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MINUTES OF THE SENATE COMMITTEE ON FINANCIAL INSTITUTIONS AND INSURANCE .

The meeting was called to order by Chairperson Senator Don Steffes at 9:00 a.m. on February 23, 1999
in Room 529 S of the Capitol.

All members were present except:  Senator Rich Becker, Excused

Committee staff present: Dr. Bill Wolff, Research
Ken Wilke, Office of Revisor
Nikki Feuerborn, Committee Secretary

Conferees appearing before the committee: Bill Sneed, Reinsurance Associations of America
Pat Morris, Kansas Association of Insurance Agents
Judi Stork, Office of State Bank Commissioner
George Barbee, KAFS
David Brant, Securities Commissioner and Acting Consumer
Credit Commissioner
Chuck Stones, Kansas Bankers Association
Allan Steppat, Community Bankers Association
Linda DeCoursey, Kansas Insurance Department

Others attending: See Attached

Chairman Steffes announced the request from Commissioner David Brant to have SB 301 "blessed" due to
the number of amendments which must be reviewed prior to final action by the Committee. Also, SB 160
will be included in the request for "blessing."

Action on SB 48 - Reinsurance
Amendments addressing the issues of modernization of language, handling of claims, and cancellation clauses
were submitted by Bill Sneed representing the Reinsurance Associations of America (Attachment 1).

Senator Biggs moved that the amendments be adopted as presented. Seconded by Senator Pracger. Motion
carried. Senator Biges then moved that the bill be reported favorably as amended. Motion was seconded by

Senator Praeger. Motion carried.

Action on SB 121 - File and use

Pat Morris, representing the Kansas Association of Insurance Agents, presented amendments which met the
approval of the Kansas Insurance Department (Attachment 2) The Department agreed to conduct a study and
report to the Kansas Legislature on the laws of other states governing rate filings and policy or contract forms
for personal and commercial risks, including large commercial risks, prior to the 2000 session.  Also
included were definitions of "personal lines" and "large risks."

Senator Feleciano moved for the adoption of the amendments as presented. Motion was seconded by Senator
Praeger. Motion carried. Senator Feleciano then moved that the bill be reported favorably as amended.
Senator Brownlee seconded the motion. Motion carried.

Action on SB 240 - Bank commissioner, duties and qualifications

Senator Clark presented amendments which would disallow the bank commissioner to serve as an officer,
director, employee or consultant of any state or national bank or bank holding company or any other entity
regulated by the commissioner (Attachment 3). Owning bank stock or being a shareholder of a Kansas bank
would not be considered as a conflict of interest

Senator Brownlee moved for adoption of the amendments and requested that "voting director" be added to
the list of positions a bank commissioner could not hold simultaneously with that of the regulator. Motion
was seconded by Senator Biggs. Motion carried.

The Committee discussed the suggestions from Kansas Bankers Association that the position be limited to
Kansas bankers and regulators not be considered unless they had actual management level banking experience
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Senator Feleciano moved that the bill be reported favorably as amended. Motion was seconded by Senator
Praeger. Motion carried.

Action on SB 260 - State banking board, transfer of certain powers to the state bank commissioner
Amendments were presented by Revisor Wilke which were technical and made language agreements between

the three banking bills (Attachment 4). The banking board would retain the powers of granting charters, and
approving branches and new locations. The legislation would become effective upon publication in the
Kansas Register.

Qenator Feleciano moved that the amendments be adopted as presented. Motion was seconded by Senator
Praceer and motion carried. Senator Feleciano then moved that the bill be reported favorably as amended.
Motion was seconded by Senator Brownlee. Motion carried.

Action on SB 271 - State consumer credit commissioners; transfer of powers and duties to state bank
commissioner

The proposed duties of the deputy consumer credit commissioner were discussed at length regarding the
administration of the UCCC. Subjects discussed by the Committee were:

. The perception and/or propriety of the bank commissioner being the administrator and signing the
licenses of mortgage brokers (competitors).

° Should the Governor appoint the deputy commissioners as well as the bank commissioner?

o Are there any state agencies for which the Governor appoints the deputy other than the Property
Valuation Department?

J Should the duties of the deputy commissioner of consumer credit be delineated statutorily?

Regarding the deputy commissioner of consumer credit being assigned as the administrator of the UCCC,
both KBA and CBA took no position; Judi Stork of the OSBC said functionally it would work best to have
the administration of the UCCC be assigned to the deputy commissioner; George Barbee of the Kansas
Association of Financial Services, and Commissioner Brant were in favor of the responsibility for
administration of the UCCC rest with the deputy commissioner of consumer credit.

Senator Biges moved that the bill be conceptually amended to reflect the designation of administrator of the
UCCC be the deputy commissioner of consumer credit and to adopt the balloon amendment prepared by the
Revisor (Attachment 5). Motion was seconded by Senator Clark. Motion carried.

Senator Praeger moved for the adoption of the balloon amendment regarding the reduction to one fee fund
with technical changes. and have the legislation become effective upon publishing in the Kansas Register
(Attachment 6), and report the bill favorably as amended. Motion was seconded by Senator Clark. Motion
carried.

Senator Clark moved that substitute bills be prepared for SB 260 and SB 271. Motion was seconded by
Senator Brownlee. Motion carried.

The meeting was adjourned at 10:00 a.m. and the next meeting will be held in Room 519 South at 12:30 p.m.
on February 24, 1999.

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 editing or corrections. Page 2
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that the trust shall not expire prior to the next following December 31.

(C) The credit authorized under subsection (b){3) shall not be al-
lowed unless the assuming group or insurer agrees in the reinsurance
agreements:

(i) That in the event of the failure of the assuming group or insurer
to perform its obligations under the terms of the reinsurance agreement,
the assuming group or insurer, at the request of the ceding insurer, shall
submit to the jurisdiction of any court of competent jurisdiction in any
state of the United States, will comply with all requirements necessary to
give such court jurisdiction, and will abide by the final decision of such
court or of any appellate court in the event of an appeal; and

(ii) to designate the commissioner or a designated attorney as its true
and lawful attorney upon whom may be served any Jawful process in any
action, suit or proceeding instituted by or on behalf of the ceding
company.

(iii) This provision is not intended to conflict with or override the
obligation of the parties to a reinsurance agreement to arbitrate their
disputes, if such an obligation to do so is created in the agreement.

(D) A “qualified United States financial institution” means, for pur-
poses of those provisions of this law specifying those institutions that are
eligible to act as a fiduciary of a trust, an institution that:

(i) Is organized, or (in the case of a U.S. branch or agency office of
a foreign banking organization) licensed, under the laws of the United
States or any state thereof and has been granted authority to operate with
fiduciary powers; and

(ii) is regulated, supervised and examined by federal or state author-
ities having regulatory authority over banks and trust companies.

The foregoing provisions of paragraphs (1), (2) and (3) of subsection
(b) shall not apply to a domestic title insurance company subject to the
provisions of K.S.A. 40-1107a and amendments thereto.

(c) Any reinsurence eeded by a eempany No credit shall be allowed,
as an admitted asset or deduction from liability, to any ceding insurer
organized under the laws of this state er eeded by eny eempany net or-
genized under the laws of this state and transacting business in this state
must; pursuant to express provisions eontained in the reinsuranee agree-
Eheeediﬂgeempﬂﬂyuﬂderﬂaeeeﬂkmetefeen&eetsfeimufedforrein—
surance, unless the reinsurance contract provides, in substance, that in
the event of the insolvency of the ceding insurer, the reinsurance shall be
payable under a contract reinsured by the assuming insurer on the basis
of reported claims allowed in the liquidation proceedings,[subject to court
approvgl, without diminution because of the insolvency of the ceding

compan any sueh reinsuranee agreement which may be eanceled on

]

approved by the liquidation court.

Senate Financial Institutions & Insurance
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a run-off of the reinsurance in foree at the date of eancellation: Such]
payments shall be made directly to the ceding insurer or to its domiciliary

bO/

» Any reinsurance agreement?&ntered into with a C%
domestic insurerwhich may’canceled on less than :

90 days'notice, and which cancellation would
constitute a material cancellation as defined by
K.S.A. 40-2,152 and amendments thereto,must provide

—

liquidator except: (1) Where thelcontract or other written agreemen fspe-

cifically provides another payee of such reinsurance in the event of the
insolvency of the ceding insurer; or (2) where the assuming insurer, with
the consent of the direct insured, has assumed such policy obligations of
the ceding insurer as direct obligations of the assuming insurer to the
payees under such policies and in substitution for the obligations of the
ceding insurer to such payees.

