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State of Arkansas

81st General Assembly A B I I I

Regular Session, 1997 HOUSE BILL 1075

By: House Interim Committee on Insurance and Commerce

By: Senate Interim Committee on Insurance and Commerce

For An Act To Be Entitled
"THE ARKANSAS BANKI NG CODE OF 1997."

Subtitle
"THE ARKANSAS BANKI NG CODE OF 1997."

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS

SECTION 1. Title 23 of the Arkansas Code is amended by addi ng six
addi ti onal chapters to read as follow
"Chapter 45
SHORT TI TLE, DEFI NI TI ONS AND M SCELLANEQOUS

23-45-101. Short Title.
This act may be referred to as _The Arkansas Banki ng Code of 1997.

23-45-102. Definitions.

Subj ect to other definitions contained in subsequent sections of this
act, and unless the context otherwi se requires, in this act:

(1) _Affiliate_ neans, with respect to a specified person, a person
that controls, is controlled by, or is under common control w th another
per son;

(2) _Arkansas bank hol di ng conmpany_ neans a bank hol di ng conpany t hat
controls one (1) or nore state bank. For purposes of this definition
_control _ has the nmeaning set forth in 12 U S.C. § 1841(a)(2);

(3) _Arkansas Banki ng Code_ neans The Arkansas Banki ng Code of 1997;

(4) _Bank_ nmeans a state or a national bank;

(5)(A) _Bank hol di ng conmpany_ neans any conpany, foreign or domestic,

i ncl udi ng a bank:
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(i) Wiich directly or indirectly owns, controls, or holds with
power to vote twenty-five percent (25% or nore of the voting shares of any
bank;

(ii) Wiich controls in any manner the election of a majority of
the directors of any bank; or

(iii) For the benefit of whose sharehol ders or nenbers twenty-
five percent (25% or nore of the voting shares of any bank or a bank hol di ng
conpany is held by trustees;

(B) Notwi thstanding the foregoing:

(i) No company shall be a bank hol di ng conpany by virtue of its

ownership or control of shares which are acquired by it in connection with its

underwriting of securities and which are held only for such period of tine as

will pernmit the sale thereof upon a reasonabl e basis;
(ii) No conmpany fornmed for the sole purpose of participating in a
proxy solicitation shall be a bank hol ding conpany by virtue of its control of

voting rights of shares acquired in the course of the solicitation;

(C As used in this definition of _bank hol ding conpany, _ _conpany_
means any corporation, limted liability company, or business trust doing
business in this state but does not include any corporation the majority of

the shares of which are owned by the United States or by any state;

(6) _Bank prem ses_ includes the state bank.s or subsidiary trust
conpany's main office site, all branch and other Iawful office sites, the main
office building and all branch and other lawful office buildings, any or al
of which may have additional space for occupancy by tenants, and any parking
areas or parking structures which constitute adjuncts to any of the state bank
or subsidiary trust conpany property.

(7) _Banking Board_ means the Arkansas State Banking Board;

(8) _Capital base_ nmeans the sum of capital, surplus, and undivided
profits, plus any additions and | ess any subtractions which the Comi ssi oner
may by regul ation prescri be;

(9) _Capital devel opnent corporation_ nmeans a corporation authorized to
be organi zed under the provisions of the Arkansas Capital Devel opnent
Cor poration Act;

(10) _Conmi ssioner_ nmeans the Bank Comm ssi oner

(11) _Court_ nmeans a court of conpetent jurisdiction

(12) _Day_ nmeans a cal endar day;
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(13) _Departnent_ neans the State Bank Departnent of this state;

(14) _Departnent regul ations_ or _Department regul ation_ nmeans
regul ati ons pronul gated by the Commi ssioner with the approval of the Banking
Boar d;

(15) _De novo charter_ means a charter for a bank which has been in
exi stence for less than five (5) years, but it does not include a charter
which is issued in connection with the acquisition of assets or liabilities
froma predecessor financial institution. A bank resulting fromthe
conversion of a savings and | oan association to a bank, fromthe conversion of
a state bank to a national bank, or fromthe conversion of a national bank to
a state bank shall be deenmed to have been in existence, for the purpose of
determ ning whether it has a de novo charter, fromthe date the converting
institution came into existence;

(16) _Deposit_ and _deposit account_ neans the unpai d bal ance of noney
or its equivalent received or held by a bank in the usual course of its
banki ng busi ness and which represents a liability of the bank, for which it
has given or is obligated to give credit, either conditionally or
unconditionally, to a checking, savings, time or simlar account, or which is
evidenced by its certificate of deposit or simlar certificate or a check or
draft drawn agai nst a deposit account and certified by the bank or a draft or
cashier's, officer's or traveler's check or noney order or similar instrument
on which the bank is primarily liable (and which has not been paid) and such
ot her obligations or instruments of a bank as may be included in the
definition of _deposit_ or _deposit account_ in Departnent regulations.

(17) _Depository institution_ means any bank, savings and | oan
associ ation, state or federal credit union, or any corporation that the
Commi ssi oner determ nes to be operating in substantially the same manner as
such entities;

(18) _Federal financial institutions regulatory agency_ neans the
Federal Reserve System including its Board of Governors, the Federal Deposit
I nsurance Corporation, the Conptroller of the Currency, or the Ofice of
Thrift Supervision, or their successors;

(19) _Financial institution_ neans any state bank, bank hol ding
conmpany, or subsidiary trust comnpany;

(20) _Main banking office_ or _main office,_ wth respect to a bank,

means the mai n banking office designated or provided for in the articles of
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i ncorporation of a state bank, and the main office designated or provided for
in the articles of association of a national bank, at such identified |ocation
as shall have been or as hereafter may be approved by the Conmi ssioner, in the
case of a state bank, or by the appropriate federal regulatory agency, in the
case of a national bank;

(21) _National bank_ means a national banking association organized
pursuant to 12 U. S.C. 88 21-215b

(22) _National trust conpany_ neans a conpany organi zed under the | aws
of the United States to conduct trust business and business incidental to
trust business, having its main office in this state, or of which nore than
fifty percent (50% of the voting stock is owned, directly or indirectly, by a
bank hol di ng conpany which also owns, directly or indirectly, an affiliated
bank, as defined in subchapter 8 of Chapter 47 of this title;

(23) _Order_ neans all, or any part, of the final disposition, whether
affirmative, negative, injunctive or declaratory in form by the Commi ssi oner
or the Banking Board, of any matter other than the making of regulations of
general application;

(24) _Person_ neans an individual, corporation, partnership, joint
venture, trust, estate, limted liability conpany or other unincorporated
associ ation or any other legal or commercial entity;

(25) _Predecessor financial institution_ nmeans a depository institution
whose charter ceased to exist in connection with the purchase of its assets or
the assunption of its liabilities by a successor bank;

(26) _Safe deposit box_ nmeans a safe, box or other receptacle for the
saf ekeepi ng of property, which is | ocated on a bank's preni ses and | eased by
the bank to a | essee;

(27) _Savings and | oan association_ means a corporation carrying on the
busi ness of a savings and | oan association or a building and | oan associ ation
under a charter issued by this state, or any federal savings association or
federal savings bank which is chartered under federal |aw,

(28) _State bank_ neans: (a) a corporation created pursuant to either
Act 113 of the Arkansas General Assenbly of 1913 or Act 179 of the Arkansas
Ceneral Assenmbly of 1969 (or pursuant to any predecessor or successor act or
acts of either of the foregoing) and existing and authorized under the | aws of
this state on May 30, 1997, to engage in a general comercial banking

busi ness; and (b) a corporation organi zed under the provisions of this act and
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aut hori zed thereunder to engage in a general conmercial banking business;

(29) _Subsidiary trust company_ neans a corporation organized under the
Arkansas Busi ness Corporation Act, § 4-27-101, et seq. and authorized by the
Commi ssi oner pursuant to subchapter 8 of Chapter 47 of this title or the Bank
Hol di ng Conpany Subsi diary Trust Conpany Formation Act of 1989 to conduct
trust business and business incidental to trust business, having its main
office in this state, of which nmore than fifty percent (50% of the voting
stock is owned, directly or indirectly, by a bank hol di ng conpany which al so
owns, directly or indirectly, an affiliated bank, as that termis defined in

sai d subchapter 8 of Chapter 47 of this title.

23-45-103. Effect on existing financial institutions.

(a) The charters of state banks existing at the time of the adoption of
this act shall continue in full force and effect, and all financial
institutions and, to the extent applicable, all national banks and nationa
trust conpanies, shall hereafter be operated in accordance with the provisions
of this act, and other applicable |aw.

(b) Except as otherwi se provided in this act, the repeal of any
provi sion of Chapters 30-34 of Title 23 of the Arkansas Code at the time of
adoption of this act shall not affect any right accrued or established, or any
liability or penalty incurred, under such provision, prior to the repea
t her eof .

(c) Al powers granted in this act nay be freely exercised by any
financial institution to which such powers apply, wthout the necessity of
anmending its articles of incorporation, unless such articles expressly

prohi bit the exercise of such powers.

23-45-104. Unauthorized activity as a financial institution --
I ncorporation of industrial loan institutions prohibited -- |ndividuals and
partnerships not to transact general comercial banki ng business.

(a) Fromand after May 31, 1997,

(1) It shall be unlawful for any person, by whatever nane call ed,
to do business as a bank within this state or to maintain any office in this
state for the purpose of doing such business, except state banks, and nationa
banks chartered to do business in this state.

(2) No certificate of incorporation for a new state bank in this
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state shall be issued, and no new state bank shall be pernmitted to engage in
busi ness within Arkansas except by perni ssion of the Conm ssioner and upon
approval of an application for a new state bank charter by the Commi ssi oner
and the Banking Board. The issuance of such certificate shall be within the
sol e discretion of the Commi ssioner and the Banki ng Board, and the giving of
such perm ssion shall be within the sole discretion of the Conm ssioner

(3) \Whenever it shall appear to the Comm ssioner that any person
i s conducting business as a state bank wi thout authority, the Comm ssioner may
deternmi ne that such person is fully subject to the Conm ssioner's supervisory
and regul atory powers, and to the provisions of this act.

(4) No new industrial loan institution shall be incorporated in
this state.

(5) No partnership or individual, or other unincorporated person
may |lawfully transact a general conmercial banking business in this state.

(6) No person, other than a bank, national trust conpany or
subsidiary trust conpany, shall be authorized or permitted to engage, conduct
or perform any business operations in this state in which it acts on behal f of
others as a trustee, executor, adm nistrator, custodian, registrar, paying
agent or transfer agent of stocks and bonds, guardian of estates, assignee,
receiver, or in any other fiduciary capacity in which banks, subsidiary trust
conmpani es and national trust conmpanies are authorized to act.

(b) Nothing in this section shall be construed to prohibit or interfere
with the operations of duly and lawfully organi zed savi ngs and | oan

associations or credit unions qualified to do business in this state.

23-45-105. Headi ngs.
The headi ngs and captions contained in this act are for convenience
only, do not constitute any part of the statutes conprising this code, and

shall not be used in construing or interpreting this act.

23-45-106. Rules of construction.

(a) Unless otherwi se specifically indicated, and to the fullest extent
permtted by the Constitution of Arkansas, any reference in this act to an
exi sting state or federal statute or regulation shall mean to such statute or
regul ati on as has been or may in the future be amended or supplemented. |If in

any case such construction is not constitutionally perm ssible, such reference
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shall mean to the statute or regulation as it existed on May 31, 1997.

(b) Unless the context otherw se requires:

(1) Any reference in this act to _applicable law, _ _existing law, _ or
simlar references, shall enconpass the |laws of the executive, legislative and
judicial branches of the appropriate jurisdiction

(2) Any reference in this act to the discretion of the Commi ssi oner
shall mean the sole, uncontrolled discretion of the Conmi ssioner

(3) Any reference in this act to the Federal Deposit |nsurance

Corporation shall also reference any successor thereof.

Chapter 46
STATE BANK DEPARTMENT AND STATE BANKI NG BOARD, REPORTS AND EXAM NATI ONS
Subchapter 1 - GENERAL PROVI SI ONS

23-46-101. Confidential records.

(a) Notwi thstanding the Arkansas Freedom of Information Act, the
followi ng records of the Departnent shall be confidential and shall not be
exhibited or revealed to the public except as stated in this section or in
accordance with Departnent regul ations:

(1) Al examination reports filed with the Departnent;

(2) Al records disclosing information obtained from exam nations;

(3) Investigations and reports revealing facts concerning a financi al
institution, a capital devel opnent corporation, or the customers of such
organi zati ons; and

(4) Al personal financial statements subnitted to the Departnment for
any purpose.

(b) Notwi thstandi ng any provision of this section to the contrary,
records deened confidential in accordance with this section may, in the
Conmi ssioner's discretion, be disclosed as foll ows:

(1) Under a validly issued subpoena and, in the interest of justice,
t he Conmi ssioner may wai ve the privilege created herein and produce
exami nation reports and other related docunments under the provisions of a
protective order entered by a court or administrative tribunal of conpetent
jurisdiction where such order is designed to protect the confidential nature
of the information so disclosed from public dissenination

(2) Oficial orders of the Departnent may be disclosed within the
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di scretion of the Conmi ssioner if the Commi ssioner nakes a determ nation that
such a disclosure would not give advantage to a conpetitor or adversely affect
the safety and soundness of the financial institution; and
(3) To federal financial institutions regulatory agencies and financial
institutions regulatory agenci es of other states.
(c) The Conmi ssioner shall have the power to pronul gate regul ati ons

with regard to disclosure of confidential information.

Subchapter 2 - STATE BANK DEPARTMENT

23-46-201. Creation.
There is created and established, at the seat of government of this

state, a departnment to be known as the State Bank Departnment.

23-46-202. Ofices.

There shall be assigned, by the officer or board having custody of the
public buildings, suitable offices for the business of the Departnent, with
the necessary conveni ences for the transaction of business and the saf ekeeping

of the records of the Departnent.

23-46-203. Seal - Evidentiary effect - Fees.

(a) An appropriate seal shall be procured to be the official seal for
t he Depart nent.

(b) Every paper executed by the Commi ssioner in pursuance of the
authority conferred upon himby | aw and sealed with the seal of the Departnent
or certified by the Departnent shall be received in evidence and recorded in
the proper recording offices in the same manner as deeds regularly
acknow edged.

(c) \Whenever it is necessary for the Comm ssioner to approve any
instrument and to affix the official seal thereto, the Commi ssioner shal
charge a fee as provided by regulation for affixing his approval and the
official seal to such instrunent. Copies of all records and papers in the
office of the Departnent, certified by the Conm ssioner and authenticated by
the seal, shall be received in evidence in all cases equally and of I|ike
effect as the originals thereof. Wenever it is proper to furnish a copy of

any paper filed in the Department and to certify that paper, the Commi ssioner
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may charge a fee as provided by Departnent regul ation

23-46-204. Comni ssioner -- Appointment and renpval

(a) The Governor, by and with the advice and consent of the Senate,
shal | appoint a Conmi ssioner who shall

(1) Be a resident of this state;

(2) Be at least thirty (30) years of age; and

(3) Have not less than five (5) years. experience either in practical
banki ng or in the bank departnment of a state.

(b) The Conmi ssioner shall be the head of the Departnent and shall hold
his office for the termof four (4) years beginning fromthe date of actua
appoi ntment by the Governor and expiring four (4) years fromthat date and
until a successor is appointed.

(c) The Conmi ssioner may be renoved by the Governor fromoffice for
negl ect of duty, nalfeasance, m sfeasance, extortion or corruption in office,
i ncompet ency, or nental or physical disability to such an extrenme as to render
t he Conmi ssioner unable or unfit for the discharge of his duties, or for any
of fense involving noral turpitude while in office comrtted under color of or
connected with such office.

(d) In the event there shall be an inability to serve in the office
caused by death, suspension, renmoval, disability, disqualification or
resignation of the Conmm ssioner, a deputy comm ssioner previously designated
by the Conmi ssioner shall exercise the powers and performthe duties of the
Commi ssi oner until a successor is appointed by the Governor, with the advice
and consent of the Senate, who shall serve for the renmainder of the unexpired

termfixed by | aw

23-46-205. Conmissioner - Powers and duties.

(a) The Conmi ssioner shall be charged with the general supervision of
financial institutions, the execution of all |aws passed by the State of
Arkansas relating to the organi zation, operations, inspection, supervision
control, liquidation, and dissolution of banks, bank hol di ng conpani es,
subsidiary trust conmpani es, and the general commercial banking busi ness of
Arkansas, and such other duties as prescribed by |aw.

(b)(1) The Commi ssioner shall have the power to issue such rules and

regul ati ons as nay be necessary or appropriate to carry out the intent and
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purposes of all those laws and to issue cease and desi st orders agai nst any
financial institution, or an officer, director or enployee of any financial
institution, found to be violating federal banking |aws or regul ati ons,
violating the banking laws of this state or Departnent regulations, violating
any regul atory agreenent, or jeopardizing the safety and soundness of any
financial institution.

(2) The Conmissioner may issue rules or regulations only with the
approval and consent of the Banking Board, but he shall have power to issue
cease and desist orders upon his own notion. Nothing in this section shall be
construed to curtail the Comn ssioner's power to issue energency rules and
regul ations with the approval and consent of the Banking Board.

(3) Any person subject to a cease and desist order issued by the
Commi ssi oner that shall refuse or fail to conply with the ternms of such order
may be assessed a nmonetary penalty for such failure to conply with the
provi sions of the cease and desist order after a ten-day notice given by the
Commi ssioner to the institution or person subject to the order. The anpunt of
the nonetary penalty shall not exceed one thousand dollars ($1,000) per day of
vi ol ati on agai nst each institution and each officer, director or enployee
contributing to the institutions or individual's failure to conply with the
provi sions of the cease and desist order. Subject to such Iinmtation, the
anount of the nonetary penalty shall be deternined by the Conmi ssioner

(4) The Conmissioner may issue a cease and desist order for renoval of
an officer, director, enployee, agent or any other person participating in
the affairs of or otherwi se connected with a financial institution subject to
the supervision of the Comr ssioner, or any affiliate thereof, fromservice to
that institution or affiliate if he or she is found by the Comni ssioner to be
or of having been:

(A) Violating state or federal law, rules and regul ations of a federa
financial institutions regulatory agency, or Departnment regul ations;

(B) Acting inconpetently, recklessly, or dishonestly;

(© Indicted of a crinme involving noral turpitude; or

(D) Oherwise inpairing the safety and soundness of the financial
institution.

(5) Any person aggrieved and directly affected by an order of the
Commi ssi oner issued pursuant to this section is entitled to judicial review

A person so aggrieved may seek judicial review by petition to a chancery court
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having jurisdiction in the matter. Such petition nmust be filed within seven
(7) days fromthe date of issuance of the order

(c) Departnent regulations shall be distributed, in form and net hod
sel ected by the Conmissioner, to all state banks chartered in the State of
Ar kansas.

