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The Office of the State Bank Commissioner gratefully acknowledges the permission from the
Revisor of Statutes of the State of Kansas to use their work product. Please note this law book
was created for reference by agency staff and as a service to regulated financial institutions.
While we strive to maintain current and accurate information, this law book is not the official
Kansas Statutes Annotated or the official Kansas Administrative Regulations.

Please note that bills enacting new laws generally take effect July 1 of each year, and from July
1 to the date when the statute books are updated and published, the correct versions of new laws
are contained in the bills that passed during that year’s legislative session. Bills passed during
the session may be found summarized in the Kansas Session Laws.

The Kansas Statutes may be viewed online at the Kansas Legislature website:
http://www.ksleqgislature.org/li/.

Thank you to the OSBC legal staff — Melissa A. Wangemann, Brock Roehler, and Matthew L.
Shoger — for updating and formatting the laws and regulations for the Banking Law Book.


http://www.kslegislature.org/li/
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KANSAS STATUTES

Chapter 9 - BANKS AND BANKING; TRUST COMPANIES

Article 5 — MISCELLANEOUS PROVISIONS

9-519
9-520
9-532
9-533
9-534
9-535
9-536
9-537
9-540
9-541

9-542
9-550

Bank holding companies; definitions.

Same; ownership limitations; exceptions.

Same; authority; fee.

Same; application; required information.

Same; application; approval; factors.

Same; approval of application; applicant right to appeal.

Same; subject to change of control provisions.

Same; review of operations by commissioner; additional information.
Foreign bank prohibited from having branch bank in state.
Acquisition of bank by out-of-state bank holding company; age limitation;
exceptions.

Citation of code; statutes comprising.

Certificate of existence and authority.

Article 7 — BANKING CODE; DEFINITIONS

9-701

Definitions.

Article 8 - BANKING CODE; ORGANIZATION

9-801
9-802
9-803
9-804
9-806
9-808

9-809

9-811
9-812
9-814
9-815

9-816
9-817

Incorporation; application; criteria for approval of application.

Date of existence; transaction of business before authorization.

Renewal and extension of corporation; lapse in authority or existence.
Certificate of authority; examination; issuance.

Failure to engage in business; reapplication required.

Stockholder vote for conversion to state bank; application to commissioner;
investigation; capital and name; stock for stock or property; powers continued;
assets transferred; same entity; divesture of unauthorized assets and liabilities.
Stockholder vote for conversion to national bank; copy of application to
commissioner.

Prohibition against nonbank banks; exceptions.

Bank change of name; approval required.

Change of place of business; application and approval process.

Expenses of examination or investigation; payment; disposition of moneys
received.

Bankers' bank; application for organization.

Mutual banks; deposits and related powers.

Article 9 — BANKING CODE; CAPITAL STOCK AND STRUCTURE

9-901a

9-902
9-903

Capital requirements.
Par value of stock.
Transfer of stock; report to commissioner.
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9-905
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9-907
9-908
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Reduction of capital stock, when.

Increase of capital stock.

Restoration of impaired capital.

Delinquent stockholders; public or private sale of stock.

Preferred stock.

Preferred stock; rights and immunities of holders.

Dividends from capital stock prohibited; how current dividends paid.
Declarations of dividends.

Surplus account; stock dividends from reduction.

Article 11 — BANKING CODE; POWERS

9-1101
9-1101a
9-1102
9-1104

9-1107
9-1111
9-1111b

9-1112
9-1114
9-1115
9-1116
9-1119
9-1121
9-1122
9-1123
9-1124
9-1125

9-1127a
9-1127b
9-1127c
9-1127d

9-1127e
9-1127f

9-1127g

9-1127h
9-1128

9-1129

General powers.

Issuance of capital notes or debentures, when; limitations.

Holding of real estate; limitations.

Limitation on loans and borrowing; determination of limits; compliance with
section; definitions.

Temporary borrowing by bank; limitation; exceptions.

Branch banking; remote service units.

Applications for branch banks; examinations and investigation fee; disposition
and use of fees.

Unlawful transactions.

Board of directors of bank or trust company; rules and requirements.

Officers of bank or trust company; election; term; bond; forfeiture of office.
Meetings of board; examination of records, funds and securities; minutes.
Certified checks, drafts or orders.

Reproduction of records and papers; evidence.

Closing of banks; business hours; emergencies.

Bank service corporations; definitions.

Same; investment by banks; limitations.

Same; unreasonable discrimination in providing services prohibited,;
exceptions.

Same; services which may be performed for depository institutions.

Same; services which may be provided by corporations; restrictions.

Same; investments in corporations performing certain services under 9-1127b;
approval required.

Same; services performed for bank or subsidiary or affiliate; regulation and
examination by commissioner; rules and regulations.

Same; investments by savings and loan associations and savings banks.
Same; new activities with savings and loan associations; prior approval
required.

Same; permitted activities.

Savings and loan service corporations; definitions.

Deposits by banks or trust companies acting as fiduciaries or custodians for
fiduciaries of certain securities guaranteed by the United States or agencies
thereof; rules and regulations; records of ownership; certifications of deposit.
Same; application of act.
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Retention of books and records; rules and regulations; destruction;
photographic reproduction; electronic recordation; confidentiality of records
unaffected.

Repurchase agreements with pooled money investment board.

Personal liability of officers and directors, exceptions.

Liability of officers and directors; actions; certain provisions applicable.
Liability of officers and directors; severability.

Powers; authority to lease certain personal property; definitions.

Compliance review committees; functions; confidentiality of certain
documents; definitions; exceptions.

School savings deposit program; requirements; definitions.

Prohibiting branch banks in certain locations.

Securing deposits for federally recognized Indian tribe.

Savings promotion; requirements; rules and regulations.

Article 12 — BANKING CODE; TRANSACTIONS

9-1201
9-1204
9-1205
9-1206
9-1207
9-1213
9-1214
9-1215

Application.

Deposits of minors.

Joint accounts.

Set off.

Adverse claim to deposit.

Payment of drafts of failed or closed banks.

Payment of drafts of failed or closed banks; release from liability.
Payable on death accounts.

Article 13 — BANKING CODE; DEPOSIT INSURANCE AND BONDS

9-1301
9-1302
9-1304

Deposit insurance; surety bond.
Subrogation upon payment by insurer of deposits.
Closed banks may borrow from or sell to federal insurance corporation.

Article 14 — BANKING CODE; DEPOSIT OF PUBLIC MONEYS

9-1401

9-1402
9-1403
9-1405

9-1406
9-1407

9-1408
9-1409

Designation of depositories for public funds; duty of public officers;
agreements.

Securing the deposits of public funds.

Securities for deposits of public funds; exemption during peak deposits.
Deposit of securities, security entitlements and financial assets in securities
account; written custodial agreement; receipt.

Exemption from liability for loss by official depository.

Exemption of security for insured portion of public deposits; reciprocal deposit
programs.

Definitions.

Securing deposits of public moneys of out-of-state governmental units; when.
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Article 15 — BANKING CODE; SAFE DEPOSIT BOX RENTAL

9-1501
9-1502
9-1503
9-1504

9-1505
9-1506

Authority to keep and maintain safe deposit boxes.

Legal relationship between renter and bank.

Joint tenancy of safe deposit box; liability.

Death of lessee or lessees in joint tenancy; opening of box; disposition of
contents.

Lessor to give information to public authority.

Default of lessee; notice; disposition of contents.

Article 16 — BANKING CODE; TRUST AUTHORITY

9-1601
9-1602
9-1603
9-1604
9-1607
9-1609
9-1611

9-1612

Application and authority to act as trust company; exemptions.

Revoking trust authority.

Assets held in fiduciary capacity segregated; records; security of funds.
Liquidation, termination of trust business.

Appointment of nominee when acting as fiduciary; records.

Fiduciary may establish collective investment funds.

Bank or trust company acting as fiduciary may deal in manner authorized by
instrument with company having control of bank or trust company.

Company having control over a bank or trust company defined.

Article 17 — BANKING CODE; SUPERVISION; COMMISSIONER

9-1701
9-1702

9-1703

9-1704
9-1708
9-1709
9-1712

9-1713
9-1714
9-1715
9-1716

9-1717
9-1719
9-1720
9-1721
9-1722
9-1724
9-1725
9-1726

Examination of banks and trust companies; other reports.

Examination of fiduciaries and affiliated organizations and their officers and
employees.

Examination and administrative expenses; annual assessment, due dates for
payments, delinquency penalty; disposition of receipts; bank commissioner fee
fund.

Reports to commissioner; publication, when.

Refusal to be examined; remedy.

Failure to respond to a lawful request of the commissioner.

Examination of records and investigative materials of commissioner,
confidential; disclosure.

Adoption of rules and regulations; approval of board.

Appointment of special deputy bank commissioner.

Special orders; procedures.

Powers of commissioner; order restricting declaration and payment of
dividends.

Prohibition against felon from serving as director, officer or employee.
Change of control; definitions.

Change of control; approval.

Application process; approval factors and criteria; time frame.

Application requirements.

Exception for mergers resulting in a national bank.

Powers of the commissioner during existence of an emergency.

Fees; rules and regulations.
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Article 18 — BANKING CODE; SUPERVISION; BOARD

9-1805
9-1807

9-1809
9-1810
9-1811

Removal of officer or director; hearing; judicial review.

Cease and desist orders; institution of proceedings by commissioner; hearing
by board; issuance; temporary orders of commissioner.

Civil penalties.

Informal agreements with commissioner; when.

Consent orders; when.

Article 19 — BANKING CODE; DISSOLUTION; INSOLVENCY

9-1901
9-1902
9-1902a
9-1903

9-1905
9-1906
9-1907
9-1908
9-1909
9-1910
9-1911
9-1915
9-1916
9-1917

9-1918

9-1919

9-1920
9-1921

Dissolution.

Definition of insolvency.

Critical undercapitalization.

Undercapitalized and insolvent banks and trust companies; commissioner to
take charge, when.

Receiver for insolvent and undercapitalized bank or trust company.

Receiver to take charge of assets; order of payment.

Powers of federal deposit insurance corporation or its successor.

Title to all assets to vest in insurance corporation.

Claims to be filed within one year.

Surrender control to commissioner.

Receiver may borrow money.

Deposits or debts while insolvent; liability.

Same; action to enforce liability; evidence.

Undelivered funds due creditors, depositors and shareholders of defunct bank
or trust company; duties of commissioner and state treasurer; undistributed
assets of defunct institutions fund.

Escheat and disposition of certain property in custody of commissioner;
escheat.

Voluntary liquidation.

Borrowing by liquidating bank.

Sale of bank's assets as part of liquidation.

Article 20 — BANKING CODE; CRIMES AND PUNISHMENTS

9-2001
9-2002
9-2004
9-2005
9-2006
9-2007
9-2008
9-2010
9-2011
9-2012
9-2013
9-2014
9-2016

Failing to perform duty; penalty.

Making false report, statement or entry in the books; penalty.

Swear or affirm falsely as perjury; penalty.

Neglect of commissioner or deputy; penalty.

Receiving deposits after authority revoked; penalty.

Violations by receiver; penalties.

Certified checks, drafts or orders in excess of amount on deposit.
Insolvent bank receiving deposits; penalty.

Unlawfully engaging in the banking or trust company business; penalty.
Intent to injure or defraud; penalty.

Unlawful to offer or solicit anything of value; penalty.

Violation of act; commissioner or deputy to inform county or district attorney.
Unlawfully transacting banking or trust business; penalty.
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9-2018 Severability.
9-2019 Unlawful to obstruct examination; penalty.

Article 21 — TRUST COMPANIES

9-2101 Issuing certificate of authority as bank to trust company authorized to accept
deposits; when.

9-2102 Applicability of act.

9-2103 Powers of trust companies; limited purpose trust companies.

9-2104 Liability of holder of stock in a trust company.

9-2107 Allowing for the contracting for trust services; definitions; notice filing;
authority of commissioner; fees; examination; branches.

9-2108 Trust service office; establishment or relocation; application.

9-2111 Prohibiting out-of-state entity to establish or operate trust facility; exceptions.

Chapter 74 - STATE BOARDS, COMMISSIONS AND AUTHORITIES

Article 30 — STATE BANKING BOARD
74-3004  State banking board; qualifications; appointment, senate confirmation,
residence requirements; terms; vacancies.
74-3005 Compensation and expenses; secretary; records.
74-3006  Meetings; quorum; access to records; advisory.
74-3008  State banking board successor to all powers, duties and functions of savings
and loan board.

Chapter 75 - STATE DEPARTMENTS; PUBLIC OFFICERS AND EMPLOYEES

Article 13 - STATE BANK COMMISSIONER
75-1304  State bank commissioner; appointment; qualifications; duties.
75-1305  Oaths.
75-1306  Office of state bank commissioner.
75-1308 Record of fees and expenses; disposition of moneys received; bank
commissioner fee fund.

Article 31 — SALARIES AND ASSISTANTS; MISCELLANEOUS PROVISIONS
75-3135  Salary of bank commissioner; appointment of deputy commissioners;
assistants and employees; salaries.
75-3135a Bank commissioner; appointment of regional managers and financial examiner
administrators; compensation.
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KANSAS STATUTES

Chapter 9 - BANKS AND BANKING; TRUST COMPANIES

Article 5 - MISCELLANEOUS PROVISIONS

K.S.A. 9-519. Bank holding companies; definitions.

For the purposes of K.S.A. 9-520 through 9-524, and amendments thereto, and K.S.A. 9-532
through 9-541, and amendments thereto, unless otherwise required by the context:

(@) “Bank” means an insured bank as defined in 12 U.S.C. § 1813(h) except the term shall not
include a national bank that:

1)
@)

3)
(4)
()
(b) (1)

)

Engages only in credit card operations;

does not accept demand deposits or deposits that the depositor may withdraw by check
or similar means for payment to third parties or others;

does not accept any savings or time deposits of less than $100,000;

maintains only one office that accepts deposits; and

does not engage in the business of making commercial loans.

“Bank holding company” means any company that:

(A) Directly or indirectly owns, controls, or has power to vote 25% or more of any

(B)

(©)

class of the voting shares of a bank or 25% or more of any class of the voting
shares of a company that is or becomes a bank holding company by virtue of this
act;

controls in any manner the election of a majority of the directors of a bank or of
a company that is or becomes a bank holding company by virtue of this act;

the commissioner determines, after notice and opportunity for a hearing, directly
or indirectly exercises a controlling influence over the management or policies of
the bank or company.

Notwithstanding paragraph (1), no company:

(A) Shall be deemed to be a bank holding company by virtue of the company's

ownership or control of shares acquired by the company in connection with such
company's underwriting of securities if such shares are held only for such period
of time as will permit the sale thereof on a reasonable basis;

Statutes — Page 1



(©)

(d)

€)

()

(9)

(h)
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(B) formed for the sole purpose of participating in a proxy solicitation shall be
deemed to be a bank holding company by virtue of the company's control of
voting rights of shares acquired in the course of such solicitation;

(C) shall be deemed to be a bank holding company by virtue of the company's
ownership or control of shares acquired in securing or collecting a debt previously
contracted in good faith, provided such shares are disposed of within a period of
two years from the date on which such shares could have been disposed of by
such company; or

(D) owning or controlling voting shares of a bank shall be deemed to be a bank
holding company by virtue of the company's ownership or control of shares held
in a fiduciary capacity except where such shares are held for the benefit of such
company or the company's shareholders.

“Company” means any corporation, limited liability company, trust, partnership,
association or similar organization including a bank, but shall not include any corporation
the majority of the shares of which are owned by the United States or by any state or include
any individual, partnership or qualified family partnership upon the determination by the
commissioner that a general or limited partnership qualifies under the definition in 12
U.S.C. § 1841(0)(10).

"Foreign bank” means any company organized under the laws of a foreign country, a
territory of the United States, Puerto Rico, Guam, American Samoa or the Virgin Islands or
any subsidiary or affiliate organized under such laws, which engages in the business of
banking.

“Kansas bank” means any bank, as defined by subsection (a), that, in the case of a state
chartered bank, is a bank chartered under the authority of the state of Kansas, and in the
case of a national banking association, a bank with its charter location in Kansas.

“Kansas bank holding company” means a bank holding company, as defined by subsection
(b), with total subsidiary bank deposits in Kansas that exceed the bank holding company's
subsidiary bank deposits in any other state.

“Out-of-state bank holding company” means any holding company that is not a Kansas bank
holding company as defined in subsection (f).

“Subsidiary” means, with respect to a specified bank holding company:

(1) Any company with more than 5% of the voting shares, excluding shares owned by the
United States or by any company wholly owned by the United States, that are directly
or indirectly owned or controlled by, or held with power to vote, such bank holding
company; or

Statutes — Page 2
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(2) any company, the election of a majority of the directors of which, is controlled in any
manner by such bank holding company.

History: L. 1985, ch. 55, § 2; L. 1991, ch. 45, §1; L. 1991, ch. 46, § 1; L. 1995, ch. 79, § 1;
L. 1996, ch. 175, 8 17; L. 2015, ch. 38, § 14; L. 2016, ch. 54, 8 1; July 1.

K.S.A. 9-520. Same; ownership limitations; exceptions.

(@)

(b)

(©

Excluding shares held under the circumstances set out in K.S.A. 9-519(b)(2), and
amendments thereto, no bank holding company or any subsidiary thereof shall directly or
indirectly acquire ownership or control of, or power to vote, any of the voting shares of any
bank which holds Kansas deposits if, after such acquisition, the bank holding company and
all subsidiaries would hold or control, in the aggregate, more than 15% of total Kansas
deposits.

This section shall not prohibit a bank holding company or any subsidiary thereof from
acquiring ownership or control of, or power to vote, any of the voting shares of any bank if
the commissioner, in the case of a bank organized under the laws of this state, or the
comptroller of the currency, in the case of a national banking association, determines that
an emergency exists and that the acquisition is appropriate in order to protect the public
interest against the failure or probable failure of the bank.

As used in this section, "Kansas deposits” means all deposits, shares or similar accounts
held by banks, savings and loan associations, savings banks and building and loan
associations attributable to any office in Kansas where deposits are accepted as determined
by the commissioner on the basis of the most recent reports to supervisory authorities which
are available at the time of the acquisition.

History: L. 1985, ch. 55, § 3; L. 1990, ch. 54, § 2; L. 1993, ch. 138, § 1; L. 1997, ch. 59, § 3,
L. 2015, ch. 38, § 15; July 1.

K.S.A.9-532. Same; authority; fee.

(@)

With prior approval of the commissioner:

(1) Any company by virtue of acquisition of ownership or control of, or the power to vote
the voting shares of, a bank or another company, may become a bank holding
company;

(2) any bank holding company may acquire, directly or indirectly, ownership or control
of, or power to vote, any of the voting shares of, an interest in or all or substantially all
of the assets of a Kansas state chartered bank or of a bank holding company that has
an ownership interest in a Kansas state chartered bank.

Statutes — Page 3
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(©
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Request for approval shall be made by filing an application in such form as required by the
commissioner, containing the information prescribed by K.S.A. 9-533, and amendments
thereto, and by rules and regulations adopted by the commissioner.

Any applicant making application under this section shall pay to the commissioner a fee in
an amount established pursuant to K.S.A. 2015 Supp. 9-1726, and amendments thereto, to
defray the expenses of the commissioner in the examination and investigation of the
application. The commissioner shall remit all moneys received under this section to the state
treasurer in accordance with the provisions of K.S.A. 75-4215, and amendments thereto.
Upon receipt of each such remittance, the state treasurer shall deposit the entire amount in
the state treasury to the credit of the bank investigation fund. The moneys in the bank
investigation fund shall be used to pay the expenses of the commissioner in the examination
and investigation of such applications and any unused balance shall be transferred to the
bank commissioner fee fund.

History: L. 1991, ch. 45, § 4; L. 1992, ch. 62, 8 2; L. 1993, ch. 158, 8§ 1; L. 1995, ch. 79, § 3;
L. 2012, ch. 83, § 1; L. 2015, ch. 38, § 16; July 1.

K.S.A. 9-533. Same; application; required information.

An application filed pursuant to K.S.A. 9-532 and amendments thereto shall provide the following
information and include the following documents:

(@)

(b)

(©)

(d)

A copy of any application by an applicant seeking approval by a federal agency of the
acquisition of the voting shares or assets of a Kansas state chartered bank or of a bank
holding company that has an ownership interest in a Kansas state chartered bank and of any
supplemental material or amendments filed with the application.

Statements of the financial condition and future prospects, including current and projected
capital positions and levels of indebtedness, of the applicant and the Kansas state chartered
bank or bank holding company that has an ownership interest in a Kansas state chartered
bank which is the subject of the application filed pursuant to K.S.A. 9-532, and amendments
thereto.

Information as to how the applicant proposes to adequately meet the convenience and needs
of the community served by the Kansas state chartered bank or bank holding company that
has an ownership interest in a Kansas state chartered bank which is the subject of the
application filed pursuant to K.S.A. 9-532, and amendments thereto, and the communities
served by other Kansas banks which are subsidiaries of the applicant, in accordance with 12
U.S.C. 8 2901 et seq.

Any additional information the commissioner deems necessary.

History: L. 1991, ch. 45, §5; L. 1995, ch. 79, § 4; L. 2012, ch. 83, § 2; L. 2015, ch. 38, § 17;
July 1.
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K.S.A. 9-534. Same; application; approval; factors.

In determining whether to approve an application filed pursuant to K.S.A. 9-532, and amendments
thereto, the commissioner shall consider the following factors:

(@)

(b)

(©

(d)

€)

(f)

Whether the subsidiary banks of the applicant are operated in a safe, sound and prudent
manner.

Whether the subsidiary banks of the applicant have provided adequate and appropriate
services to their communities, including services contemplated by 12 U.S.C. § 2901 et seq.

Whether the applicant proposes to provide adequate and appropriate services, including
services contemplated by 12 U.S.C. § 2901 et seq., in the communities served by the Kansas
state chartered bank or by the Kansas bank subsidiaries of the bank holding company that
has an ownership interest in a Kansas state chartered bank.

Whether the proposed acquisition will result in a Kansas state chartered bank or bank
holding company that has an ownership interest in a Kansas state chartered bank that has
adequate capital and good earnings prospects.

Whether the financial condition of the applicant or any of the applicant's subsidiary banks
would jeopardize the financial stability of the Kansas state chartered bank or bank holding
company that has an ownership interest in a Kansas state chartered bank which is the subject
of the application.

Whether the competence, experience and integrity of the managerial resources of the
applicant or any proposed management personnel of any Kansas state chartered bank or any
Kansas bank subsidiaries of the bank holding company that has an ownership interest in a
Kansas state chartered bank indicates that to permit such person to control a bank would not
be in the interest of the depositors of a bank or in the interest of the public.

History: L. 1991, ch. 45, § 6; L. 1995, ch. 79, § 5; L. 2012, ch. 83, § 3; L. 2015, ch. 38, § 18;
L. 2016, ch. 54, § 2; July 1.

K.S.A. 9-535. Same; approval of application; applicant right to appeal.

(@)

The commissioner shall approve the application if the commissioner determines that the
application favorably meets each and every factor prescribed in K.S.A. 9-534, and
amendments thereto, the proposed acquisition is in the interest of the depositors and
creditors of the Kansas state chartered bank or bank holding company that has an ownership
interest in a Kansas state chartered bank which is the subject of the proposed acquisition
and in the public interest generally. Otherwise, the application shall be denied.
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(b) If the commissioner denies the application, the applicant shall have the right to a hearing
before the state banking board to be conducted in accordance with the Kansas administrative
procedure act. The state banking board shall render the board's decision affirming or
rescinding the determination of the commissioner. Any action of the state banking board
pursuant to this section is subject to review in accordance with the Kansas judicial review
act.

History: L. 1991, ch. 45, 8§ 7; L. 1995, ch. 79, § 6; L. 2010, ch. 17, § 25; L. 2012, ch. 83, § 4;
L. 2015, ch. 38, § 19; July 1.

K.S.A. 9-536. Same; subject to change of control provisions.

An applicant filing an application pursuant to K.S.A. 9-532, and amendments thereto, may be
required to the extent applicable to supplement the application with such information as may be
required pursuant to K.S.A. 9-1719 et seq., and amendments thereto.

History: L. 1991, ch. 45, § 8; L. 1995, ch. 79, § 7; L. 2015, ch. 38, § 20; July 1.

K.S.A. 9-537. Same; review of operations by commissioner; additional information.

The commissioner at any time may review the activities of any bank holding company with a
subsidiary bank in Kansas and its subsidiary banks to determine if the proposals of the company as
stated in the information provided pursuant to K.S.A. 9-533 and amendments thereto are being
fulfilled. The commissioner may require the company and such banks to furnish such additional
information as the commissioner finds necessary to make such determination.

History: L. 1991, ch. 45, 8§ 9; L. 1995, ch. 79, § 8; Sept. 29.

K.S.A. 9-540. Foreign bank prohibited from having branch bank in state.

No foreign bank shall establish or maintain any branch, agency, office or other place of business in
this state.

History: L. 1995, ch. 79, § 11; Apr. 6.

K.S.A. 9-541. Acquisition of bank by out-of-state bank holding company; age limitation;
exceptions.

(@) No out-of-state bank holding company or any subsidiary thereof shall directly or indirectly
acquire ownership or control of, or power to vote, more than 5% of any class of the voting
shares of any Kansas bank unless such Kansas bank has been in existence and actively
engaged in business for five or more years.
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This section shall not prohibit an out-of-state bank holding company or any subsidiary
thereof from acquiring ownership or control of, or power to vote, more than 5% of the voting
shares of any Kansas bank which has been organized solely for the purpose of, and does not
open for business prior to, facilitating a merger of such Kansas bank with or into a Kansas
bank which has been in existence and actively engaged in business for five or more years,
or a consolidation of such Kansas bank and one or more Kansas banks which have been in
existence and actively engaged in business for five or more years.

This section shall not prohibit an out-of-state bank holding company or any subsidiary
thereof from acquiring ownership or control of, or power to vote, more than 5% of any class
of the voting shares of any Kansas bank if the commissioner, in the case of a bank organized
under the laws of this state, or the comptroller of the currency, in the case of a national
banking association, determines that an emergency exists and that the acquisition is
appropriate in order to protect the public interest against the failure or probable failure of
the Kansas bank.

History: L. 1995, ch. 79, § 12; Apr. 6.

K.S.A. 9-542. Citation of code; statutes comprising.

Articles 5, 7,8, 9,10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20 and 21 of chapter 9 of the Kansas Statutes
Annotated, K.S.A. 74-3004, 74-3005, 74-3006, 75-1304, 75-1305 and 75-1306, and 75-1308, and
K.S.A. 2015 Supp. 9-814, 9-815, 9-816, 9-1141, 9-1409, 9-1725, 9-1726, 9-1810, 9-1811, 9-1919,
9-1920, 9-1921 and 9-2019, and amendments thereto, shall constitute and may be cited as the state
banking code.

History: L. 2000, ch. 106, § 5; L. 2015, ch. 38, § 21; July 1.

K.S.A. 9-550. Certificate of existence and authority.

(@)

(b)

For any deposit account, loan account or other banking relationship hereinafter referred to
as "account,” that is opened by one or more persons acting or purporting to act for or on
behalf of an entity with any financial institution transacting business in this state, such
person may provide the financial institution with a certificate to provide evidence of the
existence of the entity and the authority of the person to act for or on behalf of the entity
with respect to the account.

The certificate of existence and authority shall be an affidavit executed by such person and
shall include the following, as applicable:

(1) The name and mailing address of the entity;
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(2) the type of entity and the state, country or other governmental authority, under which
laws, the entity was formed;

(3) the organization date of the entity;

(4) the name, mailing address and office or other position held by the person executing
the certificate; and

(5) a statement that the board of directors, managers, members, general partners or other
governing body of the entity opening the account has duly taken all action legally
required to open the account in the name of the entity and the name, office or other
position of the person who has been duly authorized to engage in transactions with
respect to the account, including any limitation that may exist upon the authority of
such person to bind the entity and any other matters concerning the manner in which
such person may deal with the account.

(c) If a financial institution accepts a certificate of existence and authority pursuant to this
section, the financial institution may open and administer the account in accordance with
the information set forth therein and shall not be liable for so doing, even if any such
information is inaccurate, unless the financial institution has actual knowledge of such
inaccuracy or knowledge sufficient to cause a reasonably prudent person to doubt the
accuracy of such information.

(d) Nothing in this section shall be construed to prohibit a financial institution from requesting
additional information or requiring other agreements in order to establish an account for an
entity, including, without limitation, a resolution, certificate of good standing, request for a
taxpayer identification number, entity agreements or documents or parts thereof evidencing
the existence of the entity or the authority of the person executing the certificate, and an
indemnification that is acceptable to the financial institution. No party may infer that the
financial institution relying on the certificate of existence has knowledge of the terms of the
entity’s documentation solely because it holds a copy of all or a part of the entity’s
documentation.

(e) Asused in this section:

(1) "Entity" means any government or governmental subdivision or agency, any domestic
or foreign corporation, limited liability company, general partnership, limited liability
partnership, joint venture, cooperative, association or other legal entity, whether
operated for profit or not-for-profit; and

(2) "financial institution™ means any federal- or state-chartered commercial bank, savings
and loan association or savings bank.

(f) This section shall be a part of and supplemental to the state banking code.

History: L. 2018, ch. 75, § 6; L. 2019, ch. 25, § 1; July 1.
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Article 7 - BANKING CODE; DEFINITIONS

K.S.A. 9-701. Definitions.

Unless otherwise clearly indicated by the context, the following words when used in the state
banking code, for the purposes of the state banking code, shall have the meanings respectively
ascribed to them in this section:

(@)

(b)

(©)

(d)
€)

(f)

"Bank or state bank"™ means a bank, savings and loan association or savings bank
incorporated under the laws of Kansas.

"Business of banking™ means receiving or accepting money on deposit, and may include the
performance of related activities that are not exclusive to banks, including paying drafts or
checks, lending money or any other activity authorized by applicable law. "Business of
banking" shall not include any activity conducted by a student bank.

"Trust company" means a trust company incorporated under the laws of Kansas and which
does not accept deposits.

"Commissioner" means the Kansas state bank commissioner.

"Executive officer" means a person who participates or has authority to participate, other
than in the capacity of a director, in major policymaking functions of the bank or trust
company, whether or not the officer has an official title, the title designates the officer as an
assistant or the officer is serving without salary or other compensation. The chairperson of
the board, the president, every vice president, the cashier, the secretary and the treasurer of
a company or bank are considered executive officers.

(1) A bank may, by resolution of the board of directors or by the bylaws of the bank or
trust company, exempt an officer from participation, other than in the capacity of a
director, in major policymaking functions of the bank or trust company if the officer
does not actually participate therein.

(2) The commissioner may make the determination that a person is an executive officer if
the commissioner determines that the criteria are met despite the existence of a
resolution allowed pursuant to this subsection.

"Demand deposit” means a deposit that:

(1) (A) Is payable on demand;

(B) is issued with an original maturity or required notice period of less than seven
days;

(C) represents funds for which the depository institution does not reserve the right to
require at least seven days' written notice of an intended withdrawal; or
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(D) represents funds for which the depository institution does reserve the right to
require at least seven days' written notice of an intended withdrawal; and

(2) is not also a negotiable order of withdraw account.

(3) "Demand deposit” does not include “time deposits"” or "savings deposits"” as defined in
this section.

"Time deposit," also known as a certificate of deposit, means a deposit that the depositor
does not have a right and is not permitted to make withdrawals from within six days after
the date of deposit unless the deposit is subject to an early withdrawal penalty of at least
seven days' simple interest on amounts withdrawn within the first six days after deposit. A
time deposit from which partial early withdrawals are permitted must impose additional
early withdrawal penalties for at least seven days' simple interest on amounts withdrawn
within six days after each partial withdrawal. If such additional early withdrawal penalties
are not contractually imposed, the account ceases to be a time deposit, but may become a
savings deposit if the account meets the requirements for a savings deposit.

"Savings deposit” means a deposit or account with respect to which the depositor is not
required by the deposit contract, but may at any time, be required by the depository
institution to give written notice of an intended withdrawal not less than seven days before
such withdrawal is made and that is not payable on a specified date or at the expiration of a
specified time after the date of deposit.

"Public moneys” means all moneys coming into the custody of the United States
government or any board, commission or agency thereof, and also shall mean all moneys
coming into the custody of any officer of any municipal or quasi-municipal or public
corporation, the state or any political subdivision thereof, pursuant to any provision of law
authorizing any such official to collect or receive the same.

"Municipal corporation” means any city incorporated under the laws of Kansas.

"Quasi-municipal corporation" means any county, township, school district, drainage
district, rural water district or any other governmental subdivision in the state of Kansas
having authority to receive or hold moneys or funds.

"Certificate of authority” means a certificate signed and sealed by the commissioner
evidencing the authority of a bank or trust company to transact a general banking or trust
business as provided by law.

"Trust business” means engaging in, or holding out to the public as willing to engage in, the
business of acting as a fiduciary for hire, except that no accountant, attorney, credit union,
insurance broker, insurance company, investment adviser, real estate broker or sales agent,
savings and loan association, savings bank, securities broker or dealer, real estate title
insurance company or real estate escrow company shall be deemed to be engaged in a trust
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company business with respect to fiduciary services customarily performed by those
persons or entities for compensation as a traditional incident to their regular business
activities.

"Community and economic development entity" means an entity that makes investments or
conducts activities that primarily benefit low-income and moderate-income individuals,
low-income and moderate-income areas, or other areas targeted by a governmental entity
for redevelopment, or would receive consideration as "qualified investments" under the
community reinvestment act pub. L. 95-128, title VIII, 91 stat. 1147, 12 U.S.C. § 2901 et
seq., and any state tax credit equity fund established pursuant to K.S.A. 74-8904, and
amendments thereto.

"Depository institution” means any state bank, national banking association, state savings
and loan or federal savings association, without regard to the state where the institution is
chartered or the state in which the institution's main office is located.

"Student bank™ means any nonprofit program offered by a high school accredited by the
state board of education, where deposits are received, checks are paid or money is lent for
limited in-school purposes.

"Stock bank™ means a bank that has an ownership structure represented by stock.
"Mutual bank™ means a bank that does not have an ownership structure represented by stock.

"Savings and loan association™ or "savings bank" means a bank that is required to have
qualified thrift investments that equal or exceed 65% of its portfolio assets, and its qualified
thrift investments are required to equal or exceed 65% of its assets on a monthly average
basis in nine out of every 12 months. For purposes of this subsection, "portfolio assets™ and
"qualified thrift investments” have the same meanings as in 12 U.S.C. 8 1467a, as amended.

History: L. 1947, ch. 102, § 1; L. 1970, ch. 61, 8 1; L. 1975, ch. 45, 8 1; L. 1976, ch. 54, § 1;
L. 1981, ch. 49, §1; L. 1983, ch. 46, 8 1; L. 1987, ch. 54, § 1; L. 1989, ch. 48, § 11; L. 1993,
ch. 31, §1; L. 1994, ch. 202, § 2; L. 1995, ch. 79, § 13; L. 1995, ch. 250, § 1; L. 2015, ch. 38,
8 22; L. 2016, ch. 54, § 3; L. 2018, ch. 75, § 7; July 1.

Revisor's Note: This section was also amended by L. 1995, ch. 31, § 1, but such amended version

was repealed by L. 1995, ch. 250, § 3.
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Article 8 - BANKING CODE; ORGANIZATION

K.S.A. 9-801. Incorporation; application; criteria for approval of application.

(@)

(b)
(©

(d)

€)

No bank or trust company shall be organized or incorporated under the laws of this state nor
transact either a banking business or a trust business in this state, until the application for
such bank's or trust company's incorporation and application for certificate of authority has
been submitted to and approved by the state banking board. The form for making any such
application shall be prescribed by the state banking board and any application made to the
state banking board shall contain such information as the state banking board shall require.

No private bank shall engage in the banking business in this state.

The state banking board shall not accept an application unless:

(1) The bank or trust company is organized by five or more persons who shall also be
stockholders of the proposed bank or trust company or parent company of the proposed

bank or trust company;

(2) at least five of the organizers are residents of the state of Kansas and at least those five
sign and acknowledge the articles of incorporation;

(3) the name selected for a bank is different from that of any other bank:
(A) Doing business in the same city or town; and
(B) within a 15-mile radius of the proposed location;

(4) the name selected for the trust company is different or substantially dissimilar from
any other trust company doing business in this state; and

(5) the articles of incorporation contain the names and addresses of the bank's or the trust
company's stockholders and the amount of common stock subscribed by each. The
articles of incorporation may contain such other provisions as are consistent with the
general corporation code.

Any bank or trust company may request an exemption from the commissioner from the
provisions of subsections (c)(3) and (c)(4).

If the state banking board shall determine any of the following factors unfavorably to the
applicants, the application may be denied.

(1) The financial standing, general business experience and character of the organizers and
incorporators;
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(2) the character, qualifications and experience of the officers of the proposed bank or trust
company;

(3) the public need for the proposed bank or trust company in the community wherein it
is proposed to locate the same and whether existing banks or trust companies are
meeting such need;

(4) the prospects for success of the proposed bank or trust company; and
(5) any other criteria the state banking board may require.

(f) The state banking board shall not make membership in any federal government agency a
condition precedent to the granting of the authority to do business.

(g) The state banking board may require fingerprinting of any officer, director, incorporator or
any other person of the proposed trust company related to the application deemed necessary
by the state banking board. Such fingerprints may be submitted to the Kansas bureau of
investigation and the federal bureau of investigation for a state and national criminal history
record check. The fingerprints shall be used to identify the person and to determine whether
the person has a record of arrests and convictions in this state or other jurisdictions. The
state banking board may use information obtained from fingerprinting and the criminal
history for purposes of verifying the identification of the person and in the official
determination of the qualifications and fitness of the persons associated with the applicant
trust company to be issued a charter. Whenever the state banking board requires
fingerprinting, any associated costs shall be paid by the applicant or the parties to the
application.

(h) Any final action of the state banking board approving or disapproving an application shall
be subject to review in accordance with the Kansas judicial review act.

(i) 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, the
commissioner is of the opinion that by reason of the loss of services in the community, an
emergency 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 an application for authority to do business from applicants
for the organization and establishment of a successor bank or trust company.

History: L. 1947, ch. 102, § 4; L. 1975, ch. 44, 8 5; L. 1977, ch. 45, 8 1; L. 1985, ch. 56, § 1;
L. 1989, ch. 48, § 12; L. 2015, ch. 38, § 23; L. 2016, ch. 54, § 4; July 1.

K.S.A. 9-802. Date of existence; transaction of business before authorization.

(@) The existence of any bank or trust company as a corporation shall date from the filing of the
bank's or trust company's articles of incorporation with the Kansas secretary of state's office
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from which time such bank or trust company shall have and may exercise the incidental
powers conferred by law upon corporations, except that no bank or trust company shall
transact any business except the election of officers, the taking and approving of official
bonds, the receipts of payment upon stock subscriptions and other business incidental to
their organization, until such bank or trust company has secured the approval of the state
banking board and the authorization of the commissioner to commence business.

The full amount of the common stock including the surplus and undivided profits as required
by the Kansas banking code shall be subscribed before the articles of incorporation are filed
with the Kansas secretary of state's office.

History: L. 1947, ch. 102, 8 5; L. 1989, ch. 48, § 13; L. 2015, ch. 38, § 24; L. 2016, ch. 54, § 5;
July 1.

K.S.A. 9-803. Renewal and extension of corporation; lapse in authority or existence.

(@)

(b)

Any bank with articles of incorporation that have lapsed, or hereafter shall lapse, may renew
and extend the bank's corporate existence in the manner provided by law and upon payment
of the requisite fees.

The acts of any bank or trust company with articles of incorporation that have lapsed or
terminated by the expiration of time and such bank's or trust company's corporate existence
is renewed and extended are hereby legalized and declared to be valid in the same manner
and to the same effect as though the banks and trust companies had been duly authorized at
all times since their organization.

History: L. 1947, ch. 102, § 6; L. 2015, ch. 38, § 25; L. 2016, ch. 54, § 6; July 1.

K.S.A. 9-804. Certificate of authority; examination; issuance.

(@)

(b)

Upon approval of an application to organize a bank or trust company with the state banking
board, such board shall cause to be made by and through the commissioner, a careful
examination and investigation concerning:

(1) The amount of moneys paid in for capital, surplus and undivided profits, the persons
that paid and the amount of capital stock owned in good faith by each stockholder;

(2) whether such bank or trust company has complied with the applicable provisions of
law; and

(3) any other criteria the commissioner may require.

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
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addresses of all stockholders, the amount of stock each subscribed and the amount paid in
by each.

(c) If the commissioner finds, after examination and investigation, that the bank or trust
company has been organized as provided by law, has complied with the provisions of law
and has secured the preliminary approval of the commissioner, if required by K.S.A. 9-
801(i), and amendments thereto, or upon the approval of the state banking board, the
commissioner shall issue a certificate showing that such bank or trust company has been
organized and capital has been paid in as required by law, and that the bank or trust company
is authorized to transact a general banking or trust business as provided by law.

History: L. 1947, ch. 102, § 7; L. 1977, ch. 45, § 2; L. 1989, ch. 48, § 14; L. 2015, ch. 38, § 26;
L. 2016, ch. 54, § 7; July 1.

K.S.A. 9-806. Failure to engage in business; reapplication required.

Any newly organized bank or trust company which did not begin business within 120 days after a
certificate of authority has been issued to such bank or trust company by the commissioner shall
not engage in the banking business or the business of a trust company without again obtaining a
certificate of authority from the commissioner.

History: L. 1947, ch. 102, 8 9; L. 2015, ch. 38, § 27; July 1.

K.S.A. 9-808. Stockholder vote for conversion to state bank; application to commissioner;
investigation; capital and name; stock for stock or property; powers continued; assets
transferred; same entity; divesture of unauthorized assets and liabilities.

(@) Any national bank, federal savings association or federal savings bank organized under the
laws of the United States and located in this state may become a state bank upon the
affirmative vote of not less than 2/3 of the institution's outstanding voting stock or voting
interests of members. Any national bank, federal savings association or federal savings bank
desiring to become a state bank shall apply to the commissioner for permission to convert
to a state bank and:

(1) Shall submit a transcript of the minutes of the meeting of the institution's stockholders
or voting interests of members showing approval of the proposed conversion;

(2) the name selected for the bank shall not be the name of any other bank:
(A) doing business in the same city or town; or
(B) within a 15-mile radius of the location of the converted institution. The name shall

be accepted or rejected by the commissioner, although any bank may request
exemption from the commissioner from this paragraph; and
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(3) provide any other information required in the application form prescribed by the
commissioner.

A federal savings association or federal savings bank operating in a mutual form and seeking
to become a stock bank must also convert to a stock form prior to converting to a state bank
and shall submit appropriate documentation to the commissioner to show that the
appropriate federal regulator has approved such mutual to stock conversion.

Upon receipt of each of the items required by this section the commissioner shall make or
cause to be made such investigation as the commissioner deems necessary to determine
whether:

(1) All state and federal requirements for a conversion have been satisfied;

(2) the conversion or the financial condition of the bank will not adversely affect the
interests of the depositors;

(3) the resulting state bank will have an adequate capital structure in accordance with
K.S.A. 9-901a et seq., and amendments thereto; and

(4) the competence, experience or integrity of the proposed management personnel
indicates that approving the conversion would be in the interest of the depositors of
the bank and in the interest of the public.

If the commissioner determines each of the matters in subsection (c) favorably, the
conversion shall be approved, and the commissioner shall issue a certificate of authority.
Upon issuance of a certificate of authority, the articles of incorporation, duly executed as
required by the Kansas corporate code, shall be filed with the Kansas secretary of state's
office.

In any conversion authorized by this section, the resulting state bank by operation of law
shall continue all trust functions being exercised by the national bank, federal savings
association or federal savings bank and shall be substituted for the national bank, federal
savings association or federal savings bank and shall have the right to exercise trust or
fiduciary powers created by any instrument designating the national bank, federal savings
association or federal savings bank, even though such instruments are not yet effective.

In any conversion authorized by this section, the resulting state bank shall succeed by
operation of law without any conveyance or transfer by the act of the national bank, federal
savings association or federal savings bank to all the actual or potential assets, real property,
tangible personal property, intangible personal property, rights, franchises and interests,
including those in a fiduciary capacity of the national bank, federal savings association or
federal savings bank and shall be subject to all of the liabilities of the national bank, federal
savings association or federal savings bank.
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In any conversion authorized by this section the corporate existence of the national bank,
federal savings association or federal savings bank shall be continued in the resulting state
bank, and the resulting state bank shall be deemed to be the identical corporate entity as the
national bank, federal savings association or federal savings bank.

Within a reasonable time after the effective date of the conversion, the resulting state bank
shall divest all assets and liabilities that do not conform to state banking laws and rules and
regulations. The length of this transition period shall be determined by the commissioner.

History: L. 1947, ch. 102, § 11; L. 1994, ch. 192, § 2; L. 2000, ch. 106, § 2; L. 2015, ch. 38,
§ 28; L. 2016, ch. 54, 8 8; L. 2018, ch. 75, § 8; L. 2019, ch. 25; § 2; July 1.

K.S.A. 9-809. Stockholder vote for conversion to national bank; copy of application to
commissioner.

(@)

(b)

(©

(d)

Any state bank may convert to a national bank, federal savings and loan association or
federal savings bank upon the affirmative vote of not less than 2/3 of the bank's outstanding
voting stock or members.

The state bank shall provide a copy of the application submitted to the comptroller of
currency to the commissioner within 10 days after the date the state bank applies for
approval to convert to a national banking association, federal savings and loan association
or federal savings bank from the office of the comptroller of the currency.

The state bank shall provide to the commissioner written notice of approval by the
comptroller of currency to convert to a national bank, federal savings and loan association
or federal savings bank within 10 days of receiving the approval.

Within 15 days following the issuance of a charter certificate to the bank by the comptroller,
the bank shall surrender its state certificate of authority or charter and shall certify in writing
that notice of the conversion has been given to the Kansas secretary of state's office.

History: L. 1947, ch. 102, 8 12; L. 1995, ch. 19, § 1; L. 2015, ch. 38, § 29; L. 2016, ch. 54, § 9;
L. 2018, ch. 75, § 9; July 1.

K.S.A. 9-811. Prohibition against nonbank banks; exceptions.

No financial institution with deposits insured by the federal deposit insurance corporation shall
conduct business in this state unless such institution:

(@)

Has the legal right to accept deposits that the depositor has the legal right to withdraw on
demand and to engage in the business of making commercial loans; or

Statutes — Page 17



(b)

2020 Kansas Banking Law Book

Is a national bank which engages only in credit card operations, does not accept demand
deposits or deposits that the depositor may withdraw by check or similar means for payment
to third parties or others, does not accept any savings or time deposits of less than $100,000,
maintains only one office that accepts deposits and does not engage in the business of
making commercial loans.

History: L. 1985, ch. 84, 8 1; L. 1991, ch. 46, § 2; L. 2015, ch. 38, § 30; L. 2016, ch. 54, § 10;
July 1.

K.S.A. 9-812. Bank change of name; approval required.

(@)

(b)

(©

(d)

)

(f)

No bank or trust company shall change its name until such name change has been submitted
to and approved by the commissioner.

The commissioner shall not approve the name selected for the bank if it is the name of any
other bank:

(1) Doing business in the same city or town; or

(2) within a 15-mile radius of any bank or branch bank.

The commissioner shall not approve the name selected for the trust company if it is the same
or substantially similar name of any other trust company doing business in the state of

Kansas.

Any bank or trust company may request exemption from the commissioner from subsection

(b) or (c).

Upon approval of such name change, the bank or trust company must notify and make the
necessary filings as may be required by the Kansas secretary of state's office.

Any bank or trust company authorized to do business pursuant to the state banking code
may use a name other than the name approved by the commissioner, provided:

(1) The bank or trust company must notify the commissioner, and the commissioner must
approve, any use of a name other than the name approved by the commissioner;

(2) the bank's or trust company's actual name is prominently displayed adjacent to any
other name displayed; and

(3) the bank or trust company continues to use the name approved by the commissioner in
all legally enforceable documents and memoranda.

History: L. 1986, ch. 53, 8 1; L. 2001, ch. 87, § 1; L. 2015, ch. 38, § 31; L. 2016, ch. 54, § 11;
July 1.
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K.S.A. 9-814. Change of place of business; application and approval process.

(@)

(b)

(©

(d)

€)

No bank or trust company organized under the laws of this state shall change the bank's or
trust company's place of business, from one city or town to another or from one location to
another within the same city or town, without prior approval. Any such bank or trust
company desiring to change the bank's or trust company's place of business shall file written
application with the office of the state bank commissioner in such form and containing such
information the commissioner shall require. Notice of the proposed relocation shall be
published in a newspaper of general circulation in the county where the main bank or trust
company is currently located and in the county to which the bank or trust company proposes
to relocate. The notice shall be in the form prescribed by the commissioner and at a
minimum shall contain the name and address of the applicant bank or trust company, the
address of the proposed new location and a solicitation for written comments. The notice
shall be published on the same day for two consecutive weeks and provide for a comment
period of not less than 10 calendar days after the date of the second publication. The
applicant shall provide proof of publication to the commissioner.

The commissioner shall examine and investigate the application. The commissioner shall
approve the application if it is found that:

(1) There is a reasonable probability of usefulness and success of the bank or trust
company in the proposed location;

(2) the applicant bank’s or trust company's financial history and condition is sound; and
(3) the name selected for the bank is different from that of any other bank:

(A) Doing business in the same city or town; and

(B) within a 15-mile radius of the proposed location; and

(4) the name selected for a trust company is different or substantially dissimilar from any
other trust company doing business in this state.

Any bank or trust company may request an exemption from the commissioner from the
provisions of subsection (b)(3) or (b)(4).

If the commissioner denies an application, the applicant shall have the right to a hearing
before the state banking board to be conducted in accordance with the Kansas administrative
procedure act. Any action of the state banking board pursuant to this section is subject to
review in accordance with the Kansas judicial review act.

Upon approval of such place of business change, the bank or trust company must notify and
make the necessary filings as may be required by the secretary of state's office.
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History: L. 2015, ch. 38, 8§ 9; L. 2016, ch. 54, § 12; July 1.

K.S.A. 9-815. Expenses of examination or investigation; payment; disposition of moneys
received.

(@)

(b)

(©)

Any applicant making application under article 8 of chapter 9 of the Kansas Statutes
Annotated, and amendments thereto, shall pay to the commissioner a fee in an amount
established pursuant to K.S.A. 2016 Supp. 9-1726, and amendments thereto, to defray the
expenses of the state banking board, commissioner or other designees in the examination
and investigation of the application.

The commissioner shall remit all moneys received under this section to the state treasurer
in accordance with the provisions of K.S.A. 75-4215, and amendments thereto. Upon receipt
of each such remittance, the state treasurer shall deposit the entire amount in the state
treasury to the credit of the bank investigation fund. The moneys in the bank investigation
fund shall be used to pay the expenses of the commissioner, or designee, in the examination
and investigation of such applications and any unused balance shall be transferred to the
bank commissioner fee fund.

Any members of the state banking board who make such an examination or investigation
shall be paid the sum of $35 per diem for the time the members actually are engaged in
performing duties as members of the state banking board and shall be compensated from
such funds all the actual and necessary expenses incurred in the performance of the
members' duties.

History: L. 2015, ch. 38, § 10; L. 2016, ch. 54, § 13; July 1.

K.S.A. 9-816. Bankers' bank; application for organization.

(@)

(b)

As used in this section, "bankers' bank” means a state bank which is owned exclusively,
except to the extent directors' qualifying shares are required by law, by other state banks,
federally chartered banks or a one-bank holding company and is organized to engage
exclusively in providing services for other state banks or federally chartered banks and the
banks' officers, directors and employees.

The state banking board may approve the application for the organization of a state bankers'
bank under the provisions of K.S.A. 9-801 et seq., and amendments thereto.

History: L. 2015, ch. 38, § 11; L. 2016, ch. 54, § 14; July 1.

Statutes — Page 20



2020 Kansas Banking Law Book

K.S.A. 9-817. Mutual banks; deposits and related powers.

(@)

(b)

(©)

(d)

€)

(f)

Subject to the terms of its articles of incorporation and bylaws, and rules and regulations of
the commissioner, a mutual bank may:

(1) Raise funds through deposit, share or other accounts, including demand deposit
accounts, hereafter referred to as "accounts"”; and

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

No mutual bank shall permit any overdraft, including an intra-day overdraft, on behalf of
an affiliate, or incur any overdraft in its account at a federal reserve bank or federal home
loan bank on behalf of an affiliate.

A mutual bank may require no less than a 14-day notice prior to payment of savings
accounts, if the articles of incorporation or bylaws of the bank or the rules and regulations
of the commissioner so provide.

If a mutual bank does not pay all withdrawals in full, subject to the right of the bank, where
applicable, to require notice, the payment of withdrawals from accounts shall be subject to
the provisions prescribed by the bank's articles of incorporation or bylaws or the rules and
regulations of the commissioner. Except as authorized in writing by the commissioner, any
mutual bank that fails to make full payment of any withdrawal when due shall be deemed
to be in an unsafe or unsound condition.

A depositor of a mutual bank shall be a voting member and shall have such ownership
interest in the bank as may be provided in the articles of incorporation and bylaws of the
bank.

The articles of incorporation and the bylaws of a mutual bank may provide that all borrowers
from the bank are members and, if so, shall provide for their rights and privileges.

(g) All savings accounts and demand accounts shall have the same priority upon liquidation.

(h) This section shall be a part of and supplemental to the state banking code.

History: L. 2018, ch. 75, § 1; July 1.
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Article 9 - BANKING CODE; CAPITAL STOCK AND STRUCTURE

K.S.A. 9-901a. Capital requirements.

(@) For purposes of this section:
(1) "Capital” means:

(A) For astock bank or trust company, the total of the aggregate par value of a bank's
or trust company's outstanding shares of capital stock, its surplus and its
undivided profits; and

(B) for a mutual bank, the total of the funds pledged by its members and its undivided
profits;

(2) "equity capital” means the total of common stock, preferred stock, surplus and
undivided profits less intangibles; and

(3) "total assets" means the total of all tangible bank assets as reported on the daily balance
sheet of the bank.

(b) (1) For stock banks organized on or after July 1, 2015, the minimum capital of a stock
bank at the time of organization shall be the greater of $3,000,000 or an amount equal
to 8% of the proposed bank's estimated deposits five years after its organization. The
capital shall be divided with 60% of the amount as the aggregate par value of
outstanding shares of capital stock, 30% as surplus and 10% as undivided profits.

(2) For trust companies organized on or after July 1, 2015, the minimum capital shall at
all times be $500,000. The capital shall be divided with 60% of the amount as the
aggregate par value of outstanding shares of capital stock, 30% as surplus and 10% as
undivided profits.

(3) For mutual banks organized on or after July 1, 2018, the founding members of the bank
must pledge funds at the time of organization the greater of $3,000,000 or an amount
equal to 8% of the proposed bank's estimated deposits five years after its organization.

(4) The state banking board may require that a bank or trust company have capital in
excess of the amounts specified in this subsection if the state banking board determines
that excess capital is necessary based on the character and qualifications of the
proposed board of directors and the nature of the business of the bank or trust company.

(c) The minimum capital of a bank or trust company organized pursuant to K.S.A. 9-801(j),
and amendments thereto, shall be determined by the commissioner, provided that the
successor bank has obtained deposit insurance from the federal deposit insurance
corporation or any successor.
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All banks shall maintain a capital ratio of at least 5% of equity capital to total assets at all
times.

Any bank that relocates its main office from one city to another pursuant to K.S.A. 2018
Supp. 9-814, and amendments thereto, shall have equity capital equal to the greater of
$3,000,000 or 8% of its estimated deposits five years after the relocation.

(1) The commissioner, in the commissioner's discretion, may approve a relocation with a
smaller equity capital amount if the bank can show that the circumstances surrounding
the relocation warrant consideration of a lesser amount and the safety of depositors
would not be impacted by requiring a lesser amount.

(2) If the main office relocation is part of an interchange of the main office with a branch
location that has been in operation for at least one year, this equity capital requirement
shall not apply.

Any national bank, federal savings association or federal savings bank which converts its
charter to a state bank pursuant to K.S.A. 9-808, and amendments thereto, shall have a
minimum capital ratio of 5% of equity capital to total assets at the time of its conversion.
The capital division requirements of subsection (b) shall not apply.

The commissioner may require that a bank or trust company have capital in excess of the
amounts specified in subsections (b) through (d) if the commissioner determines that excess
capital is necessary based on the character and qualifications of the proposed board of
directors and nature of the business of the bank or trust company.

Any bank that fails to meet the minimum capital ratio of 5% of equity capital to total assets
required by this section shall notify the commissioner within three business days. Upon
notice, the commissioner may require the bank to submit a written plan for restoring capital
approved by the commissioner.

History: L. 1975, ch. 44, § 7; L. 1976, ch. 55, § 1; L. 1986, ch. 55, § 2; L. 1987, ch. 54, § 2;
L. 1989, ch. 48, § 15; L. 2015, ch. 38, § 32; L. 2016, ch. 54, § 15; L. 2018, ch. 75, § 10; July 1.

K.S.A. 9-902. Par value of stock.

(@)

(b)

The common and preferred stock of any stock bank or trust company hereafter created shall
be divided into shares of $1 each, or any whole number multiple thereof. All subscriptions
to such stock shall be paid in cash and any bank or trust company may change the par value
of its shares to conform with this section.

Any stock bank or trust company may reduce the number of shares of common stock and
replace the shares of common stock with a like amount of shares of preferred stock, as long
as the total dollar amount of capital stock is not changed. In lieu of reducing the number of
shares of common stock, the stock bank may reduce the par value of the common stock and
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issue preferred stock with a par value that is equal to the amount of the reduction in the par
value of the common stock. When the preferred stock is retired, the par value of the common
shares shall be restored.

The requirements for a capital reduction pursuant to K.S.A. 9-904, and amendments thereto,
and the requirements for new issue of preferred stock pursuant to K.S.A. 9-908, and
amendments thereto, shall not apply to the circumstance described in this section.

History: L. 1947, ch. 102, § 15; L. 1965, ch. 74, § 1; L. 1969, ch. 60, § 1; L. 1989, ch. 48, § 16;
L. 2015, ch. 38, § 33; L. 2016, ch. 54, § 16; L. 2018, ch. 75, § 11, July 1.

K.S.A. 9-903. Transfer of stock; report to commissioner.

(@)

(b)

(©)

(d)

€)

The shares of stock of any stock bank or trust company shall be deemed personal property
and shall be transferred on the books of the bank or trust company in such manner as the
bylaws thereof may direct.

No transfer of stock shall be valid against the issuing stock bank or trust company so long
as the registered owner thereof shall be liable as principal debtor, surety or otherwise to the
stock bank or trust company on a matured, charged off or forgiven obligation. No dividend,
interest or profit shall be paid on such stock so long as the registered owner thereof is
indebted to the bank or trust company on a matured, charged off or forgiven obligation. All
such dividends or profits shall be retained by the stock bank or trust company and applied
to the discharge of any such obligations.

No stock shall be transferred on the books of any bank or trust company when the bank or
trust company is in a failing condition, or when its capital stock is impaired, except upon
approval of the commissioner.

The president or other chief executive officer of a bank or trust company shall report to the
commissioner within 10 days of the transfer of shares of stock on the books of the bank or
trust company if there is a transfer of:

(1) Shares of stock that results in the direct or indirect ownership by a stockholder or an
affiliated group of stockholders of 10% or more of the outstanding stock of the bank
or trust company; or

(2) additional shares of stock to stockholders or an affiliated group of stockholders who
own 10% or more of the outstanding stock of a bank or trust company.

If there is a transfer of shares of stock that results in the direct or indirect ownership by a
stockholder or an affiliate group of stockholders of 25% or more of the outstanding stock of
the bank or trust company, a change of control shall be filed pursuant to K.S.A. 9-1719 et
seq., and amendments thereto.
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History: L. 1947, ch. 102, 8 16; L. 1975, ch. 44, 8 8; L. 1988, ch. 59, 8 1; L. 1989, ch. 48, § 17,
L. 1996, ch. 175, § 11; L. 2015, ch. 38, § 34; L. 2016, ch. 54, 8 17; L. 2018, ch. 75, 8 12; July 1.
Revisor's Note: 2016 amendments contain no substantive change.

K.S.A. 9-904. Reduction of capital stock, when.

(@) With prior approval of the commissioner, a stock bank or trust company may reduce the
amount of its capital stock account. No such reduction shall be approved unless the
commissioner finds that:

(b)

@)

@)

(3)

(4)

()

(6)

The proposed reduction is necessary to provide greater operational flexibility to an
adequately capitalized, well-managed institution;

the proposed reduction does not result in or is not in furtherance of a reduction in the
institution's capital to an amount below the amount required by K.S.A. 9-901(a), and
amendments thereto;

the proposed reduction is not intended to delay, prevent or be in lieu of capital stock
impairment or a stockholder's assessment pursuant to K.S.A. 9-906, and amendments
thereto;

the proposed reduction poses no significant risk to the financial stability, safety or
soundness of the institution;

the bank's or trust company's surplus account will be increased in an amount equal to
the amount of the proposed reduction in the capital stock account, unless a waiver is
granted by the commissioner; and

a resolution approving the reduction has been adopted by the stockholders representing
2/3 of the voting stock of the bank or trust company.

Upon completion of the reduction, the stock bank or trust company shall file with the
commissioner a list of its stockholders and the amount of stock held by each.

(c) Whenever the capital stock of any stock bank or trust company shall be reduced as herein
provided, every stockholder, owner or holder of any stock certificate shall surrender the
same for cancellation and shall be entitled to receive a new certificate for such person's
proportion of the new stock. No dividends shall be paid to any such stockholder until the
old certificate is surrendered.

History: L. 1947, ch. 102, § 17; L. 1989, ch. 48, § 18; L. 1996, ch. 175, § 12; L. 2001, ch. 87,
8§ 2; L. 2015, ch. 38, § 35; L. 2016, ch. 54, § 18; L. 2018, ch. 75, § 13; July 1.
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K.S.A. 9-905. Increase of capital stock.

The capital stock of any stock bank or trust company may be increased. The president and cashier
shall forward a verified statement to the commissioner showing the amount of the increase, paid in
full, the names and addresses of the subscribers and the amount subscribed by each.

History: L. 1947, ch. 102, 8§ 18; L. 1989, ch. 48, § 19; L. 2015, ch. 38, § 36; L. 2018, ch. 75,
§ 14; July 1.

K.S.A. 9-906. Restoration of impaired capital.

(@)

(b)

(©)

(d)

Whenever it shall appear that the capital stock of any stock bank or trust company is
impaired, the commissioner shall notify the stock bank or trust company to restore the
capital stock within 90 days of receipt of such notice.

For purposes of this section, "impairment” means that charges or losses to the bank or trust
company's capital accounts have been sufficient to eliminate all of the bank or trust
company's allowance for loan and lease loss, undivided profits, surplus fund and any other
capital reserves and has brought the book amount of the capital stock below the par value
of the capital stock.

Within 15 days of receipt of the impairment notice from the commissioner, the board of
directors of the bank or trust company shall levy an assessment on the common stockholders
sufficient to restore the capital stock.

A bank or trust company may reduce its capital stock to the extent of the impairment, if
such reduction is conducted pursuant to the requirements of K.S.A. 9-904, and amendments
thereto.

History: L. 1947, ch. 102, 8 19; L. 1987, ch. 54, § 3; L. 2015, ch. 38, § 37; L. 2016, ch. 54, § 19;
L. 2018, ch. 75, § 15; July 1.

K.S.A. 9-907. Delinquent stockholders; public or private sale of stock.

(@)

(b)

Whenever any stockholder of a stock bank or trust company or an assignee of such
stockholder, fails to pay any assessment as required by K.S.A. 9-906, and amendments
thereto, the directors of the bank or trust company may sell the stock of such delinquent
stockholder, or so much of the stock as necessary, to satisfy the assessment and any related
incidental expenses within 120 days of the bank or trust company's receipt of impairment
notice.

The sale of stock of a delinquent stockholder may be either public or private. The bank or
trust company may sell the stock to any person paying the highest price, however, the price
shall not be less than the amount due upon the stock, including any incidental expenses. If
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the stock is sold at private sale and the price offered by any non-stockholder does not exceed
the highest bid of any stockholder, then such stock shall be sold to the stockholder. If the
stock is sold at a public sale, then notice of the public sale shall be published on the same
day for two consecutive weeks, in a newspaper of general circulation in the city or county
where the bank or trust company is located.

Any excess moneys realized from the sale of the stock shall be paid to the delinquent
stockholder, unless the stockholder is indebted to the bank or trust company. If the
stockholder has debt, then the excess may be retained by the bank or trust company as an
offset against the debt.

If no purchaser can be found for the stock at the public or private sale, the stock shall be
forfeited to the bank or trust company to be disposed of as the board of directors shall
determine within six months from the date of the public or private sale. If the stock cannot
be disposed of within six months, the bank or trust company may request permission from
the commissioner for additional time to dispose of the stock.

History: L. 1947, ch. 102, § 20; L. 1987, ch. 54, § 4; L. 2015, ch. 38, § 38; L. 2016, ch. 54, § 20;
L. 2018, ch. 75, § 16; July 1.

K.S.A. 9-908. Preferred stock.

(@)

(b)

Upon the affirmative vote of 2/3 of the voting shares of the common stock of a stock bank
or trust company, and with the prior approval of the commissioner, a stock bank or trust
company may issue preferred stock of one or more classes. The stockholders shall have a
meeting to vote on the issuance of preferred stock. Notice of this meeting shall be given to
all stockholders at least five days in advance of the date of the meeting by registered or
certified mail, or electronically pursuant to the uniform electronic transactions act, K.S.A.
16-1601 et seq., and amendments thereto.

No preferred stock 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.

History: L. 1947, ch. 102, § 21; L. 1975, ch. 44, 8 9; L. 1989, ch. 48, § 20; L. 2001, ch. 87, § 3;
L. 2015, ch. 38, § 39; L. 2018, ch. 75, § 17; L. 2019, ch. 25, § 3; July 1.

K.S.A. 9-909. Preferred stock; rights and immunities of holders.

The holders of preferred stock shall not be liable for assessments to restore any impairment in the
capital stock of a bank or trust company.

No dividends shall be declared or paid on common stock until all cumulative dividends, if any, on
the preferred stock shall have been paid. If the bank or trust company is dissolved or placed in
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liquidation no payments shall be made to the holders of common stock until the holders of the
preferred stock are first paid in full for any sums due upon the preferred stock.

History: L. 1947, ch. 102, § 22; L. 1975, ch. 44, § 10; L. 1989, ch. 48, § 21; L. 1993, ch. 14, § 1;
L. 2015, ch. 38, § 40; July 1.

K.S.A. 9-910. Dividends from capital stock prohibited; how current dividends paid.

No dividends shall be paid from the capital stock account of a stock bank or trust company. The
current dividends of any stock bank or trust company or of any mutual bank shall be paid from
undivided profits after deducting losses. These losses are determined by using generally accepted
accounting principles at the time of making the dividend.

History: L. 1947, ch. 102, § 23; L. 1989, ch. 48, § 22; L. 1990, ch. 55, § 1; L. 2015, ch. 38, § 41;
L. 2018, ch. 75, § 18; July 1.

K.S.A. 9-911. Declarations of dividends.

(@) The directors of any stock bank or trust company or of any mutual bank may declare cash
dividends only from undivided profits. For a stock bank, before paying this dividend, the
directors shall ensure that the surplus fund equals or exceeds the capital stock account. If
the surplus fund is less than the capital stock account, the directors shall transfer 25% of the
net profits of the bank or trust company, since the last preceding dividend from undivided
profits to the surplus fund, except no additional transfers shall be required once the surplus
fund equals the capital stock account.

(b) The directors of any bank or trust company may not declare or pay an asset dividend, other
than cash dividends allowed pursuant to subsection (a), without prior approval from the
commissioner.

History: L. 1947, ch. 102, § 24; L. 1989, ch. 48, § 23; L. 2015, ch. 38, § 42; L. 2018, ch. 75,
§19; July 1.

K.S.A. 9-912. Surplus account; stock dividends from reduction.

(@) Any losses sustained by a bank or trust company in excess of its undivided profits may be
charged to its surplus fund.

(b) Any stock bank or trust company, after receiving approval from the commissioner, may
declare a stock dividend from its surplus fund, but no dividend shall reduce the surplus fund
to an amount less than 30% of the resulting total capital.
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(¢) Any bank or trust company may reduce its surplus account with permission of the
commissioner.

History: L. 1947, ch. 102, § 25; L. 1975, ch. 44, § 11; L. 1989, ch. 48, § 24; L. 2001, ch. 87, § 4;
L. 2015, ch. 38, § 43; L. 2018, ch. 75, § 20; July 1.
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Article 11 — BANKING CODE; POWERS

K.S.A. 9-1101. General powers.

(@) Any bank hereby is authorized to exercise by its board of directors or duly authorized
officers or agents, subject to law, the following powers:

(1) To receive and to pay interest on deposits. The commissioner, with approval of the
state banking board, may by rules and regulations fix maximum rates of interest to be
paid on deposit accounts other than accounts for public moneys;

(2) to buy, sell, discount or negotiate domestic currency, gold, silver, foreign currency,
bullion, commercial paper, bills of exchange, notes and bonds. Foreign currency shall
not be bought, sold, discounted or negotiated for investment purposes;

(3) to make all types of loans, subject to the loan limitations contained in the state banking
code;

(4) (A) tobuy and sell:

(i) Bonds, securities or other evidences of indebtedness, including temporary
notes, of the United States of America;

(if) bonds, securities or other evidences of indebtedness, including temporary
notes, fully guaranteed, directly or indirectly, by the United States of
America; or

(iii) general obligation bonds of any state of the United States of America or any
municipality or quasi-municipality thereof.

