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MINUTES OF THE HOUSE COMMITTEE ON FINANCIAL INSTITUTIONS AND INSURANCE.
The meeting was called to order by Chairperson Bill Bryant at 3:30 p.m. on January 17, 1996 in Room
527S-of the Capitol.

All members were present except: Representative Delbert Crabb
Representative Phill Kline
Representative Tom Sawyer

Committee staff present: Bill Wollf, Legislative Research Department
Bruce Kinzie, Revisor of Statutes
Nikki Feuerborn, Committee Secretary

Conferees appearing before the committee: Roger Wine, Kansas Securities Commission
Roger Walter, Kansas Securities Commission
Judy Story, Deputy Bank Commissioner
John Peterson, Fourth Financial Corporation

Others attending: See attached list
Roger Wine, Kansas Securities Commission, introduced Roger Walter, General Counsel for the Commission,

who requested technical cleanup legislation for KSA 17-1252 (Attachment 1). The proposal is non-
controversial and was requested to clarify existing statutes.

Representative Dawson moved for the proposal to be introduced as a committee bill. Representative Gilbert
seconded the motion. Motion carried.

John Peterson, representing Fourth Financial Corporation, requested the introduction of legislation which
would allow interstate branch banking by merger only and would prohibit de novo interstate branches
(Attachment 2).

Representative Cox moved for the introduction of this proposal into legislation as a committee bill.
Representative Dawson seconded the motion. Motion carried.

Hearing on HB 2631 - Banks and banking, relating to liquidation, merger or consolidation
Judy Stork, reviewed the amendment which would affect KSA 9-1109, 9-1110, and 9-1604 (Attachment 3).
The amendment would change the currently required 2/3 vote of stock holders to liquidate, merge, consolidate
or sell certain assets of the bank or trust department to a simple majority vote. The amendment would provide
consistency with the provisions of KSA 9-1724 and the General Corporations Code as it applies to state
chartered banks.

Representative Correll moved that the bill be placed on the Consent Calendar. Representative Smith seconded
the motion. Motion carried.

Hearing on HB 2628 - Relating to trust authority; concerning inactive trust companies or
departments

Judy Stork, Deputy Bank Commissioner, explained the legislation as being a mechanism whereby the
Commissioner would be required to grant written approval to banks who currently have inactive trust
departments to reactivate their trust departments (Attachment 3). This provision would ensure that adequate
policies and procedures, as well as knowledgeable staff are in place prior to beginning fiduciary activities.

Representative Dawson moved for the favorable passage of this proposed legislation. Motion was seconded
by Representative Landwehr. Motion carried.

Representative Gilbert moved for the approval of the January 9. 1996. minutes. Motion was seconded by
Representative Correll. Motion carried.

The next meeting is scheduled for January 18, 1996.

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 1
appearing before the committee for editing or corrections.
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Section 5. K.S.A. 1994 Supp. 17-1252 is hereby amended to read as follows:

17-1252. Definitions. When used in this
act, unless the context otherwise requires:

(a) “Commissioner” means the securities
commissioner of XKansas, apoointed as provided
in K.S. & 17-1270, and amendments thereto,

{b) “Agent” means any individual other than
a b1'oke'=c1ealer who represents a broker-dealer
or issuer in effecting or attempdng to effect sales
of securities. “Agent” does not include an indi-
vidual who represents an issuer ouly in trans.
actious in securities exempted bv subsections iz},
(b), (e}, (B, ) (§), (D) or (p) or K.S.A 17-1251,
and :mendments thereto. A parmer, officer o
director of 2 broker-dealer or issuer, or a De"son
occupving a similar stacus or oe"ronmng simijar
funcdons, is an agent onlv if such person och.
erwise comes within this definidon.

(¢} “Broker-dealer” means anv person sa-
gaged in the business of purchasing, offering ‘or
saie or seiling securities for the sccount of others
or for such person’s own sccount: but the term
coes a0t inciucde 4n agant. issuer. dank. savings
insdtucon. NSUrAnNce COMEARY, O & Derson “ho
erfects transacdons in this swace sxclusivelv wid
the issuer of the securities invoived in the trans-
zcdons or with any person to whom 2 sale is ax.

emnct under subsecdon () or X.S.A. 17-1262 ang
smendmenrs thereto.
{d} “Guaranteed” means guarantesc ss :

1

pavinenc of principal, incerest or dividends.

\e}  “Issuer” means any person who issues
Droposes {0 issue any security, except that i C:
respect © cerdficates of aeoosu vOONg-Trust ce

dficates or collateral-trust cervificates. or with re-
spect to certificates of interest or shares in zn
umncomorated investment trust not having 2
board of directors (or persons pe'-rormmc sirmilar
funcdoas) or of the ﬁxea. .vs*nccea managsment
or unit type: the termn “issuer” also means the
person or persous pe*rorrmnc the zcts and as-
suming the dudes of deoomor Or managsr pur-
suanc to the provisions of the trust or other
agree'ne*lt or instrument under which the se-
curity is issued. The issuer of a cerdficate of in-
terest in an oil and gas rovaltv, lease or 'mne"ai
desd is the owner of the interest in the oil and
gas rovalt'y ease or mineral deed who creates the
certificate of interest for purpose of sale.

/) “Nonissuer” means not directly or indi-
rectly for the benefit of the issuer.

c) “Person” means an individual, a corpe-
ration, a partne*shm an association, & joint- -stock
company, a trust where the interests of the ben-
eficiaries are evidenced by a security, an unin-
corporatea organization, a government or 2 po-
litical subdivision of a government.

(h) (l) “Sale” or “sell” includes every cod
tract of sale of, contract to sell, or disposition of,
2 secuntv or interest in a secuntv for value.

(2) “Offer” or “offer to sell” includes svery
attempt or orfer to cusoose of. or solicitation of
an offer to buy, 2 security or interest in a security
for value.