(d) [Tha{fomiciliary liguidator of an insolvent ceding insurer shall give
written notice to the assuming insurer of the pendency of a claim against
such ceding insurer on the contract reinsured within a reasonable time
after such claim is filed in the liquidation proceeding. During the pen-
dency of such claim, any assuming insurer may investigate such claim
and interpose, at its own expense, in the proceeding where such claim is
to be adjudicated any defenses which it deems available to the ceding
insurer, or its liquidator. Such expense may be filed as a claim against the
insolvent ceding insurer to the extent of a proportionate share of the ben-
efit which may accrue to the ceding insurer solely as a result of the defense
undertaken by the assuming insurer. Where two or more assuming in-
surers are involved in the same claim and a majority in interest elect to
interpose a defense to such claim, the expense shall be apportioned in
accordance with the terms of the reinsurance agreement as though such
expense had been incurred by the ceding insurer.

Sec. 2. K.S.A. 40-3634 is hereby amended to read as follows: 40-
3634. Except as provided in K.S.A. 40-3602 and amendments thereto,
redueed as & result of the delinqueney proeeedings; regardless of any
provision in the reinsurance contract or other agreement- Payment made
direetly to an insured or other ereditor shall not diminish the reinsurer’s
obligation te the insurer’s estate exeept when the reinsurance eontraet
provided for direet eoverage of a named insured and the payment was
mede in diseharge of sueh obligation- in the event of the insolvency of the
ceding insurer, the reinsurance shall be payable under a contract rein-
sured by the assuming insurer on the basis of reported claims allowed in
the liquidation proceedings, subject to court approval, without diminution
because of the insolvency of the ceding insurer. Such payments shall be
made directly to the ceding insurer or to its domiciliary liquidator except:
(a) Where the E:ontracf or other written agreemerﬂ’gpeczﬁcally provides

in the reinsurance agreement,in substance, for a
run-off of the reinsurance in force at the date of
cancellation, unless the agreement is canceled for
non-payment of premium or fraud in the inducement.

. Reinsurance

reinsurance contract or policy: reinsured

The reinsurance agreement may provide that the

bt

e —

‘nother payee of such reinsurance in the event of the insolvency of the
eding insurer; or (b) where the assuming insurer, with the consent ofﬂre
direct insured, has assumed such policy obligations of the ceding insurer

reinsurance contract or policy reinsured

S
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SENATE BILL No. 121
By C iltee an Fl'ﬂﬂﬂcjﬂl Institutions ﬂ]‘ld Insurance™

1-25

AN ACT relsting to insurance; conoeming rate ﬁhng!ammdmgKZ.SA
40216 and K.S.A. 1098 Supp. 40-95 and repealing the existing
sections. :

Be it enacted by the Legislature ;
Section 1. K.S.A. 40-216 is hereby amended to read as follows: 40-

216. (a)NoimEanmmmpanyshaﬂhmfmmnmdbuﬁnmmthm
state until certified copies of its charter and amendments thereto shall
hambemﬁledwithandappmvedbytimwmmjssiumrufmA
cnpyofthebﬁawsandamendmentsthueﬁ)tii:muancewmmmmm-
gmiﬂadmdﬁmem&thissmteshzﬂabnbeﬁjmi“ithandw

the commissioner dmm.mwmmm@mw
lbcﬁ]ingofm:hoihﬁdoauilentsmdpapa!asamnewswymdctm—-
minecomgﬁmwﬂhlhehwsa{thismhe.Nocmhmt-ofmmmeor
mdeumﬂyshanbeismedmdeliveredinthismmmmef?mafdm

wherein!hzfmmofmchoonﬁactdoﬁmloomﬁywﬂhthzreqﬂjmmm
ofthehwsdtbkshke;bmmefaﬂmofmymmmm
oomplywithdﬁssectimshaﬂnothﬁHMadefenseb.omyam{:n
brmghtmﬂsmnm.Aninsumrmaysa&sﬁritsobligaMnmﬁl‘e-dx
conmdsnfinmmnceormdemnityeitba'mdividuaﬂymbymﬂmrmg
ﬂwmnmissiunertuameptunilsbdmﬂtheﬁlmgsmadebya‘

deefmhmlesmﬂregu]nﬁmnuhemsheﬂwmmmaj
i i fling forms of coatracts of insurance or

_ Note: Delete subsections (b) and (c). Insert new subsection (b) as follows:

() Prior to the 2000 legislative session, the Kansas nsurance

i |Department shall condusct a study and report to the Kansas Legislature on
lihe laws of aiher states governing rate filings and policy or contract forms

. {6or personal and commercial, including larpe cominercial, risks. The study

{ehall also identify recent trends in regulation and the potential impact on

: lconsumers, camiers and agents.

L

Senate Financial Institutions & Insurance
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at has total insured property values of ¢
annneal gross revenues of §10,00448%8 3
3 gl year a fotal paidy
rance, $25,000 or more forp

more for multiple lines policies §

O ire . A Al (] Wrefo o
Sec. 2 K.S.A. 1998 Supp. 40-955 is hereby amended to read as fol-
lows: 40-955. (a) Every insurer shall file with the commissioner, except
as to inland marine risks where general custom of the industry is not to
use manual rates or rating plans, every manual of classifications, rules and
rates, every rating plan, policy form and every modification of any of the
foregoing which it proposes to use. Every such filing shall indicate the
propased effective date and the character and extent of the coverage
contemplated and shall be accompanied by the foformation upon which
the msurer supparts the filings. A fling and any supporting inforration
shall be open to public inspection after it is filed with the commissioner.
An insurer may satisfy its obligations to make such filings by authorizing
the commissioner to accept on its behalf the filings made by a licensed
rating organization or another insurer. Nothing contained in this act shall
be construed to require any ipsurer to become a member or subscriber

of any rating organization.

{b) Any rate ﬁlingforpeﬂeaﬂlﬁnes;mmﬂbm&nmsmeﬂm

the basic coverage required by K.5.A. 40-3401 et seq. and amendments

thereto and, lass costs filings for workers compensation, and rates for
assigned risk plans established by article 21 of chapter 40 of the Kansas
Statutes Annotated or rules and regulations established by the commis-
sioner shall require approval by the commissioner before its use by the
insurer in this state. Policy forms shall require approval by the commis-
sioner before use by insurers in this state, cansistent with the require-
ments of K.S.A. 40-216 and amendments thereto. As oon s reasonably
possible after such filing has been made, the commissioner shall in writing
approve or disapprove the same, except that any filing shall be deeme

approved unless di roved within 30

73 GWREYS S

(o) Any ing, except personal lines flings, shall be on ble
farnw&iﬁagpeéedaf%daywhefmeitbee&mmeﬁmﬁm:&eeptﬁw
inland mesine retes whieb shall be becoma effective on filing or any pro-

ays of receipt of the filips llﬂ-‘

Note: The definition of personal lines contained in fines 36-40 is deleted
in subsection (b) and reinserted in subsection (c) oa page 3.
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spective dale selected by the insurer, subject 10 the commissioner disap-
proving the same if the rates are determined to be inadequsate, EXCESSIVE,
unfairly discrimmatory or otherwise fails to meet the requirements of ghis
act. Mmﬂp}*ﬁ-ﬂ&ﬂ-&%ﬂﬁu icat 3 Fé 3 Fzalian;

Horize-a Ato-be sme-offective-batore-the-6
piration-ofthe-waiting peciod. Personal lines rate filings shall be on file
fora wailing period of 30 days before becoming effective, subject la the
commissioner disapproving the same if the rales are determined to be
inadequate, excessive, unfairly discriminatary or otherwise jail to nreel

requirements of this act[A filing complies with this act unless it is dis-
approved by the commissioner within the waiting period or pursuant to
subsection (e)-
(d) WWMW&W&M@&H
he-date-of filing.

{e) In reviewing any rate filing the commissioner may require the -
surer or rating organizatian to provide, at the insurer'’s or rating organi-
Zation's expense, all information necessary to evaluate the reasonableness
of the filing, to include payment of the cost of an actuary selected by the
commissioner to review my rate fling, if the department of insurance
does not have a staff acthary in its employ.

€ (e) If a filing is not accompanied by the information required by
ths act, the commissioner shall promptly inform the company of ofgas-
ization making the filing. The filing shall be deemed to be complete when
the required information is received by the commissioner ar the company
or organization certifies to the commissioner the information requested
is not maintained by the company or organization and cannot be obtained.
| hin-the-wailing-period-provided-in-subsechior ), the commissioner
finds a filing does not meet the requirements of this act, the commissioner
shall send to the insurer or rating organization that made the filing, writ-
ten notice of disapproval of the filing, specifying in what respects the
filing fails to comply and stating the filing shall not become effective. If
at any time after-the smiration-ofany-waitinoperied afler a filing becormes
effective, the commissioner finds a filing does not comply with this act,
the commissioner shall after a hearing held on not kess than tea /0 days"
written notice to every'Insurer and rating organization that made the filing
issue an order specifying in what respects the filing failed to comply with
the act, and stating when, within a reasonable period thereafier, the filing
shall be no longer effective. Copies of the order shall be sent to such
insurer or rating organization. The order shall not affect any contract or
policy made or issued prior to the expiration of the period set forth in
the order.

