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MINUTES OF THE HOUSE FINANCIAL INSTITUTIONS.

The meeting was called to order by Chairperson Ray Cox at 3:30 p.m. on February 19, 2001 in Room 514-S of
the Capital.

All members were present except: Representative Vickrey - Excused

Committee staff present: Dr. Bill Wolff, Legidative Research
Bruce Kinzie, Revisor’'s Office
Maggie Breen, Committee Secretary

Conferees appearing before the committees  Matthew Goddard, Heartland Community Bankers Assn.
George Barbee, Kansas Association of Financid Services
Kathy Olsen, Kansas Bankers Association
Paul Davis, Kansas Bar Association
Melissa Waker, Kansas Association of Mortgage Brokers
Kevin Glendening, Office of the State Bank Commissioner
Bruce Morgan, Banking Board Member
Franklin Nelson, State Bank Commissioner
Karen France, Kansas Association of Redltors
David Brant, Securities Commissioner

Others attending: See Attached

Chairman Cox opened the continuation of the hearing on - HB 2254 Enacting the Cdifornia credit score
disclosure act.

Opponents:

M atthew Goddard, Heartland Community Bankers Association, said his organization has serious concerns and
oppaodition regarding HB 2254. They have three main concerns regarding the bill. Firdt, it would put agtate law in
place of afederd law, the Fair Credit Reporting Act, which they beieve isworking right now. Thelaw requires
that consumers who are turned down for credit be given a copy of the credit report plus other information. A
second reason is that congressislooking at federal regulation. Thereisno reasonfor Kansasto take an actionahead
of the Feds. Thethird reason isthat status quo and companies in the market place are dready taking care of this.
A find troubling aspect of the hill isthat it requires everyone involved with the loan to get a copy of the credit score.
Thisisnot necessary. If it were, the federd government would have required it long ago. He urged the committee
not to take action on the bill. (Attachment 1)

Geor ge Bar bee, representing K ansas A ssoci ati onof Financid Serviceswhichismadeup of consumer credit lending
companies, sad he agreed withthe previous conferee' s comments. Y ou can get afree credit report, whichismore
comprehensive than a credit score, if you have been declined credit. The same credit report is available to all
consumersfor $8. If we aready have accessto credit reports, we do not need another stature to place a burden
onthe sysem. Thefair thing to doistowait and seewhat happenswith thislegidationin Cdifornia, when it becomes
effective in July of 2001. (Attachment 2)

Chairman Cox closed the hearing on HB 2254 and opened the hearing on HB 2465 - Prudent investor act.

Proponents:

Kathy Olsen, Kansas Bankers Association, covered testimony prepared by Daryl Craft of their Trust Divison. Last
session the legidature replaced an earlier version of the Uniform Prudent Investor Act and placed it in adifferent
location, from the origind Act, in the Kansas Statutes Annotated. HB 2465 corrects anumber of referencesto the
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old locationand replaces one paragraph that wasleft out of the Act last session. This paragraph concerns the written
directions of agrantor and clarifies the ability of the trustee to follow these written indructions. (Attachment 3)

Paul Davis, Kansas Bar Association, spoke in favor of HB 2465. 1t has been a cooperative effort on the part of
Kansas Bar Association, Kansas Bankers Association, and the Kansas Trid Lawyers Association. He requested
favorable congderation of the hill. (Attachment 4)

Chairman Cox closed the hearing on HB 2465 and opened the hearing on HB 2481 - Kansas mortgage business
act; regulation of .

Proponents:

M elissa Walker, Kansas Associationof Mortgage Brokers, said that HB 2481 iscrucid to the mortgage industry.
They believe that it is very important for mortgage representatives, that have dedlings with the generd public, to be
not only licensed but dso to have required continuing education. This increases professonaism throughout the
industry, will get rid of the bad apples, and insures that only qudified professonas are dedings with the public.
(Attachment 5)

Chairman Cox asked if the hill requiredthe out-of -statebrokersto have an office, i.e. aphysica presence, inthe state
of Kansas. Méelissasad it was her understanding that they would have to have alarger bond if they do not.