(3) Any security given or delivered with. or

2 bonus on account of, any purchase of se-

unue: or anv other thing is considered to con-
stitute part of the >ub1e": of the purcna.se and to
have been offered and sold for value.

(4) Every sale or offer of a warrant or right
to purchase or subscribe to anocher secuntv or
the same or anocher issuer, and everv saie or of-
fer of & securitv which gives the holder oresent
or future right or privilege fo convert into an-
other security of the same or anocher issuer, is
considered to inciude an offer or the other se-
curity

(3) A purported giit or assessanle stock is
considered o nvoive an offer and sale of such
sTock.

(i) cef‘u:‘.::‘:

T ot 18337

cen-v—-‘:_-.< A

change zct of 185+ "ouolic udlic hoicing com-
pany act of 18337 ana “invesmient company ace
of 1940” mesn the “edersi statutes of those
games.

() “Securt” means anv note: stock: Teasury
stock; bond: d bencure: ewidencs of indebred-
ness; cerdficate of interest or DArucCip2Con {o anyv
profit-sharing :greement; coilateral-oust cerdi-
cate; preorganizzdon carciicate or sudbsemipdon:
transferable share: investment coamracn vodng-
frust cerdficates; thrift cerdficates or invescment
certificates, or thrift noces issued bv invescment
companies; cerdicate of devosit for a security;
certificate of incersst in oil ind zas rovaities,
leases or mineral deeds; or, in general, anv in-
terest or insgument commonl\. known as 2 “se-
curity,” or anv cerdiicute of interest or pardci-
pation in, temporarv or interim cerdficate for,
gnarantes of, or warrant or right to subscribe ©
or purchase, anv of the foregoing. “Securnty”
does not include anv insurance or endowment
policy or annuitv contract under which n in-
surance company Dromises to pav money either
fn a lump sum or oenocucaﬂ\ for life or some
other saec.ﬁeﬁ period.

(k) “State” means any state, territory, or pos-
session of the United States, as well as the Dis-
ict of Columbia and Puerto Rico.

() “Investment adviser” means any person
who, for compensation, engages in the business
of advxsmg others, either directly or through
publications or writings, as to the value of se-
Curiies or as to the advxsabmtv of investng in,
Purchasing, or selling securites, or who, for corr-
Pensation a.nd as a part of a regular business, is-
Sues or promulgates analyses or reoorts concern-
ing securities. The term does not include:
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(1) A bank, savings and loan association,
credit union, or Tust company;

2} u lawver, accountant, enginesr, suBsge—

sment—coasultant Or teacher whose performance
of these services is solely incidental to the prac-
tice of the individual's profession: ;

3) = broke'-de.uer whose performance of
these services is solely incidental to the conduct
of business as 3 broxemae._Le" and who receives
no special compensadon ‘or them:

\‘-i-) 4 publisner of anv bona dde aewspaper,
news magazine, Or business or dnancial :uoh—
caton of vevlef.—.l reguiar, and paid circuladon:

3) a person who has no piace of ousiness in
this scate if 1A) such person’s onlyv cliencs in this

stace are other investmenc advisers. droker-deai-

ers, banks, savings and loan associagons. credit
Lnions. TrUST COMDuIles. NSUIENCs COMDAnies.
invesTnent COMmUdries is dsfined ‘n e vest-
ment company act or 1840, peasicn or Srome-
shanng trusts. or other Snancisl instoudons or
institutional buvers, whether acdng Zor _ne'n-
selves or as trustess, or : B} during inv period of
12 consecudve months such person does ot ai-
rect business communicagons into this state
any manner [0 more than fve cliencs ocher than
those specified in subsecdon 3HAL whether
or 20 such person or any of : the persons to whom

‘he communicagons are directed is then present
in this scate; or

(6) such other gersoas aot within che intent
of this definition as the commissioner designates
by order or by rules and reguladons.




o

Section 6. K.S.A. 199¢ Supp.

follows:

17-1253. Unlawful acts in connection
with offer, sale or purchase of securities:
qualifications; “assignment” defined; pen-
aity. 1a) It is unlawrul for anyv gersca. ia con-
necdon with the orfer, sale or burchase of anv
secunty. direcdv or indirecdy, w:

(1) Employ 2nv device. scaeme or arcdcs -
defrauc:

(2} make anv ungue statement of @ matenal
fact or [0 omit tO sTate a matemal 30T aecessacy
in order o make e stacemencs mace. in e

Jgnt of dle croumsiances unCeEr WLICD lev ats
mace. z0¢ Tusieading; or
3} engzge in any aCI. DTICTCS OT Soulse of

business wilch ODerafes Or wowd COerats is 3
fraud or deceit upon 2ny pe

{b; Itis uplawtul for 4oy DeTSCoT WRo recsives
anv consideradon TOmM another Serson Trmanly
for aavising he other person as ¢ Qe “vaiue of
securides or their purchase or sale. whaies
througa the issuancs- of analyses or fegors or
otperwise, to:

(1} Emplov anv devics, scheme or artics ©
def-zud the other Dersom: of

{2} =2ngage in anv act, Sracses or cousse of
business which Operates or WoulC CDerz(e is 2
fraud or deceit upon the other persorn.

(¢} It is unlawtul for anv inveszment adwiser
to eater into, extend. or rensw any invesgneat

~.
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(1) / Fometoe—ievesement sericas 2o 2o 54
eompeasatac on the basis of a share of capiwal

gains upon or capital appreciacon of the funas
or any portion of the funds of the cieng

the contracc:

compensation
dviser
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(2} 7 that no assignment of the conmacs may
be made by the invesument adviser without the
coaseat of the other party to the congact/ame

(3) /that the mvestment aqviser, i 4 Dartier.
ship, :haﬂ notify the other party w© Lhe couzac:
of znv ch nange in the memoership orf the pan-
nersnip within a ressonadle dme arter the
change.

