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MINUTES OF THE HOUSE FINANCIAL INSTITUTIONS.

The meeting was cdlled to order by Chairperson Ray Cox at 3:30 p.m. on March 13, 2000 in Room 527-S of
the Capital.

All members were present except: Representative Boston - Excused
Representative Dreher - Excused
Representative Flora - Excused
Representative Grant - Excused
Representative Humerickhouse - Excused

Committee staff present: Dr. Bill Wolff, Legidative Research
Bruce Kinzie, Office of Revisor
Maggie Breen, Committee Secretary
Conferees gppearing before the committee: Senaor Tim Emert

Senator David Corbin
Nancy Goodall, Kansas Bar Associaton

Others atending: See Attached

Chairman Cox opened the hearing on SB 503 - Enacting the Kansas uniform prudent investor act.

Proponents

Senator Emert, testified in support of SB 503. The hill basicaly reverses acommon law practice which redtricts
the investment powersof fiduciaries. We redealing with how conservators, trustees, executors, and al people who
operate in fiduciary relationships, are able to invest assets. The common law practice has been that you do the most
consarvative thing possible.  Consequently, many times the money ends up in CD’s. Mogt trust documents will
determine how assets areinvested; this bill gppliesonly whenthereisan absence of guiddlines. If there are no other
guiddlines, asto how thefidudiary isto make makesinvestments, thisisthe fallback or default. The bill saysthat the
fiduciary will be prudent when meking investments. When determining whether that fiduciary acted in a prudent
manner, the entire portfolio will be taken into consderation. Originaly, there was a lot of oppostion, but
amendments have resolved differences. He understands there will be a couple of additional amendment today and
he has no objection to them. (Attachment 1)

Senator Corbin, tedtified in support of SB 503. He handed out written testimony from his wife, Betty Corbin.
(Attachment 2) He said Mrs. Corbin was the one who ingtigated this bill and gppeared when it was heard in the
Senate. It came about because shewas chairman of the Butler County Community College Endowment Association
for anumber of years. They embarked on adifferent way to invest money asthey had their money in abank invested
in CD’sand short term instruments. They had $400,000 to $500,000 but it redly wasn’t growing any, as dl the
interest earned was put back into scholarships. The principa stayed stagnant unless someone gave anew grant. The
college decided it wanted to invest in other insruments. They looked a K.S.A. 17-5004 and had difficulty as
laymen, eventhough there were some attorneys onthe board, understanding exactly what their responsibilitieswere.
They happened uponabank representative who suggested theylooked at he Uniform Code that’ snationwide. They
did so and it became muchclearer to themwhat their responsibilitieswere. The $500,000 was invested is a manner
where it grew to $5,000,000. SB 503 would reflect what’s in the Uniform code making the responsibilities of
fiduciary much clearer.

Nancy Goodall, Kansas Bar Association, sad she was heavily involved in the drafting of the current Prudent
Investor Rule found in K.S.A. 17-5004. They tried to present a guiddine to Kansas investors. Since then, the
uniformbill, whichisalittle different thanwhat we have, hascome into play. Kansas law has a provisonfor the right
to hold property if the grantor agreesinwriting. She thinks that isimportant to protect Kansasfarms. Also, Kansas
consarvatorship laws dictate that a Kansas conservator should invest alittle more
consarvatively than agenerd fiduciary. These differences have been incorporated into SB 503. Shedid
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present additional amendmentswhichcame about after working with the Kansas Trall Lawyers Associationand the
Kansas Bankers Association. The three amendments requested were 1) on page 1, line 32, Sec. 2 (c) to change
theword “shd|” to “should’, and 2) on page 2, line 1, Sec. 2, (¢)(6) add the words “who are digble to recaive
discretionary paymentsof trust income or principa assets’, and 3) onpage 3, line9, Sec. 9(a)(2) to add “errorsand
omissionscoverage.” (Attachment 3)

Kathy Olsen, Kansas Bankers Association, written testimony only from Trust Divison. (Attachment 4)

Chairman Cox closed the hearingon SB 503 and opened the hearing on SB 445 - Uniform consumer cr edit code;
concerning appraised value and appraisals.

Proponent:

Geor ge Bar bee, Kansas Association of Financia Services, said that SB 445 had some cleanup items fromsome
bills passed |ast year. The hill darifiesthat only one appraisa isnecessary. The second change appears on page 9,
lines 1 through 5. It hasto do with the right of recisson. Currently, in the federal regulations aborrower has 3 days
to make up their mind if they redly want to go ahead withthe loanor not. In the Kansas law last year, 5 days was
inserted. They are now asking for it be changed to 3 days to be consistent with federd law. Inthefederd law, it's
known as “Reg Z.” Some language was taken out of the bill and then reingtated, thus it looks a little more
complicated than it redly is. He asked for the committee’ s adoption of the bill. (Attachment 5)

Chairman Cox closed the hearing on SB 445 and said the committee would work SB 503.

BruceKinzie said therewasalittle technical amendment which was needed on SB 503. On page one, lines20 and
21 the word “trusteg” was left in and needs to be changed to “fiduciary.”

Representative Empson made a maotion to adopt the cleanup item presented by Bruce Kinzie as well as the
amendments presented by Nancy Goodall. Representative Sharp seconded the motion. The motion carried.

Representative Empson made amotionto pass SB 503 out favorably as amended. Representative Sharp seconded
the motion. The motion carried.

Chairman Cox said the committee would work SB 445.

Bruce Kinzie sad that on pages 8 and 9, when they reinserted the paragraph back in, they forgot to change the
interna references.

Representative Minor made amotionto adopt the technica amendment mentioned by BruceKinzie. Representative
Tomlinson seconded the motion. The motion carried.

Representative Minor made a motion to pass SB 445 out favorably as amended. Representative Tomlinson
seconded the motion. The motion carried.

Chairman Cox asked for a motion on the minutes.

Representative Empson made a motion to_approve the March 8, 2000 committee minutes as presented.
Representative Merrick seconded the motion. The motion carried.

The meeting adjourned a 4:10 p.m. The date of the next meeting will be announced |ater.
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