K evin Glendening, Deputy Bank Commissioner, said thehill represents somewheat of ashift inthe way they propose
to license mortgage lenders and brokers. There arelots of amendmentsin the bill which can be grouped into three
categories. Thefirstissueis, dueto low start-up cogts, there are alarge number of companies engagein the business
and they cover a szable range in ability and experience levels. The bill would authorize his agency to establish
continuing education and testing requirements for individuas engaged in mortgaged brokering.  The second broad
category is the change to the current bonding structure for in-state companies. The change eiminates severd
aternatives which have been underused and difficult to enforce.

The third issue pertains to the establishment of what could be described as a laundry list of prohibited business
practices, as well as additiond clarification on advertisng and related matters. They generdly ded with possble
deceptive and/or predatory types of activities. The hill dso extends the exigting crimind pendtiesto the entireact and
makesthe prohibited activities subject to crimind aswell as adminidrative action. HebelievesHB 2481 will enhance
the protection afforded consumers.  Kevin pointed out that starting on page 10, line 27 of the bill the numericd
numbering of the subsets should be changed to dphabetica numbering. (Attachment 6)

Chairman Cox closed the hearing on HB 2481 and opened the hearing on HB 2482 - Powers and duties of the
dtate banking board and bank commissioner.

Dr. Wolf gave asummary of the hill. He stated that for thelast couple of yearsthere have been an issue coming from
the Senateto the House that talked about the functions of the commissioner and the functions of the board. Last year
there was a hill which was going to transfer some of the functions or responghilities to the place that was most
appropriate for each of the two entities. In the past year the board has gone back and gone over theissuesand HB
2482 isthe work product of the activity. A number of thingsthat are currently delegated the State Banking Board
arenow being transferred to the Commissioner. Hereviewed the changeswhich included: changing abank’ sname;
reducing the capita stock of a bank; issuance of preferred stock; reducing the surplus of a bank; establishing a
subsidiary and investing money inthat subsdiary; approval and authorizationto hold lifeinsurance policieson officers
and employees, doing away with pledged shares for qudifying directors; ability of bank to issue capital notes and
debentures; and approval of branches of digible banks. The Commissioner would have authority to grant abank
branch office, but the banking board would hear any appeals. The Commissoner has authority, in the case of a
problem bank to create speciad deputies and to assign those persons to those banks to stay there until relieved by
the Commissioner. This authority has been with the State Banking Board. The Commissioner has been given the
authority to establishing emergency chartersinthoselocations where they are needed. The result, of this change of
respongbility, isthat the Board will review what it believesit ought to be involved with, asit relatesto decisons being
madein the Banking Department, and the Bank Commissioner will be delegated those areas where they bdieve the
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Commissoner should have sole authority to act. All this pertains to policy decisons for the committed to decide.
There are aso some changes which smply clean up language. He pointed our a printers error online 32. Theword
“provided” should not be there.

Proponents:

Bruce Mor gan, Banker and Banking Board Member, said thereare 271 banksin the sate regul ated by the banking
department. They last came to the committeeinMarch 1999 regarding this matter. Since then, the Banking Board
adopted a misson statement and reviewed dl the laws rdating to duties of the State Banking Board against the
mission satement. The bill shifts anumber of the dutiesfromthe Banking Board to the Bank Commissioner that are
adminigraive in nature and do not involve policy decisons that require review by the nine member Banking Board.
These are things that affect the Commissoners job and the Banking Board believes the changes will improve the
efficiency of the Office of the State Bank Commissioner and streamline the regulatory process of the State Banking
Department. Administrative decisions can be made on an expatiated basis Smilar to what nationa banks, that are
regulate by the office of Comptroller of Currency, now enjoy. The Banking Board compared the pardld laws and
regulations that the OCC or Federa Reserve have the nationa banks go through. The bill strengthens the Office of
State Bank Commissioner, preserves the policy and advisory role of the State Banking Board on issues of
importance and isin the public’ sinterest.

