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AN ACT relating to banking.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 287.010 is amended to read as follows:

As used in this chapter, unless the context requires otherwise:

(1)
"Bank or state bank" means any bank which is now or may hereafter be organized under the laws of this state or a combined bank and trust company;

(2)
"National bank" or "national bank association" means a bank created by Congress and organized pursuant to the provisions of federal law, including savings and loan associations;

(3)
"Out-of-state bank" means a bank chartered under the laws of any state other than Kentucky;

(4)
"Home state" means:

(a)
With respect to a state bank or out-of-state state bank, the state by which the bank is chartered; and

(b)
With respect to a national bank, the state in which the main office of the bank is located;

(5)
"Home state regulator" means, with respect to an out-of-state state bank, the bank supervisory agency of the state in which such bank is chartered;

(6)
"Host state" means a state, other than the home state, in which the bank maintains, or seeks to establish and maintain, a branch;

(7)
"Commissioner" means the commissioner of financial institutions;

(8)
"Department" means the Department of Financial Institutions;

(9)
"Population" means the population as indicated by the latest regular United States census;

(10)
"Trust company" includes every corporation authorized by this chapter to do a trust business;

(11)
"Undivided profits" means the composite of the bank's net retained earnings from current and prior years' operations;

(12)
"Capital stock" shall mean, at any particular time, the sum of:

(a)
The par value of all shares of the corporation having a par value that have been issued;

(b)
The amount of the consideration received by the corporation for all shares of the corporation that have been issued without par value except such part of the consideration as has been allocated to surplus in a manner permitted by law; and

(c)
Such amounts not included in paragraphs (a) and (b) of this subsection as have been transferred to stated capital of the corporation, whether through the issuance of stock dividends, resolution of the bank's board of directors under applicable corporate law or otherwise by law; and

(13)
"Surplus" means the amount of consideration received by the corporation for all shares issued without par value that has not been allocated to capital stock or the amount of consideration received by the corporation in excess of par value for all shares with a par value or both.

Section 2.   KRS 287.013 is amended to read as follows:

(1)
There is created a Financial Institutions Board. The board shall consist of twelve (12) members appointed by the Governor who shall serve terms of four (4) years, except the initial terms shall be established as hereafter provided. It is recommended that the board appointments made by the Governor be selected from the following:

(a)
Three (3)[Four (4)] members selected from the banking industry regulated by the department with appropriate recognition as to bank size and geographic diversity;

(b)
Three (3) members[One (1) member] selected from the broker/dealer securities industry regulated by the department;

(c)
One (1) member selected from the credit union industry regulated by the department;

(d)
One (1) member selected from the consumer finance or industrial loan industry regulated by the department;

(e)[
One (1) member selected from the savings and loan industry regulated by the department;

(f)]
Three (3) members selected from the public at large who are knowledgeable concerning financial institutions, the legislative process and consumer interests, two (2) of whom are not employees, officers or directors of any financial institution; and

(f)[(g)]
The commissioner, who shall also serve as chairman of the board.

(2)
All members of the board from the banking industry, securities industry, credit union industry, consumer finance, or industrial loan industry[ or savings and loan industry] shall be persons with practical experience in the industry so represented and currently serving at the executive level of that industry at the time of their appointment.

(3)
At the first meeting of the board, a drawing by lot shall be conducted to determine the length of each original member's term. Initially, there shall be four (4) four (4) year terms, five (5) three (3) year terms, and two (2) two (2) year terms. Vacancies in the membership of the board shall be filled in the same manner as original appointments. Appointments to fill vacancies occurring before the expiration of a term shall be for the remainder of the unexpired term.

(4)
No member of the board, other than the commissioner, shall serve more than two (2) consecutive terms on the board.

(5)
The board shall first meet at the call of the Governor and thereafter as the board shall determine, but at least quarterly, at a time and place determined by the chairman. The board may elect other officers for the conduct of its business. A majority of board members shall constitute a quorum, and a decision shall require the majority vote of those present. Each board member shall have one (1) vote, and voting by proxy shall be prohibited.

(6)
Board members shall receive one hundred dollars ($100) per diem for each board meeting which they attend and shall be reimbursed for other reasonable and necessary expenses incurred while engaged in carrying out the duties of the board.

(7)
The board shall:

(a)
Prepare and submit at the Governor's request a list of candidates qualified to serve as commissioner and recommend to the Governor a proposed salary for each nomination for commissioner;

(b)
Recommend to the Governor a proposed salary structure for other departmental staff in order to provide competitive salaries for recruitment and retention of staff;

(c)
Receive and comment on various reports relating to the department and its activities as submitted to the board by the commissioner or the Governor; and

(d)
Review, consider and make recommendations to the commissioner on any matters referred to the board by the commissioner or the Governor.

(8)
In no event shall the board or its members interfere with the statutory duties of the commissioner whose decisions shall be governed by law.

Section 3.   KRS 287.020 is amended to read as follows:

(1)
The commissioner may promulgate, amend, and repeal any administrative regulations, forms, and orders as are necessary to interpret and carry out the provisions and intent of this chapter. He shall devise a seal for his department, a description of which, together with an impression thereof and a certificate of approval by the Governor, shall be filed in the office of the Secretary of State. The seal shall be renewed whenever necessary.

(2)
The commissioner of financial institutions and his deputies shall be allowed their necessary traveling and other expenses of conducting their office.

(3)
The commissioner of financial institutions may issue a finding of permissible activities, services, or products to authorize banks to engage in any banking activity in which the banks could engage were they operating as national banks at the time the authority is granted. Any finding shall be specifically limited to the activity, service, or products contained therein and shall be mailed to all banks. This section shall not apply to activities prohibited under Subtitle 9 of KRS Chapter 304.[ The hearing procedures of KRS 287.061 shall be applicable to the issuance of a finding.]
(4)
Nothing herein contained shall be construed to repeal, modify, or alter the restrictions of KRS 287.105 relative to the leasing of motor vehicles, or of KRS 287.180 relative to the establishment of branches.

(5)
The commissioner may designate the deputy commissioner, division directors, general counsel, or branch managers to sign documents under his instructions.

