in the public lobby of such

branch bank, a public notice that it is

applicant bank.

a branch bank of the
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James R. Turner, President

Suite 512
700 Kansas Avenue
Topeka, Kansas 66603

January 11, 1990

TO: HOUSE COMMITTEE ON COMMERCIAL AND FINANCIAL INSTITUTIONS
FROM: JIM TURNER, KNLSI

RE: REQUEST FOR BILL INTRODUCTION

The Kansas-Nebraska League of Savings Institutions would like
to request that the House Commercial and Financial Institutions Com-
mittee introduce as a committee bill the attached proposal which
would grant authority to state-chartered savings and loan associa-
tions to offer non-interest bearing demand deposit accounts.

This is a conformity bill. The 1989 Financial Institutions
Reform, Recovery, and Enforcement Act (FIRREA) passed by Congress in
August, 1989, authorized demand deposit accounts for federally-char-
tered savings and loans. This bhill would equallze powers between
federal and state chartered . institutions.

James R. Turner, President
Kansas-Nebraska League of Savings Institutions

JRT : bw
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AN ACT concerning savings and loan associations; capital;
deposit accounts, shares; obligations; negotiable order of
withdrawal accounts; demand accounts; amending K.S.A. 17-5401 and
repealing the existing section.

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

Section 1. K.S.A. 17-5401 is hereby amended to read as
follows: 17-5401

(a) Except as otherwise provided in K.S.A. 17-5413
and 17-5501, and amendments thereto, the capital
accumulated may be divided into units of equal value
which shall be called shares. Shares may be issued in
installments, full paid, prepaid, optional, reserve
stock shares or other plans as may be prescribed in the
bylaws.

(b) (1) An associlation may raise capital in the
form of such savings deposits, shares or other accounts,
for fixed, minimum or indefinite periods of time, all of
which are referred to in this section as savings
accounts, ——o¥—ipn—-the—feorm—af—sueh—demand—accounts—of-

3 3 ! 7
Ehose ﬁeffe“s or—erganiaations—thathavea b&S&??SS .
e?fFEE?Ee SOMMETSTat a§ a?§if&}5arail%ea§ f?}?tl??Sh*p

o] : et e .y an
association may issue such passbooks, time certificates

of deposit or other evidence of savings accounts as are
so authorized.

pricrity on-liguidatier~ Holders of savings and demand
accounts and obligors of an association shall, to such
extent as may be provided by its bylaws or by
regulations of the commissioner, be members of the
association, and shall have voting rights and such other
rights as are provided.

& - - o W o) Vo o
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(3) 44> Accounts may be subject to check or to
withdrawal of transfer on negotiable or transferable or
other order or authorization to the association, as the
commissioner may provide by regulation.

(4) 45> To such extent as the commissioner may
authorize by regulation or advice in writing, an
assoclation may borrow, may give security, may be surety
as defined by the commissioner and may issue such notes,
bonds, debentures or other obligations, or other
securities, including capital stock, as the commissioner
may so authorize.

(5) (A) ~&r{&xr An association whose accounts are
insured in accordance with the provisions of K.S.A. 17-
5824, and amendments thereto, may permit the owner of a
deposit or account on which interest or dividends are
paid to make withdrawals by negotiable or transferable

instruments for the purpose of making transfers to third
parties.

(B) =& Such accounts shall be called negotiable
order of withdrawal accounts.

(C) ~B Such accounts shall be subject to such
prohibitions, limitations and conditions as the
commissioner may by regulation prescribe.

(6) (A) Subject to the terms of its certificate of
incorporation, bylaws and regulations of the
commissioner, an association may -

(1) raise funds through such deposit, share,
or other accounts, including demand deposit
accounts hereafter in this section referred to as
account; and

(ii) 1issue passbooks, certificates, or other
evidence of accounts.

(B) An association may not -

(1) pay interest on a demand account; or




(ii) permit any overdraft, including an
intraday overdraft, on behalf of an affiliate, or
incur any such overdraft in such association’s
account at a Federal reserve bank or Federal home
loan bank on behalf of an affiliate.

All savings accounts and demand accounts shall have the

same priority upon liquidation. Holders of accounts and
obligors of an association shall, to such extent as may

be provided by its certificate of incorporation, by-laws
or by regulations of the commissioner, be members of the
association, and shall have such voting rights and such

other rights as are thereby provided.

(C) An association may require not less than 14
days notice prior to payment of savings accounts if the
certificate of incorporation or by-laws of the
association or the regulations of the commissioner so
provide.

(D) If an association does not pay all withdrawals
in full, subject to the right of the association, where
applicable, to require notice, the payment of
withdrawals from accounts shall be subject to such rules
and procedures as may be prescribed by the association’s
certificate of incorporation or by-laws or by regulation
of the commissioner. Except as authorized in writing by
the commissioner, any association that fails to make
full payment of any withdrawal when due shall be deemed
to be in an unsafe or unsound condition.

(E) Accounts may be subject to check or to
withdrawal or transfer on negotiable or transferable or
other order or authorization to the association, as the
commissioner may by regulation provide.

Section 2. K.S.A. 17-5401 is hereby repealed.

Section 3. This Act shall take effect and be in force from
and after its publication in the Kansas Register.

(:5)' §/



