House Substitute for SENATE BILL No. 287

AN AcT concerning the powers and duties of certain state officials who regulate certain
financial institutions; relating to the powers and duties of the state bank commissioner;
relating to the powers and duties of the credit union administrator; amending K.S.A. 9-
1722, 9-1801, 17-2204, 17-2234, 17-2246, 50-1116 and 50-1117 and K.S.A. 2011 Supp.
9-508, 9-509, 9-510, 9-511, 9-512, 9-513, 9-513a, 9-513¢, 75-3135 and 75-3135a and
repealing the existing sections; also repealing K.S.A. 17-2250, 17-2251, 17-2252, 17-
2253, 17-2254, 17-2255, 17-2256, 17-2257, 17-2258, 17-2259, 17-2261, 17-2265, 17-
2266 and 17-2267.

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

Section 1. K.S.A. 17-2204 is hereby amended to read as follows: 17-
2204. A credit union shall have the following powers:

(a) It may receive the savings of its members in payment for shares,
make contracts, sue and be sued, and provide negotiable checks, money
orders, travelers checks, any other money type instruments or transfer
methods, safe deposit boxes or similar safekeeping facilities to its mem-
bers.

(b) It may make loans to members through the credit committee or
authorized loan officer in the way and manner provided in K.S.A. 17-2201
et seq., and amendments thereto.

(c) It may invest, through its board of directors and under written
investment policies established by the board:

(1) In all types of shares and accounts of a corporate credit union,
located in the state of Kansas and under the supervision of the adminis-
trator;

(2)  in shares or accounts of any savings and loan association or mutual
savings bank the accounts of which are insured by an insurer approved
by the state in which it operates for guaranteeing the shares or accounts
of such institutions;

(3) in the bonds or other obligations of the United States of America,
or securities fully guaranteed as to principal and interest thereby;

(4) in obligations of, or obligations issued by, any state or political
subdivision thereof, including any agency, corporation or instrumentality
of a state or political subdivision, except that no credit union may invest
more than 10% of its shares, undivided earnings and reserves in the ob-
ligations of any one issuer exclusive of general obligations of the issuer;

(5) in savings banks, state banks, trust companies and national banks,
the accounts of which are insured by an insurer approved by the state in
which it operates for guaranteeing the shares or accounts of such insti-
tutions.

(6) Unless the administrator authorizes otherwise, the funds of the
credit union shall be used first for loans to members and preference shall
be given to the smaller loans in the event the available funds do not permit
all loans which have been approved by a loan officer or have passed the
credit committee to be made.

(d) It may enter into agreements with financial institutions or organ-
izations for the extension of credit or debit services.

(e) It may do all things necessary to obtain, continue, pay for and
terminate insurance of its shares and share certificates with the national
credit union share insurance fund or its successor:

a v

aet-for-suehpurpose. A credit union also may do all things necessary to
obtain, continue, pay for and terminate private insurance coverage of its
shares and share certificates in excess of the coverage for such shares and
share certificates provided by the national credit union share insurance
fund or its successor. Such excess coverage shall be obtained from an
insurer approved by the commissioner of insurance.

(f) It may receive from its members or other insured credit unions
payments on shares and share certificates and may invest its funds in
shares, share certificates or other accounts of insured credit unions. Ex-
cept for investments in corporate credit unions, such investments may
not exceed 25% of the investing credit unions’ shares, undivided earnings
and reserves.

(g) A corporate credit union, as defined by subsection (e) of K.S.A.
17-2231, and amendments thereto, may buy and sell investment securi-
ties, as defined by the administrator, but the total amount of such in-
vestment securities of any one obligor or maker held by such credit union
shall at no time exceed 15% of the shares, undivided earnings and reserves
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of the credit union except that this limit shall not apply to obligations of
the United States government or any agency thereof.

(h) Credit unions may enter into agreements to discount or sell stu-
dent loans made pursuant to federally insured student loan programs
under public law 89-329, title IV part (b) of the higher education act of
1965 as amended.

(i) A credit union may discount or sell to such corporate credit union
or any financial institution or organization any real estate loan made by
the credit union.