Section 4.   KRS 287.030 is amended to read as follows:

(1)
As used in this section, "person" includes a natural person, partnership, corporation, association, business trust, voting trust, or similar organization.

(2)
No persons, except corporations, shall engage in the business of private banking in this state.

(3)
No bank incorporated under the laws of another state or national bank having its principal place of business outside this state shall transact any banking business in this state except to lend money, unless specifically authorized by law or administrative regulation, or except as permitted following a merger transaction within the meaning of Section 44 of the Federal Deposit Insurance Act pursuant to 12 U.S.C. sec. 1811 et seq., approved after June 1, 1997.

(4)
No person who after July 13, 1984, owns or acquires more than one-half (1/2) of the capital stock of a bank shall act as insurance agent or broker with respect to any insurance except credit life insurance, credit health insurance, insurance of the interest of a real property mortgagee in mortgaged property, other than title insurance.

(5)
No bank incorporated under the laws of the Commonwealth of Kentucky shall make any loan or discount on the security of the shares of its own capital stock, or the shares of stock of a bank holding company which controls the bank to the extent that such loan or discount secured by such shares exceeds the amounts permitted by Section 23(A) of the Federal Reserve Act (12 U.S.C. sec. 371c) as that section reads on July 15, 1986, nor be the purchaser or holder of any such shares, except that a bank may take property of any kind to satisfy or protect a loan previously made in good faith and in the ordinary course of business; and stock so purchased or acquired, shall, within six (6) months from the time of its purchase or acquisition, be sold or disposed of at public or private sale. This subsection shall not affect or modify in any way KRS 386.025, but said section shall remain in full force and effect.

(6)
Any state or national bank with branch offices in Kentucky shall use at all times the same name for all its branch offices in Kentucky.

Section 5.   KRS 287.050 is amended to read as follows:

(1)
Before filing the articles of incorporation of any financial institution mentioned in KRS 287.040, the incorporators shall present a copy of their proposed articles to the commissioner who shall investigate the financial standing, moral character and capability of each of the incorporators and proposed executive officers and directors, if known, and determine whether there is reasonable assurance of sufficient volume of business for the proposed corporation to be successful, and whether the public convenience and advantage will be promoted by the opening of the proposed corporation.

(2)
In the event that the institution for which a charter is sought is to be created solely for the purpose of effectuating a merger or consolidation to facilitate the formation of a bank holding company, the commissioner may waive all or any part of the requirements of this chapter[subsection (1) of this section].

(3)
If the commissioner determines that it is expedient and desirable to permit the proposed corporation to engage in business, he shall approve the articles of incorporation in writing, and the articles then may be filed and recorded as provided in the general corporation law.

(4)
All amendments to the articles of incorporation of any financial institution mentioned in KRS 287.040 shall be approved by the commissioner before filing with the Secretary of State.

Section 6.   KRS 287.060 is amended to read as follows:

(1)
Before any financial institution mentioned in KRS 287.040 may transact any banking or trust business, it shall file a written oath with the commissioner. The oath shall be taken by each director of the institution, and shall state in substance:

(a)
That such director is a citizen of the United States, and the State of Kentucky, or, if not, the place of his residence;

(b)
That he will faithfully discharge the duties of his office and administer the affairs of the institution, so far as the duties of his office require;

(c)
That he will uphold the laws of the state, and particularly the banking and trust laws.

(2)
The oath shall be taken before any officer authorized to administer oaths, and shall be taken upon the election of any subsequent director or reelection of any director. The oath shall be maintained by the bank and be subject to review at examinations[transmitted to the commissioner immediately upon its execution and shall be filed and preserved by the commissioner].

(3)
The commissioner shall issue to the institution a certificate entitling it to transact the business for which it was organized after the following requirements have been met:

(a)
The oath mentioned in subsections (1) and (2) of this section has been filed; and

(b)
The commissioner has received satisfactory proof that the accounts of the banking institution's depositors will be insured by the Federal Deposit Insurance Corporation; and

(c)
The commissioner has received satisfactory proof that the institution has subscribed and paid-in the required capital and has otherwise fully complied with all pertinent laws and regulations; and

(d)
A period of thirty (30) days has elapsed since the rendition by the commissioner of a final order, as defined in KRS 13B.010, and an appeal to the appropriate court has not been taken from such order.

(e)
If an appeal from a final order of the commissioner has been timely filed, no certificate shall be issued until all the requirements of paragraphs (a) to (c) of this subsection have been met and until:

1.
The appeal has been finally disposed of by the last possible court of review, including the United States Supreme Court; or

2.
All further opportunities for appeal have expired as a result of the failure to timely file an appeal.

Section 7.   KRS 287.065 is amended to read as follows:

(1)[
Each director of a bank or trust company shall own in his own right unpledged capital stock of that bank or trust company, or of a corporation holding at least eighty percent (80%) of the outstanding capital stock of that bank or trust company, having a book value of at least one thousand dollars ($1,000) at the time such person becomes a director, and the certificates of such stock shall remain in the exclusive custody and control of that bank or trust company during his term of office.

(2)]
A majority of the directors of any board must be residents of Kentucky during their term of office.

(2)[(3)]
Each director shall exercise such ordinary care and diligence as necessary and reasonable to administer the affairs of the bank in a safe and sound manner. In this regard, the bank shall furnish each director with a copy of an appropriate publication outlining the duties of a bank director and an updated copy of the Kentucky banking law, and maintain in the bank updated copies of federal banking laws, as determined by administrative regulations.

Section 8.   KRS 287.070 is amended to read as follows:

[(1)
The capital stock of any financial institution mentioned in KRS 287.040 organized prior to May 31, 1938, shall be maintained in the amount required by the law in effect on May 30, 1938.

(2)
]The minimum capital stock of any bank or trust company organized after May 30, 1938 shall be two million five hundred thousand dollars ($2,500,000). Additional capital may be required depending upon an investigation of the application, at the discretion of the commissioner[as follows, according to the city in which it is located:


Cities of up to 7,999 population 
 $  25,000


Cities of 7,999 to 19,999 population 
 $  50,000


Cities of 20,000 to 100,000 population 
 $100,000


Cities of over 100,000 population 
 $200,000

(3)
The minimum capital stock of any combined bank and trust company, combined bank and real estate title insurance company or combined trust and real estate title insurance company or combined bank trust and real estate title insurance company, organized after May 30, 1938, shall be not less than twice the amount stated in subsection (2) of this section].