Franklin W. Nelson, State Bank Commissioner, said the Banking Board and his office followed the suggestions
of the House FI and Senate FI & | Committeeslast year that they review the Banking Board powers and the Satutes
that are obsolete and outdated. Since that time, the board, with the aid of his office, has been reviewing the statutes
and powers. The Banking Board members were very thorough in their review.

The product contained in this hill is the cumulation of 10 to 12 months of comprehensve discussons. He
complimented the nine member Banking Board for ajob well done. He strongly supports HB 2482 and requests
the favorable consderation of the committee. (Attachment 8)

Chairman Cox closed the hearing on HB 2482.

Chairman Cox asked Karen France if she had any commentsto makeregarding HB 2254. Karen said she knew
the committee had alot to deal withbefore the turnaround deadline and suggested that perhaps the committeewould
ask for an interim study onthe issue of credit scores. Thiswould give the opportunity for information to be geathered
from Cdifornia. Chairman Cox said he wasn't sure there would be enough time to gather much data since the law
didn’t take effect until July. Karensuggested perhaps some sort of monitoring functionbe done if thereis an interim
committee on another matter.

Chairman Cox asked Commissoner Brant to tdl the committee what was on his mind regarding HB 2243 -
Reqgulating securities, powers of the commissioner.

David Brant, Securities Commissoner, said he was prepared to srip the provisons in HB 2243 that dea with
variable annuities and varigble products, if the committee would consder that favorably. He submitted a handout
liging amendments which would accomplish this. The handout dso listed two minor technicd amendmentsand the
adding of language to provide a five year sunset on the propose investor education fund. The five year sunset
provison was suggested by alegidator. (Attachment 9) He dso submitted a copy of an article in the Wall Street
Journd regarding switching of variable annuities. (Attachment 10)

Chairman Cox said the committee would now work some hills.
HB 2243

Representative Tomlinson moved to amend HB 2243 dong the outline submitted by Commissoner Brant.
Representative Dreher seconded the motion. The motion carried.
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Representative Tomlinson moved to recommend HB 2243 as amended marked favorable for passage.
Representative Dreher seconded the motion.

Representative Grant made a subdtitute motion to table HB 2243. Representative Boston seconded the motion.
The motion carried on a hand count of eight yess.

HB 2254

Representative Burroughs made a motion to study the results of the Cdifornia legidaion in an interim committee.
Either one sat up for the specific purpose or attached to another interim committee.

Representative Tomlinson said everything could be accomplished without putting it in the form of a motion. He
suggested the committee not take any action.

Representative Burroughs withdrew his motion

HB 2465

Representative Tomlinsonmade a motion that the committee recommend HB 2465 marked favorable for passage.
Representative Sharp seconded the motion. The motion carried.

HB 2481

Bruce Kinzie stated that besides the amendment to renumber subsets starting on page 10, the word “and” needed
to be deleted on page 8, linel6.

Representative Burroughs made a motion to amend HB 2481 as stated by Bruce. Representative McCreary
seconded. The motion carried.

Representative Grant made a mation that HB 2481 be passed favorably as amended. Representative Dreher
seconded the motion. The motion carried.

HB 2482

Representative Minor made a motion to pass HB 2482 marked favorable. Representative Sharp seconded the
motion. The motion carried.

HB 2193 - Payday loans, limitations on number of loans to same borrowers

Representative Burroughs made a motion to remove al amendments made by the House Committee of the Whole
and redore the bill to its origina state. Representative Gatewood seconded the motion. The motion carried.

Representative Burroughs made a motion to pass HB 2193 out favorable for passage as further amended.
Representative Tomlinson seconded the motion. The motion carried.

The meeting adjourned at 4:40 p.m.

The date of the next meeting will be determined |ater.
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