(j) Credit unions may enter into agreements with a corporate credit
union to discount or sell to such corporate credit union any obligation of
the United States government or any agency thereof, or of any state,
municipality or any agency thereof, if the obligation at the time of pur-
chase was a legal investment for credit unions.

(k) It may provide that shares and share certificates may be with-
drawn for payment to the account holder or to third parties, in such
manner and in accordance with such procedures as may be established
by the board of directors.

(1) Every credit union incorporated pursuant to or operating under
the provisions of this act may exercise such powers, including incidental
powers, as shall be necessary or requisite to enable it to carry on effec-
tively the purposes and business for which it is incorporated.

(m) A credit union may receive from the national credit union central
liquidity facility created by title III of the federal credit union act, 12
U.S.C. § 1795, et seq., payments on: (1) Shares which may be issued at
varying dividend rates; (2) share certificates which may be issued at var-
ying dividend rates and maturities; and (3) investments in any other ac-
counts of the credit union. A credit union may invest its funds in the
capital stock of the national credit union central liquidity facility.

(n) Subject to written guidelines issued by the administrator, a credit
union may purchase notes made by individual borrowers to a financial
institution at such prices as may be agreed upon by the board of directors
of the purchasing credit union. No purchase may be made, however,
under authority of this subsection, unless approved in writing by the ad-
ministrator, if, upon the making of that purchase, the aggregate of the
unpaid balances of notes of nonmembers purchased under authority of
this subsection would exceed 5% of the shares, undivided earnings and
reserves of the credit union.

(o) Subject to rules and regulations adopted by the administrator, a
credit union, if designated by the administrator as a low-income credit
union, may accept payments to share accounts by nonmembers. Such
rules and regulations shall specify the maximum level of nonmember
shares, the use of such shares, the term of such accounts and other
requirements to address safety and soundness issues. Nonmember ac-
count holders do not have the same rights and privileges as members.

Sec.2. K.S.A.17-2234 is hereby amended to read as follows: 17-2234.
(a) (1) There is hereby established the state department of credit unions,
which shall be under the administrative supervision of the administrator
as directed by law. The administrator may appoint or employ an attorney
to assist the department in its functions under this act, and in accordance
with the civil service law, such special assistants, deputies or examiners,
and other employees, as may be necessary for the purpose of adminis-
tering and enforcing the provisions of this act.

(2) The administrator is hereby authorized to appoint financial ex-
aminers and an administrative assistant who shall be in the unclassified
service under the Kansas civil service act and shall receive an annual
salary fixed by the administrator in accordance with an equitable salary
schedule established by the administrator 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 administrator’s salary schedule for unclassified posi-
tions shall be reported to the credit union council annually.

(b) Nothing in subsection (a) shall affect the classified status of any
person employed with the department of credit unions on the day im-
mediately preceding the effective day of this act.

(c) (1) Subject to the provisions of the appropriation acts, the admin-
istrator may appoint financial examiners, financial examiner administra-
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tors, case managers and a business manager within the department of
credit unions as determined necessary by the administrator to effectively
carry out the mission of the department. Each financial examiner, finan-
cial examiner administrator, case manager 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 administrator and
shall receive compensation in accordance with an equitable salary sched-
ule established by the administrator and approved by the governor for all
unclassified positions. The administrator shall prepare and maintain an
equitable salary schedule for such appointed positions.

(2) The average of the amount of compensation in the administrator’s
salary schedule for such appointed positions in the unclassified service
shall not exceed the average compensation of corresponding state regu-
latory positions in similar areas. The administrator’s salary schedule for
unclassified positions shall be reported to the credit union council an-
nually.

)(d) Each special assistant, deputy, examiner and other such em-
ployees as may be necessary for the purpose of administering and en-
forcing the provisions of this act shall submit to a security background
check prior to being employed in such position. Upon the commence-
ment of the interview process, every candidate shall be given a written
notice that a security background check is required. The security back-
ground check shall be limited to criminal history record information as
provided by K.S.A. 22-4701 et seq., and amendments thereto. If the crim-
inal history record information reveals any conviction of crimes of dis-
honesty, such conviction may be used to disqualify a candidate for any
position within the office of the department of credit unions. If the crim-
inal history record information is used to disqualify a candidate, the can-
didate 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.