Supsecdon (¢}(1) shall aoc oroatoit an invest
ment advisory contract wiich drovides for com-
censadoa Dased upon the tocal value or s 'L.nu
Averazea over 4 derimite perod. or is of deznre
dates or tzkem as of i cednite cate, Or i :my
ocher manner suthorized ov rules and reguiadons
adooced ov the commissioner tor die gurzeses of
furchering compatiouity wgh facerd reguiacons
zuthorizng ees Dased ugea 2 snare of e Capux
ZEI0S UCOO OF CIDITA ATOrSCIACCA 2T JL2TT 858t
Assigoment.” &s usec in his suosesczZen. io-
cluces znv direct or incirset T 'm:oc:
2cacon Of i investmer ;m sorv coaozer ov e
assignor or of 2 coneling icek of the issigner's
outstanding "ocmcz securiges ov i securics noicar
ot :'r.—* 2551€00T; buc, if the ipvesTnenl iCviser is
¢ Carcersaio, 10 assignment Of in invesTmen
'cwsorv concacst is considersd o result Tom e
geath or witharawal of = eetialolote of the mem-
bers of the invesTment adviser tawving coly & mi-
noricv interest in the bustness of the mvesTment
acviser, or from the acmission to the inveszuent
adviser of oae or more mempers Who, ixer id-
mission, wiil be oaly @ minonty of the memoers
and will have only 2 minorics interest in the dusi-
aess.

{d} It is unlawrtul for any invescnent : saviser
to take or have custody of anv securites or funds
of any clienc i
(1) The commussioner by nues and raguies-
toas probibits custody; or

{(2) in the sbsencs of such rwes ind regu-
ladous, the investment adviser fails to aocty the
commissioaer that such adwviser has or may have
custody.

{e) A conviction for a violation of this secdon
is a seventy level 6, nooperson felony. Any vio-
ladon of this secdon commited oa or afrer July
1, 1993, resultmg in a loss of 325,000 or moare,
rege.rdless of its location on the seatencing grid
block, shall have a presumpave seatence of im-
prisonment.

fails to provide in writing

or
fails to provide in writing

/=4




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

Secton . K.S.A. 17-1254a. 17-1234b, and 17- 123 are hereby repeaied.
Secton 2. K.S.A. 1994 Supp. [7-1259 is herebv amended to read as follows:

K.S.A. 17-1259. (a) When securites are registered by notification or by coordination or by qualification. they
may be offered and sold by a registered ageat of the insurer or by any registered broker-dealer. Every registration shall
remain effectve for one vear after its effective date unless the commissioner by rule or order extends the perod of
etfectiveness or unul terminated upon request of the registrant with the consent of the commissioner. No registration
is effecuve while a stop order is in effect under K.S.A. 17-1260, and amendments there:o. So loag as a registraticn
remnains effecuve, all cutstanding secunities of the same class shall be considered 0 be registered for the purpose of
any nonissuer distribuuon. Any registraton statement may be amended after its effective date so as (0 increase the
securities specified theretn as proposed © be offered. The commissioner may permit the omission of any document
or item Of informauon from any registration statement. Upon complenon of a registerad offering a registrant shail
{lie 2 tinal regort of sales.
(b) (1) Every person liling 1 registrauon satement shall pay a fes of .03% of the maximum aggregate

offering price at which the securities are 10 be offered in this swate, but not less than S1C0 or more than $2,300 fer
ach vear of effecuveness. The commissioner shall esablish registration fees by rules and regulations. The
commissioner may by rule and reguiation set the maximum amount of securities that may be registered at anv one
ume by a face-amount certficate company or an open-ead management cCompany OF unit investment irust, as those
terms are defined in the invesument company act of 1940. [f a registration statement is voluntanly withdrawn pror i

being examined by the swff of the commissioner, the commissioner may retund 30% of the fee so paid.
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of5158- The commissioner mav bv rule and regulation set a fes not 1o exceed S100 for tlling to amend an effecive

rezistration statement. [f an appiication 10 amend increases the maximum aggregate offering price of secunties o be

offered in this state, an additional fee shall be paid based upon the increase in such price calculated in accordance with
the rate and annual minimum and maximum {ees specified in paragraph (1) of this section.

(3) The commissioner may by rule and regulation set a fee not to exceed 32,500 for an application or filing
made in connection with any exempuon from securities registration.

(¢) The commissioner at the time of the grantung of the authorzation to sell secunities as heretn provided.
may determine and f{ix the maximum amount that may be paid as or in the way of commission, adverusing expense

and all other expenses from the sale of such securities.

(d) Before any authorization to sell securities shall be issued by the commissioner as herein provided, all
stock or securities of any kind issued, or o be issued, for consideration less than the public offering price or for

consideration other than cash may be required to be deposited in escrow according to such conditions as the
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commissioner shall provide by rule and reguiation.

(e) The commissioner shail keep a register showing the issuer, date of registration. amount in aumoer of
dollars, of the securities registered.

(1) Nezther the commissioner nor any emploves of the securities deparument shall be interested as an otflcer.
director, or stockholder in securing any authorization o seil securities under the provisions of this act.

(2) Upon termination of a registration the filing of a {inal report as required by subsection (a) shall satsty

the filing requirements of subsection (m)(3) of K.S.A. 17-1261. and amendments thereto.

Secuon 3. K.S.A. 1594 Supp. 17-1261 is hereby amended 1o read as {ollows:

K.S.A. 17-1261. K.S.A. 17-1255 through 17-1260, and amendments thereto. shall not apply to any of
the following securities:

(a) Any secunty issued or guaranteed by the Unuted States or by any state. termory or msular sossession
thereof, or by any politcal subdivision of any such swte. ermory or insular pessession. or by the Distnet of
Columba. or by any public agency or instrumentality of one or more of anv of the foregoing.

(b) Any security issued or guaranteed by Canada. anv Canadian province. any solitical subdivision of any
such province, any agency or corporate or other instrumentality of one or more of the foregoing or anyv other foreign
government or governmental combination or eauty with which the United States maintains dipiomauc relatons. il
the security is recognized as a valid cbilgauoca by the issuer, insurer or guarantor.