(d) In addition to other powers, the Conmm ssioner shall have the power
and authority to:

(1) Inspect and copy all books, records, and other information relating
to the financial institutions he regul ates;

(2) Restrict withdrawal of deposits from state banks under
extraordi nary circunstances;

(3) Subpoena witnesses, conpel their attendance, require production of
evi dence, and adni ni ster oaths;

(4) Approve or disapprove applications for new state bank charters or
branch facilities in connection with failed institutions as provided in 23-48-
511;

(5) Approve or disapprove applications for voluntary liquidations as
provi ded in 23-50-103;

(6) Define any termor phrase used in this act which is not defined by
this act;

(7) Issue orders, declaratory statenents, disseninate information, and
ot herwi se exercise discretion to effectuate the purposes of this act and al
| aws described in subsection (a) hereof, and to interpret and inplenent the
provi sions of those laws consistently with such purposes;

(8) Authorize state banks to engage in any banking activity in which
nati onal banks are authorized or may hereafter be authorized by federa
| egi slation or regulations to engage; and

(9) Cooperate with federal financial institutions regulatory agencies.

(e) As soon as practicable after acceptance of any application referred
to either in this act or in Department regulations for filing, regardl ess of
whet her such application is of a type referred to in 23-46-403, and receipt of
the filing fee therefor, the Conmi ssioner shall cause the nerits of the
application to be investigated. The investigation shall enable the
Commi ssioner to determine the fitness of the applicants, and shall address al
questions which bear directly or indirectly upon the appropriateness of

granting the application and the need fromthe public standpoint for granting
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the application. To the extent that the Comm ssioner deens it appropriate,
the scope of the Commi ssioner's investigation of any application may include
the investigation of those matters described in 23-48-304 pertaining to

applications for new state bank charters.

23-46-206. Enmpl oynent and duties of staff generally.

(a) The Conmi ssioner shall enploy fromtime to time such assistants,
exam ners, clerks, stenographers, counsel and such other personnel as he may
find necessary to properly and efficiently discharge the duties of his office.

The Conmi ssioner shall be authorized to set mnimumqualifications for these
persons and to fix their levels of conpensation within the linmtations of the
nunbers of such enpl oyees and the appropriations for their salaries as
provided fromtime to time by acts of the General Assenbly, provided he shal
i ncur no expense until an appropriation shall have been made therefor nor in
excess of the revenues of the Departnent.

(b) Counsel enployed by the Commi ssioner shall advise the Comm ssioner
inall legal matters affecting the Departnment.

(c) Notwi thstandi ng any other provisions of state law, and in order to
mai ntain the confidentiality of information and the security of Departnent
personnel in the performance of their duties, the Comm ssioner shall be
authorized to establish travel reinbursenment guidelines for paynment of
expenses of Departnent personnel incurred in the performance of their duties.

(d) If the Commissioner is not hinself at any tine available for the
transaction of any specific matter conmitted by law to his authority or
di scretion, any one of the deputy comm ssioners, or any other staff nenber so
desi gnated by the Conmi ssioner in witing, may transact such matter in the
nane and stead of the Comm ssioner

(e) The Conmi ssioner, each nenber of the Banking Board, the deputy
conmi ssi oners, chief exami ners, counsel, each exaniner, each accountant, each
attorney, and each other officer, person and/or enployee of or for the
Departnment shall not be personally liable for danages occasi oned by his
official acts or onmissions, except when such acts or om ssions are corrupt and
mal i ci ous. The Attorney General shall defend any action brought against any
of the above-nentioned persons by reason of his official acts or onissions,
regardl ess of whether at the tinme of institution of the action the defendant

has term nated his service with the Departnent.
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23-46-207. Interests in state banks prohibited.

(a) No enployee or officer of the Departnent who participates in the
exam nation of a financial institution, or who nay be call ed upon to make an
of ficial decision or deternmination affecting the operation of a financial
institution, shall be an officer, director, attorney, owner, or hol der of
stock in any state bank, or bank hol ding conpany which owns or controls a
state bank subsidiary, or receive, directly or indirectly, any paynent or
gratuity fromany such organi zati ons. A person subject to this section nay
not borrow noney froma state bank except as provided in subsection (b)
her eof .

(b) A person subject to this section my:

(1) Be a depositor in any financial institution that the Departnent
regul ates, and participate in such overdraft prograns associated with such
deposit relationshi ps as the Comni ssi oner may, by regulation, allow, and

(2) Purchase banking services, other than credit services, under rates

and terns generally available to other custonmers of the financial institution

23-46-208. Enpl oyee bonds.

(a) Al enployees shall be required to furnish bonds in such anpunts as
t he Conmi ssioner shall deem sufficient to cover the liabilities of their
respective positions, which bonds nay be made by any guaranty conpany
aut horized to do business in this state.

(b) The fees paid by any officer or enployee of the Departnent to any
guaranty or bondi ng conpany for a fidelity bond shall be considered and
charged as expenses of the Department. However, the expense of any fidelity
bond witten on a special deputy commi ssioner appointed as special |iquidating
agent for an insolvent state bank or subsidiary trust conmpany shall be paid
out of the assets of the insolvent state bank or subsidiary trust conpany.

(c) No expense shall be incurred until an appropriation shall be made
for such purpose, and in no case shall any liability be created for the state

in excess of the appropriation therefor

23-46-209. Records and financial reports -- Disposition of funds.
(a) The Conmissioner shall keep a true and perfect record of all of the

busi ness of the Departnment and shall make nmonthly reports to the State Auditor
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of all fees collected by him which he shall pronptly pay to the State
Treasurer, taking duplicate receipts therefor, one (1) of which shall be filed
with the Auditor of State.

(b) Al fees and other revenues received by the Departnent shall be
deposited into the State Treasury as special revenues and credited to the Bank
Department Fund to be used solely for the paynment of the expenses of the
Depart ment pursuant to the appropriations therefor

(c) The Auditor of State shall, upon proper voucher fromthe
Commi ssi oner, issue his warrant on the State Treasurer in paynment of al

sal ari es and ot her expenses incurred in the adm nistration of this act.

23-46-210. Annual and biennial reports of Conmi ssioner

(a) The Conmi ssioner shall make an annual report to the Governor of the
wor k and the business of the Departnment, which shall enbrace a statenment of
all receipts and expenditures and the name, officers, directors, domcile,
capital, surplus, net profits, and deposits of each state bank, in the state,
and such other information as the Conmi ssioner deens advi sable.

(b) He shall also, biennially, nake a detailed estinmte of the expenses

of the Department for the two (2) succeeding fiscal years.

23-46-211. Retention of Department Records.

(a) The Departnent shall retain its general records for at |east ten
(10) years, with the followi ng exceptions:

(1) Transcripts of hearings before the Banking Board or the Commi ssi oner
shall be retained for at least three (3) years;

(2) Applications submitted to the Departnent shall be retained for at
| east three (3) years;

(3) Articles of incorporation and amendnments thereto, and stock transfer
certificates and approvals shall be retai ned permanently, except in cases
where such records concern a bank whi ch has been nmerged, sold or |iquidated,
in which cases such records shall be retained for at |least five (5) years.

(b) Inlieu of retention of the original records thereof, the Departnent
may cause any or all of its records and records held at any tinme in its
custody to be photographed or otherw se reproduced in permanent form Any
such photograph or other reproduction shall have the same force and effect as

the original thereof, and be admtted into evidence equally as with the
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origi nal

Subchapter 3 -- STATE BANKI NG BOARD

23-46-301. Creation -- Menbers -- Staff, etc.

(a) There is created a conmi ssion which shall be known as the _State
Banki ng Board_.

(b)(1) The Banking Board shall be conmposed of six (6) nenbers appointed
by the Governor, subject to confirmation by the Senate, for terns of five (5)
years or until a successor has been appointed and qualifi ed.

(2) At the tinme of their appointnment, all menmbers of the Banki ng Board
shal | be, and shall continue thereafter to be, residents of the State of
Arkansas. They shall be of the age of thirty (30) years or over

(3) Board nenbers serving on May 30, 1997, shall continue to serve the
remai nder of their terms.

(c)(1) For purposes of filling vacancies on the Banking Board, nenbers
shall be nunbered one (1) through six (6), inclusive.

(A) Three (3) nenbers shall be designated banker menbers; two (2)
menbers shall be designated public nmenbers; one (1) nmenber shall be designated
as the representative of the elderly. A banker nmenber is a person whose
primary occupation is banking; a public nmenber is a person whose prinmary
occupation is outside the field of banking; the representative of the elderly
shall be sixty (60) years of age or older and shall not be actively engaged in
or retired fromthe occupation of banki ng.

(B) One (1) of the banker menbers shall be designated the Depart nent
menber, and the other two (2) shall be designated the Arkansas Bankers.
Associ ati on nenbers. These positions are to be determined by |ot.

(2) On the occasion of a vacancy on the Banking Board of a Departnent
menber, a successor shall be selected fromanong two (2) or nore bankers whose
nanmes shall be supplied by the Commi ssi oner

(3) On the occasion of a vacancy in the Banking Board of one (1) of the
Arkansas Bankers' Association banker nenbers, a successor shall be selected
fromanong two (2) or nore bankers whose nanes shall be supplied by the
Arkansas Bankers' Associ ation.

(4) The Governor shall make the appoi ntnent of all successor Banking

Board nmenbers from anong those persons reconmended as provided in this
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section, provided that the Banking Board shall consist of one (1) nenber from
each of the four (4) congressional districts as prescribed in Arkansas Code 7-
2-101 et seq., and two (2) nmenmbers fromthe state at large, one (1) of whom
shall be the representative of the elderly.

(d)(1) No nenber of the Banking Board shall receive, directly or
indirectly, any conpensation or reconpense for his services on the Banking
Board.

(2) Notwi thstandi ng Arkansas Code 25-16-901 et seq., should any nmenber
of the Banking Board live outside the capital city of the state, he may, upon
application to the Commi ssioner, be reinbursed, out of the income of the
of fice of the Conmi ssioner and in the manner provided by law, for such actua
travel and subsi stence expense as may actually have been incurred by himin
connection with attendance at any neeting of the Banking Board.

(e) The office of the Comm ssioner shall be the office of the Banking
Board.

(f) The Banking Board may select as its secretary, a deputy bank
comi ssi oner or a stenographer enployed in the office of the Commi ssioner, but
no conpensation shall be paid to any person whatsoever for services rendered
as secretary of the Banking Board.

(g) Except as provided in 23-46-402, the presence at any neeting of at
| east four (4) nenbers of the Banking Board shall be necessary to constitute a
quorum and the concurring votes of not less than a majority of the nenbers
present at any neeting shall be necessary to the decision of any question or
i ssue or the authorization of any action. The representative of the elderly

shall be a full voting nmember.

23-46-302. Special Banking Board nenbers.

(a) Wen any nmenmber of the Banking Board is disqualified for any reason
to hear and participate in the determ nation of any matter pending before the
Banki ng Board, the Governor shall appoint a qualified person to hear and
participate in the decision on the particular matter

(b) The special Banking Board nmenmber so appointed shall have al
authority and responsibility with respect to the particular matter before the
Banki ng Board of a regular Banki ng Board nmenmber but shall have no authority or

responsibility with respect to any other matter before the Banki ng Board.
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23-46-303. Study of banking statutes.
The Banking Board is authorized, at such tines as it deens appropriate,
to request a review or study of state banking |aw and reconmend any changes

that it nmay deem appropriate to the Governor

23-46-304. Powers of the Banking Board -- Filings with the
Conmi ssi oner.

(a) In addition to all other powers conferred by Arkansas |aw, the
Banki ng Board shall have the power and duty to:

(1) Approve or disapprove applications for charters for new state
banks, except applications for new state bank charters in connection with
failed institutions as provided in 23-48-511;

(2) Approve or disapprove applications for the merger or consolidation
of one (1) or nore banks or one (1) or nore savings and | oan associations into
a state bank;

(3) Approve or disapprove applications for the purchase by one state
bank of over fifty percent (50% of the assets of another depository
institution, and applications for the assunption by one state bank of over
fifty percent (50% of the liabilities of another depository institution

(4) Approve or disapprove applications by a savings and | oan
association to convert to a state bank;

(5) Approve or disapprove applications for anendnents to the articles of
i ncorporation of an existing state bank

(6) Approve or disapprove applications for the relocation of a state
bank's main office fromone (1) nunicipality to another

(7) Approve or disapprove rules and regul ati ons promul gated by the
Conmi ssi oner;

(8) Authorize a state bank under circunstances in which it is not given
authority under state law to participate in any public agency hereinafter
created under the laws of this state or of the United States, the purpose of
which is to afford advantages or safeguards to banks or trust companies, and
to authorize conmpliance with all requirements and conditions inposed upon such
partici pants;

(9) Subpoena witnesses; and

(10) Require such clerical and technical assistance as is necessary or

appropriate to carry out its duties.
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(b) Upon the submission to it by the Comm ssioner of each application
t he Banki ng Board shall review the results of the Conm ssioner's investigation
and make such further investigation, if any, as it nay deem appropriate to
enable it to deternmine the fitness of the applicants, the need fromthe public
standpoint for the granting of the application, and all other questions,
whet her or not of like kind with those referred to in this section, which bear
directly or indirectly upon the need or desirability fromthe public
standpoint for the granting of the application.

(c) Filing with the Comm ssioner of any application or docunent
required by this act or by Departnment regul ations shall be public notice of
the matters contained in that application or docunment. The Conm ssioner shal
mai ntai n such applications or docunents in his custody. Upon request, the
Commi ssi oner shall provide verification of the filing and reasonable access to
i nspection by the public. Nothing in this section shall be construed to
nmodi fy the prohibitions upon the disclosure of confidential information
contained in 23-46-101, or the Comnri ssioner's authority to issue regulations

concerning the disclosure of confidential information

23- 46- 305. Appl i cations.

(a) Al applications for which the Banking Board is enpowered to
consi der for approval or disapproval shall, as soon as practicable, be
subnmitted by the Conmmi ssioner to the Banking Board for consideration at a
regul ar neeting of the Banking Board or at a special neeting called for the
pur pose t hereof.

(b) Applications of the types described in subsections (a)(1) through
(a)(4) of 23-46-304 nmust denpnstrate that the applicant has such mnini mum

anount of capital as the Comni ssioner may require.

Subchapter 4 -- PROCEEDI NGS BEFORE BOARD AND COWVM SSI ONER

23-46-401. Applicability.

Not hing in this subchapter is intended to have any application to:

(1) A nerger under which a state bank nmerges into a national bank; or

(2) Any consolidation proceedi ng under which a state bank becones
consolidated into a national bank; or

(3) Any proceeding under which a state bank is converted into a
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nati onal bank or a national bank is converted into a state bank.

23-46-402. Meetings of board -- Notice.

(a)(1) The Chairman of the Banking Board or the Conmi ssioner may call a
speci al nmeeting of the Banking Board upon notice through a persona
comuni cation with each nenber of the Banking Board by tel ephone or through a
written notice transmitted by ordinary, certified, or registered nail,
personal delivery, overnight delivery, or telefacsinle directed to each
menber of the Banking Board at his business or residence address as shown on
the records of the Banking Board.

(2) The records of the Departnent shall affirmatively reflect the time
and manner in which the neeting was called and notice thereof given

(b) The Banki ng Board nmenbers may wai ve any notice of a special neeting
by signing a witten consent to the holding of the nmeeting or by appearing at
the neeting and participating therein.

(c) I'n the instances where notice of a special nmeeting is not waived by
t he Banki ng Board nenbers, such notice shall be given to the Banki ng Board
menbers at |east fourteen (14) days before the neeting.

(dy If at any tine it is inpossible for the Comr ssioner or the
chairman to give notice of a nmeeting to Banking Board nenbers because of the
death, disability, or absence fromthe state of such nmenbers, a neeting of the
Banki ng Board may be called by notice given to such nenbers as are avail abl e.

In this event, the unani mous action of three (3) of the nenbers who were so
served with notice shall be the action of the Banking Board. This rule shal
al so be applicable in situations where, under subsection (g) of this section,
the Banking Board is permitted to act informally wi thout a fixed neeting.

(e) The Banking Board may al so hold regular nmeetings on dates fixed in
its procedures, policies, and regul ations.

(f) The Banking Board may pernit any or all of its menmbers to
participate in a regular or special neeting by, or conduct the neeting through
the use of, any neans of comrunication by which all nenbers participating may
si mul t aneously hear each other during the nmeeting. A menber participating in
a neeting by this neans is deened to be present in person at the neeting.

(g) Matters other than applications described in this section requiring
t he Banki ng Board_s consi deration, and which are not contested may, in the

Commi ssi oner _s di scretion, be considered by the Banking Board through nmailing
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or delivering of all necessary docunents and correspondence to all Banking
Board nenbers no formal neeting being necessary. Applications subnmitted to
t he Banki ng Board according to this procedure nust be filed with the
Commi ssioner for at |east three (3) days prior to subnmission to the Banking
Board with no protests having been filed. Were the application is thus
subnmitted, the witten approval or disapproval endorsed upon the application
or a copy thereof, and transnitted to the Conmi ssioner by at |east four (4)

menbers of the Banking Board shall represent the action of the Banking Board.

23-46-403. Applications -- Publication of notice.

(a) When any of the followi ng applications are filed with the
Commi ssi oner, the sponsors of such applications shall give notice of filing
t hrough publication by one (1) insertion in a newspaper published in the City
of Little Rock and having a general and substantially statew de circulation

(1) An application for the issuance of a new state bank charter; or

(2) An application for the nerger or consolidation of one (1) or nore
banks into a state bank; or

(3) An application for the nerger or consolidation of one (1) or nore
savi ngs and | oan associations into a state bank; or

(4) An application for the purchase by one (1) state bank of over fifty
percent (50% of the assets of another depository institution, or an
application for the assunption by one (1) state bank of over fifty percent
(50% of the liabilities of another depository institution; or

(5) An application for the change of a state bank.s place of business
fromone (1) nmunicipality to another

(b) The sponsors of the applications described in subsection (a) hereof
shall give witten notice of filing through the United States mail to al
banks:

(1) In the case of an application described in subsection (a)(1)
hereof, in the county wherein the nain office of the proposed new state bank
is to be located; or

(2) In the case of an application described in subsection (a)(2) or
(a)(3) hereof, in the county wherein the main office of the resultant state
bank is located or is to be |ocated, and the counties in which the main

of fices of the banks or savings and | oan associations which are parties to the
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merger or consolidation are |ocated; or

(3) In the case of an application described in subsection (a)(4)
hereof, in the county wherein the nain office of the purchasing state bank is
| ocated, and the county wherein the nain office of the bank or savings and
| oan association, the assets of which are proposed to be purchased, is
| ocat ed; or

(4) In the case of an application described in subsection (a)(5)
hereof, in the county wherein the nmain office of the applicant state bank is
|l ocated and, if different, the county to which the applicant state bank

proposes to relocate such main office.

23-46-404. Applications fees -- Comr ssioner regul ations.

(a) The Banking Board shall have the power to set and inpose fees for
any and all applications, regardl ess of whether such applications are of a
type described in 23-46-403, which are reasonably calculated to defray the
costs associated with the consideration, investigation and processing of those
applications.

(b) The Conmi ssioner may issue rules and regul ati ons specifying the
ci rcunst ances under which any application nmust be filed, and the procedura
and substantive requirenments governing the filing of any and all applications
of whatever type. The Commi ssioner may al so issue rules and regul ations

requiring the subni ssion of applications that are not described in this act.

23-46-405. Investigation -- Notice of hearing.

(a) When the departmental investigation pursuant to 23-46-205 or 23-48-
304 is closed, and the application fees have been paid, an application filed
pursuant to 23-46-403 shall be referred to the Banking Board for consideration
by it and the Commi ssioner at a public hearing.