In the event an insurer of organization bas no legally effective rate
because of an order disapproving rates, the comatissioner shall specify an

= R a0
% BeHE

The term “personal lines” shall mean insurance for poncommercial
aumtomobile, homeowners, dwelling fire- and renters- insurance policies, as
defined by the commissioner by rules and regulations.

2-3
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37
38
39

41
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interim rate at the time the order is issued. The interim rate may be
modified by the commissioner on-his-eeher the commissioner's own mo-
tion or upon motion of an insurer or organization. The mterim rate or
any modification thereof shatl take effect prospectively in contracis of
imsurance written or renewed fifteen /5 days after the comrmissioner's
decision setting interim rates. When the rates are finally determined, the
cominissioner shall order any overcharge in the interim rates 1o be dis-
tribnted appropriately, except refimds to policyholders the commissioner
determines are de minimis may not be required.

Any person or ofganization aggrieved with respect to any filing that is
in effect may make written application to the commissioner for a hearing
thereon, provided the insurer or rating organization that made the filing
may not proceed under this subsection. The application shall specify the
grounds to be relied on by the applicant. If the commissioner findds the
application is made in good faith, that the applicant would be so aggrieved
if the applicant’s grounds are established, aud that such grounds otherwise
justify holding such a hearing, the commissioner shall, within 30 days after
receipt of the application, hold a hearing on not less than 10 days’ written
notice to the applicant and every insurer and rating organization that
made such filing.

Every rating organization receiving a notice of hearing ar copy of an
order under this section, shall promptly aotify all is members or sub-
scribers affected by the hearing or order. Notice to a rating organization
of a bearing or order shall be desmed notice to jts members o
subscribers. '

{=)(/) No insurer shall make or issuc a confract or policy except in
accordance with filings which have been filed or approved for such msurer
as provided in this act.

b)) The commissioner may adopt rules and regulations to allow
suspension or modification of the requirement of filing and approval of
rates as to any kind of insurance, subdivision or combination thereof, or
as 10 classes of risks, the rates for which cannot practicably be filed before
they are used.

(k) Except for workers compensalion and emplayer’s liability line, the
following categories of commercial lines rivks are considered specinl risks
which are exempt from the filing requirements in this section: (1) Risks

* that are wrillen on an excess or umbrella basis; (2) commercial rishs, or

portions thereof, that are rot raled according fo manuals, roling plans,

or schedules including ™ a" rates; (I) large risks as defined in KSA. 40-
216 and amendments thereto; and (4) special risks designated by the com-
missianer, including bus not limited fo risks insured under highly pro-
lected risks rating plans, commercial aviation, credit insurance, boiler and
machinery, inland marine, fidelity, swrely and guararice hond insurance

A

3) Large risks-as-defined-in- K-5-A-40-216-and-amendrments-theeeto; and

-



@00 =1 O Ul e LA =

sB 121

=
<

Note: Insert new sections (i) and (§) containing the definition for “large
risk” previously contained in Section 1. Releiter remaining sections
accordingly.

‘.c_:,(i)/ Underwriting files, premiumy loss and expense statistics, francial
and other records patdﬂng!uspmﬁ!ﬁxhuﬁﬂmbymwmmshaﬂ
be maintained by the insurer and shall be subject to examination bry the
commissioner.

Sec. 3. KS.A 40-216 and K.S.A. 1998 Supp. 40-955 are herehy
repeated.

Sec. 4. This act shall take effect and be in force from and after its
publication in the statute book.

i) Feor ases of this subsection, * risk” means: (1) An insured
that has total insured property values of $5,000,000 or more; {2) an insured
that has total anmual < revenues of $10,000,000 or mose; ¢ 3) an
insured that has in the preceding calendar year a total paid premium of
$50,000 or more for property insurance, $50,000 or more for general
liability insurance, or $100,000 or more for multiple lines policies.

(j) __The exemption for amy large risk contained in subscction (h) shall
pot apply 10 workers compensation and employer’s liability msurance,
insurance purchasin and the basic coverage required by K.S.A.

140-3401 et seq. and amendments thereto.
P e,
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Session of 1999
SENATE BILL No. 240
By Committee on F inancial Institutions and Insurance

2-5

AN ACT concerning the bank commissioner; relating to duties and qual-
ifications; amending K.S.A. 75-1304 and repealing the existing section.

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

Section 1. K.S.A. 75-1304 is hereby amended to read as follows: 75-
1304. (a) The governor shall appoint, subject to confirmation by the sen-
ate as provided in K.5.A. 75-4315b, a state bank commissioner whose
term of office shall be four years and who shall serve until a successor is

appointed and qualified. Ne persen shell be eligible for appointment as

Henee as an exceutive offieer in & state bank in this state: If a vacancy
occurs in the office of the commissioner prior to the expiration of a term,
the vacancy shall be filled for the unexpired term by appointment by the
governor.

(b) No person shall be eligible for appointment as commissioner un-
less such person has:

(1) At least five years actual experience as an executive officer in a
state or national bank; or

(2) at least five years actual experience in a management position in
a federal or state agency which regulates banks.

(¢) The commissioner shall devote the commissioner’s time and atten-
tion to the business and duties of the office on a full-time basis.

(d) While serving as bank commissioner, the commissioner shall not
be an officer, director, employee or consultant beny bank, bank holding
company, affiliate or any other entity regulated by the commissiones.

Sec. 2. K.S.A. 75-1304 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and after its
publication in the Kansas register.

(1)

(2)

any state or national bank or
bank holding company;j

eV :
any affiliate of a state ‘ﬂ%ﬂéundy

pank or bank holding company; OY

any other entity regulated by
the commissioner

Senate Financial Institutions & Insurance

Date 2//‘2 _3/4 .c]if
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Sec. 2. K.S.A. 1998 Supp. 9-539 is hereby amended to read as fol-
lows: 9-539. The commissioner shall adopt such rules and regulations as
shall be necessary to carry out the intent and purposes of K.S.A. 9-519
through 9-524, and amendments thereto, and K.S.A. 9-532 through 9-
539, and amendments thereto, which shall be known as the bank holding
company act. All rules and regulations of general application shall first be
and upen apprevel shall be filed as provided by article 4 of chapter 77 of
the Kansas Statutes Annotated.

Sec. 3. K.S.A. 9-802 is hereby amended to read as follows: 9-802.
The existence of any bank or trust company as a corporation shall date
from the filing of its articles of incorporation from which time it shall
have and may exercise the incidental powers conferred by law upon cor-
porations, except that no bank or trust company shall transact any business
except the election of officers, the taking and approving of their official
bonds, the receipts of payment upon stock subscriptions and other busi-
ness incidental to its organization, until it has secured the approval of the
board and the authorization of the eemmissioners commissioner to com-
mence business.

Sec. 4. K.S.A. Y-804 is hereby amended to read as follows: 9-804.
When the capital of any bank or trust company shall have been paid in,
the president or cashier shall transmit to the commissioner a verified
statement showing the names and addresses of all stockholders, the
amount of stock each subscribed, and the amount paid in by each. The
commissioner shall examine such bank or trust company and shall charge
the statutory examination fee and shall examine especially as to the
amount of money paid in for capital, surplus and undivided profits, by
whom paid, and the amount of capital stock owned in good faith by each
stockholder, and generally whether such bank or trust company has com-
plied with the provisions of law. If the commissioner finds from such
examination that the bank or trust company has been organized as pro-
vided by law, has complied with the provisions of law and has secured

the preliminary approval’ol the commissioner as authorized by subsection
(b) of K.S.A. 9-1801, and amendments thereto, er the appreval of the
beard; the commissioner shall issue a certificate showing that such bank
or trust company has been organized and its capital paid in as required
by law, and that it is authorized to transact a general banking or trust
business as provided by law.

Sec. 5. K.S.A. 9-812 is hereby amended to read as follows: 9-812. A
bank corporation shall not change its name until such name change has
been submitted to and approved by the state benldng beard bank
commissioner.

Sec. 6. K.S.A. 1998 Supp. 9-904 is hereby amended to read as fol-

SB260

Senate Financial Institutions & Insurance

Date 5/25

of the board or the approval
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shall be retired unless the common stock shall be increased in an amount
equal to the amount of the preferred stock retired. All preferred stock
shall be retired consistent with safety to the depositors.

Sec. 8. K.S.A. 9-912 is hereby amended to read as follows: 9-912.
Any losses sustained by a bank or trust company in excess of its undivided
profits may be charged to its surplus fund. Any bank or trust company,
after receiving approval from the commissioner, may declare a stock div-
idend from its surplus fund, but no such dividend shall reduce the surplus

fund to an amount less than 30% of the resulting total capita][and anill
bank or trust company may reduce its surplus with permission of the state
banling beard bank commissioner.