Section 9.   KRS 287.080 is amended to read as follows:

The minimum capital required of a financial institution by KRS 287.070 shall be paid in full in money. Not less than fifty percent (50%) of the minimum capital required shall be designated as surplus[, and in addition thereto there shall be so paid in a surplus of not less than fifty percent (50%) of the minimum capital required]. Such money shall be in the custody of the directors before the corporation may commence business. None of the original minimum capital of a financial institution may be designated as undivided profits.

Section 10.   KRS 287.103 is amended to read as follows:

(1)
It is hereby declared to be the policy of the Commonwealth of Kentucky that the investment of funds, by a bank chartered under the laws of Kentucky or a national banking association having its principal office in Kentucky, in real and personal property as now or hereafter provided by this chapter, be recognized as a normal, proper, necessary, and integral part of the legitimate business of such state or national banks.

(2)[
Upon approval of the commissioner in the case of a state bank, or the proper federal supervisory authority in the case of a national bank, the institution may invest its funds in real property and/or improvements on such real property when all or a portion of the improvements are for use as its home office or for branch offices so long as the said real estate is used for carrying on its legitimate business as permitted by Section 192 of the Constitution of the State of Kentucky.

(3)]
All property owned and held by a state or national bank under this section shall be deemed to be property that is proper and necessary for carrying out its legitimate business within the meaning of KRS Chapter 271B or any section of the Kentucky Revised Statutes relating to escheat.

Section 11.   KRS 287.105 is amended to read as follows:

Subject to such limitations and conditions as the commissioner may from time to time prescribe by general regulations, any bank or trust company organized under the laws of this state may purchase, hold and become the owner and lessor of personal property[ acquired upon the specific request of and for the use of a customer] and may incur such additional obligations as may be incident to becoming an owner and lessor of such personal property, provided, however, that the net unrecovered investment of such bank or trust company in such personal property shall, for the purposes of KRS 287.280 only, be deemed to be an indebtedness of the lessee thereof, and such personal property shall be considered to be collateral securing such indebtedness.

Section 12.   KRS 287.214 is amended to read as follows:

Notwithstanding the provisions of any other law, a bank[ or trust company] may take, receive, reserve and charge on money due or to become due on any contract or other obligation in writing, where the original principal amount is fifteen thousand dollars ($15,000) or less, interest at any rate allowed national banking associations by the laws of the United States of America. A trust company shall not make any extensions of credit on its own account, but may make extensions of credit for trust assets under management.

Section 13.   KRS 287.350 is amended to read as follows:

(1)
The board of directors of any bank or trust company organized under the laws of this state may declare a dividend of so much of the net profits as they deem expedient. The net profits shall be computed by deducting all expenses, losses,[ bad or suspended debts] and interest and taxes accrued or due from the bank.

(2)
Before any dividend is declared, other than upon its preferred stock, not less than ten percent (10%) of the net profits of the bank for the period covered by the dividend applicable to its common stock shall be carried to its surplus fund until such surplus fund amounts to a sum equal to the amount of its common capital stock.

(3)[
All debts due to a bank or trust company on which interest is due and unpaid for six (6) months, unless the debts are well secured or in the process of collection, are bad or suspended debts within the meaning of this section.

(4)]
The approval of the commissioner shall be required if the total of all dividends declared by such institution in any calendar year shall exceed the total of its net profits of that year combined with its retained net profits of the preceding two (2) years, less any required transfers to surplus or a fund for the retirement of preferred stock or debt.

Section 14.   KRS 287.385 is amended to read as follows:

For the purpose of borrowing money from a state or national bank for their own higher educational purposes, the disabilities of nonage of minors are removed for all purposes, whether male or female. Any minor is authorized to make and execute any and all promissory notes, contracts, or other instruments necessary to be executed by him in order to borrow money for his own higher educational purposes, and such promissory notes, contracts or other instruments shall have the same force and effect as though they were the obligations of persons over the age of their majority[; provided that no such obligation shall be valid if the rate of interest thereon exceeds six percent (6%) per annum, simple interest]. Any promissory note, contract or other instrument entered into by any such person pursuant to the provisions of this section shall have the approval of the parent or guardian of such minor and of the financial officer of the institution of higher learning.

Section 15.   KRS 287.420 is amended to read as follows:

Within ten (10) days after the commissioner calls upon a bank or trust company, it shall publish pursuant to KRS Chapter 424 on a form furnished by the commissioner, a condensed statement of its financial condition, at the close of business on the date named in the call. The commissioner may make the call at any time he desires[ and shall make at least two (2) calls in each year]. Such published statement shall contain all information as the commissioner shall require[show the total amounts of loans, overdrafts, money invested in bonds and other securities, money due from banks, checks and other cash items, cash on hand, capital paid in, surplus fund, undivided profits (less expense and taxes paid), money due to other banks, individual deposits subject to check, demand certificates of deposit, time deposits, outstanding certified checks and cashier's checks and such other items as will show the actual financial condition of the bank or trust company making the report]. The reports shall be signed and sworn to either by the president, vice president,[ or] cashier, or one (1)[and signed by at least three (3)] of the directors. A copy of the report, certified to by the publisher, shall be kept in the files of the bank or trust company for review by the department.

Section 16.   KRS 287.450 is amended to read as follows:

(1)
Every state bank, branch of an out-of-state state bank, or trust company doing business under the laws of this state shall be subject to inspection by the commissioner or by an examiner appointed by the commissioner. Examination shall be made of each institution at least once every twenty-four (24) months, unless other examinations are accepted as provided in subsections (3), (4), and (5) of this section, and not more than twice unless it appears from examination or from the reports of the institution that it has failed to comply with laws or regulations relating to banks or trust companies, or has engaged in unsafe or unsound banking practices.

(2)
The commissioner, deputy commissioner, and each examiner may compel the appearance of any person for the purpose of the examination, which shall be made in the presence of one (1) of the officers of the institution being examined.