(c) Any security issued by and representng an interest in or a debe of, or guaranteed by, any bank organized
under the laws of the Unuted States. or any bank. savings institution. credit union or trust company organized and
supervised under the laws of this state except that the issuer of such security is subject to the supervision of the
banking department, savings and loan deparument or credit union administrator of this state.

(d) Any security issued by and represeating an interest in or a debt of, or guaranteed by, any federal savings
and loan association., or any savings and loan association organized under the laws of this state and authorized to do
business in this siate.

(e) Any security issued by and represeating an interest in or a debt of, or guaranteed by, any insurance
company organized under the laws of any state and authonzed o do business in this state when such securities are
sold by the issuer.

(D) Any security issued or guaranteed by any railroad, or public utility which is:

(1) Subject to the jurisdiction of the interstate commerce commission;

(2) a registered hotding company under the public utility holding company act of 1935 or a subsidiary of
such a company within the meaning of that act; or

(3) regulated by a governmental authority of the United States or any stale in respect 1o the issuance ot




guarantes of the securnty.

(g) Any security as to which the commissioner by ruie and regulation finds that registration is not necessary
or approprate [or the protection of investors.

(h) Any security issued by any person organized and operated not for private protit but exciusively for
religious. educational. benevolent. charitable. fraternal. social, athletic, fire protecuon. fire lighting or reformatory
purposes, or as a chamber of commerce or trade or professional association if no part of the net earmings of such

i

person inures o the benefit of any private stockholder—Seforeemsuchsecurttsshot-se-tssvedsuehsesson-shail
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$580-—and provided that the issuer has filed with the commissioner at least 10 davs pror 10 anv sale a notice setting

forth the matenal terms of the proposed saie. cootes ol anv sales and advertising literature o be used. and such other

information reguired bv the commissioner. and the commissioner dos not bv order disailow the exemption within 10

davs after filing.

(1) Any commercial paper which arises out of a curreat transaction or the proceeds of which have been orare
to be used for current transactions, and which evidences an obligation to pav cash within nine months of the date of
issuance, exclusive of days of grace, or any renewal of such paper which is likewise limited, or any guarantee of such
paper or of any such renewal.

(J) Any securities issued in connection with an employee's stock purchase, savings. pension, profit-sharing

ot similar benefit plan, or a self-employed person’s retirement plan.

(K) Any security evidencing membership in. or issued as a patronage dividend by, a cooperative association
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organized under the laws of this state exciusively for the purpose of conducung an agricuitural. dairy, livestock or
produce business, or selling, processing. stonng. marketing or otherwise handling any agncuitural. dairy, livestock
or produce, and any activites incidental (o these purposes.

(1) Any security issued by and representing an interest in or debt of, or evidencing membership in. or issued
as a paronage dividend to residents or landowners of not to exceed five contiguous counties in Kansas by a
cooperative assoctation organized under the laws of this state exclusivelv for the purpose of conducting an
agricultural, dairy, livestock or produce business, or selling, processing, storing, marketing, rewiling, or otherwise
handling any agricultural, dairy, livestock or produce. or farm supplies, and any activites incideatal to these
pUrpOSES.

(m) Secunties consutuung part of an issue. which. in whole or in part has been lawtuily sold and
distributed 1o the public in this or any other state, when orfered for resale in good farth and not directly or indirectly
for the benefit of the issuer or for the direc: or indirect purpose of promoting any scheme or enterprse having the
effect of violating or evading any provisicns of this act. except that this exempuen shall not apply (1) where the
authority 10 seil such securiues fas teen prohibued or dented under the provisions of this act. or (2) where the sale of
such securities in this state has been enjoined as provided in this act or (3) untii there shall have been filed with the
secunities commissioner of Kansas by any registerad broker-dealer a prospectus 1n such [orm as may be prescribed by
the commissioner conwining: {A) Latest available {inanctal statement of the i1ssuer: (B) management personnel: and
{C) such other available information as the commussioner may require. The filing of the prospectus and its approval
by the commissioner shall constitute the exempton heretn provided. Anv prospecius may be disapproved at any
time, [ after a reasonable nouce and a heanng, the commissioner shall find that the further exemption of the
securites would be (raudulent or tend to work imposition or {raud upon the purchaser thereof.

{n) Any annuity, gift annuity, chantable remainder unitrust, charitable remainder anauity trust, endowment
contract. life income contract. or investment contract issued by the governing body of any four-vear liberal ars
ccliege situated in the state of Kansas, and the provisions of K.8.A. 17-1254, and amendments thereto, shall aot
apply to any person in the issuance of such securities governed by this subsection.

(o) Any annuity, gift annuity, charitable remainder unitrust, charitable remainder annuity trust. endowment
contract, life income contract or investment contract issued by the governing body of any nonprofit corporation ot
foundation organized under the laws of this stte, for religious, charitable or educaticnal purposes, or for the
treatment and rehabilittion of children and adolescents, and which corporation or foundation is licensed by the
secretary of social and rehabilitation services or secretary of health and environment, if such corporation or
foundation has been in existence for more than {ive years and has {und balances in its endowment fund and
unrestricted funds totaling together 31,000,000 or more, and the provisions of K.S.A. 17-1254, and amendments
thereto, shall not apply to any person in the issuance of securities governed by this subsection.

{p) Any security issued by a bank holding company wholly or partially in exchange for the capital siock of

a bank that is, or will become upon consummation of such exchange, a subsidiary of such bank holding company;




or any securty issued by a savings and loan holding company wholly or partially in exchange for the capital steek of
an insured insutution that is, or will become upon consummation of such exchange, a subsidiary of such savings
and loan holding company. As used in this subsection. "bank.” "bank holding company” and "subsidiary” shail have
the same meanngs as are set forth in the federal bank holding company act of 1958. as amended and "savings and
loan holding company” and "insured instituuon” shail have the same meanings as are set forth in section 408 of the

national housing act. as amended.