Sec. 9. K.S.A. 9-1001 is hereby amended to read as follows: 9-1001.
Each bank shall maintain reserves against its deposits in such ratios as
shall be determined from time to time by the commissioner with approval
of the beard. Such determinations by the commissioner and the board
shall not be subject to the provisions of article 4 of chapter 77 of the
Kansas Statutes Annotated, and amendments thereto.

The reserves shall be kept in cash in its vaults or in net balances with
correspondent federal reserve banks or a correspondent bank maintaining

a balance in a pass through account with a federal reserve bank. A bank -

shall be given credit against the reserve requirements determined by the
commissioner with approval of the board for any reserves held as required
by the laws or regulations of the federal government or agencies thereof.

Sec. 10. K.S.A. 1998 Supp. 9-1101 is hereby amended to read as
follows: 9-1101. Any bank hereby is authorized to exercise by its board of
directors or duly authorized officers or agents, subject to law, all such
powers, including incidental powers, as shall be necessary to carry on the
business of banking, and:

(1) To receive deposits and to pay interest thereon at rates which
need not be uniform. The state bank commissioner; with approvel ef the
state banldng beard; may by regulations of general application fix maxi-
mum rates of interest to be paid on deposit accounts other than accounts
for public moneys;

(2) to buy and sell exchange, gold, silver, foreign coin, bullion, com-
mercial paper, bills of exchange, notes and bonds;

(3) to buy and sell bonds, securities, or other evidences of indebt-
edness of the United States of America or those fully guaranteed, directly
or indirectly, by it, and general obligation bonds of the state of Kansas or
any municipality or quasi-municipality thereof, and of other states, and
of municipalities or quasi-municipalities in other states of the United
States of America. No bank shall invest an amount in excess of 15% of its
capital stock paid in and unimpaired and the unimpaired surplus fund of
such bank in bonds, securities or other evidences of indebtedness of any

)
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chase; and

(vi) except as part of a reasonable compensation or benefit plan, a
bank is not authorized to purchase life insurance as an estate management
device for the benefit of officers, directors or employees who are also
controlling shareholders of the bank. '

(b) Life insurance purchased for the sole purpose of providing de-
ferred compensation and benefit plans are subject to the following
limitations:

(i) The bank may purchase individual or group policies for the sole
purpose of providing deferred compensation agreements entered into
with its officers and employees;

(i) the bank may purchase policies on directors to fund a deferred
directors fees program;

(iii) - the board of directors must approve and document such deferred
plans including the reasonableness of the plans;

(iv) the bank is not authorized to hold the policies unless specifically
approved by the state[bemldng b'oaraino liability exists under the de-

ferred compensation plans;

(v) the cash surrender value of any life insurance policy purchased
for the sole purpose of providing deferred compensation and benefit
plans, underwritten by any one life insurance company, cannot exceed at
any time, 15% of the bank’s capital stock, surplus, undivided profits, loan
loss reserve, capital notes and debentures and reserve for contingency,
unless the bank has obtained the prior approval of the state bank com-
missioner; and

(vi) the cash surrender value of life insurance policies purchased for
the sole purpose of providing deferred compensation and benefit plans,
in the aggregate from all companies, cannot at any time exceed 25% of
the bank’s capital stock, surplus, undivided profits, loan loss reserve, cap-
ital notes and debentures and reserve for contingency, unless the bank
has obtained the prior approval of the state bank commissioner;

(25)  subject to such rules and regulations as the state bank commis-
sioner may adopt pursuant to K.S.A. 9-1713 and amendments thereto to
promote safe and sound banking practices, to act as an agent and receive
deposits, renew time deposits, close loans, service loans, and receive pay-
ments on loans and other obligations for any company which is a subsid-
jary, as defined in subsection (d) of K.S.A. 9-519 and amendments thereto
of the bank holding company which owns the bank. Nothing in this sub-
section shall authorize a bank to conduct activities as an agent which the
bank or the subsidiary would be prohibited from conducting as a principal
under any applicable federal or state law. Any bank which enters or ter-

linates any agreement pursuant to this subsection shall within 30 days
of the effective date of the agreement or termination provide written

bank commissioner
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of such audit shall be filed with the state bank commissioner. Upon re-
ceipt of the report, the bank commissioner shall examine the report and
shell ransmit the report; with eny reeommendations as to action thereon:
to the state banking beard and the state banldng beard the commissioner
shall, without delay, take such necessary action as may be indicated by
the audit report and the reeommendations of the eommissioner.
Whenever a bank shall fail to comply with the provisions of this section,
the commissioner shall notify the bank that a continuation of such failure
will result in the revocation of its authority to do business. If after receipt
of such notice the bank fails or refuses to comply, the commissioner shall
after a hearing or an opportunity for a hearing has been given to such
bank, revoke its authority to transact business in this state. Hearings shall
be conducted in accordance with the provisions of the Kansas adminis-
trative procedure act. The bank commissioner may grant a reasonable
extension of time for compliance with this section under such rules and
regulations as the 'state[ban!cing boarlmay adopt. During the period of

any such extension of time, the bank receiving the same shall give notice
to persons making deposits, and include in all advertisements made for
the purpose of securing deposits, a statement that the deposits of such
bank are uninsured. The commissioner shall give written notice of such
revocation to the president, cashier, or other managing officer of such
bank, and by publishing a copy of the order of revocation in the Kansas
register. The attorney general shall, at the request of the commissioner,
then begin action for the appointment of a receiver for such bank and to
dissolve same; and the receiver appointed shall take charge of such bank
and liquidate the affairs and business in the same manner as provided in
article 19 of chapter 9 of the Kansas Statutes Annotated, and any amend-
ments thereto.

Sec. 19. K.S.A. 1998 Supp. 9-1402 is hereby amended to read as
follows: 9-1402. (a) Before any deposit of public moneys or funds shall
be made by any municipal corporation or quasi-municipal corporation of
the state of Kansas with any bank, savings and loan association or savings
bank, such municipal or quasi-municipal corporation shall obtain security
for such deposit in one of the following manners prescribed by this
section.

(b) Such bank, savings and loan association or savings bank may give
to the municipal corporation or quasi-municipal corporation a personal
bond in double the amount which may be on deposit at any given time.

(c) Such bank, savings and loan association or savings bank may give
a corporate surety bond of some surety corporation authorized to do busi-
'ess in this state, which bond shall be in an amount equal to the public

aoneys or funds on deposit at any given time less the amount of such
public moneys or funds which is insured by the federal deposit insurance

[
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corporation or its successor and such bond shall be conditioned that such
deposit shall be paid promptly on the order of the municipal corporation
or quasi-municipal corporation making such deposits.

(d) Such bank, savings and loan association or savings bank may de-
posit, maintain, pledge, assign, and grant a security interest in, or cause
its agent, trustee, wholly-owned subsidiary or affiliate having identical
ownership to deposit, maintain, pledge, assign, and grant a security in-
terest in, for the benefit of the governing body of the municipal corpo-
ration or quasi-municipal corporation in the manner provided in this act,
securities, security entitlements, financial assets and securities accounts
owned by the depository institution directly or indirectly through its agent
or trustee holding securitics on its behalf, or owned by the depository
institutions wholly-owned subsidiary or by such affiliate, the market value
of which is equal to 100% of the total deposits at any given time, and such
securities, security entitlements, financial assets and securities accounts,
may be accepted or rejected by the governing body of the municipal
corporation or quasi-municipal corporation and shall consist of the fol-
lowing and security entitlements thereto:

(1) Direct obligations of, or obligations that are insured as to principal
and interest by, the United States of America or any agency thereof and
obligations, including but not limited to letters of eredit, and securities
of United States sponsored corporations which under federal law may be
accepted as security for public funds;

(2) bonds of any municipal corporation or quasi-municipal corpora-
tion of the state of Kansas which have been refunded in advance of their
maturity and are fully secured as to payment of principal and interest
thereon by deposit in trust, under escrow agreement with a bank, of direct
obligations of, or obligations the principal of and the interest on which
are unconditionally guaranteed by, the United States of America;

(3) bonds of the state of Kansas;

(4)  general obligation bonds of any municipal corporation or quasi-
municipal corporation of the state of Kansas,

(5) revenue bonds of any municipal corporation or quasi-municipal
corporation of the state of Kansas if approved by the state bank commis-
sionerﬁ : 5 i ;

) € 01 savinp: 0: S s 8 T

(6) temporary notes of any municipal corporation or quasi-municipal
corporation of the state of Kansas which are general obligations of the
municipal or quasi-municipal corporation issuing the same;

(7). warrants of any municipal corporation or quasi-municipal corpo-
ration of the state of Kansas the issuance of which is authorized by the
state board of tax appeals and which are payable from the proceeds of a

dedetim  ( tams 0o @vl grmar)
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(D) Astatus report on all such loans shall be provided to the investing
governmental entity by the financial institution on a quarterly basis.