(b) Notice of the time, place, and purpose of the neeting shall be
given at least thirty (30) days before the hearing as follows:

(1) By letter fromthe Comm ssioner to the sponsors of the application
and to each bank to which the sponsors of the application are required to give
written notice pursuant to 23-46-403(b); and

(2) By letter fromthe Comm ssioner to each person who has notified the
Departnment of an intention to oppose the application, provided that if a group

of persons has protested the application, the notice may be given to one (1)
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menber of the group; and

(3) By release to news nedia.

23-46-406. Heari ng.

(a) No person shall appear in opposition to the application unless such
person shall have filed a witten protest to the granting of the application
within thirty (30) days after the date of the notice of the filing of the
application. Such protest nmust state the grounds for objection and nust be
acconpanied by a filing fee of not less than two thousand dollars ($2,000) nor
nore than five thousand dollars ($5,000) for each protestant, such anpbunt to
be set by Department regul ation.

(b) At the hearing all persons sponsoring the application and any person
meking a tinely witten protest against the application may appear. The

attorneys for any such person may appear and be heard.

(c) The Conmissioner will participate with the Banking Board in the
heari ng.

(d) The Banking Board or the Conmi ssioner may subpoena w tnesses on
their own notion or on the request of any party to the proceedings.

(e) The adm ssion of evidence at such hearing shall be controlled by §
25-15-213. The parties shall have the right to cross-exani ne w tnesses.
O ficial notice may be taken of judicially cognizable facts and of generally
recogni zed technical or scientific facts within the Banking Board's

speci ali zed know edge. The parties may bind thensel ves by stipul ation

(f) The applicant shall be responsible for procuring and paying for a
verbati mrecord of the proceeding. It will be the duty of the applicant to
furnish at |least one (1) copy of the transcript to the Commi ssioner free of

char ge.

23-46-407. Decision --- Judicial review

(a) The Banking Board shall render its decision in witing, at or after
a hearing before it, which decision shall include the Banki ng Board:s

findings of fact and concl usi ons of |aw.

(b)(1) If the application is approved by the Banki ng Board, the
Commi ssi oner may, in the event that he also shall approve the application
grant the relief sought. If the Commi ssioner does not concur in the Banking

Board.s grant of the application, the relief sought shall not be granted, and
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t he Conmi ssioner.s witten decision stating his reasons for not concurring
shall be attached to the copy of the Banking Board.s decision and shall be
mai | ed to each person which actively appeared and participated in the hearing.

(2) If the Banking Board shall disapprove the application, the
Commi ssi oner shall not grant the relief sought.

(c)(1) The time for filing a petition for judicial review under the
Arkansas Admi nistrative Procedure Act, § 25-15-201 et seq., shall run fromthe
date the final decision of the Banking Board is mailed or delivered, in
written form to the parties desiring to appeal

(2) The hearing of such a petition for review will be advanced on the

docket of each reviewing court as a matter of public interest.

Subchapter 5 -- REPORTS AND EXAM NATI ONS

23-46-501. Call for reports.

The Conmi ssioner shall have power to call for reports from state banks
and subsidiary trust conpani es whenever deened necessary, in order to obtain a
full and conplete know edge of their condition or the status of their
reserves, but he shall call upon each of themfor at |east two (2) reports

each year.

23-46-502. Statenment on call

(a) Every state bank and subsidiary trust conpany operating under the
supervi sion of the Commi ssioner shall make to the Comm ssioner, whenever
required by him a statement of its assets and liabilities as shown by its
records at the close of business on the day designhated, which day shall be
prior to the call of the Conm ssioner

(b) The Commi ssioner shall not give notice to any person whonsoever of
the date on which he will call for the statenent.

(c) The reports shall be verified by the institution's president, or a
vice president, and in addition thereto, shall be attested by not | ess than
two (2) directors.

(d)(1) The reports required by this section shall enbrace the anount of
pai d-up capital, surplus, net undivided profits, deposits, and all other
liabilities of whatsoever character

(2)(A) It shall also state the anpunt | oaned upon real estate, notes,
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bills of exchange, overdrafts, bonds, and other securities, stating the actua
mar ket val ue of the bonds or securities, the ampunt invested in real estate
for banking prem ses, other real estate owned, when and how acquired, and the
actual cost, cash on hand and on deposit in other banks, subject to check,
with the amobunt and character of all other assets, together with such other
i nformati on as the Conm ssioner may require.

(B) Any commercial or other unsecured paper past due twelve (12) nonths,
on which the interest is unpaid and not in process of collection, shall not be

i ncluded as an asset in the report.

23-46-503. When exani nations nade.

(a) The Commi ssioner shall, as often as nmay be deenmed necessary or
proper, appoint suitable persons to nake an exam nati on of each state bank or
subsidiary trust conpany.

(b)(1) A thorough exanmination into the affairs of each state bank or
subsidiary trust conmpany shall be made at |east once every twenty-four-nmonth
peri od; provided however, the twenty-four-nmonth period nay be extended to a
thirty-six-nmonth period if an interimthorough exam nation is perforned by the
state bank.s or subsidiary trust conpany's prinmary federal regulatory
authority.

(2) The Commi ssioner may authorize exaninations at nore frequent

intervals if he shall deemit proper

23-46-504. Exanmination of affiliates.

The Conmi ssioner may make at any tine, and fromtine to tine, such
exam nations of the affairs of affiliates of state banks or of affiliates of
subsidiary trust conpani es as shall be necessary to disclose fully the
rel ati ons between the state banks and their affiliates or between the
subsidiary trust conpanies and their affiliates, and the effect of those

relations on the affairs of the state banks or subsidiary trust conpanies.

23-46-505. Nonconpliance with banking | aw -- Special exani nations.

Whenever it shall conme to the know edge of the Comm ssioner that any
state bank or subsidiary trust conpany has failed or refused to conply with
any of the provisions of this act, with any provision of federal |aw or

federal regulations applicable to financial institutions, with any Depart nent
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regul ations, or with any direction of the Conmm ssioner nade specifically to
that state bank or subsidiary trust conpany as a result of an exam nation into
its affairs, he is authorized, as a penalty for that failure or refusal, to
make a special exam nation of the state bank or subsidiary trust company, to
charge and collect the same fees therefor as for a regular exam nation and to
continue such exam nations and charges at intervals of thirty (30) days or

Il ess until such provisions, regulations, and directions are conplied wth.

23-46-506. Exami nation procedure.

(a) The Conmi ssioner or any exani ner appointed by him shall have power
to make a thorough examination of all the records and affairs of any state
bank, any Arkansas bank hol di ng conpany, or any subsidiary trust conpany.

(b)(1) In making exam nations, the representative of the Departnent my
exam ne under oath any stockhol der, director, officer, agent, clerk, or other
enpl oyee or representative of the state bank, Arkansas bank hol di ng conpany,
or subsidiary trust conpany, or any other person, touching the matters he nay
be authorized to inquire and exam ne into.

(2) He may subpoena and, by attachnent, conpel the attendance of any
person in this state to testify under oath before himin relation to the
affairs of the state bank, Arkansas bank hol di ng conpany, or subsidiary trust
conmpany. All witnesses who appear in obedience to a subpoena shall be
entitled to and shall receive the sanme per diemfees and nileage as w tnesses
incivil cases in the circuit courts of this state.

(c)(1) The representative of the Department making the exam nation shal
make a detailed report of the financial institution so exam ned, which report
shall be filed in the office of the Conmi ssioner

(2) All coments or criticisnms contained in each report shall be
presented to the board of directors by the managenment of the financial

institution so exam ned pronptly after receipt thereof.

23-46-507. Information furnished state or federal agencies.

(a) The Conmissioner may share with or furnish to any state or federa
financial institutions exam ner or regul atory agency, copies of any or al
exam nations or any information with reference to the condition of the affairs
of any state bank, subsidiary trust conmpany, or other institution which the

Depart nment regul at es.
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state and f ederal
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is authorized to enter into cooperative

financial institutions regulatory

agenci es to achi eve the purposes of this act.

23-46-508.

(a) The Conmi ssioner

conmpany's aut hori

busi ness whenever

(1) Refuses to submit the books,

Noncooperati on wi th exani ners.

may revoke a state bank.s or subsidiary trust

ty to transact business and may proceed to wind up its

any officer of the state bank or subsidiary trust conpany:

papers, and effects thereof to the

i nspection of the Comn ssioner or exam ners; or

(2) I'n any

exam ner, in the discharge of his duties;

manner obstructs or

interferes with the Conm ssioner, or

or

(3) Refuses to be exami ned on oath touching the affairs of the financial

institution.

(b) The Conmi ssi oner

of ficer of any fi

may i ssue a cease and desi st order whenever an

nanci al institution acts in any nmanner described in

subsections (a)(1) - (a)(3) of this section.

23-46-5009.

f ees.

Assessnent fees, application fees, and other Departnment

(a) Every state bank and subsidiary trust conpany shall pay to the

Departnent, within ten (10) days after

mont hs of January and July of each year

notice fromthe Commi ssioner in the

an assessnent fee which will be

charged in accordance with an assessnent fee schedul e approved by the

Commi ssi oner.

(b) The Conmi ssi oner

with the approval of the Banking Board, shal

al so have the authority to establish a schedule of fees to be charged by the

Departnent relative to applications which are reviewed by the Departnent, as

well as a schedule of other fees to be charged for service perforned by the

Depart ment.

(c) For each exam nation made in excess of two (2) per year, the state

bank or subsidiary trust conmpany so exam ned shall pay an additiona

assessnment equal

to the January assessnment of the year in which the excess

exani nation i s nmade.

(d)(1) The assessnents provided for

t he Conmm ssi oner

if the assessnents,

in this section may be reduced by

with other fees received by the

26
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Departnment, produce a greater sumthan is required to pay the expenses of the
Depart ment.
(2) The assessnments may be increased if not sufficient, in connection
with other fees received as aforesaid, to defray the expenses of the

Depart ment.

23-46-510. Failure to make report or pay fees -- Penalty.

(a) Any financial institution that refuses or fails, for thirty (30)
days after notice fromthe Comnr ssioner, to make any report to the
Commi ssioner, or fails to pay any fees for ten (10) days after the date of
notice by the Commi ssioner, shall be given an additional notice through
personal service or by letter from such person of the office of the
Commi ssi oner as the Conmi ssioner may designate.

(b) If the failure continues for ten (10) days after the receipt of the
addi ti onal notice, then the Comm ssioner nay assess a nonetary penalty agai nst
the financial institution for each separate failure or refusal of one hundred
dol I ars ($100) each day for the first thirty (30) days after receiving the
noti ce of delinquency fromthe Conm ssioner and one thousand dollars ($1, 000)
per day of violation for every day thereafter. Alternatively, in the case of
a state bank or subsidiary trust conpany, if the failure continues for ten
(10) days after the receipt of the additional notice, the Comni ssioner may
take charge of the state bank or subsidiary trust conpany, as provided in case

of insolvency.

23-46-511. Retention of records.

(a) Every state bank or subsidiary trust conmpany shall retain its
busi ness records for such periods as are or may be prescribed by or in
accordance with the terns of this section.

(b) Each state bank or subsidiary trust conpany shall retain
permanently the m nute books of neetings of its stockhol ders and directors,
its capital stock |edger and capital stock certificate | edger or stubs, and
all records which the Conm ssioner and Banki ng Board shall, in accordance with
the ternms of this section, require to be retained permanently.

(c) Al records, other than those described in subsection (b) hereof,
shall be retained for such periods as the Commi ssi oner and Banki ng Board, in

accordance with the ternms of this section, shall prescribe.
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(d) The Conmi ssioner shall issue regulations, with the approval of the
Banki ng Board, prescribing the period for which records nust be maintai ned.
Such periods may be permanent or for a term of years.

(e) Any state bank or subsidiary trust conpany may di spose of any
records which have been retained for the period prescribed in accordance with
the terms of this section and shall, after it has disposed of a record,
thereafter be under no duty to produce such record in any action or
proceedi ng.

(f) In lieu of retention of the original records, any state bank or
subsidiary trust conmpany may cause any or all of its records, and records held
at any time in its custody, including those held by it as a fiduciary, to be
phot ographed or ot herw se reproduced in permanent form Any such phot ograph
or other reproduction shall have the same force and effect as the origina

thereof and be admitted into evidence equally as with the original

23-46-512. Changes in chief executive officer and directors.

Every financial institution shall report pronptly to the Comn ssioner
any change for whatever reason in the chief executive officer and directors,
including inits report a statenment of the past and current business and

prof essional affiliations of the new chief executive officer and directors.

Chapter 47
BANK POVERS
SUBSI DI ARY TRUST COMPANI ES
Subchapter 1 -- PONERS GENERALLY
23-47-101. Powers of State banks generally.
(a) Subject to any Department regul ations, and consistent with any
restrictions inposed by this act, each state bank shall, unless it shall be
deternmined to be unsafe and unsound by the Conmi ssioner, and w thout specific

mention thereof in its articles of incorporation, have the followi ng powers
and be permtted, in addition to other powers conferred upon it by other
provi sions of |aw

(1) To receive by any nmeans noney for deposit and to provide by its
rul es or by agreenent for the ternms of withdrawal and paynent of interest

thereon pursuant to the provisions of subchapter 2 of this chapter
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(2) To receive by any nmeans noney for transm ssion to another person and
to transnit noney by any neans to anot her person;

(3) To buy, sell, and exchange coin and bullion

(4) To buy, sell and exchange bonds and certificates of indebtedness
i ssued or guaranteed by the United States, its agencies and instrunmentalities
thereof, the state of Arkansas or of any other state, or of any city, county,
school district, or other nunicipal corporation, inmproverment district, public
facilities board or other agencies or instrunmentalities of such state or
st at es;

(5) To purchase and sell securities (other than bonds and certificates
of indebtedness described in subsection (4) of this section) and stock w thout
recourse, solely upon the order, and for the account of custoners and other
persons, and in no case for its own account;

(6) To purchase, sell, and exchange for its own account securities
pursuant to the provisions of 23-47-401

(7) To lend noney, either without security or upon such security as the
bank may require, pursuant to the provisions of subchapter 5 of this chapter

(8)(A) To issue capital notes, with or without conversion features, wth
the prior witten approval of the Commi ssioner; and

(B) To otherw se becone indebted to other persons through other types of
obl i gations, including purchase noney obligations, |eases, Federal Home Loan
Bank and Federal Reserve Bank advances, federal funds transactions, securities
repurchase agreenments, all without limtations on interest rates and term

(9) To have such ampunts of authorized but unissued stock as it may deem
appropri at e;

(10) To purchase insurance, including key-nman insurance, and to
establish enpl oyee and director benefit plans including, without limtation
stock options, and stock purchase and conpensati on pl ans;

(11) To own and | ease personal property acquired upon the specific
request and for the use of a custoner and to incur obligations incident
thereto, the lease obligation to be subject to borrower loan limts and to a
schedul e of periodic regular rental paynents which shall be consistent with a
timely recovery by the bank of its cost for the | eased property;

(12) To meke contributions to or for the benefit of the follow ng:

(A) The United States, any state, territory, or political subdivision

thereof, the District of Colunbia, or any possession of the United States, for
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exclusively public purposes;

(B) A corporation, foundation, trust, comrunity chest, or other
organi zation created or organized in the United States, or any state or
territory, or the District of Colunbia, or any possession of the United
States, exclusively for religious, charitable, scientific, veteran
rehabilitation service, civic enterprise, literary or educational purposes or
for the prevention of cruelty to children or animals, no part of the net
earni ngs of which inures to the benefit of any private sharehol der or
i ndi vidual, and no substantial part of the activities of which is carrying on
propaganda or otherw se attenpting to influence |egislation; or

(C© Oher |awful expenditures, contributions and donations, to the
extent authorized, approved or ratified by action of the board of directors of
the bank, except as otherw se specifically provided or limted by its articles
of incorporation, its bylaws, or by resolution adopted by its stockhol ders;

(13) To service loans made by it or by others, whether or not held by
t he bank;

(14) To warehouse or act as agent in warehousing nortgages and ot her
| oans;

(15) Wth the prior approval of the Conm ssioner and subject to such
conditions as may be prescribed by the Conmi ssioner, to provide nessenger
servi ce between the bank and its custoners;

(16) To engage in any activities which are a part of the business of
banki ng or incidental thereto by nmeans of an operating subsidiary pursuant to
the provisions of 23-47-601

(17) To invest in bank service conmpani es pursuant to the provisions of
23-47-603;

(18) To invest in a capital devel opment corporation pursuant to the
provi si ons of 23-47-604;

(19) To invest in a community devel opment conpany pursuant to the
provi si ons of 23-47-605;

(20) To invest in small business investnment conpanies and mnority
enterprise small business investnent conpani es as defined by the Snall
Busi ness Act of 1958, as anmended, pursuant to the provisions of 23-47-606;

(21) To invest in corporations organi zed under the Edge Act as anmended,
pursuant to the provisions of 23-47-606;

(22) To operate a travel agency;

1219961206.jmb518

30



HB 1075

(23) To engage in leasing real property;

(24) To act as escrow agent and cl osing agent;

(25) To act as a fiscal or transfer agent, assignee, receiver and
depository;

(26) To act as an executor, adm nistrator, trustee or other fiduciary
pursuant to the provisions of subchapter 7 of this chapter

(27) To guaranty signatures;

(28) To provide third party paynment services;

(29) To issue, advise and confirmletters of credit;

(30) To act as an agent to collect checks, drafts and other itens of
comerci al paper, to becorme a nenber of a clearing house and to grant security
interests in its assets for its qualification therein;

(31) To receive property as custodian for safekeeping;

(32) To |l ease safe-deposit boxes pursuant to the provisions of
subchapter 9 of this chapter

(33) To enter into agreenments to provide for |losses arising fromthe
cancel l ati on of outstanding | oans upon the death of borrowers;

(34) Through a separate subsidiary, to act as agent in the sale of title
i nsurance and performtitle searches and ot her abstractor services;

(35) To invest in clearing corporations and banker's banks;

(36) To invest in bank prem ses real estate pursuant to the provisions
of 23-47-103;

(37) To acquire, devel op, and di spose of real estate through foreclosure
or in lieu of foreclosure of debts previously contracted in the ordinary
course of its banking business, including single fanmily lots and single famly
resi dences consisting of one (1) through four (4) famly units.

(b) I'n addition to the foregoing, a state bank may exercise any other
powers which are incidental to the business of banking.

(c) In addition to the powers conferred upon state banks under this or
any other law of this state, upon action of the Comn ssioner authorizing state
banks to undertake such activities, a state bank may engage in any banki ng
activities in which state banks coul d engage were they acting as nationa
banks at the tinme such authority is granted.

(d) If a state bank or bank hol di ng conpany is located in a towm with a
popul ati on of fewer than two thousand five hundred (2,500) people, according

to the |latest federal decennial census, the bank or bank hol di ng conpany nay
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acquire, purchase, or construct a dwelling for use as the residence of the
bank's or bank hol di ng conmpany's chi ef executive officer as part of his
conpensation. The expenditure for the dwelling shall not exceed one hundred

t housand doll ars ($100, 000).

23-47-102. Acquisition and disposition of own stock.

(a) No state bank shall be the purchaser or holder of its own capita
stock, unless such security or purchase shall be necessary to prevent |oss
upon a debt previously contracted in good faith.