(3)
Any bank that becomes a member of a Federal Reserve Bank shall be subject to the examination required by the Federal Reserve Act, (38 Stat. 251) as amended, and the commissioner may, in his discretion, accept examinations made by the Federal Reserve authorities in lieu of examinations made under state laws. The commissioner shall furnish to the Federal Reserve agent of the district in which the member bank is situated, copies of reports and examinations made of the member bank.

(4)
The commissioner may, in his discretion, accept examinations made by the Federal Deposit Insurance Corporation in lieu of examinations made under state laws.

(5)
The commissioner may, in his discretion, enter into cooperative, coordinating, and information-sharing agreements with any other bank supervisory agencies or any organization affiliated with or representing one (1) or more bank supervisory agencies with respect to the periodic examination or other supervision of any branch of an out-of-state state bank, or any branch of a state bank in any host state. The commissioner may accept reports of examinations and reports of investigation from other bank supervisory agencies and home state regulators in lieu of examinations made under state law. The commissioner may enter into joint examinations or joint enforcement actions with other bank supervisory agencies having concurrent jurisdiction over any branch of an out-of-state state bank or any branch of a state bank located in any host state. Information produced or provided under this section shall be considered confidential as provided in KRS 287.470.
Section 17.   KRS 287.480 is amended to read as follows:

(1)
The following fees shall be paid to the commissioner by corporations engaged in a banking or trust business:

(a)
For the investigation incident to the approval of articles of incorporation, applications for branch banks and loan production offices, and applications to relocate a main or branch office, the fee shall be sufficient to cover the cost of the investigation based upon fair compensation for time and actual expense;

(b)[
For each report, a filing fee of twenty-five dollars ($25);

(c)]
For each state bank and branch of an out-of-state state bank subject to inspection and examination by the commissioner, an annual assessment based on the assets of the banks and branches, other than assets held by it in a fiduciary capacity, as reported to the department by the banks and branches as of the thirty-first day of December of the previous year. The assessment schedule shall be at the rates the commissioner shall determine to be necessary to carry out the duties of the department and shall be reasonably related to the costs[, other than costs of examination,] incurred by the department in regulating banks and branches. The assessment schedule shall be set by administrative regulation[The assessments for any one (1) year shall not exceed a sum equal to five cents ($0.05) per each one thousand dollars ($1,000) and any fraction thereof of the total nontrust assets;

(d)
For any examinations under KRS 287.450, a fee shall be collected sufficient to cover the cost of the examination based upon fair compensation for time and actual expense];

(c)[(e)]
For the examination of the assets held by the institution in a fiduciary capacity, the fee shall be sufficient to cover the cost of the investigation based upon fair compensation for time and actual expense. The commissioner may accept examinations made of the trust department in combined banks and trust companies by examiners for the Federal Reserve System, Federal Deposit Insurance Corporation, or a certified public accountant; and

(d)[(f)]
Extraordinary services performed, in addition to examinations, for any financial institution, including institutions in liquidation under the supervision of the commissioner, shall be paid for by the institution upon the basis of fair compensation for time and actual expense.

(2)
The commissioner, in his discretion, may enter into cooperative agreements with other bank supervisory agencies having concurrent jurisdiction over any branch of an out-of-state state bank or any branch of a state bank located in any host state, or any organization affiliated with one (1) or more bank supervisory agencies for the collection, remittance, and sharing of fees authorized in subsection (1) of this section.

Section 18.   KRS 287.490 is amended to read as follows:

(1)
Every institution under the supervision of the department shall make a[ written] report to the commissioner whenever required by him to do so. The commissioner shall not require more than five (5) reports from any one (1) institution in any one (1) year, unless he deems it necessary in order to obtain complete information[, and each report shall be verified by the oath of the corporation's president or vice president, and its secretary or cashier, or two (2) principal officers].

(2)
The reports shall show the actual condition of the bank making the report at the close of business on a date designated by the commissioner and shall specify any information required by the commissioner[:

(a)
The amount of its capital stock and the number of shares into which it is divided;

(b)
The names of the directors, and the number of shares of stock held by them;

(c)
The total amount of capital actually paid in, and the total amount of surplus and other reserve funds;

(d)
The total amount due depositors, and all other liabilities;

(e)
The total amount and character of overdrafts secured, overdrafts not secured and all other assets;

(f)
The amount at which the lot and building occupied by the bank for the transaction of its business stands debited on its books, and the market value of all other real estate held, and how acquired, the amount at which it stands debited on the books, and where situated;

(g)
The amount loaned on real estate;

(h)
The indebtedness or liability of each officer, and of each director to the bank;

(i)
The amount invested in bonds and stocks;

(j)
The amount loaned on stocks and bonds, on other securities, commercial paper and other notes and bills;

(k)
The actual amount of money on hand and on deposit in other banks, and the name of such banks where deposited;

(l)
Any other property held, or money loaned, deposited, invested or placed, not otherwise mentioned in this section, and the place where situated and the value of the property, and the amount loaned, deposited, or placed; and

(m)
Any other information required by the commissioner].

(3)
Any officer, director or board of directors of a bank or trust company shall immediately notify the commissioner concerning any information relating to that financial institution of which they have personal knowledge, involving fraud, defalcation, misfeasance or violations of this chapter. Failure to so notify the commissioner shall be grounds for officer or director removal pursuant to KRS 287.690.

Section 19.   KRS 287.710 is amended to read as follows:

As used in KRS 287.720 to 287.770, unless the context otherwise requires:

(1)
"Bank" means a bank organized under the laws of this state or of the United States, or any assignee of the bank's rights under a revolving credit plan.

(2)
"Credit card" means any single card, plate or other credit device that is reusable by a debtor from time to time to obtain extensions of credit under a revolving credit plan. Checks, drafts and similar instruments that can be used only once to obtain a single credit extension are not credit cards.

(3)
"Debtor" means a person to whom or for whose benefit credit is extended pursuant to a revolving credit plan and any other person having actual, implied or apparent authority to obtain extensions of credit under such plan for the debtor.

(4)
To "extend credit" or "extension of credit" means the right granted by a bank to a debtor to defer payment of debt, incur debt and defer its payment, or purchase goods, services or anything else of value and defer payment therefor pursuant to a revolving credit plan.