(e) No such bank, savings and loan association or savings bank may
deposit and maintain for the benefit of the governing body of a municipal
or quasi-municipal corporation of the state of Kansas, any securities which
consist of:

(1) Bonds secured by revenues of a utility which has been in opera-
tion for less than three years; or

(2) bonds issued under K.S.A. 12-1740 et seq., and amendments
thereto, unless such bonds have been refunded in advance of their ma-
turity as provided in subsection (d) or such bonds are rated at least Aa by
Moody’s Investors Service or AA by Standard & Poor’s Corp.

(f!  Any expense incurred in connection with granting approval of rev-
enue bonds shall be paid by the applicant for approval.

Sec. 20. K.S.A 9-1601 is hereby amended to read as follows: 9-1601.
Any bank, upon the affirmative vote of at least twe-thirds ¥4 24 of the
voting stock, may apply to the commissioner and upon approval granted
by the commissioner and a special permit issued thereon shall be au-
thorized and empowered, subject to such conditions as the commissioner
may require, to act as agent, trustee, executor, administrator, registrar of
stocks and bonds. conservator, assignee, receiver, custodian, transfer
agent, corporate trustee, corporate agent or in any other fl(iuua:}f Apamty
in the same manner in which trust companies incorporated under the
laws of this state are permitted to act, including but not limited to the
right of succession to individuals, corporations, associations, national bank
associations or others, with or withont reappointment, in any such office
or capacities. The commissioner may approve and issue a special permit
to the bank to act in one or more of such fiduciary capacities. However,
if the governing instrument limits investment of funds to deposit in time
or savings deposits in the bank, any bank may act as trustee or custodian
of individual retirement accounts established pursuant to section 408 of
the federal internal revenue code of 3954 1986, and amendments thereto,
or trusts established pursuant to section 401 of the federal internal rev-
enue code of 4854 1986, and amendments thereto, without being issued
a special permit to act in such capacity. Any state bank having been
granted trust authority by the bank commissioner of the state of Kansas
may add “and trust company” to its corporate name as previously ap-

proved by the state banking beard bank commissioner.

Sec. 21. K.5.A. 9-1609 is hereby amended to read as follows: 9-1609.
Any state or national bank or trust company qualified to act as fiduciary
in this state may establish common trust funds for the purpose of fur-
nishing investments to itself as fiduciary, or to itself and others, as cofi-
duciaries or to another state or national bank or trust companv, as fidu-

[
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plication until it first investigates and examines such application and the
applicants.

(b) If upon the dissolution, insolvency or appointment of a receiver
of any bank, trust company, national bank association, savings and loan
association, savings bank or credit union, it is the opinion of the commis-
sioner that by reason of the loss of services in the community, an emer-
gency exists which may result in serious inconvenience or losses to the
depositors or the public interest in the community, the commissioner may
accept and approve an application for incorporation and application for
authority to do business from applicants for the organization and estab-

lishment of a successor bank or trust company; subjeet to eonfirmation
for the erganization and establishment of any sueh sneeessor bank or trust
approval.

Sec. 29. K.S.A.9-1805 is hereby amended to read as follows: 9-1805.
(a) If the beard commissioner finds in accordance with this section that
any officer or director of any bank or trust company has been dishonest,
reckless or incompetent in performing duties as such officer or director
or willfully or continuously fails to observe any legalymade order of the

commissioner er bm—er,, the beard commissioner may remove such officer

or director.

(b)  Prior to removing such officer or director, the beard commis-
sioner shall conduct a hearing in accordance with the provisions of the
Kansas administrative procedurﬂ act.

tc)  The board commissioner may recess or continue any hean’ng from
time to time. If upon the conclusion of such hearing the bewrd commis-
sioner determines that the officer or director has been dishonest, reckless
or incompetent in performing duties as such an officer or director, or has
willfully or continuously failed to comply with any legallymade order of
the commissioner er board, the board commissioner may order the offi-

cer's or director’s office forfeited and vacated. The beard commissioner
shall mail a copy of its order to the bank or trust company which such
officer or director was serving. During the time from and after any le-
gallymade order by the commissioner and upheld by the board; or order
maee by the beard, and not complied with by any officer or director the
beard commissioner may place a special deputy in the bank up to and
until the final disposition of the order by compliance or final disposition
by order of the district court.

(d) Any action of the heard commissioner pursuant to this section is
‘ubject to review in accordance with the act for judicial review and civil
:nforcement of agency actions. If on review the court upholds an order

L)

or board

or board
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nrewspaper of general eireulation in the eounty where the propesed trust
seaéee&ﬁﬁeeistebelee&teé;ﬂeﬂessthaﬂwefmefethaﬂ%dayspéef
to the date of the hearing. and an affidevit of publication shell be filed
with the eommissioner: At any sueh heering; ell interested persons shall
be allewed to present written and oral evidenee to the eommissioner in
support of or in oppesition to the applieation. Upon eompletion of a tran-
seript of the testimony given at any sueh hearing; the transeript shall be
ﬁ}edmtheeﬁﬁeee{%heeeﬁmmﬁeﬂepwfﬂ}mﬁdaysa&efthepubbe

th The commissioner may extend the period for approval or disap-
proval if the commissioner determines that any information required by
this section has not been furnished, any material information submitted
is inaccurate or additional investigation is required. The eemmissioner,
prior te Prior to expiration of the application period as provided in this
section, the commissioner shall give written notice to the applicant of the
commissioner’s intent to extend the period and such notice shall include
a specific date for expiration of the extension period. If any information
remains incomplete or inaccurate upon the expiration of the extension
period the application shall be disapproved.

& (h)  Within 15 days of the date after the commissioner’s approval
or disapproval of the application, the applicant er any individual or eor-
poration whe filed a request for and presented evidenee at the publie
hearing shall have the right to appeat in writing to the state banling board
the eommissioner’s determination; request a hearing by filing a netiee of
eppeal written request with the commissioner. The state beaedetng boared
&hﬁﬁx&dﬁefef&heaﬁﬂg:whiehhe&éngshaﬂbehek!wiﬂﬁn%days
from the date sueh notiee of appeal is filed. The beard commissioner shall
conduct the hearing in accordance with the provisions of the Kansas ad-
ministrative procedure act end render its deeision affirming or reseinding
the determination of the commissiener within 45 days after such request
is filed. Action of the beard commissioner pursuant to this section is sub-
ject to review in accordance with the act for judicial review and civil
enforcement of agency actions. Any party whieh files an appesl to the
state banking board of the eommissioner’s determination applicant who
requests a hearing shall pay to the commissioner a fee in an amount
established by rules and regulations of the commissioner, adopted pur-
suant to K.S.A. 9-1713 and amendments thereto, to defray the beard’s
commissioner’s expenses associated with the conduct of the[appeal.

&2 (i) When the commissioner determines that a trust company dom-
ciled in this state has established or is operating a trust service office in
violation of the laws governing the operation of such trust company, the

hearing
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commissioner shall give written notice to the trust company of such de-
termination. Within 15 days after receipt of such notification, the trust
company may appeal in writing to the state banking board the eommis-
sioner’s determination file a written request for a hearing. The beard
commissioner shall fix a date for hearing; whieh hearing shall be held
M&h&ﬂ%dﬂys#emﬁhed&beef&uehappeal&ﬂd&haﬂbee&&dueteémn-
duct the hearing in accordance with the provisions of the Kansas admin-
istrative procedure act within 45 days after such request is filed. At sueh
hearing the board shall hear all matters relevant to the COMPISSIOREES
mination; and the deeision of the beard shall be final and eonclusive. If
the trust company does not appeal to the state banling beard from the
eommissioners determination or if an appeal is made and the eommis-
sioner's determination is upheld by the board request a hearing, the com-
missioner may proceed as provided in K.S.A. 9-1714 and amendments
thereto, until such time as the commissioner determines the trust com-
pany is in full compliance with the laws governing the operation of a trust
service office.

Sec. 36. K.S.A. 1998 Supp. 74-3004 is hereby amended to read as
follows: 74-3004. (a) There is hereby created a state banking board which
shall be composed of nine members. Six members of the hoard shall be
bankers with not less than five years” actual banking experience in a state
bank in this state or persons with not less than five years® actual experience
in a state chartered savings and loan association in this state, or any
combination thereof and three shall represent the public interest in the
regulation, operation and control of state banks and trust companjes.E’LIl
members shall be selected from the state at !arga No nenbanker member

representing the public interest shall concurrently serve as an ofﬁcer’}( vﬁ/‘ﬂ'ﬂaﬂdﬁ‘-a—l*"

director in any state or national bank or trust company wherever located.
Ore of the nine members shall be eleeted annvally The commissioner
shall serve as chairperson of the board. The commissioner shall not be a
voting member of the board. The board shall be appointed by the gov-
emor. Persons appointed to the board shall be subject to confirmation by

the senate as provided in K.S.A. 75-4315b, and amendments thereto. - .