Secuon 4. K.S.A. 1994 Supp. 17-1262 is heredby amended 1o read as follows:

K.S.A. 17-1262. Except as expressiy provided in this section. K.S.A. 17-1254, 171255, [7-1236.
[7-1257, 17-1258, 17-125% and 17-1260, and amendments thereto, shail not apply 1© anv of the {ollowing
ransacuons:

(@) Any isciated transacuon. whether effected through a broker-deaier or a0t

{b) Any nonissuer distribution by or through a registered broker-dealer of outstanding secunities at a price
reasonably refated to the current marke price of such secuniues. if Moody's manual, Siandard & Poor's manual. or
any recognized securities manual approved by the commissioner, contains the aames of the issuer's officers and
directors. a balance sheet of the issuer as of a date within 18 months. and 2 profit and loss statement for etther the
tiscal vear preceding that date or the most recent vear of operations. [f the commissioner finds that the sale of certain
securities in this stale under this exempuon would work or tead to work a fraud on purchasers thereot, the
commissioner may revoke the exempton provided by this subsection with respect 10 such securities by issuing an
order to that effect and seading copies of such order 10 all registered broker-dealers.

(¢) Any nonissuer (ransacuon by a registered broker-dealer pursuant 1o an unsolicited order or offer 1o buv.
The commissioner may require, by rules and regulatons. thac: (1) The customer acknowledge upon a specified form
that the sale was unsolicited; and (2) a signed copy of each such form be preserved by the broker-dealer for a specified
penod.

{d) Any transactions in a bond or other evidence of indebtedness secured by a reai or chattef mortgage or deed
of trust, or by an agreement for the sale of real esuate or chattels, if the entire mortgage, deed of trust or agreement.
together with all the bonds or other evidences of indebtedness secured thereby, is offered and sold as a unit.

(e) Any transaction by an executor, administrator, sheriff, marshal, receiver, trustee in bankruptcy, guardian
or conservator; any transaction executed by a bona fide pledgee without any purpose of evading this act or any
transaction incident 10 a judicially approved reorganization in which a security is issued in exchange for one or more
outstanding securities, claims or property interests.

() Any offer or sale to a bank, savings institution, {rust company, insurance company, investment

company as defined in the investment company act of 1940, pension or profit-sharing trust or other financial
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institution or institutional buver or 1 a broker-dealer or underwriter.

(2) Any offer or sale of a preorganization certificate or subscripton if: (1) No commission or other
remuneration is paid or given directly or indirectly for soliciting any prospective subscriber and no advertsing has
been published in connection with any such sale: (2) no payment is made by any subscriber: and (3) such ceruficate
or subscripuon is expressty vowdable by the subscriber untl such subscriber has been notified of final acceptance or
completion of the organization and until the securinies subscribed for have been registered. The commissioner may
require, by rules and reguiatons or by order, reports of sales under this exemption.

(h) Any transaction pursuant (o an offer 1o existing security holders of the issuer. including persons who at
the ume of the transaction are holders of convertibie securnties. nontransterable warrants or transterble warrants
exercisable within 90 days of thetr issuance. if: (1) No commission or other remuneration (other than a siandby
commission) is paid or given direcdy or indirecdy for soliciting any security holder in this sate: or (2) the issuer
lirst files a notice specifving the terms of the offer and the commissioner does not by order disallow the exemption
within the next {ive full business days.

(1) Any otfer (but notasale} of a security i1t (1) Registrauon statements [or such security have been fiied
under soth this act and the securtties act of 1933 if a0 stop order or refusai order is in effect and no pubdlic proceeding
or examination looking toward suca an order is pending under exther act: or (2} 2 registration s@tement [or such
securtty has besn filed under K.S.A. 17-1256 or 17-1258. and amendments thereto. o st0p order or emergency order
issued pursuant © K.S.A. 17-1260. and amendments thereto, is in effect and the offer is made oa behalf of the issuer
bv aregistered broker-dealer.

(j) The issuance of any stock dividend. whether the corporation distbuting the dividend is the issuer of the
stock or not, if nothing of value is given by stockhoiders for the disuibuton other than the surrender of arightioa

cash dividend where the stockholder can elect to ke a dividend in cash or stock.
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dayss A transaction involving the distribution of the securities of an issuer to the securitv holders of another

person in connection with a merger. consolidation. exchange of securides. sale of assets. or other reorganization ©

which the issuer. or its parent or subsidiarv. and the other person. or iis parent or subsidiarv, are parties, if:

(1) the securities to be distributed are registered under the securties act of 1933 before the consummation of

the transaction: or

(2) the securities to be distrnibuted are not reguired to be registered under the securides act of 1933, wrilten
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notice of the transaction and a coov of the maternais. if anv, bv which aporoval of the transacuon will be solicited is

given (o the commissioner at least 10 davs before the consummation of the transactioa and the commissioner does

not disallow, bv order. the exemouon with the next 10 davs.

(1) The offer or sale of securities by an issuer that is a corporation. limited partnership or limited lability
company formed under the laws of the state of Kansas, if: (1) The aggregate number of sales by the issuer in the
twelve-month period ending on the date of the sale does not exceed 20 sales, except that undi July 1, 1993, aggregate
number of sales by a limited liability company shall not excesd 35; (2) the seller believes that the purchaser is
purchasing for investment; (3) no commission nor other remuneration is paid or given. directly or indirecty, for
soliciting the purchaser; and (4) neither the issuer nor any person acting on its behalf shall otfer or sell the secuniues
by any form of general solicimton or general advertising, inciuding, but not limited to. the following: (A) Any
adverusement, articie. notice or other communicaton published in any newspaper, magazine or sumilar media or
broadcast over television or radio or (B) any seminar or meetng whose attendees have been invited by any general
solicitanon or general adverusing.