(B) No bank shall invest in bonds, securities or other evidences of indebtedness in
excess of 15% of capital stock paid in and unimpaired and the unimpaired surplus
fund of such bank if:

(i) The direct and overlapping indebtedness of such municipality or quasi-
municipality is in excess of 10% of its market value, excluding therefrom all
valuations on intangibles and homestead exemption valuation; or

(if) any bond, security, or evidence of indebtedness of any such municipality or
quasi-municipality that has been in default in the payment of principal or
interest within 10 years prior to the time that any bank acquires any such
bonds, security or evidence of indebtedness;

(5) to buy and sell investment securities which are evidences of indebtedness limited to
buying and selling without recourse marketable obligations evidencing indebtedness
of any state or federal agency, including revenue bonds issued pursuant to K.S.A. 76-
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6al5, and amendments thereto, or the state armory board in the form of bonds, notes
or debentures or both. The total amount of such investment securities of any one
obligor or maker held by such bank shall at no time exceed 25% of the capital stock,
surplus, undivided profits, 100% of the allowance for loan and lease loss, capital notes
and debentures and reserve for contingencies of such bank, except that this limit shall
not apply to obligations of the United States government or any agency thereof;

to buy and sell investment securities which are evidences of indebtedness limited to
buying and selling without recourse marketable obligations evidencing indebtedness
of any person, copartnership, association or corporation. The total amount of such
investment securities of any one obligor or maker held by such bank shall at no time
exceed 25% of the capital stock surplus, undivided profits, 100% of the allowance for
loan and lease loss, capital notes and debentures and reserve for contingencies of such
bank;

to subscribe to, buy, hold and sell stock of:

(A) The federal national mortgage association in accordance with the national
housing act;

(B) the federal home loan mortgage corporation in accordance with the federal home
loan mortgage corporation act;

(C) the federal agricultural mortgage corporation, provided no bank'’s investment in
such corporation shall exceed 5% of the bank's capital stock, surplus and
undivided profits; and

(D) a federal home loan bank. Any bank may also become a member of a federal
home loan bank;

to subscribe to, buy and own stock in one or more small business investment
companies in Kansas as otherwise authorized by federal law, except that in no event
shall any bank acquire shares in any small business investment company if, upon the
acquisition, the aggregate amount of shares in small business investment companies
then held by the bank would exceed 5% of the bank’s capital and surplus;

to subscribe to, buy and own stock in any agricultural credit corporation or livestock
loan company, or its affiliate, organized pursuant to the provisions of the laws of the
United States providing for the information and operation of agricultural credit
corporations and livestock loan companies, in an amount not exceeding either the
undivided profits or 10% of the capital stock and surplus and undivided profits from
such bank, whichever is greater;

to buy, hold and sell any type of investment securities not enumerated in this section
with approval of the commissioner and upon such conditions and under such
regulations as are prescribed by the state banking board;
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to act as escrow agent;

to subscribe to, acquire, hold and dispose of stock of a corporation the purpose of
which is to acquire, hold and dispose of loans secured by real estate mortgages, and to
acquire, hold and dispose of the debentures and capital notes of such corporation. No
bank's investment in such stock, debentures and capital notes shall exceed 2% of its
capital stock, surplus and undivided profits;

to purchase and sell securities and stock without recourse solely upon the order, and
for the account, of customers;

to subscribe to, acquire, hold and dispose of any class of stock, debentures and capital
notes of MABSCO agricultural services, inc. or any similar corporation the purpose of
which is to acquire, hold and dispose of agricultural loans originated by Kansas banks.
No bank's investment in such stock, debentures and capital notes shall exceed 2% of
its capital stock, surplus and undivided profits;

to engage in financial future contracts on United States government and agency
securities subject to such rules and regulations as the commissioner may prescribe
pursuant to K.S.A. 9-1713, and amendments thereto, to promote safe and sound
banking practices;

to subscribe to, buy and own stock in a bankers' bank organized under the laws of the
United States, this state or any other state, or a one bank holding company which owns
or controls such a bankers' bank, except no bank's investment in such stock shall
exceed 10% of its capital stock, surplus and undivided profits;

to buy, hold and sell shares of an open-end investment company in a manner consistent
with the parameters outlined by the office of the comptroller of the currency in banking
circular 220, as such circular was issued on November 21, 1986;

subject to the prior approval of the commissioner and subject to such rules and
regulations as are adopted by the commissioner pursuant to K.S.A. 9-1713, and
amendments thereto, to promote safe and sound banking practices, a bank may
establish a subsidiary which engages in the following securities activities:

(A) Selling or distributing stocks, bonds, debentures, notes, mutual funds and other
securities;

(B) issuing and underwriting municipal bonds;
(C) organizing, sponsoring and operating mutual funds; or

(D) acting as a securities broker-dealer;
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(19) to subscribe to, buy and own stock in an insurance company incorporated prior to 1910,
under the laws of Kansas, with corporate headquarters in this state, which only
provides insurance to financial institutions. The investment in such stock shall not
exceed 2% of the bank's capital stock, surplus and undivided profits;

(20) to purchase and hold an interest in life insurance policies and, to the extent applicable,
to purchase and hold an annuity in a manner consistent with the parameters outlined
in the interagency statement of the purchase and risk management of life insurance,
issued by the office of the comptroller of the currency, the board of governors of the
federal reserve system, the federal deposit insurance corporation and the office of the
thrift supervision on December 7, 2004; and set out in the respective agencies'
issuances, including the federal deposit insurance corporation financial institution
letter 127-2004, effective December 7, 2004, subject to the following limitations:

(A)

(B)

(©)

(D)

The cash surrender value of any life insurance policy or policies underwritten by
any one life insurance company shall not at any time exceed 15% of the total of
the bank’s capital stock, surplus, undivided profits, 100% of the allowance for
loan and lease losses, capital notes and debentures and reserve for contingencies,
unless the bank has obtained the prior approval of the commissioner;

the cash surrender value of life insurance policies, in the aggregate from all
companies, cannot at any time exceed 25% of the total of the bank's capital stock,
surplus, undivided profits, 100% of the allowance for loan and lease losses,
capital notes and debentures and reserve for contingencies, unless the bank has
obtained the prior approval of the state bank commissioner;

the limitations set forth in subparagraphs (A) and (B) shall not apply to any life
insurance policy in place prior to July 1, 1993; and

for the purposes of subsections (a)(20)(A) and (a)(20)(B), intangibles, such as
goodwill, shall not be included in the calculation of capital;

(21) act as an agent and receive deposits, renew time deposits, close loans, service loans
and receive payments on loans and other obligations for any company which is a
subsidiary, as defined in K.S.A. 9-519, and amendments thereto, of the bank holding
company which owns the bank. Nothing in this subsection 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 terminates any agreement pursuant to this subsection shall within 30
days of the effective date of the agreement or termination provide written notification
to the commissioner which details all parties involved and services to be performed or
terminated,;

(22) to make loans to the bank's stockholders or the bank's controlling holding company
stockholders on the security of the shares of the bank or the bank's controlling bank
holding company, but loans on the security of the shares of the bank may occur only
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if the bank would have extended credit to such stockholder on exactly the same terms
without the bank shares pledged as collateral;

(23) to make investments in and loans to community and economic development entities as
defined in K.S.A. 9-701, and amendments thereto, subject to the limitations prescribed

by community reinvestment act pub. I. 95-128, title VIII, 91 Stat. 1147, 12 U.S.C. §
2901 et seq.;

(24) to participate in a school savings deposit program authorized under K.S.A. 9-1138,
and amendments thereto;

(25) with prior approval of the commissioner, to control or hold an interest in a financial
subsidiary.

(A) The financial subsidiary may engage in one or more of the following activities:

(i) Lending, exchanging, transferring, investing for others or safeguarding
money or securities;

(if) acting as agent or broker for purposes of insuring, guaranteeing or
indemnifying against loss, harm, damage, illness, disability, death or
providing annuities as agent or broker subject to the requirements of chapter
40 of the Kansas Statutes Annotated, and amendments thereto;

(iii) issuing or selling instruments representing interests in pools or assets
permissible for a bank to hold directly;

(iv) operating a travel agency; and
(v) activities that are financial in nature as determined by the commissioner.
(B) Such activities do not include:
(i) Insuring, guaranteeing or indemnifying against loss, harm, damage, illness,
disability, death or providing or issuing annuities the income of which is

subject to tax treatment under 26 U.S.C. § 72;

(ii) real estate development or real estate investment, except as otherwise
expressly authorized by Kansas law; or

(iii) any activity permitted for financial holding companies under 12 U.S.C. 8
1843(k)(4)(H) and (1).

(C) As used in subsection (a)(25), "control” means:

Statutes — Page 34



(26)

(27)

(28)

(29)

(30)

(31)

(32)

2020 Kansas Banking Law Book

(i) Directly or indirectly owning, controlling or having power to vote 25% or
more of any class of the voting shares of a financial subsidiary;

(ii) controlling in any manner the election of a majority of the directors or
trustees of the financial subsidiary; or

(iii) otherwise directly or indirectly exercising a controlling influence over the
management or policies of the financial subsidiary, as determined by the
commissioner;

to maintain and operate a postal substation on banking premises, in accordance with
the rules and regulations of the United States postal service. The bank may advertise
the services of the substation for the purpose of attracting customers to the bank and
receive income therefrom. The bank shall keep the books and records of the substation
separate from the records of other banking operations;

with prior approval of the commissioner, to invest in foreign bonds an amount not to
exceed 1% of the bank's capital stock and surplus as long as such bonds comply with
the form and definition of investment securities;

to act as an agent for any credit life, health and accident insurance, sometimes referred
to as credit life and disability insurance, and mortgage life and disability insurance in
connection with extensions of credit and only as a source of protection for such
extension of credit;

to act as agent for any fire, life or other insurance company authorized to do business
in this state at any approved office of the bank which is located in any place the
population does not exceed 5,000 inhabitants. Such insurance may be sold to existing
and potential customers of the bank regardless of the geographic location of the
customers;

to become a stockholder and member of the federal reserve bank of the federal reserve
district where such bank is located;

with prior approval of the commissioner, to acquire the stock of, or establish and
operate a subsidiary to acquire the stock of, another insured depository institution or
the holding company of the insured depository institution provided such acquisition is
incidental to a reorganization otherwise authorized by the law of this state and which
occurs nearly simultaneously with such acquisition;

with prior approval of the commissioner, to establish and operate a subsidiary for the
purpose of owning, holding and managing all or part of the bank's securities portfolio
provided the parent bank owns 100% of the stock of the subsidiary and the subsidiary
shall not own, hold or manage securities for any party other than the parent bank. The
subsidiary shall be subject to:
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(A) All banking laws and rules and regulations applicable to the parent bank unless
otherwise provided,;

(B) consolidation with the parent bank of pertinent book figures for the purpose of
applying all applicable statutory limitations including, but not limited to, capital
requirements, owning and holding real estate and legal lending limitations;

(C) examination and supervision by the commissioner, the cost and responsibility of
which will be attributable to the parent bank; and

(D) any additional terms or conditions required by the commissioner to address any
legal or safety and soundness concerns;

with prior approval of the commissioner, to establish or acquire operating subsidiaries
for the purpose of engaging in any activity which is part or incidental to the business
of banking as long as the parent bank owns at least 50% of the stock of the subsidiary.
The subsidiary shall be subject to:

(A) All banking laws and regulations applicable to the parent bank unless otherwise
provided:;

(B) consolidation with the parent bank of pertinent book figures for the purpose of
applying all applicable statutory limitations including, but not limited to, capital
requirements, owning and holding real estate and legal lending limitations;

(C) examination and supervision by the commissioner the cost and responsibility of
which will be attributable to the parent bank; and

(D) any additional terms or conditions required by the commissioner to address any
legal or safety and soundness concerns;

to invest in, without limitation, obligations of or obligations which are insured as to
principal and interest by or evidences of indebtedness that are fully collateralized by
obligations of the federal home loan banks, the federal national mortgage association,
the government national mortgage association, the federal home loan mortgage
corporation, the student loan marketing association and the federal farm credit banks;

any bank or trust company may invest in bonds or notes secured by mortgages which
in turn are insured or upon which there is a commitment to insure by the federal
housing administration, or any successor thereto, in debentures issued by the federal
housing administration or any successor, and in obligations of national mortgage
associations; and

to buy tax credits for certain historic structure rehabilitation expenditures pursuant to
K.S.A. 2018 Supp. 79-32,211, and amendments thereto. The total amount of such tax
credits held by a bank shall at no time exceed 25% of the capital stock, surplus,
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undivided profits, 100% of the allowance for loan and lease loss, capital notes and
debentures and reserve for contingencies of such bank.

(b) Any bank hereby is authorized to exercise by the bank's board of directors or duly authorized
officers or agents, subject to approval by the commissioner, any incidental power necessary
to carry on the business of banking.

History: L. 1947, ch. 102, § 30; L. 1949, ch. 110, § 1; L. 1955, ch. 64, 8§ 1; L. 1957, ch. 70, § 1,
L. 1957, ch. 71, §1; L. 1959, ch. 58, § 1; L. 1961, ch. 63, 8 1; L. 1965, ch. 75, § 1; L. 1967,
ch.69, 81; L.1969, ch. 61, 81; L. 1971, ch. 32, 81; L. 1973, ch. 44, 8 1; L. 1973, ch. 45, § 1;
L. 1975, ch. 44, § 12; L. 1982, ch. 50, § 1; L. 1983, ch. 46, § 2; L. 1984, ch. 49, §1; L. 1984,
ch. 48, § 4; L. 1985, ch. 56, § 2; L. 1985, ch. 57, 8 1; L. 1986, ch. 332, § 9; L. 1987, ch. 54, § 5;
L. 1988, ch. 59, §2; L. 1988, ch. 60, § 1; L. 1988, ch. 61, §1; L. 1988, ch. 62, § 1; L. 1991,
ch. 47,8 2; L. 1993, ch. 31, 8§ 2; L. 1994, ch. 202, § 1; L. 1995, ch. 19, § 4; L. 1995, ch. 250, § 2;
L. 1997, ch. 180, § 10; L. 2001, ch. 87, § 5; L. 2003, ch. 57, § 1; L. 2004, ch. 8, § 1; L. 2010,
ch. 29, §1; L. 2015, ch. 38, § 44; L. 2016, ch. 54, § 21; L. 2017, ch. 52, § 1; L. 2018, ch. 75,
§ 21; July 1.

Revisor's Note: This section was also amended by L. 1995, ch. 79, § 14 and L. 1995, ch. 33, § 1,
but such amended versions were repealed by L. 1995, ch. 250, § 3.

K.S.A. 9-1101a. Issuance of capital notes or debentures, when; limitations.

Upon approval of the stockholders owning 2/3 of the voting stock of the bank, the bank may issue
convertible or nonconvertible capital notes or debentures in such amounts and under such terms
and conditions as shall be approved by the commissioner, except that the principal amount of capital
notes or debentures outstanding at any time shall not exceed an amount equal to 100% of the bank's
paid-in capital stock plus 50% of the amount of its unimpaired surplus fund. Capital notes or
debentures which are by their terms expressly subordinated to the prior payment in full of all deposit
liabilities of the bank shall be considered as part of the unimpaired capital funds of the bank for
purpose of the computation of the bank's loan limit.

History: L. 1965, ch. 83, § 1; L. 2001, ch. 87, § 6; L. 2015, ch. 38, § 45; July 1.

K.S.A. 9-1102. Holding of real estate; limitations.

(@) Any bank or trust company may own, purchase, lease, hold, encumber or convey real
property, including any building or buildings necessary for the bank's or trust company's
accommodation in the transaction of its business. Real property shall be disposed of or
charged off the bank's or trust company's books not later than seven years after the real
property's intended use for bank or trust purposes ends. Before the end of the holding period,
a bank or trust company may request authorization from the commissioner to hold the real
property for an additional year. No bank or trust company shall be granted more than three
requests for additional time to hold any one parcel of real property.
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Any bank or trust company may own, purchase, lease, hold, encumber or convey certain
personal property necessary for the bank's or trust company's accommodation in the
transaction of such bank's or trust company's business.

The insurable tangible property of a bank or trust company shall be insured against loss.

Any bank may own all or part of the stock in a single trust company or safe deposit company
organized under the laws of the state of Kansas.

Any bank may own all of the stock in a corporation or limited liability company organized
under the laws of the state of Kansas, owning real estate, all or a part of which is occupied
or to be occupied by the bank or trust company.

A bank'’s or trust company's total investment or ownership at all times in any one or more
of the following shall not exceed 50% of the total of capital stock, surplus, undivided profits,
100% of the allowance for loan and lease loss, capital notes and debentures and reserve for
contingencies. For purposes of this subsection, intangibles, such as goodwill, shall not be
included in the calculation of capital. Any such excess shall be removed from the bank's or
trust company's books unless approval is granted by the commissioner:

(1) The book value of real estate plus all encumbrances thereon;
(2) the book value of furniture and fixtures;

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

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

(5) the book value of stock in a corporation organized under the laws of this state owning
real estate occupied by the bank or trust company and advances to such corporation
acquired or made after July 1, 1973, except that any real estate not necessary for the
accommodation of the bank's or trust company's business shall be disposed of or
charged off its books according to subsection (a).

Any bank or trust company may acquire or purchase real estate in satisfaction of any debts
due such bank or trust company, and may purchase real estate at judicial sales, subject to
the following:

(1) No bank or trust company shall bid at any judicial sale a larger amount than is
necessary to protect its debts and costs.

(2) No real estate or interest in oil and gas leasehold acquired in the satisfaction of debts
or upon judicial sales shall be carried as a book asset of the bank or trust company for
more than 10 years.
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(3) At the termination of the 10 years such real estate shall be charged off. The
commissioner may grant an extension not to exceed four years, if in the commissioner's
judgment, carrying the real estate as an asset for such extended period will be to the
advantage of the bank or trust company. Any such extensions issued shall be reviewed
by the commissioner on an annual basis.

No bank or trust company may buy and sell real estate as a business.

A bank may hold or sell any personal property coming into ownership of the bank in the
collection of debts. All such property, except legal investments, shall be sold within one
year of acquisition, provided a commercially reasonable sale can occur. If a commercially
reasonable sale cannot occur within one year, the commissioner may authorize a bank to
carry such property as a book asset for a longer period. The bank shall not carry such
property as a nonbook asset.

The time periods for holding real estate or other property shall begin when:
(1) The bank has received title or deed to the property;

(2) the property is in a redemption period following the bank's purchase at a judicial sale;
or

(3) the bank has actual control of the property.

With prior notification to the commissioner, any bank may operate a wholly owned
subsidiary corporation or limited liability company which holds and manages property
acquired through debt previously contracted. The subsidiary shall be subject to:

(1) All banking laws and rules and regulations applicable to the parent bank unless
otherwise provided,;

(2) consolidation with the parent bank of pertinent book figures for the purpose of
applying all applicable statutory limitations including, but not limited to, capital
requirements, owning and holding real estate and legal lending limitations;

(3) examination and supervision by the commissioner, the cost and responsibility of which
will be attributable to the parent bank; and

(4) any additional terms or conditions required by the commissioner to address any legal
or safety and soundness concerns.

(1) With prior approval of the commissioner, any bank may exchange such bank's
participation interest in real estate acquired or purchased in satisfaction of any debts
previously contracted for an interest in a corporation or limited liability company
which will manage, market and dispose of the real property. Prior to the exchange, the
bank's directors must:
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(A) Find and document that the exchange is in the best interest of the bank and would
improve the ability of the bank to recover, or otherwise limit, the bank’s loss on
real estate acquired through debts previously contracted;

(B) certify that the bank's loss exposure is limited, as a legal and accounting matter,
and that the bank does not have open-ended liability for the obligations of the
corporation or limited liability company;

(C) certify that the corporation or limited liability company agrees to be subject to the
supervision and examination by the commissioner; and

(D) ensure that the corporation or limited liability company complies with this section
and K.A.R. 17-11-17, including obtaining a current appraisal of the real estate.

A bank may not further exchange the bank's interest in the corporation or limited
liability company for an interest in any other real or personal property.

History: L. 1947, ch. 102, 8 31; L. 1971, ch. 32, § 2; L. 1973, ch. 45, § 2; L. 1975, ch. 44, § 13;
L. 1977, ch. 46, § 1; L. 1986, ch. 56, § 1, L. 1987, ch. 54, § 6; L. 1988, ch. 61, § 2; L. 1989,
ch. 48, § 25; L. 1990, ch. 56, § 1; L. 1994, ch. 78, 8 1; L. 2000, ch. 45, § 1; L. 2015, ch. 38, § 46;
L. 2016, ch. 54, § 22; L. 2017, ch. 52, § 2; July 1.

K.S.A. 9-1104. Limitation on loans and borrowing; determination of limits; compliance
with section; definitions.

(@) Definitions. As used in this section:

1)

@)

(3)

"Borrower" means an individual, sole proprietorship, partnership, joint venture,
association, trust, estate, business trust, corporation, limited liability company, not-for-
profit corporation, state government of the United States or a United States government
unit or agency, instrumentality or political subdivision thereof or any similar entity or
organization.

"Capital” means the total of capital stock, surplus, undivided profits, 100% of the
allowance for loan and lease loss, capital notes and debentures and reserve for
contingencies. Intangibles, such as goodwill, shall not be included in the definition of
capital when determining lending limits.

"Loan" means:

(A) A bank's direct or indirect advance of funds to or on behalf of a borrower based
on an obligation of the borrower to repay the funds;

(B) a contractual commitment to advance funds;
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(C) an overdraft;

(D) loans that have been charged off the bank's books in whole or in part, unless the
loan is unenforceable by reason of:

(i) Discharge in bankruptcy;

(ii) expiration of the statute of limitations;
(iii) judicial decision; or

(iv) the bank's forgiveness of the debt;

(E) any credit exposure to a borrower arising from a derivative transaction,
repurchase agreement, reverse repurchase agreement, securities lending
transaction or securities borrowing transaction between a bank and that borrower.

"Derivative transaction™ means any transaction that is a contract, agreement, swap,

warrant, note or option that is based in whole, or in part, on the value of any interest

in, or any quantitative measure or the occurrence of any event relating to, one or more
commodities, securities, currencies, interest or other rates, indices or other assets.

General lending limit rule. Subject to the provisions in subsections (d), (e) and (f), loans
to one borrower, including any bank officer or employee, shall not exceed 25% of a bank's
capital.

Calculation of the lending limit.

1)

@)

(3)

The bank'’s lending limit shall be calculated on the date the loan or written commitment
is made. The renewal or refinancing of a loan shall not constitute a new lending limit
calculation date unless new funds are advanced.

If the bank's lending limit increases subsequent to the origination date, a bank may use
the current lending limit to determine compliance when advancing funds. An advance
of funds includes the lending of money or the repurchase of any portion of a
participation.

If the bank's lending limit decreases subsequent to the origination date, a bank is not
prohibited from advancing on a prior commitment that was legal on the date the
commitment was made.

Exemptions.

@)

Overnight federal funds.
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(2) That portion of a loan which is continuously secured on a dollar for dollar basis by any
of the following will be exempt from any lending limit:

(A)

(B)

(©)

(D)

(E)

(F)

(G)

A guaranty, commitment or agreement to take over or to purchase, made by any
federal reserve bank or by any department, bureau, board, commission, agency or
establishment of the United States of America, including any corporation wholly
owned, directly or indirectly by the United States;

a perfected interest in a segregated deposit account in the lending bank. In the
case of a deposit which may be withdrawn in whole or in part, the bank shall
establish written internal procedures to prevent the release of the deposit;

a bonded warehouse receipt issued to the borrower by some other person;

treasury bills, certificates of indebtedness or bonds or notes of, or fully guaranteed
by, the United States of America or instrumentalities or agencies thereof;

general obligation bonds or notes of the state of Kansas or any other state in the
United States of America;

general obligation bonds or notes of any Kansas municipality or quasi-
municipality; or

a perfected interest in a repurchase agreement of United States government
securities with the lending bank.

(e) Special rules.

(1) The total liability of any borrower may exceed the general 25% limit by up to an
additional 10% of the bank’s capital. To qualify for this expanded limit:

(A)

(B)

(©)

The bank shall have as collateral a recorded first lien or liens on real estate
securing a portion of the borrower's total liability equal to at least the amount by
which the total liability exceeds the 25% limit;

the appraised value of the real estate shall equal at least twice the amount by
which the borrower's total liability exceeds the 25% limit; and

a portion of the borrower's total liability, equal to at least the amount by which
the total liability exceeds the 25% limit, shall amortize within 20 years by
regularly scheduled installment payments.

(2) That portion of any loan endorsed or guaranteed by a borrower will not be added to
that borrower's liability until the endorsed or guaranteed loan is past due 10 days.
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If the total liability of any shareholder owning 25% or more of any class of voting
shares, officers or directors will exceed $50,000, prior approval from the bank's board
of directors shall be noted in the minutes.

To the extent time deposits are insured by the federal deposit insurance corporation,
such deposits purchased by a bank from another financial institution shall not be
considered a loan to that financial institution and shall not be subject to the bank's
lending limit.

Third-party paper purchased by the bank will not be considered a loan to the seller
unless and until the bank has the right under the agreement to require the seller to
repurchase the paper.

Combination rules.

1)

)

(3)

General rule. Loans to one borrower will be attributed to another borrower and the
borrowers' total liability will be combined:

(A) When proceeds of a loan are to be used for the direct benefit of the other borrower,
to the extent of the proceeds so used; or

(B) when a common enterprise is deemed to exist between the borrowers.

Direct benefit. The proceeds of a loan to a borrower will be deemed to be used for
the direct benefit of another person and will be attributed to the other person when the
proceeds, or assets purchased with the proceeds, are transferred to another person,
other than in a bona fide arm's length transaction where the proceeds are used to
acquire property, goods or services.

Common enterprise. A common enterprise will be deemed to exist and loans to
separate borrowers will be aggregated:

(A) When the expected source of repayment for each loan or extension of credit is the
same for each borrower and neither borrower has another source of income from
which the loan, together with the borrower's other obligations, may be fully
repaid;

(B) when both of the following circumstances are present:

(i) Loans are made to borrowers that are related directly or indirectly through
common control, including where one borrower is directly or indirectly
controlled by another borrower. Common control means to own, control or
have the power to vote 25% or more of any class of voting securities or
voting interests or to control, in any manner, the election of a majority of the
directors or to have the power to exercise a controlling influence over the
management or policies of another person; and
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(if) substantial financial interdependence exists between or among the
borrowers. Substantial financial interdependence is deemed to exist when
50% or more of one borrower's gross receipts or gross expenditures, on an
annual basis, are derived from transactions with the other borrower. Gross
receipts and expenditures include gross revenues, expenses, intercompany
loans, dividends, capital contributions and similar receipts or payments; or

when separate persons borrow from a bank to acquire a business enterprise of
which those borrowers will own more than 50% of the voting securities or voting
interests, in which case a common enterprise is deemed to exist between the
borrowers for purposes of combining the acquisition loan.

An employer will not be treated as a source of repayment for purposes of
determining a common enterprise because of wages and salaries paid to an
employee.

Special rules for loans to a corporate group.

(A)

(B)

Loans by a bank to a borrower and the borrower's subsidiaries shall not, in the
aggregate, exceed 50% of the bank's capital. At no time shall loans to any one
borrower or to any one subsidiary exceed the general lending limit of 25%, except
as allowed by other provisions of this section. For purposes of this paragraph, a
corporation or a limited liability company is a subsidiary of a borrower if the
borrower owns or beneficially owns directly or indirectly more than 50% of the
voting securities or voting interests of the corporation or company.

Loans to a borrower and a borrower's subsidiaries that do not meet the test
contained in subsection (f)(4)(A) will not be combined unless either the direct
benefit or the common enterprise test is met.

Special rules for loans to partnerships, joint ventures and associations.

(A)

(B)

(©)

As used in this paragraph, the term "partnership” shall include a partnership, joint
venture or association. The term partner shall include a partner in a partnership or
a member in a joint venture or association.

General partner. Loans to a partnership are considered to be loans to a partner
if, by the terms of the partnership agreement, that partner is held generally liable
for debts or actions of the partnership.

Limited partner. If the liability of a partner is limited by the terms of the
partnership agreement, the amount of the partnership debt attributable to the
partner is in direct proportion to that partner's limited partnership liability.
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(D) Notwithstanding the provisions of subsections (f)(5)(B) and (f)(5)(C), if by the
terms of the loan agreement the liability of any partner is different than delineated
in the partnership agreement, for the purpose of attributing debt to the partner, the
loan agreement shall control.

(E) Loans to a partner are not attributed to the partnership unless either the direct
benefit or the common enterprise test is met.

(F) Loans to one partner are not attributed to other partners unless either the direct
benefit or common enterprise test is met.

(G) When a loan is made to a partner to purchase an interest in a partnership, both the
direct benefit and common enterprise tests are deemed to be met, and the loan is
attributed to the partnership.

(6) Notwithstanding the provisions of this subsection, the commissioner may determine,
based upon an evaluation of the facts and circumstances of a particular transaction,
that a loan to one borrower may be attributed to another borrower.

(g) The commissioner may order a bank to correct any loan not in compliance with this section
within 60 days. A violation of this section shall be deemed corrected if that portion of the
borrower's liability which created the violation could be legally advanced under current
lending limits.

History: L. 1947, ch. 102, 8 33; L. 1949, ch. 110, 8 2; L. 1951, ch. 120, § 1; L. 1975, ch. 44,
8 14; L. 1976,ch. 56,8 1; L. 1982, ch. 51,8 1; L. 1983, ch. 47,8 1; L. 1986, ch. 56, § 2; L. 1989,
ch. 49,8 1; L. 1990, ch.57,81; L.1994, ch. 50, 8 1; L. 1995, ch. 34,8 1; L. 1996, ch. 171, § 1;
L. 1997, ch. 180, § 11; L. 2012, ch. 94, 8 1; L. 2015, ch. 38, 8 47; L. 2016, ch. 54, § 23; L. 2017,
ch. 52, § 3; July 1.

K.S.A. 9-1107. Temporary borrowing by bank; limitation; exceptions.

(@) Any bank may borrow an amount not to exceed 100% of the bank's capital stock and surplus
for temporary purposes. The commissioner may authorize borrowing in excess of such
limitation.

(b) Any bank may borrow without limitation upon legal investment securities and rediscount
and endorse in good faith any of the bank’s negotiable notes without limitation.

(c) Any bank may borrow without limitation for purposes of investing in bonds issued pursuant
to K.S.A. 12-5219 et seq., and amendments thereto.

History: L. 1947, ch. 102, § 36; L. 1975, ch. 44, § 15; L. 1981, ch. 51, 8 1; L. 2015, ch. 38, § 48;
July 1.
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K.S.A. 9-1111. Branch banking; remote service units.

The general business of every bank shall be transacted at the place of business specified in the
bank’s certificate of authority and at one or more branch banks established and operated as provided
in this section. It shall be unlawful for any bank to establish and operate any branch bank or relocate
an existing branch bank except as hereinafter provided. Notwithstanding the provisions of this
section, any location at which a depository institution, as defined by K.S.A. 9-701, and amendments
thereto, receives deposits, renews time deposits, closes loans, services loans or receives payments
on loans or other obligations, as agent, for a bank pursuant to K.S.A. 9-1101(a)(25), and
amendments thereto, or other applicable state or federal law, or is authorized to open accounts or
receive deposits under K.S.A. 9-1101(a)(28), and amendments thereto, shall not be deemed to be a
branch bank:

(@) For the purposes of this section, the term "branch bank" means any office, agency or other
place of business located within this state, other than the place of business specified in the
bank's certificate of authority, at which deposits are received, checks paid, money lent or
trust authority exercised, if approval has been granted by the commissioner pursuant to
K.S.A. 9-1602, and amendments thereto;

(b)

establishment of a new branch bank or relocation of an existing branch banks [bank]:

@)

)

(3)

(4)

After first applying for and obtaining the approval of the commissioner, a bank
incorporated under the laws of this state may establish and operate one or more branch
banks or relocate an existing branch bank, anywhere within this state;

the application shall include the nature of the banking business to be conducted at the
proposed branch bank, the primary geographical area to be served by the proposed
branch bank, the personnel and office facilities to be provided at the proposed branch
bank and other information the commissioner may require;

the application shall include the name selected for the proposed branch bank. The name
selected for the proposed branch bank shall not be the name of any other bank or branch
bank:

(A) Doing business in the same city or town; or

(B) within a 15-mile radius of the proposed location, nor shall the name selected be
required to contain the name of the applicant bank. If the name selected for the
proposed branch bank does not contain the name of the applicant bank, the branch
bank shall provide in the public lobby of such branch bank, a public notice that it
is a branch bank of the applicant bank. Any bank may request exemption from
the commissioner from the provisions of this paragraph;

the application shall include proof of publication of notice that the applicant bank
intends to file or has filed an application to establish a branch bank or relocate an
existing branch bank. The notice shall be published in a newspaper of general
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circulation in the county where the applicant bank proposes to locate the branch bank.
The notice shall be in the form prescribed by the commissioner and at a minimum shall
contain the name and address of the applicant bank, the location of the proposed branch
and a solicitation for written comments. The notice shall be published on the same day
for two consecutive weeks and provide for a comment period of not less than 10 days
after the date of the second publication;

(5) upon receipt of the application, and following expiration of the comment period, the
commissioner may hold a hearing in the county in which the applicant bank seeks to
operate the branch bank. The applicant shall publish notice of the time, date and place
of such hearing in a newspaper of general circulation in the county where the applicant
bank proposes to locate the branch bank, not less than 10, nor more than 30, days prior
to the date of the hearing, and proof of publication shall be filed with the commissioner.
At any such hearing, all interested persons shall be allowed to present written and oral
evidence to the commissioner, or the commissioner's designee, in support of or in
opposition to the branch bank. Upon completion of a transcript of the testimony given
at any such hearing, the transcript shall be filed in the office of the commissioner;

(6) if the commissioner determines a public hearing is not warranted, the commissioner
shall approve or disapprove the application within 15 days after receipt of a complete
application, but not prior to the end of the comment period. If a public hearing is held,
the commissioner shall approve or disapprove the application within 60 days after
consideration of the complete application and the evidence gathered during the
commissioner's investigation. The period for consideration of the application may be
extended if the commissioner determines the application presents a significant
supervisory concern. The new branch or relocation shall only be granted if the
commissioner finds that:

(A) There is areasonable probability of usefulness and success of the proposed branch
bank; and

(B) the applicant bank's financial history and condition is sound,

(7) within 15 days after any final action of the commissioner approving or disapproving
an application, the applicant, or any adversely affected or aggrieved person that
provided written comments during the specified comment period, may request a
hearing with the state banking board. Upon receipt of a timely request, the state
banking board shall conduct a hearing in accordance with the provisions of the Kansas
administrative procedure act. Any decision of the state banking board is subject to
review in accordance with the Kansas judicial review act;

(c) upon the request of any bank proposing to relocate an existing branch less than one mile
from the existing location, the commissioner may exempt such bank from the requirements
of this section;
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any branch bank lawfully established and operating on the effective date of this act may
continue to be operated by the bank then operating the branch bank and by any successor
bank;

any bank location which has been established and is being maintained by a bank at the time
of the bank's merger into or consolidation with another bank or at the time the bank's assets
are purchased and the bank's liabilities are assumed by another bank may continue to be
operated by the surviving, resulting or purchasing and assuming bank;

any state bank or national banking association may provide and engage in banking
transactions by means of remote service units wherever located, which remote service units
shall not be considered to be branch banks. Any banking transaction effected by use of a
remote service unit shall be deemed to be transacted at a bank and not at a remote service
unit;

as a condition to the operation and use of any remote service unit in this state, a state bank
or national banking association, each hereinafter referred to as a bank, which desires to
operate or enable its customers to utilize a remote service unit must agree that such remote
service unit will be available for use by customers of any other bank or banks upon the
request of such bank or banks to share the use of the remote service unit and the agreement
of such bank or banks to share all costs, including a reasonable return on capital
expenditures incurred in connection with the remote service unit's development, installation
and operation. The owner of the remote service unit, whether a bank or any other person,
shall make the remote service unit available for use by other banks and their customers on
anondiscriminatory basis, conditioned upon payment of a reasonable proportion of all costs,
including a reasonable return on capital expenditures incurred in connection with the
development, installation and operation of the remote service unit. Notwithstanding the
foregoing provisions of this subsection, a remote service unit located on the property owned
or leased by the bank where the principal place of business of a bank, or branch bank of a
bank, is located need not be made available for use by any other bank or banks or customers
of any other bank or banks;

for purposes of this section, "remote service unit" means an electronic information
processing device, including associated equipment, structures and systems, through or by
means of which information relating to financial services rendered to the public is stored
and transmitted to a bank and which, for activation and account access, is dependent upon
the use of a machine-readable instrument in the possession and control of the holder of an
account with a bank or is activated by a person upon verifiable personal identification. The
term shall include "online” computer terminals which may be equipped with a telephone or
televideo device that allows contact with bank personnel and "offline” automated cash
dispensing machines and automated teller machines. Withdrawals by means of "offline"
systems shall not exceed $300 per transaction and shall be restricted to individual not
corporate or commercial accounts;
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(i) upon providing notice to the commissioner, any state bank may conduct loan production
activity at locations other than the place of business specified in the bank's certificate of
authority or approved branch banks.

(1) Loan production activity shall consist of the following:
(A) Soliciting, assembling or processing of credit information and loan applications;
(B) approval of loan applications; or

(C) loan closing activities, such as the execution of promissory notes and deeds of
trust.

(2) No customer shall be allowed to take actual receipt of the loan funds;

(j) upon providing notice to the commissioner, any state bank may conduct deposit production
activity at locations other than the place of business specified in the bank's certificate of
authority or approved branch banks provided there is no acceptance of actual deposits in
person or by drop box;

(k) upon providing notice to the commissioner, any state bank may provide any of the following
at a location other than the place of business specified in the bank's certificate of authority
without becoming a branch bank:

(1) Operate safe deposit boxes;
(2) sell travelers checks and saving bonds; and
(3) operate check cashing services so long as no actual account withdrawal occurs;

() any bank or trust company closing a branch bank, loan production office, deposit production
office or other location shall provide notice to the commissioner.

History: L. 1947, ch. 102, § 40; L. 1957, ch. 72, 8§ 1; L. 1967, ch. 70, § 1; L. 1973, ch. 46, 8 1;
L. 1975, ch. 43, 8 1; L. 1975, ch. 44, § 16; L. 1978, ch. 45, § 2; L. 1984, ch. 49, § 2; L. 1984,
ch. 50, § 1; L. 1984, ch. 48, § 5; L. 1986, ch. 57, § 8; L. 1986, ch. 58, 8 1; L. 1987, ch. 53, § 1,
L. 1990, ch. 58, §1; L. 1992, ch. 61, 81; L. 1994, ch. 51, §5; L. 1995, ch. 79, § 15; L. 1997,
ch. 180, § 12; L. 2001, ch. 87, § 7; L. 2010, ch. 17, § 26; L. 2015, ch. 38, § 49; L. 2016, ch. 54,
§ 24; July 1.

Revisor's Note: Section was also amended by L. 2015, ch. 33, § 8, but that version was repealed
by L. 2015, ch. 100, § 17.
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K.S.A. 9-1111b. Applications for branch banks; examinations and investigation fee;
disposition and use of fees.

A bank making application to the commissioner for approval of a branch bank shall pay to the
commissioner a fee, in an amount established pursuant to K.S.A. 2015 Supp. 9-1726, and
amendments thereto, to defray the expenses of the commissioner in the examination and
investigation of the application. The commissioner shall remit all amounts received under this
section to the state treasurer in accordance with the provisions of K.S.A. 75-4215, and amendments
thereto. Upon receipt of each such remittance, the state treasurer shall deposit the entire amount in
the state treasury to the credit of the bank investigation fund. The moneys in the bank investigation
fund shall be used only to pay the expenses of the board, commissioner or other designees in the
examination and investigation of such applications and any unused balance shall be transferred to
the bank commissioner fee fund.

History: L. 1973, ch. 46, 8 3; L. 1975, ch. 44, 8 17; L. 1986, ch. 57, 8 10; L. 1987, ch. 53, § 3;
L. 1992, ch. 62, 8 3; L. 2001, ch. 5, 8 41; L. 2001, ch. 167, 8 1; L. 2015, ch. 38, § 50; July 1.
Revisor's Note: Section was also amended by L. 2001, ch. 87, § 8, but that version was repealed
by L. 2001, ch. 167, § 16.

K.S.A. 9-1112. Unlawful transactions.

(@) No bank or trust company shall buy, sell or trade tangible property as a business or invest
in the stock of another bank or corporation, except as specifically authorized.

(b) Unless prior approval of the commissioner is granted, no bank or trust company shall sell,
give or purchase any instrument, contract, security or other asset or asset dividend to or
from:

(1) Any employee or to an employee's related interest;
(2) any director or to a director's related interest;
(3) the parent company; or

(4) asubsidiary of the parent company.

This paragraph shall not apply to assignment of loans and related security agreements to or
from a subsidiary of the bank's parent company.

(c) No bank shall acquire or make a loan on the bank's own shares of stock, or the stock of the
bank's parent company or a subsidiary of the bank's parent company, except as otherwise
specifically authorized.

(d) No bank shall give any preference to any depositor either by pledging any of the bank's
assets as collateral security or in any other manner, except:
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(1) As provided under the provisions of K.S.A. 9-1603, and amendments thereto; and

(2) the deposit of public moneys and funds in the custody of the federal court or any of
the court's officers may be secured as elsewhere provided in the state banking code or
as required by the federal court.

History: L. 1947, ch. 102, § 41; L. 1975, ch. 44, 8 18; L. 1981, ch. 52, § 1; L. 1985, ch. 56, § 3;
L. 1988, ch. 61, § 3; L. 1990, ch.59, 8§ 1; L. 1993, ch. 31, § 3; L. 2001, ch. 36, § 1; L. 2015,
ch. 38, 8 51; L. 2016, ch. 54, § 25; July 1.

K.S.A. 9-1114. Board of directors of bank or trust company; rules and requirements.

(@)

(b)

(©)

(d)

€)

()

(9)

(h)

The business of any bank or trust company shall be managed and controlled by such bank's
or trust company's board of directors.

The board shall consist of not less than five nor more than 25 members who shall be elected
by the stockholders at any regular annual meeting which shall be held on the date specified
in the bank'’s or trust company's bylaws. A majority of the directors shall be residents of this
state. Minutes shall be made of each stockholders' meeting of a bank or trust company. The
minutes shall show any action taken by the stockholders, including the election of all
directors.

If for any reason the meeting cannot be held on the date specified in the bylaws, the meeting
shall be held on a subsequent day within 60 days of the day fixed, to be designated by the
board of directors, or, if the directors fail to fix the day, by the shareholders representing 2/3
of the shares.

In all cases, at least 10 days' notice of the date for the annual meeting shall have been given
by first-class mail to the shareholders.

Any newly created directorship must be approved and elected by the shareholders in the
manner provided in the general corporation code. A special meeting of the shareholders may
be convened at any time for such purpose.

Any vacancy in the board of directors may be filled by the board of directors in the manner
provided in the general corporation code.

Any director of any bank or trust company who shall become indebted to such bank or trust
company on any judgment or whose indebtedness is charged off or forgiven shall forfeit
such person's position as director.

Within 15 days after the annual meeting the president or cashier of every bank and every
trust company shall submit to the commissioner a certified list of stockholders and the
number of shares owned by each. This list of stockholders shall be kept and maintained in
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the bank's or trust company's main office and shall be subject to inspection by all
stockholders during the business hours of the bank or trust company. The commissioner
may require the list to be filed using an electronic means.

Each director shall take and subscribe an oath to administer the affairs of such bank or trust
company diligently and honestly and to not knowingly or willfully permit any of the laws
relating to banks or trust companies to be violated. A copy of each oath shall be retained by
the bank or trust company in the bank's or trust company's records after the election of any
officer or director, for review by the commissioner's staff during the next examination. The
commissioner may require the oath to be filed using an electronic means.

Every bank and trust company shall notify the commissioner of any change in the chief
executive officer, president or directors, including in such bank's or trust company's report
a statement of the past and current business and professional affiliations of the new chief
executive officer, president or directors.

History: L. 1947, ch. 102, 8 43; L. 1957, ch. 73, 8 1; L. 1959, ch. 59, 8 1; L. 1975, ch. 44, § 19;
L. 1976, ch. 57, § 1; L. 1983, ch. 46, § 3; L. 1989, ch. 48, § 27; L. 1997, ch. 59, § 1; L. 2000,
ch. 106, § 4; L. 2002, ch. 7, 8 1; L. 2015, ch. 38, § 52; L. 2016, ch. 54, § 26; L. 2017, ch. 52, § 4;
July 1.

K.S.A. 9-1115. Officers of bank or trust company; election; term; bond; forfeiture of office.

(@)

(b)

(©

The board of directors may elect a chairperson and shall elect a president from its members
and shall elect one or more vice-presidents, a secretary and a cashier. The office of president
and cashier shall not be filled by the same person. Such officers shall hold their offices for
a term of not to exceed one year and until their successors are elected and qualified.

The board of directors shall require all officers and employees having the care or handling
of the funds of the bank or trust company to give a good and sufficient bond to be executed
by an approved corporate surety authorized to do business in this state. The amount and
form of the bond shall be approved by the board of directors of the bank or trust company.
The costs of such bonds shall be paid by the bank or trust company. Proof of current bond
coverage shall be provided to the commissioner.

Any officer of any bank or trust company who shall become indebted to such bank or trust
company on any judgment or whose indebtedness is charged off or forgiven shall forfeit the
office and the board of directors shall fill the vacancy.

History: L. 1947, ch. 102, § 44; L. 1961, ch. 64, 8§ 1; L. 1973, ch. 47, § 1, L. 1989, ch. 48, § 28;
L. 1992, ch. 33,81, L. 1996, ch. 31, § 1; July 1.
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K.S.A. 9-1116. Meetings of board; examination of records, funds and securities; minutes.

(@)

(b)

(©

The board of directors shall hold at least four regular meetings each year, at least one of
which shall be held during each calendar quarter. Minutes shall be made of each directors'
meeting of a bank or trust company and shall show any action taken by the directors.

In addition to other actions the board may take, the board shall take the following actions
and note the same in the minutes:

(1) Election of all officers, showing their titles and salaries;

(2) approval of all regular employee compensation;

(3) prior approval of all bonuses to elected officers and employees, if provided,;

(4) approval of all loans, including overdrafts. The board may establish a committee with
authority to approve loans. The board shall approve a report from the committee

summarizing all loans made since the board's last meeting;

(5) review and approval of the directors' examination or audit required under K.S.A. 9-
1116, and amendments thereto;

(6) annual approval of all bank policies;

(7) review of all state and federal regulatory examination reports received since the board's
last meeting;

(8) annual approval of fidelity bond and bank casualty insurance;
(9) approval of bank income and expenses and securities transactions;
(10) review and ratification of any committee reports; and

(11) approval of dividends and a review that the dividends are in compliance with K.S.A.
9-910, and amendments thereto.

In addition, the board of directors or an auditor selected by the board shall make a thorough
examination of the books, records, funds and securities held by the bank or trust company
at each of the quarterly meetings and the result of such examination shall be recorded in
detail. If the board selects an auditor, the auditor's findings shall be reported directly to the
board. In lieu of the required four quarterly examinations, the board of directors may accept
one annual audit by a certified public accountant or an independent auditor approved by the
commissioner.

History: L. 1947, ch. 102, § 45; L. 1967, ch. 71, § 1; L. 1970, ch. 62, § 1; L. 1975, ch. 44, § 20;
L. 1983, ch. 46, § 4; L. 1989, ch. 48, § 29; L. 2015, ch. 38, § 53; July 1.
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K.S.A. 9-1119. Certified checks, drafts or orders.

No officer or employee of any bank shall certify any check, draft or order drawn upon the bank
unless the maker or drawer of the instrument has moneys or funds equal to the amount of the check,
draft or order on deposit with such bank at the time the check, draft or order is certified. Any check,
draft or order so certified by any duly authorized officer or employee of any bank shall be shown
immediately upon the books of the bank.

History: L. 1947, ch. 102, § 48; L. 1989, ch. 48, § 32; L. 2015, ch. 38, § 54; July 1.
Revisor's Note: Similar provisions and penalties, see 9-2008.

K.S.A. 9-1121. Reproduction of records and papers; evidence.

Any bank or trust company or savings and loan associations may cause any or all records, files,
instruments, documents, or papers of any kind at any time in its custody, possession, or files to be
reproduced by a nonerasable optical image reproduction provided that additions, deletions or
changes to the original document are not permitted by the technology, or a photostatic, microfilm,
microcard, miniature photographic or other photographic process. Any reproduction so made shall
have the same force and effect as the original thereof, and shall be admitted in evidence before any
court or governmental commission, bureau, agency, or department equally with the original, and
without the necessity of proving inability to produce the original thereof.

History: L. 1951, ch. 124, 8 1; L. 1995, ch. 20, 8 1; July 1.

K.S.A. 9-1122. Closing of banks; business hours; emergencies.

(@) As used in this section:

(1) "Officers” means the person or persons designated by the board of directors of a bank
or trust company to act for the bank or trust company in carrying out the provisions of
this act or, in the absence of any such designation or of the officer or officers so
designated, the president or any other officer currently in charge of the bank or trust
company;

(2) "office" means any place at which a bank transacts business; and

(3) "emergency" means any condition or occurrence which may interfere physically with
the conduct of normal business operations at the offices of a bank or trust company or
which poses an imminent or existing threat to the safety or security of persons or
property, or both. An emergency may arise as a result of and any one or more of the
following, but is not limited to, fire, flood, earthquake, hurricane, tornado, wind, rain
or snow storm, labor strike by bank or trust company employees, power failure,
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transportation failure, interruption of communications facilities, shortage of fuel,
housing, food, transportation or labor, robbery or attempted robbery, actual or
threatened enemy attack, epidemic or other catastrophe, riot, civil commotion and
other acts of lawlessness or violence, actual or threatened.

A bank or trust company may remain closed on any one business day of every week or may
make a permanent change in the bank's or trust company's hours of business. The bank or
trust company shall post the resolution in a conspicuous place at the main office and all
branch locations of the bank or trust company at least 15 days in advance of any closing or
change in business hours. If the business day designated in any resolution regarding closing
is a legal public holiday, the bank or trust company may close on the business day preceding
or following the legal public holiday.

The officers of a bank or trust company may close the bank's or trust company's offices on
any day or days designated by proclamation of the president of the United States or the
governor or legislature of this state, as a day or days of mourning, rejoicing or other special
observance and on such other day or days of local or special observance in the reasonable
and proper exercise of their discretion the officers feel the bank or trust company should
observe. If the bank or trust company is closed pursuant to this subsection, the bank or trust
company shall give reasonable notice of the closing by posting a notice in a conspicuous
place at the main office and all branch locations of the bank or trust company and through
any other means the bank or trust company deems appropriate, including publication in a
newspaper of general circulation in the community, if time allows.

Whenever the officers of a bank or trust company are of the opinion that an emergency
exists, or is impending, which affects, or may affect, a bank's or trust company's offices, the
officers shall have the authority, in the reasonable and proper exercise of the officers'
discretion, to determine not to open such offices on any business or banking day or, if having
opened, to close such offices during the continuation of such emergency. The officers shall
notify the commissioner of the emergency, the closing, the duration and the subsequent
reopening within 48 hours of any such event, if practical. In no case shall such offices
remain closed for more than 48 consecutive hours, excluding other legal holidays, without
requesting and obtaining the approval of the commissioner.

Every day on which any bank or trust company shall remain closed pursuant to this section
shall be deemed a holiday for all of the purposes of chapter 84 of the Kansas Statutes
Annotated, and amendments thereto, and with respect to any bank or trust company business
of any character. No bank or trust company shall be required to permit access to the bank's
or trust company's safe, deposit vault or vaults on any such day. Where the terms of a
contract requires the payment of money or the performance of a condition on any such day
by, through, with or at any bank or trust company, then the payment may be made or
condition performed on the next business day with the same force and effect as if made or
performed in accordance with the terms of the contract. No liability or loss of rights of any
kind shall result from the delay.
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The posting of the notice provided for in this section shall be notice to everyone of the
closing or change in hours of the bank or trust company, and thereafter no liability shall be
incurred by the bank or trust company by reason of closing or changing the bank hours
pursuant to this section.

The provisions of this section shall be construed and applied as being in addition to, and not
in substitution for, or limitation of, any other law of this state or of the United States,
authorizing the closing of a bank or trust company or excusing the delay by a bank or trust
company in the performance of the bank's or trust company's duties and obligations because
of emergencies or conditions beyond the bank's or trust company's control or otherwise.

History: L. 1951, ch. 125, 8§ 1; L. 1971, ch. 33, § 1; L. 1996, ch. 175, § 13; L. 2015, ch. 38, § 55;
L. 2016, ch. 54, § 27; July 1.

K.S.A. 9-1123. Bank service corporations; definitions.

For the purposes of K.S.A. 9-1124 through 9-1127c, and amendments thereto:

(@)

(b)

(©)

The term "bank service company” means a corporation or limited liability company
organized to perform services authorized by this act, all of the capital stock of which is
owned by one or more state or national banks at least one of which is a state bank subject
to examination by the bank commissioner.

The term "invest" includes any advance of funds to a bank service company, whether by the
purchase of stock, the making of a loan or otherwise, except a payment for rent earned,
goods sold and delivered or services rendered prior to the making of such payment.

The term "depository institution” means a state or national bank, savings and loan
association, savings bank or credit union.

History: L. 1963, ch. 64, 8 1; L. 1984, ch. 48, § 10; L. 1989, ch. 48, § 33; L. 2015, ch. 38, § 56;
July 1.

K.S.A. 9-1124. Same; investment by banks; limitations.

No limitation or prohibition otherwise imposed by any provision of state law exclusively relating
to banks shall prevent any state bank or banks from investing not more than 10% of the paid-in and
unimpaired capital and unimpaired surplus in a bank service company. No bank shall invest more
than 5% of the bank's total assets in bank service companies.

History: L. 1963, ch. 64, § 2; L. 1984, ch. 48, § 11; L. 2015, ch. 38, § 57; L. 2016, ch. 54, § 28;
July 1.
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K.S.A. 9-1125. Same; unreasonable discrimination in providing services prohibited;
exceptions.

No bank service company shall unreasonably discriminate in the provision of any services
authorized under K.S.A. 9-1124 through 9-1127c, and amendments thereto, to any depository
institution that does not own stock in the service company on the basis of the fact that the
nonstockholding institution is in competition with an institution that owns stock in the bank service
company, except:

(@) It shall not be considered unreasonable discrimination for a bank service company to
provide services to a nonstockholding institution only at a price that fully reflects all of the
costs of offering those services, including the cost of capital and a reasonable return thereon;
and

(b) a bank service company may refuse to provide services to a nonstockholding institution if
comparable services are available from another source at competitive overall costs or if the
providing of services would be beyond the practical capacity of the service company. In any
action or proceeding to enforce the duty imposed by this section, or for damages for the
breach thereof, the burden shall be upon the bank service company to show such availability
or practical capacity.

History: L. 1963, ch. 64, § 3; L. 1984, ch. 48, § 12; L. 2015, ch. 38, § 58; July 1.

K.S.A. 9-1127a. Same; services which may be performed for depository institutions.

Without regard to the provisions of K.S.A. 9-1127b and 9-1127c, and amendments thereto, a state
bank may invest in a bank service company that performs, and a bank service company may
perform, the following services only for depository institutions:

(@) Check and deposit sorting and posting, computation and posting of interest and other credits
and charges;

(b) preparation and mailing of checks, statements, notices and similar items; or

(c) any other clerical, bookkeeping, accounting, statistical or similar functions performed for a
depository institution.

History: L. 1984, ch. 48, § 6; L. 2015, ch. 38, § 59; July 1.

K.S.A. 9-1127b. Same; services which may be provided by corporations; restrictions.

(@) A bank service company may provide to any person any service authorized by this section,
except that a bank service company shall not take deposits.
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Except with the prior approval of the commissioner, a bank service company shall not
perform the services authorized by this section in any state other than this state and all
shareholders of a bank service company shall be located in this state.

A bank service company in which a state bank is a shareholder shall perform only those
services that such state bank shareholder is authorized to perform under the law of this state
and shall perform such services only at locations in this state in which such bank shareholder
could be authorized to perform such services.

A bank service company in which a national bank is a shareholder shall perform only those
services that such national bank shareholder is authorized to perform under federal law and
shall perform such services only at locations in this state at which such national bank
shareholder could be authorized to perform such services.

A bank service company that has both national bank and state bank shareholders shall
perform only those services that may lawfully be performed by both the bank service
company's national bank shareholder or shareholders under federal law and the bank service
company's state bank shareholder or shareholders under the law of this state and shall
perform such services only at locations in this state at which both the bank service
company's state bank and national bank shareholders could be authorized to perform such
services.

Notwithstanding the other provisions of this section or any other provision of law, other
than the provisions of federal branching law and the branching law of this state regulating
the geographic location of banks to the extent that those laws are applicable to an activity
authorized by this subsection, a bank service company may perform at any geographic
location any service, other than deposit taking, that the board of governors of the federal
reserve system has determined, by regulation, to be permissible for a bank holding company
under section 4(c)(8) of the federal bank holding company act.

History: L. 1984, ch. 48, § 7; L. 2001, ch. 87, § 9; L. 2015, ch. 38, § 60; July 1.

K.S.A. 9-1127c. Same; investments in corporations performing certain services under 9-
1127b; approval required.

(@)

(b)

No state bank shall invest in the capital stock of a bank service company that performs any
service under K.S.A. 9-1127b(c), (d) or (e), and amendments thereto, without the prior
approval of the commissioner.

No state bank shall invest in the capital stock of a bank service company that performs any
service under authority of K.S.A. 9-1127b(f), and amendments thereto, and no bank service
company shall perform any activity under K.S.A. 9-1127b(f), and amendments thereto,
without the prior approval of the commissioner.
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In determining whether to approve or deny any application for prior approval under K.S.A.
9-1124 through 9-1127c, and amendments thereto, the commissioner is authorized to
consider the financial and managerial resources and future prospects of the bank or banks
and bank service company involved, including the financial capability of the bank to make
a proposed investment under this act, and possible adverse affects [effects] such as undue
concentration of resources, unfair or decreased competition, conflicts of interest or unsafe
or unsound banking practices.

In the event the commissioner fails to act on any application under this section within 90
days of the submission of a complete application, the application shall be deemed approved.

History: L. 1984, ch. 48, § 8; L. 2001, ch. 87, § 10; L. 2015, ch. 38, § 61; L. 2016, ch. 54, § 29;
July 1.

K.S.A. 9-1127d. Same; services performed for bank or subsidiary or affiliate; regulation
and examination by commissioner; rules and regulations.

(@)

(b)

Whenever a bank, or any subsidiary or affiliate of such bank that is subject to examination
by the state bank commissioner, causes to be performed for itself, by contract or otherwise,
any services authorized under this act on or off its premises:

(1) Such performance shall be subject to regulation and examination by the state bank
commissioner to the same extent as if such services were being performed by the bank
itself on its own premises; and

(2) the bank shall notify the state bank commissioner of the existence of the service
relationship within 30 days after the making of such service contract or the
performance of the service, whichever occurs first.

The state bank commissioner, with the approval of the state banking board, is authorized to
adopt such rules and regulations as may be necessary to administer and carry out the purpose
of this act and to prevent evasions thereof.

History: L. 1984, ch. 48, § 9; L. 2001, ch. 87, § 11; July 1.

K.S.A. 9-1127e. Same; investments by savings and loan associations and savings banks.

(@)

No savings and loan association or savings bank may make any investment under this
section if the association's aggregate outstanding investment in a service corporation would
exceed 3% of the association's assets. Not less than 1/2 of the investment permitted under
this section that exceeds 1% of the association's assets shall be used primarily for
community, inner city, and community-development purposes.

(b) This section shall be a part of and supplemental to the state banking code.
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History: L. 2018, ch. 75, § 2; July 1.

K.S.A. 9-1127f. Same; new activities with savings and loan associations; prior approval
required.

(@) A savings and loan association shall apply to the commissioner for approval at least 30 days

prior to acquiring, establishing or commencing new activity with an existing service
corporation and shall not engage in activity with the service corporation without the
commissioner's approval. The application shall include:

(1) A complete description of the saving [savings] and loan association's investment in the
service corporation;

(2) the proposed activities of the service corporation;
(3) the organizational structure and management of the service corporation;

(4) the relationship between the savings and loan association and the service corporation;
and

(5) any other information that the commissioner deems necessary to describe the proposal.

(b) A service corporation shall:

(©

(1) Be operated in a manner that demonstrates to the public that it maintains a separate
corporate identity from the applicant; and

(2) not commingle business transactions, accounts and records with a savings and loan
association.

In considering an application, the commissioner may:
(1) Limitasavings and loan association's investment in a service corporation; or

(2) refuse to permit any activity of a service corporation for supervisory, legal or safety
and soundness reasons.

(d) This section shall be a part of and supplemental to the state banking code.

History: L. 2018, ch. 75, § 3; July 1.
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K.S.A. 9-1127g. Same; permitted activities.

(@)

(b)

(©)

(d)

A service corporation may engage in any activity that a savings and loan association may
conduct directly.

A service corporation shall be subject to the commissioner's supervision as the savings and
loan association would be if it had conducted the activity itself.

If a service corporation fails to meet any of the requirements of this section, the savings and
loan association shall notify the commissioner. If the service corporation is unable to
comply with the requirements of this section within 90 days of its initial failure to meet such
requirements, the savings and loan association shall dispose of its investment in the service
corporation.

After a savings and loan association has received approval from the commissioner, a service
corporation may engage in the following:

(1) Business activities, when such activities are limited to financial documents, financial
clients or are generally financially related to:

(A) Accounting or internal or other auditing;

(B) advertising, market research and other marketing;

(C) clerical;

(D) consulting;

(E) courier,;

(F) data processing;

(G) data storage facilities operation and related services;

(H) personnel benefit program development or administration;

() printing and selling forms that require magnetic ink character recognition (MICR)
encoding;

(J) purchasing and distribution of office supplies, furniture and equipment;
(K) relocation of personnel,
(L) research studies and surveys;

(M) software development and systems integration; and
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(N) remote service unit operation, leasing, ownership or establishment;
(2) credit-related activities:

(A) Abstracting;

(B) acquiring and leasing personal property;

(C) appraising;

(D) collections;

(E) credit analysis;

(F) check or credit card guaranty and verification;

(G) acting as an escrow agent or trustee, under deeds of trust, including executing and
delivery of conveyances, reconveyances and transfers of title; and

(H) loan inspection;
(3) consumer services activities:

(A) Financial advice or consulting;

(B) foreign currency exchange;

(C) home ownership counseling;

(D) income tax return preparation;

(E) providing postal services;

(F) sales of stored value instruments;

(G) welfare benefit distribution;

(H) check printing and related services; and

(I) remote service unit operation, leasing, ownership or establishment;
(4) real estate-related service activities:

(A) Acquiring real estate for:
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(i) Prompt development or subdivision;
(if) construction of improvements;
(iii) resale or leasing to others for such construction of improvements; or

(iv) use as manufactured home sites, in accordance with a prudent program of
property development;

acquiring improved real estate or manufactured homes to be held for:

(i) Rental or resale;

(if) remodeling, renovating or demolishing and rebuilding for resale or rental; or
(iii) offices and related facilities of a stockholder of the service corporation;
maintaining and managing real estate; and

real estate brokerage for property owned by a savings and loan association or

savings bank that owns capital stock of the service corporation or in which the
service corporation otherwise invests;

securities, liquidity management and coin purchase activities:

(A)

(B)
(©)
(D)

Execution of transactions in securities on an agency or riskless principal basis
solely upon the order and for the account of customers or the provision of
investment advice. The service corporation must register with the securities and
exchange commission and office of the securities commissioner, as required by
applicable state and federal law and rules and regulations;

liquidity management;
issuing notes, bonds, debentures or other obligations of securities; and

purchase or sale of coins issued by the United States treasury;

investments in:

(A) Tax-exempt bonds used to finance residential real property for family units;

(B) tax-exempt obligations of public housing agencies used to finance housing

(©)

projects with rental assistance subsidies;

small business investment companies and new market venture capital companies
licensed by the United States small business administration;
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(D) rural business investment companies licensed by the U.S. department of
agriculture; and

(E) savings accounts of an investing savings and loan association;

community and economic development or public welfare investment activities that are
permissible under federal law;

establishing or acquiring a corporation that is recognized by the internal revenue
service as organized for charitable purposes under 26 U.S.C. 8 501(c)(3) of the internal
revenue code and making a reasonable contribution to capitalize it, provided that the
corporation engages exclusively in activities designed to promote the well-being of
communities in which the owners of the service corporation operate;

acting as an agent for or engaging in activities conducted on behalf of a customer, other
than on an as-principal basis; and

any activity reasonably incident to those listed in this subsection if the service
corporation engages in those activities.

(e) This section shall be a part of and supplemental to the state banking code.

History: L. 2018, ch. 75, § 4; July 1.

K.S.A. 9-1127h. Savings and loan service corporations; definitions.

As used in K.S.A. 2018 Supp. 9-1127e through 9-1127h, and amendments thereto:

(@) "Invest" means any investment in the capital stock, obligations or other securities, and any
advance of funds to a service corporation, including the purchase of stock, the making of a
loan or other such advance of funds. "Invest" does not include a payment for rent earned,
goods sold and delivered or services rendered prior to the making of such payment.

(b)

"Savings and loan service corporation” or "service corporation” means a corporation or
limited liability company organized under the laws of Kansas. The entirety of the capital
stock of a savings and loan service corporation shall be available for purchase only by
Kansas-chartered savings and loan associations, Kansas-chartered savings banks and
federally chartered savings and loan associations with home offices in Kansas. Kansas-
chartered and federally chartered savings and loan associations and Kansas-chartered and
federally chartered savings banks investing in a savings and loan service corporation shall
designate the savings and loan service corporation as a service corporation.

(c) This section shall be a part of and supplemental to the state banking code.
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History: L. 2018, ch. 75, § 5; July 1.

K.S.A. 9-1128. Deposits by banks or trust companies acting as fiduciaries or custodians for
fiduciaries of certain securities guaranteed by the United States or agencies thereof; rules
and regulations; records of ownership; certifications of deposit.

Notwithstanding any other provision of law, any bank or trust company when acting as fiduciary,
and any bank or trust company when holding securities as custodian for a fiduciary, is authorized
to deposit, or arrange for the deposit, with the federal reserve bank in its district of any securities
the principal and interest of which the United States or any department, agency or instrumentality
thereof has agreed to pay, or has guaranteed payment, to be credited to one or more accounts on the
books of said federal reserve bank in the name of such bank or trust company, to be designated
fiduciary or safekeeping accounts, to which account other similar securities may be credited. A
bank or trust company so depositing securities with a federal reserve bank shall be subject to such
rules and regulations with respect to the making and maintenance of such deposit as, in the case of
a state bank incorporated under the laws of this state, the state bank commissioner, and, in the case
of national banking associations, the comptroller of the currency, may from time to time adopt and
promulgate. Any such rules and regulations of the state bank commissioner shall be adopted and
promulgated in the manner provided by K.S.A. 9-1713, and amendments thereto. The records of
such bank or trust company shall at all times show the ownership of the securities held in such
account. Ownership of, and other interests in, the securities credited to such account may be
transferred by entries on the books of said federal reserve bank without physical delivery of any
securities. A bank or trust company acting as custodian for a fiduciary shall, on demand by the
fiduciary, certify in writing to the fiduciary the securities so deposited by such bank or trust
company with such federal reserve bank for the account of such fiduciary. A fiduciary shall, on
demand by any party to its accounting or on demand by the attorney for such party, certify in writing
to such party the securities deposited by such fiduciary with such federal reserve bank for its
account as such fiduciary.

History: L. 1974, ch. 43, § 1; July 1.

K.S.A. 9-1129. Same; application of act.

This act shall apply to all banks and trust companies acting as fiduciaries, and as custodians for
fiduciaries, on the effective date of this act or which thereafter may so act regardless of the date of
the instrument or court order by which they are appointed.

History: L. 1974, ch. 43, § 2; July 1.
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K.S.A. 9-1130. Retention of books and records; rules and regulations; destruction;
photographic reproduction; electronic recordation; confidentiality of records unaffected.

(@)

(b)

(©)

(d)

€)

Every bank and trust company shall retain such bank's and trust company's business records
for such periods as are or may be prescribed by or in accordance with the provisions of this
section.

Each bank and trust company shall retain permanently such bank's or trust company's:
(1) Minute books of the stockholders and directors;

(2) capital stock ledger and capital stock certificate ledger or stubs;

(3) general ledger or the record kept in lieu thereof;

(4) daily statements of condition; and

(5) all records which the commissioner shall, in accordance with the provisions of this
section, require to be retained permanently.

All other records of a bank or trust company shall be retained for such periods as the
commissioner shall prescribe, in accordance with the provisions of this section.

The commissioner shall, in accordance with the provisions of K.S.A. 9-1713, and
amendments thereto, adopt and promulgate rules and regulations classifying all records kept
by banks and trust companies, prescribing the period for which records of each class shall
be retained, and requiring to be kept such record of destruction of records as the
commissioner deems advisable. Such periods may be permanent or for a term of years. Prior
to the adoption, amendment or revocation of such rules and regulations the commissioner
shall consider:

(1) Actions and administrative proceedings in which the production of bank or trust
company records might be necessary or desirable;

(2) state and federal statutes of limitation applicable to such actions or proceedings;

(3) the availability of information contained in bank and trust company records from other
sources; and

(4) such other matters as the commissioner shall deem pertinent to the interest of
customers and shareholders of banks and trust companies and of the people of this state
having such records available.

Any bank or trust company may destroy any record which has been retained for the period
prescribed, in accordance with the terms of this section for retention of records of such
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bank's or trust company's class, and shall, after destroying such record, thereafter be under
no duty to produce such record.

In lieu of retention of the original records with the exception of the document or documents
creating the fiduciary relationship, any bank or trust company may cause any, or all, of such
bank's or trust company's records, and records at any time in the custody of such bank or
trust company, including those held by it as a fiduciary, to be photographed or otherwise
reproduced to permanent form. Any such photograph or reproduction shall have the same
force and effect as the original thereof and be admitted in evidence equally with the original.