Except as provided by K.S.A. 1998 Supp. 46-2601, no person appointed
to the board shall exercise any power, duty or function as a member of
the board until confirmed by the senate. No more than five members of
the board shall be from the same political party. Subject to the provisions
of K.S.A. 75-4315¢, and amendments thereto, of the six banker or savings
and loan association members, the governor shall appoint one from each
Kansas congressional district as presently constituted and the remainder

om the state at large. Appointment of nenbanker members representing
-te public interest shall be madeﬂ:ith due consideration for achieving

from the state at large
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representation of the various geographic sectors of the state.

(b) Except as provided by subsection (c), terms of members of the
board shall be for three years. Each member shall serve until a successor
is appointed and confirmed. No person shall serve more than two terms
as a member of the board. In the event of a vacancy on the board, the
governor shall appoint a new member of the same qualification to fill the
unexpired term.

(c) The terms of members who are serving on the board on the ef-
fective date of this act shall expire on March 15, of the year in which such
member’s term would have expired under the provisions of this section
prior to amendment by this act. Thereafter, members shall be appointed
for terms of three years and until their successors are appointed and
confirmed.

Sec. 37. K.S.A. 74-3005 is hereby amended to read as follows: 74-
3005. Members of the state banking board attending meetings of such
board, or attending a subcommittee meeting thereof authorized by such
board, shall be paid compensation, subsistence allowances, mileage and
other expenses as provided in K.S.A. 75-3223, and amendments thereto.
The commissioner shall aet as seeretary for said board and shall keep a
permanent record of all meetings and proceedings of said board in his
the commissioner’s office.

Sec. 38. K.S.A. 1998 Supp. 74-3006 is hereby amended to read as
follows: 74-3006. (a) The board shall meet once each mﬂﬁthE]rmrte

dates it agrees upon, and shall meet et other times as the board deems
neeessary unless no applications which require the board’s consideration
are pending or when called by the ehairperson or any three members of
the beard state bank commissioner. Six members of the board shall con-
stitute a quorum, and a majority vote of the board shall be necessary to
carry any question. No action of the board shall be taken except in a
formal meeting and after a favorable vote of a majority of the entire board.
to all of the reeords in the offiee of the eemmissioner The board shall
act in an advisory capacity in all matters pertaining to the conduet and
weltare of the banking department and the administration of the banking
laws of this state exeept as etherwise speeifieally provided by law.

(b) The board, in accordance with K.S.A. 75-4319 and amendments
thereto, may recess for a closed or executive meeting to discuss infor-
mation deemed confidential by virtue of K.5.A. 9-1712 and amendments
thereto.

Sec. 39. K.S.A. 1998 Supp. 74-3007 is hereby amended to read as
follows: 74-3007. The savings and loan board created by K.S.A. 74-3113
and amendments thereto is hereby abolished. All of the powers, duties
and functions of the existing savings and loan board are hereby transferred

month
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to and imposed upon the state banléng beard bank commissioner estab-
lished by K.S.A. 74-3004 and amendments thereto.

Sec. 40. K.S.A. 1998 Supp. 74-3008 is hereby amended to read as
follows: 74-3008. (a) The state banldéng beard bank commissioner shall be
the successor in every way to the powers, duties and functions of the
savings and loan board in which the same were vested prior to the effec-
tive date of this act. Every act performed in the exercise of such powers,
duties and functions by or under the authority of the state banldng board
bank commissioner shall be deemed to have the same force and effect as
if performed by the savings and loan board in which such powers, duties
and functions were vested prior to the effective date of this act.

(b) Whenever the savings and loan board, or words of like effect, is
referred to or designated by a statute, contract or other document, such
reference or designation shall be deemed to apply to the state banking
beard bank commissioner,

(¢) All orders and directives of the savings and loan board in existence
on the effective date of this act shall continue to be effective and shall be
deemed to be orders and directives of the state banking board bank com-
missioner until revised, amended or nullified pursuant to law.

(d)  On and after the effective date of this act, whenever any statute,
contract or other document concerns the power or authority of the savings
and loan board, the state banlking beard bank commissioner shall succeed
to such power or authority.

Sec. 41. K.S5.A. 9-802, 9-804, 9-812, 9-901b, 9-908, 9-912, 9-1001, 9-
1101a, 9-1107, 9-1127b, 9-1127c, 9-1127d, 9-1301, 9-1601, 9-1609, 9-
1702, 9-1713, 9-1714, 9-1716, 9-1719, 9-1721, 9-1805, 9-1806, 9-1807, 9-
2106 and 74-3005 and K.S.A. 1998 Supp. 9-535, 9-539, 9-904, 9-1101,
9-1111, 9-1135, 9-1402, 9-1801, 9-1904, 9-2107, 9-2108, 74-3004, 74-
3006, 74-3007 and 74-3008 are hereby repealed.

Sec. 42. This act shall take effect and be in force from and after its
publication in the[statute booHL

frr——

Kansas register

-y



AR EBE e 8L RERREE

el el ey v
OCPAO NP0 =D ©

PRRES

Seomion eﬂém
SENATE BILL No. 271
By Committee on Financial Institutions and Insurance

2-9

AN ACT transferring the duties of the consumer credit commissioner to
the state bank commissioner; creating a program of consumer credit
affairs within the office of the state bank commissioner; abolishing the
office of the consumer credit commissioner; amending K.S.A. 74-3005
and 75-1308 and K.S.A. 1998 Supp. 74-3004 and 74-3006 and repeal-
ing the existing sections; also repealing K.S.A. 16-403 and 16-609.

Be it enacted by the Legislature of the State of Kansas:
New Section 1. The office of the consumer credit commissioner cre-

“ated by K.S.A. 16-403 and amendments thereto is hereby abolished. Ex- |

cept as otherwise provided in this act, all of the powers, duties and func-
tions of the existing consumer credit commissioner are hereby transferred
to and conferred and imposed upon the state bank commissioner estab-
lished by K.S.A. 75-1304 and amendments thereto.

New Sec. 2. (a) The state bank commissioner shall be the successor
in every way to the powers, duties and functions of the consumer credit
commissioner in which the same were vested prior to the effective date
of this act. Every act performed in the exercise of such powers, duties
and functions by or under the authority of the state bank commissioner

. shall be deemed to have the same force and effect as if performed by the

consumer credit commissioner in which such powers, duties and func-
tions were vested prior to the effective date of this act.

(b) Whenever the consumer credit commissioner, or words of like

effect, are referred to or designated by a statute, contract or other doc-
ument, such reference or designation shall be deemed to apply to the-
state bank commissioner.
- (c)} All orders and directives of the consumer credit commissioner in
existence on the effective date of this act shall continue to be effective
and shall be deemed to be orders and directives of the state bank com-
missioner until revised, amended or nullified pursuant to law.

(d)  All rules and regulations of the consumer credit commissioner, in
existence on the effective date of this act shall continue to be effective
and shall be deemed to be duly adopted rules and regulations of the state
bank commissioner until revised, amended, revoked or nullified pursuant

law.

Senate Financial Institutions & Insurance

Date Q/ 23 / ? ?
Attachment # 5
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(e) The state bank commissioner shall succeed to whatever right, title
or interest the consumer credit commissioner has acquired in any real
property in this state, and the state bank commissioner shall hold the
same for and in the name of the state of Kansas.

(f) On and after the effective date of this act, whenever any statute,
contract or other document concerns the power or authority of the con-
sumer credit commissioner, the state bank commissioner shall succeed
to such power or authority.

New Sec. 3. (a) When any conflict arises as to the disposition of any
property, power, duty or function or the unexpended balance of any ap-
propriation as a result of any abolition, transfer, attachment or change
made by or under authority of this act, such conflict shall be resolved by
the governor, whose decision shall be final.

(b) The Kansas state bank commissioner shall succeed to all property,
property rights and records which were used for or pertain to the per-
formance of the powers, duties and functions transferred to the bank
commissioner. Any conflict as to the proper disposition of property or
records arising under this section, and resulting from the transfer, at-

,tachmentorallorpa:toftbepowers,duticsandﬁmcﬁomoftbecon—_ o

decision shall be final.

New Sec. 4. (a) No suit, action or other proceeding, judicial or ad-
ministrative, lawfully commenced, or which could have been commenced,
by or against any state agency or program mentioned in this act, or by or
against any officer of the state in such officer’s official capacity or in
relation to the discharge of such officer’s official duties, shall abate by
reason of this act. The court may allow any such suit, action or other
proceeding to be maintained by or against the successor of any such state
agency or any officer affected. -

(b) No criminal action commenced or which could have been com-
menced by the state shall abate by the taking effect of this act.

New Sec. 5. pOn the effective date of this act, the balances of all funds

appropriated or reappropriated for the consumer credit commissioner,
are hereby transferred to the state bank commissioner. The director of
accounts and reports shall transfer all moneys in the consumer credit fee
fund to the bank commissioner fee fund. On the effective date of this
act, all liabilities of the consumer credit fee fund existing prior to the
effective date of this act are imposed on the bank commissioner fee fund.