(b) Stock so purchased or acquired shall be sold or disposed of as
expeditiously as possible within twenty-four (24) nmonths of its purchase or
acquisition. After the expiration of twenty-four (24) nonths, any such stock
shall not be considered as part of the assets of the state bank.

(c) The provisions of this section shall not apply to the paynent by a
state bank of the value of shares held by sharehol ders di ssenting from any
proposed nerger, consolidation, purchase or assunption, or other
reorgani zation involving a plan of exchange of any of the stock of the state

bank, who perfect their statutory rights as dissenting sharehol ders.

23-47-103. Acquisition of bank prem ses.

(a) A state bank or subsidiary trust conpany, acting with the prior
approval of the Conmi ssioner, may acquire bank prem ses to be used, occupied,
or owned by it.

(b)(1) Any state bank acting with the prior approval of the Commi ssioner
may cause the title to its bank prem ses, now owned or at any tinme hereafter
acquired by the bank to be held by a subsidiary corporation which shall be
whol Iy owned by the bank.

(2) A state bank having such a subsidiary may rent the bank prenises or
any portion thereof fromthe subsidiary, or acquire the title to said prem ses
by purchase fromthe subsidiary or through its |iquidation, under such terns
and conditions as may be approved by the Conmi ssioner

(c) A state bank nmay not, except with the approval of the Commi ssioner
invest in the bank premi ses or in the stock, bonds, debentures, or other
obl i gati ons of the subsidiary owning the bank prenises, or make | oans to, or
upon the security of the stock of the subsidiary, if the aggregate of all such

i nvestnments or |oans, together with the amount of any indebtedness incurred by
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the subsidiary, will exceed the capital base of such state bank

23-47-104. Prohibition on engaging in business as real estate sal esnen
or brokers.
Banks, bank hol di ng conmpani es, and subsi di aries of banks or bank hol di ng

conmpani es, may not engage in business as real estate sal esnen or brokers.

Subchapter 2 -- DEPCSITS

23-47-201. Notice of rules governing deposits.

(a) Banks shall have the power to make rul es governi ng deposits,
i ncl udi ng provisions for reasonable notice, not to exceed ninety (90) days,
for the withdrawal of deposits and for changes in or anendnents to those rules
to be nade by the bank wi thout approval of the depositor. Notice of the rules
and all changes therein shall be given to each customer whose deposits are
affected by such rules, either by delivery or mailing of a copy to such
custoner or by posting themin a conspicuous area in the main office and in
all branch offices of the bank. |If the rules are stated on a signature card
or other document signed by the custonmer, the bank shall be deemed to have
given notice of the rules for purposes of this provision even if such
signature card or docunent is returned to the bank

(b) Rules so nade shall be a valid contract between the depositor and
the bank, subject to the right of the bank to change or amend the rules in the

manner provided in the rules.

23-47-202. Deposits by nminors.
When any deposit is nmade in any bank by a mnor, the bank nay pay to the
depositor the suns due himor her and the receipt or check of the nminor shal

be, in all respects, valid in | aw.

23-47-203. Securing of deposits.

(a) It shall be Iawful for any state bank to secure deposits made with
it by any of the follow ng:

(1) The United States, the state of Arkansas, any county of this state,
any municipality of this state, or any agency, corporate instrumentality, or

political subdivision of any of the foregoing;
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(2) Any university or college supported by this state;

(3) Any school district of this state;

(4) Any community college district of this state;

(5) Any relief body of the United States or of this state;

(6) Any road, drainage, |evee, bridge, street, sewer, paving, or other
i mprovenent district organi zed under the laws of this state;

(7) Any regional water distribution district organized under the | aws of
this state;

(8) Any federal agency;

(9) The United States Postal Service;

(10) Any receiver of any state or federal court, whether appointed in
proceedi ngs pending in this state or el sewhere;

(11) Any referee in bankruptcy;

(12) Any receiver, trustee, or operating officials appointed by any
federal court in any bankruptcy, debt-adjustment, or conposition proceeding
pending within this state or el sewhere;

(13) Any pension or retirenent fund for enployees of any county or
muni cipality in this state or any agency, corporate instrumentality, or
political subdivision of any of the foregoing; and

(14) The Treasurer of this state.

(b) It shall be lawful for any state bank to secure the deposit with it
of the follow ng described funds:

(1) Any funds deposited in the bank and which are held in trust by the
bank, awaiting investnment or distribution if not prohibited by the instrunent
or judgnent creating the trust; and

(2) Any funds deposited for such other purposes as are approved by the
Conmi ssi oner.

(c)(1) A state bank may secure the deposits described in subsections (a)
and (b) of this section, subject to the depositor.s discretion regarding the
suitability of the collateral, by the pledge or escrow of the assets of the
bank consisting of any investnment in which a state bank may invest in wthout
limtation, pursuant to 23-47-401

(2) The aggregate market val ue of assets pledged or escrowed to secure
the deposit of funds by any single depositor shall not at any tinme exceed the
maxi mum limt as determ ned by the Commi ssi oner

(d) Notwi t hstandi ng any other provision of this section, or the
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provi sion of any other law requiring security for deposit of funds in the form
of the deposit or pledge of securities, security for such deposits shall not
be required to the extent that such deposits are insured under the provisions
of the Federal Deposit |nsurance Act.

(e) The powers herein conferred upon state banks are cunul ative to such

simlar powers as they now may hold under existing |aws.

23-47-204. Miltiple-party deposits.

(a) As used in this section, “nultiple-party deposit account” means a
deposit account (i) established in the nanes of, (ii) payable to, or (iii) in
form subject to withdrawal by two (2) or nore natural persons

(b) (1) When opening a multiple-party deposit account, or anmendi ng an
exi sting deposit account so as to create a nultiple-party deposit account, a
bank shall utilize account docunments which enable the depositor to designhate
ownership interest therein in terms substantially simlar to one or nore of
the foll ow ng:

(A) Joint tenants with right of survivorship;

(B) Tenants in conmon;

(C) Tenants by the entirety;

(D) Payabl e on deat h;

(E) _Totten_ or tentative trust; and

(F) Such other deposit designation as nay be acceptable to the bank

(2) Account docurents which enable the depositor to indicate the
depositor’s intent of the ownership interest in any multiple-party deposit
account may include any of the foll ow ng:

(A) The signature card;

(B) The deposit agreenent;

(C Acertificate of deposit;

(D) A docunment confirmng purchase of a certificate of deposit; or

(E) Such other docunent acceptable to the bank which indicates the
i ntent of the depositor.

(3) The designation of ownership interest contained in account
docurents shall be concl usive evidence in any action or proceeding involving
the deposit account of the intention of all depositors to vest title to the
deposit account in the manner specified in the account documents.

(4) Nothing in this section shall be construed to require a bank to
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of fer any particular type of nmultiple-party deposit account.

(c) Multiple-party deposit accounts which do not expressly designate
ownership interest as tenants in common, payable on death, or _Totten_ or
tentative trust shall constitute (i) a joint tenant with right of survivorship
deposit account, if the depositors have not indicated in the account docunents
that the depositors are married to each other and (ii) a tenants by the
entirety deposit account, if the depositors have indicated in the account
docunents that they are narried to each other, whether or not they are at that
ti me husband and wi fe.

(d)(1) Ajoint tenant with right of survivorship deposit account nmay be
paid to or on the order of any one (1) of the depositors during their lifetine
unl ess a contrary witten designation, in formacceptable to the bank, is
given to the bank, or to or on the order of any one (1) of the survivors of
them after the death of any one (1) or nore of them

(2) A tenancy by the entirety deposit account may be paid to or on the
order of either depositor during their lifetine, or to or on the order of the
survivor after the death of one (1) of them

(3)(A) A tenants in commpn deposit account may be paid, prior to the
recei pt by the bank of a specific witten notice of death of a depositor, to
or on the order of any one (1) depositor unless a contrary witten designation
in formacceptable to the bank, is given to the bank. Upon receipt of a
specific witten notice of death of a depositor in formacceptable to the
bank, the respective pro rata parts of a tenants in common deposit account may
be paid to or on the order of the surviving tenant in common, and to the
estate of the deceased depositor

(B) All tenants in common deposit accounts shall be deened to be owned
pro rata by the depositors unless a contrary witten designation in form
acceptable to the bank, is given to the bank.

(e) A payable on death deposit account is created when the depositor
i ndi cates on the account docunments that, on the death of the person named as
hol der, the deposit account shall be paid to or held by another person. Upon
the death of the person named as hol der, the person designated by himand who
have survived himshall be the owner of the deposit account and, if nore than
one (1) person shall be the owners of the deposit account, ownership shall be
as joint tenants with right of survivorship. During the lifetime of the

depositor, he may change the designation of the person who are to be the owner
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at his death by witten direction in form acceptable to the bank

(f) A _Totten_ or tentative trust deposit account is created when the
depositor indicates on the account docunent that he is the trustee for another
person and there is no witten trust agreenment which affects the deposit
account. Upon the death of the person naned as trustee, the other person
shall be the owner of the deposit account and, if more than one (1) person
shall be the owners of the deposit account, ownership shall be as joint
tenants with right of survivorship. During the lifetine of the person naned
as trustee, he may change the classification of the person he is trustee for
by witten direction in form acceptable to the bank

(g) A bank shall also pay partial wthdrawal requests, accept pledges of
a deposit account, and otherwi se deal with the deposit account in the sane
manner it pays the deposit account pursuant to the provisions of this section

(h) Any paynent of a deposit account, acceptance of pledge of a deposit
account, change in the formof a deposit account, or otherwi se dealing with a
deposit account by a bank in the manner provided by this section shall be a
conpl ete and valid rel ease and di scharge of the bank as to the anbunt paid or
action taken. No bank shall have any liability whatsoever for the way in
whi ch the ownership interest of a deposit account is designated when it is
opened or in which a deposit account is anended if the deposit account is
opened or anmended as the depositor specified in the account docunent.

(i) No bank maki ng any paynent in accordance with the provisions of this
section shall thereby be liable for any estate, inheritance or succession
taxes which nay be due.

(j) The terns _written direction_ and “witten designation” shall not be
construed to require that the depositor affix his signature to an instrunent,

unl ess the bank requires the signature of the depositor to the instrunent.

23-47-205. Adverse claimto deposit.

Notice to a bank of an adverse claimto a deposit standing on its books
to the credit of any person shall not be sufficient to require the bank to pay
the deposit to the adverse clainmant, or otherw se recognize the adverse claim
unl ess the adverse cl ai mant al so:

(1) Procures a restraining order, injunction, or other appropriate
process, which has become final and not further appeal abl e, against the bank

froma court of conpetent jurisdiction in a cause therein instituted by him
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wherein the person to whose credit the deposit stands is nade a party and
served wi th summons; or

(2) Executes to the bank, in formand with sureties acceptable to it, a
bond i ndemi fying the bank fromany and all liability, |oss, danage, costs,
and expenses for and on account of the paynment of the adverse claimor the
di shonor of the check or other order of the person to whose credit the deposit

stands on the books of the bank.

23-47-206. Settlenent of checks at par -- Exception

No state bank shall settle any check drawn on it against an account with
a sufficient balance otherwi se than at par. However, the provisions of this
section shall not apply with respect to the settlement of a check sent to a

state bank for special handling or as a special collection item

23-47-207. Payment of overdrafts -- Liability of officer or enployee.

Any officer or enployee who knowi ngly pays out the funds of any state
bank upon the check, order, or draft of any individual, firm corporation, or
associ ati on which does not have on deposit with the bank a sum equal to the
check, order, or draft is personally liable to it for the anount so paid
unl ess the drawer of such check, order, or draft has previously arranged with
the bank for a line of credit sufficient to cover the payment or unless the
paynment was made pursuant to a general authorization approved by the board of
directors for the officer or enployee to cover the payment. However, the
board of directors may ratify the overdraft and relieve the enployee from

liability.

23-47-208. Deferred income investnent accounts.

(a) On behal f of depositors, state banks may create and open deferred
i ncome investnent accounts of the follow ng types:

(1) The depositor makes a deposit of a lump sum and the bank agrees to
pay the depositor an agreed nonthly or annual paynent for life or for a term
certain beginning i mediately or at some tine in the future;

(2) The depositor makes a deposit periodically on an agreed basis, and
the bank agrees to pay the depositor, on a periodic basis beginning at sone
time in the future for life or a termcertain, an agreed nonthly or annua

payment .
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(b) The depositor and the state bank may agree that:

(1) A partial refund of the deposit nmay occur upon specified events, or
no refund nmay occur

(2) The depositor may elect to stop payments fromthe bank for a term

(3) The paynents may go to designated beneficiaries in all cases both
before and after death of the depositor

(4) The anount of the payments to the bank and to the depositor will be
fixed for the term agreed upon; or

(5) The paynent to the depositor will be determined by an index or
criteria beyond the control of the depositor or bank

(c) The Commi ssioner shall pronul gate such rules and regul ati ons as my
be necessary and proper to carry out the intent and purpose of this section
and to issue cease and desist orders to any state bank found to be violating
this section or the Department regulations. These Departnment regul ations
shal |l incorporate 88 23-81-121 -- 23-81-128, where applicable.

(d) The deferred inconme investnent accounts allowed in this section
shall be exenmpt from 8§88 23-42-501 and 23-42-502.

(e) It is the intent of this section that distributions fromdeferred
i ncome investnent accounts be treated as nontaxable to the greatest extent

possi bl e under Section 72 of the Internal Revenue Code of 1986.

Subchapter 3 -- AGENCY DESI GNATI ON ON CERTI FI CATES OF DEPCSI T

23-47-301. Definitions.

In this part:

(1) _Account_ nmeans a contract of deposit between a depositor and a
bank, and includes a checking account, savings account and certificate of
deposi t;

(2) _Agent_ nmeans a person authorized to make account transactions for a
party;

(3) _Beneficiary_ means a person named as one to whom sunms on deposit in
an account are payable on request after the death of all parties or for whom a
party is naned as trustee;

(4) _Devisee_ means any person designated in a will to receive a
testamentary disposition of real or personal property;

(5) _Party_nmeans a person who, by the terns of an account, has a
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present right, subject to request, to paynment fromthe account other than as a
beneficiary or agent;

(6) _Paynment _ of suns on deposit includes w thdrawal, paynent to a party
or third person pursuant to check or other request, and a pl edge of suns on
deposit by a party, or a setoff, reduction, or other disposition of all or
part of an account pursuant to a pl edge; and

(7) _Personal representative_ includes an executor, admi nistrator
successor personal representative, special adnministrator, and persons who

perform substantially the same function under the | aw governing their status.

23-47-302. Scope of subchapter

(a) This subchapter applies to accounts in this state.

(b) This subchapter does not apply to:

(1) An account established for a partnership, joint venture, or other
organi zation for a business purpose;

(2) An account controlled by one (1) or nobre persons as an agent or
trustee for a corporation, unincorporated association, or charitable or civic
or gani zati on; or

(3) Afiduciary or trust account in which the relationship is

established other than by the terms of the account.

23-47-303. Forns.

A contract of deposit that substantially contains the followi ng form
establishes an agency account, and the account is governed by the provisions
of this subchapter applicable to agency accounts:

_AGENCY (POVNER OF ATTORNEY) DESI GNATI ON

Agents may make account transactions for parties but have no ownership

or rights at death unless naned as POD beneficiaries. [To Add Agency

Desi gnati on To Account, Name One Or Mre Agents].

[Sel ect One and Initial]:
___AGENCY DESI GNATI ON SURVI VES DI SABI LI TY OR | NCAPACI TY OF PARTI ES
___AGENCY DESI GNATI ON TERM NATES ON DI SABI LI TY OR | NCAPACI TY OF PARTI ES_
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23-47-304. Designation of agent.

(a) Unless the terms of an agency designation provide that the authority
of the agent term nates on disability or incapacity of a party, the agent.s
authority survives disability and incapacity. The agent may act for a
di sabl ed or incapacitated party until the authority of the agent is
term nat ed.

(b) Death of the sole party or last surviving party term nates the
authority of an agent.

(c) An agent in an account with an agency designati on has no benefici al

right to suns on deposit.

23-47-305. Paynment to designated agent.
On request of an agent under an agency designation for an account, a
bank may, unless it actually knows that the authority of agency has

term nated, pay to the agent suns on deposit in the account.

23-47-306. Paynment to mnor
If a bank is required or permtted to make paynent pursuant to this
subchapter to a m nor designated as a beneficiary, payment may be nade

pursuant to the Uniform Transfers to Mnors Act, 8§ 9-26-201 et seq.

23-47-307. Discharge.

(a) Paynment nade pursuant to this subchapter in accordance with an
agency account discharges the bank fromall claims for anpunts so paid,
whet her or not the paynment is consistent with the beneficial ownership of the
account as between parties, beneficiaries, or their successors. Paynent my
be made whether or not a party, beneficiary, or agent is disabled,
i ncapacitated, or deceased when paynment is requested, received, or nade.

(b) Protection under this section does not extend to paynments nade after
a bank has received witten notice froma party, or fromthe persona
representative, surviving spouse, or heir or devisee of a deceased party, to
the effect that payments in accordance with the ternms of the agency account
shoul d not be permitted and the bank has had a reasonabl e opportunity to act
on it when paynent is nade. Unless the notice is withdrawn by the person
giving it, the successor of any deceased party nust concur in a request for

paynment if the bank is to be protected under this section. Unless a bank has
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been served with process in an action or proceedi ng, no other notice or other
i nformati on shown to have been available to the bank affects its right to
protection under this section.

(c) A bank that receives witten notice pursuant to this section or
ot herwi se that has reason to believe that a dispute exists as to the rights of
the parties nmay refuse, without liability, to make paynents in accordance with
the ternms of the agency account.

(d) Protection of a bank under this section does not affect the rights
of parties in disputes between thensel ves or their successors concerning the
beneficial ownership of sunms on deposit in agency accounts or paynents nade

from agency accounts.

23-47-308. Setoff.

W thout qualifying any other statutory right to setoff or lien and
subject to any contractual provision, if a party is indebted to a bank, the
bank has a right to setoff against the agency account. The anpunt of the
agency account subject to setoff is the proportion to which the party is, or
i medi ately before death was, beneficially entitled or, in the absence of

proof of that proportion, an equal share with all parties.

23-47-309. Effect on other |aws.
Thi s subchapter is supplenental to all laws pertaining to the deposit of

funds in banks.

Subchapter 4 - | NVESTMENTS

23-47-401. Investnent powers and linitations.