(c) The state department of credit unions shall submit an employ-
ment candidate’s fingerprints to the Kansas bureau of investigation and
to the federal bureau of investigation for the purpose of determining
whether the applicant has a criminal record.

Sec.3. K.S.A.17-2246 is hereby amended to read as follows: 17-2246.
(a) (1) Every credit union which is organized and operating under the
laws of the state of Kansas, except a corporate credit union, shall insure
the shares of each shareholder of such credit union.

(2)  Every credit union shall insure the shares of each shareholder of
such credit union with the national credit union share insurance fund, or

its successor;-or-with-an-insurer-approved-by-the-state-commissioner-of

{2)—The application for NCUSIF insurance shall be filed with the
Kansas state department of credit unions, then forwarded to the national
credit union administration.

3)(2) Every credit union chartered after the effective date of this act
shall obtain NCUSIF coverage prior to commencing business.

4)(3) The administrator may suspend the charter, merge, liquidate,
or take possession of any credit union which fails to comply with the
provisions of this section or which loses or allows such coverage to lapse.

(c)
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t) Every credit union shall forward a copy of the NCUSIF certificate
of insurance to the administrator within 30 days after the credit union
receives the certificate.

te}(d) (1) Every credit union shall take every action legally required
to maintain NCUSIF insurance coverage in full force and effect, and shall
refrain or desist from taking any action that is likely to cause termination
of NCUSIF insurance coverage.

(2) The administrator shall order the merger, consolidation, or lig-
uidation of any credit union whose NCUSIF insurance is terminated.

NN R . 1

Sec.4. K.S.A. 2011 Supp. 9-508 is hereby amended to read as follows:
9-508. As used in this act:

(a) “Agent” means an entity or person designated by the licensee, or
by an exempt entity, to engage in the business of transmitting money on
behalf of the licensee, or an exempt entity, at one or more physical loca-
tions throughout the state or through the internet;

fa3(b) “Commissioner” means the state bank commissioner;

)(c) “electronic instrument” means a card or other tangible object
for the transmission or payment of money, including a stored value card
or device which contains a microprocessor chip, magnetic stripe or other
means for the storage of information, that is prefunded and for which the
value is decremented upon each use, but does not include a card or other
tangible object that is redeemable by the issuer in goods or services;

te}(d) “monetary value” means a medium of exchange, whether or
not redeemable in money;

td)}(e) “money transmission” means to engage in the business of the
sale or issuance of payment instruments or of receiving money or mon-
etary value for transmission to a location within or outside the United
States by wire, facsimile, electronic means or any other means;

te)(f) “outstanding payment instrument” means any payment instru-
ment issued by the licensee which has been sold in the United States
directly by the licensee or any money order or instrument issued by the
licensee which has been sold by an agent of the licensee in the United
States, which has been reported to the licensee as having been sold and
which has not yet been paid by or for the licensee;

#(g) “payment instrument” means any electronic or written check,
draft, money order, travelers check or other electronic or written instru-
ment or order for the transmission or payment of money, sold or issued
to one or more persons, whether or not such instrument is negotiable.
The term “payment instrument” does not include any credit card
voucher, any letter of credit or any instrument which is redeemable by
the issuer in goods or services;

te)(h) “permissible investments” means:

(1) Cash;
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t6)—deposits in a demand or interest bearing account with a domestic
federally insured depository institution, including certificates of deposit;

(3) debt obligations of a domestic federally insured depository insti-
tution;

(4) any investment bearing a rating of one of the three highest grades
as defined by a nationally recognized organization that rates such secu-
rities;

(5) investment grade bonds and other legally created general obliga-
tions of a state, an agency or political subdivision of a state, the United
States or an instrumentality of the United States;

(6) obligations that a state, an agency or political subdivision of a
state, the United States or an instmmentality of the United States has
unconditionally agreed to purchase, insure or guarantee and that bear a
rating of one of the three highest grades as defmed by a nationally rec-
ogmged organization that rates securities;

(7) shares in a money market mutual fund, interest-bearing bills or
notes or bonds, debentures or stock traded on any national securities
exchange or on a national over-the-counter market, or mutual funds pri-
marily composed of such securities or a fund composed of one or more
permissible investments as set forth herein;

(8) receivables which are due to a licensee from itsautherized such
licensee’s agents pursuant to a contract, which are not past due or doubtful
of collection and which do not exceed in the aggregate 20% of the total
required permissible investments pursuant to K.S.A. 9-513b, and amend-
ments thereto; or

(9) any other investment or security device approved by the com-
missioner.

th)(i) “Person” means any individual, partnership, association, joint-
stock association, trust, corporation or any other form of business enter-
prise authorized-to-do-business-in-this-state; and

)(j) “stored value” means monetary value that is evidenced by an
electronic record.