The consumer credit fee fund is hereby abolished. A_
New Sec. 6. On the effective date of this act, officers and employees

who, immediately prior to such date, were engaged in the performance (

of powers, duties or functions involved in the administration of any law
administered by the consumer credit commissioner, and who, in the opin-

[(@)

(b) On the effective date of this act, the liability for all accrued com-
pensation or salaries of officers and employees who, immediately prior to
such date, were engaged in the performance of powers, duties or func-
tions of any state agency or officer transferred by this act, or which be-
comes a part of the office of the state bank commissioner or the powers,
duties and functions of which are transferred to the bank commissioner,
shallbemmed_andmidbvthestnhebankoommiﬁona., :
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un of the state bank commissioner, are necessary to perform the powers,
duties and functions involved in the administration of any law adminis-
tered by the consumer credit commissioner, shall be transferred to, and
shall become officers and employees of the bank commissioner. Any such
officer or employee shall retain all retirement benefits and all rights of
civil service which had accrued to or vested in such officer or employee
prior to the effective date of this act. The service of each such officer and
employee so transferred shall be deemed to have been continuous.

New Sec. 7. Ea) On the effective date of this act, the balance of all
tunds appropriated and reappropriated to the consumer credit commis-
sioner is hereby transferred to the state bank commissioner and shall be
used only for the purpose for which the appropriation was originally
made.

(b) On the effective date of this act, the liability for all accrued com-
pensation or salaries of officers and employees who, immediately prior to
such date, were engaged in the performance of powers, duties or func-
tions of any state agency or officer transferred by this act, or which be-
comes a part of the office of the state bank commissioner or the powers,
duties and functions of which are transferred to the bank commissioner,

20 shallbemxmedandpmdbythestntebankoommmow i
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'gram and appoint such perso e

TSSO

force the, provisions of chapter 9 of the Kansas Statut&c An : ted and
amendment~thereto or rules and regulations adopted thefeunder. The
program shall be imder the supervision of the state bank commissioner,
and the commissioner shall.employ a deputy comfnissioner to administer
the program and appoint such~personnel. 4§ may be necessary for the
proper administration of the program>®he deputy commissioner shall be

in the unclassified service of the Kansas civitservice act.
(b) The deputy commissitner administering the.banking regulation
program shall perform alt'duties and functions delegated by.the commis-

sioner regarding:

(1) The adriinistration and enforcement of chapter 9 of Kansas Stt-
utes Anpo ted and amendments tbereto; and

commissioner shall employ a dépub

experience in an executive position in a consumez credit

ifiess regulated by the commissioner or at least five years’ experienca

ek
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‘tBhcommissioner. The deputy commissioner shall be in the unclassiffed
servidg of the Kansas civil service act and shall receive an annugl salary
fixed by\the bank commissioner.

(b) Thadeputy commissioner administering the consugér credit pro-
gram shall peorm all duties and functions delegated &y the commis-
sioner regarding’ _

(1) The regulatidq of investment certificates gffnvestment companies
as set forth in article 65§ chapter 16 of the Karfas Statutes Annotated as
amended and supplementsd;

(2) the administration of\the unifoph consumer credit code as set
forth in chapter 16a of the Kansas Stitutes Annotated as amended and
supplemented,; .

(3) the administration of thé fair Wedit reporting act as set forth in
article 7 of chapter 50 of the’Kansas Stathtes Annotated as amended and
supplemented,; \ . ‘

(4) the regulatiop6f credit service organizations as set forth in article
11 of chapter 50 6f the Kansas Statutes Annotsted as amended and

ST e U I QMO 0 NG THEG o gab e e

(5) the pégulation of mortgage business as set forth\jn article 22 of #
chapter 9of the Kansas Statutes Annotated as amendethand supple-

mented: and
e

iTaVal.

ed-bet]

%, Sec.]ld. KS.A. 1998 Supp. 74-3004 is hereby amended to read as
follows: 7. - (a) There is hereby created a state banking board which

shall be composed of nine members. Six members of the board shall be
bankers with not less than five years® actual banking experience in a state
bank in this state or persons with not less than five years’ actual experience
in a state chartered savings and loan association in this state, or any
combination thereof and three shall represent the public interest in the
regulation, operation and control of state banks and trust companies. [All
members shall be selected from the state at large] No nenbanker member
representing the public interest shall concurrently serve as an officer or
director in any state or national bank or trust company wherever located.
Qneefthefﬁﬂemembemshﬂbeele&ed&&aueﬂyThecommMoner
shall serve as chairperson of the board. The commissioner shall not be a
voting member of the board. The board shall be appointed by the gov-
ernor. Persons appointed to the board shall be subject to confirmation by
the senate as provided in K.S.A. 75-4315b, and amendments thereto.
Except as provided by K.5.A. 1998 Supp. 46-2601, no person appointed
*~ the board shall exercise any power, duty or function as a member of
»oard until confirmed by the senate. No more than five members of
- board shall be from the same political party. Subject to the provisions

f——

K.S.A. 75-3135 is hereby amended to read as follows:

75-3135. Sa}cu_y of bank \..Uuuuioaiuum, appuiutulcut of dcpu‘fy
quuuiaaiuum, asststants-and Gluplu_yu.,a. The bank commissioner
shall receive an annual salary to be fixed by the governor with the
approval of the state finance council. The bank commissioner is
hereby authorized to appoint a twe deputy eommissioner
commissioners who shall be in the unclassified service under the
Kansas civil service act and shall receive an annual salary fixed by
the bank commissioner. The deputy commissioner of the banking
division shall supervise all banks and trust companies as
directed by the commissioner and shall perform such other
duties as may be required by the commissioner. The deputy
commissioner of the consumer and mort age lending division
shall supervise all consumer and mortoa e lending functions as
directed by the commissioner and shall perform such other
duties as may be required by the commissioner. If the office of
the commissioner is vacant or if the commissioner is absent or
unable to act, the deputy commissioner of the banking division

ALY
shall be the acting commissioner. The deputy commissioner of the -

banking division shall have at least five years' experience as a
state bank officer or five years' experience as a state or federal -
d-eJJUbit l.lln)l.ll.allbc bUIPUlatl..Ull 1L-JCl.lLIK\ CACI.UIEU.CJ. }JCULIK\. ICEIJ}CI%UT. I..I.E
deputy commissioner of consumer and mortgage lending shall
have at least five years experience in consumer or mortgage
lending, regulatory, legal or related experience. The bank
commissioner is also authorized to appoint or contract for, in
accordance with the civil service law, such special assistants and
other employees as are necessary to properly discharge the duties
of the office.

History—5—1905-ch—488-§1% 11643 .
ch. 3, § 7rE.1919, ch. 284, § 10 23, ch
1,§6;R.S. 192 L. 304, §

1; L. 1961, ch. 409,
967, ch. 443, § 16
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£K.S.A. 75-4315¢, and amendments thereto, of the six banker or savings
and loan association members, the governor shall appoint one from each
Kansas congressional district as presently constituted and the remainder
from the state at large. Appointment of nenbanrker members representing
the public interest shall be made with due consideration for achievir

representation of the various geographic sectors of the state.

(b) Except as provided by subsection (c), terms of members of i! :
board shall be for three years. Each member shall serve until a success: -
is appointed and confirmed. No person shall serve more than two ters
as a member of the board. In the event of a vacancy on the board, the
governor shall appoint a new member of the same qualification to fill the:
unexpired term.

(¢) The terms of members who are serving on the board on the ef-
fective date of this act shall expire on March 15, of the year in which suct:
member’s term would have expired under the provisions of this section
prior to amendment by this act. Thereafter, members shall be appointed

for terms of three years and until their successors are appointed and

confirmed.

ence in the operation of a consumer loan or related company or regulation

(a) There is hereby created a state consumer Eredlg L

[Tfrom the state at large

)

ry ich shall be composed of nine members. Six members
of the board shall be persons with[not less than five years’ actual experi-

-l.and mortgage lending
ket T R R g e /i
at least five years' experience

1STANGE G A

of the consumer loan industry in this statgand three shall represent the
public interest in the regulation, operation and control of consumerjloan
and related companies.[All members shall be selected from the state at

inconsumer or mortgage lending,
legal or other related experience

large] No member representing the public interest shall concurrently
serve as an officer or director in any consumer[loan[fr related company
wherever located. The commissioner shall serve as chairperson of_the
board. The chairperson shall be a nonvoting member of the board.El'he
board shall be appointed by the governor. Persons appointed to the board
shall be subject to confirmation by the senate as provided in K.S.A. 75-
4315b, and amendments thereto. Except as provided by K.S.A. 1998
Supp. 46-2601, no person appointed to the board shall exercise any
power, duty or function as a member of the board until confirmed by the
senate. No more than five members of the board shall be from the same
political party. Subject to the provisions of K.S.A. 75-4315¢, and amend-
ments thereto, of the six persons representing the consumer credit in-
dustry, the governor shall appoint one from each Kansas congressional

district as presently constituted and the remainder from the state at largeg

‘\‘\\\\“‘-{:or mortgage lending

Appointment of members representing theEuinc interesf shall be made .
with due consideration for achieving representation of the variousfpor- L industry r .
ngof the consumerfcreditfindustry regulated by the commissioner. L Entities

(b) [Except as provided by subsection (c), termsJPf members of the

E Terms
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d shall be for three years. Each member shall serve until a successor
—appointed and confirmed. No person shall serve more than two terms
as a member of the board. In the event of a vacancy on the board, the
governor shall appoint a new member of the same qualification to fill the
unexpired term.