(a) A state bank nmay invest its funds without linmtation in the
fol | owi ng:

(1) Direct obligations of the United States Governnent;

(2) nligations of agencies and instrunentalities created by act of the
United States Congress and authorized thereby to issue securities or evidences
of indebtedness, regardless of guarantee of repaynent by the United States
Gover nnment ;

(3) nligations the principal and interest of which are fully guaranteed

by the United States Governnment or an agency or an instrunentality created by
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an act of the United States Congress and authorized thereby to i ssue such
guar ant ee;

(4) oligations the principal and interest of which are fully secured,

i nsured, or covered by commtnments or agreements to purchase by the United
States Government or an agency or instrumentality created by an act of the
United States Congress and authorized thereby to issue such comitnments or
agreenents;

(5) General obligations of the states of the United States and of the
political subdivisions, municipalities, conmonwealths, territories or insular
possessi ons t hereof;

(6) nligations issued by the State Board of Education under authority
of the State Constitution or applicable statutes;

(7) Warrants of political subdivisions of the state of Arkansas and
muni ci palities thereof having maturities not exceeding one (1) year

(8) Prerefunded munici pal bonds, the principal and interest of which are
fully secured by the principal and interest of a direct obligation of the
United States CGovernnent;

(9) The sale of federal funds with a maturity of not nore than one (1)
busi ness day;

(10) Demand, savings, or time deposits or accounts of any depository
institution chartered by the United States, any state of the United States, or
the District of Colunbia, provided funds invested in such demand, savings, or
time deposits or accounts are fully insured by a federal deposit insurance
agency;

(11) Repurchase agreenents that are fully collateralized by direct
obligations of the United States Governnent, and general obligations of any
state of the United States or any political subdivision thereof, provided that
any such repurchase agreenment shall provide for the taking of delivery of such
collateral, either directly or through an authorized custodi an

(12) Securities of, or other interest in, any open-end type investnent
conmpany or investnment trust registered under the Investnent Conpany Act of
1940, and which is defined as a _noney market fund_ under 17 CFR § 270. 2a-7,
provi ded that the portfolio of such investnment conpany or investment trust is
limted principally to United States Government obligations and to repurchase
agreenents fully collateralized by United States Government obligations, and

provi ded further that any such investnment conmpany or investnent trust shal
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take delivery of such collateral either directly or through an authorized
cust odi an.

(b) A state bank may invest no nore than twenty percent (20% of its
capital base in any single investment of the follow ng types:

(1) Corporate debt obligations (including conmercial paper) of any
corporation that is not an affiliate or subsidiary of the bank

(2) Revenue bond issues of any state of the United States or any
muni ci pality or any political subdivision thereof;

(3) Industrial devel opment bonds for corporate obligors issued through
any state of the United States or any political subdivision thereof;

(4) Securities of, or other interests in, an open-end or closed-end
managenment type investment conmpany or investnment trust regi stered under the
I nvest nent Conpany Act of 1940, provided that the portfolio of such investnent
conmpany or investment trust is limted to United States Governnent obligations
and to repurchase agreenments fully collateralized by United States Government
obligations, and provided further that any such investnment conpany or
i nvestment trust shall take the delivery of such collateral either directly or
t hrough an authorized custodi an;

(5) Securities or other interests issued, assuned or guaranteed by the
I nternational Bank for Reconstruction and Devel opment, the Inter-American
Devel oprrent Bank, the European Bank for Reconstruction and Devel opnment, the
Asi an Devel oprment Bank or the African Devel opnent Bank

(6) Uninsured demand, savings, or tine deposits or accounts of any
depository institution chartered by the United States, any state of the United
States, or the District of Colunbia.

(c) Subject to such additional restrictions and limtations as nmay be
i mposed by the Conm ssioner, a state bank may invest in any other investnent
securities which are not described in subsections (a) or (b) hereof to the
extent that such investnment securities are authorized for national banks.

(d) A state bank may invest in any investment not described in

subsections (a) and (b) hereof as may be authorized by Departnent regul ations.

Subchapter 5 -- LOANS

23-47-501. Loan limits -- Maximum generally.

(a) The total indebtedness to any state bank of any person shall at no
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time exceed twenty percent (20% of the capital base of the bank

(b)(1) Obligations of a person as endorser or guarantor, acconmodati on
or otherw se, of notes or other obligations shall be included in that person's
loan Iimt.

(2)(A) However, in the case of endorsed or guaranteed obligations on
consuner loans, if the financial responsibility of the primary debtor is
reasonably adequate, and if an officer of the state bank designated by the
board of directors for that purpose certifies in witing that the liability of
the primary debtor has been evaluated and that the bank is relying primarily
on such primary debtor for paynment, the twenty percent (20% limtation shal
be applied to each primary debtor but not to the liability, in such capacity,
of the endorser or guarantor

(B) _Consumer loans_ for the purpose of this section shall be considered
to be credit extended to a natural person in which the noney is to be used
primarily for personal, famly, or househol d purposes.

(c) Aloan or group of loans that are within the legal loan limt of a
state bank at the tine the loan or |loans are nade shall be valid for |ega
loan limt purposes until maturity, as stated in the original contract,
regardl ess of fluctuations in the bank's legal loan limt; provided, however,
that if a bank's legal loan limt is reduced due to fluctuations in its
capital base, a loan or group of loans to a borrower or borrowers that were
within the legal loan limt prior to the reduction may becone in violation of
the bank's reduced legal loan limt upon the extension, renewal or advancenent
of additional funds on such | oan or group of |oans occurring after the
reduction in the bank's legal loan limts. State banks are required to
calculate their legal loan limts on a quarterly basis to coincide with the
requi renment to calculate their capital base.

(d)(1) If in any instance it shall appear, as determ ned by the
Commi ssi oner, that the interests of a group conposed of individuals,
partnershi ps, unincorporated associations, or corporations are so interrel ated
that, froma credit standpoint, applying standard and customary banki ng
practice, they should be considered as a single unit for the purposes of
extensions of credit, the total indebtedness of these interrelated custoners
shall be conmbi ned and treated as the indebtedness of a single customer in
applying the loan limt.

(2) A state bank shall not be deenmed to have violated this section
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solely by reason of the fact that the indebtedness of a group held by the bank
exceeds the limtation of this section at the time the Commi ssioner determnes
that the indebtedness of the group nust be conmbi ned. However, the state bank
shall, if required by the Conmm ssioner, dispose of indebtedness of the group
in the anbunt of excess of the linmtation of this section within such

reasonable tine as shall be fixed by the Commi ssi oner

23-47-502. Loan limts -- Inclusions and exceptions.

(a) The followi ng |l oans and other fornms of indebtedness shall not be
included in the limtation of twenty percent (20% inposed by 23-47-501 and
may be nmade or acquired without being subject to any loan limt:

(1) nligations in the formof drafts or bills of exchange drawn in good
faith against actually existing val ues;

(2) Nonconfornming assets acquired as a result of acquisition of a failed
bank or savings and | oan association, so long as a plan for divestiture within
a reasonabl e anpbunt of time is approved by the Comm ssioner

(3) nligations drawn in good faith against actually existing values and
fully secured by goods or commobdities in process of shipnment may be acquired
without limt;

(4) nligations in the form of banker.s acceptances of other banks;

(5) nligations secured by investnments which the state bank, pursuant to
23-47-401 could invest in without limt, having a market value at all tines at
| east equal to the principal balance of the obligation.

(b)(1) The loan limt of twenty percent (20% provided by 23-47-501
shall be nodified so that a loan limt not to exceed sixty percent (60% shal
apply to obligations secured by transferable docunents of title covering:

(A) Livestock; or

(B) Readily marketable and nonperishable compdities or staples fully
insured, if of a type that is customarily insured.

(2) The property in each instance nust have a value of at |east one
hundred fifteen percent (115% of the ampunt of the secured obligation

(3) An obligation secured in this manner shall not be deened non-
conform ng on the grounds that, for the purpose of | oading, unloading,
storing, shipping, or transshipping, such title docunments or the property
covered thereby may be rel eased under trust receipt to the possession of the

obligor or borrower if, within twenty-one (21) days after such rel ease, the
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property or valid title docunents covering the property is redelivered to the
state bank, and provided that, during such interim the bank holds a perfected
security interest in all such property under the Uniform Commercial Code, § 4-
1-101 et seq.

(4) The standard twenty percent (20% loan limt will apply even to the
obl i gati ons secured by transferable docunents of title if the warehouseman who
i ssued the docunents of title under applicable | aw can transfer marketabl e
title to the commodities described in the docunents to a purchaser in the

ordi nary course of business.

23-47-503. Loans involving stock of state bank

(a) It shall be unlawful for any state bank to know ngly:

(1) Loan its funds to its stockholders on its own stock, or stock inits
bank hol di ng conpany, as collateral security;

(2) Make any | oan, the proceeds of which are used to purchase its own
stock or stock of its bank hol ding conpany; or

(3) Carry as an asset any |loan representing, either directly or
indirectly, an investnment in its own stock or that of its bank hol di ng
conmpany; provided, however, that there shall be no violation of this
subsection (3) where a bank acquires its own stock or stock in its bank
hol di ng conmpany in the regul ar course of collecting a debt previously
contracted in good faith if the bank conplied with subsections (1) and (2)
hereof at the tine the |oan was nmade and if the bank divests the stock within
two (2) years.

(b) Any officer or director of any state bank or any stockhol der
violating the provisions of this section shall be subject to civil money
penalties of one thousand dollars ($1,000) per day, up to a maxi mum of one
hundred t housand dollars ($100,000) in the aggregate, for each such violation

The civil penalties may be inposed by the Comn ssioner pursuant to his power

to and the procedure for issuing cease and desi st orders.

23-47-504. Loans to affiliates and insiders.
The provisions of subsections (g) and (h) of Section 22 of the Federa
Reserve Act, 12 U.S.C. 88 375a and 375b, and the regul ati ons promul gated

t hereunder, shall apply to any state bank
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23-47-505. Illegal loans -- Liability of officer or director

Any officer or director of any state bank who shall know ngly nake or
approve a loan in violation of 23-47-501 through 23-47-504 or who shal
knowi ngly pernmit such a loan to be made, or who shall fail to exercise his
authority to prevent the making of such |loan shall be personally liable to the
bank, or to the Conmissioner, for the full anpbunt thereof. However, witten
noti ce of disapproval of the |oan, served on the board of directors and al so
the Conmi ssioner at the time the naking or existence of the Ioan first cones
to his know edge, shall relieve any officer or director from persona

liability.

23-47-506. Sale of certain nortgage | oans.

Not wi t hst andi ng any ot her provision of |law, any state bank which has as
one (1) of its principal purposes the meking or purchasing of |oans secured by
real estate nortgages is authorized to:

(1) Sell such nortgage | oans to the Federal National Mrtgage
Associ ation, the Federal Hone Loan Mortgage Corporation, the Governnent
Nat i onal Mortgage Association, or any other corporation chartered by an act of
Congress for such purposes, or any successor thereof;

(2) I'n connection therewith, make paynments of any capital contributions
required pursuant to law in the nature of subscriptions for stock of the
entities described in subsection (1) of this section;

(3) Receive stock evidencing such capital contributions; and

(4) Hold or dispose of such stock.

23-47-507. Power to hold and sell collateral

A state bank may hold and sell all kinds of property that may cone into
its possession as collateral security for | oans or any ordinary collection of
debts, in the manner provided by law. Any personal property coming into its
possession in this manner and which is not otherw se authorized for state
banks to own as an asset shall be di sposed of as soon as possible and after
twelve (12) nonths fromthe date of acquisition shall cease to be considered

as a part of its assets.

23-47-508. Disposition of real estate acquired through debt collection

(a) Except as provided in subsection (c) hereof, real estate acquired
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through the collection of debts previously contracted in the ordinary course
of business shall not be held by the state bank as an asset for a | onger
period than five (5) years.

(b) The anopunt of the charge-off shall be one-sixtieth (1/60) of the
acquisition cost of the real estate and shall be nade nmonthly within thirty
(30) days after acquisition of the real estate. The Conmi ssioner has the
authority to waive or extend the monthly charge-off of the real estate upon
written request of the state bank. The book value of the real estate
exclusive of the required charge-off shall be considered an asset of the bank

(c) Upon good cause shown, the Commi ssioner may permt real estate
acquired through the collection of debts previously contracted in the ordinary
course of business to be held by the state bank and to be charged off at the
rate of one-two hundred fortieth (1/240) per nmonth (five percent (5% per
year) of the appropriate account nmintained by the bank. The anmount of
charge-of f shall be nade on a pro rata basis no less frequently than nmonthly
and shall begin within thirty (30) days after the acquisition of the rea
estate. However, the entire balance nmust be charged off within ten (10) years
fromthe date of acquisition. The Conm ssioner shall review annually all

approval s granted under this section and may nodi fy and extend approvals so

grant ed.

23-47-509. Loans to mnors.

Whenever a mnor borrows noney froma bank for the purpose of defraying
the expenses of his higher education or for necessaries, any contract,

prom ssory note, | oan agreenent, or other | oan instrunent entered into by and
bet ween the bank and the mnor shall constitute a valid contract between the
bank and the minor and shall be binding upon the mnor with like effect as if

he were of full age and | egal capacity.

23-47-510. Casualty insurance -- Replacenent cost coverage.

(a) A state bank, when meking a nortgage |oan, may not require, as a
condition or termof the nortgage, that the nortgagor purchase casualty
i nsurance on property which is the subject of the nobrtgage in an amunt in
excess of the fair market value of the buildings or appurtenances on the
nmor t gaged preni ses.

(b) This section shall not be construed as limting the right of the
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nmort gagor to purchase repl acenment cost coverage on the property which is the

subj ect of the nortgage.

Subchapter 6 - SUBSI DI ARl ES.

23-47-601. Operating subsidiaries.

(a) Wth the prior approval of the Commi ssioner, and subject to such
conditions as may be prescribed by him a state bank nay engage in any
activities which are a part of the business of banking or incidental thereto
by nmeans of an operating subsidiary.

(b) I'n order to qualify as an operating subsidiary, at |east eighty
percent (80% of the voting stock of the subsidiary nmust be owned by the state
bank.

(c) The total of a state bank's |oans and investnents in any single
operating subsidiary shall not exceed twenty percent (20% of the bank's
capital base, and the total of a state bank's |loans and investnents in al
subsi di aries, including operating subsidiaries and bank servi ce conpani es,
shall not exceed one hundred percent (100% of the bank's capital base. Loans
to an operating subsidiary that are fully secured by securities that the state
bank could invest in without limtation pursuant to 23-47-401 shall not be

subject to the limtations of this subsection or of 23-47-602.

23-47-602. Real estate subsidiaries.

(a) A state bank acting through an operating subsidiary and a bank
hol di ng conpany acting, directly or through a subsidiary, may engage in rea
estate investment and devel oprment, including without linitation

(1) Devel opnent of subdivisions or additions;

(2) Construction of inprovenments;

(3) Acquisition of stock or equity interests in any entity created
primarily for the purpose of owning and devel oping real estate, including
those activities authorized for comunity devel opnment corporations pursuant to
23-47-605; and

(4) Any other activities necessary and proper in connection with rea
estate investnment and devel oprment.

(b) A state bank's investnment in real estate and in real estate

subsidiaries (excluding its bank premi ses) shall not exceed twenty percent
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(20% of its capital base.

(c) A state bank acting through an operating subsidiary or a bank
hol di ng conmpany acting directly or through a subsidiary may carry out any one
(1) or nore of the purposes, activities, and objectives set forth in this
section as principal, factor, agent, or otherw se, either alone, through or in
conjunction with any person, including the performance and carrying out of the
pur poses and objects herein enunerated as a nenber of a partnership or joint

vent ure.

23-47-603. Bank service conpanies.

(a) As used in this section, unless the context otherw se requires:

(1) _Bank service conpany_ nmeans a corporation or limted liability
conmpany organi zed for the exclusive purpose of perform ng bank services for
one (1) or more persons, which is owned by one (1) or nore state banks and one
(1) or nore persons.

(2) _Bank services_ nmeans services such as check and deposit sorting and
posting, conputation and posting of interest and other credits and charges;
preparation and mailing of checks, statenents, notices, and simlar itens; any
other clerical, bookkeeping, accounting, statistical, or similar functions
performed for a person; or any other activities authorized by the
Conmmi ssi oner .

(b) Wth the prior approval of the Commi ssioner and subject to such
conditions as may be prescribed by him a state bank nay establish, create, or
i nvest in a bank service conmpany to furnish bank services to owners of the
bank service conpany and other persons. The total of a state bank's loans to
and investments in a bank service conmpany shall not exceed twenty percent
(20%9 of the bank's capital base.

(c) When a state bank becones the sole owner of a bank service conpany,
it shall becone an operating subsidiary of the bank and be governed by 23-47-
601.

23-47-604. Capital devel oprment corporations.

(a) State banks shall have the power to acquire and own on their own
behal f stock or equity interests issued by a capital devel opment corporation
or nmake loans to a capital devel opment corporation. No state bank shal

invest in or lend to the capital devel opnent corporation nore than twenty
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percent (20% of the bank's capital base.
(b) Any investnment in stock or equity interest made pursuant to this
section shall not be revalued or classified by the Conm ssioner solely because
of the failure of a capital devel opment corporation to pay dividends or

distributions of equity to the investors.

23-47-605. Community devel oprment corporations.

A state bank may make investnments designed primarily to pronote the
public welfare, either directly or by purchasing interests in an entity
primarily engaged in making such investnments. As used herein, the term
_public welfare_ shall nean devel opi ng housing, fostering econonmi c growth and
revitalization, creating small businesses, including mnority-owned
busi nesses, and supporting other comunity devel opnment initiatives approved by
the Conmi ssioner. A state bank shall not make any such investment if the
i nvest ment woul d expose the bank to unlinmted liability. The Comm ssioner may
limt a state bank's investnments in any one (1) project and a bank's aggregate
i nvestments under this section. |In no case shall a state bank's aggregate
i nvestments under this section exceed ten percent (10% of the bank's capita

base.

23-47-606. Smmll business investnent conpanies.

A state bank may purchase up to one hundred percent (100% of the
capital stock of small business investnment conpanies and minority enterprise
smal | busi ness investnment conpani es as defined by the Small Busi ness Act of
1958, as anmended. However, in no event may any state bank acquire shares of
any small business investnment conpany or mnority enterprise small business
i nvest ment conpany if, upon the nmaking of that acquisition, the aggregate
anount of shares in small business investnent conmpanies or minority enterprise
smal | busi ness investnment conpanies then held by the bank woul d exceed ten

percent (10% of the bank's capital base.

23-47-607. Investnment in stock of certain banks authorized to do
forei gn banki ng.

Any state bank may purchase up to one hundred percent (100% of the
capital stock of any corporation organized and existing under the Edge Act,

and any amendnments thereto. However, in no event may any state bank acquire
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shares of any such corporation if, upon the making of that acquisition, the
aggregat e amount of shares of all corporations organi zed and exi sting under
the Edge Act then held by the bank woul d exceed ten percent (10% of the

bank’ s capital base.

Subchapter 7 - TRUST POWERS

23-47-701. Authority of the Commi ssi oner

The Conmi ssioner shall be authorized and enpowered to grant to state
banks applying therefor the right to operate a trust departnent to act as
trustee, executor, adm nistrator, custodian, registrar, paying agent or
transfer agent of stocks and bonds, guardi an of estates, assignee, receiver
or in any other fiduciary capacity in which national banks, subsidiary trust
conmpani es, national trust conpanies or other corporations which cone into

conpetition with state banks are permitted to act.

23-47-702. Considerations determninative of grant or denial of
applications.

In determ ning whether to grant an application by a state bank for
perm ssion to operate a trust departnent to exercise the powers enunerated in
this part, the Commi ssioner may take into consideration the sufficiency of the
capi tal base of the applying state bank, the needs of the commnity to be
served, and any other facts and circunstances that seemto hi m proper, and may

grant or refuse the application accordingly.

23-47-703. Grant and exercise of powers deenmed not in contravention of
Arkansas | aw.

The granting and exercise of such powers as are authorized by this
subchapt er shall not be deermed to be in contravention of any other provision

of Arkansas | aw.

23-47-704. Segregation of fiduciary and general assets -- Separate
books and records.