Any bank or trust company may cause any, or all, transactions, information and data
occurring in the regular course of such bank's or trust company's operations to be recorded
and maintained by electronic means. When the electronic records of such transactions,
information and data are converted to writing, such writings shall constitute the original
records of such transactions, information and data and shall have the force and effect
thereof.

To the extent that the provisions of this section are not in contravention of any statute of the
United States or regulations promulgated thereunder, the provisions of this section shall
apply to all banks and trust companies doing business in this state.

Nothing in this section shall be construed to affect any duty of a bank or trust company to
preserve the confidentiality of their records.

History: L. 1975, ch. 44, § 3; L. 2015, ch. 38, § 62; L. 2016, ch. 54, § 30; July 1.

K.S.A. 9-1131. Repurchase agreements with pooled money investment board.

Each state bank, national bank and trust company located and doing business within the state of
Kansas is hereby authorized to enter into repurchase agreements with the pooled money investment
board under any statute authorizing the board to enter into such agreements.

History: L. 1982, ch. 339, § 1; April 29.

(@)

K.S.A. 9-1132. Personal liability of officers and directors, exceptions.

Except for persons who are executive officers, an officer or director of a bank or national banking
association shall have no personal liability to the bank, association or the bank's or association's
stockholders for monetary damages for breach of duty as an officer or director, except that such
liability shall not be eliminated for:

Any breach of the officer's or director's duty of loyalty to the bank, association or the bank's
or association's stockholders;
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(b) acts or omissions which constitute willful or gross and wanton negligent breach of the
officer's or director's duty of care;

(c) actsin violation of K.S.A. 9-910, 9-911 or 9-912, and amendments thereto; or
(d) any transaction from which the officer or director derived an improper personal benefit.

History: L. 1993, ch. 288, 8§ 1; L. 2015, ch. 38, 8§ 63; July 1.

K.S.A. 9-1133. Liability of officers and directors; actions; certain provisions applicable.

The provisions of K.S.A. 17-2268 and 17-5831, and amendments thereto, apply to an action brought
against a director or officer of an insured depository institution, regardless of whether the action
was filed before, on, or after May 20, 1993, unless the action was finally adjudicated before May
20, 1993. The provisions of this section shall not apply to executive officers as defined in K.S.A.
9-701 and 17-2268 and 17-5831, and amendments thereto.

History: L. 1994, ch. 334, 8 1; L. 2015, ch. 38, § 64; July 1.

K.S.A. 9-1134. Liability of officers and directors; severability.

If any provision of K.S.A. 9-1132 or 9-1133, or 17-2268 and 17-5831 and amendments thereto or
the application thereof to any person or circumstance is held invalid, such invalidity shall not affect
other provisions or applications of such statutes which can be given effect without the invalid
provision or application, and to this end the provisions of such statutes are declared to be severable.

History: L. 1994, ch. 334, 8 2; May 19.

K.S.A. 9-1136. Powers; authority to lease certain personal property; definitions.

In addition to powers and limitations conferred or imposed on any bank by K.S.A. 9-1101 and
amendments thereto, any bank is hereby 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 or convenient to do what is authorized by this section:

(@ (1) A bank may become the legal or beneficial owner of tangible personal property for the
purpose of leasing such property;

(2) to obtain an assignment of a lessor's interest in a lease of such property; or

(3) toincur obligations incidental to its position as the legal or beneficial owner and lessor
of the leased property;
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so long as each lease entered into by the bank is a net, full-payout lease
A bank may acquire specific property to be leased only after the bank has entered into either:

(1) A legally binding written agreement to lease the property on terms which comply with
this section; or

(2) a legally binding written agreement which indemnifies the bank against loss in
connection with its acquisition of the property.

In the event of the lessee's default, early termination of a lease or at the expiration of the
lease, the bank's interest in the property shall be liquidated or re-leased in accordance with
this section as soon as practicable, but in no case shall the off-lease property be carried on
the bank’s books for a period exceeding one year.

Each lease financing transaction entered into by the bank pursuant to this section shall be
considered a loan for the purposes of applying all legal lending limitations and prior
approval requirements contained in K.S.A. 9-1104 and amendments thereto.

For purposes of this section:

(1) (A) “Net lease” means a lease under which the bank will not, directly or indirectly,
provide or be obligated to provide for:

(i) The servicing, repair or maintenance of the leased property during the lease
term;

(ii) the purchasing of parts and accessories for the leased property, except that
improvements and additions to the leased property may be leased to the
lessee upon such lessee's request in accordance with the full-payout
requirements of this section;

(iii) the loan of replacement or substitute property while the leased property is
being serviced;

(iv) the purchasing of insurance for the lessee, except where the lessee has failed
to discharge a contractual obligation to purchase or maintain insurance; or

(v) the renewal of any license, registration or filing for the property unless such
action by the bank is necessary to protect the bank's interest as an owner or
financier of the property;

(B) if, in good faith, a bank believes there has been an unanticipated change in
conditions which threaten its financial position by significantly increasing its
exposure to loss, the provisions of (e)(1)(A) shall not prevent the bank:

Statutes — Page 69



@ A

(B)

2020 Kansas Banking Law Book

(i) As the owner and lessor under a net, full-payout lease, from taking
reasonable and appropriate action to salvage or protect the value of the
property of its interest arising under the lease;

(ii) as the assignee of a lessor's interest in a lease, from becoming the owner and
lessor of the leased property pursuant to its contractual right, or from taking
any reasonable and appropriate action to salvage or protect the value of the
property or its interest arising under the lease; or

(iii) from including any provisions in a lease, or from making any additional
agreements, to protect its financial position or investment in the
circumstances set forth in provisions (i) or (ii).

“Full-payout lease” means a lease from which the lessor can reasonably expect to
realize a return of its full investment in the leased property, plus the estimated
cost of financing the property over the term of the lease, from rentals, estimated
tax benefits and the estimated residual value of the property at the expiration of
the initial term of the lease.

Except as provided in subsection (f), the estimated residual value of the property
shall not exceed 25% of the original cost of the property to the lessor unless the
estimated residual value is guaranteed by a manufacturer, a lessee or a third party
not an affiliate of the bank and the bank properly documents that the guarantor
has the resources to meet the guarantee. In all cases both the estimated residual
value of the property and that portion of the estimated residual value relied upon
by the lessor to satisfy the requirements of a full-payout lease must be reasonable
in light of the nature of the leased property and all relevant circumstances so that
realization of the bank's full investment plus the cost of financing the property
depends primarily on the creditworthiness of the lessee and of any guarantor of
the residual value, and not on the residual market value of the leased property.

(F) Notwithstanding the limit on residual value contained in (e)(2)(B), the bank may enter into
lease financing transactions in which the residual value relied upon for realization of a return
of its full investment plus costs of financing exceeds 25% of the original cost of the property

provided:

(1) The lease financing transaction conforms with all other requirements of this section;

)
(3)

the lease financing transaction has a term in excess of 90 days;

the records relating to lease financing transactions entered into pursuant to this

provision are clearly segregated and specifically identified to distinguish them from

the records relating to lease financing transactions entered into pursuant to the other

provisions; and
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(4) the aggregate book value of all tangible personal property held for lease pursuant to
this subsection does not exceed 10% of the consolidated assets of the bank.

(g) This section shall not apply to any leases executed by a bank prior to the effective date of
this act. Any lease which was entered into in good faith prior to the effective date of this act
that does not comply with the provisions of this section may be renewed only if there is a
binding agreement in the expiring lease which requires the bank to renew the lease at the
lessee’s option, and the bank cannot otherwise reasonably or properly avoid its commitment
to renew. Except for those leases renewed pursuant to such a binding agreement, any prior
lease renewed after the effective date of this act shall be included for purposes of
determining compliance with the legal lending limitations contained in K.S.A. 9-1104 and
amendments thereto and subsection (d).

History: L. 1995, ch. 19, § 3; Mar. 9.

K.S.A. 9-1137. Compliance review committees; functions; confidentiality of certain
documents; definitions; exceptions.

(@) For the purposes of this section:

(1) “Bank” means a state chartered or federally chartered bank, trust company or bank
holding company as defined in K.S.A. 9-519, and amendments thereto, located in this
state;

(2) *“compliance review committee” means:

(A) An audit, loan review or compliance committee appointed by the board of
directors of a bank that functions to evaluate and seeks to improve loan
underwriting standards, asset quality, financial reporting to federal or state
regulatory agencies or compliance with federal or state statutory or regulatory
requirements; or

(B) any other person to the extent the person acts in an investigatory capacity at the
direction of a compliance review committee;

(3) “compliance review documents” means documents prepared for or created by a
compliance review committee;

(4) “loan review committee” means a person or group of persons who, on behalf of a bank,
reviews loans held by the institution for the purpose of assessing the credit quality of
the loans, compliance with the institution's loan policies and compliance with
applicable laws and regulations; or

(5) *“person” means an individual, group of individuals, board, committee, partnership,
firm, association, corporation or other entity.
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Except as provided in subsection (c):

(1) Compliance review documents are confidential and are not discoverable or admissible
in evidence in any civil action arising out of matters evaluated by the compliance
review committee; and

(2) compliance review documents delivered to a federal or state governmental agency
remain confidential and are not discoverable or admissible in evidence in any civil
action arising out of matters evaluated by the compliance review committee.

Subsection (b) does not apply to any information required by statute or rules and regulations
to be maintained by or provided to a governmental agency while the information is in the
possession of the governmental agency to the extent applicable law expressly authorizes
disclosure of such information.

This section may not be construed to limit the discovery or admissibility in any civil action
of any documents that are not compliance review documents.

History: L. 1995, ch. 35, § 1; L. 2015, ch. 38, § 65; L. 2016, ch. 54, § 31; July 1.

K.S.A. 9-1138. School savings deposit program; requirements; definitions.

(@)

(b)

(©

As used in this section:

(1) *“Accredited school” means any school operated by a public school district organized
under the laws of this state and any nonpublic school accredited by the state board of
education.

(2) “Board” means the board of education of a school district and the governing authority
of an accredited nonpublic school.

In order to encourage savings among school children, a bank may enter into a written
agreement with a board of an accredited elementary or secondary school to establish a
school savings deposit program. Such program shall be limited to the opening of accounts
and the periodic collection, by bank employees or school personnel, of deposits from school
children for deposit in such bank accounts.

No such program shall be implemented until the executed agreement and any information
deemed necessary has been submitted to the commissioner. If the commissioner determines
the agreement and proposed program primarily promote educational objectives and the
purpose of this section, the commissioner shall provide the bank with written approval to
implement the program.
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(d) Any bank participating in such school savings deposit program shall have the bank's main
or branch office located in the same county as the participating school, or if no bank in the
county wants to participate in such program, then banks in any contiguous county may
participate.

History: L. 1997, ch. 180, 8 9; L. 2015, ch. 38, § 66; July 1.

K.S.A. 9-1140. Prohibiting branch banks in certain locations.

(@) No bank shall establish or maintain a branch in this state on the premises or property of an
affiliate if the affiliate engages in commercial activities.

(b) As used in this section:

(1) "Affiliate” means any company that controls, is controlled by, or is under common
control with another company.

(2) "Bank" shall have the meaning stated in 12 U.S.C. § 1813(a)(1).

(3) "Branch™ means any office, other than the place of business specified in the bank'’s
certificate of authority, at which deposits are received, checks paid, money lent or trust
authority exercised, if approval has been granted by the appropriate federal or state
supervisory agency.

(4) "Commercial activities" means activities in which a bank holding company, a financial
holding company, a national bank or a national bank financial subsidiary may not
engage under federal or state law.

(5) "Control" means the power directly or indirectly to direct the management or policies
of a bank or to vote 25% or more of any class of voting shares of a bank.

History: L. 2007, ch. 78, § 2; L. 2015, ch. 38, § 67; July 1.

K.S.A. 9-1141. Securing deposits for federally recognized Indian tribe.

Banks are hereby authorized to give security for the safekeeping and prompt payment of funds
deposited by any federally recognized Indian tribe.

History: L. 2015, ch. 38, § 13; July 1.
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K.S.A. 9-1142. Savings promotion; requirements; rules and regulations.

(@) A bank, savings bank, savings and loan association or credit union may conduct a savings
promotion in which promotion participants deposit money into a savings account or other
savings program in order to obtain entries and participate in the promotion, provided that
the bank, savings bank, savings and loan association or credit union:

@)

@)
(3)
(4)

()
(6)

(b) (1)

)

3)

Conducts the promotion in a manner so as to ensure that each entry has an equal chance
of winning the designated prize;

fully discloses the terms and conditions of the promotion to each of its account holders;
maintains records sufficient to facilitate an audit of the promotion;

ensures that only account holders 18 years of age and older are permitted to participate
in the promotion;

does not require any consideration; and

offers an interest rate and charges fees on any promotion-qualifying account that are
approximately the same as those on a comparable account that does not qualify for the
promotion.

The state bank commissioner is authorized to promulgate rules and regulations as
necessary to effectuate the provisions of this section pertaining to banks, savings banks
and savings and loan associations. Such rules and regulations shall be promulgated by
July 1, 2017.

The credit union administrator is authorized to promulgate rules and regulations as
necessary to effectuate the provisions of this section pertaining to credit unions. Such
rules and regulations shall be promulgated by July 1, 2017.

The state bank commissioner and credit union administrator shall collaborate in order
to promulgate rules and regulations affecting account holders that are consistent, other
than the type of institution to which they apply.

History: L. 2016, ch. 54, § 65; July 1.
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Article 12 - BANKING CODE; TRANSACTIONS

K.S.A. 9-1201. Application.

All of the provisions contained within article 12 of chapter 9 of the Kansas Statutes Annotated, and
amendments thereto, shall extend and apply to any national or state chartered bank that has a main
office or branch in this state.
History: L. 1947, ch. 102, 8§ 50; L. 1975, ch. 44, § 22; L. 1989, ch. 48, § 34; L. 2015, ch. 38,
§ 68; July 1.

K.S.A. 9-1204. Deposits of minors.

Any bank may receive deposits from minors or in the name of minors and pay the same upon the
order of such minors whether or not such minors are emancipated. Payments so made shall
discharge the bank from any further liability on the account.

History: L. 1947, ch. 102, 8 53; L. 2015, ch. 38, § 69; July 1.

K.S.A. 9-1205. Joint accounts.

Deposits may be made in the names of two or more persons, including minors, and funds on deposit
may be paid to any or all of the joint owners under the terms of the deposit contract. Payment to a
joint owner in accordance with the terms of the deposit contract shall be valid and sufficient release
and discharge to the bank for any payment so made.

History: L. 1947, ch. 102, 8 54; L. 2015, ch. 38, § 70; July 1.

K.S.A. 9-1206. Set off.

Any bank shall have the right to set off any obligation or claim which it has, when the same is
matured against any depositor.

History: L. 1947, ch. 102, 8 55; June 30.

K.S.A. 9-1207. Adverse claim to deposit.

An adverse claim to a bank deposit does not need to be paid out by the bank, unless and until either
the:

(@) Person making the claim supplies indemnity deemed adequate by the bank; or
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(b) bank is served with process or order issued by a court of competent jurisdiction in an action
in which the adverse claimant and the person or persons nominally entitled to the deposit
are parties.

History: L. 1947, ch. 102, § 56; L. 1965, ch. 564, § 400; L. 2015, ch. 38, § 71; July 1.

K.S.A. 9-1213. Payment of drafts of failed or closed banks.

When any drawee bank shall be presented with a draft drawn on the drawee bank in the usual course
of business by a drawer bank that has failed or been closed by operation of law or legal action, the
drawee bank shall accept and pay such draft regardless of having received notice, constructive or
otherwise, of the failure or closing of the drawer bank if the:

(a) Draft was issued prior to the failure or closing of the drawer bank;

(b) drawee bank has, on deposit to the credit of the failed or closed drawer bank, sufficient
funds to pay the draft; and

(c) drawee bank has received proof that the draft represents payment of cash letters covering
checks that had been charged to the individual accounts of the failed or closed drawer bank
prior to the failure or closing of the drawer bank.

History: L. 1955, ch. 66, § 1; L. 2015, ch. 38, § 72; L. 2016, ch. 54, § 32; July 1.

K.S.A. 9-1214. Payment of drafts of failed or closed banks; release from liability.

Any drawee bank paying a draft under the circumstances set out in K.S.A. 9-1213, and amendments
thereto, shall be released from any further liability thereon, and shall be fully protected and held
harmless from any claim made by the receiver or other liquidating agent of the failed or closed
drawer bank for sums representing payments made on the draft.

History: L. 1955, ch. 66, § 2; L. 2015, ch. 38, § 73; July 1.

K.S.A. 9-1215. Payable on death accounts.

(@) Subject to the provisions of this section, an individual owner of an account may enter into
a written contract with any bank located in this state that provides that at the time of the
owner's death, the balance of the owner's legal share of the account shall be paid to one or
more beneficiaries. If a beneficiary has predeceased the owner, that beneficiary's share shall
be divided equally among the remaining beneficiaries unless the contract provides
otherwise.
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(b) If any beneficiary is a minor at the time funds become payable to the beneficiary pursuant
to this section, the bank shall pay out in accordance with K.S.A. 59-3053, and amendments
thereto.

(c) During the owner's lifetime, the owner has the right to both withdraw funds on deposit in
the account in the manner provided in the contract, in whole or in part, as though no
beneficiary has been named, and to change the designation of beneficiary. No change in the
designation of the beneficiary shall be valid unless executed in the form and manner
prescribed by the bank and delivered to the bank prior to the death of the owner.

(d) The interest of the beneficiary shall not vest until the death of the owner. Vesting of the
beneficiary's interest is subject to the following if, prior to the owner's death or payment to
the beneficiary, the bank has received written notice:

(1) From the department for children and families of a claim pursuant to K.S.A. 39-709,
and amendments thereto, the balance of the owner's share shall be paid to the
department for children and families to the extent of medical assistance expended on
the deceased owner, with the beneficiary then receiving the balance of the owner's
share, if any remains; or

(2) of the owner's surviving spouse's intent to claim an elective share under K.S.A. 59-
6a214, and amendments thereto, the balance of the owner's share shall be paid to the
court having jurisdiction as provided in K.S.A. 59-6a214, and amendments thereto, to
the extent of the owner's surviving spouse's elective share, with the beneficiary then
receiving the balance of the owner's share, if any remains.

(e) Transfers pursuant to this section shall not be considered testamentary or be invalidated due
to nonconformity with the provisions of chapter 59 of the Kansas Statutes Annotated, and
amendments thereto.

(f) Payment by the bank of the owner's deposit account pursuant to the provisions of this section
shall release and discharge the bank from further liability for the payment.

(g) For the purposes of this section:

(1) The balance of the owner's deposit account or the balance of the owner's legal share of
a deposit account shall be construed to not include any portion of the account which
under the law of joint tenancy is the property of another joint tenant of the account
upon the death of the owner; and

(2) where multiple owners exist, such owners will be presumed to own equal shares of the
deposit account unless the deposit contract with the bank specifies a different
percentage of ownership for the owners.

History: L. 1979, ch. 177, 8 1; L. 1980, ch. 166, § 2; L. 1982, ch. 104, § 1; L. 1984, ch. 51, § 1;
L. 1989, ch. 48, § 35; L. 1992, ch. 150, § 1; L. 2002, ch. 114, § 47; L. 2015, ch. 38, § 74; July 1.
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Revisor's Note: Section was also amended by L. 2015, ch. 42, § 1, but that version was repealed
by L. 2015, ch. 100, § 17.
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Article 13 - BANKING CODE; DEPOSIT INSURANCE AND BONDS

K.S.A. 9-1301. Deposit insurance; surety bond.

Every bank operating under the provisions of the state banking code and authorized to receive
deposits of money shall insure the deposits of each depositor with the federal deposit insurance
corporation, or its successor. State banks may purchase surety bond coverage for the purpose of
insuring deposits in excess of the federal deposit insurance corporation's coverage limit.

History: L. 1947, ch. 102, § 59; L. 1959, ch. 60, § 1; L. 1975, ch. 45, § 2; L. 1981, ch. 54, § 1;
L. 1981, ch. 324, § 6; L. 1988, ch. 356, § 38; L. 1989, ch. 48, § 37; L. 2015, ch. 38, § 75; July 1.

K.S.A. 9-1302. Subrogation upon payment by insurer of deposits.

When the federal deposit insurance corporation or its successor or other insurer insuring the
deposits of any bank shall pay, or make available for payment, the insured deposit liabilities of any
bank the insurance company shall be and become subrogated to the extent of its payments, by
operation of law, to all rights of each owner of a claim for deposit against such closed bank to the
extent now or hereafter necessary to enable the federal deposit insurance corporation, or its
successor or such other insurer, under law to make insurance payments available to depositors of
closed insured banks.

History: L. 1947, ch. 102, 8 60; L. 1975, ch. 45, § 4; L. 1989, ch. 48, § 39; July 1.

K.S.A. 9-1304. Closed banks may borrow from or sell to federal insurance corporation.

(@) Upon the approval of the commissioner, the receiver or liquidator or the board of directors
of any bank which may be closed because of the bank's inability to meet the demands of its
depositors may borrow from the federal deposit insurance corporation or its successor, and
pledge any part or all of the bank's assets as security.

(b) The assets, or any portion thereof, of any bank which may close because of the bank's
inability to meet the demands of its depositors may be sold to the federal deposit insurance
corporation or its successor upon such terms and conditions as the commissioner shall
approve. Nothing contained in this section shall limit the power of any bank, the
commissioner or receiver or liquidator thereof to pledge or sell any assets in accordance
with other provisions of the state banking code and existing laws.

History: L. 1947, ch. 102, 8§ 62; L. 1989, ch. 48, § 40; L. 2015, ch. 38, § 76; L. 2016, ch. 54,
§ 33; July 1.
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Article 14 - BANKING CODE; DEPOSIT OF PUBLIC MONEYS

K.S.A. 9-1401. Designation of depositories for public funds; duty of public officers;
agreements.

(@)

(b)

(©)

(d)

The governing body of any municipal corporation or quasi-municipal corporation shall
designate by official action recorded upon the governing body's minutes the banks, savings
and loan associations and savings banks which shall serve as depositories of the governing
body's funds and the officer and official having the custody of such funds shall not deposit
such funds other than at such designated banks, savings and loan associations and savings
banks. The banks, savings and loan associations and savings banks which have main or
branch offices in the county or counties in which all or part of such municipal corporation
or quasi-municipal corporation is located shall be designated as such official depositories if
the municipal or quasi-municipal corporation can obtain satisfactory security therefor.

Every officer or person depositing public funds shall deposit all such public funds coming
into the officer's or person's possession in their name and official title as such officer. If the
governing body of the municipal corporation or quasi-municipal corporation fails to
designate an official depository or depositories, the officer thereof having custody of the
governing body's funds shall deposit such funds with one or more banks, savings and loan
associations or savings banks which have main or branch offices in the county or counties
in which all or part of such municipal corporation or quasi-municipal corporation is located
if satisfactory security can be obtained therefor. If the officer having custody is unable to
obtain satisfactory security at a depository within the county or counties where the
governing body is located, then the officer may deposit funds elsewhere. If the governing
body's funds are deposited elsewhere, the officer shall serve notice in writing on the
governing body showing the names and locations of the banks, savings and loan associations
and savings banks where the funds are deposited, and upon so doing the officer having
custody of the funds shall not be liable for the loss of any portion thereof except for official
misconduct or for the misappropriation of such funds by such officer.

If eligible banks, savings and loan associations or savings banks under subsections
[subsection] (a) or (b) cannot or will not provide an acceptable bid, which shall include
services, for the depositing of public funds under this section, then banks, savings and loan
associations or savings banks which have main or branch offices in an adjoining county to
the county in which all or part of such municipal or quasi-municipal corporation is located
may receive deposits of such municipal corporation or quasi-municipal corporation, if such
banks, savings and loan associations or savings banks have been designated as official
depositories under subsection (a) and the municipal corporation or quasi-municipal
corporation can obtain satisfactory security therefor.

The depository bank, savings and loan association or savings bank and any agent, trustee,
wholly owned subsidiary or affiliate having identical ownership granting a security interest
shall enter into a written agreement with the municipal corporation or quasi-municipal
corporation which so designates the bank as a depository for the municipal corporation or
quasi-municipal corporation's public moneys.
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(1) The agreement shall secure the public moneys of the municipal corporation or quasi-
municipal corporation by granting a security interest in securities held by the
depository bank, savings and loan association or savings bank and any agent, trustee,
wholly owned subsidiary or affiliate having identical ownership pursuant to K.S.A. 9-
1402, and amendments thereto.

(2) The depository bank, savings and loan association or savings bank and any agent,
trustee, wholly owned subsidiary or affiliate having identical ownership shall perfect
the security interest causing control to be given to the municipal corporation or quasi-
municipal corporation in accordance with the Kansas uniform commercial code.

(3) The security agreement shall be in writing, executed by all parties thereto, maintained
as part of the parties' official records, and except for the municipal corporations or
quasi-municipal corporations, approved by the boards of directors or loan committees,
which approvals shall be reflected in the minutes of the boards or committees.

History: L. 1947, ch. 102, § 63; L. 1957, ch. 74, § 2; L. 1967, ch. 447, 8 30; L. 1972, ch. 35, § 1;
L. 1982, ch. 52, §1; L. 1983, ch. 47, 8 2; L. 1986, ch. 76, § 1; L. 1989, ch. 48, § 41; L. 1997,
ch. 180, § 3; L. 2006, ch. 57, § 1, L. 2015, ch. 38, § 77; L. 2016, ch. 54, § 34; July 1.

K.S.A. 9-1402. Securing the deposits of public funds.

(@)

(b)

(©

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..

Such bank, savings and loan association or savings bank may give a corporate surety bond
of some surety corporation authorized to do business in this state, which bond shall be in an
amount equal to the public moneys 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 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.

Such bank, savings and loan association or savings bank may deposit, 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 interest in, for the benefit of the governing body of the municipal corporation or
quasi-municipal corporation in the manner provided in this section, securities, security
entitlements, financial assets and securities accounts owned by the depository institution
directly or indirectly through the institution's agent or trustee holding securities on the
institution's 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
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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 following and security entitlements thereto:

1)

)

(3)
(4)

()

(6)

(7)

(8)

©)

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 credit and securities of United States sponsored corporations
which under federal law may be accepted as security for public funds;

bonds of any municipal corporation or quasi-municipal corporation of the state of
Kansas which have been refunded in advance of the bonds' 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;

bonds of the state of Kansas;

general obligation bonds of any municipal corporation or quasi-municipal corporation
of the state of Kansas;

revenue bonds of any municipal corporation or quasi-municipal corporation of the state
of Kansas if approved by the commissioner;

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;

warrants of any municipal corporation or quasi-municipal corporation 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 mandatory tax levy;

bonds of either a Kansas not-for-profit corporation or of a local housing authority that
are rated at least Aa by Moody's investors service or AA by Standard & Poor's corp.;

bonds issued pursuant to K.S.A. 12-1740 et seq., and amendments thereto, that are
rated at least MIG-1 or Aa by Moody's investors service or AA by Standard & Poor's
corp.;

(10) notes of a Kansas not-for-profit corporation that are issued to provide only the interim

funds for a mortgage loan that is insured by the federal housing administration;

(11) bonds issued pursuant to K.S.A. 74-8901 through 74-8916, and amendments thereto;

(12) bonds issued pursuant to K.S.A. 68-2319 through 68-2330, and amendments thereto;

Statutes — Page 82



2020 Kansas Banking Law Book

(13) commercial paper that does not exceed 270 days to maturity and which has received
one of the two highest commercial paper credit ratings by a nationally recognized
investment rating firm; or

(14) (A) negotiable promissory notes together with first lien mortgages on one to four
family residential real estate located in Kansas securing payment of such notes
when such notes or mortgages:

(B)

(©)

(D)

(i)

(i)

(iii)

Are underwritten by the federal national mortgage association, the federal
home loan mortgage corporation, the federal housing administration or the
veterans administration standards;

have been in existence with the same borrower for at least two years and with
no history of any installment being unpaid for 30 days or more; and

are valued at not to exceed 50% of the lesser of the following three values:
Outstanding mortgage balance, current appraised value of the real estate or
discounted present value based upon current federal national mortgage
association or government national mortgage association interest rates
quoted for conventional, federal housing administration or veterans
administration mortgage loans.

Securities under paragraph (A) shall be taken at their value for not more than 50%
of the security required under the provisions of this section.

Securities under paragraph (A) shall be withdrawn immediately from the
collateral pool if any installment is unpaid for 30 days or more.

A status report on all such loans shall be provided to the investing governmental
entity by the financial institution on a quarterly basis.

(d) 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 operation 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 maturity 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.

Any applicant requesting approval of a revenue bond pursuant to subsection (c)(5) shall pay
to the commissioner a fee in an amount established pursuant to K.S.A. 2016 Supp. 9-1726,
and amendments thereto, to defray the expenses of the commissioner in the examination
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and investigation of the application. The commissioner shall remit all amounts received
under this section to the state treasurer in accordance with the provisions of K.S.A. 75-4215,
and amendments thereto. Upon receipt of each such remittance, the state treasurer shall
deposit the entire amount in the state treasury to the credit of the bank investigation fund.
The moneys in the bank investigation fund shall be used to pay the expenses of the
commissioner in the examination and investigation of such applications and any unused
balance shall be transferred to the bank commissioner fee fund.

History: L. 1947, ch. 102, 8 64; L. 1965, ch. 76, 8 1; L. 1968, ch. 236, 8 1; L. 1970, ch. 63, § 1;
L. 1973, ch. 48, 8§ 1; L. 1976, ch. 79, 8§ 1; L. 1978, ch. 45, § 1; L. 1980, ch. 47, 8§ 1; L. 1982,
ch.52,82;L.1983,ch. 49,8 17; L. 1983, ch. 47, 8 3; L. 1983, ch. 49, § 18; L. 1985, ch. 58, § 1;
L. 1985, ch. 58, § 2; L. 1986, ch. 76, § 2; L. 1986, ch. 76, 8 3; L. 1987, ch. 56, § 1; L. 1989,
ch. 48, §42; L. 1989, ch. 209, §18; L.1992, ch. 146, §25; L. 1994, ch. 74, §1; L. 1997,
ch. 180, § 4; L. 2008, ch. 109, 8§ 22; L. 2014, ch. 141, § 16; L. 2015, ch. 38, § 78; L. 2016,
ch. 54, § 35; July 1.

Revisor's Note: Section was amended twice in 1987 session, see also 9-1402a. [History of 9-

1402a (now repealed) includes all the same session laws up through *“L. 1986, ch. 76, § 3,” but
then ends with “L. 1987, ch. 57, § 17; Repealed, L. 1989, ch. 209, § 65; July 1.”]

K.S.A. 9-1403. Securities for deposits of public funds; exemption during peak deposits.

(@)

(b)

During the periods of peak deposits occurring at tax paying time and tax distributing time
and continuing for a period of not to exceed 60 continuous days at any given time and not
to exceed 120 days in any calendar year the amount of security for the deposits of municipal
corporations or quasi-municipal corporations as required under K.S.A. 9-1402, and
amendments thereto, may be reduced by up to 50% of the amount on deposit during the
peak period.

If the custodian of the funds of each municipal corporation or quasi-municipal corporation
together with an officer of the depository bank, savings and loan association or savings bank
agree to reduce the amount of security as provided in subsection (a), then the parties shall
enter into an agreement which designates in writing the beginning and end of each such
period, and a copy thereof, fully executed, shall be kept on file in the office of the governing
body of such municipal corporation or quasi-municipal corporation and in the files of such
bank, savings and loan association or savings bank.

History: L. 1947, ch. 102, § 65; L. 1982, ch. 52, 8 3; L. 1983, ch. 47, 8 4; L. 1986, ch. 76, § 4;
L. 1989, ch. 48, § 43; L. 1997, ch. 180, § 5; L. 2015, ch. 38, § 79; July 1.

K.S.A. 9-1405. Deposit of securities, security entitlements and financial assets in securities
account; written custodial agreement; receipt.

(@)

All bonds and securities given by any bank, savings and loan association or savings bank to
secure public moneys of the United States or any board, commission or agency thereof, shall
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be deposited as required by the United States government or any designated federal
agencies.

All securities, security entitlements and financial assets securing the deposits of any
municipal corporation or quasi-municipal corporation shall be deposited as described in
subsection (c) or (d) or in a securities account with one of the following custodial banks or
trust companies:

(1) A Kansas state bank;

(2) aKansas national bank;

(3) astate bank organized in another state and which has a branch office in this state;
(4) atrust company incorporated under the laws of this state or another state; or

(5) the federal home loan bank of Topeka

Securities, security entitlements and financial assets securing the deposits of any municipal
corporation or quasi-municipal corporation may be deposited with the state treasurer
pursuant to a written custodial agreement and a receipt issued with one copy going to the
municipal corporation or quasi-municipal corporation making the public deposit and one
copy going to the bank, savings and loan association or savings bank which has secured
such public deposits. The receipt shall identify the securities, security entitlements and
financial assets which are subject to a security interest to secure payment of the deposits of
the municipal corporation or quasi-municipal corporation.

Securities, security entitlements and financial assets securing the deposits of any municipal
corporation or quasi-municipal corporation may be deposited with the federal reserve bank
of Kansas City to be there held in such manner, under regulations and operating letters of
the federal reserve bank of Kansas City, as to secure payment of the deposits of the
municipal corporation or quasi-municipal corporation in the depository institution.

This section shall not prohibit any custodial bank or trust company from depositing
securities, security entitlements and financial assets in the custodial bank or trust company's
account if:

(1) The custodial bank or trust company's account is located at a bank or trust company
organized under the laws of any state, the United States or any centralized securities
depository wherever located within the United States; and

(2) the custodial bank or trust company issues a receipt which identifies the securities,
security entitlements and financial assets on deposit at the custodial bank or trust
company.
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(f) No securities, security entitlements and financial assets securing public deposits shall be
deposited in any custodial bank or trust company which has the following commonalities
with the depository bank, savings and loan association or savings bank:

(1) Direct or indirect ownership by any parent corporation;
(2) common controlling shareholders;
(3) common majority of the board of directors; or

(4) common directors with the ability to control or influence directly or indirectly the acts
or policies of the depository bank, savings and loan association or savings bank
securing such public deposits.

(g) When securities, security entitlements and financial assets are deposited with the state
treasurer as authorized by this section, the state treasurer shall make a charge for such
service which is equivalent to the reasonable and customary charge made therefor.

(h) The custodial agreement shall be in writing, executed by all parties thereto, maintained as
part of the parties' official records, and except for the municipal corporations [corporation]
or quasi-municipal corporation, approved by the boards of directors or loan committees,
which approvals shall be reflected in the minutes of the boards or committees.

(i) A bank, savings and loan association or savings bank which fails to pay any deposit of
public moneys of any municipal or quasi-municipal corporation according to the terms of
the security agreement shall immediately take action to enable bonds and securities pledged
to secure the deposit to be sold to satisfy the bank's or association's obligation to the
municipal or quasi-municipal corporation.

History: L. 1947, ch. 102, 8 67; L. 1975, ch. 44, 8 24; L. 1976, ch. 58, § 1; L. 1982, ch. 52, § 4;
L. 1983, ch. 47, §5; L. 1985, ch. 58, 8 4; L. 1986, ch. 76, 8 5; L. 1989, ch. 48, § 44; L. 1990,
ch. 60, 8§ 1; L. 1993, ch. 207, 8§ 1; L. 1994, ch. 105, 8 1; L. 1997, ch. 180, § 6; L. 2015, ch. 38,
§ 80; L. 2016, ch. 54, § 36; July 1.

K.S.A. 9-1406. Exemption from liability for loss by official depository.

No public officer nor the sureties upon such officer's bond shall be liable for any loss sustained by
the failure or default of any designated depository or depositories after a deposit or deposits have
been made in an officially designated bank, savings and loan association or savings bank as
provided in this act. This exemption from liability shall apply even though other statutes shall
require the furnishing of a bond or other securities by the designated depositories of public moneys.
This exemption shall also apply whenever a public officer, municipal corporation or quasi-
municipal corporation has acted in good faith to comply with the provisions of this act.
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History: L. 1947, ch. 102, § 68; L. 1983, ch. 47, 8 6; L. 1986, ch. 76, 8 6; L. 1989, ch. 48, § 45;
L. 1997, ch. 180, § 7; L. 2000, ch. 71, § 1; July 1.

K.S.A. 9-1407. Exemption of security for insured portion of public deposits; reciprocal
deposit programs.

(@)

(b)

That portion of any deposit of public moneys or funds which is insured by the federal deposit
insurance corporation, or its successor, need not be secured as provided in article 14 of
chapter 9 of the Kansas Statutes Annotated, and amendments thereto.

Public moneys or funds deposited by a municipal corporation or quasi-municipal
corporation in a selected bank, savings and loan association or savings bank which are part
of a reciprocal deposit program shall not be treated as securities and need not be secured as
provided in article 14 of chapter 9 of the Kansas Statutes Annotated, and amendments
thereto, if the:

(1) Bank, savings and loan association or savings bank receives reciprocal deposits from
other participating institutions located in the United States in an amount equal to the
amount of funds deposited by the municipal corporation or quasi-municipal
corporation; and

(2) total cumulative amount of each deposit does not exceed the maximum deposit
insurance amount for one depositor at one financial institution as determined by the
federal deposit insurance corporation.

History: L. 1947, ch. 102, § 69; L. 1982, ch. 52, 8 5; L. 1997, ch. 180, § 8; L. 2009, ch. 49, § 1,
L. 2015, ch. 38, § 81; July 1.

K.S.A. 9-1408. Definitions.

As used in article 14 of chapter 9 of the Kansas Statutes Annotated, and amendments thereto:

(@)

(b)

(©)

"Branch" means any office within this state or another state, other than the main office, that
is approved as a branch by a federal or state supervisory agency and at which deposits are
received, checks paid or money lent. Branch does not include an automated teller machine,
remote service unit or similar device, a loan production office or a deposit production office;

"centralized securities depository” means a clearing agency registered with the securities
and exchange commission which provides safekeeping and book-entry settlement services
to the agency's participants;

"government unit" means any state, county, municipality or other political subdivision
thereof;
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"Kansas national bank™ means a federally chartered bank which has a main office or branch
located in this state;

"Kansas state bank" means a Kansas state chartered bank;

"main office" means the place of business specified in the articles of association, certificate
of authority or similar document where the business of the institution is carried on and which
is not a branch;

"municipal corporation” or "quasi-municipal corporation” includes each investing
governmental unit under K.S.A. 12-1675, and amendments thereto;

"savings and loan association” means any savings and loan association incorporated under
the laws of this state or any other state or organized under the laws of the United States and
which has a main or branch office in this state;

"savings bank™ means any savings bank organized under the laws of the United States and
which has a main or branch office in this state; and

"securities," "security entitlements," "financial assets,” "securities account," "security
agreement,” "security interest,” "perfection” and "control" shall have the meanings given
such terms under the Kansas uniform commercial code.

History: L. 1997, ch. 180, 8 2; L. 2006, ch. 57, § 2; L. 2015, ch. 38, § 82; L. 2016, ch. 54, § 37;
July 1.

K.S.A. 9-1409. Securing deposits of public moneys of out-of-state governmental units;

when.

A Kansas state bank may pledge any of the bank’s assets as collateral or otherwise secure the
deposits of public money for governmental units located in another state where the Kansas state
bank has a branch location, so long as such security is given in accordance with the laws of that

state.

History: L. 2015, ch. 38, § 1; July 1.
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Article 15 - BANKING CODE; SAFE DEPOSIT BOX RENTAL

K.S.A. 9-1501. Authority to keep and maintain safe deposit boxes.

Any bank, trust company or safe deposit corporation may maintain safe deposit boxes and rent the
same for consideration. The bank, trust company or safe deposit corporation shall prescribe the
hours of entry into its safe deposit vault and may also retain and require the use of a preparation or
guard key for the protection of the bank, trust company or deposit corporation and the user of such
box

History: L. 1947, ch. 102, 8 70; L. 2015, ch. 38, § 83; July 1.

K.S.A. 9-1502. Legal relationship between renter and bank.

The relationship between any such bank, trust company or safe deposit company having and
maintaining safe deposit boxes for public use and the user or users of such boxes shall be that of
lessor and lessee, respectively. In the absence of a written contract to the contrary, the lessee shall
be deemed by law to be in possession of such box and the contents thereof. The lessor shall not be
charged with knowledge of the contents of any such box. The lessor may limit its liability to the
lessee by provisions contained within a lease agreement, but the lessor shall be liable for the acts
of its officers and employees for failure to exercise ordinary care.

History: L. 1947, ch. 102, 8 71; L. 2015, ch. 38, § 84; July 1.

K.S.A. 9-1503. Joint tenancy of safe deposit box; liability.

Joint tenancy in and to a safe deposit box may be created by contract, with two or more persons
named as lessees. The terms of the contract may provide that any one or more of the lessees, or the
survivor or survivors of such lessee or lessees, shall have access and entry to the safe deposit box
and the right to remove the contents from such box whether the other lessee or lessees be living,
incompetent or dead. If the contents are removed as provided by the contract, the lessor shall not
be liable for the removal of the contents.

History: L. 1947, ch. 102, 8 72; L. 2015, ch. 38, § 85; July 1.

K.S.A. 9-1504. Death of lessee or lessees in joint tenancy; opening of box; disposition of
contents.

(@) In the event the sole lessee or all lessees in joint tenancy named in the lease agreement
covering a safe deposit box rental shall die, the safe deposit box may be opened, forcibly if
necessary, at any time thereafter, in the presence of persons holding a legal or beneficial
interest relating to the lessee, by two employees of the lessor, one of whom shall be an
officer of the lessor. The contents shall be disposed of as follows:
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(1) Instruments of a testamentary nature may be removed by the named executor. If no
executor is named or if the named executor fails to act within 60 days after the date of
death of the lessee, such employees may remove all instruments of a testamentary
nature and deposit the same with the district court.

(2) The employees in their discretion may deliver life insurance policies therein contained
to the beneficiaries named in such policies, and any deed to a cemetery lot and any
burial instructions found therein to the appropriate parties.

(3) Any and all other contents of such box so opened shall be kept and retained by the
bank, trust company or safe deposit company and shall be delivered only to the parties
legally entitled to the same.

(b) In the event no person claims to be interested in the contents of such box within 60 days
after the death of the lessee, the lessor may open the box by forcible entry and remove all
instruments of a testamentary nature and deposit the same with the district court, subject to
payment of rentals, expenses and repairs. Any and all other contents of such box so opened
shall be kept and retained by the bank or trust company and shall be delivered only to the
parties legally entitled to the same.

History: L. 1947, ch. 102, § 73; L. 1975, ch. 44, § 25; L. 1976, ch. 145, § 35; L. 1994, ch. 192,
§1;L.1997,ch.7,81; L. 2015, ch. 38, 8 86; L. 2016, ch. 54, § 38; July 1.

K.S.A. 9-1505. Lessor to give information to public authority.

Upon the death of any lessee of a safe deposit box and upon the request of the district court or the
county clerk or the director of taxation for the state of Kansas, the lessor shall disclose whether a
designated person was the lessee of a safe deposit box at the time of death.

History: L. 1947, ch. 102, § 74; L. 1976, ch. 145, § 36; L. 2015, ch. 38, § 87; July 1.

K.S.A. 9-1506. Default of lessee; notice; disposition of contents.

(@) The lessor shall have a lien upon the contents of any safe deposit box for the rental thereon.

(b) The lessor may, after giving not less than 60 days' written notice to the lessee of such lessor's
intention to enter the box, remove the contents and sell the same for the payment of rent due
or other expenses incurred by the bank in keeping the contents, open the box forcibly and
remove the contents in the presence of two of the lessor's employees, one of whom shall be
an officer, when:

(1) The lessee has not paid the rent within 30 days after the same is due; or
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(2) the lessee has failed to surrender possession of any box within 30 days from the date
of the termination of the lease.

(c) The lessor shall retain such contents for at least 90 days after opening the box. The lessor
then may sell any part or all of the contents at public sale pursuant to the requirements for a
commercially reasonable sale under article 9 of the Kansas uniform commercial code and
retain from the proceeds of sale the rent due, the costs of opening and repairing the box, the
costs of sale and any other amounts due to the lessor.

(d) Any article, item or document without apparent market value may be destroyed after two
years from the date of giving or mailing the required notice.

(e) Any notice required by this section shall be delivered either personally or by registered or
certified mail, or electronically pursuant to the uniform electronic transactions act, K.S.A.
16-1601 et seq., and amendments thereto, delivered to the latest address shown on the safe
deposit records of the lessor.

History: L. 1947, ch. 102, § 75; L. 1975, ch. 44, § 26; L. 2015, ch. 38, § 88; L. 2016, ch. 54,
8 39; L. 2019, ch. 25, § 4; July 1.
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Article 16 — BANKING CODE; TRUST AUTHORITY

K.S.A. 9-1601. Application and authority to act as trust company; exemptions.

(@) Any bank, upon the affirmative vote of at least 2/3 of the voting stock, may apply to the
commissioner for approval to conduct trust business. If approval is granted by the
commissioner, a special permit shall be issued and the bank shall be authorized, subject to
such conditions as the commissioner may require, to exercise all powers necessary or
incidental to carrying on a trust business and also may exercise the following powers to:

1)
)

3)

(4)

()

(6)

()

(8)

©)
(10)

(11)

Receive for safekeeping personal property of every description;

accept and execute any trust agreement and perform any trustee duties as required by
such trust agreement;

act as agent, trustee, executor, administrator, registrar of stocks and bonds,
conservator, assignee, receiver, custodian, corporate trustee or attorney-in-fact in any
agreed-upon capacity;

accept and execute all trusts and to perform any fiduciary duties as may be committed
or transferred to the bank by order, judgment or decree of any court of record of
competent jurisdiction;

act as executor or trustee under the last will and testament, or as administrator, with or
without the will annexed to the letters of administration, of the estate of any deceased
person;

be a conservator for any minor, incapacitated person or trustee for any convict under
the appointment of any court of competent jurisdiction;

receive money in trust for investment in real or personal property of every kind and
nature and to reinvest the proceeds thereof;

act as either an originating trustee or as a contracting trustee pursuant to K.S.A. 9-
2107, and amendments thereto;

buy and sell foreign or domestic exchange, gold, silver, coin or bullion;

act in any fiduciary capacity and to perform any act as a fiduciary which trust
companies incorporated under the laws of this state may perform under any provision
of the banking or insurance laws of this state, including, without limitation, acting as
a successor fiduciary to any trust company upon liquidation pursuant to K.S.A. 9-2107,
and amendments thereto; and

to perform or purchase trust services for or from a bank or service corporation through
a trust service agency agreement provided the commissioner is notified 30 days after
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contracting for the service. Such notification shall include the trust services provided,
the name of the servicer and the date the service will commence.

The commissioner has the discretion to grant or reject the application of any bank to
acquire trust authority. In making such determination, the commissioner shall take into
consideration:

(A) The reasonable probability of usefulness and success of the bank having trust
authority;

(B) the financial history and condition of the bank and the character, qualifications
and experience of the trust officers and personnel; and

(C) any other facts and circumstances that the commissioner deems appropriate.

If the commissioner denies an application, the applicant shall have the right to a
hearing to be conducted in accordance with the Kansas administrative procedure act.
Any final order of the commissioner pursuant to this section is subject to review in
accordance with the Kansas judicial review act.

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 for any of the following
without being issued a special permit:

(A) Individual retirement accounts established pursuant to 26 U.S.C. § 408;

(B) trusts established pursuant to 26 U.S.C. § 401; and

(C) medical savings accounts established pursuant to 26 U.S.C. § 220.

If the governing instrument limits investment of funds to deposit in time, savings or
demand deposits in the bank, any bank may act as a trustee or custodian for any health

savings accounts established pursuant to 26 U.S.C. § 223, without being issued a
special permit pursuant to subsection (a).

Any state bank having been granted trust authority by the commissioner may add "and trust
company" to its corporate name.

A bank making application to the commissioner for approval to conduct trust business shall
pay to the commissioner a fee, in an amount established pursuant to K.S.A. 2016 Supp. 9-
1726, and amendments thereto, to defray the expenses of the commissioner in the
examination and investigation of the application. The commissioner shall remit all moneys
received under this section to the state treasurer in accordance with the provisions of K.S.A.
75-4215, and amendments thereto. Upon receipt of each such remittance, the state treasurer
shall deposit the entire amount in the state treasury to the credit of the bank investigation
fund. The moneys in the bank investigation fund shall be used to pay the expenses of the
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commissioner in the examination and investigation of such applications and any unused
balance shall be transferred to the bank commissioner fee fund.

History: L. 1947, ch. 102, 8 77; L. 1965, ch. 77, 8 1; L. 1967, ch. 72, § 2; L. 1975, ch. 44, § 28;
L. 2005, ch. 20, § 1; L. 2005, ch. 133, § 2; L. 2015, ch. 38, § 89; L. 2016, ch. 54, § 40; July 1.

K.S.A. 9-1602. Revoking trust authority.

(@) The commissioner may revoke trust authority for any bank or trust company upon finding
a failure to adhere to sound fiduciary practices.

(b) If the commissioner revokes the trust authority of a bank, the bank shall have the right to a
hearing to be conducted in accordance with the Kansas administrative procedure act. Any
final order of the commissioner pursuant to this section is subject to review in accordance
with the Kansas judicial review act.

History: L. 1947, ch. 102, 8 78; L. 1990, ch. 61, § 1; L. 2015, ch. 38, § 90; July 1.

K.S.A. 9-1603. Assets held in fiduciary capacity segregated; records; security of funds.

(@) As soon as any bank shall exercise any trust authority, it shall segregate all assets held in
any fiduciary capacity and shall keep a separate set of books and records showing in proper
detail all fiduciary transactions. Such books and records shall at all times be subject to
inspection and supervision of the commissioner.

(b) Funds held by such bank in trust that are awaiting investment or distribution, less the amount
which is insured by the federal deposit insurance corporation, shall have United States bonds
or other securities approved by the commissioner pledged to such funds in an equal sum.

History: L. 1947, ch. 102, § 79; L. 1963, ch. 63, § 1; L. 2015, ch. 38, § 91; July 1.

K.S.A. 9-1604. Liquidation, termination of trust business.

Upon the affirmative vote of a majority of the outstanding voting stock, any bank having trust
authority may terminate the bank's trust business. The termination of trust services shall be done in
accordance with the Kansas uniform trust code and with the contracting trustee provisions of K.S.A.
9-2107, and amendments thereto. Any bank terminating the bank's trust business may surrender
such bank's special permit for trust authority or be granted inactive status pursuant to K.S.A. 9-
1703, and amendments thereto.

History: L. 1947, ch. 102, § 80; L. 1951, ch. 120, 8 3; L. 1996, ch. 175, 8 16; L. 2015, ch. 38,
§ 92; July 1.
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K.S.A. 9-1607. Appointment of nominee when acting as fiduciary; records.

(@)

(b)

Any bank or trust company, when acting as a fiduciary or a co-fiduciary with others and
with the consent of its co-fiduciary or co-fiduciaries, if any, that are hereby authorized to
give such consent, may cause any investment held in any such capacity to be registered and
held in the name of a nominee or nominees of such bank or trust company. Such bank or
trust company shall be liable for the acts of any such nominee with respect to any investment
SO registered.

The records of the bank or trust company shall at all times show the ownership of any
investment registered and held in the name of a nominee, which investment shall be in the
control of the bank or trust company and be kept separate and apart from the assets of the
bank or trust company.

History: L. 1951, ch. 122, 8 1; L. 2015, ch. 38, § 93; L. 2016, ch. 54, § 41; July 1.

K.S.A. 9-1609. Fiduciary may establish collective investment funds.

(@)

(b)

Any bank or trust company authorized to act as fiduciary may establish collective
investment funds for the purpose of furnishing investments to:

(1) Such bank or trust company as fiduciary;
(2) such bank or trust company and others, as co-fiduciaries;

(3) another state or national bank or trust company, as fiduciary, which is a subsidiary of
the same bank holding company of which the bank or trust company is a subsidiary,
as such terms are defined in K.S.A. 9-519, and amendments thereto; or

(4) another state or national bank or trust company with which the bank or trust company
is affiliated through common control, as defined in K.S.A. 9-1612, and amendments
thereto.

Any bank or trust company authorized to act as fiduciary may, as such fiduciary or co-
fiduciary, invest funds which it lawfully holds for investment in interests in such collective
investment funds, if such investment is not prohibited by the instrument, judgment, decree
or order creating such fiduciary relationship, and if, in the case of co-fiduciaries, the bank
or trust company procures the consent of its co-fiduciaries to such investment.

History: L. 1951, ch. 123, 8 1; L. 1986, ch. 56, § 3; L. 2015, ch. 38, § 94; L. 2016, ch. 54, § 42;
L. 2018, ch. 4,8 1; July 1.
Revisor's Note: This section and 9-1610 are referred to as the uniform common trust fund act.

For list of states where act adopted and notes, see Uniform Laws Annotated, VVol. 9. [Section 9-
1610 was repealed in 2015.]
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K.S.A. 9-1611. Bank or trust company acting as fiduciary may deal in manner authorized
by instrument with company having control of bank or trust company.

Whenever the governing instrument of any trust authorizes a bank or trust company acting as
fiduciary to engage in any of the following activities, such instrument shall also be deemed to
authorize the bank or trust company to engage in the following activities, with any company which
has or acquires control of such bank or trust company:

(@) Hold as a trust investment the bank's or trust company's own stock or obligations, or
property acquired from the bank or trust company; or

(b) sell or transfer, by loan or otherwise, property held as fiduciary to the bank or trust company;
or

(c) purchase for investment the stock or obligations of, or property from, the bank or trust
company.

History: L. 1973, ch. 49, § 1; L. 2015, ch. 38, § 95; L. 2016, ch. 54, § 43; July 1.

K.S.A. 9-1612. Company having control over a bank or trust company defined.

For the purposes of K.S.A. 9-1601 through 9-1611, and amendments thereto, any company has
control over a bank or trust company if the company directly or indirectly, or acting through one or
more persons:

(@) Owns, controls or has power to vote 25% or more of any class of voting securities of the
bank or trust company;

(b) controls, in any manner, the election of a majority of the directors or trustees of the bank or
trust company; or

(c) has the power to direct the management or policies of the bank or trust company.

History: L. 1973, ch. 49, § 2; L. 2015, ch. 38, § 96; July 1.
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Article 17 — BANKING CODE; SUPERVISION; COMMISSIONER

K.S.A. 9-1701. Examination of banks and trust companies; other reports.

(@)

(b)

(©

(d)

The commissioner or the commissioner's staff shall visit each bank and trust company at
least once every 18 months, and may visit any bank or trust company at any time the
commissioner deems necessary for the purpose of making an examination or inquiry into
the condition of the affairs of such bank or trust company. For such purpose, the
commissioner and the commissioner's staff are authorized to administer oaths and to
examine under oath the directors, officers, employees and agents of any bank or trust
company.

The results of any examination pursuant to this section shall be reduced to writing by the
commissioner or the commissioner's staff. The commissioner shall provide to the board of
directors of the bank or trust company a copy of the examination report. No person shall
personally examine a bank or trust company if that person is a stockholder of, indebted to
or otherwise financially interested in that bank or trust company.

The examination team may conduct an exit review meeting with the board of directors of a
bank or trust company following the examination of such bank or trust company as provided
in subsection (a).

The commissioner is hereby authorized to accept any examination report or any other report
on a state bank or trust company made by the:

(1) Federal deposit insurance corporation or its successor;
(2) federal reserve bank; or

(3) consumer financial protection bureau.

History: L. 1947, ch. 102, § 87; L. 1965, ch. 78, 8 1; L. 1975, ch. 44, § 29; L. 1976, ch. 59, § 1,
L. 1984, ch. 48, § 13; L. 1991, ch. 47, § 1; L. 2015, ch. 38, 8 97; July 1.

K.S.A. 9-1702. Examination of fiduciaries and affiliated organizations and their officers
and employees.

(@)

(b)

The commissioner or the commissioner's staff is hereby authorized to examine the fiduciary
affairs of any officer or employee of any bank or trust company when such officer or
employee is serving in any fiduciary capacity that may affect the safety and soundness of
such bank or trust company.

The commissioner or the commissioner's staff is hereby authorized to examine any
investment company, holding company, corporation or any other form of business entity
which is affiliated with any bank or trust company to fully ascertain:
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(1) The relationship between such bank or trust company and any such affiliate; and
(2) the effect of such relationship on the bank or trust company.

(c) For the purposes of this section, "affiliate™ shall have the meaning ascribed to it in section
2 of the bank holding act of 1956, 12 U.S.C. § 1841.

History: L. 1947, ch. 102, 8 88; L. 1975, ch. 44, 8 30; L. 2005, ch. 6, 8 1; L. 2015, ch. 38, § 98;
July 1.

K.S.A. 9-1703. Examination and administrative expenses; annual assessment, due dates for
payments, delinquency penalty; disposition of receipts; bank commissioner fee fund.

(@) The expense of every regular examination, together with the expense of administering the
banking and savings and loan laws, including salaries, travel expenses, supplies and
equipment shall be paid by the banks and savings and loan associations of the state. Prior to
the beginning of each fiscal year, the commissioner shall make an estimate of the expenses
to be incurred by the department during such fiscal year. From this total amount, the
commissioner shall deduct the estimated amount of the anticipated annual income to the
fund from all sources other than bank and savings and loan association assessments. The
commissioner shall allocate and assess the remainder to the banks and savings and loan
associations in the state on the basis of their total assets, as reflected in the last March 31
report called for by the federal deposit insurance corporation under the provisions of section
7 of the federal deposit insurance act, 12 U.S.C. § 1817 or K.S.A. 17-5610, and amendments
thereto, except that the annual assessment will not be less than $1,000 for any bank or
savings and loan association.

(b) (1) The expense of every regular trust examination, together with the expense of
administering trust laws, including salaries, travel expenses, supplies and equipment,
shall be paid by the trust companies and trust departments of banks of this state. Prior
to the beginning of each fiscal year, the commissioner shall make an estimate of the
trust expenses to be incurred by the department during such fiscal year. The
commissioner shall allocate and assess the trust departments in the state on the basis
of their total fiduciary assets, as reflected in the last December 31 report called for by
the federal deposit insurance corporation under the provisions of section 7 of the
federal deposit insurance act, 12 U.S.C. 8 1817 or K.S.A. 17-5610, and amendments
thereto, except that the annual assessment shall not be less than $1,000 for any active
trust department. The commissioner shall allocate and assess the trust companies in
the state on the basis of their fiduciary assets as reflected in the last December 31 report
filed with the commissioner pursuant to K.S.A. 9-1704, and amendments thereto,
except that the annual assessment will not be less than $1,000 for any active trust
company. A trust department or trust company which has no fiduciary assets, as
reflected in the last December 31 report called for by the federal deposit insurance
corporation under the provisions of section 7 of the federal deposit insurance act, 12
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U.S.C. §1817 or K.S.A. 17-5610, and amendments thereto, may be granted inactive
status by the commissioner and the annual assessment shall not be more than $100 for
the inactive trust department.

No inactive trust department or trust company shall accept any fiduciary assets or
exercise any part of or all of its trust authority until such time as it has applied for and
received prior written approval of the commissioner to reactivate its trust authority.

A statement of each assessment made under the provisions of subsection (a) or (b)
shall be sent by the commissioner on July 1 or the next business day thereafter, to each
bank, savings and loan association, trust department and trust company that exists as
a corporate entity with the secretary of state's office and is authorized by the
commissioner to conduct banking, savings and loan or trust business. The assessment
may be collected by the commissioner as needed and in such installment periods as the
commissioner deems appropriate, but no more frequently than monthly. When the
commissioner issues an invoice to collect the assessment, payment shall be due within
15 days of the date of the invoice. The commissioner may impose a penalty upon any
bank, savings and loan association, trust department or trust company which fails to
pay its annual assessment when it is 15 days or more past due. The penalty shall be
assessed in the amount of $50 for each day the assessment is past due.

The commissioner shall remit all moneys received from such examination fees to the
state treasurer in accordance with the provisions of K.S.A. 75-4215, and amendments
thereto. Upon receipt of each such remittance, the state treasurer shall deposit the entire
amount in the state treasury and credit 10% of each deposit to the state general fund
with the balance transferred to the bank commissioner fee fund. All expenditures from
the bank commissioner fee 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 commissioner or by a person or persons designated by the
commissioner.

(d) The amount of expenses incurred and the cost of service performed on account of any bank,
trust department or trust company or other corporation which are outside the normal
expenses of an examination required under the provisions of K.S.A. 9-1701 or 17-5612, and
amendments thereto, shall be charged to and paid by the bank, trust department, trust
company or corporation for which such expenses were incurred or cost of services
performed.

(e) As used in this section, "savings and loan association™ means a Kansas state-chartered
savings and loan association.

@

In the event a bank, savings and loan association or trust company is merged into,
consolidated with or the assets and liabilities of which are purchased and assumed by
another bank, savings and loan association or trust company between the preceding
March 31 and June 30, for banks and savings and loan associations, or the preceding
December 31 and June 30, for trust companies, the surviving or acquiring bank,
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savings and loan association or trust company is obligated to pay the assessment based
on the value of the assets of all institutions involved with the merger, consolidation or
assumption for the following fiscal year commencing July 1.

(2) In the event a bank, savings and loan association or trust company is merged into,
consolidated with or the assets and liabilities of which are purchased and assumed by
another bank, savings and loan association or trust company after July 1, the surviving
entity shall be obligated to pay the unpaid portion of the assessment for the remainder
of the fiscal year commencing July 1 which would have been due of the institution
being merged, consolidated or assumed.

History: L. 1947, ch. 102, 8 89; L. 1949, ch. 110, § 3; L. 1955, ch. 65, § 1; L. 1959, ch. 61, § 1;
L. 1965, ch. 79, 8§ 1; L. 1969, ch. 62, 8 1; L. 1973, ch. 50, § 2; L. 1975, ch. 44, § 31; L. 1981,
ch.55,81; L.1985, ch. 57, § 2; L. 1992, ch. 49, 8 1; L. 1993, ch. 30, 8 1; L. 1994, ch. 33, 8 1;
L. 1995, ch. 25, 8 1; L. 1996, ch. 39, § 1; L. 2000, ch. 12, § 1; L. 2001, ch. 5, § 43; L. 2006,
ch. 89, § 3; L. 2010, ch. 99, 8 1; L. 2011, ch. 36, 8 1; L. 2011, ch. 91, § 5; L. 2015, ch. 38, § 99;
July 1.

K.S.A. 9-1704. Reports to commissioner; publication, when.

(@)

(b)

(©)

(d)

Each bank or trust company shall be required to make a report to the commissioner at any
time upon the commissioner's request. Such reports shall be in a form and manner prescribed
by the commissioner and shall be verified by the president, chief executive officer or cashier
and attested to by at least three directors of the bank or trust company, none of whom shall
have verified the report. The report shall show in detail the assets and liabilities of the bank
or trust company at the close of business upon the date determined by the commissioner.
The commissioner may require a copy of the report, or a portion thereof, to be published in
a newspaper, published in or having a general circulation in the place where the bank or
trust company is located, within 10 days after the report is forwarded to the commissioner.
The expense of publication shall be paid by the bank or trust company.

Each trust company shall report to the commissioner all assets held by the trust company in
a fiduciary capacity as of December 31 of each year. The report shall be in the form and
manner prescribed by the commissioner and shall be filed with the commissioner by January
30 of each year. The commissioner may require the report to be filed using an electronic
means.

Each trust department of a bank shall report to the commissioner all assets held by the trust
department in a fiduciary capacity at any time upon the commissioner's request. The report
shall be in the form prescribed by the commissioner. The commissioner may require the
report to be filed using an electronic means.

A request for information made pursuant to this section shall be made in writing and mailed
to each bank and trust company. The request shall be deemed to be legal notice to each bank
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and trust company. The request may include the requirement for the filing of information

by the bank or trust company using electronic means.

History: L. 1947, ch. 102, 8§ 90; L. 1975, ch. 44, § 32; L. 1984, ch. 48, § 14; L. 1995, ch. 158,
8§ 1; L. 2006, ch. 89, § 4; L. 2015, ch. 38, § 100; L. 2016, ch. 54, § 44; July 1.

K.S.A. 9-1708. Refusal to be examined; remedy.

No officer, director, employee or agent of any bank or trust company shall refuse the examination
and inspection of the bank or trust company by the commissioner or in any manner obstruct or
interfere with the examination and investigation of such bank or trust company or refuse to be
examined under oath concerning any of the affairs of such bank or trust company. The
commissioner may take such action as available pursuant to K.S.A. 9-1714, 9-1805, 9-1807 or 9-
1809, and amendments thereto, to remedy any violation of the provisions of this section.

History: L. 1947, ch. 102, § 95; L. 2015, ch. 38, § 101; July 1.

K.S.A. 9-1709. Failure to respond to a lawful request of the commissioner.

(@)

(b)

(©)

No bank or trust company shall refuse or neglect for more than 60 days to comply with or
respond to a written, lawful request of the commissioner. If the bank or trust company does
not comply with or respond to any such request, the commissioner may issue an order
notifying the bank or trust company that continued failure to comply with the request shall
result in the forfeiture of the authority to transact business. Any bank or trust company
receiving notice of such order shall have the right to a hearing to be conducted in accordance
with the Kansas administrative procedure act. Any final order of the commissioner is subject
to review in accordance with the Kansas judicial review act.

If any request or requirement made pursuant to an order issued under subsection (a) remains
unsatisfied after a period of time as provided in the order, the commissioner shall appoint a
receiver pursuant to article 19 of chapter 9 of the Kansas Statutes Annotated, and
amendments thereto. The order appointing the receiver shall not be subject to the Kansas
administrative procedure act or the Kansas judicial review act.

The commissioner may take such additional action as available pursuant to K.S.A. 9-1714,
9-1805, 9-1807 or 9-1809, and amendments thereto, to protect the depositors and creditors
of the bank or trust company.

History: L. 1947, ch. 102, § 96; L. 1981, ch. 324, 8 7; L. 2015, ch. 38, § 102; July 1.
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K.S.A. 9-1712. Examination of records and investigative materials of commissioner,
confidential; disclosure.

(@)

(b)

(©

(d)

€)

All information the state bank commissioner generates in making an investigation or
examination of a state bank or trust company shall be confidential information.

All confidential information shall be the property of the state of Kansas and shall not be
disclosed except upon the written approval of the commissioner.

Except for disclosure pursuant to subsection (e) and K.S.A. 9-2014, and amendments
thereto, the commissioner shall give 10 days prior written notice to the affected bank or trust
company of intent to disclose confidential information.

Any bank or trust company receiving notice of the intent to disclose confidential information
may object to the disclosure of the confidential information and shall be afforded the right
to a hearing in accordance with the provisions of the Kansas administrative procedure act.

(1) The commissioner may furnish to the federal deposit insurance corporation, or to any
officer or examiner thereof, a copy of any or all examination reports made by the
commissioner, or the commissioner's examiners, of any bank or trust company insured
by such corporation. The commissioner may disclose to the federal deposit insurance
corporation, or any official or examiner thereof, any and all information contained in
the commissioner's office concerning the condition of any bank or trust company
insured by such corporation.

(2) The commissioner may disclose any and all information contained in the
commissioner's office concerning the condition of any bank or trust company to the:

(A) Federal reserve bank;
(B) office of the comptroller of currency;
(C) federal home loan bank;
(D) office of thrift supervision;
(E) financial crimes enforcement network; or
(F) consumer financial protection bureau.
(3) The commissioner may furnish to the state treasurer a copy of any or all examination
information relating specifically to apparent violations of the uniform unclaimed

property act, K.S.A. 58-3934 through 58-3978, and amendments thereto.

(4) Toreduce the potential for duplicative and burdensome filings, examinations and other
regulatory activities, the commissioner, by agreement, may establish an information
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sharing and exchange program with any regulatory agency of this state, another state
or the United States concerning activities that are financial in nature, incidental to
financial activities, or complementary to financial activities, as those terms are used in
15 U.S.C. 8 6801 et seq. on the effective date of this act. Each agency that is party to
such an agreement shall agree to maintain confidentiality of information that is
confidential under applicable state or federal law and to take all reasonable steps to
oppose any effort to secure disclosure of the information by such agency.

(5) Disclosure of information by or to the commissioner pursuant to this section shall not
constitute a waiver of or otherwise affect or diminish a privilege to which the
information is otherwise subject, whether or not the disclosure is governed by a
confidentiality agreement. "Privilege™ includes any work product, attorney-client or
other privilege recognized under federal or state law.

(6) Nothing in this section shall be construed to limit the powers of the commissioner with
reference to examinations and reports required by the state banking code.

(f) As used in this section, "information” means, but is not limited to, all documents, oral and
written communication and all electronic data.

() Any person that violates this section, upon conviction, shall be guilty of a class C
misdemeanor.

(h) The commissioner may provide any person with a letter of good standing upon request. Any
person requesting a letter of good standing shall pay to the commissioner a fee in an amount
established pursuant to K.S.A. 2016 Supp. 9-1726, and amendments thereto, to defray the
expenses of the commissioner in investigating and complying with the request. The
commissioner shall remit all moneys received under this section to the state treasurer in
accordance with the provisions of K.S.A. 75-4215, and amendments thereto. Upon receipt
of each such remittance, the state treasurer shall deposit the entire amount in the state
treasury to the credit of the bank investigation fund. The moneys in the bank investigation
fund shall be used to pay the expenses of the commissioner in the examination and
investigation of such applications and any unused balance shall be transferred to the bank
commissioner fee fund.

History: L. 1947, ch. 102, 8 99; L. 1987, ch. 54, 8 8; L. 1990, ch. 62, § 1; L. 2015, ch. 38, § 103;
L. 2016, ch. 54, § 45; July 1.

K.S.A. 9-1713. Adoption of rules and regulations; approval of board.

Except as otherwise provided by law, in order to promote safe and sound practices for entities
regulated by the commissioner, the commissioner shall promulgate such rules and regulations as
shall be necessary to implement the provisions of K.S.A. 9-542, and amendments thereto,
commonly known as the state banking code. All rules and regulations shall first be submitted to the
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state banking board for the state banking board's approval and upon approval shall be filed as
provided by article 4 of chapter 77 of the Kansas Statutes Annotated, and amendments thereto.