[n calcuiatng the number of sales in 2 twelve-month period. sales made in violation of X.3.A. 17-1253. and
amendments thereto, and sales exemot {rom regisuation under subsecuon (a) or 1) shall be wken into account. For
purposes of the exempuon in this subsection. a husband and wile shall be considered as one purchaser. A
corperation. partnership, associaticn. joint-stcek company., trust or other unincorperated organization shail be
considered as one purchaser unless it was organized for the purpose of acguiring the purchased securities. [n such case
each beneficial owner of equity interest or equITy securities in the enucy shall be consicersd a separate purchaser. The
commissioner may withdraw this exemption or impose conditions upon its use.

(m) Any transaction pursuant {o rules and regulations adopted by the commissioner lor limited offerings
which was adopted for the purpose of {urthering the objectives of compatibility with federal exemptions and
uniformity among the states.

(n) Any transaction pursuant to rules and regulations adopted by the commissioner concerning the offer or
sale of an oll, gas or mining lease, fee or utle if the commissioner {inds that registration is not necessarv or
appropnate for the protection of investors.

(0) Any offer or sale by an investment company, as defined by K.S.A. 16-630, and amendments therew. of

s investment certificates.

(p) The offer or sale of a secunty, issued by Kansas Venture Capital, Inc.. or its successors.
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HOUSE BILL NO.

By Committee on Financial Institutions and Insurance

AN ACT concerning banks and banking; prohibiting de novo
interstate branches; merger transactions involving
out-of-state banks; repealing K.S.A. 9-813 and K.S.A. 1995

Supp. 9-540.

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

Section 1. No out-of-state bank shall establish and nothing
in this act shall be construed as permitting any de novo branch
in Kansas by an out-of-state bank pursuant to §103 of the
Riegle-Neal interstate banking and branching efficiency act of
1994, Public Law No. 103-328.

Sec. 2. This act shall only permit interstate branching by
merger as provided in § 102 of the Riegle-Neal interstate banking
and branching efficiency act of 1994, Public Law No. 103-328 (12
U.S.C. §1831lu(a)(3)).

Sec. 3. (a) Pursuant to §1009 of the Riegle-Neal act, an
out-of-state bank which establishes and maintains one or more
branches in Kansas 1is prohibited from using such branches
primarily for the purpose of deposit production and must
reasonably help to meet the credit needs of the communities in
which the branches serve;

(b) if the appropriate federal banking agency (as defined in
section 3 of the federal deposit insurance act) for the
out-of-state bank determines that the bank's level of lending in
Kansas relative to the deposits from Kansas is less than half the
average of total loans in Kansas relative to total deposits from
Kansas for all banks the home state of which is Kansas, then:

(1) The appropriate federal banking agency for the
out-of-state bank shall review the loan portfolio of the bank and
determine whether the bank 1is reasonably helping to meet the

credit needs of the communities served by the bank in Kansas; and
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(2) 1if the agency determines that the out-of-state bank is
not feasonably helping to meet those needs:

(A) The agency may order that an interstate branch or
branches of such bank in Kansas be closed unless the bank
provides reasonable assurances to the satisfaction of the
appropriate federal banking agency that the bank has an
acceptable plan that will reasonably help to meet the credit
needs of the communities served by the bank in Kansas; and

(B) the out-of-state bank may not open a new interstate
branch in Kansas unless the bank provides reasonable assurances
to the satisfaction of the appropriate federal banking agency
that the bank will reasonably help to meet the credit needs of
the community that the new branch will serve.

(c) In making a determination under subsection (b)(1l), the
appropriate federal banking agency shall consider:

(1) Whether the interstate branch or branches of the
out-of~-state bank were formerly part of a failed or failing
depository institution;

(2) whether the interstate branch was acquired under
circumstances where there was a low loan-to-deposit ratio because
of the nature of the acquired institution's business or 1loan
portfolio;

(3) whether the interstate branch or branches of the
out-of-state bank have a higher concentration of commercial or
credit card lending, trust services or other specialized
activities;

(4) the ratings received by the out-of-state bank under the
community reinvestment act of 1977;

(5) economic conditions, including the level of loan demand,
within the communities served by the interstate branch or
branches of the out-of-state bank; and

(6) the safe and sound operation and condition of the
out-of-state bank.

Sec. 4. Each out-of-state bank which maintains one or more

branches within Kansas shall have prepared by the appropriate
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federal financial supervisory agency a separate written community
reinvestment act evaluation of the institution's record of
performance within Kansas, and a separate evaluation of the
institution's record of performance within Kansas separately for
each metropolitan area (as defined in § 1010 of the Riegle-Neal
act) in which the institution maintains one or more branch
offices and a separate report for the remainder of the
nonmetropolitan area of the state if the institution maintains
one or more domestic branch offices in such non-metropolitan
area.

Sec. 5. As used in this act:

(a) "Bank" has the meaning set forth in 12 U.S.C. §1813(h);
provided that the term "bank" does not include any "foreign bank"
as defined in 12 U.S.C. §3101(7), except that such term shall
include any foreign bank organized under the laws of a territory
of the United States, Puerto Rico, Guam, American Samoa or the
Virgin Islands, the deposits of which are insured by the federal
deposit insurance corporation.

(b) "Bank holding company" has the meaning set forth in 12
U.S.C. §1841(a)(1l).

(c) "Bank supervisory agency" means:

(1) Any agency of another state with primary responsibility
for chartering and supervising banks; and

(2) the office of the comptroller of the currency, the
federal deposit insurance corporation, the board of governors of
the federal reserve system, and any successor to these agencies.

(d) "Branch" has the meaning set forth in K.S.A. 9-1111 and
amendments thereto.

(e) "Commissioner" means the state bank commissioner
provided for by K.S.A. 75-1304 and amendments thereto.

(f£) "Control" shall be construed consistently with the
provisions of 12 U.S.C. §1841l(a)(2).

(g) "Home state" means:

(1) With respect to a state bank, the state by which the

bank is chartered; and
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(2) with respect to a national bank, the state in which the
main office of the bank is located.

(h) "Home state regqulator" means, with respect to an
out-of-state state bank, the bank supervisory agency of the state
in which such bank is chartered.