(5)
"Finance charge" means the sum of all charges, payable directly or indirectly by the debtor, and imposed directly or indirectly by a bank as an incident to an extension of credit pursuant to a revolving credit plan, including interest and any amount payable under a point, discount or other system of additional charges, service or carrying charges, loan fee, finder's fee or similar charge, fees for an investigation or credit report or premiums or other charges required by the bank to be purchased from or through it or an agency named by it for any guarantee or insurance protecting the bank against the debtor's default or other credit loss. The term does not include amounts, if any, collected by the bank, or included in the extension of credit which are fees and charges prescribed by law which actually are or will be paid to public officials for determining the existence of or for perfecting or releasing or satisfying any security related to credit extended pursuant to the plan or taxes.

(6)
"Revolving credit plan" or "plan" means an arrangement between a bank and a debtor pursuant to which:

(a)
The bank may extend credit to the debtor by permitting the debtor to make purchases of goods, services and anything else of value or obtain loans, from time to time, directly from the bank or indirectly by use of a credit card[, check or other device, as the plan may provide];

(b)
The unpaid balances of purchases made, the principal of loans obtained and finance and other appropriate charges are debited to the debtor's account;

(c)
A finance charge, if made, is not precomputed, but is computed on the outstanding unpaid balances of the debtor's account from time to time; and

(d)
The bank renders bills or statements to the debtor at regular intervals, which need not be a calendar month (the "billing cycle"), the amount of which bills or statements is payable by and due from the debtor on a specified date stated in such bill or statement or, at the debtor's option, may be paid in installments.

Section 20.   KRS 287.905 is amended to read as follows:

(1)
Any bank holding company which proposes to acquire control of a bank chartered in this state or a bank holding company which includes a bank chartered in this state, shall concurrently file with the commissioner copies of the application filed with the federal reserve board under applicable federal law. The commissioner shall approve such acquisition within ninety (90) days of acceptance of a complete application if he finds that:

(a)
The terms of the acquisition are in accordance with the laws of this state;

(b)
The financial condition, or the competence, experience and integrity of the acquiring company or its principals are such as will not jeopardize the financial stability of the acquired bank or bank holding company;

(c)
The public convenience and advantage will be served by the acquisition; and

(d)
No federal regulatory authority whose approval is required has disapproved the transaction because it would result in a monopoly or substantially lessen competition.

(2)
A nonrefundable fee shall accompany each application and shall be set by the commissioner in accordance with KRS 287.480.

(3)
The commissioner may examine or elect to participate in a joint examination, with the applicable federal or state regulatory agency, of any holding company or nonbank subsidiary of the holding company that controls or is affiliated with a state-chartered bank. The provisions of KRS 287.690 apply to the holding company or nonbank subsidiary of the holding company that controls or is affiliated with a state-chartered bank.
(4)
The commissioner may enter into cooperative agreements with federal or state regulatory authorities to examine an out-of-state bank that is controlled by a Kentucky bank holding company or is controlled by a bank holding company which includes a state-chartered bank, or accept reports of examinations of such out-of-state banks from federal or state regulatory authorities in lieu of conducting examinations.

(5)
The commissioner may enter into cooperative agreements with federal or state regulatory authorities to exchange confidential information and reports of examination relating to interstate acquisitions of banks and bank holding companies.

(6)
The cost of an examination shall be assessed against and paid by the company examined. The assessment for the examination shall be calculated in the same manner as that used for bank examinations.

Section 21.   KRS 287.915 is amended to read as follows:

(1)
Notwithstanding any other provision of KRS Chapter 287:

(a)
An individual or bank holding company that controls two (2) or more banks having their principal offices in this Commonwealth may, from time to time, combine any or all of the commonly controlled banks in this Commonwealth into and with any one (1) of the banks, and thereafter the surviving bank, which shall have its principal office in this Commonwealth, shall continue to operate its principal office and may operate the other authorized offices of the banks so combined as branches of the surviving bank; and

(b)
Any combination authorized by this section shall not require the approval of the commissioner of financial institutions, but on or before thirty (30) days prior to consummation of any combination, the proposed surviving bank shall notify the commissioner of the combination, and on the effective date of any such combination the charter of any combined bank organized under the laws of this Commonwealth shall be surrendered.

(2)
Following any combination authorized by this section:

(a)
The surviving bank may, subject to the approval of the commissioner as provided in KRS 287.180(2), establish and operate additional branches in any county where any bank involved in the combination had established a branch or main office;

(b)
Any combined bank which is being operated as a branch of the surviving bank shall have a board of directors, a majority of which shall be residents of the combined bank's community, which shall meet not less often than quarterly[monthly] to advise the branch in a nonfiduciary capacity with respect to the branch's community activities and affairs, customer relations, and local charitable activities;

(c)
The surviving bank shall maintain a record of the deposits in each of its offices resulting from such combination or thereafter established as provided in paragraph (a) of this subsection; and

(d)
With the approval of the commissioner, all of a bank's offices in a county[a combined bank's former main office and all of the branches in one (1) county existing on the date of the combination authorized by this section] may be transferred, by a purchase and assumption or other transaction, by the[ surviving] bank to a newly chartered bank having its principal office in the same county[ where the main office of the combined bank was located prior to the combination], or to an existing bank. If transferred to a newly chartered bank, the years in existence of the newly chartered bank shall be deemed to be in excess of five (5) years[or bank holding company. If transferred to a newly chartered bank, the years in existence of the newly chartered bank shall be deemed to be the same as the combined bank prior to the combination].

(3)
For purposes of this section:

(a)
The term "combine" or "combination" includes a merger or the acquisition of all or substantially all of the assets of a bank already controlled by an individual or bank holding company;

(b)
An individual or bank holding company "controls" a bank if that individual or company, directly or indirectly, owns, controls, or has the power to vote at least eighty percent (80%) of the issued and outstanding voting securities of the bank;

(c)
"Combined bank" means any bank participating in a combination authorized by this section other than the surviving bank;

(d)
"Surviving bank" means a bank into which a combined bank has been combined;

(e)
"Bank" includes a national bank, savings and loan association, and federal savings bank but does not include a bank which has been in existence less than five (5) years; and

(f)
"Individual", "bank holding company" and "deposit" shall have the same meanings attributed to them in KRS 287.900(1).