History: L. 1965, ch. 81, 8 1; L. 1984, ch. 48, § 15; L. 2000, ch. 106, 8§ 3; L. 2003, ch. 57, § 2;
L. 2015, ch. 38, § 104; July 1.

K.S.A. 9-1714. Appointment of special deputy bank commissioner.

(@) Whenever the commissioner shall determine that the business of any bank or trust company
is being conducted in an unlawful or unsound manner, the commissioner may appoint a
special deputy bank commissioner who shall immediately take charge of the operation of
such bank or trust company for the purpose of resolving any unlawful or unsound condition
or operation.

(b) After appointment, the special deputy bank commissioner shall continue to serve under the
direction of the commissioner for such period of time as may be deemed reasonable and
necessary by the commissioner and, during such period, such special deputy bank
commissioner's salary, which shall be determined by the commissioner, and expenses shall
be borne by the bank or trust company under supervision.

(c) After such appointment, any such bank or trust company shall have the right to a hearing to
be conducted in accordance with the Kansas administrative procedure act. Any final order
of the commissioner pursuant to this section is subject to review in accordance with the
Kansas judicial review act.

History: L. 1965, ch. 82, § 1; L. 1975, ch. 44, § 35; L. 1988, ch. 356, § 40; L. 2001, ch. 87, § 12;
L. 2015, ch. 38, § 105; July 1.

K.S.A. 9-1715. Special orders; procedures.

(@ (1) Notwithstanding any provision of law to the contrary, the commissioner shall have the
power to authorize any or all banks to engage in any activity in which any other bank,
savings and loan association or a savings bank, organized under the laws of the United
States, this state or any other state with deposits insured by the United States
government is lawfully authorized to engage in at the time authority is granted.

(2) The commissioner shall have the power to authorize any or all Kansas trust companies,
trust departments or both to engage in any trust-related activity in which any trust
company or trust department, organized under the laws of the United States, this state
or any other state, is lawfully authorized to engage in at the time authority is granted.

(b) (1) The commissioner shall exercise the power granted in subsection (a) by the issuance
of a special order if the commissioner deems such action is reasonably required to:

Statutes — Page 104



(©

(d)

)

(f)

2020 Kansas Banking Law Book

(A) Preserve and protect the welfare of a particular institution; or

(B) preserve the welfare of all state banks or trust companies and to promote
competitive equality of state and other insured depository institutions.

Such special order shall provide for the effective date thereof and upon and after such
date shall be in full force and effect until amended or revoked by the commissioner.
Promptly following issuance, the commissioner shall mail a copy of each special order
to all state banks and trust companies and [such order] shall be published in the Kansas
register.

The commissioner, at the time of issuing any special order pursuant to this section, shall
prepare a written report, which shall include a description of the special order and a copy of
the special order and submit the written report to:

(1) The president and the minority leader of the senate;

(2) the chairperson and ranking minority member of the senate standing committee on
financial institutions and insurance;

(3) the speaker and the minority leader of the house of representatives;

(4) the chairperson and ranking minority member of the house of representatives standing
committee on financial institutions; and

(5) the governor.

Within two weeks of the beginning of each legislative session, the commissioner shall
submit to the senate committee on financial institutions and insurance and the house of
representatives committee on financial institutions, a written summary of each special order
issued during the preceding year. Upon request of the chair of the senate standing committee
on financial institutions and insurance or the chair of the house standing committee on
financial institutions, the commissioner, or the commissioner's designee, shall appear before
the committee to discuss any special order issued during the preceding year. If the
committee desires information concerning the economic impact of any special order, the
committee chair or ranking minority member may request assistance from the division of
budget.

The issuance of special orders under this section shall not be subject to the provisions of
article 4 of chapter 77 of the Kansas Statutes Annotated, and amendments thereto.

The powers contained in this section shall be in addition to any and all other powers granted
to the commissioner.
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History: L. 1967, ch. 74, 8§ 1; L. 1975, ch. 44, § 36; L. 1980, ch. 48, § 1; L. 1986, ch. 57, § 11;
L. 1995, ch. 74, § 1; L. 1999, ch. 12, § 1; L. 2000, ch. 19, 8 1; L. 2001, ch. 33, 8§ 1; L. 2015,
ch. 38, § 106; L. 2016, ch. 54, § 46; July 1.

K.S.A. 9-1716. Powers of commissioner; order restricting declaration and payment of
dividends.

If the commissioner shall determine that the condition of any bank is such that dividends should
not be declared and paid from capital or that such dividends should be declared and paid only
subject to certain conditions, the commissioner shall render an order prohibiting or limiting the
declaration and payment of dividends. Upon receiving notice of the order, the bank shall have the
right to a hearing to be conducted in accordance with the Kansas administrative procedure act. Any
final order of the commissioner pursuant to this section is subject to review in accordance with the
Kansas judicial review act.

History: L. 1975, ch. 44, § 2; L. 1988, ch. 356, § 41, L. 2015, ch. 38, § 107; July 1.

K.S.A. 9-1717. Prohibition against felon from serving as director, officer or employee.

(@) Except with the written consent of the commissioner, no person shall serve as a director,
officer or employee of a bank who has been convicted, or who is hereafter convicted, of any
felony or any crime involving dishonesty or a breach of trust.

(b) Any bank which willfully violates subsection (a), shall be deemed guilty of a misdemeanor
and upon conviction shall be punished by a fine of $1,000 for each day the violation
continues.

History: L. 1984, ch. 48, § 1; L. 2015, ch. 38, § 108; July 1.

K.S.A. 9-1719. Change of control; definitions.

As used in K.S.A. 9-1719 to 9-1722, inclusive, and amendments thereto:
(@) "Control" means the power to:
(1) Vote 25% or more of any class of voting shares;
(2) direct, in any manner, the election of a majority of the directors; or

(3) direct or exercise a controlling influence over the management or policies.
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(b) "Person™ means an individual or a corporation, partnership, trust, association, joint venture,
pool, syndicate, sole proprietorship, unincorporated organization or any other form of entity
not specifically listed in this subsection.

History: L. 1984, ch. 47, 8 1; L. 1987, ch. 54, § 9; L. 2015, ch. 38, § 109; July 1.

K.S.A. 9-1720. Change of control; approval.

(@) Except with the prior written approval of the commissioner, or as otherwise permitted by
the state banking code, it shall be unlawful for:

(b)

1)

)

3)

A person acting directly, indirectly or in concert with one or more persons, either
directly or indirectly, to engage in any activity that may result or results in acquiring
control of any bank, bank holding company as defined in K.S.A. 9-519, and
amendments thereto, or trust company without notifying the commissioner at least 30
days prior to acquiring control. The commissioner may determine if an activity may
result or results in a change of control under this paragraph;

a bank to merge or consolidate with any bank or institution, or either directly or
indirectly acquire the assets of, or assume the liability to pay any deposit made in any
other bank or institution, referred to hereinafter as a merger transaction; or

a trust company to merge or consolidate with any trust company, or either directly or
indirectly acquire the assets of any other trust company, referred to hereinafter as a
merger transaction.

The board of directors of any privately held bank, bank holding company or trust company
shall notify the commissioner of any change of control of the bank, bank holding company
or trust company at least 30 days prior to the date the change of control becomes effective.

(c) A trust company may merge or consolidate with a trust company, with the prior written
approval of the commissioner chartered by:

@)
)

The comptroller of the currency; or

another state. An application filed pursuant to this subsection shall be subject to the
provisions of K.S.A. 9-1721, 9-1722 and 9-1724, and amendments thereto.

History: L. 1984, ch. 47, 8 2; L. 2015, ch. 38, § 110; L. 2016, ch. 54, 8 47; L. 2018, ch. 4, § 2;
Mar. 8.
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K.S.A. 9-1721. Application process; approval factors and criteria; time frame.

(@) The person proposing to acquire control or a bank or trust company undertaking a merger
transaction, hereinafter referred to as the applicant, shall file an application with the
commissioner at least 60 days prior to the proposed change of control or merger transaction.
If the commissioner does not act on the application within the 60-day time period, the
application shall stand approved. The commissioner may, for any reason, extend the time
period to act on an application for an additional 30 days. The time period to act on an
application may be further extended if the commissioner determines that the applicant has
not furnished all the information required under K.S.A. 9-1722, and amendments thereto,
or that, in the commissioner's judgment, any material information submitted is substantially
inaccurate. The commissioner may waive the 60-day prior notice requirement if the acquired
bank or trust company is under a formal corrective action.

(b) Upon the filing of an application, the commissioner shall make an investigation of the
applicant for the change of control or merger transaction. The commissioner may deny the
application if the commissioner finds the:

(1) Proposed change of control or merger transaction would result in a monopoly or would
be in furtherance of any combination or conspiracy to monopolize or attempt to
monopolize the business of banking or trust services in any part of this state;

(2) financial condition of the applicant might jeopardize the financial stability of the bank
or trust company or prejudice the interests of the depositors of a bank;

(3) competence, experience or integrity of the applicant or of any of the proposed
management personnel of the bank or trust company or resulting bank or trust company
indicates it would not be in the interest of the depositors of the bank, the clients of trust
services, or in the interest of the public; or

(4) applicant neglects, fails or refuses to furnish the commissioner with all of the
information required by the commissioner.

(c) Upon service of an order denying an application, the applicant shall have the right to a
hearing to be conducted in accordance with the Kansas administrative procedure act before
the state banking board. Any final order of the commissioner pursuant to this section is
subject to review in accordance with the Kansas judicial review act.

History: L. 1984, ch. 47, § 3; L. 1986, ch. 318, § 17; L. 1988, ch. 356, § 42; L. 2010, ch. 17,
8 28; L. 2015, ch. 38, § 111; L. 2016, ch. 54, § 48; L. 2018, ch. 4, § 3; July 1.

K.S.A. 9-1722. Application requirements.

(@) A change of control application filed pursuant to K.S.A. 9-1721, and amendments thereto,
shall contain the following information:
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The identity, personal history, business background and experience of each person by
or for whom the change of control is to be made, including the material business
activities and affiliations during the past five years and a description of any material
pending legal or administrative proceedings in which the person is a party and any
criminal indictment or conviction of such person by a state or federal court;

a statement of the assets and liabilities of each person by or for whom the change of
control is to be made, along with any related statements of income and source and
application of funds, as of a date not more than 90 days prior to the date of the
application. Individuals who own 10% or more shares in a bank holding company, as
defined in K.S.A. 9-519, and amendments thereto, shall file the financial information
required by this paragraph;

the terms and conditions of the proposed change of control and the manner in which
such change of control is to be made;

the identity, source and amount of the funds or other considerations used or to be used
in making the change of control and, if any part of these funds or other considerations
has been or is to be borrowed or otherwise obtained for such purpose, a description of
the transaction, the names of the parties, and any arrangements, agreements or
understandings with such persons;

any plans or proposals which any applicant may have to liquidate the bank or trust
company or to make any other major change in the bank's or trust company's business
or corporate structure or management;

the identification of any person employed, retained or to be compensated by any party
or by any person on such person's behalf to make solicitations or recommendations to
stockholders for the purpose of assisting in the change of control and a brief description
of the terms of such employment, retainer or arrangement for compensation;

copies of all invitations or tenders or advertisements making a tender offer to
stockholders for purchase of their stock to be used in connection with the proposed
change of control;

when applicable, the certified copies of the stockholder proceedings showing a
majority of the outstanding voting stock was voted in favor of the change of control,
and

any additional relevant information in the form and manner prescribed by the
commissioner.

A merger transaction application filed pursuant to K.S.A. 9-1721, and amendments thereto,
shall contain the following information.
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(1) The structure, terms and conditions and financing arrangements of the proposed
merger transaction;

(2) acomplete and final copy of the merger transaction agreement;

(3) certified copies of the stockholder proceedings showing a majority of the outstanding
voting stock of the banks or trust companies in the merger transaction was voted in
favor of the merger transaction;

(4) alist of directors and senior executive officers of the resulting bank or trust company;

(5) one year pro forma statements of financial conditions and future prospects of the
resulting bank or trust company, including capital positions;

(6) how the merger transaction will meet the convenience and needs of the community;
and

(7) any other relevant information in the form and manner prescribed by the
commissioner.

With regard to any trust company which files a notice pursuant to this section, the
commissioner may require fingerprinting of any proposed officer, director, shareholder or
any other person deemed necessary by the commissioner. Such fingerprints may be
submitted to the Kansas bureau of investigation and the federal bureau of investigation for
a state and national criminal history record check. The fingerprints shall be used to identify
the person and to determine whether the person has a record of arrests and convictions in
this state or any other jurisdiction. The commissioner may use information obtained from
fingerprinting and the criminal history for purposes of verifying the identification of the
person and in the official determination of the qualifications and fitness of the persons
proposing to acquire the trust company. Whenever the commissioner requires
fingerprinting, any associated costs shall be paid by the applicant or the parties to the
application.

The commissioner may accept an application filed with the federal reserve bank or federal
deposit insurance corporation in lieu of an application filed pursuant to subsection (a). The
commissioner may, in addition to such application, request additional relevant information.

At the time of filing an application pursuant to K.S.A. 9-1721, and amendments thereto, or
an application filed pursuant to subsection (d), the applicant shall pay to the commissioner
a fee in an amount established pursuant to K.S.A. 2016 Supp. 9-1726, and amendments
thereto, to defray the expenses of the commissioner in the examination and investigation of
the application. The commissioner shall remit all moneys received under this section to the
state treasurer in accordance with the provisions of K.S.A. 75-4215, and amendments
thereto. Upon receipt of each such remittance, the state treasurer shall deposit the entire
amount in the state treasury to the credit of the bank investigation fund. The moneys in the
bank investigation fund shall be used to pay the expenses of the commissioner in the
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examination and investigation of such applications and any unused balance shall be
transferred to the bank commissioner fee fund.

History: L. 1984, ch. 47, 8 4; L. 1986, ch. 55, § 3; L. 1992, ch. 62, § 4; L. 2012, ch. 161, § 12;
L. 2015, ch. 38, § 112; L. 2016, ch. 54, § 49; July 1.

K.S.A. 9-1724. Exception for mergers resulting in a national bank.

(@)

(b)

(©)

The provisions of K.S.A. 9-1720 through 9-1724, and amendments thereto, shall not apply
to the merger transaction of a bank or trust company when the surviving entity is a national
banking association or other state or federally chartered financial institution or a trust
company, except that the bank or trust company shall provide written notification to the
commissioner of such a merger, consolidation or transfer of assets and liabilities at least 10
days prior to the consummation of any such transaction.

Not more than 15 days following any merger transaction, any bank or trust company that
will cease to exist shall surrender such bank's or trust company's state certificate of authority
or charter and shall certify in writing that the proper instruments have been executed and
filed in accordance with K.S.A. 17-6003, and amendments thereto.

Notice of the merger transaction shall be published twice in a newspaper of general
circulation in each city or county in which the bank or trust company is located, or the
newspaper nearest such city or county and a certified copy of each notice shall be filed with
the commissioner. The first publication shall be no later than five days after an application
is filed. The second publication shall be on the 14th day after the date of the first publication
or, if the newspaper does not publish on the 14th day, then the date that is the closest to the
14th day. The notice shall be in the form prescribed by the commissioner and shall provide
for a comment period of not less than 10 days after the date of the second publication.

History: L. 1984, ch. 47, 8 6; L. 1987, ch. 54, § 10; L. 1992, ch. 62, § 5; L. 1993, ch. 156, § 1;
L. 1994, ch. 28, § 1; L. 1995, ch. 19, § 2; L. 2015, ch. 38, § 113; L. 2016, ch. 54, § 50; July 1.

K.S.A. 9-1725. Powers of the commissioner during existence of an emergency.

(@)

(b)

Whenever the commissioner is of the opinion that an emergency, as defined by K.S.A. 9-
1122, and amendments thereto, exists or is impending in this state which affects, or may
affect, a particular bank, trust company, multiple banks or multiple trust companies, the
commissioner may, by proclamation, temporarily close the particular institutions located in
the affected area. The banks or trust companies so closed shall remain closed until the
commissioner proclaims that the emergency has ended.

The commissioner may approve a request for an emergency temporary closing and
subsequent reopening of a particular bank or trust company by the officers of such bank or
trust company pursuant to K.S.A. 9-1122, and amendments thereto.
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(c) Whenever the commissioner is of the opinion that an emergency, as defined by K.S.A. 9-
1122, and amendments thereto, affects, or may affect, a particular bank, branch bank, trust
company or trust service office, the commissioner may approve a temporary relocation of
the bank, branch bank, trust company or trust service office. The temporary relocation shall
be as close as the commissioner determines is safely possible to the bank, branch bank, trust
company or trust service office's approved place of business.

(d) Every day that any bank, branch bank, trust company, or trust service office thereof, remains
closed pursuant to this section shall be deemed a holiday for all of the purposes of chapter
84 of the Kansas Statutes Annotated, and amendments thereto, and with respect to any
banking business of any character. No bank, branch bank, trust company or trust service
office shall be required to permit access to such bank's, branch bank's or trust company's
safe deposit vault or vaults on any such day. If the terms of a contract require the payment
of money or the performance of a condition on any such day by, through, with or at any
bank, branch bank, trust company or trust service office, then the payment may be made or
condition performed on the next business day with the same force and effect as if made or
performed in accordance with the terms of the contract. No liability or loss of rights of any
kind shall result from the delay.

(e) Any bank, branch bank, trust company or trust service office temporarily closed or relocated
pursuant to this section shall post notice of such closing in a conspicuous place at each
closed location. Such notice shall serve as official notification to everyone of the temporary
closing or relocation of the bank, branch bank, trust company or trust service office and
thereafter no liability shall be incurred by the bank or trust company by reason of the
temporary closing or relocation pursuant to this section.

History: L. 2015, ch. 38, § 2; July 1.

K.S.A. 9-1726. Fees; rules and regulations.

(@) Except as provided in subsection (b), at the time of filing any application described below,
the applicant shall remit to the commissioner a nonrefundable fee in the amount of:

(1) Bank or trust company Charter ..........cccoviiiinie i $2,500
(2) New branCh DankK ..o 750
(3) Relocation of a branch bank or main office ..........ccccoeviveiiiiieiceen 750
(4) Merger, consolidation or transfer of assets and liabilities........................ 1,000

(5) Change of control:

(A) GENEIAL.......oiiiiiiie e 1,000
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(B) Bona fide gift or inheritanCe..........cccvevvvierv e 500

(C) Formation of one-bank holding company and associated
eXChaNQe OF SLOCK .......ccveieiiece e 500
(6) Conversion t0 State CRAMEr ..........cccevvivieiieese e 500

(7) Fiduciary activities:

(A) TrUSt QUENOTILY ...veeieeiecc e 500
(B) Trust DranCh ..o 500
(C) Trust SErVICE OFFICE ....eoivieiicie e s 500
(D) Contracting trustee agreement ..........coveieereerieseeseenie e e 500
(E) Out of state trust faCility ..........cceoveerveieiieiiere e 500
(8) Change Of NAME .......ccvii e 250
(9) Revenue bond pledgibility..........cccooiviiiiiieiie e 200
(10) Letter of good StANAING.......cceereriiiie e 50

The commissioner may adopt rules and regulations to change the amount of the fees
established in subsection (a) to an amount not to exceed 150% of any such fee established
in subsection (a).

The commissioner may waive any fee established by this section.

Any applicant may be required by the commissioner to pay any additional cost associated
with any examination or investigation if the commissioner determines that an on-site
examination of the financial institutions or trust companies that are parties to the application
IS necessary.

Within two weeks of the beginning of each legislative session, the commissioner shall
submit to the senate committee on ways and means, the appropriate senate budget
subcommittee, the house of representatives committee on appropriations and the appropriate
house of representatives budget committee, a written summary of any rules and regulations
adopted to establish fees pursuant to subsection (b) during the preceding year.

The commissioner may adopt rules and regulations necessary to administer the provisions
of this section.
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History: L. 2015, ch. 38, § 12; July 1.
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Article 18 - BANKING CODE; SUPERVISION; BOARD

K.S.A. 9-1805. Removal of officer or director; hearing; judicial review.

(@)

(b)

(©

If the state banking board finds that any current or former 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 legally made order of the
commissioner or the state banking board, the state banking board may take one or more of
the following actions:

(1) Remove such officer or director; and

(2) prohibit such officer's or director's further participation in any manner in the conduct
of the affairs of any state bank or trust company in Kansas.

The officer or director shall have the right to a hearing before the state banking board to be
conducted in accordance with the Kansas administrative procedure act. Any action of the
state banking board pursuant to this section is subject to review in accordance with the
Kansas judicial review act.

If upon the conclusion of such hearing, the state banking board 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 legally made
order of the commissioner or state banking board, the state banking board may order the
officer or director to vacate the office and prohibit such officer's or director's further
participation in the conduct of the affairs of any state bank or trust company in Kansas. The
state banking board shall mail a copy of its removal order to the bank or trust company
where such officer or director was serving.

History: L. 1947, ch. 102, § 107; L. 1975, ch. 44, 8 40; L. 1976, ch. 145, § 37; L. 1986, ch. 318,
8 18; L. 1988, ch. 356, § 43; L. 2005, ch. 29, § 1; L. 2010, ch. 17, § 30; L. 2015, ch. 38, § 114;
July 1.

K.S.A. 9-1807. Cease and desist orders; institution of proceedings by commissioner;
hearing by board; issuance; temporary orders of commissioner.

(@)

If the commissioner finds that any bank or trust company is engaging, has engaged or is
about to engage in an unsafe or unsound practice or if the commissioner finds that any bank
or trust company is violating, has violated or is about to violate a law, rule and regulation
or order of the commissioner or state banking board, the commissioner may issue and serve
upon the bank or trust company a notice of charges. The notice of charges shall contain a
statement of the facts that forms the basis for a proposed cease and desist order and shall
state the time and place at which a hearing will be held by the state banking board to
determine whether an order to cease and desist therefrom should be issued by the state
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banking board against the bank or trust company. Such hearing shall be fixed for a date not
earlier than 30 days nor later than 60 days after service of such notice.

(b) Unless the bank or trust company shall appear at the hearing, such bank or trust company
shall be deemed to have consented to the issuance of the cease and desist order. In the event
of such consent, or if upon the record made at any such hearing, the state banking board
shall find that any unsafe or unsound practice or violation specified in the notice of charges
has been established, the state banking board may issue and serve upon the bank or trust
company an order to cease and desist from any such practice or violation. Such order may
require the bank or trust company and such bank’s or trust company's directors, officers,
employees or agents to cease and desist or to take affirmative action to correct the conditions
resulting from any such practice or violation. A cease and desist order shall become effective
at the time specified therein and shall remain effective and enforceable as provided therein,
except to such extent as it is stayed, modified or terminated by the state banking board.

(c) Whenever the commissioner finds that a bank's or trust company's unsafe or unsound
practice or violation, or the continuation thereof, is likely to cause insolvency, substantial
dissipation of assets or earnings or is likely to otherwise seriously prejudice the interests of
the bank's depositors or trust company's clients, the commissioner may issue a temporary
order requiring the bank or trust company to cease and desist from any such practice or
violation. The order shall contain a notice of charges with a statement of the facts that forms
the basis for a proposed temporary cease and desist order. Such order shall be effective upon
service on the bank or trust company and shall remain effective and enforceable pending
the completion of the proceedings pursuant to such notice and until such time as the state
banking board shall dismiss the charges specified in such notice, or if a cease and desist
order is issued against the bank or trust company, until the effective date of any such order.

History: L. 1975, ch. 44, § 1; L. 2015, ch. 38, § 115; L. 2016, ch. 54, § 51; July 1.

K.S.A. 9-1809. Civil penalties.

(@) After providing a notice and an opportunity for a public hearing in accordance with the
Kansas administrative procedure act, the commissioner may, with the approval of the state
banking board, assess against and collect a civil money penalty from any bank or trust
company that, or any executive officer, director, employee, agent, or other person
participating in the conduct of the affairs of such bank or trust company who:

(1) Engages or participates in any unsafe or unsound practice in connection with a bank
or trust company; or

(2) violates or knowingly permits any person to violate any of the provisions of:
(A) The state banking code;

(B) any rule or regulation promulgated pursuant to the state banking code; or
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(C) any lawful order of the commissioner or the state banking board.

(b) The civil money penalty shall not exceed $1,000 per day for each day such violation
continues. No civil money penalty shall be assessed for the same act or practice if another
government agency has taken similar action against the bank, trust company or person to be
assessed such civil money penalty. In determining the amount of the civil money penalty to
be assessed, the commissioner shall consider:

(1) The good faith of the bank, trust company or person to be assessed with such civil
money penalty;

(2) the gravity of the violation;

(3) any previous violations by the bank, trust company or person to be assessed with such
civil money penalty;

(4) the nature and extent of any past violations; and
(5) such other matters as the commissioner may deem appropriate.

(c) Upon waiver by the respondent of the right to a public hearing concerning an assessment of
a civil money penalty, the hearing or portions thereof may be closed to the public when
concern arises about prompt withdrawal of moneys from or the safety and soundness of the
bank or trust company.

(d) For the purposes of this section, a violation shall include, but is not limited to, any action,
by any person alone or with another person, that causes, brings about, or results in the
participation in, counseling of, or aiding or abetting of a violation.

(e) The commissioner, with approval of the state banking board, may modify or set aside any
order assessing a civil money penalty. Any civil money penalty collected pursuant to this
section shall be transmitted to the state treasurer, who shall credit it to the bank
commissioner fee fund.

(f) Notwithstanding any other provision of law, no bank or trust company shall indemnify or
insure any executive officer, director, employee, agent or person participating in the conduct
of affairs of such bank or trust company against civil money penalties.

History: L. 2005, ch. 7, § 1; July 1.

K.S.A. 9-1810. Informal agreements with commissioner; when.

(@) The commissioner may enter into any informal agreement with any bank or trust company
for a plan of action to address possible safety or soundness concerns, violations of law or
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any weakness displayed by the bank or trust company if the commissioner determines that
the bank or trust company displays:

(1) Possible safety and soundness concerns or is violating, has violated or is about to
violate any law, rule and regulation or order of the commissioner or the state banking
board resulting in a less than satisfactory condition, but not to a degree requiring formal
administrative action; or

(2) any weakness that if not properly addressed and corrected would reasonably be
expected to result in future safety and soundness concerns, violations of applicable
laws, rules and regulations and further deterioration in the condition of the bank or
trust company.

(b) The adoption of an informal agreement authorized by this section shall not be subject to the
provisions of K.S.A. 77-501 et seq., and amendments thereto, or K.S.A. 77-601 et seq., and
amendments thereto. Any informal agreement authorized by this section shall not be
considered an order or other agency action and shall be considered confidential examination
material pursuant to K.S.A. 9-1712, and amendments thereto.

History: L. 2015, ch. 38, § 3; L. 2020, ch. 12, 8 1; July 1.

K.S.A. 9-1811. Consent orders; when.

The commissioner may enter into a consent order at any time with a bank, trust company, any
executive officer, director, employee, agent or other person to resolve a matter arising under the
state banking code, rules and regulations adopted thereto or an order issued pursuant to the state
banking code.

History: L. 2015, ch. 38, § 4; July 1.
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Article 19 - BANKING CODE; DISSOLUTION; INSOLVENCY

K.S.A. 9-1901. Dissolution.

Any corporation that is not insolvent or critically undercapitalized and otherwise transacting
business under the state banking code may be dissolved by its board of directors in accordance with
K.S.A. 17-6801 et seq., and amendments thereto, provided the bank has completed a liquidation to
the satisfaction of the commissioner pursuant to K.S.A. 2015 Supp. 9-1919, and amendments
thereto.

History: L. 1947, ch. 102, § 109; L. 2015, ch. 38, 8 116; July 1.

K.S.A. 9-1902. Definition of insolvency.

A bank or trust company shall be deemed to be insolvent when:

(@) The actual cash market value of a bank's or trust company's assets is insufficient to pay such
bank's or trust company's creditor liabilities, except that for this purpose unconditional
evidence of indebtedness of the United States of America may be valued, at the discretion
of the commissioner, at par or cost whichever is the lesser; or

(b) the bank or trust company is unable to meet the demands of its creditors in the usual and
customary manner.

History: L. 1947, ch. 102, § 110; L. 1980, ch. 49, § 2; L. 2015, ch. 38, § 117; L. 2016, ch. 54,
§52; July 1.

K.S.A. 9-1902a. Critical undercapitalization.

A bank or trust company is critically undercapitalized when the ratio of its capital to total assets is
equal to or less than 2.0%. For the purposes of this section, capital shall be the total of the
institution's common stock, surplus, undivided profits, capital reserves, noncumulative perpetual
preferred stock and outstanding cumulative perpetual preferred stock, including related surplus, but
intangibles, such as goodwill, shall not be included in the capital calculation.

History: L. 1993, ch. 7, 8 1; L. 2015, ch. 38, § 118; July 1.

K.S.A. 9-1903. Undercapitalized and insolvent banks and trust companies; commissioner
to take charge, when.

If it shall appear upon the examination of any bank or trust company or from any report made to
the commissioner that any bank or trust company is:
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(@) Critically undercapitalized, the commissioner may:

1)

2)

Enter an informal memorandum pursuant to K.S.A. 2015 Supp. 9-1810, and
amendments thereto, to notify the bank or trust company of the unsafe and unsound
condition and require the bank or trust company to correct the condition within the
time prescribed by the commissioner; or

take charge of such bank or trust company and all of its property and assets. In taking
charge of a critically undercapitalized bank or trust company, the commissioner may:

(A) Appoint a special deputy commissioner to take charge temporarily of the affairs
of the bank or trust company; or

(B) appoint a receiver if it shall appear at any time that the bank or trust company
cannot sufficiently recapitalize, resume business or liquidate the bank's or trust
company's indebtedness to the satisfaction of the depositors and creditors of such
bank or trust company.

(b) Insolvent, the commissioner shall take charge of the bank or trust company and all property
and assets of such bank or trust company. In taking charge of an insolvent bank or trust
company, the commissioner shall:

1)

@)

Appoint a special deputy commissioner to take charge temporarily of the affairs of the
bank or trust company; or

appoint a receiver if it shall appear at any time that the bank or trust company cannot
sufficiently recapitalize, resume business or liquidate its indebtedness to the
satisfaction of the depositors and creditors of such bank or trust company.

History: L. 1947, ch. 102, § 111; L. 1993, ch. 7, 8 3; L. 2015, ch. 38, § 119; July 1.

K.S.A. 9-1905. Receiver for insolvent and undercapitalized bank or trust company.

(@) In the event the commissioner appoints a receiver for any bank or trust company, the
commissioner shall appoint:

(b)

1)
2

The federal deposit insurance corporation; or

any individual, partnership, association, limited liability company, corporation or any
other business entity which shall have accounting, regulatory, legal or other relevant
experience in the field of banking or trust as shall be determined by the commissioner.

Any receiver other than the federal deposit insurance corporation shall give such bond as
the commissioner deems proper and immediately file in the district court of the county
where the bank or trust company is located for liquidation, disposition and dissolution
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pursuant to the state banking code, the Kansas general corporation code, and as may be
ordered by the court.

(1) The receiver shall be entitled to reasonable compensation subject to the approval of
the district court.

(2) Upon written application made within 30 days after the filing in district court, the court
may appoint as receiver any person that the holders of more than 60% in amount of
the claims against such bank or trust company shall agree upon in writing. The
creditors so agreeing may also agree upon the compensation and charges to be paid
such receiver. Each receiver so appointed shall make a complete report to the
commissioner covering the receiver's acts and proceedings as such.

The bank or trust company shall have the right to petition for review of the commissioner's
order taking charge, appointment of a special deputy or appointment of a receiver. Such
review shall not be subject to the provisions of K.S.A. 77-501 et seq., and amendments
thereto. A petition for review shall be filed within 10 days of the commissioner's action.
Notwithstanding any provision of law to the contrary, or by order of the court, review shall
proceed as expeditiously as possible pursuant to the provisions of K.S.A. 77-601 et seq.,
and amendments thereto. Notwithstanding any provision of law to the contrary, the decision
of the district court may be appealed only to the supreme court of Kansas. The time within
which an appeal may be taken shall be 10 days from final disposition of the district court.

History: L. 1947, ch. 102, § 113; L. 1993, ch. 7, §5; L. 2015, ch. 38, § 120; L. 2016, ch. 54,
§ 53; July 1.

K.S.A. 9-1906. Receiver to take charge of assets; order of payment.

(@)

(b)

A receiver appointed pursuant to K.S.A. 9-1905, and amendments thereto, other than the
federal deposit insurance corporation, shall take charge of any bank or trust company and
all of the bank's or trust company's assets and property, and liquidate the affairs and business
thereof for the benefit of the depositors, creditors and stockholders of the bank or trust
company. The receiver may sell all the property of the bank or trust company upon such
terms as the district court of the county where the bank or trust company is located shall
approve. The receiver shall pay over all moneys received to the creditors and depositors of
such bank or trust company.

In distributing assets of the bank or trust company in payment of its liabilities, the order of
payment, in the event its assets are insufficient to pay in full all of its liabilities, shall be by
category as follows:

(1) The costs and expenses of the receivership and real and personal property taxes
assessed against the bank or trust company pursuant to applicable law;

(2) claims which are secured or given priority by applicable law;
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(3) claims of unsecured depositors;
(4) all other claims exclusive of claims on capital notes and debentures; and
(5) claims on capital notes and debentures.

Should the assets be insufficient for the payment in full of all claims within a category, such
claims shall be paid in the order provided by other applicable law or, in the absence of such
applicable law, pro rata.

History: L. 1947, ch. 102, § 114; L. 1985, ch. 59, 8 1; L. 1988, ch. 63, § 1; L. 1993, ch. 7, § 6;
L. 2015, ch. 38, § 121; L. 2016, ch. 54, § 54; July 1.

K.S.A. 9-1907. Powers of federal deposit insurance corporation or its successor.

The federal deposit insurance corporation or any successor, hereby is authorized and empowered
to be and act without bond as receiver of any bank, the deposits in which are to any extent insured
by such corporation. If the federal deposit insurance corporation, or any successor, accepts the
appointment, then the federal deposit insurance corporation, or any successor, shall succeed to all
the rights, titles, powers and privileges of the bank and of any stockholder, member, account holder,
depositor, officer or director of the bank with respect to the bank.

History: L. 1947, ch. 102, § 115; L. 1989, ch. 48, § 50; L. 1993, ch. 7, § 7; L. 2015, ch. 38,
§ 122; L. 2016, ch. 54, § 55; July 1.

K.S.A. 9-1908. Title to all assets to vest in insurance corporation.

Whenever the federal deposit insurance corporation, or any successor, shall accept the appointment
as receiver for any bank the possession of and title to all of the assets, business and property of
every kind of such bank shall pass to and vest in the federal deposit insurance corporation, or any
successor, as receiver without the execution of any instruments of assignment, endorsement,
transfer or conveyance.

History: L. 1947, ch. 102, 8 116; L. 1989, ch. 48, 8 51; L. 2015, ch. 38, § 123; L. 2016, ch. 54,
§ 56; July 1.

K.S.A. 9-1909. Claims to be filed within one year.

All claims of depositors and other creditors must be filed with the receiver within one year after the
date of the receiver's appointment, and if any claim is not filed, then the claim shall be barred from
participation in the estate and assets of any such bank or trust company.
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History: L. 1947, ch. 102, § 117; L. 2015, ch. 38, § 124, L. 2016, ch. 54, 8 57; July 1.

K.S.A. 9-1910. Surrender control to commissioner.

Upon the affirmative vote of 2/3 of the outstanding voting stock, the shareholders of a bank or trust
company may transfer all of the bank's or trust company's assets and property of whatever nature
and any rights thereto to the possession and control of the commissioner and waive any right to the
Kansas administrative procedure act, the Kansas judicial review act or any other lawful right to
challenge the commissioner's authority without the execution of any instruments of assignment,
endorsement, transfer or conveyance. Such action shall operate as a bar to any attachment
proceedings.

History: L. 1947, ch. 102, § 118; L. 2015, ch. 38, § 125; L. 2016, ch. 54, § 58; July 1.

K.S.A. 9-1911. Receiver may borrow money.

The receiver of any insolvent bank or trust company may borrow money and pledge the assets of
such insolvent bank or trust company but only upon prior written approval of the commissioner.

History: L. 1947, ch. 102, § 119; June 30.

K.S.A. 9-1915. Deposits or debts while insolvent; liability.

It shall be unlawful for the president, director, managing officer, cashier or any other officer of any
bank to agree to accept deposits, in an amount that would create an excess above the federal deposit
insurance corporation insured deposit amount, after such person has knowledge of the fact that such
bank is insolvent or in failing circumstances. It hereby is made the duty of every such officer or
managing officer to examine into the affairs of every such bank and know its condition if possible.
Upon failure to discharge such duty such person shall be held to have had knowledge of the
insolvency of such bank or that the bank was in failing circumstances, for the purposes of this
section. Every person that violates the provisions of this section shall be responsible individually
for such deposits so received, except that any director or officer who may have paid more than such
person's share of the liabilities mentioned in this section shall have the proper remedy at law against
such other persons as shall not have paid their full share of such liabilities.

History: L. 1947, ch. 102, § 123; L. 1989, ch. 48, § 52; L. 2015, ch. 38, § 126; L. 2016, ch. 54,
§ 59; July 1.
Revisor's Note: Similar provisions and penalties, see 9-2010.

Statutes — Page 123



2020 Kansas Banking Law Book

K.S.A. 9-1916. Same; action to enforce liability; evidence.

In all actions brought for the recovery of any deposits received, in an amount that would create an
excess above the federal deposit insurance corporation insured deposit amount, while any bank was
insolvent or in failing circumstances, all officers, agents, and directors of such bank may be joined
as defendants or proceeded against severally. The fact that any bank was insolvent or in failing
circumstances at the time of the reception of the deposit shall be prima facie evidence of such
knowledge in accepting the deposit on the part of such officer, agent or director so charged
therewith. This liability may be enforced by and against executors and administrators of any
deceased officer, director or agent.

History: L. 1947, ch. 102, § 124; L. 1989, ch. 48, 8 53; L. 2015, ch. 38, § 127; July 1.

K.S.A. 9-1917. Undelivered funds due creditors, depositors and shareholders of defunct
bank or trust company; duties of commissioner and state treasurer; undistributed assets of
defunct institutions fund.

On and after July 1, 1972, and in every case occurring heretofore and hereafter, in which funds due
to creditors, depositors and shareholders on liquidation of institutions under the jurisdiction of the
state bank commissioner under K.S.A. 9-1901 et seq., and amendments thereto, are undelivered,
they shall, together with accrued interest, if any, be paid to the state bank commissioner, who shall
remit all such payments to the state treasurer, in accordance with the provisions of K.S.A. 75-4215,
and amendments thereto, and credit such individual creditors, depositors or shareholders account
in the undistributed assets of defunct institution fund ledger. Upon receipt of each such remittance,
the state treasurer shall deposit the entire amount in the state treasury to the credit of the
undistributed assets of defunct institutions fund which is hereby created. Such fund shall be used
only for refunds and payments of amounts due creditors, depositors and shareholders on claims
filed with and approved by the state bank commissioner. Any balance remaining in the fund from
any single defunct institution five years, during which time no person entitled thereto shall have
appeared to claim such funds, shall be transferred by the state bank commissioner to the state
general fund and appropriate entries made in the individual creditors, depositors or shareholders
record, showing the date and disposition of the funds and shall further recite that they were
transferred by reason of this statute of limitation.

History: L. 1972, ch. 36, § 1; L. 2001, ch. 5, § 46; July 1.

K.S.A. 9-1918. Escheat and disposition of certain property in custody of commissioner;
escheat.

Whenever the state bank commissioner shall determine that property or assets held in the
commissioner's custody and received as a result of the liquidation of any institution under the
jurisdiction of the commissioner has remained in the commissioner's custody for a period of more
than 10 years, and no claim has been filed during such period by any creditor, depositor or
shareholder of such institution, such property shall escheat to the state. The commissioner shall
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notify the director of purchases of the property or assets so held and the director of purchases shall
authorize and provide for the sales of such property or assets in the manner provided by law for the
sale of obsolete or unused property of the state. All proceeds from the sale of any such property or
assets shall be remitted to the state treasurer in accordance with the provisions of K.S.A. 75-4215,
and amendments thereto. Upon receipt of each such remittance, the state treasurer shall deposit the
entire amount in the state treasury to the credit of the state general fund and appropriate entries
made in the records of the state bank commissioner showing the disposition of the property or
assets, the amount received therefor and the disposition thereof

History: L. 1976, ch. 361, 8 1; L. 2001, ch. 5, § 47; July 1.

K.S.A. 9-1919. Voluntary liquidation.

(@) Upon the affirmative vote of a majority of the outstanding voting stock and approval of a
liquidation plan by the commissioner, any bank may liquidate by paying in full all of the
bank's depositors and creditors. Any bank desiring to voluntarily liquidate shall file a plan
for liquidation with the commissioner.

(b) The commissioner may examine the bank or compel the bank to file reports with the
commissioner during the time the bank is being liquidated. If the commissioner finds at any
time during the liquidation period that the bank is not adhering to the approved liquidation
plan, the commissioner may take action as authorized by article 18 of chapter 9 of the
Kansas Statutes Annotated, and amendments thereto. If the commissioner finds that any
deviation from the liquidation plan may be harmful to the depositors and creditors of the
institution, the commissioner may appoint a receiver in accordance with procedures
provided in article 19 of chapter 9 of the Kansas Statutes Annotated, and amendments
thereto.

(c) Upon the completion of the liquidation, the bank shall immediately surrender the bank's
certificate of authority to transact a banking business, remove all advertising signs, and
notify and make the necessary filings with the secretary of state. The commissioner shall
make a final examination to determine that all depositors and creditors have been paid
before any distribution is made to stockholders.

History: L. 2015, ch. 38, § 5; July 1.

K.S.A. 9-1920. Borrowing by liquidating bank.

Upon the approval of the commissioner, the board of directors of any bank in the process of
voluntary liguidation may borrow an amount not in excess of 100% of the bank's total deposit
liabilities and may pledge the bank's assets.

History: L. 2015, ch. 38, § 6; July 1.
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K.S.A. 9-1921. Sale of bank’s assets as part of liquidation.

As part of the liquidation plan as approved by the commissioner, any bank, for the purpose of
liquidation, may sell all or any part of the bank's assets to any other bank, either state or national,
and may receive in payment cash or its equivalent, shares of stock in the purchasing bank, or both.

History: L. 2015, ch. 38, § 7; July 1.
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Article 20 - BANKING CODE; CRIMES AND PUNISHMENTS

K.S.A. 9-2001. Failing to perform duty; penalty.

Every officer, employee, director or agent of any bank or trust company who shall neglect to
perform any duty required by the state banking code, or who shall fail to conform to any lawful
requirement made by the commissioner, upon conviction shall be guilty of a class A, nonperson
misdemeanor.

History: L. 1947, ch. 102, 8 125; L. 1989, ch. 48, 8 54; L. 2015, ch. 38, § 128; July 1.

K.S.A. 9-2002. Making false report, statement or entry in the books; penalty.

Every officer, director, agent or employee of any bank or trust company doing business in the state
of Kansas who willfully and knowingly subscribes to or makes any false report or any false
statement or entry in the books of such bank or trust company, or knowingly subscribes or exhibits
any false writing, paper or electronic equivalent, with the intent to deceive any person as to the
condition of such bank or trust company, upon conviction shall be guilty of a severity level 8,
nonperson felony.

History: L. 1947, ch. 102, § 126; L. 1989, ch. 48, 8 55; L. 1994, ch. 291, § 4; L. 2015, ch. 38,
§ 129; July 1.

K.S.A. 9-2004. Swear or affirm falsely as perjury; penalty.

Every officer, director, agent or employee of a bank or trust company required by the state banking
code to take an oath or affirmation, who shall willfully swear or affirm falsely, shall be guilty of
perjury, and upon conviction shall be punished as provided by K.S.A. 2015 Supp. 21-5903, and
amendments thereto.

History: L. 1947, ch. 102, § 128; L. 1989, ch. 48, 8§ 57; L. 1994, ch. 291, § 5; L. 2011, ch. 30,
§ 99; L. 2015, ch. 38, § 130; July 1.

K.S.A. 9-2005. Neglect of commissioner or deputy; penalty.

Any bank commissioner or deputy bank commissioner who shall willfully neglect to perform any
duty provided for by the state banking code, or who shall knowingly and willfully permit the
violation of any of the provisions of the state banking code for a period of 90 days by any bank or
trust company doing business under the state banking code, or who shall knowingly or willfully
make any false statement concerning any bank or trust company or who shall be guilty of any
misconduct or corruption in office, upon conviction shall be deemed guilty of a class A, nonperson
misdemeanor and shall be removed from office by the governor.
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History: L. 1947, ch. 102, 8 129; L. 2015, ch. 38, § 131; July 1.

K.S.A. 9-2006. Receiving deposits after authority revoked; penalty.

Any officer, director, employee or agent of any bank whose authority to transact a banking business
has been revoked pursuant to the provisions of the state banking code, who shall receive or cause
to be received any deposit of whatever nature after such revocation, upon conviction shall be guilty
of a severity level 8, nonperson felony.

History: L. 1947, ch. 102, § 130; L. 2015, ch. 38, § 132; July 1.

K.S.A. 9-2007. Violations by receiver; penalties.

Any receiver of an insolvent bank or trust company, other than the federal deposit insurance
corporation, or any successor, that fails to comply with the provisions of the state banking code,
upon conviction shall be guilty of a class A, nonperson misdemeanor.

History: L. 1947, ch. 102, § 131; L. 1986, ch. 59, § 2; L. 1989, ch. 48, § 58; L. 2015, ch. 38,
§ 133; L. 2016, ch. 54, § 60; July 1.
Revisor's Note: Similar provisions, see 9-1912. [9-1912 was repealed in 2015.]

K.S.A. 9-2008. Certified checks, drafts or orders in excess of amount on deposit.

It shall be unlawful for any officer, director, employee or agent of any bank doing business pursuant
to the provisions of the state banking code to certify any check, draft or order drawn upon the bank
unless the person, firm or corporation drawing such check, draft or order has on deposit with the
bank, at the time such check, draft or order is certified, an amount of money equal to the amount
specified in such check, draft or order. Any check, draft or order so certified by the authorized
officer, director, employee or agent shall be a good and valid obligation against such bank. Any
officer, director, employee or agent of any bank violating the provisions of this section, upon
conviction shall be deemed guilty of a class A, nonperson misdemeanor.

History: L. 1947, ch. 102, § 132; L. 2015, ch. 38, § 134; July 1.
Revisor's Note: Similar provisions, see 9-1119.

K.S.A. 9-2010. Insolvent bank receiving deposits; penalty.

No bank shall accept or receive on deposit, with or without interest, any money, bank bills or notes
or United States treasury notes, gold or silver certificates or currency or other notes, bills, checks
or drafts, when such bank is insolvent. Any officer, director, employee or agent of any bank, who
shall knowingly violate the provisions of this section or be accessory to or permit or connive at the
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receiving or accepting on deposit of any such deposit, upon conviction shall be guilty of a severity
level 8, nonperson felony.

History: L. 1947, ch. 102, § 134; L. 1990, ch. 309, § 5; L. 2015, ch. 38, § 135; July 1.
Revisor's Note: Similar provisions, see 9-1915.

K.S.A. 9-2011. Unlawfully engaging in the banking or trust company business; penalty.

It shall be unlawful for any individual, firm or corporation to advertise, publish or otherwise
promulgate that the individual, firm or corporation is engaged in the banking business or trust
business without first having obtained authority from the commissioner. Any such individual or
member of any such firm or officer of any such corporation violating this section, upon conviction
shall be guilty of a class A, nonperson misdemeanor.

History: L. 1947, ch. 102, § 135; L. 1989, ch. 48, 8 60; L. 1994, ch. 51, § 7; L. 2015, ch. 38,
§ 136; L. 2016, ch. 54, § 61; July 1.

K.S.A. 9-2012. Intent to injure or defraud; penalty.

(@) Itshall be unlawful for any shareholder, director, officer, employee or agent of any bank or
trust company, with the intent to injure, defraud or deceive a bank or trust company, any
agent appointed to examine the affairs of such bank or trust company, the commissioner or
the commissioner's staff or any other person to:

(1) Issue or put forth any certificate of deposit, draw any draft or bill of exchange, make
any acceptance, assign any note, bond, draft or bill of exchange; or

(2) to make use of the name of the bank or trust company in any manner.

(b) It shall be unlawful for any person to aid or abet any shareholder, director, officer, employee
or agent in violation of this section. Any person violating the provisions of this section, upon
conviction shall be guilty of a severity level 7, nonperson felony.

History: L. 1947, ch. 102, § 136; L. 1989, ch. 48, § 61; L. 1994, ch. 291, § 6; L. 2015, ch. 38,

§ 137; July 1.

K.S.A. 9-2013. Unlawful to offer or solicit anything of value; penalty.

(@) Except as provided in subsection (c), it shall be unlawful for:

(1) Any person or corporation to give, offer or promise anything of value to any person,
with the intent to influence or reward an officer, director, employee, agent or attorney
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of any state bank or trust company in connection with any business or transaction of
such bank or trust company; or

(2) any shareholder, officer, director, employee, agent or attorney of any state bank or trust
company to solicit or demand for the benefit of any person or to accept or agree to
accept anything of value from any person intending to influence or reward in
connection with any business or transaction of such bank or trust company.

(b) Any person or corporation violating the provisions of subsection (a), upon conviction, shall
be guilty of a class A, nonperson misdemeanor.

(c) This section shall not apply to bona fide salary, wages, fees or other compensation paid or
expenses paid or reimbursed in the ordinary course of business.

History: L. 1947, ch. 102, 8 137; L. 1992, ch. 136, § 1; L. 2015, ch. 38, § 138; July 1.

K.S.A. 9-2014. Violation of act; commissioner or deputy to inform county or district
attorney.

It shall be the duty of the commissioner to inform the county or district attorney of the county in
which the bank or trust company is located of any violation of any of the provisions of the state
banking code, which constitute a misdemeanor or felony, by the shareholders, officers, directors,
agents or employees of any bank or trust company, which shall come to the notice of the
commissioner.

History: L. 1947, ch. 102, § 138; L. 1987, ch. 54, 8 11; L. 1989, ch. 48, § 62; L. 2015, ch. 38,
§ 139; July 1.

K.S.A. 9-2016. Unlawfully transacting banking or trust business; penalty.

It shall be unlawful to transact a banking business or trust business without having first received a
certificate from the commissioner. Any person violating the provisions of this section, either
individually or as an interested party, in any association or corporation upon conviction shall be
guilty of a class B, nonperson misdemeanor.

History: L. 1947, ch. 102, § 140; L. 1989, ch. 48, § 63; L. 2015, ch. 38, § 140; July 1.

K.S.A. 9-2018. Severability.

If any provision of the state banking code, or the application thereof, to any person or circumstance
is held invalid, such invalidity shall not affect other provisions or applications of the state banking
code that can be given effect without the invalid provision or application, and to this end the
provisions of the state banking code are declared to be severable.
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History: L. 1947, ch. 102, § 142; L. 2015, ch. 38, § 141; July 1.

K.S.A. 9-2019. Unlawful to obstruct examination; penalty.

It shall be unlawful for any director, officer, employee or agent of a bank or trust company to alter,
destroy, shred, mutilate, conceal, cover up or falsify any record with the intent to impede, obstruct,
impair or influence any examination, investigation or proceeding by the commissioner. Any
director, officer, employee or agent of a bank or trust company who violates this section, upon
conviction shall be guilty of a severity level 8, nonperson felony.

History: L. 2015, ch. 38, § 8; July 1.

Statutes — Page 131



2020 Kansas Banking Law Book

Article 21 — TRUST COMPANIES

K.S.A. 9-2101. Issuing certificate of authority as bank to trust company authorized to
accept deposits; when.

Any trust company authorized to receive deposits under K.S.A. 17-2025, prior to its repeal, shall
be issued a certificate of authority by the commissioner upon surrendering such trust company's
charter and complying with the provisions of K.S.A. 9-804, and amendments thereto, and shall
thereafter be subject to all of the requirements, limitations and terms of the state banking code.

History: L. 1989, ch. 48, § 1; L. 2015, ch. 38, § 142; July 1.

K.S.A. 9-2102. Applicability of act.

All trust companies, regardless of when incorporated, shall be organized and governed pursuant to
the state banking code.

History: L. 1989, ch. 48, § 2; L. 2015, ch. 38, § 143; July 1.

K.S.A. 9-2103. Powers of trust companies; limited purpose trust companies.

(@) A trust company may exercise all powers necessary or incidental to carrying on a trust
business, including, without limitation, all powers conferred upon a business corporation by
the Kansas corporation code of 1972, and also may exercise the following powers:

@)
@)

3)

(4)

Q)

(6)

To receive for safekeeping personal property of every description;

to accept and execute any trust agreement and perform any trustee duties as required
by such trust agreement;

to act as agent, trustee, executor, administrator, registrar of stocks and bonds,
conservator, assignee, receiver, custodian, corporate trustee or attorney in fact in any
agreed upon capacity;

to accept and execute all trusts and to perform any fiduciary duties as may be
committed or transferred to it by order, judgment or decree of any court of record of
competent jurisdiction;

to act as executor or trustee under the last will and testament, or as administrator, with
or without the will annexed to the letters of administration, of the estate of any
deceased person;

to be a conservator for any minor, incapacitated person or trustee for any convict under
the appointment of any court of competent jurisdiction;
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(7) toreceive money in trust for investment in real or personal property of every kind and
nature and to reinvest the proceeds thereof;

(8) to act in any fiduciary capacity and to perform any act as a fiduciary which a Kansas
state bank may perform under any provision of the banking or insurance laws of this
state, including, without limitation, acting as a successor fiduciary to any bank upon
liquidation of its trust department through the transfer of its fiduciary assets pursuant
to K.S.A. 9-1604, and amendments thereto, which liquidation may be effected in the
manner provided in K.S.A. 9-2107, and amendments thereto, or otherwise;

(9) to act as either an originating trustee or as a contracting trustee pursuant to K.S.A. 9-
2107, and amendments thereto;

(10) to exercise any other power expressly conferred upon trust companies by any other
provision of the laws of this state;

(11) to buy and sell foreign or domestic exchange, gold, silver, coin or bullion; and

(12) to perform or purchase trust services for, or from, a bank or service corporation through
a trust service agency agreement, provided that the commissioner is notified 30 days
after contracting for the service and such notification includes the trust services
provided, the name of the servicer and the date the service will commence.

(b) Pursuantto K.S.A. 9-1713, and amendments thereto, the commissioner may adopt rules and
regulations clarifying any of the above enumerated powers and duties extended to trust
companies.

(c) A trust company may be formed for a limited purpose to exercise any one or more of the
enumerated powers in subsection (a). The articles of incorporation of such a trust company
shall contain a list of the specific powers that the trust company chooses and is authorized
to exercise.

History: L. 1989, ch. 48, § 3; L. 1990, ch. 60, 8 2; L. 1993, ch. 81, §84; L. 1994, ch.51, §88;
L. 2001, ch. 27, § 1; L. 2015, ch. 38, § 144; July 1.

K.S.A. 9-2104. Liability of holder of stock in a trust company.

(@) No executor, administrator, conservator or trustee holding trust company stock shall be
personally subject to any liability as stockholders in such trust company.

(b) No person holding trust company stock as collateral security shall be personally subject to
any liability as stockholders in such trust company.
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(c) The person owning the stock or the person pledging such stock shall be deemed the person
liable as a stockholder in the trust company.

(d) Any executor, administrator, conservator or trustee holding trust company stock shall be
liable in the normal course of acting and carrying out the fiduciary duties of an executor,
administrator, conservator or trustee.

)

1)

2

Any executor, administrator, conservator or trustee holding shares of stock may vote
as a shareholder.

Any person that has pledged such person's stock as collateral security may represent
the same at all meetings and may vote accordingly as a shareholder.

History: L. 1989, ch. 48, § 4; L. 2015, ch. 38, § 145; L. 2016, ch. 54, § 62; July 1.

K.S.A. 9-2107. Allowing for the contracting for trust services; definitions; notice filing;
authority of commissioner; fees; examination; branches.

(@) As used in this section:

(b)

1)

)

(3)

"Contracting trustee” means any trust company, as defined in K.S.A. 9-701, and
amendments thereto, any bank that has been granted trust authority by the
commissioner under K.S.A. 9-1602, and amendments thereto, any national bank
chartered to do business in Kansas that has been granted trust authority by the
comptroller of the currency under 12 U.S.C. § 92a, any bank that has been granted
trust authority or any trust company, regardless of where such bank or trust company
is located, that is controlled, as defined in K.S.A. 9-1612, and amendments thereto, by
the same bank holding company as any trust company, state bank or national bank
chartered to do business in Kansas, which accepts or succeeds to any fiduciary
responsibility as provided in this section;

"originating trustee™ means any trust company, bank, national banking association,
savings and loan association or savings bank which has trust powers and its principal
place of business is in this state and which places or transfers any fiduciary
responsibility to a contracting trustee as provided in this section; and

"financial institution” means any bank, national banking association, savings and loan
association or savings bank which has its principal place of business in this state but
which does not have trust powers.

Any contracting trustee and any originating trustee may enter into an agreement by which
the contracting trustee, without any further authorization of any kind, succeeds to and is
substituted for the originating trustee as to all fiduciary powers, rights, duties, privileges and
liabilities with respect to all accounts for which the originating trustee serves in any
fiduciary capacity, except as may be provided otherwise in the agreement. Notwithstanding
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the provisions of this section, no contracting trustee with a home office outside the state of
Kansas shall enter into an agreement except with an originating trustee which is commonly
controlled as defined in K.S.A. 9-1612, and amendments thereto, by the same bank holding
company.

Unless the agreement expressly provides otherwise, upon the effective date of the
substitution:

(1) The contracting trustee shall be deemed to be named as the fiduciary in all writings,
including, without limitation, trust agreements, wills and court orders, which pertain
to the affected fiduciary accounts; and

(2) the originating trustee is absolved from all fiduciary duties and obligations arising
under such writings and shall discontinue the exercise of any fiduciary duties with
respect to such writings, except that the originating trustee is not absolved or
discharged from any duty to account required by K.S.A. 59-1709, and amendments
thereto, or any other applicable statute, rule of law, rules and regulations or court order,
nor shall the originating trustee be absolved from any breach of fiduciary duty or
obligation occurring prior to the effective date of the agreement.

The agreement may authorize the contracting trustee:

(1) To establish a trust service desk at any office of the originating trustee at which the
contracting trustee may conduct any trust business and any business incidental thereto
and which the contracting trustee may otherwise conduct at its principal place of
business; and

(2) toengage the originating trustee as the agent of the contracting trustee, on a disclosed
basis to customers, for the purposes of providing administrative, advertising and
safekeeping services incident to the fiduciary services provided by the contracting
trustee.

Any contracting trustee may enter into an agreement with a financial institution providing
that the contracting trustee may establish a trust service desk as authorized by subsection
(d) in the offices of such financial institution and which provides such financial institution,
on a disclosed basis to customers, may act as the agent of contracting trustee for purposes
of providing administrative services and advertising incident to the fiduciary services to be
performed by the contracting trustee.

No activity authorized by subsections (b) through (e) shall be conducted by any contracting
trustee, originating trustee or financial institution until an application for such authority has
been submitted to and approved by the commissioner. The application shall be in the form
and contain the information required by the commissioner, which shall at a minimum
include certified copies of the following documents:

(1) The agreement;
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(2) the written action taken by the board of directors of the originating trustee or financial
institution approving the agreement;

(3) all other required regulatory approvals;

(4) proof of publication of notice that the applicant intends to file or has filed an
application pursuant to this section. The notice shall be published in a newspaper of
general circulation in the county where the principal office of the originating trustee
or financial institution is located. The notice shall be in the form prescribed by the
commissioner and shall contain the name of the applicant contracting trustee and the
originating trustee, and a solicitation for written comments. The notice shall be
published on the same day for two consecutive weeks and provide for a comment
period of not less than 10 days after the date of the second publication; and

(5) a certification by the parties to the agreement that written notice of the proposed
substitution was sent by first-class mail to each co-fiduciary, each surviving settlor of
a trust, each ward of a guardianship, each person that has sole or shared power to
remove the originating trustee as fiduciary and each adult beneficiary currently
receiving or entitled to receive a distribution of principle or income from a fiduciary
account affected by the agreement, and that such notice was sent to each such person's
address as shown in the originating trustee's records. An unintentional failure to give
such notice shall not impair the validity or effect of any such agreement, except an
intentional failure to give such notice shall render the agreement null and void as to
the party not receiving the notice of substitution.

A contracting trustee making application to the commissioner for approval of any agreement
pursuant to this section shall pay to the commissioner a fee, in an amount established
pursuant to K.S.A. 2016 Supp. 9-1726, and amendments thereto, to defray the expenses of
the commissioner in the examination and investigation of the application. The commissioner
shall remit all moneys received under this section to the state treasurer in accordance with
the provisions of K.S.A. 75-4215, and amendments thereto. Upon receipt of each such
remittance, the state treasurer shall deposit the entire amount in the state treasury to the
credit of the bank investigation fund. The moneys in the bank investigation fund shall be
used to pay the expenses of the commissioner, or designee, in the examination and
investigation of such applications and any unused balance shall be transferred to the bank
commissioner fee fund.

Upon the filing of a complete application with the commissioner, the commissioner shall
make or cause to be made, a careful examination and investigation of the proposed
agreement. If the commissioner finds any of the following matters unfavorably, the
commissioner may deny the application:

(1) The reasonable probability of usefulness and success of the contracting trustee; and
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(2) the financial history and condition of the contracting trustee including the character,
qualifications and experience of the officers employed by the contracting trustee.

(i) The commissioner shall render approval or disapproval of the application within 90 days of
receiving a complete application.

(j) Upon service of an order denying an application, the applicant shall have the right to a
hearing to be conducted in accordance with the Kansas administrative procedure act before
the state banking board. Any final order of the commissioner pursuant to this section is
subject to review in accordance with the Kansas judicial review act.

(k) When the commissioner determines that any contracting trustee domiciled in this state has
entered into a contracting agreement in violation of the laws governing the operation of such
contracting trustee, the commissioner may take such action as available under K.S.A. 9-
1714, 9-1805, 9-1807 or 9-1809, and amendments thereto, to remedy such violation.

() Any party entitled to receive a notice under subsection (f)(5) may file a petition in the court
having jurisdiction over the fiduciary relationship, or if none, in the district court in the
county where the originating trustee has its principal office, seeking to remove any
contracting trustee substituted or about to be substituted as fiduciary pursuant to this section.
Unless the contracting trustee files a written consent to its removal or a written declination
to act subsequent to the filing of the petition, the court, upon notice and hearing, shall
determine the best interest of the petitioner and all other parties concerned and shall fashion
such relief as the court deems appropriate in the circumstances, including the awarding of
reasonable attorney fees. The right to file a petition under this subsection shall be in addition
to any other rights to remove the fiduciary provided by any other statute or regulation or by
the writing creating the fiduciary relationship. If the removal of the fiduciary is prompted
solely as a result of the contracting agreement, any reasonable cost associated with such
removal and transfer shall be paid by the originating trustee or financial institution entering
into the agreement.

History: L. 1989, ch. 48, §7; L. 1990, ch. 60, § 3; L. 1993, ch. 30, § 2; L. 1994, ch. 51, § 1;
L. 1994, ch. 294, 8§ 1; L. 1999, ch. 18, 8 1; L. 2001, ch. 5, § 48; L. 2010, ch. 17, § 31, L. 2015,
ch. 38, § 146; L. 2016, ch. 54, § 63; July 1.

K.S.A. 9-2108. Trust service office; establishment or relocation; application.

It is unlawful for any trust company to establish or operate a trust service office or relocate an
existing trust service office except as provided herein.

(@) As used in this section: "Trust service office” means any office, agency or other place of
business located within this state, other than the place of business specified in the trust
company's certificate of authority, at which the powers granted to trust companies under
K.S.A. 9-2103, and amendments thereto, are exercised. For the purposes of this section, any
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activity in compliance with K.S.A. 9-2107, and amendments thereto, does not constitute a
trust service office.

After first applying for and obtaining the approval of the commissioner under this section,
one or more trust service offices may be established or operated in any city within this state
by a trust company incorporated under the laws of this state.

An application to establish or operate a trust service office or to relocate an existing trust
service office shall be in the form and manner prescribed by the commissioner and provide
the following documents:

(1) A certified copy of the written action taken by the board of directors of the trust
company approving the establishment or operation of the proposed trust service office
or the proposed relocation of the trust service office;

(2) all other required regulatory approvals;

(3) proof of publication of notice that the applicant intends to file or has filed an
application pursuant to this section. The notice shall be published in a newspaper of
general circulation where the proposed trust service office is to be located. The notice
shall be in the form prescribed by the commissioner and shall contain the name of the
applicant, the location of the proposed trust service office and a solicitation for written
comments. The notice shall be published on the same day for two consecutive weeks
and provide for a comment period of not less than 10 days after the date of the second
publication; and

(4) the application shall include the name selected for the proposed trust service office.
The name selected for the proposed trust service office shall not be the same or
substantially similar to the name of any other trust company or trust service office
doing business in the state of Kansas, nor shall the name selected be required to contain
the name of the applicant trust company. If the name selected for the proposed trust
service office does not contain the name of the applicant trust company, the trust
service office shall provide in the public lobby of such trust service office, a public
notice that it is a trust service office of the applicant trust company. Any trust company
may request exemption from the commissioner from the provisions of this subsection.

A trust company making application to the commissioner for approval of a trust service
office under this section shall pay to the commissioner a fee, in an amount established
pursuant to K.S.A. 2016 Supp. 9-1726, and amendments thereto, to defray the expenses of
the commissioner in the examination and investigation of the application. The commissioner
shall remit all moneys received under this section to the state treasurer in accordance with
the provisions of K.S.A. 75-4215, and amendments thereto. Upon receipt of each such
remittance, the state treasurer shall deposit the entire amount in the state treasury to the
credit of the bank investigation fund. The moneys in the bank investigation fund shall be
used to pay the expenses of the commissioner or designee in the examination and
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investigation of such applications and any unused balance shall be transferred to the bank
commissioner fee fund.

Upon the request of any trust company proposing to relocate an existing trust service office
less than one mile from the trust company's existing location, the commissioner may exempt
such trust company from the requirements of this section:

Upon the filing of a complete application with the commissioner, the commissioner shall
make or cause to be made, a careful examination and investigation. If the commissioner
finds any of the following matters unfavorably, the commissioner may deny the application:

(1) The reasonable probability of usefulness and success of the proposed trust service
office; and

(2) the applicant trust company's financial history and condition including the character,
qualifications and experience of the officers employed by the trust company.

Upon service of an order denying an application, the applicant shall have the right to a
hearing to be conducted in accordance with the Kansas administrative procedure act before
the state banking board. Any final order of the state banking board pursuant to this section
is subject to review in accordance with the Kansas judicial review act.

When the commissioner determines that a trust company domiciled 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 commissioner may take such action as available under
K.S.A. 9-1714, 9-1805, 9-1807 or 9-1809, and amendments thereto, to remedy such
violation.

History: L. 1993, ch. 81, § 1; L. 1994, ch. 51, § 2; L. 2001, ch. 5, § 49; L. 2010, ch. 17, § 32;
L. 2015, ch. 38, § 147; L. 2016, ch. 54, § 64; July 1.

K.S.A. 9-2111. Prohibiting out-of-state entity to establish or operate trust facility;
exceptions.

(@)

(b)

Except as provided in K.S.A. 9-2107, and amendments thereto, no trust company, trust
department of a bank, corporation or other business entity, the home office of which is
located outside the state of Kansas, shall establish or operate a trust facility within the state
of Kansas, unless the laws of the state where the home office of the nonresident trust
company, trust department of a bank, corporation or other business entity is located
authorize a Kansas chartered trust company, trust department of a bank, corporation or other
business entity to establish or operate a trust facility within that state.

Before any nonresident trust company, trust department of a bank, corporation or other
business entity establishes a trust facility in Kansas, a copy of the application submitted to
the home state, and proof that the home state authorizes a Kansas chartered trust company,
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trust department of a bank, corporation or other business entity to establish or operate a trust
facility within that state, must be filed by the applicant with the commissioner.

(c) No Kansas trust company shall establish an out-of-state trust facility until an application has
been filed with the commissioner and approval has been received. An application filed
pursuant to this section shall be subject to the provisions in K.S.A. 9-2108, and amendments
thereto.

(d) No Kansas bank with a trust department shall establish an out-of-state trust facility until an
application has been filed with the commissioner and approval has been received. An
application filed pursuant to this section shall be subject to the provisions in K.S.A. 9-1111,
and amendments thereto.

(e) As used in this section, "trust facility" means any office, agency, desk or other place of
business at which trust business is conducted.

(f) Any Kansas trust company or Kansas bank making application to the commissioner
pursuant to subsection (c) or (d) shall pay to the commissioner a fee to be established
pursuant to K.S.A. 2018 Supp. 9-1726, and amendments thereto, to defray the expenses of
the commissioner in the examination and investigation of the application. The commissioner
shall remit all moneys received under this section to the state treasurer in accordance with
the provisions of K.S.A. 75-4215, and amendments thereto. Upon receipt of each such
remittance, the state treasurer shall deposit the entire amount in the state treasury to the
credit of the bank investigation fund. The moneys in the bank investigation fund shall be
used to pay the expenses of the commissioner in the examination and investigation of such
applications and any unused balance shall be transferred to the bank commissioner fee fund.

History: L. 1994, ch. 51, § 3; L. 1994, ch. 294, § 2; L. 2012, ch. 94, § 2; L. 2015, ch. 38, § 148;
L. 2017, ch. 24, 8 1; Apr. 20.
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Chapter 74 - STATE BOARDS, COMMISSIONS AND AUTHORITIES

Article 30 - STATE BANKING BOARD

K.S.A. 74-3004. State banking board; qualifications; appointment, senate confirmation,
residence requirements; terms; vacancies.