Sec. 5. K.S.A. 2011 Supp. 9-509 is hereby amended to read as follows:
9-509. (a) No person shall engage in the business of selling, issuing or
delivering its payment instrument, check, draft, money order, personal
money order, bill of exchange, evidence of indebtedness or other instru-
ment for the transmission or payment of money or otherwise engage in
the business of money transmission with a resident of this state, or, except
as provided in K.S.A. 9-510, and amendments thereto, act as agent for
another in the transmission of money as a service or for a fee or other
consideration, unless such person obtains a license from the commis-
sioner.

(b) (1 ) An apphcatlon for a hcense shall be submltted eﬂ—fefms—pfe-

eommissioner-in the form and manner prescribed by the commissioner.
The applzcatwn shall be accompanied by nonrefundable fees established
by the commissioner for the license and each agent location. Such fees
shall be due annually on July 1. A license shall be renewed by filing with
the commissioner a complete application and nonrefundable application
fees at least 30 days prior to expiration of the license as reflected on the
face of the license certificate. The commissioner shall determine the
amount of such fees to provide sufficient funds to meet the budget require-
ments of administering and enforcing the act for each fiscal year. For the
purposes of this subsection, “each agent location” means each physical
location within the state where money transmission is conducted, includ-
ing, but not limited to, branch offices, authorized vendor offices, delegate
offices, kiosks and drop boxes.

(2) The commissioner may require fingerprinting of any individual,
officer, director, partner, member, shareholder or any other person re-
lated to the application deemed necessary by the commissioner. Such fin-
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gerprints 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 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 person to be issued or to maintain
a license, or in the case of an applicant company, the persons associated
with the company. Whenever the commissioner requires fingerprinting,
any associated costs shall be paid by the applicant or the parties to the
application. If the applicant is a publicly traded corporation or a subsid-
iary of a publicly traded corporation, no fingerprint check shall be re-
quired.

(3) 1In addition, each person submitting an application shall meet the
following requirements:

4 (A) The net worth of such person shall be at all times not less
than $250,000, as shown by an audited financial statement and certified
to by an owner, a partner or officer of the corporation or other entity-in

effiee filed in the form and manner prescribed by the commissioner. The
commissioner may require any person to file a statement at any other
time upon request;

€2)(B) such person shall deposit and at all times keep on deposit with
the state treasurer, or a bank in this state approved by the commissioner,
cash or securities satisfactory to the commissioner in an amount not less
than $200,000. The commissioner may increase the amount of cash or
securities required up to a maximum of $500,000 upon the basis of the
impaired financial condition of a person, as evidenced by a reduction in
net worth, financial losses or other relevant criteria as determined by the
commissioner;

37 (C) in lieu of the deposit of cash or securities required by para-
graph {2)(B), such person may give a surety bond in an amount equal to
that required for the deposit of cash or securities, in a form satisfactory
to the commissioner and issued by a company authorized to do business
in this state, which bond shall be payable to the office of the state bank

commissioner and be filed with the commissioner—The-deposit-of-cash

&) (D) such person shall submit a list to the commissioner of the
names and addresses of other persons who are authorized to act asselling
agents for transactions with Kansas residents.

(c) The eommissionershall-havethe-authorityto-examine-the-books

1 lsof o 1 b4l ionsof

exaldaw-deposit of cash, securities or surety bond required by this section
shall be subject to:

(1) Payment to the commissioner for the protection and benefit of
purchasers of money transmission services, purchasers or holders of pay-
ment instruments furnished by such person, and those for whom such
person has agreed to act as agent in transmission of monetary value and
to secure the faithful performance of the obligations of such person in
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respect to the receipt, handling, transmission and payment of monetary
value; and

(2) payment to the commissioner for satisfaction of any expenses,
fines, fees or refunds due pursuant to this act, levied by the commissioner
or that become lawfully due pursuant to a final judgment or order.