Section 22.   KRS 287.920 is amended to read as follows:

(1)
As used in this section, unless the context requires otherwise:

(a)
"Interstate merger transaction" means the merger or consolidation of banks with different home states, and the conversion of branches of any bank involved in the merger or consolidation into branches of the resulting bank; and

(b)
"Resulting bank" means a bank that has resulted from an interstate merger transaction under this section.

(2)
A Kentucky state bank may establish, maintain, and operate one (1) or more branches in a state other than Kentucky pursuant to an interstate merger transaction in which the Kentucky state bank is the resulting bank, or if the other state permits, by acquisition of a branch or branches in the other state. Not later than the date on which the required application for the interstate merger transaction or branch acquisition is filed with the responsible federal bank supervisory agency, the applicant shall file an application on a form prescribed by the commissioner and pay the fee prescribed by KRS 287.480. The applicant shall also comply with the applicable provisions of KRS 287.180(2) and the commissioner shall base his approval or disapproval in the same manner as prescribed in KRS 287.180(2).

(3)
An out-of-state state bank may establish, maintain, and operate one (1) or more branches in Kentucky pursuant to an interstate merger transaction in which the out-of-state state bank is the resulting bank. Not later than the date on which the required application for the interstate merger transaction is filed with the responsible federal bank supervisory agency, the applicant shall file an application on a form prescribed by the commissioner, pay the fee prescribed by KRS 287.480, and agree in writing to comply with the laws of this state applicable to its operation of branches in Kentucky. The applicant shall also comply with the applicable provisions of KRS 287.180(2) and the commissioner shall base his approval or disapproval in the same manner as prescribed in KRS 287.180(2).

(4)
The bank to be acquired in an interstate merger transaction under the provisions of subsection[subsections (2) and] (3) of this section shall have been involved in operation for a period of five (5) years or more. No interstate merger transaction under subsections (2) or (3) of this section shall be approved if the transaction would result in a bank holding company having control of banks or branches in this state holding more than fifteen percent (15%) of the total deposits and member accounts in the offices of all federally-insured depository institutions in this state as reported in the most recent year-end reports made by the institutions to their respective supervisory authorities which are available at the time of the transaction.

(5)
An individual or bank holding company that controls two (2) or more banks may, from time to time, combine any or all of the commonly controlled banks in this Commonwealth into and with any one (1) of the banks, and thereafter the surviving bank shall continue to operate its principal office and may operate the other authorized offices of the banks so combined as branches of the surviving bank.

(6)
A branch of an out-of-state state bank may conduct any activities that are authorized under the laws of this state for state banks. Additionally, the branch of an out-of-state state bank is authorized to conduct any activities relating to the administration of trusts that are authorized under the laws of its home state, if the activities are conducted in conformity with the laws of its home state.

(7)
A branch of a Kentucky state bank located in a host state may conduct any activities that are:

(a)
Authorized under the laws of the host state for banks chartered by the host state; or

(b)
Authorized for branches of national banks located in the host state, but whose principal location is in a state other than the host state.

Section 23.   KRS 386.735 is amended to read as follows:

Unless previously barred by adjudication, consent or any limitation established by KRS Chapter 413, any claim against a trustee for breach of trust is barred as to any beneficiary who has received a final account or other statement fully disclosing the matter and showing termination of the trust relationship between the trustee and the beneficiary unless a proceeding to assert the claim is commenced within six (6) months after receipt of the final account or statement. In any event and notwithstanding lack of full disclosure a trustee who has issued a final account or statement received by the beneficiary and has informed the beneficiary of the location and availability of records for his examination is protected after three (3) years. A beneficiary is deemed to have received a final account or statement if, being an adult, it is received by him personally or if, being a minor or disabled person, it is received by his representative. 

Section 24.   KRS 391.315 is amended to read as follows:

(1)
(a)
Sums remaining on deposit at the death of a party to a joint account belong to the surviving party or parties to the account as against the estate of the decedent unless there is clear and convincing written evidence of a different intention at the time the account is created. If there are two or more surviving parties their respective ownerships during lifetime shall be in proportion to their previous ownership interests under KRS 391.310 augmented by an equal share for each survivor of any interest the decedent may have owned in the account immediately before his death; and the right of survivorship continues between the surviving parties.

(b)
In transferring or releasing joint account funds subsequent to the date of death of one (1) or more of the named joint account holders, a financial institution or other appropriate third party may rely conclusively on the form and terms of the account to pay in accordance with paragraph (a) of this subsection. The transfer or release of those joint account funds has no bearing on the actual rights of ownership of the funds as between the surviving party or parties to the account and the dower or curtesy interest of any surviving spouse. The transfer or release by a financial institution or third party in accordance with this section shall constitute a full release and discharge of the financial institution or third party from all claims relating to ownership.
(2)
If the account is a P.O.D. account, on death of the original payee or of the survivor of two or more original payees, any sums remaining on deposit belong to the P.O.D. payee or payees if surviving, or to the survivor of them if one or more die before the original payee; if two or more P.O.D. payees survive, there is no right of survivorship in event of death of a P.O.D. payee thereafter unless the terms of the account or deposit agreement expressly provide for survivorship between them. 

(3)
If the account is a trust account, on death of the trustee or the survivor of two or more trustees, any sums remaining on deposit belong to the person or persons named as beneficiaries, if surviving, or to the survivor of them if one or more die before the trustee, unless there is clear and convincing evidence of a contrary intent; if two or more beneficiaries survive, there is no right of survivorship in event of death of any beneficiary thereafter unless the terms of the account or deposit agreement expressly provide for survivorship between them. 

(4)
In other cases, the death of any party to a multiple-party account has no effect on beneficial ownership of the account other than to transfer the rights of the decedent as part of his estate. 

(5)
A right of survivorship arising from the express terms of the account or under this section, a beneficiary designation in a trust account, or a P.O.D. payee designation, cannot be changed by will. 

Section 25.   KRS 413.120 is amended to read as follows:

The following actions shall be commenced within five (5) years after the cause of action accrued:

(1)
An action upon a contract not in writing, express or implied.