(i) "Host state" means a state, other than the home state of
a bank, in which the bank maintains, or seeks to establish and
maintain a branch.

(j) "Interstate merger transaction" means:

(1) The merger or consolidation of banks with different home
states, and the conversion of branches of any bank involved in
the merger or consolidation into branches of the resulting bank;
or

(2) the purchase of all or substantially all of the assets
(including all or substantially all of the branches) of a bank
whose home state is different from the home state of the
acquiring bank.

(k) "Out-of-state bank" means a bank whose home state is a
state other than Kansas.

(1) "Out-of-state state bank" means a bank chartered under
the laws of any state other than Kansas.

(m) "Resulting bank" means a bank that has resulted from an
interstate merger transaction under this act.

(n) "State" means any state of the United States, the
District of Columbia, any territory of the United States, Puerto
Rico, Guam, American Samoa, the trust territory of the Pacific
Islands, the Virgin Islands and the Northern Mariana Islands.

(o) "Kansas bank" means a bank whose home state is Kansas.

(p) "Kansas state bank" means a bank chartered under the
laws of Kansas.

Sec. 6. With the prior approval of the commissioner, a
Kansas state bank may establish, maintain and operate one or more
branches in a state other than Kansas pursuant to an interstate
merger transaction in which the Kansas state bank 1is the

resulting bank. Not later than the date on which the required
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application for the interstate merger transaction is filed with
the responsible federal bank supervisory agency, the applicant
Kansas state bank shall file an application on a form prescribed
by the commissioner and pay the fee prescribed by subsection (f)
of section 10, K.S.A. 9-532 and 9-1724 and amendments thereto.
The applicant shall also comply with the applicable provisions of
K.S.A. 17-6003 and amendments thereto. If the commissioner finds
that (a) the proposed transaction will not be detrimental to the
safety and soundness of the applicant or the resulting bank, (b)
any new officers and directors of the resulting bank are
qualified by character, experience and financial responsibility
to direct and manage the resulting bank, and (c¢) the proposed
merger is consistent with the convenience and needs of the
communities to be served by the resulting bank in this state and
is otherwise in the public interest, the commissioner shall
approve the interstate merger transaction and the operation of
branches outside of Kansas by the Kansas state bank. Such an
interstate merger transaction may be consummated only after the
applicant has received the commissioner's written approval.

Sec. 7. (a) One or more Kansas banks may enter into an
interstate merger transaction with one or more out-of-state banks
under this act, and an out-of-state bank resulting from such
transaction may maintain and operate the branches in Kansas of a
Kansas bank that participated in such transaction, provided that
the conditions and filing requirements of this act are met.

(b) The provisions of K.S.A. 9-541 and amendments thereto
shall apply to transactions under this act.

Sec. 8. Any out-of-state bank that will be the resulting
bank pursuant to an interstate merger transaction involving a
Kansas state bank shall notify the commissioner of the proposed
merger not later than the date on which it files an application
for an interstate merger transaction with the responsible federal
bank supervisory agency, and shall submit a copy of that
application to the commissioner and pay the filing fee, if any,

required by the commissioner. Any Kansas state bank which is a
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party to such interstate merger transaction shall comply with
K.S.A. 17-6003 and amendments thereto and with other applicable
state and federal laws. Any out-of-state bank which shall be the
resulting bank in such an interstate merger transaction shall
provide satisfactory evidence to the commissioner of compliance
with applicable requirements of the 1laws of the out-of-state
bank.

Sec. 9. An interstate merger transaction prior to June 1,
1997, involving a Kansas bank shall not be consummated, and any
out-of-state bank resulting from such a merger shall not operate
any branch in Kansas, unless the commissioner first: (a) Finds
that the 1laws of the home state of each out-of-state bank
involved in the interstate merger transaction permits Kansas
state banks, under substantially the same terms and conditions as
provided in this act, to acquire banks and establish and maintain
branches in that state by means of interstate merger
transactions; (b) concludes that the resulting out-of-state bank
has complied with all applicable requirements of Kansas law and
has agreed, in writing, to comply with the 1laws of this state
applicable to its operation of branches in Kansas; and (c)
certifies to the federal bank supervisory agency having authority
to approve the interstate merger transaction that the conditions
and requirements of this act have been met.

Sec. 10. (a) An out-of-state state bank which establishes
and maintains one or more branches in Kansas under this act may
conduct any activities at such branch or branches that are
authorized under the laws of this state for Kansas state banks.

(b) A Kansas state bank may conduct any activities at any
branch outside Kansas that are permissible for a bank chartered
by the host state where the branch is located.

(c) An out-of-state bank that has established a branch in
Kansas under this act may establish additional branches in Kansas
to the same extent that any Kansas bank may establish or acquire
a branch in Kansas under applicable federal and state law.

Sec. 11. (a) To the extent consistent with subsection (c),
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the commissioner may make such examinations of any branch
established and maintained in this state pursuant to this act by
an out-of-state state bank as the commissioner deems necessary to
determine whether the branch is being operated in compliance with
the laws of this state and in accordance with safe and sound
banking practices. The provisions of K.S.A. 9-1801 et seq. and
amendments thereto shall apply to such examinations.

(b) The commissioner may prescribe requirements for periodic
reports regarding any out-of-state bank that operates a branch in
Kansas pursuant to this act. The required reports shall be
provided by such bank. Any reporting requirements prescribed by
the commissioner wunder this subsection (b) shall be: (1)
Consistent with the reporting requirements applicable to Kansas
state banks; and (2) appropriate for the purpose of enabling the
commissioner to carry out the commissioner's responsibilities
under this act.

(c) The commissioner may enter into cooperative,
coordinating and information-sharing agreements with any other
bank supervisory agencies or any organization affiliated with or
representing one or more bank supervisory agencies with respect
to the periodic examination or other supervision of any branch in
Kansas of an out-of-state state bank, or any branch of a Kansas
state bank in any host state, and the commissioner may accept
such parties' reports of examination and reports of investigation
in lieu of conducting the commissioner's own examinations or
investigations.