(d) The aggregate liability of the surety for all breaches of the con-
ditions of the bond, in no event, shall exceed the amount of such bond.
The surety on the bond shall have the right to cancel such bond upon
giving 30 days notice to the commissioner and thereafter shall be relieved
of liability for any breach of condition occurring after the effective date
of the cancellation. The commissioner or any aggrieved party may enforce
claims against such deposit of cash or securities or surety bond. So long
as the depositing person is not in violation of this act, such person shall
be permitted to receive all interest and dividends on the deposit and shall
have the right to substitute other securities satisfactory to the commis-
sioner. If the deposit is made with a bank, any custodial fees shall be paid
by such person.

(e) (1) The commissioner shall have the authority to examine the
books and records of any person operating in accordance with the pro-
visions of this act, at such person’s expense, to verify compliance with
state and federal law.

(2) For purposes of investigation, examination or other proceeding
under this act, the commissioner may administer or cause to be admin-
istered oaths, subpoena witnesses and documents, compel the attendance
of witnesses, take evidence and require the production of any document
that the commissioner determines to be relevant to the inquiry.

Sec.6. K. S A. 2011 Supp 9- 510 is hereby amended to read as follows:

rﬁ—sueh—busrﬁess—A hcensee may enéag)e in the busmess of money tmns—
mission at one or more locations in this state and through or by means of
such agents as such person may designate and appoint from time to time.
A verified list of agents shall be furnished annually to the commissioner
by persons operating hereunder, on a date prescribed by the commis-
sioner. No such agent shall be required to comply with the licensing
provisions of this act.

Sec.7. K.S.A.2011 Supp. 9-511is hereby dmended to read as follows

aefmt-y—Thzs act shall not apply to

(a) (1) Banks, building and loan associations, savings and loan asso-
ciations, savings banks or credit unions, including agents of any of these
business entities, organized under the laws of and subject to the super-
vision of this state, another state or the United States;

(2) the government of the United States and its agencies, including
agents of the government and its agencies; or

(3) the state of Kansas and its agencies, including agents of the state
of Kansas and its agencies.

(b) This act also shall not apply to the distribution, transmission or
payment of money as a part of the lawful practice of law, bookkeeping,
accounting or real estate sales or brokerage or as an incidental and nec-
essary part of any lawful business activity.

Sec. 8. K.S.A.2011 Supp. 9-512 is hereby amended to read as follows:
9-512. (a) The commissioner, after notice and an opportunity for hearing,
may issue an order to address any violation of this act:

(1) Assessing a fine against any person who violates this act, or rules
and regulations adopted thereto, in an amount not to exceed $5,000 per
violation;

(2) assessing the agency’s operating costs and expenses for investi-
gating and enforcing this act;

(3) requiring the person to pay restitution for any loss arising from
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the violation or requiring the person to disgorge any profits arising from
the violation;

(4) barring the person from future application for licensure pursuant
to the act; and

(5) requiring such affirmative action as in the judgment of the com-
missioner which will carry out the purposes of this act.

(b) The commissioner may enter into a consent order at any time with
a person to resolve a matter arising under this act, rules and regulations
adopted thereto, or an order issued pursuant to this act.

(¢) Any person who knowingly violates any provision of this act shall
be guilty of a severity level 9, nonperson felony. Each transaction in vi-
olation of this act and each day that a violation continues shall be a sep-

arate offenseﬁeep{—thakwheﬂe%%a—eﬁpmrshaﬂ—we}at&aﬂjw

Whenever a corporation violates any provision of this act, such violation
shall be attm’buted to individual directors, officers; and agents ef-sueh
who shalt-have authorized, ordered; or dene-performed any
of the acts constituting such violation-
tbXd) A corporation and its directors, officers; and agents may each
be prosecuted separately for violations of this act and the acquittal or
conviction of one such director, officer or agent shall not abate the pros-
ecution of the others.