(¢) [(1) The governor shall appoint one member representing the
public and two members representing the consumer credit industry for
a term which expires on March 15 of the calendar year which starts after
the effective date of this act.

(2) The governor shall appoint one member representing the public
and two members representing the consumer credit industry for a term
which expires on March 15 of the second calendar year which starts after
the effective date of this act.

(3) The governor shall appoint one member representing the public
and two members representing the consumer credit industry for a term
which expires on March 15 of the third calendar year which starts after
the effective date of this act.

(4) Thereafter, members shall be appointed for terms of three years

and until their successors are appointed and confirm

ﬂl}m Sec.Il.Q. K.S.A. 74-3005 is hereby amended to read as follows: 74

&ﬁﬁ%%&%ﬂ&i&i&i%%‘ﬁ%%@ﬁgtﬁ‘ﬁﬁﬁﬁ

Il New Sec. [lj

embers of the state banking board attending meetings of such
boanl or attending a subcommittee meeting thereof authorized by such
board, shall be paid compensation, subsistence allowances, mileage and
other expenses as provided in K.S.A. 75-3223 and amendments thereto.
The commissioner shall aet as seeretary for seid beard and shall keep a
permanent record of all meetings and proceedings of seid such board in
his the commissioner’s office.
Members of the consumer credit advisory board at-
tending meetings of such board, or attending a subcommittee meeting
thereof authorized by such board, shall be paid compensation, subsistence
allowances, mileage and other expenses as provided in K.S.A. 75-3223
and amendments thereto. The commissioner shall keep a permanent rec-
ord of all meetings and proceedings of such board in the commissioner’s
office.

12 Sec. ﬁi K.S.A. 1998 Supp. 74-3006 is hereby amended to read as

follows: 74- . (a) The state banking board shall meet once each menth

!

L=l

The consumer and mortgage
lending advisory board shall
meet at least annually and
may meet dguarterly or when
called by the commissioner.

el S

unless no applications which
require the board's consideration

[quartes, on dates it agrees upon, und shell meet at other Gmes as the

aeeessary or when called by the ebairperson or any three
members of the beard state bank commissioner. Six members of the board

shall constitute a quorum, and a majority vote of the board shall be nec-
essary to carry any question. No action of the board shall be taken except
* ~ formal meeting and after a favorable vote of a majority of the entire

1 The members of the board during business hours shall have free

month

are pending

|
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aeeess to all of the records in the offiee of the commissioner: The board
shall act in an advisory capacity in all matters pertaining to the eenduct
end welfere of the benldng depertment ard the administration of the
banking laws of this state exeept as etherwise speeifieally provided by law:

(b) The board, in accordance with K.S.A. 75-4319 and amendments
thereto, may recess for a closed or executive meeting to discuss infor-
mation deemed confidential by virtue of K.S.A. 9-1712 and amendment:
thereto. :

2 any question.
eept in a formal meeting and
after a favorable vote of a majority-of the.e
act in an advisory capacity jn- ag to the administration
of the laws of this state _
(b) The beard, in accordance with K.S.A. 75-4319 and aren

-A. 75-1308 is hereby amended to read as follows: 75-

- Ihe commissioner shall keep a record of all fees collected by him
er her the commissioner, together with a record of all expenses incurred
in[ma.lu’ng the examinations of all banks and trust companies. Th_glbank

commissioner shall remit all moneys received by or for him er her the
commissioner from such fees to the state treasurer at least monthly. Upon
receipt of each such remittance, the state treasurer shall deposit the entire
amount thereof in the state treasury. Twenty percent (20%) of each such
deposit shall be credited to the state general fund and the balance shall
be credited to the bank commissioner fee fund. All expenditures from
the bank commissioner fee fund shall be made in accordance with ap-
propriation acts upon warrants of the director of accounts and reports
issued pursuant to vouchers approved by the bank commissioner or bya
person or_persons designated by him er her the commissioner.

14 Sec. [11 K.S.A. 16-403, 16-609, 74-3005 and 75-1308 and K.S.A.
1998 Supp. 74-3004 and 74-3006 are hereby repealed.

Sec. (18 This act shall take effect and be in force from and after its

publicati6n in the statute book. '

e Ak v 2oy

“ the a&dministration of programs '

for the regulation of banks
and trust companiies and in the
administration of programs for
the regulation of consumer and
mortgage lending. The




K.S.A. 16a-2-302 is hereby amended to read as follows:

16a-2-302. (HEEE)Eicensetomakesupervisedtoansfees. (1) (a) The
administrator shall receive and act on all applications for licenses to make
supervised loans under this act. Applications shall be filed in the manner
prescribed by the administrator and shall contain the information the
administrator may require by rule to make an evaluation of the financial
responsibility, character and fitness of the applicant. Each place of business
operated under K.S.A. 16a-1-101 to 16a-9-102, inclusive, and acts amendatory
thereof, shall have and properly display therein, a nontransferable and

nonassignable license. Application for a license shall be on a form prescribed
and furnished by the commissioner.

(b) Submitted with each application shall be an investigation fee and a
license fee. Investigation and license fees shall be in such amounts as are
established pursuant to subsection (6) of K.S.A. 16a-6-104. The license fee
shall be returned to the applicant if the application is denied. The license year
shall be the calendar year and the license fee for any period less than six
months shall be an amount as established pursuant to subsection (6) of K.S.A.

16a-6-104. Each license shall remain in force until surrendered, suspended or
revoked.

(c) The administrator shall remit all moneys received under K.S.A.
16a-1-101 to 16a-6-414, inclusive, and acts amendatory thereof to the state
treasurer at least monthly. Upon receipt of any such remittance the state
treasurer shall deposit the entire amount thereof in the state treasury. Of each
deposit 20% shall be credited to the state general fund and the balance shall be
credited to theE:onsumer credi_ﬂ,fee fund. All expenditures from such fund

-shall be made in accordance with appropriation acts upon warrants of the
director of accounts and reports issued pursuant to vouchers approved by the
ninistrator or by a person or persons designated by the administrator.

3
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“he 20% credit to the state general fund required by this subsection (c) is
L aburse the state general fund for accounting, auditing, budgeting, legal,
payroll, personnel and purchasing services, and any and all other state
governmental services, which are performed on behalf of the administrator by
other state agencies which receive appropriations from the state general fund
to provide such services. Nothing in this subsection (c) shall be deemed to
authorize remittances to be made less frequently than is authorized under
K.S.A. 75-4215.

(d) Every licensee shall, on or before the first day of January, pay to the

administrator the license fee prescribed under this subsection (1) for each
license held for the succeeding license year. Failure to pay the license fee
within the time prescribed shall automatically revoke the license.

(2) No license shall be issued unless the administrator, upon
investigation, finds that the financial responsibility, character and fitness of
the applicant, and of the members thereof if the applicant is a copartnership or
association and of the officers and directors thereof, if the applicant is a
corporation, are such as to warrant belief that the business will be operated
honestly and fairly within the purposes of this act. An applicant meets the
minimum standard of financial responsibility for engaging in the business of
making supervised loans, under subsection (1) of K.S.A. 16a-2-301, if the
applicant has available for operation of that business assets of at least $25,000
for each license issued by this or any other state.

(3) Upon written request the applicant is entitled to a hearing on the
question of license qualifications if (a) the administrator has notified the
applicant in writing that the application has been denied, or (b) the
administrator has not issued a license within 60 days after the application for
the license was filed. A request for a hearing may not be made more than 15
days after the administrator has mailed a writing to the applicant notifying the
applicant that the application has been denied and stating in substance the
administrator's findings supporting denial of the application.

(4) The administrator shall issue additional licenses to the same licensee
unon compliance with all the provisions of K.S.A. 16a-1-101 to 16a-9-102,

usive, and acts amendatory thereof, governing issuance of a single license.
. separate license shall be required for each place of business. Each license
shall remain in full force and effect until surrendered, suspended or revoked.



(5) No licensee shall change the location of any place of business without
giving the administrator at least 15 days prior written notice.

(6) A licensee may conduct the business of making supervised loans only
at or from any place of business for which the licensee holds a license and not
under any other name than that in the license. Loans made pursuant to a lender
credit card do not violate this subsection.

History: L. 1973, ch. 85, § 19; L. 1976, ch. 98, § 1; L. 1981, ch. 95, § 1;
July 1.
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