(@)

(b)

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 and three shall represent the public interest in the
regulation, operation and control of state banks and trust companies. All members
representing the public interest shall be selected from the state at large. No nonbanker
member shall concurrently serve as an officer or director in any state or national bank or
trust company wherever located. One of the nine members shall be elected annually as
chairperson of the board. The 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. 46-2601, and amendments thereto,
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. 75-4315c, and
amendments thereto, of the six banker members, the governor shall appoint one from each
Kansas congressional district as presently constituted and the remainder from the state at
large. Appointment of nonbanker members shall be made with due consideration for
achieving representation of the various geographic sectors of the state.

(1) Terms of members of the board shall be for three years. Each member shall serve until
a successor is appointed and confirmed. Except as provided in paragraph (2), no person
shall serve more than two full three-year terms as a member of the board.

(2) Inthe event of a vacancy on the board, the governor shall appoint a new member of
the same qualification to fill the unexpired term. The mid-term appointment of a new
board member to serve an unexpired term created by such a vacancy shall not be
considered a full term for purposes of the two-term limit

History: L. 1947, ch. 102, § 100; L. 1961, ch. 387, § 1; L. 1978, ch. 308, § 62; L. 1981, ch. 299,
§ 55; L. 1982, ch. 347, § 36; L. 1987, ch. 54, § 13; L. 1992, ch. 262, § 11; L. 1995, ch. 241, § 11,
L. 2001, ch. 87, § 15; L. 2017, ch. 7, 8 1; July 1.

Revisor's Note: The state banking board was reestablished and continued in existence by act of

the legislature in 1981, see 74-7273. [74-7273 was repealed in 1992.]

K.S.A. 74-3005. Compensation and expenses; secretary; records.

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. The commissioner shall act as secretary
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for said board and shall keep a permanent record of all meetings and proceedings of said board in
his office.

History: L. 1947, ch. 102, § 101; L. 1974, ch. 348, § 61; July 1.

K.S.A. 74-3006. Meetings; quorum; access to records; advisory.

(@)

(b)

The board shall meet once each month, on dates it agrees upon, and shall meet at other times
as the board deems necessary or when called by the chairperson or any three members of
the board. Six members of the board shall constitute 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. The members
of the board during business hours shall have free access to all of the records in the office
of the commissioner. The board shall act in an advisory capacity in all matters pertaining to
the conduct and welfare of the banking department and the administration of the banking
laws of this state except as otherwise specifically provided by law.

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

History: L. 1947, ch. 102, 8 102; L. 1995, ch. 75, 8 1; July 1.

K.S.A. 74-3008. State banking board successor to all powers, duties and functions of
savings and loan board.

(@)

(b)

(©

(d)

The state banking board 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 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 banking board 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.

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 board.

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 until revised, amended or nullified pursuant to law.

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 banking board shall
succeed to such power or authority.
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History: L. 1993, ch. 16, § 4; July 18.
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Chapter 75 - STATE DEPARTMENTS; PUBLIC OFFICERS AND EMPLOYEES

Article 13 - STATE BANK COMMISSIONER

K.S.A. 75-1304. State bank commissioner; appointment; qualifications; duties.

(@)

(b)

(©)

(d)

The governor shall appoint, subject to confirmation by the senate as provided in K.S.A. 75-
4315h, and amendments thereto, a state bank commissioner who shall serve at the pleasure
of the governor. Except as provided by K.S.A. 46-2601, and amendments thereto, no person
appointed as bank commissioner shall exercise any power, duty or function as bank
commissioner until confirmed by the senate.

No person shall be eligible for appointment as commissioner unless such person has at least
five years actual experience as an executive officer in a state or national bank located in this
state.

The commissioner shall devote the commissioner's time and attention to the business and
duties of the office on a full-time basis.

While serving as bank commissioner, the commissioner shall not be an officer, voting
director, employee or paid consultant of:

(1) Any state or national bank or bank holding company;
(2) any affiliate of a state or national bank or bank holding company; or

(3) any other entity regulated by the commissioner.

History: L. 1947, ch. 102, § 83; L. 1978, ch. 308, § 71; L. 1981, ch. 299, § 62; L. 1982, ch. 347,
§50; L. 1999, ch. 166, 8§ 1; L. 2008, ch. 121, § 19; July 1.

K.S.A. 75-1305. Oaths.

The commissioner, his or her assistant and examiners, before entering upon the discharge of their
duties shall take and subscribe the usual oath of office.

History: L. 1947, ch. 102, § 84; L. 1967, ch. 434, § 52; July 1.

K.S.A. 75-1306. Office of state bank commissioner.

It shall be the duty of the secretary of administration to provide the commissioner with suitable
office space at Topeka.

History: L. 1947, ch. 102, § 85; L. 1953, ch. 375, 8§ 69; L. 1978, ch. 330, § 11; July 1.
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K.S.A. 75-1308. Record fees and expenses; disposition of moneys received; bank
commissioner fee fund.

The commissioner shall keep a record of all fees collected by the commissioner, together with a
record of all expenses incurred in the administration of programs regulated by the division of
banking and in the administration of programs regulated by the division of consumer and mortgage
lending. The bank commissioner shall remit all moneys received by or for the commissioner from
such fees to the state treasurer in accordance with the provisions of K.S.A. 75-4215, and
amendments thereto. Upon receipt of each such remittance, the state treasurer shall deposit the
entire amount in the state treasury. Ten percent 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 appropriation acts upon
warrants of the director of accounts and reports issued pursuant to vouchers approved by the bank
commissioner or by a person or persons designated by the commissioner.

History: L. 1947, ch. 102, § 94; L. 1973, ch. 50, § 1; L. 1999, ch. 166, § 10; L. 2001, ch. 5,
8§ 366; L. 2004, ch. 22, § 22; L. 2011, ch. 53, 8 55; July 1.
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Article 31 — SALARIES AND ASSISTANTS; MISCELLANEOUS PROVISIONS

K.S.A. 75-3135. Salary of bank commissioner; appointment of deputy commissioners;
assistants and employees; salaries.

(@)

(b)

(©

(d)

€)

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 two deputy commissioners who shall be in the unclassified service under the Kansas
civil service act and shall receive an annual salary in accordance with an equitable salary
schedule established by the bank commissioner and approved by the governor for all
unclassified positions. The average of the salaries shall not exceed the average
compensation of corresponding state regulatory positions in similar areas. The bank
commissioner's salary schedule shall be reported to the state banking board annually.

(1) The deputy commissioner of the banking division shall supervise all banks and trust
companies as directed by the bank commissioner and shall perform such other duties
as may be required by the bank commissioner.

(2) The deputy commissioner of the consumer and mortgage lending division shall
supervise all consumer and mortgage lending functions as directed by the bank
commissioner and shall perform such other duties as may be required by the bank
commissioner.

If the office of the bank commissioner is vacant or if the bank commissioner is absent or
unable to act, the deputy commissioner of the banking division shall be the acting bank
commissioner.

(1) The deputy commissioner of the banking division shall have at least five years'
experience as a state bank officer, or five years' experience as an officer of a state bank
holding company or a wholly-owned subsidiary conducting business that is related to
banking, or five years' experience as a state or federal regulator, or a combination of
the aforementioned experience.

(2) The 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: L. 1905, ch. 488, § 17; L. 1913, ch. 1, § 8; L. 1915, ch. 3, § 7; L. 1919, ch. 284, § 10;
L.1921, ch.1, §22; L.1923, ch.1, §6; R.S. 1923, 75-3135; L. 1925, ch.7, 87; L. 1927,
ch.304, 81; L.1931, ch. 18, §2; L.1933, ch. 271, §17; L.1937, ch. 329, § 30; L. 1939,
ch. 302, §1; L. 1943, ch. 277, §20; L. 1947, ch. 416, § 15; L. 1949, ch. 440, §1; L. 1953,
ch. 388, §1; L. 1961, ch.409, §9; L. 1965, ch. 458, § 22; L. 1967, ch. 443, §16; L. 1974,
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ch. 361, § 75; L. 1983, ch. 285, §1; L.1987, ch.54, §14; L. 1999, ch. 166, § 11; L. 2012,
ch. 161, § 14; L. 2018, ch. 4, § 4; Mar. 8.

K.S.A. 75-3135a. Bank commissioner; appointment of regional managers and financial
examiner administrators; compensation.

@ @)

@)

Subject to the provisions of appropriation acts, the bank commissioner may appoint
regional managers, financial examiner administrators, case managers, examiners and
a business manager within the office of the state bank commissioner as determined
necessary by the bank commissioner to effectively carry out the mission of the office.
Each regional manager, financial examiner administrator, case manager, examiner or
business manager appointed after the effective date of this act shall be in the
unclassified service under the Kansas civil service act, shall have special training and
qualifications for such positions, shall serve at the pleasure of the bank commissioner
and shall receive compensation fixed by the bank commissioner and approved by the
governor and shall receive compensation in accordance with an equitable salary
schedule established by the bank commissioner and approved by the governor for all
unclassified positions.

The average of the amount of compensation in the bank commissioner's salary
schedule for such appointed positions in the unclassified service shall not exceed the
average compensation of corresponding state regulatory positions in similar areas. The
bank commissioner's salary schedule for unclassified positions shall be reported to the
state banking board annually.

(b) Nothing in subsection (a) shall affect the classified status of any person employed in the
office of the state bank commissioner on the day immediately preceding the effective date
of this act. The provisions of this subsection shall not be construed to limit the powers of
the bank commissioner pursuant to K.S.A. 75-2948, and amendments thereto.

History: L. 2002, ch. 90, § 1; L. 2012, ch. 161, 8§ 15; May 31.
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KANSAS ADMINISTRATIVE REGULATIONS
Agency 17 — OFFICE OF THE STATE BANK COMMISSIONER
Article 1 — DEFINITIONS
17-1-1 Definitions.

Articles 2 to 7 — RESERVED

Article 8 — FINANCIAL MODERNIZATION
17-8-1 Financial subsidiaries.

Article 9 — INVESTMENT SECURITIES

17-9-1 Investment securities; definitions.

17-9-2 Investment securities; limitation.

17-9-3 Investment securities; ledger and records.

17-9-4 Investment securities; amortization of premium.

17-9-5 Investment securities; conversion.

17-9-6 Investment securities; acquisition through debt previously contracted.
17-9-7 Investment securities; repurchase.

17-9-8 Investment securities; trustees.

17-9-9 Investment securities; no transaction as principal.

17-9-10  Investment securities; requests for rulings.

Article 10 - RESERVES
17-10-1 Revoked.

Article 11 - DOCUMENTATION REQUIREMENTS
17-11-1t0 17-11-12 Revoked.
17-11-13  Stockholders' meetings.
17-11-14 Directors' meetings.
17-11-15 Loans; records.
17-11-16 Bonds; records.
17-11-17 Bank-owned real estate; records.
17-11-18 Loans; documentation requirements.
17-11-19 Charged-off assets; records.
17-11-20 Revoked.
17-11-21  Appraisals and evaluations.
17-11-22 Insurance on Bank Property.
17-11-23  Other assets; records.

Article 12 - TRANSACTIONS
17-12-1  Daily transactions.
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17-12-2  Daily statement.

Article 14 — DEPOSIT OF PUBLIC FUNDS; REVENUE BOND APPROVAL
17-14-1  Revenue bonds; approval.

Article 15 - RECORDS
17-15-1  Records; retention period.

Article 16 — CHARTER APPLICATIONS
17-16-1  Application; filing.
17-16-2  Application; contents.
17-16-3  Revoked.
17-16-4  Comment letters; notification of the applicant.
17-16-5t0 17-16-8  Revoked.
17-16-9  Application; consideration by the board.

Article 17 — FINANCIAL FUTURES CONTRACTS
17-17-1  Limitation on engaging in futures.
17-17-2  Definitions.
17-17-3  Adoption of policy by bank.
17-17-4  Notice to commissioner.
17-17-5  Monthly review of contracts.
17-17-6  Maintenance of ledger accounts or registers.
17-17-7  Review of contracts; market valuation.
17-17-8  Hedging of mortgage banking operations.
17-17-9  Effect on bank's financial condition.
17-17-10 Internal controls; reporting.

Article 18 — OPEN-END INVESTMENT COMPANIES
17-18-1t0 17-18-4  Revoked.

Article 19 — BANK SUBSIDIARIES ENGAGED IN SECURITIES ACTIVITIES
17-19-1  Organization; application approval.
17-19-2  Registration and licensing; violations; examination.
17-19-3  Wholly-owned subsidiary; leasing; employees; office location.
17-19-4  Capital; lending limit.

Article 20 - EMPLOYMENT
17-20-1  Employment; security background check.
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Article 21 — BANK HOLDING COMPANIES; APPLICATION FOR THE ACQUISITION OF A
KANSAS BANK OR BANK HOLDING COMPANY

17-21-1
17-21-2
17-21-3
17-21-4
17-21-5
17-21-6
17-21-7
17-21-8

Definitions.

Application.

Contents of application.

Filing of application.

When complete.

Concurrent jurisdiction.

Revoked.

Application; request for additional information.

Article 22 — APPLICATION FEES

17-22-1

Application fees.

Article 23 — TRUST SUPERVISION

17-23-1
17-23-2

17-23-3
17-23-4
17-23-5
17-23-6
17-23-7
17-23-8
17-23-9
17-23-10
17-23-11
17-23-12
17-23-13
17-23-14
17-23-15
17-23-16

Definitions.

Adoption of policies and procedures with respect to brokerage placement
practices.

Administration of fiduciary powers.

Books and accounts.

Audit of trust activities.

Funds awaiting investment or distribution.
Investment of funds held as fiduciary.
Self-dealing.

Revoked.

Surrender of fiduciary powers.

Collective investment.

Record-keeping for securities transactions.
Form of notification for securities transactions.
Time of notification for securities transactions.
Revoked.

Location of trust documents.

Agency 103 - JOINT REGULATIONS - STATE BANK COMMISSIONER AND

SAVINGS AND LOAN COMMISSIONER

Article 1 - SECURITY FOR DEPOSIT OF PUBLIC FUNDS

103-1-1

Security for deposit of public funds.
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Agency 104 - JOINT REGULATIONS — CONSUMER CREDIT COMMISSIONER,
CREDIT UNION ADMINISTRATOR, SAVINGS AND LOAN COMMISSIONER AND
BANK COMMISSIONER

Article 1 — ADJUSTABLE RATE NOTES
104-1-1  Revoked.
104-1-2  Consumer-purpose adjustable rate real estate transactions.
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KANSAS ADMINISTRATIVE REGULATIONS
Agency 17 - OFFICE OF THE STATE BANK COMMISSIONER

Article 1 — DEFINITIONS

K.A.R. 17-1-1. Definitions.

As used in article 1 through article 23 of these regulations, “commissioner” means the Kansas state
bank commissioner.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-701; effective Aug. 9,
1996.)

Articles 2 to 7 — RESERVED

Article 8 - FINANCIAL MODERNIZATION

K.A.R. 17-8-1. Financial subsidiaries.

(@) Before acquiring an interest in a financial subsidiary pursuant to K.S.A. 9-1101(29), and
amendments thereto, or engaging in a new activity in an existing financial subsidiary of
the bank, the bank shall provide a written notice to the commissioner that contains the
following information:

(1) If acquiring an interest in a financial subsidiary, a description of the transactions
through which the bank proposes to acquire control of, or an interest in, the financial
subsidiary, and the percentage of ownership proposed,;

(2) the name and main office address of the financial subsidiary;
(3) adescription of the current and proposed activities of the financial subsidiary; and

(4) if the proposal relates to an initial affiliation with a company engaged in insurance
activities, a description of the type of insurance activities that the company is engaged
in or plans to conduct, the name of each state where the company holds an insurance
license, and the name of the state insurance regulatory authority that issued the
license.

(b) A notice filed with the commissioner shall be deemed approved on the 15th calendar day
after receipt of a complete notice unless before that time the commissioner notifies the bank
of any of the following:

(1) The acquisition of the interest in the financial subsidiary or the proposed new activity
in an existing financial subsidiary is approved.
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(2) The notice will require additional review.

(3) The bank is not approved to acquire the interest in the financial subsidiary or to
engage in the proposed new activity in an existing financial subsidiary.

The aggregate consolidated total assets of all financial subsidiaries of a bank shall not
exceed 45 percent of the consolidated total assets of the parent bank.

If the commissioner finds that any financial subsidiary is being operated in either an illegal
or an unsafe and unsound manner, the bank may be ordered by the commissioner to take
appropriate remedial action or to divest itself of its interest in the financial subsidiary.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 9-1101; effective Oct. 3, 2003.)

Article 9 — INVESTMENT SECURITIES

K.A.R. 17-9-1. Investment securities; definitions.

For the purposes of K.S.A. 1995 Supp. 9-1101(6) and this article:

(@)

(b)

“investment security” means an investment made for the account of the bank which is a
marketable obligation evidencing indebtedness in the form of a bond, note, or debenture,
commonly known as an investment security. The term shall not include, and nothing in this
article shall be construed as permitting a bank to purchase, investments which are
predominantly speculative in nature or which are in default as to principal and interest; and

“marketable obligation” means an investment that:

(1) may be sold with reasonable promptness at a readily determinable price which
corresponds reasonably to its fair value; and

(2) is supported by adequate evidence that the obligor will be able to perform all
obligations in connection with the security including the ability to meet all debt
service requirements.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective Aug. 9,
1996.)

K.A.R. 17-9-2. Investment securities; limitation.

The percentage limitations contained in K.S.A. 1995 Supp. 9-1101(6) shall be determined on the
basis of the par or face value, or cost of the security, whichever is less, and not on the market value.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective Aug. 9,
1996.)

Regulations — Page 2



2019 Kansas Banking Law Book

K.A.R. 17-9-3. Investment securities; ledger and records.

(@) The bank shall maintain a central listing showing the following for each investment
security:

(1) par value;
(2) cost;
(3) interest rate;
(4) purchase and maturity dates; and
(5) name of the issuer.
(b) The bank shall retain the following additional information for each investment security:

(1) all credit information and risk documentation necessary to show compliance with
K.A.R. 17-9-1; and

(2) original invoices of any sales and purchases.
(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective Aug. 9,
1996.)

K.A.R. 17-9-4. Investment securities; amortization of premium.

A bank shall not purchase an investment security for its own account at a price exceeding par
unless the bank provides for the regular amortization of the premium paid in accordance with
generally accepted accounting principles (GAAP).

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective Aug. 9,
1996.)

K.A.R. 17-9-5. Investment securities; conversion.

(@) The purchase of investment securities convertible into stock at the option of the issuer shall
be prohibited.

(b) A bank may purchase investment securities convertible into stock at the option of the
holder or with stock purchase warrants attached if it is apparent that the price paid for an
otherwise eligible security fairly reflects the investment value of the security itself and does
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not include any speculative value based upon the presence of a stock purchase warrant or
conversion option.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective Aug. 9,
1996.)

K.A.R. 17-9-6. Investment securities; acquisition through debt previously contracted.

The restrictions and limitations contained in article 9 of these regulations shall not apply to
investment securities acquired:

(@) through foreclosure on collateral,
(b) in good faith by way of compromise of a doubtful claim; or
(c) toavoid loss in connection with a debt previously contracted.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective Aug. 9,
1996.)

K.A.R. 17-9-7. Investment securities; repurchase.

(@) Subject to the limitation in subsection (b) of this regulation, a bank may purchase and sell
investment securities under a repurchase agreement if one or more of the following
provisions is part of the repurchase agreement:

(1) the bank has the option or right to require the seller of the securities to repurchase
them from the bank at a price stated in the agreement, or at a price subject to
determination under the terms of the agreement, but in no case less than the value at
the time of the repurchase;

(2) the seller or the seller's nominee reserves the right or the option to repurchase the
securities for a price stated or at a price subject to determination under the terms of
the agreement, but in no case shall the option be for an amount less than the value at
the time of the initial purchase;

(3) the bank selling securities has an option or right to repurchase the securities from the
buyer at a price stated or at a price subject to determination under the terms of the
agreement; or

(4) the seller or a third party guarantees the bank against loss on resale of the securities.
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(b) The total amount that any bank has committed to repurchase at any one time from the state
of Kansas or its political subdivisions shall not exceed a sum equal to 10 times the bank's
capital and surplus.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101 and K.S.A. 9-1131;
effective Aug. 9, 1996.)

K.A.R. 17-9-8. Investment securities; trustees.

Where the investment security is issued under a trust agreement, the agreement shall provide for a
trustee independent of the obligor. The trustee shall be a bank or trust company.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective Aug. 9,
1996.)

K.A.R. 17-9-9. Investment securities; no transaction as principal.

Except with the prior approval of the commissioner, a bank shall not participate as a principal in
the marketing of investment securities.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective Aug. 9,
1996.)

K.A.R. 17-9-10. Investment securities; requests for rulings.

(@) Any bank may request a determination by the commissioner whether a security which the
bank holds or desires to purchase for its own account qualifies as an investment security.

(b) Any request shall be accompanied by information sufficient to enable the commissioner to
make a determination.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective Aug. 9,
1996.)

Article 10 - RESERVES

K.A.R. 17-10-1. Revoked.

(Authorized by K.S.A. 9-1001; K.S.A. 1969 Supp. 9-1713; effective Jan. 1, 1970; revoked
Aug. 9, 1996.)
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Article 11 - DOCUMENTATION REQUIREMENTS

K.A.R. 17-11-1 to 17-11-8. Revoked.

(Authorized by K.S.A. 9-1101, K.S.A. 1965 Supp. 9-1713; effective Jan. 1, 1966; revoked
Aug. 9, 1996.)

K.A.R. 17-11-9. Revoked.

(Authorized by K.S.A.9-1713 and implementing K.S.A. 9-1101 and 9-1131; effective
Jan. 1, 1966; amended May 1, 1978; amended, T-84-14, July 1, 1983; amended May 1,
1984; revoked Aug. 9, 1996.)

K.A.R. 17-11-10 to 17-11-12. Revoked.

(Authorized by K.S.A. 9-1101, K.S.A. 1965 Supp. 9-1713; effective Jan. 1, 1966; revoked
Aug. 9, 1996.)

K.A.R. 17-11-13. Stockholders" meetings.

Minutes shall be made of each stockholders' meeting of a bank or trust company. The minutes
shall show any action taken by the stockholders, including the election of all directors.

(Authorized by K.S.A.9-1713; implementing K.S.A.9-1114; effective Jan. 1, 1966;
amended Aug. 9, 1996.)

K.A.R. 17-11-14. Directors' meetings.

(@) Minutes shall be made of each directors' meeting of a bank or trust company. The minutes
shall show any action taken by the directors.

(b) In addition to any other actions the board may take, the following specific actions shall be
taken by the board of directors and noted in the minutes:

(1) Election of all officers, showing their titles, salaries, and bonuses, if any;
(2) approval of all loans, including overdrafts. The board may establish a committee with

authority to approve loans. The board shall approve a report from the committee
summarizing all loans made since the board's last meeting;
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review and approval of the directors' examination or audit required under K.S.A. 9-
1116, and amendments thereto;

annual approval of all bank policies;

review of all state and federal regulatory examination reports received since the
board's last meeting;

annual approval of fidelity bond and bank casualty insurance;
approval of bank income and expenses and securities transactions;
review and ratification of any committee reports; and

approval of dividends and a review that the dividends are in compliance with
K.S.A. 9-910, and amendments thereto.

(Authorized by K.S.A.2000 Supp.9-1713; implementing K.S.A.9-911, K.S.A. 2000
Supp. 9-1114, K.S.A. 2000 Supp.9-1115, and K.S.A.9-1116; effective Jan. 1, 1966;
amended Sept. 20, 1996; amended Jan. 18, 2002.)

K.A.R. 17-11-15. Loans; records.

Each bank or trust company shall maintain a central listing which shows the following:

(@) the indebtedness of each borrower;

(b) the note number;

(c) the origination date of the loan;

(d) the amount; and

(e) the maturity date.

(Authorized by K.S.A.9-1713; implementing K.S.A. 1995 Supp.9-1101 and 9-2103;
effective Jan. 1, 1966; amended Aug. 9, 1996.)

K.A.R. 17-11-16. Bonds; records.

(@) Each bank or trust company shall maintain a central listing showing the following for each
bond:

(1) par value;
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(2) cost;

(3) interest rate;

(4) purchase date;

(5) maturity date; and

(6) name of the issuer.

In addition, each bank or trust company shall maintain and keep on file for each bond:
(1) all credit information and risk documentation;

(2) original invoices of sales and purchases; and

(3) descriptive circulars or other descriptive material, giving complete information as to
the bond issue.

(Authorized by K.S.A.9-1713; implementing K.S.A. 1995 Supp.9-1101 and 9-2103;
effective Jan. 1, 1966; amended Aug. 9, 1996.)

K.A.R. 17-11-17. Bank-owned real estate; records.

(@)

(b)

Each bank or trust company shall maintain the following records for real estate owned by
the bank or trust company:

(1) the insurance coverage on the real estate, including the amount of insurance and the
expiration date;

(2) the legal description of the property;
(3) the cost of alterations; and
(4) proof of the payment of real estate taxes.

In addition to the above requirements, the bank shall maintain the following records for
bank-owned real estate obtained through foreclosure or debt settlement:

(1) the name of the original debtor;
(2) the total amount of indebtedness for which the real estate was acquired,

(3) the cost of acquisition; and
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(4) the fair market value supported by an accurate appraisal performed not later than 90
days following the date of acquisition of the property. Thereafter, the fair market
value shall be supported by an annual appraisal or appraisal update.

(A) Any appraisal required by subsection (b)(4) may be performed by any of the
following:

(i) acertified or licensed appraiser;
(if) two officers or directors of the bank; or
(iii) some other qualified individual.
(B) As used in subsection (b)(4), “appraisal update” shall mean a review of the
property and the existing appraisal to determine the current fair market value and

to make adjustments to the bank's valuation of the property if necessary.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1102; effective Jan. 1,
1966; amended May 1, 1978; amended Jan. 27, 1992; amended Aug. 9, 1996.)

K.A.R. 17-11-18. Loans; documentation requirements.

(@)

(b)

Except as specified in this subsection, each bank shall maintain complete and current credit
information, not older than 15 months, for each borrower for whom the total amount of the
following exceeds $100,000:

(1) All loans made to the borrower; and

(2) all loans attributable to the borrower pursuant to K.S.A. 9-1104, and amendments
thereto.

This requirement shall not apply if all loans made or attributable to the borrower are
adequately secured.

Unless loan repayment is guaranteed by a governmental program or private insurance
company, the following requirements shall be met:

(1) For each real estate loan in excess of $25,000 but less than $50,000, the bank shall
complete one of the following tasks:

(A) The bank shall verify in writing that a lien search of the records of the county
register of deed's office was conducted and the bank's lien position was
determined. This verification of a lien search shall be on file with the bank.
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(B) The bank shall obtain and maintain on file either an attorney's written title
opinion or a title insurance policy.

(C) For a non-purchase-money mortgage that is not a refinancing of an existing first
mortgage, the bank shall obtain an insurance policy fully insuring the bank
against loss of the mortgage priority position. The bank shall maintain a copy of
the policy and any other supporting information on file.

(2) For each real estate loan of $50,000 or more, an attorney's written title opinion or a
title insurance policy shall be on file with the bank.

If the value of the improvements on any real estate is necessary for adequate protection of
the loan, an insurance policy covering these improvements against fire and windstorm shall
be on file with the bank for any loan in excess of $25,000.

A real estate mortgage or deed of trust, showing the filing information with the county
register of deeds, shall be on file with the bank for each loan collateralized by real estate.

For any loan collateralized by personal property, if the bank is required by law to file a
financing statement to perfect a security interest, the bank shall retain a copy of the filed
financing statement. In other cases, the bank shall maintain all documents related to the
loan.

(Authorized by K.S.A.2013 Supp.9-1713; implementing K.S.A. 2013 Supp. 9-1101,
K.S.A. 9-1130, and K.S.A. 2013 Supp. 9-1713; effective Jan. 1, 1966; amended May 1,
1983; amended Jan. 27, 1992; amended Aug. 9, 1996; amended Jan. 18, 2002; amended
May 30, 2003; amended May 3, 2013; amended July 11, 2014.)

K.A.R. 17-11-19. Charged-off assets; records.

(@)

(b)

Each bank or trust company shall maintain a central listing of any assets charged off the
books of the bank or trust company. The central listing shall include a subsidiary ledger for
each debtor, showing the date of charge-off, the description of the asset, the amount
charged off, and any recoveries.

The bank or trust company shall retain the central listing for 10 years after the last payment
is received, or 10 years after the date of the charge-off if no payments have been received.

(Authorized by K.S.A. 2000 Supp. 9-1713; implementing K.S.A. 2000 Supp. 9-1101, as
amended by L. 2001, ch. 87, 8 5, and 9-2103, as amended by L. 2001, ch. 27, § 1; effective
Jan. 1, 1966; amended Aug. 9, 1996; amended Jan. 18, 2002.)
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K.A.R. 17-11-20. Revoked.

(Authorized by K.S.A. 9-1101, K.S.A. 1965 Supp. 9-1713; effective Jan. 1, 1966; revoked
Aug. 9, 1996.)

K.A.R. 17-11-21. Appraisals and evaluations.

(@)

(b)

(©)

Except for those transactions that meet the requirements of subsection (b) or (c), an
accurate appraisal of all real estate mortgaged to secure principal debt of $25,000 or more
to a bank shall be made by an appraiser who is licensed or certified by the state in which
the property is located and who is independent of the transaction.

Two officers or directors, or a qualified individual who is independent of the transaction,
may complete an accurate evaluation of real estate mortgaged in the following types of real
estate-related transactions:

(1) Real estate mortgaged to secure principal debt of $250,000 or less;

(2) business loans of $1 million or less secured by real estate, if the primary source of
repayment is not dependent upon the sale of, or rental income from, the real estate; or

(3) renewals or refinancing of loans, in any amount, secured by real estate, if either of the
following conditions is met:

(A) There is no advancement of new monies other than funds necessary to cover
reasonable closing costs; or

(B) there has been no obvious and material change in market conditions or physical
aspects of the property that affects the adequacy of the real estate collateral or
the validity of an existing appraisal, even with the advancement of new monies.

Neither an appraisal nor an evaluation shall be required for the following types of real
estate-related transactions:

(1) Loans that are well supported by income or other collateral if real estate is taken as
additional collateral solely in an abundance of caution;

(2) loans to acquire or invest in real estate if a security interest is not taken in real estate;

(3) liens taken on real estate to protect rights to, or control over, collateral other than real
estate;

(4) real estate operating leases that are not the equivalent of a purchase or sale; or
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(5) real estate-related loans that have met all appraisal requirements necessary to be sold
to, or insured by, a United States government agency or a United States government-
sponsored agency.

Each individual who conducts an appraisal or evaluation shall view the premises, make a
written statement of value, and sign and file the statement with the bank.

Despite any other provisions of this regulation, an appraisal or evaluation may be required
by the commissioner if it is deemed necessary to address safety and soundness concerns.

(Authorized by K.S.A. 2013 Supp. 9-1713; implementing K.S.A. 2013 Supp. 9-1101 and 9-
1713; effective Jan. 1, 1966; amended May 1, 1978; amended Jan. 27, 1992; amended
Oct. 19, 1992; amended Jan. 25, 1993; amended Sept. 20, 1993; amended Sept. 19, 1994;
amended Aug. 9, 1996; amended Jan. 18, 2002; amended July 11, 2014.)

K.A.R. 17-11-22. Insurance on Bank Property.

The insurable tangible property of a bank or trust company shall be insured for at least seventy
percent of its actual value against loss from fire, windstorm and tornado.

(Authorized by L. 1965, ch. 81; compiled January 1, 1966.)

K.A.R. 17-11-23. Other assets; records.

Each bank or trust company shall maintain a central listing showing the following on any personal
property taken in payment of a debt:

(@)
(b)
(©)
(d)
€)

a complete description of the property;

the date of acquisition;

the name of the original debtor;

the total amount of indebtedness for which the personal property was acquired; and
the cost of acquisition.

(Authorized by K.S.A.9-1713; implementing K.S.A. 1995 Supp.9-1112 and 9-2103;
effective Aug. 9, 1996.)
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Article 12 - TRANSACTIONS

K.A.R. 17-12-1. Daily transactions.

(@) Each transaction affecting the assets, liabilities, or fiduciary assets held by the bank or trust
company shall be shown in detail.

(b) The books and records shall be designed to allow the tracing of any transaction from origin
to final entry.

(c) Books and records shall be posted daily covering all transactions for the preceding day,
except for the final entries which are made at some other regular stated interval.

(Authorized by K.S.A.9-1713; implementing K.S.A. 1995 Supp.9-1101 and 9-2103;
effective Jan. 1, 1966; amended Jan. 27, 1992; amended Aug. 9, 1996.)

K.A.R.17-12-2. Daily statement.

A summary of all transactions showing the assets, liabilities and net worth of the bank or trust
company shall be prepared daily for each bookkeeping day and kept on file at the bank or trust
company. Additionally, a summary of all transactions relating to fiduciary assets shall be prepared
at least monthly and kept on file at the bank or trust company.

(Authorized by K.S.A.9-1713; implementing K.S.A. 1995 Supp.9-1101 and 9-2103;
effective Jan. 1, 1966; amended May 1, 1978; amended Jan. 27, 1992; amended Aug. 9,
1996.)

Article 13 - RESERVED

Article 14 — DEPOSIT OF PUBLIC FUNDS; REVENUE BOND APPROVAL

K.A.R. 17-14-1. Revenue bonds; approval.

The commissioner may approve, as security for the deposit of public funds pursuant to K.S.A. 9-
1402, revenue bonds of any municipal corporation or quasi-municipal corporation, except for
bonds issued under K.S.A. 12-1740 to 12-1749 and bonds secured by revenues of a utility which
has been in operation for less than three years. Revenue bonds may be approved subject to the
following conditions:

(@) Such bonds shall be issued pursuant to the laws of Kansas, and the commissioner shall be
furnished a copy of the approving legal opinion of a recognized bond attorney.

(b) The rates, fees or charges fixed for the use of services rendered by a utility (as defined by
K.S.A. 10-1201) shall be sufficient to:
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(1) pay the cost of operation, improvement, and maintenance of the utility;
(2) provide an adequate depreciation fund; and
(3) pay the principal of and interest upon the bonds when due.

(c) Such bonds shall have a debt service coverage for the term of the issue of at least 140%,
except that debt service may go as low as 125% in a future year or years, provided:

(1) There is a rate covenant in the ordinance stating that rates, fees and charges shall be
raised if necessary to have at least 125% debt service coverage; or

(2) The issue has a rating of A or better in a nationally recognized rating publication.

(d) The municipality shall forward a certified statement of the annual audit required by
K.S.A. 10-1208 to the State Bank Commissioner within thirty (30) days of completion, of
the same.

(e) The auditor or certifying officer shall make a certified statement that they shall notify the
State Bank Commissioner within thirty (30) days of the completion of the audit in any year
the coverage of the annual debt service falls below 140% and shall explain what steps have
been taken to correct the deficiency.

(f) The municipality shall submit a certified copy of the minutes of the meeting of the local
governing body that approved the authority to issue the bond resolution, and shall also
submit a certified copy of the Bond Resolution.

(Authorized by K.S.A. 9-1402, K.S.A. 1965 Supp. 9-1713; effective Jan. 1, 1966; amended
Jan. 27, 1992.)

Article 15 - RECORDS

K.A.R. 17-15-1. Records; retention period.

Each bank or trust company shall retain the following records for the periods indicated:

TYPE OF RECORD RETENTION RECORD

ADMINISTRATIVE

Attachments and/or garniSHMENTS...........covviiiriieiee e 2 years after close

NOTE: Legal documents and copies of returns and correspondence
should be filed after case closed with general correspondence.

BanK €XamMINEI'S FEPOITS .....uviieiieiiese et se et e te e e e saeesaeeneeereesteeneenneenres 5 years
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NOTE: These are the property of the supervisory authorities,
whose approval should be obtained prior to destruction.

Charged-0ff @SSEL FECOIUS ........eeiuieieitie ettt Permanent
Court case records (foreclosed real estate, etC.).......ccoverivereereiiesiiereee e 2 years after close

Insurance records

@) Schedules of fire and other insurance, also records of
premium payments and of amounts recovered...........ccoovevverieiveresiiesieennnns 3 years

(b) Casualty liability policies expired—P.L. & P.D., O.L. & T.,
L (oSO P PP PPRP PR 2 years
(©) Windstorm, fire, theft, etc., policies expired........c.ccccoveiveiiviie i 2 years
(d) Bankers Blanket BONAS .........cccooviiiiiieieeese e 6 years
Minute books of meetings (stockholders, directors, committees, etC.)........cccccevverurennene. Permanent

ACCOUNTING AND AUDITING

Accrual and bond amortization FECOIAS .........cueuieiiiie e 1 year
F N (o [ =] 0o TSRS 3 years
F (o [ Y 0] o =T 1= £SO RTUR 3 years
BanK Call REPOITS ...ttt er e nbe et eneenres 5 years
BUAGEE WOTKSNEELS ...ttt e e steete e e naenne s Optional
Consolidated financial StatEMENTS............ccviieiiee e 5 years
Daily reServe COMPUEALION ......ccviiieiieiieie ettt e st et ereesae e e 1 year
D] 1 (=TT Lo =T ol o] o OSSR 2 years
Income and diVIAENd FEPONT .......ccueiiiiie e e 5 years
Reconcilements of bank (due t0) AEPOSILS .......eoviiiiiiiiieii e 1 year
Reconcilements register (AU FrOM).........c.oiiiiii i 1 year
R oo R (oo =T od (o] £SO PSTR 5 years
Reports to eXeCULIVE COMMITIEE ... .uiiie et es 5 years
Securities vault “in and OUL” TICKETS.......c.ccvie e 1 year
B I e =T ol0] 0 PSPPSRI 7 years

NOTE: Copies of schedules and returns to taxing authorities for
tax purposes, notices of assessment by taxing authorities and
documentary proceedings in appeal therefrom.
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CAPITAL

Capital stock certificates, records of, Or StubS OF ........cccccovviiiieii e Permanent
(OF o] r= L IRS] (0101 =T [0 T SRS Permanent
DiIVIAeNd ChECKS.......voiecie e 5 years after paid
DiIVIAeNd FEQISTEN.......civieieceieceese e 5 years after all checks are paid
e () =PTSRS 3 years
Receipts for StOCK CErtifiCateS .........oouiiieiieiee e Permanent

NOTE: Where bank secures a receipt it is recommended that it be
affixed to stub of certificate book.

CERTIFICATES OF DEPOSIT

O] () o 11 SRS 5 years after paid
[T [0 T or: T o USSR PPURTTRPRS 2 years after close
o LCT 0] (=] SRS 2 years

CHECKING ACCOUNTS—INDIVIDUALS AND FIRMS

Account Analysis

ANalysiS WOIK SNEELS OF CAIUS.......cieeiiieieiieeie et 1 year

AVErage DalanCe Cards .........coiveiieiieie e Optional
INterest COMPUEALION FECOTTS ... ...cueiiuieiieiie sttt e et enee e Optional

SErVICE Charge rECOMUS ... .eovieeie ettt et e e e Optional
Bookkeepers' daily lists of checks charged in total (Short lists) .......ccccoovviiiiiniiiiiiee 1 year
L0 1= o3 1 o0 Yo Q0] (0 (=1 £ SRR Optional
Checks paid (Microfilm copy-front and back)...........ccccovveviiieiiiie e 5 years
Copies Of adVICES OF AEPOSIT .....ccvveiieiiicieci e ns 1 year
Daily report 0f OVEIAraftS.........ccvviieiieece e Optional
DEPOSIE TICKBES. ...ttt ettt ettt et ne et enbe et e b e sneebe e eres 5 years

NOTE: Return with statement after microfilm

INAIVIAUAL IEAQEIS....cceieeiiie et e 5 years after last entry
Individual 1edger JOUINAIS ..........ooieiieiiee et esreeae e e 1 year
Partnership agreement and aUtNOFILY ..........cccveviiieiieiieese e 5 years
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Reports of accounts opened and CIOSEd .........cc.ooiiiiiiiiiiiie e Optional
RESOIULIONS ...ttt nreas 5 years after close
SIGNALUIE CAITS ....e.vieeieieiecieeie ettt e et te e sre e e e s e raesreennennes 5 years after close
Statement MaIlING OFUEN ........oiii e e 2 years after close

Statement stubs

@ If accounts are analyzed direct from statement stubs, the
stubs retained in lieu of work sheets or cards..........cccoccevveeviieiinnciie e 2 years
(b) If microfilm is used as a ledger record, stubs should be
=] L T=To U PR Optional
StatementS—MICIOFIIM COPY ...ooviiieiiiiee e e 5 years
StOP PAYMENT OFUETS ... e e et e et e et esteesaeaseesraeteeneeereenneeneeaneenres 1 year
Undelivered statements and cancelled CheCKS ...........ccoovviiieiiiiiiie e 5 years
CHRISTMAS CLUB
Checks (CANCEHIE) ..o e 1 year after paid
(08§ T=Tod 1 =T T (-] PSPPSR 1 year
CoUPONS (AEPOSIT LICKEES)..euveieiiitieiteeteeiie sttt ettt b et sneenees 1 year
JOUINAL ...ttt st e e be b e b beebe et reenae e Optional
Ledger Cards OF SNEELS........ueiieiiiie ettt et esreesteeaeeneennaenaeas 1 year
PaSS DOOKS ......ccviiieiice s Cancel by perforation and return to

SIGNALUIE CAITS ...ttt ettt b et b et e e b st e s be e be e st e beesbeebesneenres 1 year
THIAE DAIANCES ...t Optional
WithAraWal FECEIPES ...vvevveeeieciie ettt et e e ra e s beebeeneesneesreenee e 1 year
COLLECTIONS

Collection receipts, CarbONS OF.........ccviiiiiiic e 2 years
(Of0] | [T ([0 g I 1= o ] (=] SO PSR PPR 2 years
Coupon cash [etters, OULGOING.......coviueiieiieieeie et nns 1 year
000 TU ] 10 =T VLT 0] 1= Optional
CUSLOMETS' THE COPIES ...ttt ettt et b e nbeeeeeneenres 1 year
DePartMENt DIOTEIS. ... cvieieeie st e e e nte e e ereeste e eneenres 2 years
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INCOMING COECTION TBHIEIS. ... e 1 year
Installment coNtract Or NOE FECOTUS.........uviieiiiiiiie e 2 years after close

COMMERCIAL LOANS

LO00] | 1 (=] o= (1SS Optional
(000 | 1 (=] N =0T T o SRS 5 years
(O00] | 1 (=] L =TS SO P TSR OPPR 5 years
(O3 =0 [ o LTS (o] =T | USSR 5 years
[ 1] A =] o To] 4 OSSR Optional
Debit and Credit TICKEES .......coiuiiiiiee ettt saeene s 1 year
Journal
@ If the journal is a by-product of posting the liability ledger....................... Optional
(b) If the journal is used as book of original entry, with
0 [oT o3 ] o ([0 0L 5 years
(I oL 1§V Lo o= RSP SS 5 years
(0T T T=To] o] [ Tox: LA o] 1 <3 TSR PRR 5 years
L0AN COMIMITIEE MINULES ... ecuviiiieiieeieeiesee ettt e et esaeenae s e sreesaeeneenneenees 5 years
T 0% 1o USRS URTPRPRR Optional

Note or discount register

@ If the register is a byproduct of posting the liability ledger ...........c........... Optional

(b) If the register is used as a book of original entry, with
0 [=T o3 ] o ([0 o TSP 5 years
Note and diSCOUNT LICKIET ........ooveiieieeece et re e Optional
Receipts for coupons removed from collateral ..............cccooveiiiiiiie e 5 years
RESOIULIONS. ...ttt sttt e bt et e et e ereesreenbeeneenres 5 years
Statement of borrower under federal regulations (Regulations U, W, Z, etC.) .......cccceveneee. 5 years

CONSUMER CREDIT

BOITOWETS' STALEIMENTS ...ttt ettt e nrb e e nnneas 5 years
CorrespoNdenCe, GENETAL..........uoiiiieie et 3 years
(@0 TU] 1o T (o= g I (=T T 1] | €SSO 1 year
CoupoNS, 108N PAYMENTS ....c.viiiicieieee ettt e e e s e e teeneeeneesraenreennennes 1 year

Regulations — Page 18



2019 Kansas Banking Law Book

Credit applications (CloSed OF IEJECIEA) ......oiueeiiriiiieeie e 5 years
Credit folders containing applications, eC..........ccceriereiiinieeniee e 5 years after close
Disbursement vouchers, Cash reCeIPLS .......ccvveiveieiii i 5 years after close
Loan deposit 18Ager CArdS .......coueiiriieieeie et 5 years after close
(0T T [=To o T=] o= (o 1SR URSRSSR 5 years after close
L0aNS MAdE JOUINAL.........oiiieiiee ettt e et e e s e nnaeaeeneenres 5 years
(0T Lo o Lo o1 U T g | USSP 2 years
Note and Disclosure Statements ............ccccecvevveennene 4 years from the date of transaction or 2 years

NoOte OF diSCOUNT LICKIET.......coiieeie e ae s Optional
N0 €T 1] (=] TSRS 2 years
R O L (100 | 0] SRS 1 year after close
RESOIULIONS ...ttt et et e st e beebeeneenrees 5 years after close
THIAE DAIANCES ...ttt Optional
CUSTOMER SERVICE

BroKers' CONFIMMALIONS ........oouiiiiiieie et es 3 years
BIOKEIS INVOICES ... uieuiiceie ettt ettt e e te et e e sa e saeesteesaeeseenneeneennenres 3 years
BroOKErs' StALEMENES ... ..eviecieeie ettt e s te e b e re e e neenres 3 years
Night depoSitory agreemMENT.........cooiiiieiieiiee e e 1 year after close
Night depOSITOrY FECEIPLS .. .eevviiiie e 1 year after close
Safekeeping records and rECRIPLS........uiiieiiiie e 5 years after close
Securities buy and SEIl OFErS ..........oiiiice e 2 years

DUE FROM BANKS

AdVICeS From COMTESPONUENTS ......veiveeieeieeiese et e et e e sreeteeneesneenns 1 year
BanK STALEMENTS .......eeeiececceee et te et e e nteeee s e reeaeeneenren 5 years
D -1 1 SRR 5 years after paid
DY 1R =0 ] (=] OSSR 5 years

NOTE: Affidavits, bonds of indemnity, and all pertinent information
pertaining to issuance of duplicate Checks .........ccccvvvvviveiviic e, 5 years after paid
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RECONCIHEMENTS FEYISTET ... ettt ettt sreesaeene s 1 year

DUE TO BANKS

COPIES OF AUVICES ...ttt ettt et b e e be st e bt e nbeebeeneenres 1 year
LOToTU ] 1 VA o= T G [=T [T SR 5 years
Incoming cash letter memos fOr Credit...........ccooovei i 1 year
Incoming cash letters for reMITLANCE.........ccviiiiiee e 1 year
PIOOT SNEETS ... et reete e nneas 1 year
RecoNCIlEMENt VEITICAION .........oiiiiiieee et 1 year
RECONCIHEMENT FEOISTEN ...ttt ettt saeeste e e sneesae e e 1 year
Reports of accounts, opened and CIOSEA ...........ccoveiieiieie i 6 months
RESOIULIONS ...ttt et e et e e e et e e teeteeneenneas 5 years after close
SIGNALUIE CAIUS ....euvieeieeiiecie ettt et e e s e e sre e e s e sraesreennennes 5 years after close
TR DAIANCES ...ttt bt bbbt 1 year
Undelivered statements and cancelled CheckS ...........cooiiiiiiiiiiiiii e 5 years
GENERAL

Applications fOr travelers CNECKS..........couiiii i 1 year
CNLral TIlE CAIUS .. .eovveciieeee et e e ereesteeaeeneennes Optional
Change-0f-addreSS OFUEIS ......c..eivieieeiecee sttt sta et esneees Optional
L0 1= o3 1 o0 Yo Q0] (0 (=1 £ SRR Optional
Code DOOKS (NOL FELUINEA) ....eveeiieie ettt e e s e e eeeeneenneas Destroy
General COMESPONUEINCE.........ccueiiieie ettt r e te et sneesaeeneeenee e 3 years
INCOMING Ml BNVEIOPES ... e Optional
Paid bills, statements and INVOICES..........coueiieieiie e 5 years
PIOTEST NMOTICES ...ttt ettt et b e bt et e et e et e e s be et e sneenbeenbeenbenneenneas 1 year
Receipts fOr ChECK DOOKS .........cviiiiiece e Optional
ReqUISITION TOF SUPPIIES .....veeiieie ettt raenne s Optional

Stenographers notebooks and mechanical device records; extra copies of

letters if other COpIes are retaiNed..........coovv e iiecicce e Optional

Telegram, cable and radiogram COPIES ......ueiveireieeiesie et e e se et e e nae e 3 years
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Vault records, 0penings and CLOSINGS. .......cuiiiriiiiiiie e e 1 year
Wire transfer debit and Credit ENTIIES.........cvoiieiieiiie e 1 year
GENERAL LEDGER

Daily statement of CONITION........cooiiiiiiei e Permanent

General journal

@) If the journal is a byproduct of posting the general ledger......................... 1 month
(b) If the journal is used as book of original entry, with
D cES]od 01 o] S 5 years
General [eAgEr SNEBLS ........oiee e e Permanent
General ledger tickets (debits and Credits)........coivriieriiie i 5 years

INTERNATIONAL DEPARTMENT

LOF: o] 1= 3ol ] o] 1< RSOSSN 5 years
LOF: o] 138 1= o 01114 o] SRS R 5 years
FOreign CONECTION FEOISTEN ......oiueiieieeee e rs 5 years
Foreign draft apPlICALIONS ...........ciiiiieiecie e ns 5 years
Foreign exchange remittance sheets or DOOKS ..........c.ccoovveiiiieiiienienenie e 5 years after issue
Foreign mail transfer appliCALIONS .........ccooiiiiiiiiie e 5 years
Foreign mail transfer CarbONS .........ccviiiiieie s 5 years
Letter Of Credit apPlICALIONS ........ooiiiiiieie e 5 years
Letter of credit Iedger SNEELS..........vcii i 5 years
Travelers CheCk apPliCALIONS..........cii it e e ae s 2 years
Travelers ChECK FEOISTEN .........oiiee ettt 2 years
INVESTMENTS

BONA 18AQEE SNEELS ... ettt res 5 years
BroKers' CONFIMMALIONS ........cccuiiiiiie et sre e nneenres 2 years
BIOKEIS INVOICES ... .ieuieieie sttt ettt e st e te et eeneesaeenteesneeneenneeneeneenres 2 years
BroOKErs' StAtEMENLS ......ivieciecie et e s et e ene e reeae e e nres 3 years
Descriptive literature on securities diSPOSEd.........ccviiviiiiiieiiiie e 2 years
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OFFICIAL CHECKS AND DRAFTS

Carbon copy official check register. .. .....coovviieieie e, 1 month after paid
(O8] T 1 0 0 T=T ot SR 5 years after paid
Certified CheCKS OF FECERIPLS.......iiieiieie et 5 years after paid

NOTE: If not delivered or returned to depositor, photograph and
destroy checks and then retain film.

Certified CNECK FEQISTEN ... ..iveieie ettt e e re e e e nreenreenee e 5 years
Drafts (CANCERIEA) ......ceeiieeieee e 5 years after paid
Expense checks (CanCelled) .........ccveviieiieiiee e 3 years after paid
EXPENSE VOUCNEIS OF INVOICES .....cviiueiaiieiiieitieie ettt sttt sttt sae e sreesbeebesneesneenes 6 years
Money orders, bank or Personal.............cocoiiiiiii i 5 years
MONEY OFUEE TEOISTEIS ....veeteeeiieiie sttt sttt ettt sttt be e ste et e st e sbeenbeeseesbeesbeebenneenres 2 years
Receipts for certified CheCKS. .........cooiiiiiec e 5 years after date
Requisitions

@ If all information including name of purchase is recorded on

REGISTE ...t Optional

(b) If no detail is transcribed 0N FEGISLEr .......cccevviiiriiiieie e 5 years
PERSONNEL
F N a0 Lo F g Lol =Tol o o ST USTRR 3 years

Records of employees:

Application for employment, reference records, reports and
certificates of examination, efficiency tests and other similar data

................................................................................................... 6 years after termination
Application of those NOt eMPIOYET ...........coeiiiiiiiieec e 6 years
ST =T 1< (o -] SO 3 years
T L (100 |0 OSSR 3 years

NOTE: Retain final receipt in personnel folder.
PROOF, CLEARINGS AND TRANSIT
Clearinghouse Settlements SHEETS.........ccueiieiiciieece e 3 months
Copies 0f adVICES OF COMECLIONS .......cveiieiieii et 6 months
Department or tellers' proof SNEELS ..o 6 months
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DepOosSit ProOT SHEETLS OF TAPES .....viivieiiierieiie sttt ettt sb et reesbe e 1 year
Inclearings envelopes, proof SNEEtS OF tAPES........ccviiiriieriiie e 1 year
T Tod (o) 1[4 SSSSSS 2 years
Outclearings proof SNEELS OF tAPES .......civeeiieiieie et 6 months
Outgoing Cash 1Etters, traNSIL.........cccveiieieiie e 6 months
ProOOT SNEELS, TFANSIT.......iitiiiieeieieite ettt 6 months

REAL ESTATE LOANS

Journal (debits and Credits) ........ccuiiiiiiiieiiee e e 2 years
[T [0 T g or: T o TSP 5 years
[0 o =T [ A 1 ST PRUSSRS 5 years after close
MOFEJAGE CPEAILS ...e.veeiieie ettt e b e et e st e s reebe e e e sneesreeseeneeaneenneas 1 year
REMITEANCES ... ettt s ettt e s be et e et e e st e s reesteenteeneenreenreeneeaneenneas 1 year
QIS 6 o] [0 1 T S USRS 2 years

REGISTERED MAIL

Maring INSUIANCE DOOKS ......ccuiiiiiiiiiieie et b e nres 3 years
Registered mail (INCOMING) FECOIT .......viiiiiiiiie e 3 years
Registered mail (OULgOING) FECOI ........veivieiieie et 3 years
] (U (I = TorcTT o] Ao 1o SRS SSS 3 years

SAFE DEPOSIT VAULT

AACCESS TICKELS ...ttt ettt e et e re e bt e beebesneenres 2 years
Cancelled SIGNAtUIE CAIOS .........ooverieiiisie e 2 years after close
COPIES OF FENE FECEIPLS ..vvieiiesiee ittt ettt et e et e e re e s teesbeeneesreenreenee e 2 years
(000 g 1T oTo] a0 (<7 o ol ST PRPR 2 years after close
Leases or coNntracts, ClOSE aCCOUNES........cccuciveiieie e 2 years after close
[ITo [o T g £=ToTo] o I o) - Tod ol o1 U o | SO SURSSN Optional
SAVINGS ACCOUNTS

WITNAFAWALS ...ttt be et e r e beeneeeneeares 5 years
DT 010 | £ SRRSO 5 years
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JOUINAL ...ttt b et e st e b et e e b e bt et e e e nre e 1 year
Ledger Cards OF SNEETS........c.ooiiiiie e 5 years after last entry
Window bookkeeping machine control tapes ...........ccvvveieerieiiie i 1 year
PSS DOOKS ...ttt ettt re e Destroy
Reports of accounts, opened and CIOSEA ............coeeieiieieeie e Optional
RESOIULIONS ...ttt et e et e e e et e e teeteeneenneas 5 years after close
SIGNALUIE CAITS ...ttt ettt ettt reesae et enes 5 years after close
Trial balances, NON-AULOMALEA ...........ccueiieiieie e Optional

Trial balances, automated

@ If statement or account history record retained ...........cccoocevveriiienieneennnns Optional

(b) If N0 alternative reCOrd .........ooveuieiece e 5 years
Withdrawal affidaVITS..........cviiiiiiiiei e 3 years
TELLERS
(O8] (T (=] N =10t (o ISR 1 year
RETUIN TEBIM FEOISTET ...ttt ciieeie ettt et e e e teeteeneesneesteeaeeneeaneenneas 1 year
Tellers' Cash DOOKS ..........ciieecece e re e Optional
Tellers' cash tickets, originals and carbon COPIES .........ccovveiiiii i 1 month
Tellers' reCapItUIAtION ..........ooui i et 1 month
Tellers' MACNING TAPES .....cveeieiiie ettt et reenaeenee e 1 month
Tellers' blotter, Journal Or Pro0Of..........oo e 2 years
Tellers' eXChange tICKELS ........ooiiiiiie e 3 months

TRUST RECORDS

Advices of payment

Securities department bond and coupon Collections...........cccccvvvveveeviiie v, 1 year
Amortization schedules............cccooeiiieninnie e Destroy when securities are disposed of
BUY QN SEH OFAEIS. ...t e e e nte e e e e nneas 1 year
Cancelled bonds and cancelled coupons...........cccceeenee Return to issuing corporation or cremate,

retaining receipt or cremation certificate until account is closed

CaSh AN DAIANCES ..o e e e e e e e e e e e e e e e aeeeaeaaans 6 months
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COrporate trUSE IEAGET .....eeiee e e e 7 years
Correspondence
Corporate trust (DONT ISSUES) ....cvveivieiieeiieiie et 3 years
DY/ T =10 ST SS 3 years
(C1=T T | PSPPSR 3 years
IrrEQUIAT TrANSTEIS ... ns 3 years
COSE CANAS, SECUNTIES. ....eiutieueeitee ittt siee st e ettt b et e et et e bt et e e se e beebeenbesreenreenee e 5 years
CoupON CONECLIONS FECOIUS........eveeiieiieciee e eteeee st se e e et e sae e e sre e s e e aeeneenneas 18 months
COUPON BNVEIOPES ...ttt ettt ettt ettt et et e et e s te et e st e s neesbeeneeaneesbeebeeneenres Optional
Daily statement of trust departmMent.............cooeiieiiiiee e 5 years
Dividend check tapes (adding MAaChiNg) ........cccccvueerieiiieiieie e Optional
Dividend record cards (CIOSE) .......couiiiiiiiiiieiieiie e 5 years
Dividend and COUPON TEAGET .......ocvieiieieee e Until closed
Dividend and interest disbursement CheCKS..........cccoiviiiiic i 5 years
Dividend and interest disbursement liSt..........cooeiiiiiiiii e Optional
DOCUMENT TIIES ... et e e Until closed
FE CANUS ...ttt ettt ettt b ettt et e et e e eneenre e e Until closed
Journal sheets, accounting division and stock transfer ... 5 years

Ledger records: asset ledger, cash ledger, investment ledger, stock transfer

ledger and mutual income foundation ............ccccvvvveviereniese e 5 years after close
Listing fOr FOrm 1099 .......c.ooii et 1 year after filing
Minute books, trust committee and trust investment COMMIttee .........cccevereiirenirennns Permanent
Original trust entries (daily debits and credits and multiple forms) ..........cccoccevvviiiiinnennnne 2 years

Paid invoices: tradesman, professional (excluding attorney) and
MISCEITANEOUS ...ttt sttt r e et e neesreenae s 3 years

NOTE: In probate accounts retain three years after expiration of
time of appeal from order closing account

Probate SHPS ......coiieiie e Destroy original when account is closed.
Destroy duplicate after circulation.

RegiStered Mail FEPOIT.......ccveie et e e b e re e ereenres 3 years

RegIStration JOUMNAIS ........ccveiiieiiiie et sreenee e Until closed
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Rent collection, mortgage and land contract collection (file accountant's

(070] 0V SRRSO 5 years
SIGNALUIE FIIES ... re et raenre s Until closed
Stock transfer change-of-address aUtNOKILY ..........coovieiiiiiieiie e 1 year
StOCK traNSTEI MEBMOS. .. .ciieiiec et e s ta e te e e reennaeeeeneenres 1 year
Y (010 [ £ LAY Lo O cToT= | o USSR 3 years
SEOCKNOIARTS TIST.....eeeee ettt enes Optional
SupPOrting Papers t0 trANSTEIS ........iiiece e e 10 years

NOTE: Except recorded instruments and agreement from banks—
return to transferor.

SUPELY DONUS. ...ttt e et sreesbeenbe e e nnes 10 years
Tax returns
Ad Valorem taX FELUMNS.........eoiiiieie e 5 years after filing
EState taX FEIUMMS .....vveie e 15 years after filing
Federal and state iNCOME taX retUINS........ccoovveiieieeresie e 15 years after filing
INtangible taX retUINS ......cveiiee e 5 years after filing
SOCIal SECUIILY FEIUIMS .....viiieceie et 5 years after filing
Tellers' daily DIOTEr ........oieeee e e e 18 months
TranNSTEr INSTFUCTIONS .....viiiiieie ettt sttt et r e sreeteeneeaneenne s 5 years
TranSfer JOUINAI TAPES ....cveiiecieecie et e e ete e e sreesreenneeneeaneene s 2 years
TraNSTEE TAX WAIVETS. ...c.eiiiiieieiiee sttt sttt sttt sr e be b sne e Until closed
THUSE CNECKS ..t bbbttt bbb Until closed
LI LTS =01 =] PSSR Until closed
Vouchers, probate trust ..........ccceiveriiie i 3 years after expiration of time of

appeal from order closing account.

MINIMUM EDP RECORD
RETENTION SCHEDULE

TYPES OF RECORDS RETENTION PERIOD
CHECKING ACCOUNTS
THHAL DBIANCE. .. e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e e aaaaas 1 month
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Conversion (INitial eNErY) FUN........ooii e 2 years (or 3 months)
Transaction JOUMNAL .........coviiiiiiiiine s 2 years (or 3 months)
MaSEEr TIlE CRANGE.......ei e e eas 6 months
NEW aNd ClOSEA ACCOUNTS ........eiuiiiieieeiie sttt sttt et esbeeneesneenreas 3 months
(O o To 1S (=T Y (=10 0L SR 3 months
ZEI0 DAIANCES ... 1 month
Large DalanCe ChANQES ........coiuieie ettt sre e beene s 1 month
(@AY o[ 1 KSR UPTTPRTRPRN 3 months
SEOP PAYIMENTS ...ttt ettt et e e e be e et e e sk b e et e e e mb e e nbeeanbeeasneenbeennneen 6 months
SBIVICE CNAIGES ..ttt ettt b et et s e be e bt e st e b e et e enbesneenres 1 month
UNCOIIECTEA TUNDS ...ttt bbb 1 month
CUSTOMET STAEEMENL. ...ttt ettt e stesbeereese et e eestesreereeneenens 5 years
SAVINGS ACCOUNTS

Daily transactions JOUMNAL ...........coiiiiiiiiie e 6 months
Daily transactions list of accounts active since last trial............cccccooviieiiiniii i 1 week
(=] o1 0] (T =1 o To] o USSR 1 year
Closed accounts, CONTIOL. .. ......oiii e e e 6 months
CUITENE ACTIVE ACCOUNES.....ecuieieieieeieetieseesie et e e e st e teete e ste e te et esseesseeseesseesreeseeneesreeneeenee e 3 years
ANNUAl StatiStICAl ANATYSIS......ccvieiieie e Optional
L1 (S A 010 ] PO PSPPSR 6 months
1099 [IStING, SUMIMAIY ... .eeteiieiieeite e eeesteeste et s e ste et e sre e taesbeeseessaesteestesseessaesseeneesreenneas Optional
Opened and ClOSE ACCOUNTS .........oivieieiie ittt ettt sttt sre e b e 6 months
THIAE DAIANCE.......eieeee bbb Optional

(if statement or account history retained, otherwise 5 years)

Savings statement-MICrOFIM .........cooiiiiee e 5 years

INSTALLMENT LOANS

Daily payment JOUINAL..........ccooiiiieiiec ettt sreeae e nnes 2 years
Trial balance (if only complete history on BOIrrOWEN) ........ccvvveeiiiiiiiiiee e, 5 years
N TV (o= T T € oo o S S S SSPS S 2 years
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(0T Lo o Lo =] 0T o USRS 2 years
[ Y o (U= =7 T o A OSSP UPTPRTRR Optional

(Authorized by K.S.A.9-1713; implementing K.S.A.9-1701; effective May 1, 1978;
amended Jan. 27, 1992; amended April 19, 1993.)
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Article 16 - CHARTER APPLICATIONS

K.A.R. 17-16-1. Application; filing.

(@)

An application for a certificate of authority and any supplemental information shall be filed
by submitting an original and nine copies to the office of the state bank commissioner.

(b) The application shall be filed at least 14 calendar days before the board's regular meeting

date in order to be included on the agenda for that meeting.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1801; effective, E-77-18,
March 19, 1976; effective, E-78-12, April 27, 1977; effective May 1, 1978; amended
Jan. 27, 1992; amended Aug. 9, 1996.)

K.A.R. 17-16-2. Application; contents.

Each application for a certificate of authority shall contain the following information:

(@)
(b)

(©)

(d)

)

()

The name and address of the proposed bank or trust company;

the names and addresses of the organizers, proposed officers, proposed directors, and
shareholders of the proposed bank or trust company;

a detailed financial statement for the organizers, proposed officers, and proposed directors,
and for any individual shareholder or group of proposed shareholders acting in concert that
will own or control 10% or more of the stock of the proposed bank or trust company. The
financial information shall be fewer than 90 days old and shall be certified by the owners;

a statement of the character, qualifications, and experience of the organizers, proposed
officers, and proposed directors, and of any individual shareholder or group of proposed
shareholders acting in concert that will own or control 10% or more of the stock of the
proposed bank or trust ~company, including the number and type of any criminal
convictions;

a statement of fact by the applicant to support a finding of public need for the proposed
bank or trust company in the community where it will be located;

a list of the names and addresses of each state bank, national bank, savings and loan
association, credit union or trust company, and their branches, located within a radius of
25 miles of the site of the proposed bank or trust company. If the proposed bank or trust
company is to be located in a metropolitan area with a population of 100,000 or more, as
defined by the office of the state bank commissioner, the listing required by this subsection
may, at the discretion of the commissioner, be limited to a five-mile radius of the site of
the proposed bank or trust company; and
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(9) an affidavit of publication of notice that the applicant intends to file an application for a
certificate of authority. The notice shall meet the following requirements:

(1) Be published in a newspaper of general circulation in the city where the proposed
bank or trust company is to be located, or if there is no such official newspaper, in an
official newspaper for the county in which the city is located,

(2) be in the form prescribed by the board;

(3) be published on the same day for two consecutive weeks, with the second publication
appearing at least 14 calendar days before any action taken by the board; and

(4) contain a statement that any interested party may submit, in writing, comments in
support of or opposition to the application. Any comment letter of support or
opposition shall be filed with the office of the state bank commissioner not later than
10 calendar days after the second publication.

(Authorized by K.S.A. 2000 Supp. 9-1713; implementing K.S.A. 2000 Supp. 9-1801, as
amended by L. 2001, ch. 87, § 13, and K.S.A. 9-1802; effective, E-77-18, March 19, 1976;
effective, E-78-12, April 27, 1977; effective May 1, 1978; amended Jan. 27, 1992;
amended Aug. 9, 1996; amended Jan. 18, 2002.)

K.A.R. 17-16-3. Revoked.

(Authorized by K.S.A. 9-1713; effective, E-77-18, March 19, 1976; effective, E-78-12,
April 27, 1977; effective May 1, 1978; amended Jan. 27, 1992; revoked Aug. 9, 1996.)

K.A.R. 17-16-4. Comment letters; notification of the applicant.

The applicant shall be notified of the receipt of any comment letters and furnished a copy of those
letters. The applicant may provide a written response to the board regarding any comment letters
within 10 calendar days following the date the applicant was furnished copies of the comment
letters.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1801; effective, E-77-18,
March 19, 1976; effective, E-78-12, April 27, 1977; effective May 1, 1978; amended
Aug. 9, 1996.)

K.A.R. 17-16-5 to 17-16-6. Revoked.

(Authorized by K.S.A. 9-1713; effective, E-77-18, March 19, 1976; effective, E-78-12,
April 27, 1977; effective May 1, 1978; amended Jan. 27, 1992; revoked Aug. 9, 1996.)
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K.A.R. 17-16-7. Revoked.

(Authorized by K.S.A.9-1713; effective, E-77-18, March 19, 1976; effective, E-78-12,
April 27, 1977; effective May 1, 1978; revoked Aug. 9, 1996.)

K.A.R. 17-16-8. Revoked.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 9-1802; effective, E-77-18, March 19,
1976; effective, E-78-12, April 27, 1977; effective May 1, 1978; amended Jan. 27, 1992;
amended April 19, 1993; revoked Aug. 9, 1996.)

K.A.R. 17-16-9. Application; consideration by the board.

(a) After considering the application, including any comment letters and the applicant's
response to comment letters, the board shall determine whether to approve or deny the
application.

(b) The state banking board shall not be required to make any determination unless the board
has had at least 10 calendar days to consider any comment letters or the applicant's response
to such letters.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 9-1802; effective, E-77-18, March 19,
1976; effective, E-78-12, April 27, 1977; effective May 1, 1978; amended Jan. 27, 1992;
amended Aug. 9, 1996.)

Article 17 — FINANCIAL FUTURES CONTRACTS

K.A.R. 17-17-1. Limitation on engaging in futures.

A bank's authority to engage in financial futures contracts, pursuant to K.S.A. 1995 Supp. 9-1101
shall be limited to using the contracts as a hedge.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,
July 2, 1984, effective May 1, 1985; amended Aug. 9, 1996.)

K.A.R. 17-17-2. Definitions.

As used in this article:

(@) “contract” means a financial futures contract; and
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(b) “hedging” means a purchase or sale made as protection against a known risk and not
primarily for income or profit.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,

July 2, 1984; amended, T-85-32, Dec. 19, 1984; effective May 1, 1985; amended Aug. 9,
1996.)

K.A.R. 17-17-3. Adoption of policy by bank.

(@) The board of directors shall establish a written policy to engage in financial futures
contracts. Policy objectives and limitations shall be specific enough to outline permissible
contract strategies and their relationship to other banking activities.