VVhen-
ever it appears that a person has violated, or is likely to molate, this act,
rules and regulations adopted thereunder, or an order issued pursuant to
this act, then the commissioner may bring an action for injunctive relief
to enjoin the violation or enforce compliance, regardless of whether or not
criminal proceedings have been instituted. Any person who engages in
activities that are regulated and require a license under this act shall be
considered to have consented to the jurisdiction of the courts of this state
for all actions arising under this act.

Sec.9. K.S.A.2011 Supp. 9-513 is hereby amended to read as follows:

tb)—This act shall be interpreted by the commissioner for the purpose
of protecting the citizens of this state, against financial loss, who purchase
payment instruments or who give money or control of their funds or credit
into the custody of another person for transmission, regardless of whether
the transmitter has any office, facility, agent or other physical presence
in the state.

Sec. 10. K.S.A. 2011 Supp. 9-513a is hereby amended to read as fol-
lows 9 513a (—a%JPhe—eefﬂ-ﬁﬁssteﬁeﬁsh&H—ﬁe{—tssue—a—heeﬂseﬂmless—the
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i The com-
missioner, after notice and an opportunity for a hearing, may deny, sus-
pend, revoke or refuse to renew a license issued pursuant to this act, or
issue a cease and desist order if the commissioner finds any of the follow-
ing are applicable to any person who is required to be licensed under this
act or such person’s agent:

(a) The financial responsibility, character, reputation, experience and
general fitness of the person, such person’s senior officers, directors and
principal stockholders are such to warrant the belief that the business
may not be operated efficiently, fairly and in the public interest;

(b) the person may be financially unable to perform such person’s
obligations or that the person has willfully failed without reasonable cause
to pay or provide for payment of any of such person’s obligations related
to the person’s money transmission business;

(c) the person no longer meets a requirement for initial granting of a
license;

(d) the person has filed with the commissioner any document or state-
ment falsely representing or omitting a material fact;

(e) the person concealed a fact or a condition exists which would
clearly have justified the commissioner’s refusal to grant a license had the
fact or condition been known to exist at the time the application for the
license was made;

(f) the person or a senior officer, director or a stockholder who owns
more than 10% of the money transmission business” outstanding stock has
been convicted of a crime involving fraud, dishonesty or deceit;

(g) there has been entry of a federal or state administrative order
against the person for violation of any rule and regulation applicable to
the conduct of the person’s money transmission business;

(h) the person refused to permit an examination or investigation by
the commissioner;

(i) a failure to pay to the commissioner any fee required by this act;

(j) the person has engaged in any transaction, practice or business
conduct that is fraudulent or deceptive in connection with the business of
money transmission;

(k) the person advertises, displays, distributes, broadcasts or televises
any false, misleading or deceptive statement or representation with regard
to rates, terms or conditions for the transmission of money;

(1) the person fails to keep and maintain sufficient records to permit
an audit to satisfactorily disclose to the commissioner the licensee’s com-
pliance with the provisions of the act;

(m) the person has been the subject of any disciplinary action by this
or any other state or federal agency;

(n) a final judgment has been entered against the person in a civil
action and the commissioner finds the conduct on which the judgment is
based indicates that it would be contrary to the public interest to permit
such person to be licensed; or

(0) the person has violated any order issued by the commissioner, any
provision of this act, any rule and regulation adopted thereto, or any other
state or federal law applicable to money transmission.

Sec. 11. K.S.A. 2011 Supp. 9-513c is hereby amended to read as fol-
lows: 9-513c. (a) Notwithstanding any other provision of law, all infor-
mation or reports obtained and prepared by the commissioner in the
course of licensing Or examining a person engaged in money transmission
business shall be confidential and may not be disclosed by the commis-
sioner except as provided in subsection (b) or (c).

(b) The commissioner shall have the authority to share supervisory
information, including reports of examinations, with other state or federal
agencies having regulatory authority over the person’s money transmis-
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sion business and shall have the authority to conduct joint examinations
with other regulatory agencies.

(c) The commissioner may provide for the release of information to
law enforcement agencies or prosecutorial agencies or offices who shall
maintain the confidentiality of the information.