(2)
An action upon a liability created by statute, when no other time is fixed by the statute creating the liability.

(3)
An action for a penalty or forfeiture when no time is fixed by the statute prescribing it.

(4)
An action for trespass on real or personal property.

(5)
An action for the profits of or damages for withholding real or personal property.

(6)
An action for an injury by a trustee to the rights of a beneficiary of a trust.

(7)
An action for an injury to the rights of the plaintiff, not arising on contract and not otherwise enumerated.

(8)[(7)]
An action upon a bill of exchange, check, draft or order, or any endorsement thereof, or upon a promissory note, placed upon the footing of a bill of exchange.

(9)[(8)]
An action to enforce the liability of a steamboat or other vessel.

(10)(9)
An action upon a merchant's account for goods sold and delivered, or any article charged in such store account.

(11)[(10)]
An action upon an account concerning the trade of merchandise, between merchant and merchant or their agents.

(12)[(11)]
An action for relief or damages on the ground of fraud or mistake.

(13)[(12)]
An action to enforce the liability of bail.

(14)[(13)]
An action for personal injuries suffered by any person against the builder of a home or other improvements. This cause of action shall be deemed to accrue at the time of original occupancy of the improvements which the builder caused to be erected.

Section 26.   KRS 413.340 is amended to read as follows:

The provisions of this chapter shall not apply to an express[a continuing and subsisting] trust that is both continuing and subsisting, nor to an action by a vendee of real property in possession to obtain a conveyance. For purposes of this subsection, a subsisting trust is an express trust with respect to which the trustee is acting within its powers and with respect to which no beneficiary has a cause of action against the trustee.
Section 27.   KRS 41.220 is amended to read as follows:

(1)
Not less than three (3) solvent banks shall be designated as depositories for state funds. Each bank designated shall have not less than the minimum capital stock as required in[ paragraphs (2) and (3) of] KRS 287.070. Banks shall be designated as depositories for state funds upon agreement of the State Treasurer and the secretary of the Finance and Administration Cabinet. Those designated shall be entered in the executive journal. If at any time it appears that the capital of any depository has become impaired, the state's deposits shall be withdrawn and another depository named.

(2)
The State Treasurer and the secretary of the Finance and Administration Cabinet shall determine the needs for moving state funds from one (1) designated depository to another.

Section 28.   KRS 287.820 is amended to read as follows:

(1)
For the purpose of this section:

(a)
"Loan production office" means a bank office located at a place other than the principal or branch office, at which bank employees solicit and originate loans for final approval and disbursement of funds at the principal or branch office; and

(b)
"Disbursement of funds" is the process by which a bank officer in a principal or branch office issues a negotiable instrument at the principal or branch office.

(2)
No bank shall operate a loan production office without prior approval of the commissioner. The commissioner shall approve the application unless he finds that:

(a)
The proposed operation of the loan production office is not in accordance with this section;

(b)
The financial standing, moral character, and capability of the bank and its management which proposes to operate a loan production office will jeopardize the financial stability of the bank;

(c)
There is no reasonable assurance of sufficient volume of business for the proposed loan production office to be successful; and

(d)
The public convenience and advantage will not be promoted by the opening of the proposed loan production office.

(3)
All extensions of credit originated in a loan production office shall be in accordance with disclosure provisions, usury rates, and other fees and charges authorized by law for banks.

(4)
Loan production offices shall not accept deposits or conduct any other banking functions except those enumerated in paragraph (a) of subsection (1) of this section.

(5)
The department may examine the operations of any loan production office for the purpose of determining that the scope of its activities does not exceed that allowed in this section. Banks operating loan production offices shall maintain copies of records relating to extensions of credit originated in loan production offices at the principal office for examination purposes.

(6)
The application and appeal process set forth in[ KRS 287.061 and] KRS Chapter 13B and the cease and desist powers of the commissioner set forth in KRS 287.690 shall apply to loan production offices.

Section 29.   KRS 287.990 is amended to read as follows:

(1)
Any person who violates subsection (2) of KRS 287.030 may be fined not less than five hundred dollars ($500) nor more than one thousand dollars ($1,000) for each day he is engaged in the private banking business.

(2)
Any institution that fails to make the report required by KRS 287.420 to the commissioner within five (5) days after the report is due or demanded, or that fails to have the report published as required by KRS 287.420, may be assessed and, if assessed, shall pay a penalty of two hundred dollars ($200).

(3)
If any person violates subsection (3) of KRS 287.440 his office shall ipso facto become vacant. The president or cashier of any bank or trust company to which any person becomes indebted in violation of subsection (3) of KRS 287.440 shall immediately report such fact to the commissioner, who may remove the person so offending.

(4)
Any receiver of an insolvent institution who fails to comply with the provisions of this chapter shall be subject to the same penalties provided for solvent institutions and officers so offending.

(5)
Any directors of a bank who knowingly violate, or knowingly permit any officer or employee of the bank to violate, any of the laws relating to banks, shall be jointly and severally liable to the creditors and stockholders for any loss or damage resulting from such violation. If the loss or damage is not made good within a reasonable time, the commissioner, with the consent of the Attorney General, shall institute proceedings to revoke the corporate powers of the bank.

(6)
Any deputy commissioner or any examiner who has knowledge of the insolvency or unsafe condition of a state bank or trust company, or that it is inexpedient to permit the bank or trust company to continue business, and who fails to immediately present a signed report of such facts to the commissioner, or who violates any of the provisions of this chapter, shall forfeit his office and shall be fined not less than one hundred ($100) nor more than two thousand dollars ($2,000) for each offense.

(7)
Any commissioner who has knowledge of the insolvency or unsafe condition of a state bank or trust company, or that it is inexpedient to permit the bank or trust company to continue business, and who willfully fails to take the action prescribed by this chapter, or who violates any of the provisions of this chapter, shall forfeit his office and shall be fined not less than five hundred ($500) nor more than five thousand dollars ($5,000) for each offense.