(b) Record keeping systems shall be sufficiently detailed to permit internal auditors and
examiners to determine whether operating personnel have acted in accordance with
authorized objectives.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,
July 2, 1984, effective May 1, 1985; amended Aug. 9, 1996.)

K.A.R. 17-17-4. Notice to commissioner.

A bank shall notify the commissioner of the bank's intention to engage in financial futures contracts
before commencement of the activity. The bank shall include the following information in the
notice:

(a) acopy of the written policy of the bank, established by the board of directors, pursuant to
K.AAR. 17-17-3;

(b) the background and experience of all persons authorized to buy and sell contracts;

(c) the trading limits to be imposed upon all persons authorized to buy and sell contracts;
(d) the conditions, if any, which permit deviations from trading limits;

(e) the bank personnel responsible for authorizing any deviations in trading limits;

(f) the procedures developed to prevent unauthorized trading;

(g) copies of forms, in blank, which inform management of the daily contract activity; and

(h) copies of internal record keeping forms, in blank, which reflect the bank'’s daily contract
activity with regard to:
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(1) the maturity of each outstanding contract and the type and value of the corresponding
cash transaction;

(2) the maturity date of each contract;

(3) the current market price and value of each contract;
(4) the outstanding gross futures position;

(5) the open position;

(6) the amount of money held in margin accounts;

(7) any maturity gaps existing between the maturity date of the contract and the
completion dates of the corresponding cash transaction;

(8) the profit or loss for each corresponding cash and futures transaction;
(9) the aggregate profit or loss for all relevant cash and futures transactions; and
(10) the type and amount of each expected cash transaction that did not materialize.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,
July 2, 1984; effective May 1, 1985; amended Aug. 9, 1996.)

K.A.R. 17-17-5. Monthly review of contracts.

The board of directors, a duly authorized committee or the bank's internal auditors shall review
financial futures contract positions on a monthly basis to ascertain conformance with the bank's
written policy.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,
July 2, 1984, effective May 1, 1985; amended Aug. 9, 1996.)

K.A.R. 17-17-6. Maintenance of ledger accounts or registers.

(@) Each bank engaging in financial futures contracts shall maintain general ledger
memorandum accounts or commitment registers to adequately identify and control all
commitments to make or take delivery of securities.

(b) The bank's registers and supporting journals shall, at a minimum, include the following:

(1) the type, whether the position is long or short, and the amount of each contract;
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(2) the maturity date of each contract;

(3) the current market price and cost of each contract;

(4) the amount of money held in margin accounts; and
(5) an identification of the asset or liability being hedged.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,
July 2, 1984, effective May 1, 1985; amended Aug. 9, 1996.)

K.A.R. 17-17-7. Review of contracts; market valuation.

(@)

(b)

Except for financial futures contracts described in K.A.R. 17-17-8, the bank shall review
each open position and shall determine the market value at least monthly, regardless of
whether the bank is required to deposit margin in connection with a given contract.

The bank shall value each contract on the basis of either market or the lower of cost or
market, at the option of the bank.

(1) The bank shall recognize any losses resulting from monthly contract valuation as a
current expense item. Any bank that values contracts on a market basis shall recognize
gains as current income items.

(2) In the event the above described contracts result in the acquisition of securities, the
bank shall record these securities on a basis consistent with that applied to the
contracts, meaning either market or the lower of cost or market.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,
July 2, 1984; effective May 1, 1985; amended Aug. 9, 1996.)

K.A.R. 17-17-8. Hedging of mortgage banking operations.

(@)

(b)

The bank shall account for financial futures contracts associated with bona fide hedging of
mortgage banking operations in accordance with generally accepted accounting principles
applicable to the activity.

As used in this regulation, “contracts associated with bona fide hedging of mortgage
banking operations” means the origination and purchase of mortgage loans for resale to
investors or the issuance of mortgage-backed securities.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,
July 2, 1984; effective May 1, 1985; amended Aug. 9, 1996.)
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K.A.R. 17-17-9. Effect on bank's financial condition.

The financial reports of any bank engaging in financial futures contracts shall disclose in an
explanatory note any financial futures contract activity that materially affects the bank’s financial
condition.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,
July 2, 1984; effective May 1, 1985; amended Aug. 9, 1996.)

K.A.R. 17-17-10. Internal controls; reporting.

To assure adherence to bank policy and prevent unauthorized trading and other abuses, each bank
engaging in financial futures contracts shall establish internal controls including monthly reports
to management, segregation of duties, and internal audit programs.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1995 Supp. 9-1101; effective, T-85-20,
July 2, 1984; effective May 1, 1985; amended Aug. 9, 1996.)

Article 18 — OPEN-END INVESTMENT COMPANIES

K.A.R. 17-18-1 to 17-18-3. Revoked.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1984 Supp. 9-1101; effective, T-85-32,
Dec. 19, 1984; effective May 1, 1985; revoked Aug. 9, 1996.)

K.A.R. 17-18-4. Revoked.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 1984 Supp. 9-1101; effective, T-85-32,
Dec. 19, 1984; effective May 1, 1985; amended Jan. 27, 1992; revoked Aug. 9, 1996.)

Article 19 — BANK SUBSIDIARIES ENGAGED IN SECURITIES ACTIVITIES

K.A.R. 17-19-1. Organization; application approval.

(@) Prior to its organization to engage in securities activities in this state, each bank subsidiary
shall make application to and obtain approval from the state bank commissioner and the
state banking board. Each application shall contain all required information as prescribed
by the commissioner and the state banking board.

(b) Upon filing an application to form a bank subsidiary to engage in securities activities, the
following criteria shall be considered by the commissioner and the state banking board
prior to granting authority:
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(1) the financial standing, general business experience and character of the organizers
and incorporators;

(2) the character, qualifications and experience of the officers of the proposed bank
subsidiary;

(3) the public need for the proposed bank subsidiary;
(4) the prospects for success of the proposed bank subsidiary; and

(5) any other factors the commissioner or the state banking board deems relevant to the
applicant.

Each expense incurred in making any examination and investigation of an application to
form a bank subsidiary to engage in securities activities shall be paid by the applicant, who
shall pay $1,000 to the commissioner to defray such expense. The commissioner may
require an additional payment not to exceed $4,000 at any time deemed necessary. Any
unused portion of such payment shall be refunded.

Any application may be denied or authority revoked for any bank to own, hold or otherwise
operate a bank subsidiary engaged in securities activities upon finding any violation of the
state banking department regulations.

Each bank subject to revocation of authority to own, hold or otherwise operate a bank
subsidiary engaged in securities activities shall be afforded the right to a hearing pursuant
to the Kansas administrative procedure act.

(Authorized by and implementing K.S.A. 1988 Supp. 9-1101, effective Nov. 20, 1989.)

K.A.R. 17-19-2. Registration and licensing; violations; examination.

(@)

(b)

(©

Prior to engaging in securities activities, each bank subsidiary shall comply with
registration and licensing requirements of the appropriate federal and state securities
regulatory agencies. Each bank subsidiary shall maintain on file with the Kansas banking
department copies of all required registration documents, together with copies of each
license or registration documents issued to the bank subsidiary by each regulatory agency.

Any application may be denied or authority revoked for any bank to own, hold or otherwise
operate a bank subsidiary engaged in securities activities upon notification of any violation
of federal or state securities laws or regulations.

Any denial of an application or revocation of authority for a bank to own, hold or otherwise
operate a bank subsidiary engaged in securities activities shall be made by the
commissioner, subject to confirmation by the state banking board.
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Each bank subsidiary found to be in violation of any federal or state securities law or
regulation shall notify the commissioner of each violation within 10 days of such finding.
Each notice shall include all material facts surrounding such violation including:

(1) identification of parties involved:;

(2) date of violation;

(3) nature of violation; and

(4) penalties assessed.

The expense, including salaries, travel expenses, supplies and equipment, of each
examination of a bank subsidiary deemed necessary by the bank commissioner after
receiving notification as required by subsection (d) of this regulation shall be paid by the
bank.

(Authorized by and implementing K.S.A. 1988 Supp. 9-1101; effective Nov. 20, 1989.)

K.A.R. 17-19-3. Wholly-owned subsidiary; leasing; employees; office location.

(@)

(b)

(©)

(d)

Each bank subsidiary engaged in securities activities shall be a wholly-owned subsidiary
of the parent bank.

Any parent bank may lease or sell office space to its subsidiary engaged in securities
activities; provided the lease or sale is of a bona fide nature and represents a fair market
value in the community market place. Office space leased or sold by a parent bank to its
subsidiary engaged in securities activities shall be separate and distinct from the office
space of the parent bank.

Each bank subsidiary engaged in securities activities may employ parent bank employees
provided those employees are fairly compensated by the bank subsidiary.

Each bank subsidiary engaged in securities activities shall locate no office outside the state
of Kansas unless the prior approval of the bank commissioner and the state banking board
IS obtained.

(Authorized by and implementing K.S.A. 1988 Supp. 9-1101, effective Nov. 20, 1989.)

K.A.R. 17-19-4. Capital; lending limit

The aggregate of unsecured loans and capital investments to each bank subsidiary by each parent
bank shall not exceed 15 percent of the total amount of capital stock paid in and unimpaired and
the unimpaired surplus fund of the parent bank.
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(Authorized by and implementing K.S.A. 1988 Supp. 9-1101; effective Nov. 20, 1989.)

Article 20 - EMPLOYMENT

K.A.R. 17-20-1. Employment; security background check.

(@)

(b)

(©)

(d)

€)

()

Each Deputy Commissioner, Special Assistant or other employee necessary to properly
discharge the duties of the office shall submit to a security background check prior to being
employed in such position.

Upon the commencement of the interview process, every candidate shall be given written
notice that a security background check is required.

The security background check shall be limited to criminal history record information as
provided by K.S.A. 22-4701 et seqg. and amendments thereto.

If the criminal history record information reveals convictions of crimes of dishonesty, such
conviction(s) may be used to disqualify a candidate for any position within the Office of
the State Bank Commissioner.

If the criminal history record information is used to disqualify a candidate, the candidate
shall be informed in writing of that decision.

Upon determining whether to hire or disqualify a candidate, the candidate's criminal history
record information report shall be destroyed. The candidate's personnel file shall only
contain a statement that a security background check was performed and the date thereof.

(Authorized by and implementing K.S.A. 75-3135; effective Jan. 27, 1992.)

Article 21 - BANK HOLDING COMPANIES; APPLICATION FOR THE ACQUISITION

OF A KANSAS BANK OR BANK HOLDING COMPANY

K.A.R. 17-21-1. Definitions.

For purposes of this article, the terms used shall have the meanings attributed to them by
K.S.A. 1995 Supp. 9-519 and K.S.A. 1995 Supp. 9-701.

(Authorized by K.S.A. 1995 Supp. 9-539; implementing K.S.A. 1995 Supp. 9-532; effective
Aug. 10, 1992; amended April 19, 1993; amended Aug. 9, 1996.)

K.A.R. 17-21-2. Application.

(@)

With the approval of the commissioner, any bank holding company may acquire control of
one or more Kansas banks or Kansas bank holding companies.
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(b) A bank holding company shall be deemed to be acquiring control of a Kansas bank or
Kansas bank holding company if, as a result of the proposed acquisition:

1)

)

(3)

the company, directly or indirectly or acting through one or more persons, will own,
control or have the power to vote 25 percent or more of any class of voting securities
of a Kansas bank or Kansas bank holding company:

the company will control in any manner the election of a majority of the directors or
trustees of a Kansas bank or Kansas bank holding company; or

the commissioner determines that the company directly or indirectly will exercise a
controlling influence over management or policies of a Kansas bank or Kansas bank
holding company.

(c) Each request for approval to acquire control of a Kansas bank or Kansas bank holding
company shall be made by filing an application in the form required by the commissioner.

@)

)

A separate application and fee shall be filed for each bank or bank holding company
to be acquired.

The applicant holding company shall bear any additional costs of the application.

(Authorized by K.S.A. 1995 Supp. 9-539; implementing K.S.A. 1995 Supp. 9-532; effective
Aug. 10, 1992; amended April 19, 1993; amended Aug. 9, 1996.)

K.A.R. 17-21-3. Contents of application.

(@) Each applicant shall respond accurately and fully to all questions contained in the
application form provided by the commissioner.

(b) Upon submitting an application, each applicant shall provide the commissioner with the
following additional information:

@)

2

a statement by the applicant demonstrating that the proposed acquisition is in the
interest of the public and of the depositors and creditors of the bank to be acquired or
any bank subsidiaries of the bank holding company to be acquired;

a copy of all cease and desist orders, memorandums of understanding or other formal
or informal actions taken by any federal or state regulator, under which the applicant
or any of the applicant's subsidiaries or affiliates has operated within the 18 months
preceding the application;
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(3) a copy of the most recent regulatory examination of any bank or trust company
subsidiary or affiliate of the applicant if a composite rating of “3,” “4,” or “5” was
received;

(4) acopy of the most recent report of examination of the bank holding company prepared
by the federal reserve bank or the applicant's state regulator. If the commissioner is
not satisfied that the information provided gives adequate assurance that the bank or
banks to be acquired will be operated safely and soundly, the commissioner may
conduct an examination of the applicant or any of its subsidiaries or affiliates for the
purpose of augmenting such information. The applicant shall bear the cost of any
examination;

(5) all information required by K.S.A. 1995 Supp. 9-1722; and

(6) an analysis demonstrating that the acquisition will not cause the applicant to exceed
limitations imposed by K.S.A. 1995 Supp. 9-520(a) regarding concentrations of
deposits.

(Authorized by K.S.A. 1995 Supp. 9-539; implementing K.S.A. 1995 Supp. 9-533; effective
Aug. 10, 1992; amended Aug. 9, 1996.)

K.A.R. 17-21-4. Filing of application.

(@) Within 14 calendar days of the date any agreement to purchase a bank or bank holding
company is entered into, a notice of intent to submit an application pursuant to K.S.A. 1995
Supp. 9-532 shall be filed with the commissioner.

(b) The application shall be filed within 90 calendar days after an agreement has been entered
into. At the discretion of the commissioner, failure to file an application within 90 calendar
days may be grounds for rejection of the application.

(Authorized by K.S.A. 1995 Supp. 9-539; implementing K.S.A. 1995 Supp. 9-532; effective
Aug. 10, 1992; amended Aug. 9, 1996.)

K.A.R. 17-21-5. When complete.

An application filed pursuant to K.S.A. 9-532 shall be complete when:

(@) the materials described in K.S.A. 1995 Supp. 9-533, K.S.A. 1995 Supp. 9-536 and K.A.R.
17-21-3 have been filed with the commissioner; and

(b) the board of governors of the federal reserve system or the appropriate federal reserve bank
acting on delegated authority, and the commissioner have determined that no further
information shall be required to complete the application.
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(Authorized by K.S.A. 1995 Supp. 9-539; implementing K.S.A. 1995 Supp. 9-532, and
K.S.A. 1995 Supp. 9-533; effective Aug. 10, 1992; amended Aug. 9, 1996.)

K.A.R. 17-21-6. Concurrent jurisdiction.

(a) Examinations of the applicant, its subsidiaries and its affiliates may be conducted by the
commissioner. The applicant shall bear the cost of an examination.

(b) The applicant's state and federal regulators may be provided with copies of reports of
examinations and other information compiled by the commissioner.

(Authorized by K.S.A. 1995 Supp. 9-539; implementing K.S.A. 1995 Supp. 9-537; effective
Aug. 10, 1992; amended Aug. 9, 1996.)

K.A.R. 17-21-7. Revoked.

(Authorized by K.S.A.9-1713; implementing K.S.A.9-524; effective Aug. 10, 1992;
revoked Aug. 9, 1996.)

K.A.R. 17-21-8. Application; request for additional information.

An application filed pursuant to K.S.A. 1995 Supp. 9-532 may be returned by the commissioner if
the applicant does not respond in writing within 20 calendar days of a written request by the
commissioner for additional information. If the commissioner returns the application, the
application shall be deemed withdrawn and the applicant shall forfeit the filing fee.

(Authorized by K.S.A. 1995 Supp. 9-539; implementing K.S.A. 1995 Supp. 9-532 and
K.S.A. 1995 Supp. 9-533; effective Aug. 10, 1992; amended Aug. 9, 1996.)

Article 22 — APPLICATION FEES

K.A.R. 17-22-1. Application fees.

(@) Atthe time of filing any application described below, the applicant shall remit to the office
of the state bank commissioner the following nonrefundable fee:

(1) Bank or trust company Charter ..o s $2,500
(2) New branCh DaNK .........ccooiiieec e 1,000

(3) Relocation
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(A) Main office or branch relocation ............cccceviiiiiieiii 1,000
(B) Short-form main office reloCation ............ccooveiiiiiii i 500
(C) Interchange of main office and branch.............ccccoovevieieiiec e 500

(D) Main office relocation with existing location retained as a

DIrANCI ..o 1,000
(E) Short-form main office relocation with existing location
retained as @ BranCh ... 500
(4) Merger, consolidation, or transfer of assets and liabilities.............c.cccoceevveinnnne. 1,000
(5) Change of control
(A) GBNEIAL ...t ae e 1,000
(B) Bona fide gift or iNNErtaNCe........ccoveveie e 500
(C) Formation of one-bank holding company and associated
EXCANGE OF STOCK ....eeeiieiiieie s 500
(6) ConVversion t0 State CRAMEN ..........c.cccveiieiiee e no fee
(7) Bank SErviCe COrPOTatiON ........ccveieeieiieseesieeiesee e ste s e sraeste e sra e reesaesnaesreenneenee s 500
(8) Fiduciary activities
(A) FIdUCIAINY POWELS ....eeuveeiieiiie it eeieeste et ae e sta e te et e e sae e seesnaennas no fee
(B) Trust branch established pursuant to K.S.A. 9-1135........cccooviiiiniiiiiiee, 500
(C) Trust service desk established pursuant to K.S.A. 9-2107 .........ccceovvveneennenn 500
(D) Trust service office established pursuant to K.S.A. 9-2108 ...........cccceeveveennenn 500
(E) Contracting trustee agreement established to K.S.A. 9-
2007 ettt e b e e b e e ehe e re e nan e nneen 500
(9) Money order lHCENSE .......ccouveeiiieiee e 100, plus $10 per agent
(10) Change Of NAME .......ccciiiieie et sr e esreennes 250
(11) Revenue bond pledgibility.........cccooiviiiiiiiice e 200
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(12) Letter of gOOd StANAING......coiviiiiiieiie et 50

(13) Administrative appeals pursuant to K.S.A. 9-2108(i), K.S.A. 9-
2107(1), OF K.S.A. 9-1135(]) cvveereerreeiieeieeaieseesieeiesee e sie e e e eie e sse e 1,000

The statutory procedures governing the applications described in paragraph (a)(2),
paragraph (a)(3)(A), (C), (D) or (E), and paragraph (a)(8)(B), (C), or (D) above may require
a public hearing. If a hearing is required, the applicant shall pay an additional
nonrefundable fee of $400 to defray the expenses of the hearing.

The applicant shall pay any additional cost associated with any examination or
investigation if the state bank commissioner determines that an on-site examination of the
financial institutions or trust companies that are parties to the application is necessary.

(Authorized by K.S.A. 9-1713, 9-1127c¢, 9-1601, 9-812, and K.S.A. 1999 Supp. 9-509, 9-
532, 9-1111, 9-1111b, 9-1135, 9-1402, 9-1722, 9-1724, 9-1803, 9-1804, and 9-2107;
implementing K.S.A. 1999 Supp. 9-509, 9-532, 9-1111, 9-1111b, 9-1115, 9-1135, 9-1402,
9-1722, 9-1724, 9-1803, 9-1804, and 9-2107 and K.S.A. 9-1127c, 9-1601, and 9-812;
effective Oct. 19, 1992; amended Aug. 16, 1993; amended Oct. 31, 1994; amended
Nov. 14, 1997; amended April 28, 2000.)

Avrticle 23 — TRUST SUPERVISION

K.A.R. 17-23-1. Definitions.

For the purposes of article 23, the following definitions shall apply.

(@)

(b)

(©)

(d)

“Account” means the trust, estate or other fiduciary relationship that has been established
with a bank or trust company.

“Bank” means a corporation as defined in K.S.A. 9-701(a) and amendments thereto. With
respect to any fund established pursuant to K.S.A. 9-1609 and amendments thereto, “bank”
shall also mean two or more banks or trust companies that are members of the same
affiliated group and are cotrustees of the fund.

“Cash management vehicle” means any checking, savings or money market account that
is used to accumulate cash for payments to or for beneficiaries, or is used to accumulate
cash for the purpose of making investments.

“Collective investment fund” means funds held by a bank or trust company as fiduciary
and invested collectively in either of the following:

(1) A common trust fund maintained by the bank or trust company exclusively for the
collective investment and reinvestment of moneys contributed thereto by the bank or
trust company in its capacity as trustee, executor, administrator, conservator, or as
custodian under the uniform transfers to minors act, K.S.A. 38-1701 et seq., and
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amendments thereto, or any state law substantially similar to the uniform gifts to
minors act or the uniform transfers to minors act as published by the national
conference of commissioners on uniform state laws; or

(2) a fund consisting solely of assets of retirement, pension, profit sharing, stock bonus
or other trusts that are exempt from federal income taxation under the internal revenue
code.

“Conservator” means an individual or a corporation who is appointed by the court to act
on behalf of a conservatee and who is possessed of some or all of the powers and duties set
out in K.S.A. 59-3019 and amendments thereto.

“Custodian under a uniform transfers to minors act” means an account established pursuant
to the uniform transfers to minors act, K.S.A. 38-1701 et seq. and amendments thereto, or
pursuant to any state law substantially similar to the uniform gifts to minors act or the
uniform transfers to minors act as published by the national conference of commissioners
on uniform state laws.

“Customer” means any person or account, including any agency, trust, estate, guardianship,
committee, or other fiduciary account for which a bank or trust company effects or
participates in effecting the purchase or sale of securities, but shall not include a broker,
dealer, dealer bank or issuer of the securities that are subject to the transactions.

“Fiduciary” means, unless otherwise defined in the operative agreement between the
parties, a bank or trust company undertaking to act alone or jointly with others primarily
for the benefit of another in all matters connected with its undertaking, and shall include a
trustee, executor, administrator, registrar of stocks and bonds, transfer agent, custodian
under any state law substantially similar to the uniform transfers to minors act or the
uniform gifts to minors act as published by the national conference of commissioners on
uniform state laws, conservator of estates, assignee, receiver, managing agent, custodian
or any other similar capacity in which the person or entity has investment authority or
investment discretion.

“Fiduciary powers” means the power to act in any fiduciary capacity conveyed by the
Kansas uniform powers act.

“Fiduciary records” means all matters that are written, transcribed, recorded, received, or
otherwise come into possession of a bank or trust company and are necessary to preserve
information concerning the acts and events relevant to the fiduciary activities of the bank
or trust company.

“Investment authority” means the responsibility conferred by action of law or a provision
of an appropriate governing instrument to make, select or change investments; to review
investment decisions made by others; or to provide investment advice or counsel to others.
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“Investment discretion,” with respect to an account, means that the bank or trust company
is authorized to determine what securities or other property will be purchased or sold by or
for the account.

“Managing agent” means the fiduciary relationship assumed by the bank or trust company
upon the creation of an account that names the bank or trust company as agent and confers
investment discretion upon the bank or trust company.

“Periodic plan,” including any dividend reinvestment plan, automatic investment plan and
employee stock purchase plan, means any written authorization for a bank acting as agent
to purchase or sell for a customer a specific security or securities, either in specific
amounts, calculated in security units or dollars, or to the extent of dividends and funds
available, at specific time intervals and setting forth the commission or charges to be paid
by the customer in connection therewith or the manner of calculating them.

“Security” means any interest or instrument commonly known as a “security,” whether in
the nature of debt or equity, including any stock, bond, note, debenture, evidence of
indebtedness or any participation in or right to subscribe to or purchase any of the
foregoing. The term “security” shall not include any of the following:

(1) A deposit or share account in a federally or state insured depository institution;

(2) aloan participation;

(3) a letter of credit or other form of bank indebtedness incurred in the ordinary course
of business;

(4) currency;

(5) any note, draft, bill of exchange, or bankers acceptance that has a maturity at the time
of issuance of not more than nine months, exclusive of days of grace, or any renewal
thereof the maturity of which is likewise limited,

(6) units of a collective investment fund;

(7) interests in a variable amount or a note as defined in paragraph (c)(2)(B)of K.A.R.
17-23-11; or

(8) U.S. savings bonds.

“Trust committee” means the board of directors or any committee charged, by the board of
directors, with the responsibility for administration and supervision of a bank trust
department or the trust activities of a trust company. The “trust committee” may assign
responsibility to other committees or individuals, as is necessary and appropriate.
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(@) “Trust company” means those companies as defined in K.S.A. 9-701(b) and amendments
thereto. With respect to any fund established pursuant to K.S.A. 9-1609 and amendments
thereto, “trust company” shall also mean two or more banks or trust companies that are
members of the same affiliated group and are cotrustees of the fund.

() “Trust department” means that group or groups of officers and employees of a bank or trust
company organized under the supervision of officers or employees to whom are designated
by the board of directors the performance of the fiduciary responsibilities of the bank or
trust company, whether or not the group or groups are so named.

(Authorized by K.S.A. 2000 Supp. 9-1713; implementing K.S.A. 9-1601, 9-1602, 9-1603,
9-1605, 9-1606, 9-1607, 9-1608, 9-1609, 9-1610, 9-1611, 9-1612, 9-2101, 9-2102, 9-2104,
9-2105, 9-2106, K.S.A. 2000 Supp. 9-1604, 9-2107, as amended by L. 2001, ch. 5, § 48,
and 9-2111, K.S.A. 2000 Supp. 9-2103, as amended by L. 2001, ch. 27, 8 1, and 9-2108, as
amended by L. 2001, ch. 5, § 49; effective Feb. 28, 1994; amended Jan. 18, 2002.)

K.A.R. 17-23-2. Adoption of policies and procedures with respect to brokerage placement
practices.

(@) Each bank or trust company exercising investment discretion, as defined in subsection (r)
of K.AR. 17-23-1, with respect to an account shall adopt and follow written policies and
procedures intended to ensure that its brokerage placement practices comply with all
applicable laws and regulations.

(b) Written policies and procedures shall address, where appropriate:
(1) the selection of persons to effect securities transactions and the evaluation of the
reasonableness of any brokerage commissions paid to such persons, including the
factors considered in these determinations;

(2) any acquisition of services or products, including research services, in return for
brokerage commissions;

(3) the allocation of research or other services among accounts, including those which
did not generate commissions to pay for the research or other services;

(4) the need, in appropriate instances, to make disclosures concerning the policies and
procedures to prospective and existing customers; and

(5) the prohibition of excessive trading in portfolios.

(Authorized by K.S.A.9-1713; implementing K.S.A.9-1601, K.S.A.9-2103; effective
Feb. 28, 1994.)
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K.A.R. 17-23-3. Administration of fiduciary powers.

(@)

(b)

(©)

(d)

The board of directors shall be responsible for the proper exercise of fiduciary powers by
the bank or trust company.

(1) All matters pertinent thereto, including the determination of policies, the investment
and disposition of property held in a fiduciary capacity, and the direction and review
of the actions of all officers, employees, and committees utilized by the bank or trust
company in the exercise of its fiduciary powers, shall be the responsibility of the
board.

(2) Indischarging this responsibility, the board of directors may assign, by action duly
entered in the minutes, the administration of any of the bank's or trust company's
fiduciary powers it may consider proper to assign to any of the following designees:

(A) Director;
(B) officer;

(C) employee; or
(D) committee.

If a trust committee is designated pursuant to paragraph (a)(2), the trust committee shall
supervise the fiduciary activities of a bank or trust company and shall meet the following
criteria.

(1) The trust committee shall consist of at least three directors, at least one of which shall
not be an officer of the bank or trust company.

(2) The trust committee shall keep complete minutes of its actions and make periodic
reports to the board of directors of its actions.

A fiduciary account shall not be accepted without the prior approval of the board, or the
board's designee. A written record shall be made of each fiduciary account acceptance and
of the relinquishment or closing out of any fiduciary account. Upon the acceptance of an
account, a prompt verification shall be made to determine that assets received have been
properly placed on accounting records and documented. The board shall also ensure that at
least once during every calendar year thereafter, and within 15 months of the last review,
all the assets held in fiduciary accounts for which the bank or trust company has investment
discretion, are reviewed to determine the advisability of retaining or disposing of these
assets.

All officers and employees taking part in the operation of a bank trust department or trust
company shall be bonded.
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Each bank or trust company exercising fiduciary powers shall designate, employ, or retain
legal counsel who shall be readily available to render an opinion upon fiduciary matters
and to advise the bank or trust company.

Each bank or trust company exercising fiduciary powers shall adopt written policies and
procedures to ensure that the federal securities laws are complied with in connection with
any decision or recommendation to purchase or sell any security. These policies and
procedures, in particular, shall ensure that bank trust departments and trust companies do
not use material inside information in connection with any decision or recommendation to
purchase or sell any security.

(Authorized by K.S.A. 2000 Supp. 9-1713; implementing K.S.A. 2000 Supp. 9-1114, K.S.A
9-1601, K.S.A. 9-1602, and K.S.A. 2000 Supp. 9-2103, as amended by L. 2001, ch. 27, 8 1;
effective Feb. 28, 1994; amended Jan. 18, 2002.)

K.A.R. 17-23-4. Books and accounts.

(@)

(b)

(©)

(d)

Each bank or trust company exercising fiduciary powers shall retain fiduciary records
which shall be kept separate and distinct from other records of the bank or trust company.

Each such bank or trust company shall keep an adequate record of all pending litigation to
which it is a party in connection with its exercise of fiduciary powers.

Each bank or trust company shall keep a record of all written complaints and related
correspondence concerning any fiduciary account.

A bank or trust company shall retain the records required by this article for:

(1) aperiod of three years from the later of:
(A) termination of the fiduciary account relationship to which the records relate;
(B) termination of litigation relating to such account; or
(C) the next examination; or

(2) a longer minimum retention period if one is prescribed by K.A.R. 17-15-1 and
amendments thereto.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 9-1130, K.S.A. 9-1603, K.S.A. 9-1608,
K.S.A. 9-2103; effective Feb. 28, 1994.)
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K.A.R. 17-23-5. Audit of trust activities.

(@)

(b)

(©)

The board of directors, or an audit committee designated by the board of directors, shall
make a thorough examination of the books, records, funds and securities held by the bank
trust department or trust company, in a fiduciary capacity, at each of the quarterly meetings
and the result of such examination shall be recorded in detail.

If the board, or the designated committee, selects an auditor, the auditor's findings shall be
reported directly to the board.

In lieu of the required four quarterly examinations, the board of directors, or an audit
committee designated by the board of directors, may accept one annual audit by a certified
public accountant or an independent auditor approved by the commissioner. All audit
reports and findings shall be reported to the board of directors.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 9-1116; effective Feb. 28, 1994.)

K.A.R. 17-23-6. Funds awaiting investment or distribution.

(a)

(b)

Funds held by a bank or trust company in a fiduciary capacity that are awaiting investment
or distribution shall not be held uninvested or undistributed any longer than is reasonable
for the proper management of the account.

(1) Each bank or trust company exercising fiduciary powers shall adopt and follow
written policies and procedures intended to provide that a prudent rate of return,
available for trust-quality, short-term investments, is obtained upon funds so held,
consistent with the requirements of the governing instrument and local law.

(2) These policies and procedures shall take into consideration all relevant factors,
including the following:

(A) The anticipated return that could be obtained while the cash remains uninvested
or undistributed;

(B) the cost of investing the funds;
(C) the anticipated need for the funds; and

(D) the costs and operational complexities of implementing and maintaining the
investments for the bank or trust company.

Funds held in trust by a bank, including managing agency accounts, awaiting investment
or distribution may, unless prohibited by the instrument creating the trust, be deposited in
the commercial or savings or other departments of the bank.
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(1) If the deposits, per account, exceed current federal deposit insurance corporation
(F.D.1.C.) limits, the bank shall first set aside, under control of the trust department,
as collateral security, direct obligations of the United States and other obligations
fully guaranteed by the United States as to principal and interest, or any other security
available for pledging by commercial banks under Kansas state law.

(2) The securities that are deposited or substituted as collateral shall at all times be at
least equal in market value to the amount of trust funds deposited, to the extent that
the deposit exceeds F.D.I.C. insurance limits.

(Authorized by K.S.A. 2000 Supp. 9-1713; implementing K.S.A. 9-1601, K.S.A. 9-1603,

and K.S.A. 2000 Supp. 9-2103, as amended by L. 2001, ch. 27, § 1; effective Feb. 28, 1994;
amended Jan. 18, 2002.)

K.A.R. 17-23-7. Investment of funds held as fiduciary.

Funds held by a bank or trust company in a fiduciary capacity shall be invested in accordance with
any one or more of the following:

(@) the instrument establishing the fiduciary relationship;
(b) any order of the probate or other court; or

(¢) any and all Kansas statutes and regulations applicable, including but not limited to
K.S.A. 17-5004, K.S.A. 9-1609, and K.A.R. 17-23-11 and amendments thereto.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 9-1601, K.S.A. 9-1611, K.S.A. 9-2103;
effective Feb. 28, 1994.)

K.A.R. 17-23-8. Self-dealing.

(@) Unless lawfully authorized by the instrument creating the relationship, by court order or by
the laws of the state of Kansas, funds of a fiduciary account for which a bank or trust
company has investment discretion shall not be invested in stock or obligations of, or
property acquired from any of the following:

(1) Thebank or trust company, or its directors, officers, or employees, or individuals with
whom there exists such a connection;

(2) organizations in which there exists an interest that might affect the exercise of the best
judgment of the bank or trust company in acquiring the property; or

(3) affiliates of the bank or trust company, or their directors, officers or employees.
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(b) (1) A bank or trust company shall not lend, sell, or otherwise transfer assets of a fiduciary

(©)

@)

account for which a bank or trust company has investment discretion to the bank or
trust company or any of its directors, officers, or employees, or to affiliates of the
bank or trust company or any of their directors, officers, or employees, or to
individuals or organizations with whom there exists an interest that might affect the
exercise of the best judgment of the bank or trust company, unless any of the
following conditions is met:

(A) The transaction is lawfully authorized by the instrument creating the
relationship, by written direction from the person or persons holding the power
to amend or terminate the trust, by court order or by the laws of the state of
Kansas;

(B) legal counsel advises the bank or trust company in writing that the bank or trust
company has incurred, in its fiduciary capacity, a contingent or potential liability,
and the bank or trust company desires to relieve itself from the contingent or
potential liability. In this case, the bank or trust company, upon the
consummation of the sale or transfer of assets, shall make reimbursement in cash
at the greater of book or market value of the assets to the fiduciary account;

(C) the transaction is authorized as is provided in paragraph (b)(8)(B) of K.A.R. 17-
23-11; or

(D) the transaction is required in writing by the state bank commissioner.

Notwithstanding paragraph (b)(1), a bank or trust company may lend funds held in
trust to participants and beneficiaries of employee benefit plans in accordance with
the exemptions found in section 408 of the employee retirement income security act
of 1974, 29 U.S.C. 81108, as in effect on December 17, 1999, which is hereby
adopted by reference.

Except as provided in subsection (b) of K.A.R. 17-23-6, funds of a fiduciary account for
which a bank or trust company has investment discretion shall not be invested by the
purchase of stock or obligations of the bank or trust company or its affiliates unless
authorized by the instrument creating the relationship, by court order, or by the laws of the
state of Kansas.

1)

2

If the retention of stock or obligations of the bank or trust company or its affiliates is
authorized by the instrument creating the relationship, by court order, or by the laws
of the state of Kansas, it may exercise rights to purchase its own stock, or securities
convertible into its own stock, when offered pro rata to stockholders.

If the exercise of rights or receipts of a stock dividend results in fractional share
holdings, additional fractional shares may be purchased to complement the fractional
shares so acquired.
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(d) A bank or trust company may sell assets held by it as fiduciary in one account to itself as
fiduciary in another account if the transaction is fair to both accounts and is not prohibited
by any governing instrument.

(e) A bank or trust company may make a loan to an account from the funds belonging to
another account, if the making of these loans to a designated account is authorized by the
instrument creating the account from which the loans are made.

(f) A bank or trust company may make a loan to an account and may take as security assets of
the account, if the transaction is fair to the account.

(g) Except with the specific written approval of its board of directors, a bank or trust company
shall not permit any of its current officers or employees to retain any compensation for
acting as a cofiduciary with the bank or trust company in the administration of any account
undertaken by it.

(Authorized by K.S.A. 2000 Supp. 9-1713; implementing K.S.A. 9-1601, K.S.A. 9-1609,
K.S.A. 9-1611, and K.S.A. 2000 Supp. 9-2103, as amended by L. 2001, ch. 27, § 1; effective
Feb. 28, 1994; amended Jan. 18, 2002.)

K.A.R. 17-23-9. Revoked.

(Authorized by K.S.A. 2000 Supp. 9-1713; implementing K.S.A. 9-1603, K.S.A. 9-1607,
K.S.A. 9-1608, and K.S.A. 2000 Supp. 9-2103, as amended by L. 2001, ch. 27, § 1; effective
Feb. 28, 1994; amended Jan. 18, 2002; revoked Feb. 21, 2020.)

K.A.R. 17-23-10. Surrender of fiduciary powers.

Any bank or trust company which has been granted the right to exercise fiduciary powers and
which desires to surrender such right shall file with the state bank commissioner a certified copy
of the resolution of its board of directors signifying such a desire. Upon receipt of such resolution,
the state bank commissioner may make an investigation. If the commissioner is satisfied that the
bank or trust company has been discharged from all fiduciary duties which it has undertaken, a
letter to the bank or trust company certifying that it is no longer authorized to exercise fiduciary
powers shall be issued by the commissioner.

(Authorized by K.S.A.9-1713; implementing K.S.A.9-1604, K.S.A.9-2103; effective
Feb. 28, 1994.)

K.A.R. 17-23-11. Collective investment.

(@) Funds held by a bank or trust company as fiduciary may be invested collectively in either
of the following:
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(1) A common trust fund maintained by the bank or trust company exclusively for the
collective investment and reinvestment of moneys contributed thereto by the bank or
trust company in its capacity as trustee, executor, administrator, conservator, or as
custodian under any state law substantially similar to the uniform gifts to minors act
or the uniform transfers to minors act as published by the American law institute; or

(2) afund consisting solely of assets of retirement, pension, profit sharing, stock bonus,
or other trusts that are exempt from federal income taxation under the internal revenue
code.

(b) Collective investment funds, as defined in subsection (d) of K.A.R. 17-23-1, shall be
administered as follows.

(1) Each collective investment fund shall be established and maintained in accordance
with a written plan, referred to herein as “the plan,” which shall be approved by a
resolution of the bank or trust company board of directors or by a committee
authorized by the board.

(A) “The plan” shall contain appropriate provisions not inconsistent with the rules
and regulations of the state bank commissioner as to the manner in which the
fund is to be operated, including provisions relating to the following:

(i) The investment powers and a general statement of the investment policy of
the bank or trust company with respect to the fund;

(if) the allocation of income, profits, and losses;

(iii) fees and expenses that will be charged to the fund and to participating
accounts;

(iv) the terms and conditions governing the admission or withdrawal of
participations in the fund,;

(v) the auditing of accounts of the bank or trust company with respect to the
fund;

(vi) the basis and method of valuing assets in the fund, setting forth criteria for
each type of asset;

(vii) the expected frequency for income distribution to participating accounts;

(viii) the minimum frequency for valuation of assets of the fund;

Regulations — Page 53



@)

(3)

(4)

2019 Kansas Banking Law Book

(ix) the period following each such valuation date during which the valuation
may be made, which in usual circumstances shall not exceed 10 business
days;

(X) the basis upon which the fund may be terminated; and

(xi) any other matters that may be necessary to define clearly the rights of
participants in the fund.

(B) Except as otherwise provided in paragraph (b)(15) of this regulation, fund assets
shall be valued at market value unless that value is not readily ascertainable, in
which case a fair value determined in good faith by the fund trustees may be
used.

(C) A copy of “the plan” shall be available at the principal office of the bank or trust
company for inspection during all business hours, and upon request a copy of
“the plan” shall be furnished to any person.

Property held by a bank or trust company in its capacity as trustee of retirement,
pension, profit sharing, stock bonus, or other trusts that are exempt from federal
income taxation under any provision of the internal revenue code may be invested in
collective investment funds, subject to the provisions herein contained pertaining to
these funds, and may qualify for tax exemption pursuant to section 584 of the internal
revenue code. Assets of retirement, pension, profit sharing, stock bonus, or other
trusts that are exempt from federal income taxation by reason of being described in
section 401 of the code may be invested in collective investment funds established
under the provisions of paragraph (a)(2) of this regulation if the fund qualifies for tax
exemption under revenue ruling 56-267 and following rulings.

All participations in the collective investment fund shall be on the basis of a
proportionate interest in all of the assets. In order to determine whether the investment
of funds received or held by a bank or trust company as fiduciary in a participation in
a collective investment fund is proper, the bank or trust company may consider the
collective investment fund as a whole and shall not be prohibited from making the
investment because any particular asset is non-income producing.

Each bank or trust company administering a collective investment fund shall
determine the value of the assets in the fund as of the date set for the valuation of
assets at least once every three months. However, in the case of a fund described in
paragraph (a)(2) above that is invested primarily in real estate or other assets that are
not readily marketable, the bank or trust company shall determine the value of the
fund's assets at least once each year.

(A) Participation shall not be admitted to or withdrawn from the fund except
according to the following:
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(i) On the basis of the valuation; and
(if) according to the valuation date.

Participation shall not be admitted to or withdrawn from the fund unless a written
request for or notice of intention of taking such action shall have been entered
on or before the valuation date in the fiduciary records of the bank or trust
company and approved in the manner as the board of directors shall prescribe.
No requests or notices may be canceled or countermanded after this valuation
date.

If a fund described in paragraph (a)(2) of this regulation is to be invested in real
estate or other assets that are not readily marketable, the bank or trust company
may require a prior notice period not to exceed one year, for withdrawals.

Each bank or trust company administering a collective investment fund shall at
least once during each period of 12 months cause an adequate audit to be made
of the collective investment fund by auditors responsible only to the board of
directors of the bank or trust company. In the event the audit is performed by
independent public accountants, the reasonable expenses of the audit may be
charged to the collective investment fund.

Each bank or trust company administering a collective investment fund shall at
least once during a period of 12 months prepare a financial report of the fund.
This report, based upon the above audit, shall contain a list of investments in the
fund showing the following:

(i) The cost and current market value of each investment;

(ii) astatement for the period since the previous report showing purchases, with
cost;

(iii) sales, with profit or loss and any other investment changes;
(iv) income and disbursements; and
(v) an appropriate notation as to any investments in default.

The financial report may include a description of the fund's value on previous
dates, as well as its income and disbursements during previous accounting
periods. Predictions or representations as to future results shall not be made. In
addition, as to funds described in paragraph (a)(1) of this regulation, neither the
report nor any other publication of the bank or trust company shall make
reference to the performance of funds other than those administered by the bank
or trust company.
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(D) A copy of the financial report shall be furnished, or notice shall be given that a

(E)

copy of the report is available and will be furnished without charge upon request,
to each person to whom a regular periodic accounting would ordinarily be
rendered with respect to each participating account. A copy of the financial
report may also be furnished to prospective customers. The cost of printing and
distribution of these reports shall be borne by the bank or trust company. In
addition, a copy of the report shall be furnished upon request to any person for a
reasonable charge. The fact of the availability of the report for any fund
described in paragraph (a) (1) of this regulation may be given publicity, solely
in connection with the promotion of the fiduciary services of the bank or trust
company.

Except as provided in this regulation, the bank or trust company shall not
advertise or publicize its collective investment fund or funds described in
paragraph (a)(1) of this regulation.

(6) When participations are withdrawn from a collective investment fund, distributions
may be made in cash or ratably in kind, or partly in cash and partly in kind. However,
all distributions on any one valuation date shall be made on the same basis.

(7) If, for any reason, an investment is withdrawn in kind from a collective investment
fund for the benefit of all participants in the fund at the time of the withdrawal and
the investment is not distributed ratably in kind, it shall be segregated and
administered or realized upon for the benefit ratably of all participants in the
collective investment fund at the time of withdrawal.

(8) (A) A bank or trust company shall not have any interest in a collective investment

(B)

fund other than in its fiduciary capacity. Except for temporary net cash overdrafts
or as otherwise specifically provided herein, it shall not lend money to a fund,
sell property to, or purchase property from a fund. Assets of a collective
investment fund shall not be invested in stock or obligations, including time or
savings deposits, of the bank or trust company or any of its affiliates. However,
these deposits may be made of funds awaiting investment or distribution. Subject
to all other provisions of this regulation, funds held by a bank or trust company
as fiduciary for its own employees may be invested in a collective investment
fund. A bank or trust company shall not make any loan on the security of a
participation in a fund. If because of a creditor relationship or otherwise the bank
or trust company acquires an interest in a participation in a fund, the participation
shall be withdrawn on the first date on which the withdrawal can be effected. An
unsecured advance to an account holding participation shall not be deemed to
constitute the acquisition of an interest by a bank or trust company until the time
of the next valuation date arrives.

Any bank or trust company administering a collective investment fund may
purchase from the fund for its own account any defaulted fixed income
investment held by the fund, if in the judgment of the board of directors the cost
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of segregation of the investment would be greater than the difference between
its market value and its principal amount plus interest and penalty charges due.
If the bank or trust company elects to purchase the investment, it shall do so at
its market value or at the sum of cost, accrued unpaid interest, and penalty
charges, whichever is greater.

(9) The reasonable expenses incurred in servicing mortgages held by a collective
investment fund may be charged against the income account of the fund and paid to
servicing agents, including the bank or trust company administering the fund.

(10) A bank or trust company administering a collective investment fund shall have the
exclusive management of it, except as prudence may allow delegation.

(A) The bank or trust company may charge a fee for the management of the collective
investment fund if the fractional part of the fee proportionate to the interest of
each participant does not, when added to any other compensations charged by a
bank to a participant, exceed the total amount of compensations that would have
been charged to the participant if no assets of the participant had been invested
in participations in the fund.

(B) The bank or trust company shall absorb the costs of establishing or reorganizing
a collective investment fund.

(11) A bank or trust company administering a collective investment fund shall not issue
any certificate or other document evidencing a direct or indirect interest in this fund
in any form.

(12) A mistake made in good faith and in the exercise of due care in connection with the
administration of a collective investment fund shall not be deemed to be a violation
of this regulation if promptly after the discovery of the mistake the bank or trust
company takes whatever action may be practicable in the circumstances to remedy
the mistake.

(13) Short-term investment funds established under subsection (a) of this regulation may
be operated on a cost, rather than market value, basis for purposes of admissions and
withdrawals, if the plan of operation satisfies each of the following requirements.

(A) Investments shall be limited to bonds, notes, or other evidences of indebtedness
payable on demand, including variable amount notes, or having a maturity date
not exceeding 91 days from the date of purchase. However, 20 percent of the
value of the fund may be invested in longer term obligations.

(B) The difference between the cost and anticipated principal receipt on maturity
shall be accrued on a straight-line basis.

(C) Assets of the fund shall be held until maturity under usual circumstances.
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(D) After effecting admissions and withdrawals, not less than 20 percent of the value
of the remaining assets of the fund shall be composed of cash, demand
obligations, and assets that will mature on the fund's next business day.

In addition to the investments permitted under subsection (a) of this regulation, funds or
other property received or held by a bank or trust company as fiduciary may be invested
collectively, to the extent not prohibited by state law, as follows:

1)

@)

(3)

In shares of a mutual trust investment company, organized and operated pursuant to
a statute that specifically authorizes the organization of these companies exclusively
for the investment of funds held by corporate fiduciaries, commonly referred to as a
“bank or trust company fiduciary fund”;

(A) In a single real estate loan, a direct obligation of the United States, or an
obligation fully guaranteed by the United States, or in a single fixed amount
security, obligation or other property, either real, personal or mixed, of a single
issuer; or

(B) on a short-term basis in a variable amount note of a borrower of prime credit, if
the note is maintained by the bank or trust company on its premises and is utilized
by it only for investment of moneys held in fiduciary accounts.

The bank or trust company shall not participate in the loans or obligations authorized
under paragraphs (c)(2)(A) and (B) and shall not have an interest in any investment
therein except in its capacity as fiduciary;

in a common trust fund maintained by the bank or trust company for the collective
investment of cash balances received or held by a bank or trust company in its
capacity as trustee, executor, administrator, or guardian, which the bank or trust
company considers to be individually too small to be invested separately to
advantage:

(A) (i) The total investment for such fund shall not exceed $100,000;
(if) the number of participating accounts shall be limited to 100; and

(iii) no participating account may have an interest in the fund in excess of
$10,000;

(B) in applying these limitations, if two or more accounts are created by the same
person or persons and one-half of the income or principal of each account is
presently payable or applicable to the use of the same person or persons such
account shall be considered as one;
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(C) a fund shall not be established or operated under this paragraph for the purpose
of avoiding the provisions of subsection (b) of this regulation;

(4) in any investment specifically authorized by court order, or authorized by the
instrument creating the fiduciary relationship, in the case of trusts created by a
corporation, its subsidiaries and affiliates or by several individual settlors who are
closely related. An investment shall not be made under this paragraph for the purpose
of avoiding the provisions of subsection (b) of this regulation; or

(5) inany other manner that is approved in writing by the state bank commissioner.
(Authorized by K.S.A. 9-1609 and K.S.A. 2000 Supp. 9-1713; implementing K.S.A. 9-1609

and K.S.A. 2000 Supp. 9-2103, as amended by L. 2001, ch. 27, § 1; effective Feb. 28, 1994;
amended Jan. 18, 2002.)

K.A.R. 17-23-12. Record-keeping for securities transactions.

Each bank or trust company effecting securities transactions for customers shall maintain the
following records with respect to such transactions for at least three years.

(@)

There shall be chronological records of original entry containing an itemized daily record
of all purchases and sales of securities. The records of original entry shall show:

(1) the account or customer for which each such transaction was effected;
(2) the description of the securities;
(3) the unit and aggregate purchase or sale price, if any; and

(4) the trade date and the name or other designation of the broker, dealer or other person
from whom purchased or to whom sold.

(b) There shall be account records for each customer which shall reflect:

(©

(1) all purchases and sales of securities;
(2) all receipts and deliveries of securities;

(3) all receipts and disbursements of cash with respect to transactions in securities for
such accounts; and

(4) all other debits and credits pertaining to transactions in securities.

There shall be a separate memorandum or order ticket for each order to purchase or sell
securities, whether executed or canceled, which shall include:
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the account or accounts for which the transaction was effected;

whether the transaction was a market order, limit order or subject to special
instructions;

the time the order was received by the trader or other bank or trust company employee
responsible for effecting the transaction;

the time the order was placed with broker or dealer; or if there was no broker or dealer,
the time the order was executed or canceled;

the price at which the order was executed; and

the price that the broker or dealer utilized.

(d) There shall be a record of each broker or dealer selected by the bank or trust company to
effect securities transactions and the amount of commissions paid or allocated to each
broker during the calendar year. Nothing contained in this paragraph shall require a bank
or trust company to maintain the records required by this regulation in any given manner,
provided that the information required to be shown is clearly and accurately reflected and
provides an adequate basis for the audit of such information.

(Authorized by K.S.A. 9-1713; implementing K.S.A. 9-1130, K.S.A. 9-1603, K.S.A. 9-1608,
K.S.A. 9-2103; effective Feb. 28, 1994.)

K.A.R. 17-23-13. Form of notification for securities transactions.

Each bank or trust company effecting a securities transaction for a customer shall maintain for at
least three years and except as provided in K.A.R. 17-23-14, shall mail or otherwise furnish to
such customer either of the following types of notifications:

@ @)

)

a copy of the confirmation of a broker or dealer relating to the securities transactions;
and

if the bank or trust company is to receive remuneration from the customer or any other
source in connection with the transaction, and the remuneration is not determined
pursuant to a written agreement between the bank or trust company and the customer,
a statement of the source and amount of any remuneration to be received; or

(b) a written notification disclosing:

@)
)

the name of the bank or trust company;

the name of the customer;
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whether the bank or trust company is acting as an agent for the customer, as agent for
both the customer and some other person, as principal for its own account, or in any
other capacity;

the date of execution and a statement that the time of execution will be furnished
within a reasonable time upon written request of the customer and the identity, price
and number of shares or units, or principal amount in the case of debt securities, of
the security purchased or sold by such a customer;

the amount of any remuneration received or to be received by the bank or trust
company from the customer in connection with the transaction;

the source and amount of any other remuneration to be received by the bank or trust
company in connection with the transaction, unless remuneration is determined
pursuant to a written agreement between the bank or trust company and the customer.

In the case of U.S. government securities, federal agency obligations and municipal
obligations, this paragraph (b)(6) shall apply only with respect to remuneration
received by the bank or trust company in an agency transaction; and

the name of the broker or dealer utilized; or where there is no broker or dealer, the
name of the person from whom the security was purchased or to whom it was sold,
or the fact that such information will be furnished within a reasonable time upon
written request.

(Authorized by K.S.A.9-1713; implementing K.S.A.9-1601, K.S.A.9-2103; effective
Feb. 28, 1994.)

K.A.R. 17-23-14. Time of notification for securities transactions.

The time for mailing or otherwise furnishing the written notification described in K.A.R. 17-23-
13 shall be five business days from the date of the transaction, or if a broker or dealer is utilized,
within five business days from the receipt by the bank or trust company of the broker or dealer's
confirmation. However, the bank or trust company may elect to use the following alternative
procedures if the transaction is effected for the following types of securities.

(@) For accounts, except periodic plans, for which the bank or trust company does not exercise
investment discretion, the bank or trust company and the customer may agree in writing to
a different arrangement as to the time and content of the notification. The agreement shall
make clear the customer’s right to receive the written notification within the prescribed
time period at no additional cost to the customer.

(b) For accounts, except collective investment funds, for which the bank or trust company
exercises investment discretion in other than an agency capacity, the bank or trust company
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shall, upon request of the person having the power to terminate the account or, if there is
no such person, upon the request of any person holding a vested beneficial interest in the
account, mail or otherwise furnish to the person the written notification within a reasonable
time. The bank or trust company may charge that person a reasonable fee for providing this
information.

Unless otherwise provided in the account agreement, for accounts for which the bank or
trust company exercises investment discretion in an agency capacity, the following
requirements shall be met:

(1) The bank or trust company shall mail or otherwise furnish to each customer not less
frequently than once every three months an itemized statement which shall specify
the funds and securities in the custody or possession of the bank or trust company at
the end of that period and all debits, credits, and transactions in the customer's account
during that period; and

(2) ifrequested by the customer, the bank or trust company shall mail or otherwise furnish
to the customer within a reasonable time the written notification described in K.A.R.
17-23-13. The bank or trust company may charge a reasonable fee for providing this
information.

For a collective investment fund, the provisions of K.A.R. 17-23-11 shall apply.

(1) For a periodic plan, the bank or trust company shall mail or otherwise furnish to the
customer as promptly as possible after each transaction a written statement showing
the following information:

(A) The funds and securities in the custody or possession of the bank or trust
company;

(B) all service charges and commissions paid by the customer in connection with the
transaction; and

(C) all other debits and credits of the customer's account involved in the transaction.

(2) Upon the written request of any customer, the bank or trust company shall furnish the
information described in K.A.R. 17-23-13. However, any information relating to
remuneration paid in connection with the transaction shall not be required to be
provided to the customer when paid by a source other than the customer. The bank or
trust company may charge a reasonable fee for providing this information.

(Authorized by K.S.A. 2000 Supp. 9-1713; implementing K.S.A. 9-1601 and K.S.A. 2000
Supp. 9-2103, as amended by L. 2001, ch. 27, §1; effective Feb. 28, 1994; amended
Jan. 18, 2002.)
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K.AR. 17-23-15. Revoked.

(Authorized by K.S.A.9-1713; implementing K.S.A. 9-1601, K.S.A.9-2103; effective
Feb. 28, 1994; revoked Jan. 18, 2002.)

K.A.R. 17-23-16. Location of trust documents.

(@)

(b)

(©

(d)

Unless an exception is granted by the commissioner, all of the original governing
instruments establishing a fiduciary relationship with a bank or trust company shall be
permanently maintained and located at one site, which shall be one of the following:

(1) The main bank or trust company location;
(2) anapproved branch or trust service office; or
(3) another site approved by the commissioner.

The following factors shall be considered by the commissioner in determining whether to
grant an exception:

(1) The cost to the bank or trust company to maintain all original governing instruments
at one site;

(2) the additional burden to the bank or trust company to maintain all original governing
instruments at one site; and

(3) the effect that storage at separate locations will have on the ability of the
commissioner, or the commissioner's designees, to efficiently conduct an examination
of the bank or trust company.

All other records shall be stored at any main bank or trust company location, an approved
branch or trust service office, or another site approved by the commissioner.

For purposes of examination, the bank or trust company shall make available original
governing instruments and other records as deemed necessary by the commissioner to
complete an examination.

(Authorized by K.S.A. 9-1713 and K.S.A. 9-1130; implementing K.S.A. 9-1603, 9-1130,
and K.S.A. 1999 Supp. 9-2103; effective Feb. 28, 1994; amended April 28, 2000.)
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KANSAS ADMINISTRATIVE REGULATIONS

Agency 103 - JOINT REGULATIONS - STATE BANK COMMISSIONER AND
SAVINGS AND LOAN COMMISSIONER

Article 1 - SECURITY FOR DEPOSIT OF PUBLIC FUNDS

K.A.R. 103-1-1. Security for deposit of public funds.

The market value of negotiable promissory notes secured by first lien mortgages on real estate and
pledged and assigned by a bank or savings and loan association as security for deposits of
municipal or quasi-municipal corporations shall be determined in the following manner:

(1) Determine the average interest rate for all such notes pledged by the institution;

(2) Obtain the current GNMA bid rate for comparable obligations; and

(3) Multiply the total of real estate loans pledged by the GNMA bid quotation to ascertain the
current value of the pledged real estate loans.

(Authorized by and implementing K.S.A. 9-1402; effective, T-83-18, July 1, 1982; effective
May 1, 1983.)
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KANSAS ADMINISTRATIVE REGULATIONS

Agency 104 - JOINT REGULATIONS - CONSUMER CREDIT COMMISSIONER,
CREDIT UNION ADMINISTRATOR, SAVINGS AND LOAN COMMISSIONER AND
BANK COMMISSIONER

Article 1 - ADJUSTABLE RATE NOTES

K.A.R. 104-1-1. Revoked.

(Authorized by and implementing L. 1982, ch. 94; effective, T-83-29, Sept. 22, 1982;
effective May 1, 1983; revoked, T-88-28, Aug. 19, 1987; revoked May 1, 1988.)

K.A.R. 104-1-2. Consumer-purpose adjustable rate real estate transactions.

(@) A creditor may use any interest-rate index that is readily verifiable by the borrower if it is
beyond the control of the creditor to adjust the interest rate on any of the following:

(1) consumer-purpose adjustable rate notes secured by a real estate mortgage; or

(2) consumer-purpose contracts for deed to real estate which contain an adjustable
interest rate provision.

(b) Adjustments to the interest rate shall correspond directly to the movement of the index,
subject to any rate-adjustment limitations that a creditor may provide.

(c) When the movement of the index permits an interest-rate increase, the creditor may decline
to increase the interest rate by the indicated amount. The creditor may decrease the interest
rate at any time.

(d) The creditor may implement adjustments to the interest rate through adjustments to the
outstanding principal loan balance, loan term, payment amount, or any combination of the
above.

(e) The creditor shall not charge the borrower any costs or fees in connection with regularly-
scheduled adjustments to the interest rate, payment, outstanding principal loan balance, or
loan term.

(f) For purposes of this regulation, “consumer-purpose” means primarily for personal, family
or household purposes.

(Authorized by and implementing K.S.A. 16-207d; effective, T-88-28, Aug. 19, 1987;
effective May 1, 1988; amended Aug. 9, 1996.)
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SPECIAL ORDERS OF THE COMMISSIONER

Special Orders - Still in Effect

1995-5...iiiiies Bank Relocation; 30-Mile Radius

1997-2 i, Interstate Branching

2008-1 ....c.ocveiieiianns Loan Referrals, Acting as Finder

2018-1 ..o Commercial Real Estate Mortgages, Appraisal and Evaluation Threshold
2019-1 .o Residential Real Estate Mortgages, Appraisal and Evaluation Threshold

STATE OF KANSAS
STATE BANK COMMISSIONER
SPECIAL ORDER 1995-5
Bank Relocation; 30-Mile Radius

This Order, is hereby issued this 6th day of September, 1995 by the Kansas State Bank
Commissioner (commissioner) pursuant to K.S.A. 9-1715, as amended.

PART |

WHEREAS, pursuant to 12 U.S.C. § 30, as applied in the February 16, 1995 DECISION OF THE
COMPTROLLER OF THE CURRENCY ON THE APPLICATIONS OF BANK MIDWEST OF
KANSAS, NATIONAL ASSOCIATION, LENEXA, KANSAS, AND BANK MIDWEST,
NATIONAL ASSOCIATION, KANSAS CITY, MISSOURI (OCC Decision) a national banking
association may move its main office location up to thirty miles from the city limits of the city in
which it is currently located; and,

WHEREAS, pursuant to 12 U.S.C. § 30, as applied in the OCC Decision, a national banking
association may move its main office from one state to another. For purposes of this order, the
state from which a bank moves its main office shall be known as the "host state"; the state into
which the bank moves its main office shall be known as the "home state"; and,

WHEREAS, pursuant to 12 U.S.C. § 30, as applied in the OCC Decision, the national banking
association, subsequent to the relocation of its main office to the home state, has the authority to
retain its host state locations for operation as interstate branches; and,

WHEREAS, pursuant to 12 U.S.C. § 36, as applied in the OCC Decision, the national banking
association, subsequent to the relocation of its main office to the home state, has the authority to
seek and acquire OCC approval to establish branches at additional host state locations; and,
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WHEREAS, pursuant to 12 U.S.C. § 215a and 12 U.S.C. 8§ 36, as applied in the OCC Decision, a
national banking association in a home state may effectuate a merger with a national banking
association that has regulatory approval to relocate to the home state from a host state, and
subsequent to the merger, the surviving national banking association located in the home state has
the authority to retain the host state locations for operation as interstate branches; and,

WHEREAS, no provision of Kansas law presently allows the relocation of any state bank from a
host state to a location within a home state; and,

WHEREAS, no provision of Kansas law presently allows a state bank which has relocated its
home state to Kansas, or a Kansas state bank that has relocated its home state to Missouri, to
operate or establish branches in the host states; and,

WHEREAS, no provision of Kansas law, including K.S.A. 9-1724 which authorizes the merger
of Kansas state banks, allows a Kansas state bank to merge with a Missouri state bank that has
received regulatory approval to relocate to Kansas; and,

WHEREAS, K.S.A. 9-1715, as amended, grants to the commissioner "...the power to authorize
any or all state banks to engage in any activity in which such banks could engage were they
operating as national banks at the time such authority is granted..."; and,

WHEREAS, a number of state banks have articulated a desire to convert from a state bank charter
to a national banking association charter in order to access the authority presented by 12 U.S.C. §
30,12 U.S.C. § 36, and 12 U.S.C. § 2154, as applied in the OCC decision; and,

WHEREAS, the commissioner deems the issuance of this special order to be reasonably required
to preserve the welfare of state banks and to promote competitive equality between state banks and
national banking associations, and is therefore required by statute to issue this special order;

PART 11

IT IS THEREFORE ORDERED, that upon the affirmative vote of not less than two-thirds of a
Kansas state bank'’s outstanding voting stock, and with the prior approval of the commissioner, a
Kansas state bank may relocate its main office not more than 30 miles from the city limits of the
city in which it is located to any location within the state of Missouri.

IT ISFURTHER ORDERED, that no such approval shall be granted, pursuant to this Part, before
the Kansas state bank has filed an application on a form and containing such information as
required by the commissioner.

IT ISFURTHER ORDERED, that no such approval shall be granted, pursuant to this Part, before
the commissioner has received written notice from the Missouri Commissioner of Finance
certifying that the Kansas state bank has applied for and received approval from the state of
Missouri to relocate its main office pursuant to the laws and regulations of the state of Missouri.
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IT IS FURTHER ORDERED, that a Kansas state bank which receives approval from the
Missouri Commissioner of Finance shall, not more than 15 days following such relocation, provide
the commissioner with the bank's Kansas certificate of authority or charter, and written
certification that notice of the relocation has been filed with the Corporations Division of the
Kansas Secretary of State.

IT IS FURTHER ORDERED, that upon receiving the prior approval of the commissioner,
pursuant to this Part, and subsequent to the bank's relocation of its main office to a location in the
state of Missouri, the bank shall have the authority to operate the bank's Kansas locations, which
existed at the time of the approval of the relocation, as branches.

IT IS FURTHER ORDERED, that a Kansas state bank which relocates its main office to
Missouri and retains its Kansas locations as branches, pursuant to the authority provided by this
Part, shall have the authority to establish additional Kansas branch locations, pursuant to the
authority and in accordance with the procedures established by K.S.A. 9-1111, as amended, to the
same extent as a state bank with its main office in Kansas, provided the bank seeks and acquires
the prior approval of the Missouri Commissioner of Finance.

IT IS FURTHER ORDERED, that the commissioner shall retain the authority to examine the
resulting Missouri bank and its Kansas branches for the purpose of determining the safety and
soundness of their operation and compliance with applicable laws and regulations, to levy any
assessments and/or fees associated with the supervision as determined by the commissioner, and
to exchange examination reports and other regulatory information with the state of Missouri.

IT IS FURTHER ORDERED, that a Kansas state bank which relocates its main office to
Missouri and retains its Kansas locations as branches, pursuant to the authority provided by this
Part, shall be subject to the provisions of K.S.A. 9-1701, K.S.A. 9-1703, K.S.A. 9-1708, K.S.A. 9-
1714, K.S.A. 9-1805, and K.S.A. 9-1807, to the same extent as a state bank with its main office in
Kansas.

PART IlI

IT ISFURTHER ORDERED, that with the prior approval of the commissioner, a Missouri state
bank may relocate its main office not more than 30 miles from the city limits of the city in which
it is located to any location within the state of Kansas.

IT ISFURTHER ORDERED, that no such approval shall be granted, pursuant to this Part, before
the Missouri state bank has filed an application with the commissioner. This application shall be
on a form prescribed by the commissioner and shall include the following items:

(A) A certified copy of the Missouri state bank's articles of agreement;
(B) A transcript of the minutes of the stockholder's meeting of the Missouri state bank, showing

that at least a majority of the outstanding voting stock of the Missouri state bank was voted
in favor of the relocation and conversion to a Kansas state bank;
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(C) Articles of incorporation duly made and executed in accordance with the Kansas general
corporation code; and which shall also specifically include the names and addresses of its
stockholders and the amount of stock owned by each; and which shall also specifically
provide that the proposed resulting Kansas state bank is and shall be considered the same
as, and a continuation of, the business and corporate entity of the converting Missouri state
bank, and that with regard to powers, duties, and rights the resulting bank is a corporation
formed under the laws of Kansas.

(D) The proposed name of the resulting Kansas state bank.

(E) The names and addresses of all persons who are to be officers and directors of the resulting
Kansas state bank.

(F) Any and all additional information the commissioner deems necessary to make a
determination regarding the legality of the proposed relocation or resulting Kansas state
bank.

IT IS FURTHER ORDERED, that the resulting Kansas state bank shall have the authority to
issue and exchange its shares of stock for the shares of the Missouri state bank.

IT ISFURTHER ORDERED, that no such approval shall be granted, pursuant to this Part, before
the commissioner has conducted an investigation of the Missouri state bank, to the extent the
commissioner deems necessary, to determine that the assets of the Missouri state bank are properly
valued, that the capital stock of the resulting Kansas state bank will be unimpaired, that the
proposed stockholders, directors, and officers are of sufficient character and experience, and that
approval of the application will result in a Kansas state bank which is in compliance with the
provisions of this order and applicable Kansas law.

IT IS FURTHER ORDERED, that upon approval by the commissioner of the relocation of a
Missouri state bank to Kansas, pursuant to this Part, and after the Missouri state bank has supplied
the commissioner written certification that its articles of incorporation, and the other items
contained in the application required by this Part, have been duly filed with the Corporations
Division of the Kansas Secretary of State, the commissioner shall issue the bank a certificate of
authority showing that such bank is authorized to transact a general banking business in Kansas
and that, pursuant to the provisions of the Kansas banking code and other applicable laws of
Kansas, the resulting bank is afforded the same rights, powers and franchises and is subject to the
same restrictions, duties and obligations as any state bank incorporated in Kansas.

IT IS FURTHER ORDERED, that upon receiving the prior approval of the commissioner,
pursuant to this Part, and subsequent to the bank's relocation and acquisition of a Kansas certificate
of authority, the resulting Kansas state bank shall have the authority to operate the bank’s Missouri
locations, which existed at the time of the approval of the relocation, as branches.

IT IS FURTHER ORDERED, that the resulting Kansas state bank which relocates and retains
its Missouri locations as branches, pursuant to the authority provided by this Part, shall have the
authority to establish additional Missouri branch locations, pursuant to the authority and in
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accordance with the procedures established by K.S.A. 9-1111, as amended, provided the bank
seeks and acquires the prior approval of the Missouri Commissioner of Finance.

PART IV

IT IS FURTHER ORDERED, that notwithstanding the requirements of Part 111 of this Order,
with the prior approval of the commissioner, a Kansas state bank with its main office not more
than 30 miles from the city limits of the city in which the home office of a particular constituent
Missouri state bank is located, may merge with the particular constituent Missouri state bank;
provided, the particular constituent Missouri state bank has applied for and received approval from
the Missouri Commissioner of Finance to relocate its main office to Kansas pursuant to the laws
and regulations of the state of Missouri.

IT ISFURTHER ORDERED, that no such approval shall be granted, pursuant to this Part, before
the commissioner has received written notice from the Missouri Commissioner of Finance
certifying that the Missouri state bank has applied for and received approval from the state of
Missouri to relocate its main office to Kansas pursuant to the laws and regulations of the state of
Missouri.