(d) The commissioner may accept a report of examination or inves-
tigation from another state or federal licensing agency, in which the ac-
cepted report is an official report of the commissioner. Acceptance of an
examination or investigation report does not waive any fee required by
this act.

(e) Nothing shall prohibit the commissioner from releasing to the
public a list of persons licensed or their agents or from releasing aggre-
gated financial data on such persons.

te)(f) The provisions of subsection (a) shall expire on July 1, 2016,
unless the legislature acts to reauthorize such provisions. The provisions
of subsection (a) shall be reviewed by the legislature prior to July 1, 2016.

Sec. 12.  K.S.A. 9-1722 is hereby amended to read as follows: 9-1722.
(a) A notice of a proposed bank acquisition filed pursuant to K.S.A. 9-
1721, and amendments thereto, shall contain the following information:

(1) The identity, personal history, business background and experi-
ence of each person by whom or on whose behalf the acquisition is to be
made, including such person’s 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;

(2) a statement of the assets and liabilities of each person by whom
or on whose behalf the acquisition is to be made, as of the end of the
fiscal year for each of the five fiscal years immediately preceding the date
of the notice, together with related statements of income and source and
application of funds for each of the fiscal years then concluded and an
interim statement of the assets and liabilities for each such person, to-
gether with 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 filing
of the notice. 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;

(3)  the terms and conditions of the proposed acquisition and the man-
ner in which the acquisition is to be made;

(4) the identity, source and amount of the funds or other considera-
tions used or to be used in making the acquisition and, if any part of these
funds or other considerations has been or is to be borrowed or otherwise
obtained for the purpose of making the acquisition, a description of the
transaction, the names of the parties, and any arrangements, agreements
or understandings with such persons;

(5) any plans or proposals which any acquiring party making the ac-
quisition may have to liquidate the bank, to sell its assets or merge it with
any company or to make any other major change in its business or cor-
porate structure or management;

(6) the identification of any person employed, retained or to be com-
pensated by the acquiring party or by any person on such person’s behalf
to make solicitations or recommendations to stockholders for the purpose
of assisting in the acquisition and a brief description of the terms of such
employment, retainer or arrangement for compensation;

(7) 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 acquisition; and

(8) any additional relevant information in such forms as the depart-
ment may require by specific request in connection with any particular
notice.

(b)  With regard to any trust company which files a notice pursuant
to this section, the commissioner may require fingerprinting of any pro-
posed 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
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of arrests and convictions in this state or other jurisdiction. The commis-
sioner 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 re-
quires 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 a state-
ment filed pursuant to subsection (a). The commissioner may, in addition
to such application, request additional relevant information.

te)(d) At the time of filing a notice of a proposed bank acquisition
pursuant to K.S.A. 9-1721, and amendments thereto, or an application
filed pursuant to subsection {b} (c), the applicant shall pay to the com-
missioner a fee in an amount established by rules and regulations adopted
by the commissioner.

Sec. 13.  K.S.A. 9-1801 is hereby amended to read as follows: 9-1801.
(a) No bank or trust company shall be organized or incorporated under
the laws of this state, nor shall any such institution transact either a bank-
ing business or a trust business in this state, until the application for its
incorporation and application for authority to do business has been sub-
mitted to and approved by the board. The board shall approve or disap-
prove the organization and establishment of any such institution in the
city or town in which the same is sought to be located. The form for
making any such application shall be prescribed by the board and any
application made to the board shall contain such information as it shall
require. The 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 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 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 qual-
ifications and fitness of the persons associated with the applicant trust
company to be issued a charter. Whenever the board requires fingerprint-
ing, any associated costs shall be paid by the applicant or the parties to
the application. The board shall not approve any such application until it
first investigates and examines such application and the applicants.

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

Sec. 14. K.S.A. 2011 Supp. 75-3135 is hereby amended to read as
follows: 75-3135. (a) The bank commissioner shall receive an annual sal-
ary to be fixed by the governor with the approval of the state finance
council. The bank commissioner is hereby authorized to appoint two dep-
uty commissioners who shall be in the unclassified service under the Kan-
sas civil service act and shall receive an annual salary £
eemmisstonerin accordance with an equitable salary schedule established
by the bank commissioner and approved by the governor for all unclas-
sified 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.