(d) The commissioner may enter into contracts with any bank
supervisory agency that has concurrent jurisdiction over a Kansas
state bank or an out-of-state state bank operating a branch in
this state pursuant to this act to engage the services of such
agency's examiners at a reasonable rate of compensation, or to
provide the services of the commissioner's examiners to such
agency at a reasonable rate of compensation. Any such contract
shall be deemed a sole source contract.

(e) The commissioner may enter into joint examinations or
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joint-enforcement actions with other bank supervisory agencies
having concurrent Jjurisdiction over any branch in Kansas of an
out-of-state state bank or any branch of a Kansas state bank in
any host state; provided that the commissioner may at any time
take such actions independently if the commissioner deems such
actions to be necessary or appropriate to carry out the
commissioner's responsibilities under this act or to ensure
compliance with the 1laws of this state. In the case of an
out-of-state state bank, the commissioner shall recognize the
exclusive authority of the home state regulator over corporate
governance matters and the primary responsibility of the home
state regulator with respect to safety and soundness matters.

(£) Each out-of-state state bank that maintains one or more
branches in this state may be assessed and, if assessed, shall
pay supervisory and examination fees in accordance with the laws
of this state and rules and regulations of the commissioner.
Such fees may be shared with other bank supervisory agencies or
any organization affiliated with or representing one or more
bank supervisory agencies in accordance with agreements between
such parties and the commissioner.

Sec. 12. If the commissioner determines that a branch
maintained by an out-of-state state bank in this state is being
operated in violation of any provision of the laws of this state,
or that such branch is being operated in an unsafe and unsound
manner, the commissioner shall have the authority to take all
such enforcement actions as the commissioner would be empowered
to take if the branch were a Kansas state bank. The commissioner
shall promptly give notice to the home state regulator of each
enforcement action taken against an out-of-state state bank and,
to the extent practicable, shall consult and cooperate with the
home state regulator in pursuing and resolving such enforcement
action.

Sec. 13. The commissioner may adopt rules and regulations as
deemed necessary or appropriate in order to implement the

provisions of this act.
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Sec. 1l4. Each out-of-state state bank that has established
and maintains a branch in this state pursuant to this act, or the
home state regulator of such bank, shall give at least 30 days'
prior written notice (or, in the case of an emergency
transaction, such shorter notice as is consistent with applicable
state or federal 1law) to the commissioner of any merger,
consolidation or other transaction that would cause a change of
control with respect to such bank or any bank holding company
that controls such bank, with the result that an application
would be required to be filed pursuant to the federal Change in
Bank Control Act of 1978, as amended, 12 U.S.C. §1817(j), or the
federal Bank Holding Company Act of 1956, as amended, 12 U.S.C.
§1841 et seqg. or any successor statutes thereto.

Sec. 15. 1If any provision of this act or the application of
such provision is found by any court of competent jurisdiction in
the United States to be 1invalid as to any bank, bank holding
company, foreign bank, or other person or circumstances, or to be
superseded by federal law, the remaining provisions hereof shall
not be affected and shall continue to apply to any bank, bank
holding company, foreign bank or other person or circumstance.

Sec. 16. K.S.A. 9-813 and K.S.A. 1995 Supp. 9-540 are hereby
repealed.

Sec. 17. This act shall take effect and be in force from and

after its publication in the statute book.
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Mr. Chairman and Members of the Committee:

| am Judi Stork, Deputy Commissioner, and | am here today on behalf of Commissioner Male and the Office
of the State Bank Commissioner to testify for two House Bills. Commissioner Male asked that | relay to'you
his regrets that his is unable to attend, but he is meeting with the department’s field staff in Hays and Salina
today.

The first bill, House Bill 2628, amends K.S.A. 9-1703, a statute that governs examination and assessment
of state chartered banks and trust companies. In 1993, legislation was passed which allowed banks or trust
companies, which have no fiduciary assets, to request the bank commissioner grant them inactive status.
By receiving inactive status, their annual assessment goes from $1,000 minimum to $100. We currently
have 13 departments that have inactive status. We are requesting the addition of language in this statute
that requires the trust department or trust company to obtain written approval from the commissioner prior
to re-engaging in the trust business. This provision is to ensure that adequate policies and procedures, as
well as knowledgeable staff, are in place before fiduciary activities resume. No fee will be assessed to the
bank or trust company in connection with the approval process for reactivation.

House Bill 2631 amends three statutes, K.S.A. 9-1108, K.S.A. 9-1110, and K.S.A 9-1 604. The amendment
to all three of these statutes is for the same purpose. These statutes grant the power for banks to liquidate,
merge, consolidate or sell certain assets of the bank or of the bank’s trust department. Currently, all three
of these statutes require that 2/3 of the outstanding voting stock be voted in favor of the action before the
bank can exercise one of the above powers.

In contrast, the current language of K.S.A. 9-1724, the statute which describes the method/procedure a bank
must follow if they are going to merge, consolidate, or sell assets or liabilities, requires only that a majority
of the outstanding voting stock be voted in favor of action. Additionally, a majority vote is all that is required
of other corporations under the General Corporations Code. Of all the statutes noted above, 9-1724 is the
most recently enacted and constitutes the most recent expression by the legislature of the amount of stock
required to be voted in favor of an action by a bank to effectuate a merger, consolidation, or purchase and
assumption of assets and liabilities. Therefore, our Office has interpreted it as the controlling statute. We
are asking that K.S.A. 9-1108, 9-1110, and 9-1604 be amended to require a maijority, rather than a 2/3 vote
of the outstanding stock. This change will eliminate the discrepancy that currently exists between these
statutes and the requirements found in K.S.A. 9-1724, as well as provide consistency with the provisions
of The-Gerreral Corporationis Code on the same subject.
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We ask for your favorable consideration of these bills. W(”/[%‘Vm"f =
/-1 7-F&