St at e banks exercising any or all of the powers enunerated in this
subchapter shall segregate all assets held in its trust departnent fromthe

general assets of the bank and shall keep a separate set of books and records
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showi ng in proper detail all transactions engaged in under authority of this

part.

23-47-705. Prohibited operations -- Separate investnment account --

Col lateral for certain funds used in conduct of business -- Lien and claim
upon state bank failure.

(a) No state bank shall receive in its trust departnment deposits of
current funds subject to check or the deposit of checks, drafts, bills of
exchange, or other itens for collection or exchange purposes. Funds deposited
or held in trust by the state bank awaiting investnment shall be carried in a
separate account and shall not be used by the bank in the conduct of its
busi ness unless it shall secure the funds deposited or held in trust with
i nvestments in which a state bank may invest without limtation pursuant to
23-47-401. No security shall be required to the extent the funds so deposited
or held in trust are insured under the provisions of the Federal Deposit
I nsurance Act.

(b) In the event of the failure of such state bank the owners of the
funds held in trust for investnent shall have a first priority lien on the
bonds or other securities so set apart in addition to their claim against the

estate of the bank.

23-47-706. Oficials' oath or affidavit.

In any case in which Arkansas |aw requires that a corporation acting as
trustee, executor, adm nistrator, or in any capacity specified in this part,
shall take an oath or nake an affidavit, the president, a vice president or a
trust officer of a state bank nmay take the necessary oath or execute the

necessary affidavit.

23-47-707. Loans of trust funds to officers and enpl oyees prohibited --
Penal ti es.

It shall be unlawful for any state bank to lend to any officer
director, or enployee any funds held in trust under the powers conferred by
this part, or to sell assets held in trust to any such persons, w thout the
prior witten approval of the Conmi ssioner. |In the absence of such prior
written approval of the Commi ssioner, any officer, director, or enployee

maki ng such loan or sale, or to whom such loan or sale is made is guilty of a
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class D fel ony.

23-47-708. Surrender of authorization -- Board resolution --
Conmi ssi oner certification -- Activities affected.

(a) Any state bank desiring to surrender its right to operate a trust
department and to exercise the powers granted under this part, in order to
relieve itself of the necessity of conplying with the requirenents of this
part, or to have returned to it any securities which it may have deposited
with the state and |ocal authorities for the protection of private or court
trusts, or for any other purpose, may file with the Conm ssioner a certified
copy of a resolution of its board of directors signifying such desire. Upon
recei pt of such resolution, the Conm ssioner, after satisfying hinself that
such bank has been relieved in accordance with Arkansas |aw of all duties as
trustee, executor, adm nistrator, custodian, registrar, paying agent or
transfer agent of stocks or bonds, guardian of estates, assignee, receiver, or
ot her fiduciary, under court, private, or other appointnments previously
accepted under authority of this subchapter may, in his discretion, issue to
such bank a certificate certifying that such bank is no | onger authorized to
operate a trust departnent and exercise the powers granted by this part.

(b) Upon the issuance of a certificate by the Conmi ssioner certifying
that a state bank is no | onger authorized to operate a trust department, the
bank:

(1) Shall no longer operate a trust department or be subject to the
provi sions of this subchapter or Department regul ati ons nmade pursuant thereto;

(2) Shall be entitled to have returned to it any securities which it
may have deposited with state or local authorities for the protection of
private or court trusts; and

(3) Shall not operate a trust department or exercise thereafter any of
the powers granted by this subchapter without first applying for and obtaining
a new pernmit to operate a trust departnment to exercise such powers pursuant to

the provisions of this subchapter

23-47-709. Revocation -- Procedures avail abl e.
(a) In addition to the authority conferred by any other law, if, in the
opi nion of the Conmmi ssioner, a state bank is unlawfully or unsoundly operating

a trust departnent or exercising, or has unlawfully or unsoundly operated or
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exercised, or has failed for a period of five (5) consecutive years to operate
a trust departnent or exercise the powers granted by this part, or otherw se
fails or has failed to conply with the requirements of this part, the
Commi ssi oner may issue and serve upon the bank a notice of intent to revoke
the authority of the bank to operate its trust departnment and exercise the
powers granted by this part. The notice shall contain a statement of the
facts constituting the alleged unlawful or unsound operation or exercise of
powers, or failure to operate or exercise powers, or failure to conply, and
shall fix a time and place at which a hearing will be held to determ ne
whet her an order revoking the authority to exercise such powers should issue
agai nst the bank.

(b) Such hearing shall be conducted in accordance with the provisions of
the Administrative Procedures Act, § 25-15-201, et seq., and shall be fixed
for a date not earlier than thirty (30) days nor later than sixty (60) days
after service of such notice unless an earlier or later date is set by the
Commi ssi oner at the request of any state bank so served.

(c) Unless the state bank so served shall appear at the hearing by an
aut horized representative, it shall be deemed to have consented to the
i ssuance of the revocation order. |In the event of such consent, or if upon
the record made at any such hearing, the Conmm ssioner shall find that any
al l egation specified in the notice of charges has been established, the
Commi ssi oner may issue and serve upon the state bank an order prohibiting it
fromaccepting any new or additional trust accounts and revoking authority to
operate its trust departnent and exercise any and all powers granted by this
part, except that such order shall pernmit the bank to continue to service al
previ ously accepted trust accounts pending their expeditious divestiture or
term nation.

(d) A revocation order shall beconme effective not earlier than the
expiration of thirty (30) days after service of such order upon the state bank
so served (except in the case of a revocation order issued upon consent, which
shall beconme effective at the tinme specified therein), and shall remain
effective and enforceable, except to such extent as it is stayed, nodified,

term nated, or set aside by action of the Comnr ssioner or a review ng court.

23-47-710. Services provided by affiliates.

Any state bank, national bank, subsidiary trust conpany or nationa
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trust conpany qualified to act as a fiduciary in this state, is hereby
specifically authorized to utilize its respective affiliates to provide
services for any trust or estate for which the bank, subsidiary trust conpany
or national trust conpany acts as a trustee or other fiduciary, provided the
bank, subsidiary trust company or national trust conpany believes, in the
exerci se of the standard of care described in 8 28-71-105, that the services
are reasonably necessary and that its affiliate can render such services,

i ncluding, but not Iimted to, securities brokerage services, computer
services, and banking services, to the trust or estate as conpetently as
simlar services rendered by nonaffiliates and for conpensation equal to or

| ess than that charged by nonaffiliates. Provided the foregoing requirenents
are met, an affiliate nmay be utilized by the bank, subsidiary trust conpany or
nati onal trust conpany w thout the approval or consent of any person or
specific authorization in the trust instrument, unless such power is expressly

withheld in the trust instrunent.

Subchapter 8 -- SUBSI DI ARY TRUST COVPANI ES

23-47-801. Definitions.

For purposes of this part, _affiliated bank_ means a bank, having its
main office in this state, nmore than fifty percent (50% of the voting stock
of which is owned directly or indirectly by:

(1) The same bank hol di ng conpany that owns, directly or indirectly,
more than fifty percent (50% of the voting stock of a subsidiary trust
conmpany or national trust conpany; or

(2) The sanme five (5) or fewer persons who are individuals, estates, or
trusts that own directly or indirectly nore than fifty percent (50% of the
voting stock of the bank hol di ng conpany described in subdivision (1) of this
section, taking into account the stock ownership of each such person only to
the extent such ownership is identical with respect to each of the bank and

t he bank hol di ng conpany.

23-47-802. Creation, formation, etc. -- Powers -- Location
(a) Notwithstanding the provisions of 23-48-405, bank hol di ng conpani es
that own, directly or indirectly, an affiliated bank are authorized and

enpowered by the provisions of this subchapter to apply to the Commi ssi oner

1219961206.jmb518

57



© 00 N O 0o b~ W N B

W W W W WWWNNDNDNNDNDNNNNDNR R R B B B B B R e
o OO M W N P O © ® N O 0 M W N P O © ® N O O M W N B O

HB 1075
for authority to:

(1) Create, form and establish subsidiary trust conpani es under this
subchapter for the purpose of conbining the trust operations of their
affiliated banks into a single trust operation; and

(2) Create, form and establish national trust conpani es under the | aws
of the United States.

(b) I'n determ ning whether to grant an application for permission to
establish a subsidiary trust conmpany, the Commi ssioner shall take into
consideration the sufficiency of the capital base of the applying bank hol di ng
conpany, the needs of the conmunities to be served, and any other facts and
circunstances that seemto himproper, and nmay grant or refuse the application
accordingly.

(c) The subsidiary trust company shall be formed as a business
corporation under the Arkansas Busi ness Corporation Act, 8§ 4-27-101, et seq.
The newly formed subsidiary trust conpany shall only have the ability to
conduct trust business that could be conducted by the individual trust
departments conbined fromthe affiliated banks to create the subsidiary trust
conpany.

(d) Ofices of a subsidiary trust conpany nay be |located only in:

(1) Communities where its affiliated banks are located or in conmunities
where their branches are or could be located; or

(2) Communities where it would be authorized to have an office if it
were a national trust conpany.

(e) A subsidiary trust conmpany shall be fully subject to the provisions

of Chapter 50 of this title.

23-47-803. Substitution of subsidiary trust conpany or national trust
conmpany for affiliated bank.

(a) A subsidiary trust conpany or national trust conmpany and one (1) or
more of its affiliated banks may enter into one (1) or nobre agreenents under
whi ch the subsidiary trust conpany or national trust conpany is substituted as
fiduciary for each affiliated bank in each fiduciary account listed in the
agreenent. The agreenent shall be filed with the Comni ssi oner before the
effective date of the substitution and nust include:

(1) Alist of each fiduciary account for which substitution is

request ed; and
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(2) The effective date of the substitution, which may not be | ess than
ninety (90) days after the date of the agreenent.

(b) Not later than ninety (90) days before the effective date of a
substitution under this section, the parties to the substitution agreenent
shall send witten notice of the substitution to the foll ow ng:

(1) Each person who is readily ascertainable as a beneficiary of the
account because of the receipt of statenents of account by the person, or in
the case of a mnor beneficiary, by a parent, conservator, or guardian of the
m nor beneficiary;

(2) Each cofiduciary;

(3) Each surviving settlor of a trust;

(4) Each issuer of a security for which the affiliated bank adm nisters
a fiduciary account;

(5) The plan sponsor of each enpl oyee benefit plan

(6) The principal of each agency account; and

(7) The guardian of the person of each ward under guardi anship.

(c) The notice nmust be sent by United States nail to the person.s
current address as shown on the fiduciary records. |f the fiduciary has no
address for the person on its records, the fiduciary shall nmake a reasonabl e
attenpt to ascertain the person.s current address. The notice must disclose
the person.s rights with respect to objecting to the transfer of the fiduciary
account and the liability of the existing fiduciary and the substitute
fiduciary for their actions. Intentional failure to send the required notice
renders the substitution of fiduciary ineffective, but an unintentiona
failure to send the required notice does not inpair the validity or effect of
substitution. |If a substitution of a subsidiary trust conpany is ineffective
because of a defect in the required notice, the actions taken by the
subsidiary trust conmpany before the determ nation of the invalidity of the
substitution are valid if the actions would have been valid if performed by
the affiliated bank.

(d) Except as provided by this subsection, the prospective designation
inawll or other instrument of the affiliated bank as fiduciary is
consi dered designation of the subsidiary trust conpany or national trust
conmpany, and any grant in the will or other instrument of any discretionary
power is considered conferred on the subsidiary trust conmpany or nationa

trust conpany. However, the affiliated bank and subsidiary trust conpany or
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national trust conpany may agree in witing to have the designation of the
affiliated bank as fiduciary be binding, or the creator of the fiduciary
account may, by appropriate | anguage in the docunent creating the fiduciary
account, provide that the fiduciary account is not eligible for substitution
under this part.

(e) Substitution under this section is effective for all purposes on the
effective date stated in the agreenent between the subsidiary trust conpany or
national trust conpany and the affiliated bank, unless, not later than fifteen
(15) days before the effective date, a party entitled to notice of the
substitution under subsection (b) of this section files a witten petition in
a court of competent jurisdiction seeking to have the substitution denied
under 23-47-804 and provides the affiliated bank with a copy of the filed
petition.

(f) If a petitionis filed and notice is given under subsection (e) of
this section, the substitution takes effect when the petition is wthdrawn or
di snmi ssed or when the court enters a final order denying the relief sought.

(g) On the effective date, the subsidiary trust conmpany or nationa
trust conpany succeeds to all right, title, and interest in all property that
the affiliated bank holds as fiduciary, except property held for accounts for
whi ch there has been no substitution under this part, w thout the necessity of
any instrument of transfer or conveyance, and the subsidiary trust conpany or
nati onal trust conpany shall, w thout the necessity of any judicial action or
action by the creator of the fiduciary account, beconme fiduciary and perform
all the duties and obligations and exercise all the powers and authority
connected with or incidental to that fiduciary capacity in the same manner as
if the subsidiary trust conpany or national trust conmpany had been originally
named or designated fiduciary. However, the affiliated bank is responsible

and liable for all actions taken by it while it acted as fiduciary.

23-47-804. Renoval of accounts from operation of substitution agreenent
-- Denial of substitution.

(a) A fiduciary account may be renoved fromthe operation of the
agreenent by an anmendnment to the agreement filed with the Comn ssioner before
the effective date stated in the agreenent.

(b) The substitution of a subsidiary trust conmpany or national trust

conmpany as fiduciary of an account may be denied if the court having
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determ nes that the substitution of

to the beneficiaries of

appoi nt ment of a successor fiduciary
creating the fiduciary relationship.

the court nay award costs and

trust conpany nmay deposit

jurisdiction, on notice and heari ng,
fiduciary is a material detrinent to the account or
t he account.
(c) Subsection (b) of this section is cunulative to any applicable
provi sion for removal of a fiduciary or
under Arkansas |law or in the instrunment
(d) I'n any proceedi ng under this section,
reasonabl e and necessary attorney.s fees as the court considers equitable and
j ust.
23-47-805. Deposits.
(a) A subsidiary trust conmpany or national
with an affiliated bank fiduciary funds

i nvestment, distribution, or paynent of
(b) A subsidiary trust company or
with an affiliated bank fiduciary funds

aut horized by the settlor

in the instrunent creating the trust or

that are being held pending
debt s.
nati onal trust conpany may deposit
if

if

as a permanent i nvest ment

authorized in a witing delivered to the trustee by a beneficiary currently

eligible to receive distributions froma trust.

23-47-806. Responsibility for

acts and om ssi ons.

(a) The bank hol di ng conpany owni ng a subsidiary trust conpany or

nati onal trust conpany shal
undertaking to be fully responsible for
and omi ssi ons of

(b)
duties and the subsidiary trust conpany
successor fiduciary,

shal |

23-47-807.

For the purposes of qualification

requi renents contained in any docunent creating a fiduciary account or

statute of this state relating to fiduciary accounts,

conmpany or nati onal

(1)

trust conpany:

Is considered to have capita

61

file with the Conm ssi oner

its subsidiary trust conpany or

If an affiliated bank has given bond to secure performance of

the subsidiary trust conpany or

gi ve bond to secure perfornmance of

an irrevocabl e

the existing and future fiduciary acts
nati onal trust conpany.
its
nati onal

or trust conpany qualifies as

nati onal trust conpany

its duties in the same nmanner

Qualification as successor fiduciary.

as successor fiduciary under any

any
the subsidiary trust
and

and surplus equal to its capita
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surplus plus the capital and surplus of its owning bank hol di ng conpany; and
(2) Shall be treated as a national bank, unless:
(A) It is not a national bank under federal law relating to nationa
banks; and
(B) It has not entered into a substitution agreement with an affiliated

bank that is a national bank under federal law relating to national banks.

Subchapter 9 - SAFE DEPCSI T FACI LI TI ES

23-47-901. Safe deposit facilities -- Liability of I|essor

A state bank may | ease safe deposit boxes for the keeping of property on
such terms as may be agreed by the parties. No state bank or national bank
shall be liable for any | oss of the property in a safe-deposit box by theft,

robbery, fire or other cause.

23-47-902. Miltiple-party |eases.

(a) |If a safe deposit box is held in the name of two (2) or nore
persons, any one (1) of such persons shall be entitled to access the safe-
deposit box and shall be pernitted to remove the contents thereof, and the
bank shall not be responsible for any damage arising by reason of such access
or renoval by one (1) of said persons.

(b) The death of one (1) holder of a safe deposit box held in the name
of two (2) or nore persons does not affect the right of any other hol der of
the safe deposit box to have access to and renmpove contents fromthe safe

deposit box.

23-47-903. Lease to a m nor
A bank may | ease a safe deposit box to a minor, and, in connection

therewith, deal with himto the sanme effect as if leasing to and dealing with

a person of full |egal capacity.
23-47-904. Limting right of access for failure to conply with security
procedur es.

If any lessee is unwilling or unable to conply with any of the bank’s
normal requirenments or procedures in connection with access to a safe deposit

box relating to security, safety, or protection, the bank has the right to
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limt or deny access to the safe deposit box by that | essee unless all |essees
of such safe deposit box take such action as is necessary to ensure reasonabl e
conpliance with such security, safety, or protection requirenents or

procedur es.

23-47-905. Adverse clains to contents of safe deposit box.

Notice to a bank of an adverse claimto the contents of a safe deposit
box shall not be sufficient to require the bank to deny access to its | essee
unl ess the adverse claimant al so procures a restraining order, injunction, or
ot her process, which has becorme final and not further appeal able, issued in an
action by a court of conpetent jurisdiction in which the | essee is served with

process and nanmed as a party.

23-47-906. Renedi es and procedures for nonpayment of rent.

(a) If the safe deposit box rental is delinquent for six (6) nonths, the
bank, after at least thirty (30) days’ notice by certified nmail, return
recei pt requested, addressed to the |essee at the | essee’s | ast known address
on the books of the bank, may, if the rent is not paid within the tine
specified in said notice, open the safe deposit box in the presence of a
notary public and two (2) enployees, at |east one (1) of whomis an officer of
t he bank.

(b) The bank shall inventory the contents of the safe deposit box in
detail and place the contents of the safe deposit box in a seal ed envel ope or
cont ai ner bearing the nane of the |essee.

(c) The bank shall hold the contents of the safe deposit box subject to
alien for its rental, the cost of opening the safe deposit box, and the
damages in connection therewith. |If such rental, cost, damages, and any ot her
| awful charges for the use of the safe deposit box or the holding of the
contents thereof are not paid within two (2) years fromthe date of opening of
the safe deposit box, the bank nay sell at that tine (or at any time prior to
seven (7) years fromthe date the safe deposit box | ease expired) any part or
all of the contents at public auction in |ike manner and upon |ike notice as
is prescribed for the sale of real property under nortgage or deed of trust.
Any unauctioned contents of safe deposit boxes and any excess proceeds from
such sale shall be remitted to the Auditor of State under the procedures

prescri bed by § 18-28-201 et seq.
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Chapter 48
ORGANI ZATI ON AND OPERATI ON
Subchapter 1 - GENERAL PROVI SI ONS

23-48-101. Banks subject to gross receipts and conpensati ng use taxes.
Al'l banks shall be subject to the Arkansas Gross Receipts Act, § 26-52-
101 et seq., and the Arkansas Conpensating Tax Act, 8§ 26-53-101 et seq.

23-48-102. Trust conpanies no |onger subject to banking | aws.