(b) (1) The deputy commissioner of the banking division shall super-
vise 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



House Substitute for SENATE BILL No. 287—page 12

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.

(c) 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.

(d) (1) The deputy commissioner of the banking division shall have
at least five years” experience as a state bank officer or five years” expe-
rience as a state or federal regulator.

(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.

(e) 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.

Sec. 15. K.S.A. 2011 Supp. 75-3135a is hereby amended to read as
follows: 75-3135a. (a) (1) Subject to the provisions of appropriation acts,
the bank commissioner may appoint regional managers-and, financial ex-
aminer 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.

; . i i i i s Each re-
gional manager, financial examiner administrator, case manager, exam-
iner 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.

(2) The average of the amount of compensation in the bank commis-
sioner’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.

Sec. 16. K.S.A. 50-1116 is hereby amended to read as follows: 50-
1116. (a) K.S.A. 50-1116 through 50-1135, and amendments thereto, shall
be known and may be cited as the Kansas credit services organization act.

(b)  Any person-individual licensed to practice law in this state acting
within the course and scope of such perser’s-individual’s practice as an
attorney, and such individual’s law firm, shall be exempt from the pro-
visions of this act.

Sec. 17. K.S.A. 50-1117 is hereby amended to read as follows: 50-
1117. Definitions as used in this act: (a) “Commissioner” means the state
bank commissioner.

(b) “Consumer” means an individual who is a resident of this state.

(c) “Credit services organization” means a person who engages in, or
holds out to the public as willing to engage in, the business of debt man-
agement services for a fee, compensation or gain, or in the expectation
of a fee, compensation or gain.

(d) “Debt management service” means:

(1) Receiving or offering to receive funds from a consumer for the
purpose of distributing the funds among such consumer’s creditors in full
or partial payment of such consumer’s debts;

(2) improving or offering to improve a consumer’s credit record, his-
tory or rating; or

(3) negotiating or offering to negotiate to defer or reduce a con-
sumer’s obligations with respect to credit extended by others.

(e) “Insolvent” means a person whose debts exceed their assets.
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() “Law firm” means a lawyer or lawyers in a law partnership, pro-
fessional corporation, sole proprietorship or other association authorized
to practice law; or lawyers employed in a legal services organization or
the legal department of a corporation or other organization.

(g) “Person” means any individual, corporation, partnership, associ-
ation, unincorporated organization or other form of entity, however or-
ganized, including a nonprofit entity.

te)h) “Related interest” means a person:

(1) With respect to an individual who is:

(A) The spouse of the individual;

(B) a brother, brother-in-law, sister, sister-in-law of the individual;

(C) an ancestor or lineal descendant of the individual or the individ-
ual’s spouse; and

(D) any other relative, by blood, adoption or marriage, of the indi-
vidual or such individual’s spouse who shares the same residence with the
individual.

(2)  With respect to a corporation, partnership, association, unincor-
porated organization or other form of entity, however organized, includ-
ing a nonprofit entity, which is:

(A) Directly or indirectly controlling, controlled by or under common
control by a person; or

(B) an officer or director of a person or a person performing similar
functions.

th)(i) “Registrant” means a person who is registered by the commis-
sioner as a credit services organization.

)(j) “Trust account” means an account established by the applicant
or registrant in a federally insured financial institution used to hold funds
paid by consumers to a credit services organization for disbursement to
creditors of consumers that is designated as a trust account or other ap-
propriate designation indicating the funds in the account are:

(1) Not funds of the applicant or registrant or its owners, officers or
employees; and

(2)  unavailable to creditors of the applicant or registrant.

Sec. 18.  K.S.A. 9-1722, 9-1801, 17-2204, 17-2234, 17-2246, 17-2250,
17-2951, 17-2252, 17-2253, 17-2254, 17-2255, 17-2256, 17-2257, 17-
9958, 17-2259, 17-2261, 17-2265, 17-2266, 17-2267, 50-1116 and 50-1117
and K.S.A. 2011 Supp. 9-508, 9-509, 9-510, 9-511, 9-512, 9-513, 9-513a,
9-513c, 75-3135 and 75-3135a are hereby repealed.
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Sec. 19. This act shall take effect and be in force from and after its
publication in the Kansas register.
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