IT ISFURTHER ORDERED, that no such approval shall be granted, pursuant to this Part, before
the Kansas state bank has fully complied with K.S.A. 9-1724 and the Kansas general corporation
code, including, without limitation, the filing of an application on a form required by the
commissioner and by satisfactorily meeting all substantive and procedural requirements which
relate to the merger of a Kansas state bank.

IT IS FURTHER ORDERED, that upon receiving the prior approval of the commissioner,
pursuant to this Part, and subsequent to the merger, the Kansas state bank which survives the
merger with a Missouri state bank, shall have the authority to operate the Missouri state bank's
Missouri locations, which existed at the time of the approval of the merger, as branches.

IT ISFURTHER ORDERED, that the resulting Kansas state bank which merges with a Missouri
state bank and retains its Missouri locations as branches, pursuant to the authority provided by this
Part, shall have the authority to establish additional Missouri branch locations, pursuant to the
authority and in accordance with the procedures established by K.S.A. 9-1111, as amended,
provided the bank seeks and acquires the prior approval of the Missouri Commissioner of Finance.

PART V

IT IS FURTHER ORDERED, that any bank which relocates from a host state to a home state,
or which survives a merger, pursuant to the authority provided by this Order, shall succeed by
operation of law, without any conveyance or transfer, to all the actual or potential assets, real
property, tangible personal property, intangible personal property, rights, franchises, and interests;
and shall by operation of law continue all trust functions being exercised by the relocated bank or
the merged bank, and shall be substituted for the relocated bank or the merged bank and shall hold
and enjoy the same and all rights of property and interests of a fiduciary nature including, without
limitation, as trustee, agent, executor, administrator, registrar, conservator, assignee, receiver,
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custodian, transfer agent, corporate trustee, corporate agent, or any other fiduciary capacity in the
same manner and to the same extent as these rights and interests were held by the relocated or
merged bank at the time of its relocation or merger. In the case of a merger, this section is intended
to be in addition to and not in exclusion of any powers, rights, duties or liabilities established on
behalf of any party by K.S.A. 17-6709.

IT IS FURTHER ORDERED, pursuant to K.S.A. 9-1715(b), as amended, that the terms of this
special order shall become effective September 6, 1995 and shall remain in full force and effect
until amended or revoked by the Kansas State Bank Commissioner.

IT 1S SO ORDERED.

STATE BANK COMMISSIONER
Frank D. Dunnick

*kkkk

STATE OF KANSAS
STATE BANK COMMISSIONER
SPECIAL ORDER 1997-2
Interstate Branching

THIS ORDER, is hereby issued this 30th day of May, 1997 by the Kansas State Bank
Commissioner (commissioner) pursuant to K.S.A. 9-1715, as amended.

PART |

FOR PURPOSES OF THIS ORDER, the following definitions shall apply:
Bank means an insured bank as defined by 12 U.S.C. § 1813(h).

De Novo Branch means a branch office of a bank which is originally established by the bank and
does not become a branch office of the bank as a result of a merger transaction.

Home State means:

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

(b) with respect to a state bank, the state by which the bank is chartered.

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

Interstate Merger Transaction means a merger transaction between banks with different home
states.
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Kansas National Bank means a federally chartered bank, the home state of which is Kansas.

Kansas State Bank means a state chartered bank, the home state of which is Kansas.

Merger Transaction means any transaction in which a bank merges with, consolidates with,
assumes liabilities of, or transfers liabilities to another bank.

Responsible Federal Agency means the federal agency determined by 12 U.S.C. § 1828(c)(2).

Resulting Bank means the bank that survives an interstate merger transaction.

PART 11

WHEREAS, pursuant to 12 U.S.C. § 215a-1, national banks are authorized to engage in an
interstate merger transaction, if the transaction is approved by the responsible agency, in
accordance with 12 U.S.C. § 1831u; and

WHEREAS, pursuant to 12 U.S.C. 8 1831u, on and after June 1, 1997, the responsible federal
agency is authorized to approve an interstate merger transaction involving a Kansas national bank;
and

WHEREAS, pursuant to 12 U.S.C. § 36(d), a Kansas national bank which is a resulting bank, is
authorized to retain and operate as a branch, any office that any bank involved in the interstate
merger transaction was operating as a main office or branch immediately before the merger
transaction; and

WHEREAS, pursuant to 12 U.S.C. § 36, a Kansas national bank which is a resulting bank, is
authorized to seek and acquire the Comptroller of the Currency’s approval to establish and operate
branches at additional locations in those host states in which the resulting bank maintains branches;
and

WHEREAS, pursuant to 12 U.S.C. § 36(g), a Kansas national bank is authorized to seek and
acquire the Comptroller of the Currency’s approval to establish and operate a de novo branch in a
host state in which the bank does not maintain a branch, if the host state has a state law expressly
permitting the establishment of the de novo branch; and

WHEREAS, no Kansas statute presently allows a Kansas state bank to engage in an interstate
merger transaction to the same extent as 12 U.S.C. § 215a-1 permits for Kansas national banks;
and

WHEREAS, no Kansas statute presently allows a Kansas state bank, which is a resulting bank,
to retain and operate as a branch, any office that any bank involved in the interstate merger
transaction was operating as a main office or branch immediately before the merger transaction;
and
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WHEREAS, no Kansas statute presently allows a Kansas state bank, which is a resulting bank, to
establish and operate branches at additional locations in those host states in which the resulting
bank maintains branches; and

WHEREAS, no Kansas statute presently allows a Kansas state bank, to establish and operate a de
novo branch in a host state in which the bank does not maintain a branch; and

WHEREAS, K.S.A. 9-1715, as amended, grants to the commissioner "...the power to authorize
any or all state banks to engage in any activity in which such banks could engage were they
operating as national banks at the time such authority is granted..."; and

WHEREAS, the commissioner deems the issuance of this special order to be reasonably required
to preserve the welfare of state banks and to promote competitive equality between state banks and
national banking associations, and is therefore required by statute to issue this special order;

PART IlI

IT IS THEREFORE ORDERED, that a Kansas state bank may engage in an interstate merger
transaction in accordance with K.S.A. 17-6702, after applying for and receiving the necessary
regulatory approvals as required by the terms of this order and 12 U.S.C. § 1831u.

IT IS FURTHER ORDERED, that if a proposed interstate merger transaction provides for the
resulting bank’s home state to be a state other than Kansas, a Kansas state bank shall not engage
in the proposed merger transaction until the required approvals have been received from the
resulting bank’s regulatory supervisors. Such Kansas state bank shall provide written notification
to the commissioner of the merger transaction at least 10 days prior to consummation. Not more
than 15 days following the merger transaction the resulting bank shall surrender the former Kansas
state bank’s certificate of authority or charter, and shall certify in writing to the commissioner that
the proper instruments have been filed in accordance with K.S.A. 17-6003, and amendments
thereto.

IT IS FURTHER ORDERED, that if a proposed interstate merger transaction provides for the
resulting bank to be a Kansas state bank, the transaction shall not be permitted until the Kansas
state bank has applied for and received written approval from the commissioner. No such approval
shall be granted before the Kansas state bank has fully complied with K.S.A. 9-1724 and the
Kansas general corporation code, including, without limitation, submission of an application on a
form required by the commissioner, payment of the non-refundable merger fee established by
K.A.R. 17-22-1, and satisfaction of all substantive and procedural requirements which relate to the
merger of a Kansas state bank.

IT IS FURTHER ORDERED, that a Kansas state bank which is a resulting bank, is authorized
to retain and operate as a branch, any office that any bank involved in the interstate merger
transaction was operating as a main office or branch immediately before the merger transaction.

IT IS FURTHER ORDERED, that a Kansas state bank which is a resulting bank, is authorized
to establish and operate branches at additional locations in those host states in which the resulting
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bank maintains branches. No such authority shall be exercised before the Kansas state bank has
submitted an application on a form required by the commissioner, paid the non-refundable branch
bank fee established by K.A.R. 17-22-1, and satisfied all procedural requirements related to the
establishment of a new branch by a Kansas state bank. The application process shall be in
accordance with K.S.A. 9-1111, except administration of all procedures and approval of the
application shall be the responsibility of the commissioner.

IT IS FURTHER ORDERED, that a Kansas state bank is authorized to establish and operate a
de novo branch in a host state in which the bank does not maintain a branch, if the host state has a
state law permitting the establishment of the de novo branch. No de novo branch shall be
established or operated until the Kansas state bank has applied for and received all necessary
regulatory approvals. Additionally, no such authority shall be exercised before the Kansas state
bank has submitted an application on a form required by the commissioner, paid the non-
refundable branch bank fee established by K.A.R. 17-22-1, and satisfied all procedural
requirements related to the establishment of a new branch by a Kansas state bank. The application
process shall be in accordance with K.S.A. 9-1111, except administration of all procedures and
approval of the application shall be the responsibility of the commissioner.

IT IS FURTHER ORDERED, that a resulting bank, shall succeed by operation of law, without
any conveyance or transfer, to all the actual or potential assets, real property, tangible personal
property, intangible personal property, rights, franchises, and interests of the merged bank; and
shall by operation of law continue all trust functions being exercised by the merged bank, and shall
be substituted for the merged bank and shall hold and enjoy the same and all rights of property and
interests of a fiduciary nature including, without limitation, as trustee, agent, executor,
administrator, registrar, conservator, assignee, receiver, custodian, transfer agent, corporate
trustee, corporate agent, or any other fiduciary capacity in the same manner and to the same extent
as these rights and interests were held by the merged bank at the time of the merger transaction.
This section is intended to be in addition to and not in exclusion of any powers, rights, duties or
liabilities established on behalf of any party by K.S.A. 17-6709.

IT ISFURTHER ORDERED, that nothing in this order provides the statutory authority required
by 12 U.S.C. 8 36(g) and 12 U.S.C. § 1828(d) to permit a bank with a home state other than Kansas
to establish and operate a de novo branch in Kansas.

IT ISFURTHER ORDERED, that nothing in this order provides the statutory authority required
by 12 U.S.C. § 1831u (4) to permit an interstate merger transaction which involves acquisition of
a branch located in Kansas without the acquisition of the bank.

IT IS FURTHER ORDERED, that pursuant to K.S.A. 9-1715(b), as amended, the terms of this
special order shall become effective June 1st, 1997 and shall remain in full force and effect until
amended or revoked by the commissioner.

IT IS SO ORDERED.

STATE BANK COMMISSIONER
W. Newton Male
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STATE OF KANSAS
STATE BANK COMMISSIONER
SPECIAL ORDER 2008-1
Loan Referrals, Acting as Finder

This Order issued this 10th day of October, 2008, by the State Bank Commissioner.

WHEREAS, 12 C.F.R. 87.1002 authorize a national bank to act as a “finder”, bringing interested
parties together to a transaction and performing various functions set out in the regulation; and

WHEREAS, the Comptroller of the Currency has deemed borrowers and lenders to be
encompassed by the term “interested parties”; and

WHEREAS, state law provides no similar authority for state banks to act as a finder, bringing
together interested parties to a transaction; and

WHEREAS, K.S.A. 9-1715 provides the state bank commissioner with the power to authorize
state banks or trust companies to engage in any activity in which such banks or trust companies
could engage were they operating as any other insured depository institution, including a national
bank; and

WHEREAS, the Commissioner deems the issuance of this special order to be reasonably required
to preserve and protect the welfare of state banks and to promote the competitive equality of state
and national banks;

IT IS THEREFORE ORDERED that Kansas state banks shall have the authority to act as a
finder as permitted in 12 C.F.R. §87.1002, and to engage in those activities which the Comptroller
of the Currency determines to be incidental to the activity of acting as a finder; and

IT IS FURTHER ORDERED, that Special Order 1995-4 is revoked because those activities are
fully encompassed by the authority granted in this Order; and

IT IS FURTHER ORDERED, pursuant to K.S.A. 9-1715(b) as amended, that the terms of this
special order shall become effective October 10, 2008 and shall remain in full force and effect
until amended or revoked by the State Bank Commissioner.

IT IS SO ORDERED.

STATE BANK COMMISSIONER
J. Thomas Thull

*khkkkk
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STATE OF KANSAS
STATE BANK COMMISSIONER
SPECIAL ORDER 2018-1
Commercial Real Estate Mortgages, Appraisal and Evaluation Threshold

This Special Order issued this 2nd day of May, 2018, by the State Bank Commissioner
(Commissioner).

WHEREAS, pursuant to 83 FR 15019, the Office of the Comptroller of Currency, the Board of
Governors of the Federal Reserve System, and the Federal Deposit Insurance Corporation have
adopted a final rule on April 9, 2018 amending regulations affecting the requirement for appraisals
and evaluations on commercial real estate. Pursuant to the new final rule, when a nationally-
chartered bank is engaged in the activity of making commercial real estate mortgages to secure
principal debt under $500,000, the bank is not required to conduct an appraisal provided it conducts
an evaluation of the real estate consistent with safe and sound banking practices; and

WHEREAS, pursuant to K.S.A. 9-1101(a)(3) and K.A.R. 17-11-21, Kansas state-chartered banks
are not permitted to engage in the activity of making commercial real estate mortgage loans to
secure principal debt over $250,000 unless an appraisal is made by an appraiser who is licensed or
certified by the state in which property is located and who is independent of the transaction; and

WHEREAS, K.S.A. 9-1715, as amended, grants the Commissioner the power to authorize Kansas
state-chartered banks to engage in any activity in which such banks could engage were they
operating as a national bank; and

WHEREAS, the Commissioner deems the issuance of this Special Order to be reasonably required
to preserve the welfare of state banks and to promote the competitive equality of state banks and
other insured depository institutions.

IT IS THEREFORE ORDERED, subject to the limitations and conditions set forth in this
Special Order, a Kansas state-chartered bank is hereby authorized to make commercial real estate
mortgages to secure principal debt under $500,000 without an appraisal made by an appraiser who
is licensed or certified by the state in which the property is located and who is independent of the
transaction; and

IT IS FURTHER ORDERED, prior to making a commercial real estate mortgage to secure
principal debt between $25,000 and $500,000, two officers or directors, or a qualified individual
who is independent of the transaction, shall complete an accurate evaluation of the real estate
unless the bank has an appraisal conducted compliant with K.A.R. 17-11-21 or the loan is
otherwise exempt from an appraisal or evaluation pursuant to K.A.R. 17-11-21(c); and

IT IS FURTHER ORDERED, any person who conducts an evaluation pursuant to this Special
Order shall view the premises, make a written statement of value, and sign and file the statement
with the bank. Such evaluation shall include:
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(1) alegal description of the property, including street address (if applicable), its present and
projected use,

(2) The owner(s) of the property,

(3) The type and general condition of improvements, including approximate age, size, and
construction, The estimated market value and basis used for determining that value,
including a description of the information and analysis used, and

(4) The date of the evaluation and the signature and address of the evaluator(s).

Evaluations should include any calculations and supporting assumptions necessary to provide the
reader an understanding of the analysis and conclusions contained in the evaluation.; and

IT IS FURTHER ORDERED, this Special Order shall not prohibit the Commissioner from
requiring an appraisal or evaluation if it is deemed necessary to address safety and soundness
concerns; and

IT IS FURTHER ORDERED, this Special Order shall not be applicable to any residential
mortgage or commercial real estate loan securing a single 1-to-4 family residential property,
including, but not limited to, construction loans; and

IT IS FURTHER ORDERED pursuant to K.S.A. 9-1715(b), as amended, the terms of this
Special Order shall take effect on May 2, 2018. If K.A.R. 17-11-21 is amended, this Special Order
shall automatically become revoked when the amendment incorporating the change is effective.

IT IS SO ORDERED.

BANK COMMISSIONER
Michelle W. Bowman

*khkkkk

STATE OF KANSAS
STATE BANK COMMISSIONER
SPECIAL ORDER 2019-1
Residential Real Estate Mortgages, Appraisal and Evaluation Threshold

This Special Order was issued this 9th day of October, 2019, by the Acting State Bank
Commissioner (Commissioner).

WHEREAS, pursuant to 84 FR 53579, the Office of the Comptroller of Currency, the Board of
Governors of the Federal Reserve System, and the Federal Deposit Insurance Corporation have
adopted a final rule on October 9, 2019 amending regulations affecting the requirement for
appraisals and evaluations on residential real estate. Pursuant to the new final rule, when a
nationally-chartered bank is engaged in the activity of making residential real estate mortgages
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under $400,000 to secure principal debt of single 1-to-4 family residential properties, the bank is
not required to conduct an appraisal provided it conducts an evaluation of the real estate consistent
with safe and sound banking practices; and

WHEREAS, pursuant to K.S.A. 9-1101(a)(3) and K.A.R. 17-11-21, Kansas state-chartered banks
are not permitted to engage in the activity of making residential real estate mortgage loans to secure
principal debt over $250,000 unless an appraisal is made by an appraiser who is licensed or
certified by the state in which property is located and who is independent of the transaction; and

WHEREAS, K.S.A. 9-1715, as amended, grants the Commissioner the power to authorize Kansas
state-chartered banks to engage in any activity in which such banks could engage were they
operating as a national bank; and

WHEREAS, the Commissioner deems the issuance of this Special Order to be reasonably required
to preserve the welfare of state banks and to promote the competitive equality of state banks and
other insured depository institutions.

IT IS THEREFORE ORDERED, subject to the limitations and conditions set forth in this
Special Order, a Kansas state-chartered bank is hereby authorized to make residential real estate
mortgages to secure principal debt under $400,000 without an appraisal made by an appraiser who
is licensed or certified by the state in which the property is located and who is independent of the
transaction; and

IT IS FURTHER ORDERED, prior to making a residential real estate mortgage to secure
principal debt between $25,000 and $400,000, two officers or directors, or a qualified individual
who is independent of the transaction, shall complete an accurate evaluation of the real estate
unless the bank has an appraisal conducted compliant with K.A.R. 17-11-21 or the loan is
otherwise exempt from an appraisal or evaluation pursuant to K.A.R. 17-11-21(c); and

IT IS FURTHER ORDERED, any person who conducts an evaluation pursuant to this Special
Order shall view the premises, make a written statement of value, and sign and file the statement
with the bank. Such evaluation shall include:

(1) alegal description of the property, including street address (if applicable), its present and
projected use,

(2) The owner(s) of the property,

(3) The type and general condition of improvements, including approximate age, size, and
construction, The estimated market value and basis used for determining that value,
including a description of the information and analysis used, and

(4) The date of the evaluation and the signature and address of the evaluator(s).

Evaluations should include any calculations and supporting assumptions necessary to provide the
reader an understanding of the analysis and conclusions contained in the evaluation.; and
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IT IS FURTHER ORDERED, this Special Order shall not prohibit the Commissioner from
requiring an appraisal or evaluation if it is deemed necessary to address safety and soundness
concerns; and

IT ISFURTHER ORDERED, this Special Order shall be applicable to any residential mortgage
loan securing a single 1-to-4 family residential property, including, but not limited to, construction
loans; and

IT IS FURTHER ORDERED pursuant to K.S.A. 9-1715(b), as amended, the terms of this
Special Order shall take effect on October 9th, 2019. If K.A.R. 17-11-21 is amended, this Special
Order shall automatically become revoked when the amendment incorporating the change is
effective.

IT IS SO ORDERED.

ACTING BANK COMMISSIONER
David L. Herndon
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GUIDANCE

Please note that subsequent legal cases and legislation can affect the validity of past guidance
documents. Guidance documents are valid at the time they are published, based on the law and
facts at that given time. The OSBC conducted a review of its guidance documents in 2019, made
relevant updates, and determined that the following guidance documents, as updated, remain valid.

Current Guidance

1994-13 ..o FASB 115 and Dividend Calculation

1994-14 ....cccovern, Repurchase Agreements with Municipalities

1994-15 ... Holding Period for ORE

1994-20 .....ccccovevirennne Unclaimed Property

1994-22 ...ccovvvvernn, Overnight Federal Funds

1994-25 ..o Charged-Off Debt of Insiders

1994-26 .....cccvevrne, Loans Sold to a Bank “With Recourse” / Legal Lending Limit

1994-27 ...oovviiiin. Third Party Messenger Services

1994-29 ..o Livestock Exclusion from Classification

1995-3 ., Investment in Temporary Notes

1995-5 .., Use of Word “Bank” in a Corporation Name

1995-27 ..o Unclaimed property; abandonment periods; money orders

1996-8.....cccevveirennn Timing of Audits / Leasing of Bank Premises to Third Parties

1996-8A ..o Timing of Audits

1996-8B.........ccevvneee. Leasing of Bank Premises to Third Parties

1997-2 i, Special Order 1997-2

1997-3 . Approval of Officer Compensation by an Institution’s Board of Directors /
New State Ethics Rules Applicable to Bank Examiners / Record Retention

1997-5 ., Approval of Officer Compensation by an Institution’s Board of Directors

1997-7 e Legal Lending Limit and Reg O

2000-2 ...cvvvieiieiiein Sale of Bank Property to Employees / Approval of the Commissioner
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2000-3....ooeiiiiee Use of County Tax Assessment Information for Evaluations

2001-2 ..ocovvieiieee Request for Extension of Time to Hold Property

2002-2 ...cvvieiieiiein Legal Lending Limit; Loans to Corporate Groups

2004-1 ..o, Certificate of Deposit Account Registry Service

2004-2 ..o OSBC Comprehensive Other Real Estate Policy and Guidelines

2008-1 ..o Disclosure of Confidential Examination Report Information

2009-1 ... K.S.A. 9-1104, Legal Lending Limit Combination Rules and Common
Enterprise

2017-1 i Savings Promotions

Guidance — Page 2



Memo 1994-13 FASB 115 and Dividend Calculation
Date: May 10, 1994

From: William D. Grant Jr., General Counsel

ISSUE:

Must losses, identified by a bank's implementation of Financial Accounting Standard No. 115
(FAS 115),! be deducted from the amount in the bank's undivided profits (U.P.) when
calculating the funds available for dividends pursuant to K.S.A. 9-910?

ANALYSIS:

Without special permission from the Kansas State Banking Board, any dividends must be
paid out of an institution's U.P. K.S.A. 9-910 provides a formula for determining the amount of
funds contained in the U.P. account which are available for disbursement as dividends.

According to K.S.A. 9-910, the institution must identify any unrealized losses by using
generally accepted accounting principles”. The amount of this calculated loss must then be
deducted from the amount contained in the U.P. account to determine what portion of the
U.P. is available for dividends.

The recent implementation of the "generally accepted accounting principle” known as FAS
1152 (mark to market) mandates that certain securities be carried in special categories at
market value on the institution's books. In other words, because of this accounting method,
an institution must book unrealized gains and unrealized losses on those securities which are
required to be periodically "marked to market". This periodic adjustment to the values of the
securities will most likely result in either an aggregate net gain or aggregate net loss in
relation to the value of the institution's entire securities portfolio.

To satisfy the provisions of K.S.A. 9-910, any aggregate net, unrealized loss within the overall
portfolio, resulting from the most recent valuation, as required by FAS 1152, should be
included in the "losses" deducted from undivided profits when calculating funds available for
dividend.

1 Updated 2019. Reference is now Accounting Standards Codification 8320.
2 Same.
3 Same.



Meno 1994- 14 Repurchase Agreenents with Minicipalities

TO Al State Chartered Banks

FR: Kevi n ( endeni ng, Assistant Deputy Conm ssi oner
DT: June 10, 1994

RE: Repur chase Agreements with Miunicipalities

A recent Attorney Ceneral's opinion (no. 94-14) pertaining to K S.A 12-1675
states that when a nmunicipality enters into a repurchase agreenent, the
underlying security mnust be delivered to the nunicipality purchaser or an
i ndependent third party custodian which may include the state treasurer. The
actual transfer of ownership and control of the security used in a repurchase
arrangenent is also known as a "delivery versus paynent" type of repo

The purpose of this nmeno is to provide banks general guidance on A) the
appropriate structure of this type of repurchase agreenment and B) the nethod of
accounting for these agreenents on the bank's books. Banks who currently are or
who in the future plan to engage in repo activities with municipalities are
encouraged to review the AGs opinion and related issues with their |egal and
accounting staff. Qur examners will be review ng these repurchase agreenents
for conpliance with the applicable statute and related AG opinion at future
exam nati ons.

STRUCTURE OF REPO

A nunber of peopl e have asked how a repo agreenent with a municipality would work
under the delivery versus paynent nmethod. There are a nunber of variabl es which
may enter into any specific repo agreenent (described below, however, the
foll owi ng general elenments would be common to all repos of this type

The seller (bank) would instruct its correspondent to deliver the security to the
saf ekeepi ng/ cust odi al account of the buyer (rmuni). Once the security is
transferred to the buyer's (nuni) account it wll no |onger appear in the
sel ler's (bank) safekeeping account, and a confirmation would be sent to the
sell er (bank) showing the withdrawal of the security fromtheir account. Wen
the repo transaction rmatures, the buyer (rmuni) nmust notify the
cust odi an/ correspondent to return the security to the saf ekeepi ng account of the
sel |l er (bank).

Ceneral ly, the municipality nust have a saf ekeepi ng/ custodi al account in order
to carry out these transactions. It appears that in nmany cases, the bank will
set up the saf ekeepi ng/ custodi al account at its correspondent as a service to the
muni ci pality. The nunicipality and/or its custodian, however, would be the
account hol der and the bank woul d not have access to it.

Dependi ng on the terns of the repo agreenent, the seller (bank) may or may not
receive maturity notices or credit advices on the security used for the repo,
al though if possible banks are encouraged to do so. Likew se, the treatnent of
i nterest paynents received on the security during the termof the repo should
al so be covered in the agreenent. These issues will require the seller (bank),
for their own benefit, to keep accurate records of the securities used for these
repos since they may not receive notices fromthe correspondent.

"Book Entry" securities, those for which actual certificates are not generally
i ssued, nay be divided and sold, generally in increnments of $5,000. It is our
understanding that virtually all governnment sponsored securities are issued as
book entry. Based on this assunption, a bank could, as an exanple, sell off
portions of a large denom nation security to different mnunicipalities,
transferring ownership of their respective portions to each. This would appear
to elimnate any problem of a bank using large securities for smaller repo
arrangenents. In these instances, the buyer (rmuni) would be issued a saf ekeepi ng
receipt for their portion of the security purchased and the seller (bank) would
be i ssued a new saf ekeeping receipt for that portion of the security retained.

It's inportant to remenber that the Attorney CGeneral's opinion referenced above



pertains to public funds noney only. I ndividuals or private sector interest
could, in theory, negotiate with the bank for whatever terns they desire. In any
event, the repo agreement should clearly spell out the terns of the arrangenent.

ACCOUNTI NG FOR REPO

Consistent with Call Report treatnent of repurchase agreenents and GAAP, the bank
may continue to carry the security involved in the repo on their books for
recor dkeepi ng purposes. The bank should segregate those securities used for
repos under a separate asset account such as "Bonds held for repo” or sinilar
category. The noney received fromthe nmunicipality for their purchase of the
repo woul d be debited to a cash and due account, and an offsetting entry on the
liability side of the | edger to "Qutstanding repos” or simlar account would be
made. It should be remenbered that the bank's retention of the repo security on
their books for recordkeeping purposes does not alter the AG opinion's
requi renent for the transfer of ownership.



Meno 1994-15 Hol ding Period for ORE

To: Al Field Exam ners
Fr: Kevi n ( endeni ng, Assistant Deputy Conm ssi oner
Dt : June 20, 1994

Re: Hol di ng period for ORE

Effective April 7, 1994, K S. A 9-1102 was anended to permt banks to carry al
types of real estate acquired through DPC on their books for a period of 10 years
wi th possible extensions for up to an additional 4 years.

It is inportant to renenber this change applies only to real estate acquired DPC,
and that possible extensions beyond 10 years nust be approved annually by this
office. Al other appraisal and docunentation requirenments remai n unchanged

The department will apply the 10 year holding period retroactively to ORE
currently held as a book asset by banks, with the counting period running from
the end of any required redenption period followi ng the bank's acquisition of the

property.

In addition, the department has determ ned that ORE acquired by the bank and
previously charged of f under the old holding period limtation, may be rebooked
for the remaining tine as would have been permtted under the new |l aw, to the
extent that the conbined total number of years (A) held as a book asset and (B)
hel d as a nonbook asset does not exceed 10 years (Refer to exanple). In these
i nstances, the bank nust obtain a current appraisal which supports the rebooked
anmount .

EXAMPLE

Bank obtains property DPC and has held it as a book asset for 5 years and a
nonbook asset for 3 years, or a total of 8 years. Therefore, the bank may rebook
the property for a period of 2 years (10 - 8 = 2) plus extensions, if granted.

If you have questions on the application of the new rules, please contact the
of fice.



Meno 1994-20 Uncl ai ned Property

DATE: July 29, 1994 (Modified on 10-98)

TG The Chi ef Executive Ofice of a Kansas State Chartered Bank, Trust
Conpany, or Savings and Loan Associ ation

FROM Frank D. Dunni ck, Bank Conm ssi oner

RE: UNCLAI MED PROPERTY

During the 1994 | egislative session the State Treasurer's office requested and
recei ved nunerous changes to the provisions of the unclaimed property law. These
changes are found in K.S. A 58-3934 As part of the revisions to this law, the
Treasurer sought power to exam ne the state chartered banks, trust conpanies, and
savi ngs and | oan associations in the area of unclainmed property. This office and
representati ves of the Kansas Bankers Association net with the Treasurer and her
staff to work a conpromise in this area. As a result, our exam ning staff wll
continue to review the unclainmed property held by state chartered institutions
as a part of our routine examnation. |If violations of K S.A 58-3934 are found,
they will be brought to the attention of the institution's managenent and
correction of such violation will be requested. The violation wite-up, which
is contained in the exam nation report, will be provided to the State Treasurer's
office only if correction of the violation is not conpleted within fourteen days
after the institution receives their final exam nation report. Once our office
notifies the Treasurer of non-conpliance, the Treasurer will have the authority
to exam ne your institution for conpliance with K S. A 58-3934.

This letter is to make all state chartered banks, trust conpanies, and savings
and | oan associ ati ons aware of the change in the procedures this departnment will
utilize as a follow up to uncorrected violations of the unclainmed property |aw
W have always reviewed an institution's conpliance with this |law as a part of
our routine exam nation. Additionally, we have always asked for correction of
such violations, if noted. This letter will serve as notice of this department's
intention to disclose information of uncorrected violations of the unclained
property law, which are derived during the course of an exanm nation, to the State
Treasurer, if such violations remain uncorrected for nore than fourteen days
after the final examnation report is received by the institution. Once received
by the Treasurer, she will have the option whether to nake a further exam nation
of your institution for conpliance in this area.

Addi tional ly, you should be aware, the new | aw requires a bank, trust conpany or
savi ngs and | oan association to provide the State Treasurer with a letter from
an i ndependent CPA or a resolution of its board of directors which will certify
conpliance with the unclained property act. |If this letter or resolution is not
sent, the State Treasurer retains the right to exam ne your institution.

If you have any questions regarding this comrunication, please do not hesitate
to contact Deputy Comm ssioner Judi Stork or ne at 913-296-2266.

FDD: JMB: dsl

File R- Al Bank Miling



Meno 1994-22 COverni ght Federal Funds

TG Al Kansas State Chartered Banks
FROM Frank Dunni ck, Bank Comm ssi oner
RE: Over ni ght Federal Funds

DATE: August 31, 1994

Thi s agency has historically taken the position that overni ght federal funds were
subject to the lending limtations inposed by K S.A 9-1104 and were limted to
15% of capital stock paid in and uninpaired and uninpaired surplus. Those
federal funds which were secured by U S. Governnent bonds or obligations were
exenpt fromthis limtation. This |long standing interpretation was pronpted by
t he concern that the bank selling the funds, or making the overnight |loan to the
correspondent bank, would not thoroughly review the creditworthiness of the
obligor, and a failure of a purchaser of |arge amounts of federal funds (a
correspondent bank) could in turn cause the failure of several snaller
institutions. The conservative approach was to limt the amount of funds sold
to that of the legal lending limt.

Recently, this office conpleted a review of the Federal Reserve Bank's (FRB)
Regul ation F, which purpose is to limt the risks that the failure of a
depository institution would pose to insured depository institutions. Thi s
regul ation sets forth standards that a bank nust follow before they enter into
correspondent banking rel ationships. Additionally, Regulation Flimts a bank's
interday credit exposure to 25% of the bank's total capital (the [imtation is
50% until June 19, 1995 when it is reduced to 25%, unless the bank can
denonstrate that its correspondent is at |east adequately capitalized

The standards set forth in FRB Regulation F dimnish the concerns of this
department as discussed in paragraph one. Based on this, this departnment will
no | onger consi der overnight federal funds sold to a correspondent bank to be a
loan and the legal limtations of K S A 9-1104 will no |onger apply. The
departrment will closely review the follow ng informati on during the exam nation
for conpliance with Regulation F

1. The bank shall maintain a policy which details the nethod of selecting
correspondent banks which takes into account credit and liquidity risk,
i ncl udi ng operational risks. This policy should cover all types of

rel ati onshi ps the bank may have with their correspondent banks, including
the selection criterion for demand deposit accounts, federal funds sold,
participation of overlines, bond safekeeping, certificates of deposits,
etc. Specific approval of each correspondent bank, within the policy, is
not nmandat ed.

If the exposure to a particular correspondent is significant, the policy
shall require a periodic review of the financial condition of the
correspondent which shall take into account any deterioration in the
correspondent’'s financial condition. Factors which should be reviewed and
mai ntained on file include the capital level of the correspondent, the
| evel of nonaccrual and past due | oans and | eases, the |evel of earnings,
and other factors affecting the financial condition of the
correspondent. \When examining, this office will be | ooking for the nost
recent call report and the conputation and anal ysis of key ratios in the
areas |listed above on all correspondents. This data will not be required
for those correspondent relationships which carry small bal ances that
change infrequently or for those small bal ances which are only used for
cl eari ng purposes.

The policy established should be reviewed and approved by the bank's board
of directors at |east annually.

2) The bank shall maintain on file the capital calculations for their
correspondent as noted in the nost recent Report of Condition and I ncone.
This includes the total risk-based capital ratio, the tier 1 risk-based



capital ratio, and the | everage ratio.

If the above factors are not net, a violation of FRB Regulation F will be cited.
Additional ly, if the correspondent bank does not neet the adequately capitalized
status, as defined in Regulation F, or if they do not keep information on file
to support the current capital ratios, overnight federal funds will be subject
to the 25% percent |imt contained in Regulation F. (Note - Pursuant to
Regul ation F, the limtation is 50% versus 25% during the phase in period. The
limtation will be reduced to 25% on June 19, 1995.)



Meno 1994-25 Charged-Of Debt of Insiders

TG Menp Book
FR WlliamD. Gant Jr., Ceneral Counsel
DT: Septenmber 7, 1994

| SSUE:

ANALYSI S:

Does the requirenent of forfeiture of position by a director or
of ficer who beconmes indebted to the bank on charged-off debt
pursuant to K. S. A 9-1114 and 9-1 11 5, also require forfeiture if
the debt is forgiven by the bank?

K.S.A 9-1114 and 9-1115 provides a director or an officer "... who
shal | becone indebted to such bank or trust conpany on any judgnent
or charged off indebtedness shall forfeit such person's position..."

This requirement clearly requires an officer's or director's renoval
from any managenent role with a bank to which they have failed to
repay an obligation. This provision is designed to protect against
voluntary non-collection of insider loans, to preserve the
credibility and integrity of bank managenent, and to maintain the
bank's effectiveness in requiring its custoners to neet their
obligations to the bank.

Additional ly, the directors and the president of a bank are required
to be stockhol ders of the bank and therefore, at sone point, may be
relied upon to supply additional capital for the maintenance of the
institution's viability. Inherent in this requirement is the
state's interest in assuring that bank nanagenent possess the
wherewi thal to nmeet their financial obligations.

The |anguage of the statutes do not specifically address the
ci rcunst ance where the judgnment or debt of the director of officer
is elimnated by virtue of the bank's voluntary forgiveness of the
obl i gati on. However, with the above-nentioned concerns and the
underlying rationale for requiring resignation in mnd, it would
directly conflict with the objectives of the statutes to allow
voluntary forgiveness to relieve the officer or director of the
resi gnati on requiremnent.

Based upon this conclusion, voluntary elimnation of a judgnment or
debt by the institution is not grounds for avoidance of the
resignation requirenments of K S.A 9-1114 and 9-1115.



Memo RM1994-26

To: Bill Grant, General Counsel
From: Sonya Allen, Staff Attorney
Date: September 9, 1994

ISSUE: When loans, such as dealer paper, are sold to a bank pursuant to a "with recourse”
assignment or endorsement, at what point should the balance of the loan be added into the
assignor's total liability for purposes of the legal lending limits statute, K.S.A. 911047

ANALYSIS: Under subsection (a)(1) of K.S.A. 91104, so long as the obligation of a drawer,
endorser or guarantor remains secondary, it is not included within the term liability for
purposes of determining legal lending limits. To determine whether an assignment "with
recourse” creates primary or secondary liability it is necessary to first define "assignment”.
The term "assignment” is generally used to signify transfer of nonnegotiable instruments,
while the term "endorsement” is used to signify transfer of negotiable instruments. 6A CJS
Assignments 5a. In an assignment, "where liability is imposed on the assignor for
nonpayment or default of the debtor, the assignee usually cannot proceed against the
assignor until he has exercised due diligence in an unsuccessful attempt to recover from the
obligor." 6A CJS Assignments 90.

Regardless of whether an instrument is negotiable or nonnegotiable, the Kansas courts have
determined that the assignor (or the endorser, in cases of negotiable instruments) does not
become primarily liable until the primary debtor defaults and the assignor is given notice.
Mercantile Bank v. Farmers and Merchant's State Bank, 920 F.2d 1539 (10th Cir. 1990).2

In Mercantile, the 10th Circuit Court of Appeals cited Foster Frosty Foods, Inc. v.
Commissioner, 32 F.2d 230, 233 (10th Cir. 1964) for the proposition that "an assignment 'with
full recourse’ acts as a guarantee by the assignee in case of such a breach”. 920 F.2d at 1
544. The Court further held, as did the Kansas District Court, that "a 'full recourse’
assignment of a nonnegotiable document, without any other explanatory language, is only a
conditional guarantee.” 920 F.2d at 1 5441 545. Because it is a conditional guarantee, the
creditor must first proceed against the defaulting principal obligor before attempting to collect
from the guarantor. Kansas State Bank and Trust Co. v. DeLorean, 7 Kan.App.3d 246, 640
P.2d 343,350 (1982).

The Appeals Court in Mercantile expressed agreement with the District Court's reliance on
both the general meaning of the word "recourse” and on an analogy to Article 3 negotiable
instrument law in reaching its decision, as there was no Kansas case law on point. The
District Court had noted that under Article 3 of the UCC, an endorsement without restrictive
language is considered an endorsement "with full recourse”. The UCC states that in this
case, an endorser is only secondarily liable, because liability is conditioned on presentment,
dishonor, and notice of dishonor of the negotiable instrument. Under the revised UCC
statutes, the same result is still reached. See K.S.A 1 993 Supp. 843415, 843501, 843502,
843503, and 843504.

1 Updated 2019. New statutory cite is K.S.A. 9-1104(e)(2).
2 Updated 2019. The Mercantile case was vacated by the court; however, case law still supports the conclusion
reached in this regulatory mailing.



As noted above, the "general rule" found in the UCC is that before an endorser becomes
primarily liable, presentment, dishonor and notice of the dishonor must occur. However, the
UCC contains a number of exceptions to this general rule which ease the requirements
regarding presentment and dishonor. In fact, in a number of instances, the simple occurrence
of a missed payment may trigger the recourse agreement and create a right of recourse for
the assignee against the assignor/endorser.

Therefore, in the absence of language contained in the assignment or endorsement
expressly establishing a trigger time for the right of recourse, a missed payment creates a
strong likelihood that the endorser is primarily liable and obliged to pay the amount due on
the instrument according to its terms. Consequently, it is the position of this department that
the debt should be aggregated at that time with the other debts of the endorser for purposes
of K.S.A. 91104.

CONCLUSION:

In general terms, a "with recourse" assignment, or an endorsement, without any other
language, acts as a conditional guarantee. As a conditional guarantee, the assignor or
endorser is only secondarily liable for the debt. According to the UCC and Kansas law, it is
possible that the assignor's or endorser's liability becomes primary once the debtor misses a
payment. Therefore, for the purpose of applying K.S.A. 91104, once the debtor misses a due
payment, the department will aggregate the debt with all other assignor liability. This
determination of when primary liability attaches is not a strict determination of the legal
enforceability of the obligation, but is intended as a conservative determination for purposes
of applying the legal lending limits statute.



Meno 1994-27 Third Party Messenger Services

TO Al'l Kansas State Chartered Banks

FROM Sonya Allen, Staff Attorney

DATE: Sept enmber 9, 1994

RE: Use of Third Party Messenger Services Between Banks and Their
Cust omer s

For purposes of this neno, a "nmessenger service" refers to any service, such as
a courier service or arnored car service, that is used by a bank and its
customers to pick up from and deliver to specific custoners at |ocations such
as their hones or offices itenms relating to transactions between the bank and
such custoners.

The first consideration in determning whether such a service constitutes "branch
banki ng" is whether or not the activities conducted by the nessenger service are
core banking functions that woul d be considered to be branching activities. Such
activities include but are not limted to receiving deposits, paying checks, or
| oani ng nmoney. The determ nation of what other various activities are branchi ng
activities may be determ ned on a case-by-case basis.

Once it has been determ ned whether a particular activity is a branching
activity, the follow ng guidelines shall apply.

l. Pi ckup and delivery of itens relating to nonbranching activities.

A bank may either "establish (i.e., own or rent)" a nmessenger service' or
may contract with third party messenger service to pick up and deliver
items relating to nonbranching activities.

In establishing or contracting for such a service, the bank may establish
terms, conditions and limtations that it deens appropriate to assure
conpliance with safe and sound banki ng practi ces.

. Pi ckup and delivery of itens pertaining to branching activities.

Wt hout receiving approval fromthe state bank comm ssioner to establish
a branch, a bank may not establish a nessenger service to pickup and
deliver items relating to branching activities. However, a bank may use
a third party nessenger service to performthis function

A third party nessenger service means one that is established and operated
by a third party. Such a deternmination is made on a case-by-case basis,
based on the totality of the circunstances. However, the follow ng
gui delines are given as "safe harbor™ provisions under which a nmessenger
service that neets each of the following criteria shall be deened to be
established by a third party.

A The first requirenent is that a party other than the bank shall own
the service and its facilities (or rent them from another party
other than the bank) and enpl oy the persons engaged in the provision
of the service

B. Second, the nessenger service shall neet the following criteria.

1. The messenger service makes its service available to the
public, including other depository institutions.

2. The messenger service retains ultimate discretion to deternine
whi ch custoners and geographical areas it will serve.

3. The nessenger service maintains ultimte responsibility for
schedul i ng, nmovenent and routing.



4. The messenger service does not operate under the name of the
bank, and the bank and the nmessenger do not advertise, or
ot herwi se represent, that the bank itself is providing the
service. However, the bank may advertise that its custoners
may use one or nore third party nmessenger services to transact
their business with the bank

5. The messenger service assumes responsibility for the itens
during transit and nmaintains adequate insurance covering
hol dups, enployee infidelity, and other in-transit |osses.

6. The messenger service enters into contracts with custoners
whi ch include the follow ng provi sions:

a. t he messenger service acts as the agent for the custoner
when the itens are in transit between the bank and the
cust oner ;

b. in the case of itens intended for deposit, such itens
shall not be deened to have been deposited unti

delivered to the bank at an established bank office; and

C. in the case of itenms representing wthdrawals, such
itens shall be deened to be paid when the bank gives the
item to the nmessenger service for return to the
cust oner .

C. Third, a bank may help a custoner to defray all or part of the costs
incurred by the custoner in transporting itens through a third party
messenger service by directly paying the nessenger or by reinbursing
t he custoner, and may al so i npose terns, conditions and limtations
with respect to the paynment of such costs w thout such activity
constituting "establishment” of a service.

D. Finally, a bank may al so establish ternms, conditions and limtations
not inconsistent with these provisions as it deens appropriate to
assure conpliance with safe and sound banki ng practices.

Concl usi on:

The "safe harbor™ provisions contained in this neno are intended to provide
general guidance regarding the acceptable uses of nessenger services between
banks and their custoners. Situations which fall outside the guidelines will be
scrutinized on a case-by-case basis, based on the totality of the circunstances
to determ ne whether such a service constitutes branch banki ng.



Memo 1994-29 Livestock Exclusion from Classification

TO: All Field Examiners?
FROM: Frank D. Dunnick, Bank Commissioner DATE: September 15, 1994

RE: EXCLUSION OF LIVESTOCK FROM CLASSIFICATION

Effective immediately, the department's position for livestock exclusion will be as follows. If
the bank has a current livestock inspection on file, and the livestock is adequately perfected
by means of a properly filed UCC-1, the livestock value, after deducting the accrued interest
on the purchase money loan for the livestock, and any outstanding feed and vet bills, will be
excluded from classification. As an examiner, you will need to determine what the accrued
interest deduction will be by reviewing current bank records. The amount of estimated feed
and vet bills, if any, will be ascertained by questioning bank management.

A current livestock inspection for the purposes of this memorandum will be every 90 days for
cattle which are bought and sold on a frequent and ongoing basis, and every six months for
all other cattle. This varies from the guidelines contained in Memorandum 93-7, dated June
18, 1993. Memorandum 93-7 requires inspections of livestock on an annual basis unless
cattle are bought and sold on a frequent and ongoing basis which then requires inspections
every 90 days. If the banker wishes the livestock to be considered for exclusion from
classification, the inspection must be every ninety days for those cattle bought and
sold on a frequent and ongoing basis and every six months for all other cattle. While
this requirement is more stringent than Memo 93-7 for all cattle that are not sold on a
frequent and ongoing basis, we anticipate the bankers will only obtain semi-annual
inspections on their poorer or borderline customers; those which the banker anticipates to be
classified credits. The inspection frequency by bankers will most likely not change for the
remaining good quality credits, where annual inspections are required by Memo 93-7.

The intent of this policy is for the blanket exclusion of livestock from classification. Deviations
from the policy are not anticipated except on rare occasions.

I'm sure as this policy is implemented there will be questions from all of you. Please do not
hesitate to give Judi, Kevin or me a call regarding this memo.?

FDD:JMS:dsla

1 Updated 2019. To all Kansas Banks.
2 Updated 2019. Call the OSBC at its general number, 785-296-2266 with any questions.



Memo 1995-3 Investment in Temporary Notes

TO: Memo Book

FROM: Sonya Allen, Staff Attorney

DATE: January 27, 1995

RE: K.S.A. 9-1101 (3); general obligation bonds; temporary notes.

ISSUE: Does the investment authority provided by K.S.A. 9-1101 (3) include the

authority to invest in temporary notes?

ANSWER: Yes. DISCUSSION:

K.S.A. 1993 Supp. 9-1101 (3)* gives banks the power to buy and sell "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". In order to determine
whether "general obligation bond" as used in 9-1101 (3) was intended to include temporary
notes, it is necessary to define what a temporary note is.

Temporary notes are short term notes issued in anticipation of the issuance of general
obligation bonds by the municipality. See AG Opinion 82-122. According to K.S.A. 10-123,
temporary notes are "executed and registered in the same manner" as bonds and constitute
general obligations of the municipality issuing them. In addition, bonds and temporary notes
are subject to the same standards regarding the municipality's ability to invest their idle
proceeds and regarding disposition of interest pursuant to K.S.A. 10-131. Furthermore, the
General Bond Law, which is applicable to all issuances of municipal bonds, has been
determined by case law to apply to temporary notes. Mallon v. City of Emporia, states that
"temporary notes are encompassed within the meaning of bonds”, 11 Kan. App. 2d 494 at
498, 726 P.2d 1354 (1986), citing First State Bank v. Bone, 122 Kan. 493,

252 Pac. 250 (1927).

In light of the above facts, it is the department's position that the language of 9-1101 (3)
concerning a bank's power to invest in general obligation bonds of a municipality includes the
power to invest in temporary notes. Accordingly, applying the language of subsection (3), a
bank may invest in temporary notes issued by a municipality or quasi-municipality in the state
of Kansas without limitation. If the bank chooses to invest in temporary notes of a municipality
or quasi-municipality of another state, there likewise would be no limitation unless either or
both of the situations described in (a) and (b) were present. If (a) the direct and overlapping
indebtedness of such municipality or quasi- municipality was in excess of 10% of its
valuation, excluding therefrom all valuations on intangibles and homestead exemption
valuation, or (b) if the temporary note of such municipality or quasi-municipality has been in
default in the payment of principal or interest within the 10 years prior to the time the bank
acquires the temporary note, then there would be an investment limitation of 15% of the
bank's paid in and unimpaired capital and its unimpaired surplus fund. For examination report
purposes, temporary notes will be included in the securities category.

1 Updated 2019. New statutory cite is K.S.A. 9-1101(a)(4)(A)(iii).



Meno 1995-5 Use of Wird "Bank” in a Corporation Nane

TO Menmo Book

FROM Sonya Allen, Staff Attorney

DATE: February 21, 1995

RE: Use of the word "Bank™ in a corporation's nane

CJS Banks and Banking 8§ 53 offers the follow ng gui dance concerning the use of
t he words "bank" and "banking" in a corporation's nane:

"Where a statute prohibits the uses of such words except by deposit banks,
t he designation 'investnent banker' or any simlar designation containing
the words 'bank,' 'banker,' '"banking,'... may not be used by anyone not
doi ng a deposit business or subject to banking regul ati ons"

The Kansas statute which addresses this issue is K S. A 9-2011, which states:

It shall be unlawful for any individual, firmor corporation to advertise,
publish or otherwi se pronulgate that they are engaged in the banking
business ... wthout first having obtained authority from the bank
conmi ssi oner as herein provided . "

It is the departnent's position that the primary purpose of this statute is to
protect consuners frombeing led to believe that a business is subject to banking
| aws and regul ations and that such business' financial condition, affairs and
activities are closely nonitored by a bank regul ator

The use of the word "bank™ or any derivation thereof (i.e. banc, banque, etc.)
inthe title of a business by an individual, firm or corporation may constitute
advertising to the general public that such individual, firmor corporation is
engaged i n the banking business. However, such advertisenment or pronulgation is
only lawful for those who are engaged in the business of banking, and only an
i ndividual, firmor corporation who has obtained authority fromthe state bank
conm ssioner may |l awfully engage in the banki ng business. Those who use the word
bank without obtaining such authority are, in effect, holding out to the public
that they have obtai ned such authority and are a "bank", subject to banking | aws,
regul ations, and supervision, when in fact they are not. Such an assertion
t hrough advertising is deceptive and confusing to the public, and is exactly the
type of activity intended to be prohibited by K S. A 9-2011

O course, there are exceptions, as certain types of businesses which are clearly
not in the business of banking may use the word bank w thout causing any
confusion. For exanple, consumers woul d not believe the "Bl ood Bank"” was subj ect
to banking laws and regulations. The opportunity for confusion, and
consequently, the need for consumer protection, becones nore apparent, however,
when the corporation is offering financial services which in the eyes of the
consumer appear to be the same or simlar to those offered by banks.

In Iight of these considerations and the need for the protection of consuners,
the Iikelihood of causing confusion by using the word "bank" or other fornms of
the word vary greatly depending on the nature of the business, the anmount of
direct public contact, and the way the word "bank" is used by the entity.
Therefore, the department will review each situation on a case by case basis to
determ ne whether the chance of confusion is great enough to warrant a
determ nation that the particular use of the word could be construed as
promul gating that the entity is lawfully engaged in the busi ness of banking. The
criteria the departnment will use to analyze each situation will vary according



to particular facts presented. However, inportant factors to be considered in
every case will include the type of services provided by the business, the
sophi stication of the parties the entity interacts with, and the ampunt of
contact that business has with the general public.



Memo 1995-27 Unclaimed property; abandonment periods; money orders

To: All State Chartered Banks
From: Amy Johnson, Legal Assistant
Date: November 2, 1995

Re: Unclaimed property; abandonment periods; money orders

Approximately two months ago, the State Treasurer's Office distributed information
regarding the above- mentioned topic. Apparently, two of the documents conflicted with
each other regarding the abandonment time periods contained in the Uniform Unclaimed
Property Act (UPA), K.S.A. 58-3934 et seq. This memo is intended to eliminate possible
confusion about abandonment periods relating to personal money orders versus bank money
orders.

This confusion may have been created by the following language in K.S.A. 58- 3937(e):*

""money order' means a money order issued by a business association and includes a personal
money order or other similar instrument issued by a banking or financial organization, but not
a bank money order, which is deemed a cashier's check."

Unfortunately, the UPA fails to provide a definition which distinguishes a "bank money order"
from a "personal money order or other similar instrument issued by a banking or financial
organization”.

In general, as stated in B. Clark, The Law of Bank Deposits, Collections and Credit Cards,
11.05[15] (Revised ed. 1995)

"A money order calls for a payment to a named payee. There are three parties to a money
order: the drawee, the remitter, and the payee. Particularly for purposes of stopping
payment, the courts have distinguished between two kinds of money orders (1) a
'‘bank money order’, which is really a cashier's check by another name, and (2) a 'personal
money order, issued by and drawn upon a bank or nonbank without indication of either
remitter or payee. There is no right to stop payment on a bank money order, while the remitter
can stop payment on a personal money order."

In regard to bank money orders, Id. at 13.06[3][d][I] states:

"Bank money orders are obligations executed by the bank itself, in the nature of promissory
notes with the bank as maker. They should be treated as cashier's checks."

and H. Bailey, Brady on Bank Checks, The Law of Bank Checks, 1.21 (7th ed. 1992) states:
"Bank money orders are a form of money order issued and sold by banks...bank

money orders are practically a modified form of cashier's check and may be indorsed any
number of times. Bank money orders are signed on behalf of the issuing bank."

1 Updated 2019. New statutory cite is K.S.A. 58-3934(]).



B. Clark, supra, at 13.06[3][d][ii] in regard to personal money orders states:

"This instrument, issued by and drawn upon a commercial bank without indication of either
purchaser or payee, is often used as a checking account substitute by the purchaser-
remitter. A personal money order is not signed in any place by an authorized
representative of the issuing bank, though the bank's name appears as drawee. Because
the bank has not 'signed' the instrument, it is not liable under it."

In summary, a bank money order is a "direct obligation" of the bank and is usually signed
by an agent of the bank, such as a cashier's check. A personal money order is not signed by

the bank, and not an obligation of the bank issuing it. The bank is nothing more than a drawee
on a personal money order.

We contacted the State Treasurer's Office to verify the correct abandonment time periods and to
confirm that our interpretation of bank and personal money orders was accurate. Jolana
Pinon, Assistant State Treasurer, verified the following determination as accurate.

K.S.A. 58-39372 states money orders have an abandonment period of 7 years. Our

interpretation is that this provision only applies to personal money orders. K.S.A. 58-3938°
assigns a 5-year abandonment period for cashier's checks. Bank money orders are "direct
obligations" of the bank and should be treated as cashier's checks. Therefore, according to
the provisions of the UPA, the correct abandonment period for a bank money order is 5 years.

2 Updated 2019. New statutory cite is K.S.A. 58-3935.
3 Updated 2019. New statutory cite is K.S.A. 58-3935(a)(16).



Meno 1996-8 6-24-96 All-bank Miling

To: Al'l State-Chartered Banks
From W Newton Mal e, Bank Commi ssi oner
Date: June 24, 1996 (Modified 10-98)

Re: Cor-sstenrer——s—tH-steni-rg—Tour
Timng of Audits
Leasi ng of Bank Prem ses to Third Parties

B. Timng of Audits.

Encl osed is a menmoradumoutlining this departnent's revised interpretation of the
annual audit requirement. W appreciate all of the input received throughout the
drafting process, and hope this policy will prove to be nore flexible for banks
and their accountants.

C. Leasing of Bank Prem ses to Third Parties.

Thi s encl osed nmenorandum was al so drafted after revi ewi ng nunerous comrents from
bankers regardi ng two proposed menoranda sent out |ate |ast year which dealt with
| easi ng bank space. The mgjority of comrents we received indicated the proposed
meno on sal e of nondeposit investnent products was duplicative and unnecessary
inlight of federal requirenents already in place. Qhers expressed concern that
we had not adequately addressed concerns of small banks with limted space

After giving consideration to the coments, it was decided that we should conbi ne
the two proposed nenos into one docunent that covers any |easing of bank space
to a third party. To avoid unnecessary duplication of Federal and State
regul ation, we have adopted the Interagency Statenent on Retail Sales of
Nondeposit | nvestnment Products. The nmeno does inpose mni mumrequirenments for
any type of leasing, and also includes a list of itens we believe a bank shoul d
consi der when entering into any agreement to | ease bank space. Thank you to al

who provided comrents on this issue. They were very helpful in drafting this

pol i cy.
See Menps 1996-8A and 1996- 8B



Memo 1996-8A Timing of Audits

TO: All State Chartered Banks and Trust Companies
FROM: W. Newton Male, Bank Commissioner

DATE: June 21, 1996

RE: Timing of audits

This memo provides guidance regarding the appropriate timing of audits required to
comply with K.S.A. 9-1116 for commercial operations, and K.A.R. 17-23-5, for trust
operations. In December of last year, we requested comments regarding our
interpretation of this statute and regulation. In response to those comments, the following
revised policy has been adopted. We hope it will provide banks and their accountants
with flexibility, while allowing this office to fulfill its responsibility to adequately monitor the
safety and soundness of Kansas banks and trust companies.

Both K.S.A. 9-1116 and K.A.R. 17-23-5 require quarterly audits and directors' reviews. A
review of the audit activity must be done at a board of directors' meeting each calendar
quarter. In lieu of the quarterly audits and directors' reviews, a bank or trust company may
choose to have one annual audit performed by a CPA or an independent auditor
approved by the commissioner. The department's current interpretation of the statute and
regulation, issued November 18, 1994, requires either one annual audit or four quarterly
audits and directors' reviews every 12 months.

As part of a review of the department's current position of this issue, comments were
solicited from the banks, trust companies and various auditors. Most of the comments
encouraged a broader interpretation of "annual audit,” for banks and trust companies that
choose to have an annual audit performed. Many suggested that the November 18, 1994
interpretation eliminates the element of surprise and impedes flexibility in scheduling
which is necessary in practical application. We agree with these comments and have
revised our policy as follows.

Annual audit option:

If a bank or trust company relies upon annual audits, each annual audit must be
performed at least once during each calendar year, and each annual audit must
commence no later than 18 months after the "as of" date of the previous annual audit.
The annual audit shall include financial information covering at least a 12 month period.
As used in this memo:

a) "Annual audit" means EITHER:

1. a review of agreed upon procedures performed by a certified public
accountant or an independent auditor approved by the commissioner,
performed in accordance with the attached "minimum audit guidelines" of this
department; OR



2. an audit consisting of an examination of the financial statements, accounting
records and other supporting evidence of a bank or trust company performed
by a certified public accountant in accordance with generally accepted
auditing standards and of sufficient scope to enable the auditor to express an
opinion on the bank's or trust company's financial statements as to their
presentation in accordance with generally accepted accounting principles
(GAAP).

b) "Commence" means the auditor's physical start date for the audit; the day when
the auditor begins work.

c) "As of' date means the calendar date to which the bank's or trust company's
accounts are balanced and reconciled.

For example, assume an outside annual audit is performed with an "as of" date of January
1, 1994. This audit would be the bank's audit for calendar year 1994. The bank would
have until July 1, 1995 (18 months from January 2, 1994) to commence the annual audit
for calendar year 1995.

Quarterly audits and directors' reviews option:

If the bank or trust company relies on quarterly audits and directors' reviews (performed
by the board of directors or an auditor selected by the board), the following rules apply.
For purposes of determining compliance, the examiner will ascertain the date of the last
quarterly review by the board of directors. From that date, the examiner will look
retrospectively over the 12 months prior to that review and determine whether all of the
minimum audit requirements were met during that time period. If they were, the bank or
trust company would be in compliance, and will have an additional 12 months
prospectively, to perform all of the minimum audit requirements and subsequent directors'
reviews again. It is important to note that the department's minimum audit guidelines
require certain functions to be performed each quarter. Therefore, to maintain a program
of quarterly audits and directors' reviews, in compliance with the statute or regulation,
certain audit activity must be performed each quarter. If a quarter passes without the
required quarterly audit activity and board review, the institution must have a full blown
annual audit within 12 months of the date of the last quarterly audit and directors' review
to remain in compliance.

As an example, suppose that the examiner enters a bank on September 10, 1993. The
examiner determines the last quarterly audit was conducted during the 2nd quarter and
reviewed by the board on June 30, 1993. The examiner would then look back 12 months
from that date to June 30, 1992. If four quarterly audits had been conducted and all of
the minimum audit requirements had been met, and the results of those audits had been
reviewed at the four quarterly director's meetings, between June 30, 1992 and June 30,
1993, the bank would be in compliance. The bank would then have until June 30, 1994



to either complete four more quarterly audits and director's reviews or to have an annual
audit performed.

Suppose, however, the examiner enters a trust company on November 10, 1993 and the
examiner determines the last quarterly audit was reviewed by the directors on May 31,
1993. Because more than a quarter has already passed, it would be impossible for the
trust company to complete and review four quarterly audits by May 31, 1994. Therefore,
the trust company would be required to have an annual audit commenced before May
31, 1994. The trust company could then return to doing the four quarterly audits and
directors' reviews, or it could have another annual audit performed during calendar year
1995. Assuming the 1994 audit was conducted as of May 31, 1994, the 1995 annual audit
would have to be commenced within at least 18 months from that date, or no later than
November 30, 1995.

Because there must be an audit every calendar year, a bank may not always have the
full 18-month window available to it. Suppose, for example, that the examiner enters a
bank on February 10, 1994 and the examiner determines the last quarterly audit was
reviewed on September 30, 1993. Again, because more than a quarter has already
passed, it would be impossible for the bank to complete four quarterly audits by
September 30, 1994. Therefore, the bank would be required to have an annual audit
commenced before September 30, 1994. The bank could then return to doing the four
guarterly audits, or the bank could have another annual audit performed. Keeping in mind
the requirement that an annual audit be performed once every calendar year, under these
circumstances, if the bank chooses to have another annual audit performed, and the 1994
annual audit was conducted as of September 30, 1994, the annual audit for 1995 would
have to be commenced no later than December 31, 1995. This is true even though the
time from September 30, 1994 to December 31, 1995 is 15 months rather than the 18-
month outer limit allowed, because there must be an annual audit performed during the
calendar year 1995.

Replaces Memo 1995-28




Memo 1996-8B

TO: All Kansas State Chartered Banks

FROM: W. Newton Male, Bank Commissioner
DATE: June 21, 1996

RE: Leasing of Bank Premises to Third Parties

Note: This memorandum supersedes and replaces the December 13, 1993 departmental
memo on leasing of bank space.

This memorandum is designed to provide general guidelines pertaining to leasing of bank
premises to third parties, including but not limited to securities marketers, insurance
agencies or travel agencies. Sections A and Section B of this memorandum contain
provisions which the banks are required to follow in order to remain in compliance with
K.S.A. 9-1102. Section C contains suggested practices banks may want to consider.
These suggested practices may be tailored to fit a particular bank's own circumstances,
and are designed to provide the bank extra protection against unnecessary or unwanted
liability.

The overriding concern in any third-party leasing arrangement is to ensure that the lessee
conducting business on bank premises maintains a separate existence from the
bank/lessor. This separateness must be maintained both in terms of public appearance
and financial responsibility. Maintaining this separate nature helps ensure that the bank
is not required to defend lawsuits or shoulder liability that may result from the actions of
the third party lessee.

This memorandum has been drafted with sensitivity to the broad variation that exists
between large metropolitan banks and small community banks with regard to available
space, personnel, and service capabilities. For purposes of this memo wholly owned
subsidiaries of the bank are not considered third party lessees. Entities which are owned
by the holding company of the bank or by insiders of the bank which conduct business
operations on bank premises are considered third party lessees.

A. General Terms of Third-Party Lease Agreements.

After the bank's board of directors has determined by a majority vote that a lease
agreement should be entered into, the bank must draft a written agreement with the third
party. The final lease agreement should be approved by the bank's board of directors. At
a minimum, the written agreement should:

1. contain a clause expressly negating the existence of a partnership or joint venture;

2. describe the duties and responsibilities of each party, including a description of
permissible activities by the third party on the institution's premises, terms as to
the use of the institution's space, personnel, and equipment, and compensation
arrangements for personnel of the institution and the third party;



3. require the third party to comply with all terms of the agreement, applicable laws
and regulations;

4. authorize the institution and the appropriate banking authority to have access to
such records of the third party as are necessary or appropriate to evaluate
compliance with the agreement;

5. provide authority for prior approval by the bank's board, or the board's designee,
of all advertising of the third party; and

6. require the third party to indemnify the institution against potential liability resulting
from actions of the third party.

The agreement may include other items, such as providing for written employment
contracts for any personnel who are employees of both the institution and the third party.

B. Leases to Third Parties Conducting Retail Sales of Nondeposit Investment
Products.

The need for separation of operations and the potential for customer confusion are most
serious when the third party is offering nondeposit investment products such as mutual
funds and annuities on bank premises. Sales activities should be designed to minimize
customer confusion about the products offered and to safeguard the bank from potential
liability. The department has determined that a bank's compliance with the February 15,
1994 Federal Interagency Statement on Retail Sales of Nondeposit Investment Products
should adequately relieve any regulatory concerns of this department. The Interagency
Statement has been further clarified by the September 12, 1995 Joint Interpretations of
the Interagency Statement which likewise is hereby adopted by this department.

Since all federally insured institutions are obligated to comply with the Interagency
Statement, adoption by reference of these existing authorities will reduce duplication of
regulation and eliminate confusion created by the existence of parallel rules.

C. Additional Considerations.

The following subjects contain some overlap with or resemblance to requirements
contained in the Federal Interagency Statement. If the activity being conducted by the
third party involves the sale of nondeposit investment products, compliance with all terms
in the Interagency Statement is required. However, the subjects in this section are
additional protective measures the bank should consider in any type of third party lease
arrangement. They are intended as general guidelines. Implementation of these
guidelines is recommended but not required by the department.




1. Work Space

When possible the location of the third party lessee's operation should be physically
separated from the bank's operations. It is recognized that physical separation of work
space is not possible in many small banks. In those circumstances, it becomes especially
important to delineate in any way possible, between banking services and services
provided by the lessee. One way to accomplish that goal is to ensure that nonbank
operations are not being conducted at a bank teller's window where retail deposits are
taken, or at a similar point of service. It has also been suggested by bankers that the
following type of document be signed by customers receiving services from the third
party, regardless of the customer's relationship with the bank, and placed in the third
party's files:

I, (customer's name) have been advised that (third party) is a separate entity not
owned or asubsidiary of (bank), even though they might have common employees.
| also understand that none of the products sold through (third party) have any
relationship to the bank and are not covered by Federal Deposit Insurance
Corporation (FDIC) insurance.

(signature of customer) (date)

The department agrees such a written acknowledgment would be helpful. The proposed
language can be tailored to specific situations, and is an effective way to further clarify to
the customer the separateness of the bank and the third party. Banks with limited space
may find such a form particularly useful.

2. Advertising

Any advertising or promotional material utilized by the bank which mentions the lessee's
services, or vice versa, should clearly indicate that the two entities are separate and
unrelated concerns, and that the lessee's services are not being offered by the bank.

3. Access to Bank Premises by Nonbank Employees

Particular attention should be given to the security of bank operations when determining
what type of access to bank premises will be allowed to nonbank employees during hours
when the bank is closed. "None" is the best alternative.

Replaces Memo 1995-11 and 1995-12



Meno RWB7-2 Special Oder 1997-2

To: Al'l State-Chartered Banks

From W Newt on Mal e, Bank Commi ssi oner
Dat e: June 2, 1997

Re: Speci al Order 1997-2

Encl osed pl ease find a copy of Special Oder 1997-2 which becane effective June
1, 1997. This Order is being issued to pronote conpetitive equality between
state banks and nati onal banki ng associations in Kansas. As many of you are
aware, effective June 1, 1997 interstate nmerger transactions involving Kansas
nati onal banks are now |l egal. Additionally, Kansas national banks are
authorized to retain and operate as branches any offices involved in the
interstate nerger which were operating as a nain or branch office prior to the
nerger. The | anguage of the Ri egle-Neal |nterstate Banking and Branchi ng
Efficiency Act requires a state to take affirmative action if they wish to grant
this power to their state chartered institutions. Because our |legislature did
not act on the issue, the Conm ssioner has decided to issue Special Oder 1997-
2, which grants Kansas state chartered banks interstate branching authority to
the sane extent as national banks. This Special Oder establishes application
gui delines. The Order does not permt the establishment of interstate branches
in Kansas on a de novo basis.



Office of the State Bank Commissioner
All Bank Maliling

Memo RM97-3

TO: All State Chartered Banks & Trust Companies
FROM: W. Newton Male, Bank Commissioner
DATE: July 17, 1997

A. Revocation of Special Order 1990-1.

Enclosed you will find a Notice of Revocation for Special Order 1990-1. It has been
determined that state chartered banks have authority under the incidental powers provision in K.S.A.
9-1101 to sell both fixed and variable rate annuities. Therefore, the Special Order is no longer
necessary.

B. Approval of Officer Compensation by an Institution’s Board of Directors.
Enclosed is a memorandum concerning proper documentation and approval of officers’
compensation.

C. Comprehensive Other Real Estate Policy and Guidelines.

Enclosed is a memorandum outlining the guidelines and policies of this office concerning other
real estate (“ORE”). Please note this policy supercedes some previous issuances which should be
discarded to avoid confusion.