Al'l trust conpanies, other than national trust conpani es and subsidiary
trust conpanies, in existence on May 30, 1997, nust cease operations as a
trust conpany. Trust conpani es, other than subsidiary trust conpani es and
nati onal trust conpani es, which have not beconme banks by the effective date of
this act by conplying with the provisions of law for the formati on of a bank
shall no | onger act as or be authorized to act as a fiduciary, nor shall they
be subject to laws governi ng banks or trust conpanies, or exercise or be
authorized to exercise any powers granted banks or trust conpani es by such
|l aws, but instead will automatically become business corporations and be
subject to the Arkansas Busi ness Corporation Act of 1987, § 4-27-101, et seq.
and the Comni ssioner shall deliver certified copies of the articles of
i ncorporation, all amendnments thereto, and all other corporate filings of
those trust conpanies to the Secretary of State for inclusion in his official

records of filings of business corporations.

23-48-103. Bank holi days.

(a) (1) Any bank, subsidiary trust conpany or national trust conpany
doi ng business in this state may close its office for the transacti on of
busi ness upon any day whi ch has been or may hereafter be set apart or
desi gnat ed under the laws of this state or of the United States as a | ega
hol i day.

(2) All acts omitted or done by any bank, subsidiary trust conpany or
nati onal trust conpany upon any such day shall have the sanme consequence and
effect as if omtted or done upon the next succeedi ng busi ness day.

(b) (1) Any bank, subsidiary trust conpany or national trust company

transacting business in the State of Arkansas may cl ose on any one (1)
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busi ness day of each week.

(2) Any day upon which a bank, subsidiary trust conmpany or nationa
trust conpany nay elect to close shall, with respect to such institution, be
deened a holiday for all purposes and not a business day.

(3) All acts omitted or done by a bank, subsidiary trust conpany or
nati onal trust conpany upon any such day shall have the same consequence and
effect as if omtted or done upon the next succeedi ng busi ness day.

(c) Any act authorized, required, or pernmtted to be perforned at or
with respect to any such bank, subsidiary trust conpany or national trust
conmpany on the days closed may be performed on the next succeedi ng business
day, and no liability or loss of rights of any kind shall result from such

del ay.

23-48-104. Dealings with agents, fiduciaries, etc.

A bank dealing, whether to its own benefit or otherw se, with, through
or under any person who is or may be an officer, enployee, nmenber, agent,
trustee, representative or other fiduciary of another person, shall not be
deened to have notice of nor be obligated to inquire as to any |lack of or
limtation upon the power of such person solely by reason either of:

(1) The fact that the person has executed in his representative capacity
and is hinself the payee or endorsee of any check, bill, note, or other
prom se or order; or

(2) The use of descriptive words in connection with his deposit account
or accounts, any transfer, certificate, or nenorandum thereof, or in

connection with any signature or endorsenment of the person

23-48-105. Agents for affiliate.

(a)(1l) As used in this section, _institution_ neans a bank, savings and
| oan association, or savings bank organi zed under the |laws of any state or the
Uni ted States.

(2) For the purpose of determ ning what constitutes an affiliated
institution in this section, _control,_ as it pertains to the definition of
_affiliate, _ has the neaning set forth in § 2(a)(2) of the federal Bank
Hol di ng Conmpany Act of 1956, as anmended, 12 U. S.C. § 1841.

(b) Any state bank may, upon conpliance with the requirenents of this

section, agree to receive deposits, renew tinme deposits, close |oans, service
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| oans, receive payments on | oans and ot her obligations, perform such other
services as may receive the prior approval of the Commi ssioner, and act as an
agent for any affiliated institution.

(c) A state bank that proposes to enter into an agency agreenent under
this section shall, prior to entering into such agreenent, file with the
Conmmi ssi oner :

(1) A notice of intention to enter into an agency agreenment with an
affiliated institution;

(2) A description of the services proposed to be performed under the
agency agreenent; and

(3) A copy of the agency agreenent.

(d)(1) [If any proposed service is not specifically designated in
subsection (b) of this section, and has not previously been approved in a
Depart nment regul ati on, the Conm ssioner shall decide whether to approve the
of fering of such service after receipt of the notice required in subsection
(c) of this section.

(2) In deciding whether to approve any proposed service that is not
specifically designated in subsection (b) of this section, the Commi ssioner
shall consi der whether such service would be consistent with applicable
federal and state | aw and the safety and soundness of the principal and agent
institutions.

(e) A state bank may not under an agency agreenment:

(1) Conduct any activity as an agent that it would be prohibited from
conducting as a principal under applicable state or federal |aw, or

(2) Have an agent conduct any activity that the state bank, as
princi pal, would be prohibited fromconducting under applicable state or
federal |aw.

(f) The Conmissioner may order a state bank or any other institution
subject to the Conmmi ssioner's enforcenent powers to cease acting as an agent
or principal under any agency agreenent that the Conm ssioner finds to be
i nconsi stent with safe and sound banki ng practices.

(g) Notwi thstandi ng any other provision of the law of this state, a
state bank acting as an agent for an affiliated institution in accordance with

this section shall not be considered to be a branch of that institution

23-48-106. Exenption from posting bond in certain transactions.
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(a) Except when the dollar anmpunt of responsibility assumed exceeds its
capi tal base, no bank, chartered or licensed to do business in this state,
shall be required to furnish fidelity, surety, or performance bond, in
busi ness transactions invol ving:

(1) Garnishnent;

(2) Replevin;

(3) Foreclosure

(4) Forcible entry and detai ner.

(b) At the beginning of any proceeding in all such business
transactions, the bank shall, upon request, furnish to each party to the
transaction a copy of its nmost recent statenment of financial condition

(c) Nothing in this section shall be construed to:

(1) Prevent a bank fromelecting or agreeing to furnish bond at its own
cost;

(2) Prevent any other party of interest, desiring protection in a
busi ness transaction with a bank, fromelecting to secure and pay for a bond
covering the bank to the benefit of such a party to the transaction

(3) Anend or repeal any |aw pertaining to:

(A) Corporate surety or indemity bonds covering directors, officers, or
enpl oyees of such bank

(B) Foreign corporations, associations, or persons not authorized to do
business in this state;

(C Actions avail abl e agai nst such bank for injury or danmage;

(D) Bonding requirenents involving fiduciary activities.

Subchapter 2 -- RESERVES AND DI VI DENDS

23-48-201. Menbership in Federal Reserve System
Any state bank shall have the right to own such amount of stock in a
federal reserve bank as may be required for it to becone a nmenber of the

Federal Reserve System.

23-48-202. Reserve requirenents.
A state bank not a menmber of the Federal Reserve System shall nmintain
at all times a reserve fund as required by the Federal Reserve Board, unless

ot herwi se provided by Departnent regul ations.
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23-48-203. Paynent of dividends.
Any state bank may, fromtinme to tine, declare and pay dividends in

accordance with Departnent regul ations.

Subchapter 3 - ORGANI ZATI ON AND MANAGEMENT GENERALLY

23-48-301. Application for incorporation

(a) Any one (1) or nore natural persons, eighteen years old or older, a
maj ority of whom shall be bona fide residents of this state, who nay desire to
associ ate thensel ves by articles of incorporation for the purpose of
establishing any state bank, may apply to the Conmmi ssioner to be incorporated.
An application for authority to organize a state bank shall be submitted to
the Conmi ssioner in such formas the Conm ssioner may prescribe and shal
i nclude the information set forth in subsections (b) and (c) hereof, and
contain such additional information which the Comr ssioner may require. Five
(5) copies of the proposed articles of incorporation and proposed byl aws shal
be filed with the application. The application and articles of incorporation
shall be signed by each of the incorporators, and shall be acconpanied by a
filing fee of not nore than fifteen thousand dollars ($15,000) as set by
Depart nent regul ati ons, which shall not be refundable.

(1) The nane, citizenship, residence, and occupation of each
i ncorporator, and of each of the initial directors, and the name and address

of each stock subscriber, and the amunt of stock paid for by each

(2) The nane and address of an individual within the state to whom
notice to all incorporators may be sent;

(3) The total initial capital and the nunber of shares of each class of
the capital stock to be authorized;

(4) The corporate nane;

(5) The proposed location of the nmain banking office;

(6) If known, the nanme and resi dence of the proposed president, chief
executive officer, operations officer, and, if applicable, the name and
address of the proposed trust officer

(7) The nanes of the natural persons who propose to own or control nore
than five percent (5% of the capital stock

(8) The past and present connection with any depository institution,
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financial institution or national trust conpany, other than as a custonmer on
terms generally available to the public, of each proposed director and each
subscriber to nore than five percent (5% of the capital stock

(9) Evidence of the character, financial responsibility, and ability of
the incorporators and proposed directors;

(10) A brief statenent of the purposes for which the state bank is
i ncorporated, and whether it shall operate a trust departnent;

(11) The termfor which the state bank is to exist, which shall be
per petual unless otherwi se linited;

(12) A statenent signed and verified by the incorporators that the
capital stock has been fully subscribed and the purchase price therefor has
been paid into an escrow account approved by the Conm ssioner and that the
requi renents of 23-48-310 have been net;

(13) Proof that application for federal deposit insurance has been
made; and

(14) Recitation of the need for and advisability of the approval to
or gani ze.

(c) The proposed articles of incorporation shall contain the follow ng:

(1) The nane of the proposed institution;

(2) The town or city in which the proposed institution is to be
| ocat ed;

(3) The amount of capital stock authorized, the nunber of shares of
each class, the relative preferences, powers and rights of each class, and the
anount of paid-in surplus;

(4) The nanes and places of residence of the stockholders and the
nunber of shares held by each

(5) A statenent whether voting for directors shall or shall not be
curmul ative and the extent, if any, of the preenptive rights of stockhol ders;

(6) The termof the proposed institution's existence, which shall be
per petual unless otherwise linited;

(7) The nanes of the initial board of directors conposed of not I|ess
than three natural persons who shall serve until the next annual neeting or
until their successors are regularly elected and qualifi ed;

(8) Such other information as the Department may require; and

(9) Such other proper provisions as the incorporators may choose to

insert for the regulation of the internal affairs and business of the state
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bank.
(d) Al persons purporting to act as or on behalf of a state bank
knowi ng there was no incorporation under this chapter are jointly and

severally liable for all liabilities created while so acting.

23-48-302. Organi zational expenses.

(a) Organizational expenses shall not be paid fromcapital or surplus
funds of the state bank without the prior witten consent of the Conmnmi ssioner

(b)(1) Prior to applying for a charter, the incorporators shal
establish an organi zati onal expense fund in an amount the Comni ssioner deens
adequat e.

(2) Such fund shall be used for expenses incurred by the incorporators

in connection with the organi zati on of the proposed state bank

23-48-303. Prompter's fees prohibited.

(a) A state bank shall not pay any fee, conmpensation, or commi ssion for
pronotion in connection with its organization or apply any nobney received on
account of shares or subscriptions, selling shares, or other services in
connection with its organization or for securing subscriptions for stock
except |l egal fees and other usual and ordi nary expenses necessary for its
or gani zati on.

(b) A mjority of incorporators shall file with the Departnent, at the
time of filing of the articles, an affidavit:

(1) Setting forth all expenses incurred or to be incurred in connection
with the organization of the state bank, subscription for its shares, and sale
of its shares; and

(2) Stating that no fee, conpensation, or comr ssion prohibited by this
section has been paid or incurred.

(c) In the event of a violation of this section, the Comi ssioner may

di sapprove the articles on account of such violation

23-48-304. Investigation of new charter applications by Comm ssioner.

As soon as practicable after acceptance of any application for a new
state bank charter and receipt of the filing fee, the Comr ssioner shal
ascertain, fromthe best sources of information at his comrand, the character

and general fitness of the persons named as stockhol ders of nmore than five
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percent (5% of the issued stock and their standing in the community in which
the proposed institution is to be located. The investigation shall seek to
deternmi ne the probabl e support for the new state bank and the adequacy of
existing facilities and services in the community. The investigation shal
address the proposed institution's earnings and deposits prospects, the
ability and character of its proposed managenent, the adequacy of initial
capital, the safety and soundness of intended operations, the econonic
conditions in the market to be served, the conveni ence and needs of the
comunity to be served, and whether or not its proposed corporate powers are
consistent with applicable banking |aw. The Conm ssioner shall also deternine
to his satisfaction that:

(1) The persons naned as stockhol ders of nore than five percent (5% of
the issued stock, incorporators, and directors have the confidence of the
comunity and are able, financially and otherw se, to discharge the
obligations resting upon them under any of the provisions of this act;

(2) The requisite capital has been fully subscribed and the purchase
price therefor has been paid into an escrow account approved by the
Commi ssi oner and that the requirenments of 23-48-310 have been net;

(3) A nmjority of the stockholders are residents of this state; and

(4) There exists an econom ¢ need for the business in the conmmnity.

23-48-305. Issuance and filing of certificate of incorporation

(a) The Conmi ssioner shall, upon approval of the Banking Board and
paynment of the fees, give to the persons named as incorporators a certificate
of incorporation, in such formas he may prescribe, if the Conm ssioner has
made satisfactory deternminations as to the matters described in subsections
(1) through (4) of 23-48-304 and is also satisfied that appropriate federa
deposit insurance has been obtained.

(b) The Commi ssioner shall also return one (1) of the copies submtted
to himof the articles of incorporation upon which he has endorsed the fact of
the issuance by himof the certificate of incorporation

(c) Upon receipt of the certificate of incorporation, the institution
may proceed with its business, but with only one (1) office for the
transaction of business in only the one (1) town or city as to which the

application has been nade.
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23-48-306. Relocation of place of business -- Amendnent of articles.

(a)(1) Any state bank may apply for authority to change its place of
busi ness fromone (1) municipality to another by filing with the Conm ssi oner
as an anmendnment to its articles of incorporation, two (2) copies of a
resolution to that effect, and such additional information which the
Commi ssi oner may require.

(2) The resolution nust be adopted upon the affirmative vote of the
hol ders of at least a sinple majority of the outstanding shares entitled to
vote thereon, at any annual or special neeting of the stockhol ders.

(3) Both copies of the resolution shall be signed by the president or a
vi ce president.

(4) One (1) of the copies of the resolution shall be retained by the
Commi ssi oner; the other copy, if the Conm ssioner and Banki ng Board approve
t he anmendnent, shall be returned with the Conmi ssioner's endorsenment of
approval thereof.

(b) The anendnent shall becone effective when it has been approved by
t he Conmi ssi oner and the Banki ng Board.

(c) Each application for authority to change a state bank's place of
busi ness shall be acconpanied by a fee as shall be set by Departnment

regul ati on, which fee shall be paid to the Departnent.

23-48-307. Objects and nethod of charter anendnent.

(a) Any state bank, through anmendnment to its articles of incorporation,
may fromtine to tinme do the follow ng, which shall be in addition to al
things it nmay otherwi se do through amendment under this act:

(1) Change its corporate nane;

(2) Change, enlarge, or dimnish its corporate purposes, in accordance
with the applicable state | aw,

(3) Increase or decrease its authorized capital stock, subject to the
limtations and in the manner set out in 23-48-311

(4) Effect splits of its shares or a distribution of sone portion of its
assets, other than cash or its own stock;

(5) Effect any fundanental change in its corporate affairs which may be
acconpl i shed by charter amendment under any other statute of Arkansas.

(b) Articles of incorporation of a state bank may be anmended at any

annual or special neeting of the stockhol ders.
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(c) An anmendnent to the articles of incorporation may be adopted on the
affirmati ve vote of the owners of a sinple najority of each class of stock

entitled to vote on the proposed anmendnent.

23-48-308. Filing of amendnents to articles of incorporation

(a) An application for approval of a proposed charter amendnment
described in 23-48-307 shall be subnmitted to the Conmi ssioner in such manner
and form as the Conmi ssioner may prescribe and shall include the information
set forth in subsection (b) hereof, and contain such additional information
whi ch the Comm ssioner nay require. The application shall include duplicate
copi es of each proposed charter amendnent, in the formof an anendnent to the
articles of incorporation, each copy to be certified by the president or a
vi ce president.

(b) Each duplicate shall have annexed thereto, over the official
signatures, a certificate show ng:

(1) The date on which the amendnment was authorized by the stockhol ders;

(2) The numnber of shares of each class entitled to vote on the amendnent
whi ch were outstanding on the date of the stockhol ders' neeting;

(3) The number of shares of each class entitled to vote on the amendnent

whose owners were present in person or by proxy;

(4) The number of shares of each class voted for and against the
amendnent ;

(5) The manner in which the neeting was called and the tine and manner
of giving notice, with a certification that the neeting was lawfully called

and hel d.
(c) The Commi ssioner may al so require the delivery to himof such
addi ti onal copies of the proposed amendnent as he may desire in order to

present the matter to the Banki ng Board and any parties opposing the

amendment .
(d) One (1) of the duplicate copies of any charter amendnment filed with
t he Conmi ssioner and certified as prescribed in this section, bearing an

endor senent of the Commi ssioner showi ng that the amendment has been approved
by himand by the Banking Board shall be returned to the applicant state bank
The amendnment shall become effective when it has been approved by the
Commi ssi oner and the Banki ng Board.

(e) Each application for approval of a proposed charter amendnment
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described in 23-48-307 shall be acconmpanied by a fee of not |ess than one
hundred doll ars ($100) nor nore than five hundred dollars ($500). Such fee
shall be set by Departnent regulation and shall be paid to the Departnent.

23-48-309. Nanes of state banks and subsidiary trust conpani es.

(a) A person, nay reserve the exclusive use of a corporate name by
delivering an application to the Conmi ssioner for filing. The application
must set forth the nanme and address of the applicant and the nane proposed to
be reserved. |f the Conm ssioner finds that the corporate nane applied for is
avail abl e, he shall reserve the name for the applicant's exclusive use for a
nonrenewabl e two hundred and seventy (270) day peri od.

(b) The owner of a reserved corporate name may transfer the reservation
to anot her person by delivering to the Conm ssioner a signed notice of
transfer that states the nane and address of the transferee.

(c) No state bank or subsidiary trust conmpany shall conduct any
business in this state under a fictitious nane unless it first files with the
Commi ssi oner a form supplied or approved by the Comni ssioner giving the
followi ng informtion:

(1) The fictitious name under which business is being or will be
conducted by the applicant corporation

(2) A brief statement of the character of business to be conducted
under the fictitious nane;

(3) The corporate nanme, state of incorporation, and |ocation (giving
city and street address) of the registered office in the state of the
applicant corporation.

(d) Each such formshall be executed in duplicate and filed with the
Commi ssi oner, who shall nmintain an i ndex of such filings. The Conmi ssioner
shall retain one (1) counterpart; and the other counterpart, bearing the file
mar ks of the Conm ssioner, shall be returned to the state bank or subsidiary
trust conpany. However, the Conmi ssioner shall not accept such a filing if
the proposed fictitious name is the same as, or confusingly simlar to, the
name of any donmestic corporation, or any foreign corporation authorized to do
business in this state, or any name reserved under this section

(e) Copies of such filed forms, certified by the Conm ssioner, shall be
admitted in evidence where the question of filing may be materi al

(f) If, after filing hereunder, the applicant state bank or subsidiary
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trust conpany is dissolved, or (being a foreign corporation) surrenders or
forfeits its rights to do business in Arkansas or (whether a foreign or
domestic corporation) ceases to do business in Arkansas under the specified
fictitious name, such bank or subsidiary trust conmpany shall be obligated to
file with the Conm ssioner a cancellation of its privilege under this section.