(8)
Any bank or trust company that knowingly fails to make a report required by law or by the commissioner within the time designated for the making thereof, or fails to include in such report any matter required by law or by the commissioner, or fails to publish a report within thirty (30) days after it should have been published, or fails to pay when due the fees for filing reports or for an examination of the bank, shall be subject to a penalty of one hundred dollars ($100) for each day of delinquency, but the aggregate penalty for each kind of offense shall not exceed one thousand dollars ($1,000).

(9)
Each person, bank, or trust company that willfully makes or transmits a false report or refuses to submit its books, papers, and assets for examination, or any officer of a bank who refuses to be examined under oath concerning the affairs of the bank, shall be severally fined not less than five hundred dollars ($500) nor more than five thousand dollars ($5,000).

(10)
Whenever any fine imposed by subsection (1), (2), (4), (6), (7), (8), (9), (15), (16), (17), or (18) of this section is not paid, the Attorney General shall institute an action, in the name of the state, in the Franklin Circuit Court or the Circuit Court of the county in which the offense was committed, for the recovery of the fine.

(11)
Any person violating any of the provisions of KRS 287.225 shall be guilty of a misdemeanor and fined not less than fifty dollars ($50) nor more than two thousand dollars ($2,000).

(12)
Any person who willfully makes charges in excess of those permitted by KRS 287.720 to 287.770 shall be guilty of a misdemeanor and upon conviction shall be punished by a fine not exceeding five hundred dollars ($500) or by imprisonment for not more than six (6) months, or both.

(13)
Any bank which violates any provision of KRS 287.720 to 287.770, except as a result of an accidental or bona fide error, shall be barred from the recovery of any finance charges permitted by KRS 287.740 and 287.750, and the debtor, or his legal representatives, may recover back, in an action against the bank, any amounts paid to the bank on account of such finance charge; provided such action is commenced within two (2) years from the date such violation first occurred; but the bank may nevertheless recover from the debtor an amount equal to the principal of extensions of credit made pursuant to a revolving credit plan and any charges not prohibited by KRS 287.760.

(14)
Notwithstanding the provisions of subsections (12) and (13) of this section, any failure, other than a willful and intentional failure, to comply with any provisions of KRS 287.710 to 287.770 may be corrected during the billing cycle next succeeding the receipt by the bank of written notice thereof from the debtor, and if so corrected, the bank shall not be subject to any penalty under KRS 287.710 to 287.770.

(15)
Any bank or trust company which violates or any officer, director, employee, agent, or other person participating in the conduct of the affairs of a bank who violates the terms of any order issued under KRS 287.690 which has become final shall forfeit and pay a fine of not more than one thousand dollars ($1,000) per day for each day such violation continues. The fine shall be assessed by the commissioner by written notice. As used in this subsection, the term "violates" includes any action causing, participating in, counseling, aiding, or abetting a violation. In determining the amount of the fine the commissioner shall consider the financial resources and good faith of the bank or person charged, the gravity of the violation, the history of previous violations and such other factors as justice requires.

(16)
Any bank which violates the provisions of KRS 287.065(2)[(3)] may be fined not less than one hundred dollars ($100) nor more than five hundred dollars ($500). The fines may be assessed by the commissioner by written notice.

(17)
Any bank which violates any provisions of KRS 287.100(10) may be fined not less than one thousand dollars ($1,000) nor more than two thousand dollars ($2,000) for the first violation, and may be fined not less than two thousand dollars ($2,000) nor more than five thousand dollars ($5,000) for any subsequent violations.

(18)
Any officer or director who violates the provisions of KRS 287.280(1) may be fined not less than one hundred dollars ($100) nor more than five hundred dollars ($500) for each violation, and any officer or director who violates the provisions of KRS 287.280(2) may be fined not less than five hundred dollars ($500) nor more than two thousand dollars ($2,000) for each violation. The fine may be assessed by the commissioner by written notice.

Section 30.   KRS 413.130 is amended to read as follows:

(1)
In every action upon a merchants' account as described in subsection (10)[(9)] of KRS 413.120, the limitation shall be computed from January 1 next succeeding the respective dates of the delivery of the several articles charged in the account. Judgment shall be rendered for no more than the amount of articles actually charged or delivered within five (5) years preceding that in which the action was brought. If any merchant willfully postdates any article charged in such account, or the receipt for the delivery of it, he shall forfeit ten (10) times the amount of the article postdated, to be credited against the account. This credit shall be allowed in an action on the account, without any written pleadings setting it up.

(2)
In an action to recover a balance due upon a mutual open and current account concerning the trade of merchandise between merchant and merchant or their agents, as described in subsection (11)[(10)] of KRS 413.120, where there have been reciprocal demands between the parties, the cause of action is deemed to have accrued from the time of the last item proved in the account claimed, or proved to be chargeable on the adverse side.

(3)
In an action for relief or damages for fraud or mistake, referred to in subsection (12)[(11)] of KRS 413.120, the cause of action shall not be deemed to have accrued until the discovery of the fraud or mistake. However, the action shall be commenced within ten (10) years after the time of making the contract or the perpetration of the fraud.

Section 31.   KRS 287.235 is amended to read as follows:

(1)
Common trust funds shall not be considered as an entity for income or other tax purposes, nor shall investment in such fund make taxable any property which is otherwise exempt therefrom; and for purposes of taxation, the status of the common trust fund and of each participant therein shall be determined as though there were no common fund and as though each participant was the owner of its proportionate share of every asset held in the common fund. The bank or trust company maintaining said fund shall file a report of said fund with the property valuation administrator as of the ad valorem tax date and shall file annually such income tax information as may be required by the Revenue Cabinet.

(2)
Notwithstanding subsection (1) of this section, if a common trust fund transfers substantially all of its assets to one (1) or more regulated investment companies in exchange solely for stock in the company or companies to which such assets are transferred and such stock is distributed by such common trust fund to the participants in such common trust fund in a transaction which would qualify under Section 584(h) of the Internal Revenue Code of 1986, as amended, for the nonrecognition of gain or loss of such transfer or distribution by the common trust fund, then no gain or loss shall be recognized for Kentucky income tax purposes by the common trust fund by reason of such transfer or distribution or by the participants in such common trust fund by reason of such exchange. 
Section 32.   The following KRS sections are repealed:

287.061   Application for approval -- Hearing.

287.205   When national bank may act as fiduciary.
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