HB 707 -- BANKS AND FI NANCI AL | NSTI TUTI ONS ( Cunni ngham 145)
COMWM TTEE OF ORIA N: Financial Institutions

This bill changes the | aws regarding banking. In its main
provi sions, the bill

(1) Defines “financial institution” as any entity subject to
chartering, licensing, or regulation by the D vision of Finance
wi thin the Departnent of Econom c Devel opnent;

(2) Authorizes the division director to conpel the attendance of
W tnesses and the production of docunments and el ectronic records
in an exanm nation or investigation;

(3) Renoves the requirenment that the division director nust
petition the circuit court where a bank is |located for an order
appoi nting the Federal Deposit |nsurance Corporation (FDIC) as
the |iquidating agent of a bank;

(4) A lows banks when restating its article of agreenent to
anend its article of incorporation at the sane tineg;

(5) Specifies that a drop box for deposit purposes is not
consi dered a branch bank;

(6) Requires that |oans or other extensions of credit to
officers and directors of banks be made in accordance with
Federal Reserve Board regul ations;

(7) Revises the |anguage requiring banks and trust conpanies to
mai ntai n reserves agai nst aggregate deposits as provided by the
Federal Reserve Act. A bank’s required surplus fund cannot be
created or increased by the net earnings of the bank, and banks
must account for every item of incone and expense to determ ne

t he amount of net inconme or |oss for a dividend period;

(8) Requires that a notice be posted in the | obby, on the
entrances, and given to the division director for a branch office
of a bank to tenporarily be closed for any reasonabl e period of
time for repairs or purposes decided by the bank’s board of
directors;

(9) Changes the term*“foreign corporation” to “out-of-state bank
or trust company” and includes any thrift institution under the
jurisdiction of the Ofice of Thrift Supervision in the United
States Departnment of the Treasury. Unless the out-of-state bank
or trust conpany verifies to the division that it satisfies
certain capital requirenents and mai ntains a bond for faithful
performance of fiduciary duties, the division director can



require a bond of at least $1 mllion.

FI SCAL NOTE: No inpact on state funds in FY 2006, FY 2007, and
FY 2008.