D. New State Ethics Rules Applicable to Bank Examiners.

The 1997 Kansas Legislature enacted House Bill 2064, which, among other things,
implements new rules relating to state employees accepting gifts and discounted or free meals.
These new rules are applicable to all Office of the State Bank Commissioner (OSBC) staff, and with
a few exceptions, generally prohibit examiners from requesting or accepting any gift, economic
opportunity, or meal, regardless of value, that is conveyed because of the examiner’s employment
with the state. Although effective for only a short period of time, there have been numerous
guestions raised and opinions issued by the Kansas Commission on Governmental Standards and
Conduct regarding the scope of the new law. Because of this uncertainty, and because the potential
penalties for violation of the rules can include termination and civil fines up to $15,000 per violation,
the OSBC has adopted a conservative policy regarding employee conduct. Therefore, all employees
of the department will no longer be permitted to accept meals or other free or discounted items
compliments of the bank or an individual bank employee. This policy does not prohibit the examiners
from accompanying bank personnel to meals, it only requires the examiners to pay their own bill.
Snacks such as coffee, soft drinks, and snack foods are specifically excepted from the new statute,
so if routinely available in the bank, examiner acceptance of these types of items are not prohibited
by the statute. It would be very helpful if you could please make all bank personnel aware of the new
law and the OSBC’s policy in this regard.
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E. Record Retention.

It has come to our attention that a provision of this office’s record retention regulation, K.A.R.
17-15-1, should be clarified in light of current banking practices. Under the heading “CHECKING
ACCOUNTS-INDIVIDUAL AND FIRMS”, the following retention period is listed:

“Checks paid (microfilm copy-front and back)............................ 5 years”

This 5-year retention period is sufficient if a bank is still returning canceled checks to its customers.
However, if a bank is no longer sending canceled checks back to its customers, the bank should
retain copies of checks paid for seven years, rather than five years, to comply with the requirements
in K.S.A. 84-4-406. This statute, which is part of the Uniform Commercial Code, states that a bank
must either return items paid to the customer or provide a statement of the account sufficiently
identifying the items. If the bank chooses not to return the items to the customer, subsection (b) of
the statute requires the bank to retain the items, or if the items are destroyed, to maintain the
capacity to furnish legible copies of the items until the expiration of seven years after receipt. A copy
of the statute is attached for your review.

For Attachments, see Memos RM97-4, RM97-5, and RM97-6



Office of the State Bank Commissioner
Memorandum

Memo RM97-5

June 23, 1997

To:  All State Chartered Banks

From: W. Newton Male, State Bank Commissioner

RE:  Approval of Officer Compensation by an Institution’s Board of Directors

K.S.A. 9-1114 specifically states “. . . The business of any bank or trust company shall be
managed and controlled by its board of directors . . .” K.A.R. 17-11-14 is an administrative
regulation intended to provide supplemental guidance regarding the administration of this fundamental
duty of an institution’s directors. This regulation contains the following:

(b) In addition to any other actions the board may take, the following specific actions shall
be taken by the board of directors and noted in the minutes:
(1) election of all officers showing their titles, salaries, and bonuses, if any

In response to questions received by this office, a review of the history of the statute and
regulation was conducted, and the intent of these laws was considered. This memo is intended to
provide specific guidance regarding board approval of officer compensation, and the items which
must be contained in the board’s minutes to comply with these provisions. For purposes of this
memo, “officer compensation” shall include the determination of salaries and/or bonuses.

First, it has been determined that an institution’s board of directors should remain directly
responsible for review and final approval of the actual dollar amounts of all officer compensation.
The board is authorized to delegate the review and determination of proposed officer compensation
to a subcommittee or a qualified officer appointed by the board. However, final approval of the
specific dollar amount of each officers’ compensation must be granted by the board as a whole.

Second, as with any formal action of the board, final approval of officer compensation must be
contained in the directors’ minutes. Under normal circumstances, the specific dollar amount of each
officer’s compensation must be reflected in the minutes. However, if in the judgment of the board,
protecting the confidentiality of specific compensation amounts is in the best interest of the
institution, the board may maintain the figures on a separate schedule, in lieu of inclusion in the
director’s minutes. In the event the board elects to use a compensation schedule, the board should
formally adopt this alternative method and include such adoption in the minutes. The schedule must
detail the specific dollar amount of each officer’s compensation. In addition, each time the board
approves officer compensation that will not be shown numerically in the minutes, the minutes shall
show that each board member has been provided and reviewed the compensation schedule prior to
the board’s action.



Any board consideration which occurs subsequent to the issuance of this memorandum should
be executed in accordance with these requirements. Failure to adhere to the procedures outlined
above, will result in the citation of an apparent violation of K.S.A. 9-1114 and K.A.R. 17-11-14.



Office of the State Bank Commissioner
All Bank Mailing

TO: All Kansas State-Chartered Banks Memo RM97-7
FROM: W. Newton Male, Bank Commissioner

DATE: December 17, 1997

RE: Legal Lending Limit and Reg O

As you know, K.S.A. 9-1104 was amended during the 1996 legislative session and expanded the
lending limit of a Kansas state-chartered bank to 25% of capital. Prior to the revision, K.S.A. 9-1104
contained a special lending limit for officers or employees of the bank. In the new K.S.A. 9-1104,
there is no special lending limit for employees, executive officers, or directors, so the general limit of
25% is applicable to all of these individuals for purposes of state law. There has been some
confusion among banks concerning how this 25% state limit and the Federal Reserve Board’s
Regulation O (“Reg O”) limits should be applied. Both limits (state and Reg O) must be looked at
separately and compliance with both laws must be maintained by the bank. The following is a
discussion of the basic restrictions banks should be aware of concerning loan limits for individual
officers, directors and principal shareholders. PLEASE NOTE: Reg O contains additional restrictions
on a bank’'s aggregate lending limit to all insiders, as well as prior approval requirements, which are
not the subject of this memo.

I. State Lending Limit for Executive Officers, Directors and Principal Shareholders

The general lending limit of 25% in K.S.A. 9-1104 applies to all of these categories of individuals.

II. Reg O Restrictions on Loans to “Insiders”, Which Includes Executive Officers, Directors and
Principal Shareholders

(Note: Although Reg O uses the term “member bank”, the regulation is applicable to all FDIC-insured
banks by virtue of 12 C.F.R. 337.3.)

The Federal Reserve Board’'s Regulation O, 215.4 (c) sets out the following restriction on lending to
insiders (executive officers, directors, or principal shareholders and any related interest of such
person) :

"Individual lending limit. No member bank may extend credit to any insider of the bank
or insider of its affiliates in an amount that, when aggregated with the amount of all
other extensions of credit by the member bank to that person and to all related
interests of that person, exceeds the lending limit of the member bank specified in
section 215.2(i) of this part.”
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Section 215.2(i) states the lending limit as follows:

“The lending limit for a member bank is an amount equal to the limit on loans to a
single borrower established by section 5200 of the Revised Statutes, 12 U.S.C. 84.
This amount is 15 percent of the bank’s unimpaired capital and unimpaired surplus in
the case of loans that are not fully secured, and an additional 10 percent of the bank’s
unimpaired capital and unimpaired surplus in the case of loans that are fully secured by
readily marketable collateral having a market value, as determined by reliable and
continuously available price quotations, at least equal to the amount of the loan.”

As the above sections indicate, Reg O sets a general 15% lending limit for insiders. Reg O provides
for an additional 10% in the case of loans to insiders that are fully secured by readily marketable
collateral having a market value at least equal to the amount of the loan.

lll. Additional Reg O Restrictions that are Applicable to Executive Officers

Section 215.5 (12 C.F.R. 337.3, for non-member banks) lists additional restrictions on loans to
executive officers. These restrictions are based on the purpose of the loan.

As previously stated, the 25% limit (15% basic limit plus an extra 10% for any loans that are fully
secured by readily marketable collateral) established in 215.2 is the_absolute maximum amount of
credit a bank can extend to executive officers. However, within these confines, a bank can extend
that credit as follows:

1. in any amount (but not exceeding the percentage limits in 215.2(i) ) to finance the education of
the executive officer's children;

2. in any amount (but not exceeding the percentage limits in 215.2(i) ) to finance or refinance the
purchase, construction, maintenance or improvement of a residence of the officer, provided:

i. the extension of credit is secured by a first lien on the residence and the residence is owned
(or expected to be owned after the extension of credit) by the executive officer.

ii. in the case of a refinancing, only the amount used to repay the original extension of credit,
together with the closing costs of the refinancing, and any additional amount used for the purpose
of purchase, construction, maintenance or improvement of a residence are included in this category.

3. in any amount (but not exceeding the percentage limits in 215.2(i)) ) for other purposes if the
extension of credit is secured by:

i. a perfected security interest in bonds, notes, certificates of indebtedness, or Treasure bills
of the United States or in other such obligations fully guaranteed as to principal and interest by the
United States;

ii. Unconditional takeout commitments or guarantees of any department, agency, bureau,
board, commission or establishment of the United States or any corporation wholly owned directly
or indirectly by the United States; or

iii. a perfected security interest in a segregated deposit account in the lending bank.

Finally, any extensions of credit to an executive officer which are made for purposes other than those
enumerated in -3 above cannot exceed at any one time, in the aggregate, the hiaher of 2.5% of the
bank’s capital and unimpaired surplus or $25.000, but in no event more than $100,000.



Office of the State Bank Commissioner
Regulatory Mailing RM2000-2

TO: All State Chartered Banks
FROM: George E. Myers, Director of Examinations
DATE: May 24, 2000

SUBJECT: Sale of Bank Property to Employees / Approval of the Commissioner

K.S.A. 9-1112 requires, in part, that state banks obtain the approval of the Commissioner prior to the sale of any
asset to an employee, the bank’s parent company, or a subsidiary of the bank’s parent company. To assist the
department in processing approval requests as rapidly as possible, the following procedures should be utilized:

Automobiles

The bank should submit a brief letter describing the vehicle (make, model, year, mileage, condition), the carrying value
on the bank’s books, as well as the proposed sales price and terms. The department will assume a sales price at or
above the current NADA trade-in/wholesale value to be sufficiently documented. The department will carefully
scrutinize any proposed sale below the NADA value. To substantiate a lower sales price, the bank should obtain a
written appraisal from an independent source or solicit bids through publicly advertising the vehicle.

Real Estate

The bank should submit a letter describing the property, current book value, date acquired, and proposed sales price
and terms. The letter should also indicate what efforts have been made to market the property, and the result of
those efforts. The request should be accompanied by an appraisal/evaluation performed within the last 12 months.
Other Assets

A request for permission to sell other items of personal property (computers, furniture, etc.) should contain a
description of the item (model, age, etc.), the proposed sales price, the method used to establish that price, and any

efforts to otherwise market the item.

The merits of all requests will be reviewed on a case-by-case basis. Should you have questions about any of these
procedures, please contact our office.



RM2000-3

TO: All State Chartered Banks
FROM: George E. Myers, Director of Examinations

DATE: May 24, 2000

SUBJECT: Use of County Tax Assessment Information for Evaluations

The purpose of this memorandum is to clarify that county tax assessment information may be
used as part of an “evaluation” for real estate loans made under the FIRREA de minimis
threshold of $250,000! and greater than $25,000 as defined by K.A.R. 17-11-21.

If the county tax assessment information is used as the basis for the evaluation, the officers/directors
must show due diligence and review the tax information to determine its validity. The review must
include a written reconciliation of the stated value, with proper consideration given to the market,
cost, or income appraisal approach as the evaluation dictates.

As areminder, K. A. R. 17-11-21 simply states the evaluation should be performed by either two
officers or directors of the bank, or by a qualified individual who is independent of the bank.?
Also, the land and building should be appraised separately,® and the property should be actually
viewed by the one(s) doing the evaluation.

The contents of the evaluation should include:

1) A legal description of the property, including street address (if available) and its present use;

2) The owner(s) of the property;

3) The type and general condition of improvements, including their approximate age, size and
construction;

4) The basis for the appraised value* — i.e. comparable sales of similar property, cost of
replacement, or income derived from the property. Generally, a brief explanation, which
demonstrates the value was determined in a logical manner, is sufficient. Again, information
on comparable sales is preferable, but consideration will be given to the market area and level
of real estate activity; and

5) The date of the evaluation and the signature and address of the appraisers.®

Attached please find a “Real Estate Evaluation Form” that you may find useful in completing your
evaluations. The use of this form is not mandatory; it is provided merely as a tool for your use.

Should you have questions about this memorandum, please contact our office.

1 Updated 2019. Threshold amount increased to $500,000 pursuant to federal law change and Special Order
2018-1.

2 Updated 2019. New language in the regulation says "independent of the transaction.”

3 Updated 2019. Removes “Also, the land and building should be appraised separately” because this language
is no longer in the regulation.

4 Updated 2019. Value described here is not “appraised” but estimated market value.

5 Updated 2019. The persons conducting the evaluations should be referenced as evaluators and not
appraisers.



RM2001-2

To: All Kansas State Chartered Banks

From: Gwen N. Hill, Staff Attorney

Date: November 5, 2001

Re:  Request for Extension of Time to Hold Property

Pursuant to K.S.A. 9-1112 (d) and (e),* a bank is permitted to hold property that comes into
its possession as a result of a collection of debt. This property should be sold in a
commercially reasonable sale within twelve months of the acquisition of the property.
However, subsection (e)? permits a bank to hold the property longer than twelve months,
with authorization of the commissioner, if a commercially reasonable sale cannot be
conducted within that time frame. The holding period for personal property was changed
from six months to twelve months during the 2001 legislative session. This change should
allow banks ample opportunity to dispose of property, and requests for extensions of time
to hold property should be rare. However, in the event a bank is approaching its twelve-
month deadline and finds an extension is needed, the bank should, at a minimum, provide
the following information to this office.

e A thorough description of the asset.

e An explanation of how the bank acquired the asset and the name(s) of the previous
owner(s).

e The date the bank took possession of the property.

e The dollar amount that is booked to Other Assets.

e |If the property is a vehicle, the bank should include the basis used to assign value to

the asset, such as NADA value, dealer quotes/bids, etc., as well as the following:
o the year, make, and model;

serial number,

odometer reading;

options;

a statement regarding the general condition of the asset; and

any other information relevant to the condition or value of the vehicle.

O O0O0OO0O0

e If the property is other than a vehicle, the bank should include the value assigned to
the property, as well has how that value was determined.

e The actions the bank has taken or is taking to market or sell the asset, and any
responses received.

e An explanation of why disposal of the property is impossible or impractical within
the twelve-month period.

e The requested length of time to hold the property.

1 Updated 2019. New statutory cite is K.S.A. 9-1102(i).
2 Same.



Office of the State Bank Commissioner
Regulatory Mailing RM2002-2

TO: All State-Chartered Banks

FROM: Franklin W. Nelson, Bank Commissioner

DATE: March 6, 2002

RE: Legal Lending Limit; Loans to Corporate Groups

K.S.A. 9-1104 is the state legal lending limit law. The law was substantially re-written in 1996, and since
that time, the number of lending limit questions received by our office has decreased dramatically. One
section that all banks do not appear to be aware of, however, is paragraph (f) (4), Special Rules for Loans
to Corporate Groups. This memorandum is being provided to bring the provision to your attention, and to
explain the way the department applies the statute.

First, paragraph (A) of that section of the statute states:

(A) Loans by a bank to a borrower and the borrower’s subsidiaries shall not, in the aggregate, exceed
50% of the bank’s capital. At no time shall loans to any one borrower or to any one subsidiary
exceed the general lending limit of 25%, except as allowed by other provisions of this section. For
purposes of this paragraph, a corporation or a limited liability company is a subsidiary of a borrower
if the borrower owns or beneficially owns directly or indirectly more than 50 percent of the voting
securities or voting interests of the corporation or company.

Examples:

ABC corporation owns 60% of the stock of XYZ corporation. XYZ is a subsidiary for purposes of this
provision in the statute, and the bank could not loan more than 50% of its capital to these two entities.

John Brown owns 51% of a limited liability company. The limited liability company is a subsidiary of John
for purposes of this provision in the statute, and the bank could not loan more than 50% of its capital to
John and the LLC. This example illustrates that because of the way the term “borrower” is defined in the
statute, a corporate group may consist of an individual and a corporate entity, rather than two corporate
entities.

It is important to note that no determination of direct benefit or common enterprise, as defined in K.S.A. 9-
1104 ((f) (1) through (3), is required for the 50% limit to be applicable. In other words, in the first
example, a bank could make a loan to ABC corporation, and with appropriate collateral, could go up to 35%
of its capital. However, the bank could then only loan XYZ corporation 15% of its capital. This is not
because of any determination of direct benefit or common enterprise between the companies, but because
the maximum amount that could be lent to the two entities in the aggregate, is capped at 50% by the loans
to corporate groups rule in the statute.
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Next, paragraph (B) states:

(B) Loans to a borrower and a borrower’s subsidiaries that do not meet the test contained in (f)(4)(A)
will not be combined unless either the direct benefit or common enterprise test is met.

This provision means that if a borrower owns something less than 50% of the voting securities or voting
interests of an entity, then the 50% aggregate rule does not apply, and these credits would only be
combined for lending limit purposes if the direct benefit or common enterprise test is met.

While these provisions have been in the lending limit statute since 1996, we do not believe they are widely
understood or even known by bankers. Please keep these provisions in mind in your lending decisions.
Feel free to contact your review examiner or the legal staff in this office, or send a general e-mail to the
office at bankcomm@ink.org, if you have additional questions.




Office of the State Bank Commissioner Regulatory Mailing RM2004-01

To: All State Chartered Banks

From: Clarence W. Norris, Bank Commissioner

Date: May 12, 2004

Re: Certificate of Deposit Account Registry Service

As you know, examiners for the Offce of the State Bank Commissioner routinely review
public deposits and pledging requirements as part of the regular safety and soundness
examination of banks. A recent opinion issued by the Kansas Attorney General’s Office,
Opinion No. 2004 -9, permits governmental entities to invest idle funds which are not
immediately needed in local banks which participate in a Certificate of Deposit Account
Registry Service (“CDARS”). This deposit of funds is deemed to be in compliance with
the requirements of K.S.A. 12-1675 (b)(2).

Based on our review of the Attorney General’s Opinion, as well as information on the
CDARS website, www .cdars.com, CDARS is a deposit placement service offered by
Promontory Interfinancial Network in which a group of FDIC insured financial institutions
reciprocate with one another to provide their large depositors with FDIC insurance on the
entire deposit. This allows depositors to place large deposits with their local bank, and that
bank in turn places those funds that exceed the FDIC limit with other banks in the CDARS
network. In exchange for those deposits, the local bank receives Certificates of Deposit
for the same amount from other network member banks. The depositor will continue to
manage all funds with the original depository bank, so there is no need to be in contact
with multiple banks regarding the funds on deposit. Monthly, the local depository bank
will send a statement to the depositor listing each CD, the bank issuing the CD, maturity
dates, interest earned, and other details.

The result of this arrangement is that the depositor receives FDIC coverage on its entire
deposit, since each bank participating in the CDARS network will only have $100,000? of
the entity’s funds on deposit; andthe local bank will continue to have the entire amount of
the deposit available for use in the local community because of the reciprocal deposits
from other financial institutions.

The Attorney General's office opined that the CDARS program would be consistent
with K.S.A. 12-1675 (b)(2), if the following conditions were met:
1. The Kansas institution receiving the original deposit has a main or branch office
located in the required area,
2. The Kansas institution receives reciprocal deposits in an amount equal to the
funds placed by the governmental entity;
3. Other participating financial institutions are located within the U.S.; and
4. Each CD is in an amount eligible for full FDIC coverage.

1 Updated 2019. The FDIC coverage is $250,000.



A copy of the Attorney General’'s Opinion is attached. This mailing should not be
construed as an endorsement by the Office of the State Bank Commissioner of the

CDARS program or of Promontory Interfinancial Network. This mailing is provided for
information purposes only.



Regulatory Mailing 2004-2

TO: All Examination Staff and All State-Chartered Banks

FROM: George E. Myers, Director of Examinations

RE: OSBC Comprehensive Other Real Estate Policy and Guidelines
DATE: November 1, 2004

This memo revises the OSBC Comprehensive ORE Policy and Guidelines memo RM1997-6
dated 7/15/97 and replaces all prior ORE pronouncements issued by the Office the State
Bank Commissioner (specifically, memo 94-8, issued 2/25/94 and 94-16, issued 6/23/94).

OTHER REAL ESTATE DEFINED
ORE consists of all real estate held by the bank, which is not a part of bank premises or
expressly intended for future expansion as governed by K.S.A. 9-1102(2).1

TRANSFER FROM LOANS TO ORE

The transfer from loans to the ORE account should be made when any one of the following
three conditions are present: 1) the bank has received title or deed to the property; 2) the
property is in a redemption period following the bank's purchase at sheriff's sale,? or 3) the
bank has actual control of the property.

HOLDING PERIODS FOR ORE

A) Any real estate, which is not necessary for the accommodation of the bank’s business,
must be disposed of or charged off not later than seven (7) years after its acquisition. If the
real estate is necessary and the bank has a plan approved by the Board, the bank may carry
the real estate in Premises and Equipment; otherwise, it must be transferred to ORE. The
Commissioner may grant an extension for a period of up to three (3) additional years.

B) Real estate acquired in satisfaction of any debts (DPC)3 may be carried on the bank's
books for a period of 10 years. The Commissioner may grant extensions not to exceed four
years. The Commissioner is required to review such extensions on an annual basis. In cases
involving a sheriff's sale, the holding period begins immediately after the redemption period.
If a bank reacquires ORE property through a default on a prior bona fide sales contract, the
time period for holding the property starts over.

ORE ACCOUNTING TREATMENT

Banks acquire a majority of their ORE property for debts previously contracted, otherwise
known as DPC. Typically, this property is acquired through foreclosure, or by deed in lieu of
foreclosure. In either case, the property should be booked at its fair market value or cost (see
definitions below), whichever is less. At the time the property is acquired, any excess of book
value over fair market value should be charged off through the loan loss reserve. Subsequent
changes in market value are discussed below under "ORE Reserves.”

Fair Market Value - is defined as that amount which could reasonably be expected to be
received in a current sale (within one year) from a willing buyer. This amount must be
supported by an acceptable written appraisal.

! Updated 2019. New statutory cite is K.S.A. 9-1102(a).
2 Updated 2019. Reference should be judicial sale.
3 Updated 2019. DPC stands for Debt Previously Contracted.



Cost - includes book amount of the loan, unpaid balance of any senior liens on the property
(including back taxes) which are assumed or paid in full by the bank, plus accrued interest
receivable.*

* The accrued interest receivable added to the cost figure consists only of that balance
on the books at the time the ORE is acquired. Previously charged off accrued interest or lost
interest since placing the loan on nonaccrual should not be reinstated.

OTHER ACCOUNTING ISSUES

Capitalize or Expense

Any funds expended by the bank for real estate taxes or property insurance prior to
foreclosure may be capitalized providing the fair market value of the property supports the
addition. Otherwise, such amounts should be expensed immediately regardless of any right
to recover these costs from proceeds of a potential future sale.

Legal fees and other direct expenditures (recording fees, abstracts, etc.) paid by the bank to
foreclose and acquire clear title should be expensed when incurred.

The treatment of holding costs, or cost associated with ORE during the period it is held by the
bank, and whether those costs are capitalized or expensed, hinges on whether or not the
property is "substantially complete.” That is, is the property in such condition so as to be
generally marketable under ordinary conditions.

Holding costs which are associated with property that is not substantially complete and which
are required to bring the property up to a saleable condition may be capitalized, provided
there is sufficient value in the property. Examples would include major structural repairs, etc.
Holding costs associated with a property which is substantially complete should be expensed
when incurred. Examples would include minor fix-up repairs, maintenance painting, etc.
Other typical holding cost which should be expensed when incurred include current real
estate taxes, utility fees, property insurance, routine maintenance, property management
fees, and so forth.

Prior Liens

When a bank acquires ORE subject to a prior existing lien and assumes contractual liability
for that lien, the balance is added to the cost for comparison against fair market value, and a
corresponding liability (mortgage indebtedness) on the bank's books for the lien balance is
necessary. As payments are made, the bank should debit the mortgage indebtedness
account for the principal portion, and the noninterest expense account for the interest portion.
The compensating credit entry would be to cash.

If the bank does not assume contractual liability for the prior lien, the balance is not added to
the cost for comparison against fair market value. If the bank chooses to voluntarily make
payments in order to forestall foreclosure, etc., the interest portion of the loan payment
should be expensed (other noninterest expense) and the principal portion may be expensed
or capitalized, based on the assumption that principal payments reduce the prior lienholder's
interest in the property and increases the bank's equity position. Again, principal payments



may only be capitalized to the extent they are supported by the fair market value of the
property.

Adjustments to Book Value of ORE

The book value of ORE may be increased to reflect subsequent increases in fair market
value, but only to the extent of the outstanding loan balance at the time the property was
moved to ORE. When the bank has foreclosed on the entire indebtedness of a borrower and
ORE is acquired through foreclosure in partial satisfaction of a borrower's indebtedness, the
debtor's total liability to the bank is compared against the fair market value of the property to
determine the carrying amount of the ORE. The total liability includes all debt, whether or not
secured by the real estate. Example: A borrower has two notes, one for $100,000 unsecured
and one for $50,000 secured by a REM on property with a fair market value of $70,000. The
bank forecloses and obtains the property. The ORE is booked at the lower of cost or market,
in this case $70,000 since that is less than the total foreclosed debt of $150,000. In this
example, the remaining $80,000 of debt would be charged against the loan loss reserve.

In any event, the amount at which ORE is booked may only be increased to the extent it
offsets loan losses the bank would otherwise incur.

Short Term Charge Offs

When a bank receives property through foreclosure, any charge offs within 90 days may be
taken through the loan loss reserve. Subsequent losses or gains should be treated as other
noninterest income or expense, or a credit/debit to the ORE reserve (see below).

PROPER DOCUMENTATION

Proper documentation on ORE shall consist of a legal description of the property, the name
of the original debtor, total amount of indebtedness for which the property was acquired, the
cost of acquisition, the cost of alterations, the assessed valuation of the property, the book
value, the amount and expiration of insurance, and the fair market value supported by an
appraisal.** The bank's failure to maintain this documentation will be

cited as a violation of K.A.R. 17-11-17.

** Per department policy, adequate ORE appraisal documentation shall consist of a
current appraisal (within 90 days) when the property is moved to ORE. Every year thereafter,
the fair market value shall be supported by an appraisal or appraisal update. The appraisal
may be generated internally or one obtained from an independent source.

OTHER REAL ESTATE SWAPS

Swaps involve the bank trading an ORE property to some other entity for another property. In
general terms, such arrangements are permissible, provided the proposed swap would be in
the bank's best interest and adequate documentation exists which justifies that conclusion.
Time limits for holding the property will not restart after the swap. The merits of any swap will
be reviewed on a case-by-case basis.



SALE OF ORE BY BANK

In addition to a straight forward cash sale, there are several "sale on contract" methods by
which a bank may reflect the sale of ORE property. These methods are defined under FASB
661. The appropriate method for the bank to use largely depends upon various factors and
conditions relating to the structure of the sale agreement. These methods involve timing on
recognition of income from the sale, and to some extent, related tax implications. In the past,
Call Report instructions provided two basic criteria necessary to move the ORE to the loan or
contracts receivable category. These criteria are "Buyer's Initial Investment” or down
payment, and the likelihood of collection of the receivable by way of a reasonable
amortization period, or "Buyer's Continuing Investment". They were defined as follows:

Buyer's initial investment: or down payment, must equal or exceed 10% of the sale price of
the ORE. The payment must be in the form of cash, either from personal sources or a lending
institution unrelated to the selling bank; or, direct payments by the buyer to third parties to
reduce existing indebtedness (liens) on the property. Other consideration provided by the
buyer will only qualify as part of the initial investment when it is sold or otherwise converted to
cash without recourse to the seller.

Payments by the buyer to third parties for improvements to the property; a permanent loan
commitment by an independent third party to replace a loan made by the seller; any funds
that have or will be loaned, refunded, or directly or indirectly provided to the buyer by the
seller; or, any loans guaranteed or collateralized by the seller for the buyer will not count
toward the initial investment requirement.

Buyer's continuing investment: or amortization period, must be such that the buyer is
contractually required to pay each year on the total debt for the purchase price an amount at
least equal to the amount that would be necessary to amortize the debt within: A) 20 years for
farm ground or unimproved land, or B) the normal first mortgage amortization period an
independent institution would use for other types of real estate. If the buyer's initial
investment (down payment) exceeds the 10% minimum requirement, the excess may apply
toward the buyer's required annual continuing investment (amortization).

The FFIEC Interagency Guideline on Accounting for Dispositions of Other Real Estate (July
16, 1993)? revised call report instructions, beginning with the 6-30-93 report date, and
eliminated the minimum down payment requirement previously contained in the instructions.
The result was that, in theory, the financed sale of ORE property without a minimum 10%
down payment and normal amortization period could, under certain FASB 662 options, be
reported as a loan rather than continuing to be carried as ORE. In actual practice, however, it
is unlikely most banks would choose this option for the following reasons: The accounting
structure associated with these options may dictate the resulting booked loan be carried as
nonaccrual or have an amortization period substantially in excess of similar type loans, both
strong factors for potential adverse classification. Secondly, the holding period for ORE
properties, as referenced previously, diminishes the possible pressure a bank may feel

to move the asset out of the ORE category in order to avoid a mandated write off. Given the
choice of continuing to report as ORE property sold under terms which do not qualify it for

1 Updated 2019. Accounting Standards Codification 360.20.
2 Updated 2019. FDIC Call Report Instructions, December 31, 2018.
3 Accounting Standards Codification 360.20.



treatment under the "full accrual method" vs. reporting it as a loan with high potential for
adverse classification under one of the other FASB 66 methods, it appears most banks may
opt for the former. In cases where the bank has chosen to record the financed sale ORE
property which lacks a minimum 10% down payment and normal amortization period as a
loan rather than ORE, examiners will request appropriate documentation from the bank which
demonstrates compliance with the FASB 66 method utilized. Normal credit evaluation
standards will apply.

ORE RESERVES

Subsequent to the initial recording of ORE at the lower of fair market value or cost (see
definition above), AICPA statement of position "Accounting for Foreclosed Assets" (SOP 92-
3) describes the use of valuation allowances for ORE (similar to the reserve for loan losses)
for additional changes in the fair market value of the property. Historically banks have
reflected subsequent changes in market value by a direct charge to earnings, or the
postponement of gains until the property is sold. While this method is more conservative, Call
Report instructions encourage the use of an ORE valuation reserve. Under this method,
changes in value are recognized by a debit or credit to the reserve with a corresponding
increase or decrease to income. Banks may have either a general ORE reserve based on
some percentage of the total ORE balance, etc., or a specific ORE reserve tied to

individual properties, or both.

The following guidelines should be followed for ORE reserves:

e ORE reserves (general or specific) are not counted as part of Part 325 risk based or
leveraged capital components. General ORE reserves will be included for legal lending
limit computations, while specific reserves will not;

e ORE reserves may be established for potential losses only. As with loan reserves, any
actual losses should be taken as they become apparent; and

e For report of examination purposes, general ORE reserves will not be netted against
the carrying value of individual ORE properties to determine the amount subject to
classification. Specific ORE reserves, however, will be netted from amounts classified.
The ORE balance reflected on page 2 of the report will be a balance net of both
general and specific ORE reserves. This is consistent with the Call Report instructions
for valuation of reserves.

CLASSIFICATION OF ORE

Any portion of ORE booked above the current fair market value of the property shall be listed
as "Loss" for report purposes. All ORE parcels which do not, or are not reasonably projected
to generate a level of earnings comparable to the bank's overall cost of funds shall, with
limited exceptions, be listed as "Substandard”. However, the property will be excluded from
Substandard classification if the estimated fair market value of the property is such that, upon
its liquidation in a reasonable period of time (generally not to exceed 2 years from the date of
acquisition), the sale proceeds are expected to be sufficient for the bank to recoup both its
principal investment and a rate of return of at least the overall cost of funds.

The cost of funds may be determined by use of a current UBPR (within 3 months), or
calculated from Call Report data.



Office of the State Bank Commissioner
Regulatory Mailing RM2008-01

TO: All State Chartered Banks

FROM: Tom Thull, State Bank Commissioner

DATE: October 20, 2008

SUBJECT: Disclosure of Confidential Examination Report Information

There has been a recent increase in requests to disclose confidential regulatory information to companies underwriting
excess deposit insurance, or guaranty bonds. Many banks need to replace the guaranty bonds currently offered by
Kansas Bankers Surety Company with another carrier. As banks file bond applications with different companies, these
underwriters are requesting specific confidential information from the Office of the State Bank Commissioner’'s (OSBC)
Reports of Examination. Pursuantto K.S.A. 9-1712, “All information the state bank commissioner generates in making
an investigation or examination of a state bank or trust company shall be confidential information.”, and “All confidential
information shall be the property of the state of Kansas and shall not be subject to disclosure except upon the written
approval of the state bank commissioner.”. As used in K.S.A. 9-1712, “information” means but is not limited to, all
documents, oral and written communication, and all electronic data.

The OSBC has reviewed the banks’ needs to not only purchase guaranty bonds, but also comply with K.S.A. 9-1115
and the requirement to provide good and sufficient corporate surety bond. K.S.A. 9-1115 states “The board of directors
shall require all officers and employees having the care or handling of the funds of the bank or trust company to give a
good and sufficient bond to be executed by an approved corporate surety authorized to do business in this state.”

Therefore, in an effort to expedite the process of purchasing guaranty and/or surety bond coverage and alleviate the
burden of seeking written approval from the OSBC, the State Bank Commissioner is granting approval for all banks to
disclose, to corporate sureties only, the following specific confidential information from State examinations:

Adversely Classified Items Coverage ratio (Tier 1 plus ALLL)

Total Adversely Classified Assets to Total Assets ratio

Adversely Classified Loans and Leases to Total Loans ratio

Aggregate dollar amounts for Substandard, Doubtful and Loss classifications

Such disclosures should only be made if required by the surety in order for the bank to obtain coverage. All other
disclosures, besides those mentioned above, still require written approval from our office. Written commentary, the
Composite rating, individual CAMELS component ratings, apparent violations, and customer/borrower information
should remain confidential. Additionally, permission to disclose confidential information from federal (FDIC and Federal
Reserve) examinations should be obtained from the respective agency.
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Regulatory Mailing RM2009-01

TO: All State-Chartered Banks
From: J. Thomas Thull, Bank Commissioner
Date: January 26, 2009

Re: K.S.A.9-1104, Legal Lending Limit Combination Rules and Common Enterprise

The purpose of this memorandum is to discuss the Legal Lending Limit requirements of K.S.A. 9-
1104(H)(3)(A), Combination Rules, specifically the determination of common enterprise.

Pursuant to the above-cited section of the lending limit statute, a common enterprise is deemed to
exist and loans to separate borrowers will be aggregated when the expected source of repayment
for each loan or extension of credit is the same for each borrower and neither borrower has
another source of income from which the loan, together with the borrower’s other obligations, may
be fully repaid.

The Office of the State Bank Commissioner (OSBC) has considered this section of the statute (as
well as paragraph (f)(6) of the statue, which allows the Commissioner additional discretion to find
that debts should be combined) and determined that if a bank has non-affiliated loans on the
books, but the loan payments for each entity are derived from a general account of a third party or
financial institution, the non-affiliated loans may be deemed a common enterprise and the debt
would be aggregated for legal lending limit purposes.

Situations where this could apply include loan participations where the lead institution or third party
is collecting payments from various debtors into a general account and then applying the
payments to the participant(s) out of the general account. This situation could also apply to the
purchase of leases where various lessee payments are collected by the leasing company and
placed into a general account and the leasing company then distributes payments to the bank(s)
out of the general account. In both of these scenarios, the payments are being distributed to the
banks at the sole discretion of the lead institution or third party.

The primary issue is whether a lead institution or third party is collecting a debtor’s payment and
properly allocating the same payment proportionately and directly to the debtor’s debt. Based on
recent events, the OSBC has a concern when payments are aggregated into a general account
and distributed by someone other than the debtor. The manner of distribution may not be
consistent with the debtor’s intention that their specific loan payment be applied to their specific
loan.

If payments are not being applied as intended by the debtor, a situation could arise where a bank
might have a past due loan where the borrower actually made their payments, or a bank might
have a current loan where the borrower did not make their payments. In either case, credit risk is
increased because it will prove difficult for bank management to properly identify the true condition



RM 2009-01
January 26, 2009
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of the borrower.

The OSBC is requesting bank management be cognizant of and research situations where the
collection and distribution of payments are pooled. If bank management determines the expected
source of repayment for non-affiliated borrowers is tied to the same repayment source, the debts
should be combined for legal lending limit purposes. In the case of an aggregated account, unless
adequate records are kept to show that a particular borrower’s payment is being applied to their
specific loan upon receipt of that payment into the aggregated account, the position of OSBC
examination staff will be that the non-affiliated borrowers’ payments are coming from the same
repayment source (the aggregated account), and their debts will be combined.

The combination of debt in these scenarios will limit exposure to the bank and should assist in
identifying and decreasing the associated credit risk. If you have any questions, please contact
your Review Examiner at 785-296-2266.



I(ansas Office of the State Bank Commissioner

Guidance Document
SAVINGS PROMOTIONS 2017-01

Savings Account Promotion

Purpose

The purpose of this guidance document is to provide users with guidelines regarding the adoption
and implementation of a savings promotion in which participants deposit money into a savings
account or other savings program in order to obtain entries and participate in the promotion as
authorized by K.S.A. 2016 Supp. 9-1142, and any relevant regulatory expectations by the Office
of the State Bank Commissioner (OSBC). These Guidelines apply to all Kansas-chartered banks,
savings banks, and savings and loan associations, subject to any limitations and conditions
stated herein and any other statutory limitations imposed by the Kansas Banking Code, K.S.A. 2016
Supp. 9-514 et seq.

Savings Promotion Accounts may be implemented by Banks, Savings Banks, and Savings and
Loan Associations

K.S.A. 2016 Supp. 9-1142(a) reads as follows:

A bank, savings bank, or savings and loan association or credit union may conduct a
savings promotion in which promotion participants deposit money into a savings
account or other savings program in order to obtain entries and participate in the
promotion, provided that the bank, savings bank, savings and loan association or
credit union:

(1) conducts the promotion in a manner to ensure that each entry has an equal
chance of winning the designated prize;

(2) fully discloses the terms and conditions of the promotion to each of its account
holders;

(3) maintains records sufficient to facilitate an audit of the promotion;

(4) ensures that only account holders 18 years of age and older are permitted to
participate in the promotion;



(5) does not require any consideration; and

(6) offers an interest rate and charges fees on any promotion-qualifying account that
are approximately the same as those on a comparable account that does not
qualify for the promotion.

Additional Guidance for Adopting and Implementing Savings Promotion Programs

Consistent with K.S.A. 2016 Supp. 9-1142, a bank, savings bank, or savings and loan association
shall, if the bank, savings bank, or savings and loan association implements a savings promotion
program, make available at the time of an examination the following information to the Office of
the State Bank Commissioner:

(1) a copy of the savings promotion rules, conditions, and requirements of the
program;

(2) documents illustrating that the program complies with the savings promotion
rules, conditions, and requirements of the program, that the program does not
jeopardize the safety and soundness of the bank, savings bank, or savings and
loan association, that the program does not mislead participants about the
nature of the program, and that the program is compliant with K.S.A. 2016 Supp.
9-1142;

(3) an acknowledgement by the bank, savings bank, or savings and loan association
that any savings promotion program is subject to examination by the
Commissioner;

(4) an acknowledgment that the Commissioner may, through the use of a cease and

desist order, cause the institution to cease offering the savings promotion
program if it is in violation of K.S.A. 2016 Supp. 9-1142;

The OSBC may consider adopting additional regulations expounding on savings promotions as
necessary in accordance with K.S.A. 2016 Supp. 9-1142.

Effective: July 1, 2017
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AsSIgNMENtS, DANK @S @SSIGNEE ......cvve et 9-1601, 9-1611
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Funds
S e 75-1308
Savings and 1oan department ............ccooeoriieiieneee e 75-1313
Merger, consolidation or transfer, proCedUIe. ...........covvirrieriiie i 9-1724
Money, business of transmitting, powers and duties...................... 9-509 (CML Law Book)
T [=Tod A o 10 2SS 9-2005
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Ot OF OFFICE ...t 75-1305
OFFICE SPACE ...ttt ettt et r et et ne e neens 75-1306
POWETS ...ttt 9-1716
CONSENE OFUEIS ...ttt sttt ne e beesbeenee s e nbeenee s 9-1811
EMErgenCY CIOSUIES ......c.veivieiieiiesie ettt sae e e neanae s 9-1725
Fair credit, reporting act, enforcement...........cccoevevireie s 50-721
INFOrMal AQrEEMENTS ......ovieieiie e 9-1810
Savings and 10an assoCiatioNS............cccvvvereeieiieeie e 75-1309 et seq.
State banks, authorization Of aCtiVItIeS ..........cccceevvieiieniniece e 9-1715
Succession, consumer credit commissioner powers, transfers ......... 75-1314 et seq.
QUATITICALIONS .....veiievecctie ettt sb e st e e s b e s be e sare e sbeesabeesbeeeareeas 75-1304
Records
EXPBINSES ..ottt 75-1308
S s 75-1308
Regulation of savings and 10an assoCiations.............ccccevverereeseeneeninseenees 75-1311
Rules and reguIatioNS...........ccveieiieiieiecr e 9-1713, 75-1315
Bank SErviCe COIPOIatioNS..........cocueieeiierieeiesie st e e neeas 9-1127d
Securities guaranteed by United States.........ccoccvvviiniinieniiie e 9-1128

Savings and Loan Associations, generally, see ORS index

Special deputy, duties, salary, EXPENSES .........cccurerirrieriiiie e 9-1714
Special Orders, FEQUITBMENTS ........ccueiieieeieeiesee e eie e se et e e e e e steeee e e sreesneaneens 9-1715
StOCK tranSTerS, FEPOIS. ... .evieie ettt et ns 9-903
QLI 0] 010 U VA0 0 (=T USRS 9-1807
Transfer, savings and loan department, powers, duties and functions.......... 75-1309 et seq.
Transfer of powers and duties to corporation COMmMISSION .........cevveeereerenriesennee 74-601b

Common trust funds. Trusts and trustees, authority, post

Compensation aNd SAIAITES. ..........oouiiiiie e 9-1114
Compliance reVIEW COMMITIEES ... ...ciieieeiecie et e e e teeeenne e 9-1137
Compliance reVIEW QOCUMEBNTS ........oiuieiiiiesiesieeiee ettt sbe et esbeeeeenee e 9-1137

(italicized resources are not contained in this book)
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Confidentiality OF FECOIAS .....oveiiiiiice e et 9-1130
CONSErVALOr, DANK @S ......cccveiiiiiiiieiiese e 9-1601, 9-1611
Consumer and mortgage lending, deputy commissioner......... 75-1315 (CML Law Book), 75-3135

Consumer Credit Code, Division of Consumer and Mortgage Lending Law
Book

ConVersion Of State DANK...........coiiiiie e 9-808, 9-809
Cooperative Marketing aSSOCIALIONS .........ccveieriieieiirie e 17-1604
THEASUIEN ...ttt ettt ekt e e b et e bbb e ek b e e e bbb e e asb e e e snb e e e nnbe e e anneeea 17-1612
Corporations
APPHCALION OF COUB.....cuiiiiiiiiie et 17-6001
Banking POWEr deNIEd ...........ccouiiiiiieii et 17-6106
DEAIING 1N SECUITIES....ecuviieeeiieesie ettt e e e sae e e e sreenee s 17-6106
County deposits, 10ss by bank faillure ...........cccoviiiiiiieiece e 19-2635 et seq.
County or district attorney
Violations of act, duty t0 INFOrM.........cccoieiieii s 9-2014
Credit AQrEEIMENTS ......iiieiieieeeie ettt sre e 16-117, 16-118, 16-119
Credit card banks, AlIOWET............cooiiiiiiie s 9-811
Credit unions, generally, see ORS index
AGrEEMENTS WILN ...t 17-2204
Crimes, punishments and PENAITIES..........coviiiiiieiie e 9-2001 et seq.
CIVIE PENAITIES ...t et te e enee e 9-1809
Notice to county Or diStriCt tOIrNEY .......cuveeeiieiiee s 9-2014
PreferenCes and PrioritieS.........ccviieieerie e 9-1112
Custodian for fiduciary, deposit of securities guaranteed by United States................cc....... 9-1128
Dealings with companies having control of bank or trust company..........ccccceceveiviieiiinnnnnn. 9-1611
DEFINITIONS. ...eeie e e 9-701 et seq., 84-1-201, 9-1127h
BanKiNg DUSINESS .....ovveiiii ettt esraene s 9-701
Banking organization, unclaimed Property........cccevereiiniieieeie e 58-3934
Company having control over bank or trust company..........ccccoecveveiiieniveresiee s, 9-1612
INSOIVENT DANKS ...ttt nes 9-1902
SEALE MONBYS AW ...ttt 75-4201

(italicized resources are not contained in this book)
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Defunct institutions, disposition of undistributed funds...........c.cccccoviiiiiic i, 9-1917
Delinquent StOCKNOIAEIS. .........voiiiie ettt e e e nneas 9-907

Deposits. Bank Deposits and Collections, generally, see ORS index; Deposits
and Depositories, generally, see ORS index; Safe Deposit Boxes,
generally, see ORS index; State Depositories, generally, see ORS index

Deposits, pUbliC FUNAS...........ooieiie e 9-1401 et seq., 75-4201 et seq.
DEPULY COMMUSSIONEIS.....cvveieeeieireesieesteeieseesteesteesteeeesseesseesteeneesseesseeseensesseessens 75-1315, 75-3135
DEStIUCTION OF FECOTUS ... .otieiiiiie sttt ne e nb et sneenres 9-1130
Development credit COrPOratioNS...........coveuiiiriieiie e 17-2328 et seq.
D] (< (0] £SO 9-1114 et seq.
Criminals ProNiDItEA .........coviiiie e 9-1717
Loans to officers or employees, approval ...........ccoocveiiiiiieiiiie e 9-1104
MEEINGS OF DOAIT ..ot et 9-1116
NONPErformManCe OF AULY .......ooiiiiiiie e 9-2001
Oath OF OFFICE ... e 9-1114

Personal liability

ACTIONS <.ttt b ettt bbb 9-1133

(=] ] £ 0] USSR PSPS 9-1132

SEVEIADTIILY ..o e 9-1134

Prohibited from partiCipation ............cooeiii e 9-1805
QUANTICALIONS ...ttt sttt e bt et e sreesreeneeas 9-1114
REMOVAL ... ettt re e 9-1805
DISSOIULION ...ttt bbbttt b b 9-801, 9-1301
DISErICt COUMt PrOCEAUIE ... .ooveiiiecieeieeee ettt sne e 9-1901
Dividend payments, PriOFITIES.......ccveiiereereeie e s e e e sraesre e 9-909

Dividends. Stock and stockholders, post

Documents Of title, delIVEIY........cov o 84-2-308
Drafts, generally, see ORS index

EIECTION, OFFICEIS ...ttt e e saeenne s 9-802
Election contributions, campaign finance act ...........cccvvveviiieiieesi e 25-1709, 25-1710
Electronic funds transfer SYSIEMS ..........oiioiiiie e 9-1111

(italicized resources are not contained in this book)
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EMDEZZIBIMENT ...ttt res 9-2012
Emergency
(0 [0 1Yo o PSPPSRI 9-1725
DETINEU. ...ttt bbb bbbt 9-1122

Employees. Officers and employees, post

Escheat of property of liquidated INSHIULION...........ccovvereiiiiiecece e 9-1918
Escrow agent, DanK aCtiNg @S .........cooeiiiiiiiiiieiieee e e 9-1101
EXAMINALIONS......cooiieiiiieiieee e 9-1116, 9-1701, 9-1702, 9-1703, 9-1708
Application for incorporation or certificate of authority ..........cccccooevveivic e, 9-801
Certificate of authority, prerequisite t0 ISSUANCE ........c.cccverveveeiiesiee e 9-804
Commissioner's examination records, confidential information .............c.ccccovvenne. 9-1712
Federal deposit insurance corporation or federal reserve bank ...............ccccovevenennn. 9-1301
OBSEIUCTION OF ...t sne e 9-2019
RefUSAl DY DANK.......ooiiiiiiee s 9-1708
Unclaimed property act VIOIAtIONS ..........ccueiverieiieiee e 9-1712
Exchange of examinations and FEPOITS ..........cueiieiirrieieeie e 9-1712
Information sharing and exchange Program ..........ccccveevvereereiieeseese e e e eee e e 9-1712
Executors and administrators, bank or OffiCers...........ccooviiiiiiiii i 9-1601
EXPENSES OF INVESTIGALIONS .......cviiieiicciecie et enaeenne s 9-815
Additional payments, diSposition and USE ............ccuevverieiieiie e 9-815
Change of BanK [0CALION .........c.ccveiieii e 9-815

Export Finance Act, Kansas, generally, see ORS index

Failure of bank, 10ss of county depOSItS.........cccueveeieiiiiiieie e 19-2636, 19-2637
Federal deposit iNSUranCe COrPOTAtiON ........ccvevveerueeiesieseerie e e e see et see e nas 9-1301 et seq.
RECBIVET ..o ettt et sre e 9-1907 et seq.
Security exemption, PUDIC AEPOSITS .......coiueiiiiieiieie e 9-1407
Veterans, curators for, INVESIMENTS..........cooiiiiiiiieiee e 73-512

Federal housing administrator
Insured bonds, NOtes Or OBIIGALIONS ..........ccveriiiiiiere s 9-1101

INSUred MOrtgage 0ANS .........eoiiiiieie e e 9-1402

(italicized resources are not contained in this book)
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Federal reserve banks and system

Bank deposits and COIECTIONS...........ccoiiieiieiiee e 84-4-103
Examinations, depoSit INSUFANCE.........ccueiiriieieeiieeie e e se e se e sae e 9-1701
MeMDBErSNIP IN SYSTEIM ......viiiicie e nas 9-1101
Public moneys, deposit Of SECUIILY ........cccuviieiieie e 9-1405
Federally recognized INAian triDES.........ccvoiiiiiiieie e 9-1141
Fee agency acCouNts, STAte MONBYS........cuuiiiiiieiiiie ittt 75-4214
Fees
ANNUAL BSSESSMENT ...ttt ettt ettt et ereesbeebeeneeereenes 9-1703
UNIQWTUITY TECRIVING ... 9-2013
Fiduciary
ACTING BS ottt bbbt 59-1701, 59-1702
Deposit of securities guaranteed by United States...........ccceevvevieireriiiecieene e 9-1128
Rules and regulations, appliCation ............cccceveeiiiniiienieee e, 9-1128
e 4T F= U o] o ISP 9-1702
TrUSE QUENOTTTY ... e 9-1601, 9-1611
FINANCIAL TULUIE CONTIACTS.....cuvi ettt b et rs 9-1101
FINANCIAl StALEMENTS......cuviiieieee e e e enes 9-1704 et seq.

Fines and penalties. Crimes, punishments and penalties, ante

Fiscal agent, MUNICIPAL .......cocuiiiiiiieee e 10-606
Foreign banks, HMITALIONS. ..........ccouiiiiiice et e e e 9-540
Forfeitures
Bank offiCers, OFfICE........coiiiiee e 9-1115
Certificates OF QUENOTILY .....c.oooveiicce e 9-1709
Office, direCtor OF OFfICEI .....viiiiie et 9-1805
Fraud
False reports, statements and DOOK eNtries..........ccocveiveieiieieeie e 9-2002
Intent to defraud DANK ..........ccoiiiiiii 9-2012
Funds
Bank commissioner fee fund ..o 9-1703, 75-1308

(italicized resources are not contained in this book)
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Defunct InStitutions, diSPOSITION .......ccviiiiiiiiieie e 9-1917

Funds Transfers, see ORS index

GIftS, UNTAWTUIL FECRIPT ....vviieee ettt e re e 9-2013

GUATANTERA TOBNS ... vttt bbbttt bbbt b e s s 17-5001
Hearing

Cease aNd dESIST OFUEIS .......ccviieieieie et 9-1807

Dividends, orders 0f COMMISSIONET ..........cciuiiieiiiieieeieeie et 9-1716

Special deputy COMMISSIONET ......ccveiueeieiieiiesee e e eesre et e e ee e e see e e sreesreeseeaneens 9-1714

HISTOrIC SrUCTUIE tAX CrEAIT. .. eiueeiiieieeie ettt 9-1101

HOIAING COMPANIES ...ttt e e neenee s 9-519 et seq.

DETINITIONS. ...t b et b et e e nre s 9-519

EXAMINATION ...ttt 9-1702

INterstate DANKING ........ooiiieiie e 9-532 et seq.

F N o] o] 1T £ o]  FO PSSR 9-533

Approval of application ...........ccocvviiiiiiie e 9-534, 9-535

Change OF CONLIOL..........ooi e 9-536

ReVIEW OF OPEIAtIONS .......ccvieiicie i 9-537

Out-of-state holding companies, age limitation............cccoceviiiiiniiiein e, 9-541

OWNEIShIP TIMITALIONS ......coiiiieiie e 9-520

[ 10 T = £ SR S SSS 9-1122

BanK tranSACTIONS ........oouiiiieiieeie e 52-717

(0 017 oo S SUTPSSSRSS 9-1122

Hours of business, closing 0Ne day @ WEEK............ccevveiiiiieiiieie e 9-1122

IMPAIrMENT, CAPITAL ......c.viiieiiee et e et esre e e e 9-909

RESTOTALION ...ttt ettt et e e e e neesbeeteeneesneenneas 9-906

[ Tol0] 10 ] -1 £ 0] OSSP 9-801 et seq.

INSOIVEINCY ...ttt sttt b et ne e neenbe e e 9-1902 et seq.

DETINITIONS. ...ttt bbb nnes 9-1902

RECEIVEIS, OFFENSES .....eiiiieiieeeee e e 9-2007

Receiving deposits While INSOIVENT.............cccoiieiiii e 9-2010

(italicized resources are not contained in this book)
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Undercapitalized, WNEN...........ooiiii e 9-1902a
Inspection, StOCKNOIAEIS' TISTS .......ceviiiiiieieee et 9-1114
Insurance

DT 0101 | 3SR 9-1301

Federal deposit iNSUraNCe.........cceveereeiieeiiie e 9-1301, 9-1302, 9-1304, 9-1701

Insurance companies

Bank as trustee, INVESIMENTS.........coviiiriiiiiieee s 40-2a20, 40-2b20

Certificates Of dEPOSIt.......ccvcveiiieiieie e 40-2a10, 40-2b16
Investments

African development bank..........cccooeiiieiiiie i 40-2al7, 40-2b17

Inter-American development bank ............cccooeviiiiiniiieieen, 40-2al7, 40-2b17

International bank for reconstruction and development................ 40-2al7, 40-2b17

Trust company as trustee, INVESIMENES .........ccccvvevieevieeiieccee e 40-2a20, 40-2b20

INtEreSt, DANK TEPOSITS. ... .cvveveeieiieie ettt et e e ste e ae e e sraeteeneesneenee s 9-1101

Investigation, application, incorporation or certificate of authority ...........c...ccccevennnne. 9-801 et seq.

Investment companies

Affiliated organizations, eXamination............cccoiveiieeiieiieeie e 9-1702
INVESTMENTS ...ttt n e r e re e e e nneeannes 9-1101
Bank service companies, ante
College and UNIVErsSity DONG ISSUBS.........ciueriieriiiie e 76-6a23
Express highway and freeway DONAS...........cooveiiiiiiieiiee e 68-2310
Insurance companies, ante
INSUFANCE FEAUITEX. ... eeeeeie ettt et e e este e e neesneenes 9-1102
Insured bonds, NOtes Or OBIIGALIONS ..........ccvevviiiiiee e 9-1101
INSured MOrtgage I0ANS ..........ocveiiiie e 9-1101
Kansas VeNtUre CapItal ..........coovoieiieiieieeee e 74-8203
Expiration, Certain ProViSIONS ...........ceieeiieienieneene e 74-8211
[T | 7= oo USRS 9-1102
Metropolitan transit QUtNOTILY ..........ccooiiieeiiie e 12-2809, 12-2810

(italicized resources are not contained in this book)
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Municipal housing authority DONAS ... 17-2336
National mortgage association Obligations ...........ccccoveiieiieiiiie i 9-1101
Oil and gas 18aSENOIAS............coviiiiiee e 9-1102
REAI BSTALE ...ttt re e e 9-1102
State moneys, repurchase agre€mMEeNTS.........cccueivereeierieeseesiesee e e eesee e e seeenesnes 75-4209
TUMNPIKE DONAS ...t 68-2014
UNIaWTUL traNSACTIONS ......ovieiiiiie et 9-1112
Urban reneWal DONGS ..........oooiiiiiiiiee e 17-4752
JOINT ACCOUNTS ...ttt ettt b et b e b e et e st e sre et e e neeaneenneas 9-1205
Judicial sales, purchase of real EState............ccevveiieiiiie e 9-1102
Kansas agricultural production loan deposit program ...........ccocceveeereneenieenesreeseenns 75-4268 et seq.

Kansas Development Finance Authority Act, generally, see ORS index
Kansas housing 1oan deposit Program ............ccccveivereeiesieesieesesiee e e eee e e 75-4276 et seq.
Kansas venture capital

EXpiration, CErtain ProViSIONS .........cccevveiurerieiiesieesieese e se e e ee e sraesae e sreesreenas 74-8211

Letters of Credit, generally, see ORS index

Licenses and permits to exercise trust authority .........cccccceevvieiieereeieseene. 9-1601, 9-1611, 74-139
LT INSUFAINCE. ...ttt ettt e b e esre e st e et e st e sbeenbeeneennes 9-1101
Liquidations, mergers and consolidations
Closed or failed banks, transactions With FDIC ............cccooiiiiiiniinenee e, 9-1304
Dividend payment, PriOTITIES .........coueiieiiereeie ettt sae e 9-909
SAIE OF BSSELS ...ttt ettt bt re b 9-1921
TrUSE QUENOTITY ...t esraeaeeneesneenne s 9-1604
Undelivered funds, diSPOSITIONS..........cceiviiiieiieieeie e 9-1917
Voluntary HQUIdatION .........ccvviiiece e 9-1919
Borrowing during pProCeedings .......ccueivereeiiesiereeriesieseesie e see e e see e 9-1920
L0AN, DEFINEA ...ttt nb et re et nnes 9-1104
LOBNS ...ttt R et n e ne e ne e 9-1101
Agricultural production loan deposit Program..........c.ccccevveveeieenieeneeseesnenns 75-4268 et seq.
Compliance reVIieW COMMITIEES .......ccuviieiieeiece et sre e 9-1137
GUATANTEEA TOANS. ... ettt ettt ns 17-5001

(italicized resources are not contained in this book)
Index — Page 13



2020 Kansas Banking Law Book

Lending limitations, calculation Of ... 9-1104
LIMITAEIONS .ttt b et et b e be et neenres 9-1104
Transportation network Company SErVICES ACL..........ccvvevverierieereeie e e ese e 8-2719
UnIaWTUl traNSACTIONS ......ovieiiiiie et 9-1112
Mentally ill persons, customer, authority of bank ............cccoccveiiiiiiien e 84-4-405
Merger, consolidation or transfer, ProCEAUIE. .........uoiiiii e 9-1724
Y Ta o g Tl ool o Yol - U1 o] o1 OSSR 9-1101

Money transmitter act, Division of Consumer and Mortgage Lending Law
Book

Mortgages, transfer fees, MaXiMUM.........ccooiveiiiiieie e 58-2335

Municipal bonds, dealing in, fiscal agent ..........cccoiieiiiiiiiere e 10-501, 10-503

MUBUAE DANKS ...ttt 9-817

INBITIES .ok e et e e e e st e R e e e e R et e e e e e e e R e e R e nne e 9-801

Change OF DANK NAME.......coiiiie et 9-812
Stockholders

Articles of INCOrPOratioN ..........ccccveiieiieiesie e 9-801, 9-804

Availability fOr INSPECION .....cc.eeieiiiieiece s 9-1114

TTUSE COMPANY ..ttt iitie etttk et e ettt e b e e bt e e e kb e e e nnbe e e nnb e e e nnnee e e 9-1601

National banking associations. Taxation, see ORS index
Negotiable Instruments, generally, see ORS index

New actiVities, Prior @PPrOVAL...........cuoiiiiiiieiie e 9-1127f
Notice
CloSING ONE dAY 8 WEEBK ......eeeniiiiiiitieciee ettt 9-1122
Special deputy bank commissioner, appeal ............cccocivereiie e 9-1714

Oaths and affirmations

Bank eXamiNers, POWELS ........ecviiieieeie et eie s e sie e see st e e ae e e steeaesnaesreesreanaesneenes 9-1701
DireCtors and OFFICEIS.......vviiii i sabae e 9-1114
Stockholders' list, SUDMISSION t0 COMMUSSIONET .....vvvvieiiviiiee i 9-1114
Office building, place 0f DUSINESS........ccoiiiiii e 9-1102

Officers and employees

(italicized resources are not contained in this book)
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BONUS ... e 9-802, 9-1115
Commissioner, ante
Criminals PronibIted ..........cveiiiece e 9-1717
ELECTIONS. ...t 9-802, 9-1115
EMDEZZIEMENT ..o s 9-2012
EMErgenCy ClOSING.......cciuiiieieeie ettt esreenreenee e 9-1725
LAADITIEY .. 9-1725
FOrfeiture OF OFFICE . ... s 9-1115
NONPErformManCe OF AULY .......ooiiiiiiie e e 9-2001
Oath Of OffiCE, OFFICEIS.....ciiiie e 9-1114
= U YOS USSPR 9-2004

Personal liability

ACTIONS .t b bbb n b 9-1133

Deposits or debts while inSOIVENt ...........c.ccceeiveiviieiiece e 9-1915, 9-1916

(=] ] £ 0] TSP SUR TR ORPR 9-1132

SEVEIADTIILY ..o reeae s 9-1134

Prohibited from partiCipation ............cooeiiiiie e 9-1805
REMOVAL ... ettt re e 9-1805
UnIaWTUT TrANSACTIONS ..ottt 9-1112

Oil and gas 18aSENOIAS. ..........oieiieie e 9-1102
(@ 0=V 0] - 4 o] PSSR 9-801 et seq.
Commencement of corporate existence, filing date............ccoocooveiiiiiii i, 9-802
Control Of MANAGEMENT........ecie et ns 9-904
CoNVErSION OF DANK, ...c.eoiiiiieiieee e 9-808, 9-809

LapSe aNd FENEWAL.......cueiiiiiieie et ra et e esnaesneeee s 9-803
Subscription by StOCKNOIAEIS .......cceeiiieieic e 9-801

Organization and operation, Kan. Const. Art. 13,88 1, 2

Par ValUe OF STOCK ......cc.eiiiiiiec ettt ae s 9-902
Pawnbroker regUIAtION ...........c.oiiiiiee e 16-706 et seq.
Payable 0n death aCCOUNTS ...........oiiiiii e e 9-1215
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Payment
Federal deposit insurance, SUDFOGAtiON..........cccvevieiieiieieere e 9-1302
Private insurer, SUDIOQAtION .........cueiieii et 9-1302
Performance bond iNSUMNG GePOSITS........ccveiieieiieiiereeie e 9-1301
Perjury, officers and eMPIOYEES...........ooi i 9-2004
Personal liability, officers and emMPpPIOYEES ........c.cooveiieiieie i 9-1104

Personal property

Leases, authority to, defiNItiONS..........ccooiiiiiiieiiee s 9-1136
I LA o] o ISP 79-304
PlaCe Of DUSINESS ......veeiie ettt e e e re e re e e e 9-1111
Change OF IOCALION ........oiuiiiieie e 9-814
Pledge of assets, preferences and Priorities .........cccovevveieiieeneeie e 9-1112
POWEIS @N0 ULIES ..ottt st e e et e e ee e 0-1101, 9-1136
(070 010 0T TS1S] (o] 1 U SURRSSPR 9-1716
State bank, same as national Dank.............c.ccceiiiiii i 9-1715

Preferred stock

APPIOVAL <.ttt e e re e 9-908
Rights and immunities of NOIAErS ... 9-909
Priorities, diVIdends 0N STOCK ..........cciiiiiiiieie e 9-909

Public moneys

DETINITIONS. ...ttt ettt nnes 9-1408
DEPOSIE ..ottt 9-1401 et seq., 75-4201 et seq.
Deposits and Depositories, generally, see ORS index
Exemptions
Liability TOF [OSSES. . .cvieieieie et 9-1406
REAUCEA SECUIILY ...ttt ettt e e sre e 9-1403
Security for insured public depoSits.........cccoveriiiiiiiiiee e 9-1407
Out-of-state governmMeNtal UNItS ...........cccoveiiieiieiiee e 9-1409

State Depositories, generally, see ORS index

(italicized resources are not contained in this book)
Index — Page 16



2020 Kansas Banking Law Book

Real eState, NOIAING ..ot nres 9-1102

Receipts, custody receipts, deposit of public MONEYS........cccvivieiieii e 9-1405

Receivers and reCeIVEISNIP ......coi i 9-1709, 9-1908

N o] 010 1103 T=] | USSR 9-1301

BaNK 8S ... i e 9-1601, 9-1611

CLAIMS <.ttt bbbttt 9-1909

Closed or failed banks, transactions With FDIC ..........ccccoooviiiiiininiine e 9-1304

DiIStrIDULION OF @SSELS. .....viviitiiiieiieieie st 9-1906

INSOIVENT DANKS ...t 9-1903 et seq.

AASSEES .t 9-1611

BOITOW MONBYS ... 0-1911

EXAMINATIONS. ..ottt 9-1903

REPOIES . 9-1130

Offenses, bank in hands Of FECRIVET .........ccuiiiiiii s 9-2007

Refusal t0 De eXamined..........cccoiiiiiii s 9-1708
Records

Banking DOAId..........oooviiiiie i 74-3005, 74-3006

Commissioner's examination records, confidential information .............c.ccccoovvene. 9-1712
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DUTIES AND FUNCTIONS OF THE KANSAS STATE BANKING BOARD

Duty/Function

Applicable Statutes and Regulations

Hear appeals of Commissioner’s decision
approving or denying the acquisition of a bank by
a holding company. Administrative hearing
subject to KAPA with final decision subject to
KIRA.

K.S.A. 9-535.

Approve applications for new bank/trust
company charters. Prescribe application form
and determine information in the application.
May require fingerprinting for the application.
Shall cause an examination to be made by the
Commissioner. Final decision of the SBB on
application is subject to KIRA.

K.S.A. 9-801, 802, 804 and 805.

Hear appeals of Commissioner’s decision on main
office relocation applications. Administrative
hearing subject to KAPA with final decision subject
to KJIRA.

K.S.A. 9-814(d).

Applicants shall pay a fee to defray the costs of the
SBB in examining the applicant. SBB members who

participate in examinations and investigations shall be K.S.A. 3-815.
paid $35 per diem.
Approve bankers’ bank charters pursuant to K.S.A. K.S.A. 9-816.

9-801.

May require a bank or trust company to have capital
in excess of the amounts specified in law if the board
determines that excess capital is necessary.

K.S.A. 9-901a(b)(4).

Approve any OSBC regulation to fix maximum rates of
interest to be paid on deposit accounts. Approve any
OSBC regulation to allow banks to buy, hold and sell
certain types of investment securities not enumerated
in statute.

K.S.A. 9-1101(a)(1), (10).

Hear appeals of Commissioner’s decision on bank
branch applications. Administrative hearing subject
to KAPA with final decision subject to KIRA.

K.S.A. 9-1111(b)(7).

Approve all rules and regulations promulgated by
the Commissioner pursuant to the Kansas state
banking code.

K.S.A. 9-1713.




Hear appeals of Commissioner’s decision on change
of control or merger. Administrative hearing
subject to KAPA with final decision subject to KJRA.

K.S.A.

9-1721.

Remove an officer or director of a bank or trust
company if “dishonest, reckless or incompetent” in
performing duties or disregarding an order of the
Commissioner. Administrative hearing subject to KAPA
with final decision subject to KIRA.

K.S.A.

9-1805.

Issue Cease and Desist Orders against banks or trust
companies. The hearing shall be held not earlier
than 30 days nor later than 60 days after service of
the notice.

K.S.A.

9-1807.

Approve assessment of civil money penalties by the
Commissioner. Approve decision by Commissioner to
modify or set aside any civil penalty. Hearing allowed
pursuant to KAPA.

K.S.A.

9-18009.

Hear appeals of Commissioner’s decision on
contracting trustee agreements. Administrative
hearing subject to KAPA with final decision subject
to KIRA.

K.S.A.

9-2107(b).

Hear appeals of Commissioner’s decision on trust
service offices. Administrative hearing subject to
KAPA with final decision subject to KIRA.

K.S.A.

9-2108(g).

SBB member qualifications, terms of office,
selection process. Compensation for board
members. Meeting requirements.

K.S.A.

74-3004, 3005, 3006.

Serve in an advisory capacity to the banking
department in the administration of the banking
laws. SBB has free access to all of the records of
the OSBC. The board may recess into
closed/executive meeting to discuss confidential
materials under K.S.A. 9-1712.

K.S.A.

74-3006.

Perform all powers, duties and functions of former
Savings and Loan Board.

K.S.A.

74-3008.

Receive the salary schedule for the Bank
Commissioner and the OSBC unclassified employees
on an annual basis.

K.S.A.

75-3135.




Consider the state charter application, including any
comment letters before approval or denial. The
board must have at least 10 calendar days to
consider the comment letters and the applicant’s
response to the comment letters.

K.A.R. 17-16-9.

Approve a bank subsidiary’s application for
securities activity. Application shall be prescribed by
the Commissioner and SBB.

K.A.R. 17-19-1.

Confirm any denial of an application or revocation of
authority for a bank to own, hold or operate a bank
subsidiary engaged in securities activities.

K.A.R.17-19-2.

Approve out-of-state locations for any bank
subsidiary engaged in securities activities.

K.A.R. 17-19-3.

SBB — State Banking Board

KAPA — Kansas Administrative Procedures Act
KJRA — Kansas Judicial Review Act
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	K.A.R. 17-23-4.   Books and accounts.
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	K.A.R. 17-23-11.   Collective investment.
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