I f such cancellation is not filed, the Conmi ssioner, upon satisfactory
evi dence, may cancel such privilege, in which event such cancellation shall be
certified by the Commi ssioner, who will file the sanme without fee.

(g) |If a state bank or subsidiary trust conmpany which has not filed

her eunder has heretofore or shall hereafter become a party to any contract,
deed, conveyance, assignnent, or instrunment of encunbrance in which such bank
or subsidiary trust conpany is referred to exclusively by a fictitious nane,
the obligations inmposed upon such bank or subsidiary trust conmpany under said
i nstrunment and the right sought to be conferred on third parties thereunder
may be enforced against it; but the rights accruing to such bank or subsidiary
trust conpany under said instrunent may not be enforced by the bank or
subsidiary trust conmpany in the courts of this state until it has conplied
with this section and pays to the Comr ssioner a civil penalty of three
hundred dol l ars ($300).

23-48-310. Mninmum capital requirements generally.

(a) For all state banks chartered after May 30, 1997, the fully paid-up
capital shall not be less than one mllion dollars (%1, 000,000). For al
state banks, regardless of the date of their charter, the foll owi ng capita
requi renents shall apply:

(1) The mininum _capital base_ shall be determnined by the Conmm ssioner

(2) The capital requirements for any state bank must al so satisfy the
requi renments for deposit insurance of the Federal Deposit |nsurance
Corporation or its successor.

(b)(1) The Commi ssioner may increase the mininmumcapital requirenent of
any state bank, regardless of the date of its charter when, in the
Commi ssi oner's judgment, conditions within the state bank or the state bank's
service area warrant such an increase.

(2) In the event the Comnr ssioner orders an increase in a state bank's
capital requirement, the state bank shall have at least thirty (30) days from

the date of the order to conply with the order, or such |onger period as the
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Commi ssi oner may al | ow,

(3) In the event a state bank di sagrees with the Comm ssioner's
judgment in ordering an increase in its mninmmcapital requirement, it nmay
appeal the Comm ssioner's decision to the Banking Board. Such an appeal my
be had by follow ng the procedures specified by the Banki ng Board.

(c) Shares of a newy chartered state bank may be issued only for cash
in an anount sufficient to nmeet the capitalization requirements set by the
Commi ssi oner which shall be at |east the aggregate par val ue of the shares
pl us such anpunts, if any, necessary to assure that after issuance of the
shares the bank will have the mnimum capital base required by the

Commi ssi oner under this section, and the expense fund required by 23-48-302.

23-48-311. Increase or decrease of capital stock.

(a) The authorized capital stock of any state bank may be increased or
decreased by anendnent to its articles of incorporation, subject to the
requi renents pertaining to such amendnments contai ned in 23-48-307 and 308.

(b) A capital stock increase may be effected by the issuance and sal e of
addi ti onal shares, which additional shares may be of the sane class as the
shares then outstanding or may be represented by a different class or classes
havi ng privil eges, preferences, and voting rights greater or |ess than those
appurtenant to the then outstandi ng shares, whether comon stock or preferred
st ock.

(c) Stock dividends may be paid out of surplus or undivided profits.

(d) A state bank may authorize conmon stock, which nmay be retained,
uni ssued by the institution, until such tine as the board of directors shal
order its sale or distribution

(e) No decrease of the capital stock shall be permitted w thout the
consent of the Commi ssioner and in no event shall the capital be reduced to a

figure below the mni mum prescribed by | aw.

23-48-312. Liability of sharehol ders -- Assessnent of stock

(a) Except as otherwi se provided in this section, a purchaser froma
state bank of its own shares is not liable to the state bank or its creditors
with respect to the shares except to pay the full consideration, fixed as
provi ded by law, for which the shares were issued or were to be issued.

Except as otherwi se provided in this section, or unless otherwi se provided in

1219961206.jmb518

76



© 00 N O 0o b~ W N B

W W W W WWWNNDNDNNDNDNNNNDNR R R B B B B B R e
o OO M W N P O © ® N O 0 M W N P O © ® N O O M W N B O

HB 1075
the articles of incorporation, a shareholder of a state bank is not personally
liable for the acts or debts of the state bank except that he may becone
personal ly |iable by reason of his own acts or conduct.

(b) When, in the opinion of the Conm ssioner, the report of an
exam nation of a state bank discloses bad or worthless assets which should be
charged off, he shall immediately instruct the officers of the state bank to
collect and realize upon such assets within a time fixed by him and, if not
collected or realized upon within that tine, the assets shall imediately be
charged off. If the capital, as defined by the Commi ssioner, is thereby
i mpai red, the Commi ssioner shall order the directors to make an assessnent
upon the capital stock in formand manner as provided in subsection (c) of
this section to restore capital

(c)(1) The directors of every state bank shall have power and authority
to levy and collect assessnments on the stock of the state bank and shall nake
such I evy on the order of the Conmm ssioner for the purpose of restoring any
deficiency that may occur by reason of the inpairnent of the capital of the
state bank.

(2) Should the assessnent not be paid within thirty (30) days fromthe
date the assessnment is made, the assessed stock, or so nmuch thereof as may be
necessary, shall be sold at public auction to provide funds to neet the
assessnent.

(3) Alienis created in favor of the state bank on the stock to pay the
assessnments so nade

(d) For purposes of this section, a state bank's capital is inpaired
when, in the opinion of the Comnr ssioner, its assets are of such a character
and value that it is unable in the ordinary course of business to neet the
m ni mum capital requirenments as specified fromtime to tine by adm nistrative
policies adopted by the Comr ssioner. |In the absence of fraud or collusion
the determ nation of the Comn ssioner as to inpairnment of capital is

concl usi ve.

23-48-313. Casses of stock -- Fractional shares -- Scrip.

(a) (1) The shares of the capital stock of any state bank nay consi st of
shares of common stock or of comon and preferred stock. Comron or preferred
stock may be divided into classes with such designations, preferences,

limtations, retirement provisions, and relative rights as shall be stated in
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the articles of incorporation or an anmendnent thereto.

(2) The voting rights of any class of stock may be denied or restricted
except that the holder of stock belonging to a class of stock issued as
nonvoting shall be entitled to vote in respect to a dissolution or a nmerger or
consolidation, or in respect to any proposal that woul d adversely affect the
preferences, privileges, and other rights annexed to such shares. A
stockhol der's right to vote under Arkansas Constitution, Article 12, Section
8, upon a proposal to increase the stock of the state bank may not be
abri dged.

(b)(1) Unless prohibited by the articles of agreenent, or an amendnent
thereto, or by bylaws, a state bank may issue a certificate for a fractiona
share or, by action of its board of directors, nmay issue, in lieu thereof,
scrip in bearer or registered formwhich shall entitle the holder to receive a
certificate for a full share upon the surrender of such scrip aggregating a
full share.

(2) Unless otherwi se provided in the articles of agreement or in an
anmendnent thereto, or in the bylaws, a fractional share shall, but scrip shal
not, entitle the holder to exercise voting rights, to receive dividends
thereon, and to participate in any of the assets of the corporation in the
event of [|iquidation.

(3) Where scrip is issued, the directors may provide that it shal
become void if not exchanged for certificates representing full shares before
a specified date, or the board may provide that the shares for which the scrip
i s exchangeabl e may be sold by the state bank and the proceeds thereof

distributed to the holders of the scrip.

23-48-314. Preenptive rights of stockhol ders.

(a) Unless otherw se provided by the articles of incorporation, every
st ockhol der, upon the sale for cash of any new stock of the sane class as that
whi ch he already holds, shall have the right to purchase his pro rata share
thereof at a price not exceeding the price at which it may be offered to
others, which price may be in excess of par.

(b) Where the articles of incorporation do not prohibit such preenptive
rights, the terns and conditions of the rights, and the time lint fixed for
the exercise thereof, may be prescribed in the articles of incorporation or

if not so prescribed in the articles of incorporation, then in the bylaws or
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in the resolution of the board of directors adopted in connection with the
stock increase. Provided, however, that for all state banks chartered after
May 30, 1997, there shall be no preenptive rights in stockhol ders except as

specified in the articles of incorporation

23-48-315. Issuance and sale of capital notes.

(a)(1l) Any state bank may, through action of its board of directors and
wi t hout requiring any action by stockholders, with the witten consent of the
Commi ssi oner, issue and sell its capital notes at not |ess than par

(2) The capital notes may be sold for cash or, with the witten consent
and approval of the Conmi ssioner, for property.

(b)(1) The capital notes shall be in such denomni nations, and the hol ders
thereof shall be entitled to such annual return thereon, as the Conmmi ssioner
My approve.

(2) The capital notes shall provide that they may be retired at such
time or tines and in such manner as may be fixed by the board of directors of
the state bank but in no event later than twenty (20) years after the date of
their issuance.

(3) The par value of the notes shall not exceed one-half (1/2) of the
capital base of the issuing state bank.

(4)(A) The state bank, in connection with the issue, subscription, or
sale of capital notes, may confer upon the hol der of each capital note the
right to convert the note into shares of the commn stock of the state bank on
such terms as are set forth in the instrunent evidencing the conversion
rights. The terms may include any agreenents not repugnant to |l aw for the
protection of the conversion rights, including, but without limting, the
generality of such authority:

(i) Restrictions upon the authorization or issuance of additiona

shares;

(ii) Provisions for the adjustnent of the conversion price or
ratio;

(iii) Provisions concerning rights in the event of reorganization
merger, consolidation, or sale or other disposition of all, or substantially
all, of the assets of the corporation; and

(iv) Provisions for the reservation of authorized but unissued

shares to satisfy the conversion rights.
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(B) If the shares into which the obligations are convertible would be
subject to preenptive rights if issued for cash, the conferring of the
conversion rights nust be authorized at a stockhol ders' neeting on a vote of
at least a mpjority of the shares of the issued and outstanding capital stock
of the state bank. The vote shall release the preenptive rights to the shares
required to satisfy such conversion rights.

(c)(1) Capital notes shall at the tine of their issuance be, and shal
at all tinmes thereafter renmmin, subordinate in rank and subject to the prior
paynment of all types of deposits of the state bank.

(2) The state bank may, for the security and protection of the hol ders
of the capital notes, agree upon such restrictions on the distribution or
paynment of dividends on its capital stock as the board of directors my
deci de.

(d)(1) Capital notes and accrued return thereon may be retired at any
time, in whole or in part, with the witten approval of the Conm ssioner
unl ess otherw se provided in the capital notes.

(2) I'n any case where capital notes issued under the provisions of this
section are callable in a period less than twenty (20) years after their
i ssuance, the state bank issuing the capital notes nay, by a provision
inserted therein to that effect, reserve the right, fromtine to tine, to
extend the time for the retirement of the capital notes. In that event, the
state bank issuing the capital notes may, by vote of a mpjority of its board

of directors, with the consent of the Conm ssioner, nmake the extension

23-48-316. Transfer of stock.

(a) The stock of every state bank shall be transferrable only on the
books of the bank.

(b) When any nunber of shares of the stock of a state bank or shares of
stock in an Arkansas bank hol di ng conmpany shall be transferred to any
transferee or joint transferees, the state bank or Arkansas bank hol di ng
conpany shall pronptly transmt to the Conmi ssioner a certificate, on a form
prescri bed by the Comn ssioner, showi ng such transfer. The certificate also
shall show the total nunmber of shares at that tinme outstanding in the nane of
the transferee or anyone known by the state bank or Arkansas bank hol di ng
conpany to be the noninee of the transferee or holding in trust for the

transferee. |f an Arkansas bank hol ding conpany is a reporting conmpany under
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8§ 13 or § 15(d) of the federal Securities and Exchange Act, then the Arkansas
bank hol di ng conpany may satisfy the reporting requirenments under this section
by reporting transfers one (1) time per year at such tinme and in such manner

as required by the Comm ssioner.

23-48-317. Change in control

(a) As used in this section, unless the context otherw se requires,
_control _ has the nmeaning set forth in 12 U . S.C. § 1841(a)(2).

(b)(1) Prior approval by the Comm ssioner of any transfer of ownership
shall not be required unless and until

(A) A transfer reported to the Commi ssioner would result in the control
by the transferee and any nonmi nee of the transferee and any person holding in
trust for the transferee of twenty-five percent (25% or nore of the capita
stock of the state bank or Arkansas bank hol di ng conpany; or

(B) Atransfer reported to the Commi ssioner would increase a then-
exi sting ownership of the capital stock of a state bank or Arkansas bank
hol di ng conmpany already controlled by the transferee to twenty-five percent
(25% or nore of the capital stock of the state bank or Arkansas bank hol ding
conpany.

(2) In either of the situations set out in subsections (b)(1)(A) and
(b)(1)(B) of this section, no shares held in such ownership may be voted
unl ess the ownership, and the transfers nentioned in subsections (b)(1)(A) and
(b)(1)(B) of this section, shall be approved by the Commi ssioner and his
approval given to the transferee in witing. The Comr ssioner in his
discretion may at any tine require any transferee to certify in witing as to
the extent of the I egal or beneficial ownership by the transferee of the stock
of the state bank or Arkansas bank hol di ng conpany.

(c) Any transferee seeking to acquire twenty-five percent (25% or nore
of the capital stock of a state bank or Arkansas bank hol di ng conpany shal
file with the Conm ssioner an application for approval subnitted to the
Commi ssi oner in such formas the Comr ssioner may prescribe, such application
to be acconpanied by a filing fee of not |less than five hundred dollars ($500)
nor nore than five thousand dollars ($5000) as set by Departnent regulation
The application shall include the information set forth in subsection (d)
hereof, and contain such additional information as the Conm ssioner my

require.
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(d) An application for approval to acquire control of a state bank or
an Arkansas bank hol di ng conpany, shall contain evidence that:

(1) The proposed transaction will promote the safety and soundness of
the institution to be controll ed;

(2) If the applicant is a bank hol ding conpany, the transaction will not
result in a violation of the provisions of 23-48-405;

(3) The applicant bank or the bank subsidiaries of an applicant bank
hol di ng conpany adequately serve the conveni ence and needs of the communities
served by themin accordance with the federal Comunity Reinvestnent Act of
1977; and

(4) The applicant intends to adequately serve the conveni ence and needs
of the communities served by the state bank or state bank subsidiaries
proposed to be controlled in accordance with the federal Conmunity
Rei nvest ment Act of 1977. The application shall specifically address the
proposed initial capital investnments, proposed |oan policies, proposed
i nvestment policies, proposed dividend policies, and general plan of proposed
busi ness of the institution proposed to be controlled, including the ful
range of consumer and busi ness services which are proposed to be offered.

(e) The Commi ssioner shall approve an application to acquire control of
a state bank or an Arkansas bank hol ding conpany if he is satisfied that:

(1) The evidence and information contained in the application would
result in the likelihood that the public interest would be served,

(2) The safety and soundness of the institution to be controlled is

adequat el y addressed; and

(3) Approval of the application, if the applicant is a bank hol di ng
conmpany, will not result in a violation of the provisions of 23-48-405.

23-48-318. Stockhol der neetings -- Notice of special neeting.

(a) A special neeting of the stockhol ders, whether held for the purpose
of amending the articles of incorporation or for any other |awful purpose, my

be called as prescribed in the bylaws or, if the bylaws are silent in such
respect, by the president or by resolution of the board of directors.

(b) Witten notice of the special neeting shall be given to each
stockhol der entitled to vote at the nmeeting, other than stockhol ders who waive
notice in witing, for the time and in the manner set out in the byl aws

subject to the follow ng mninmmrequirenments:
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(1) The notice nust be signed by an officer of the state bank

(2) The notice nust state the tine and place of the meeting and nust
al so state the nature of the proposals to be subnitted to the stockhol ders at
the neeting;

(3) The notice nust be mailed to each such stockhol der, other than those
wai ving notice, by first class mail, postage prepaid, directed to the
stockhol der at the address of the stockholder shown on the stock records of
the state bank. The depositing of the notice in the nmail as above prescribed
shall constitute the giving of the notice. It is not necessary in any event
that the mailing be by registered or certified mail;

(4) If the neeting is called for the purpose of increasing the
aut horized capital stock of the state bank, the notice shall be nailed at
| east sixty (60) days prior to the nmeeting, but if the neeting is called for
any ot her purpose, the notice shall be mailed for such nunber of days prior to
the neeting as may be prescribed in the bylaws. |n no event shall miling be
|l ess than ten (10) days prior to the date of the neeting.

(c) Any stockholder may waive the right to receive notice of special
nmeeti ngs of the stockhol ders by:

(1) A witten waiver of the right, signed by the stockhol der, which
shal | be effective as a waiver until revoked; or

(2) The stockhol der's attendance, in person or by proxy, at the

meeti ng.

23-48-319. Stockhol der neetings -- Notice of annual neeting.

(a) Not less than ten (10) days witten notice of an annual neeting
shall be given to each stockhol der, other than stockhol ders who waive notice
in witing, which notice shall be nailed by first class mail, postage prepaid,
and directed to the stockhol der at his address shown on the stock records of
t he state bank.

(b) However, if it is proposed at an annual neeting to approve an
anmendnent to the articles of incorporation, or to approve a nerger
consol i dation, conversion, corporate dissolution, or reorgani zation through
pl an of exchange, the annual neeting will be regarded, so far as such speci al
matters are concerned, as a special neeting. It shall not be lawful to submt
such special matters at an annual neeting unless, in respect to the special

matters, there shall have been a call of the neeting and witten notice given
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all as required in 23-48-318 concerni ng special meetings.

23-48-320. Stockhol der neetings -- Quorum -- Voting.

(a)(1l) Each share of stock shall be entitled to one (1) vote on each
matter submitted at a nmeeting of stockhol ders except to the extent that the
voting rights of any class are linited or denied, to an extent pernitted by
law, by the articles of incorporation or an anendnent thereto.

(2) Subject to the provisions of subsection (d) hereof, in electing
directors at neetings of stockhol ders, each stockhol der of a state bank shal
have a right to vote the nunber of shares owned by himfor as many persons as
there are directors to be elected, or to cunmul ate said shares so as to give
one (1) candidate as many votes as the nunber of directors multiplied by the
nunber of shares of stock held by himshall equal. The stockhol der may
distribute his votes on the sane principle anong as many candi dates as he
shall see fit, unless it is provided otherwise in the articles of
i ncorporation or the bylaws of the state bank

(b) A mjority of the issued and outstanding shares entitled to vote at
the neeting shall constitute a quorum |f a quorumis present, the vote of a
maj ority of the shares present or represented at the neeting and entitled to
vote on the subject matter shall be the act of the stockhol ders unless the
vote of a larger mpjority is required by the bylaws or by this or any other
applicable statute.

(c) A stockholder nmay vote in person or by witten proxy. No proxy
shall be valid after eleven (11) nonths fromthe date of its execution unless
otherwi se provided in the proxy, but a proxy nay be of indefinite duration if
coupled with an interest.

(d) For all state banks chartered after May 30, 1997, there shall be no
curmul ative voting privilege unless the state bank's articles of incorporation

so provide.

23-48-321. dCosing transfer books -- Fixing record date.

(a) For the purpose of determ ning stockholders entitled to notice of,
or to vote at, any annual or special neeting of stockhol ders or any
adj ournnment thereof, or entitled to receive paynent of any dividend, the board
of directors of a state bank may provide that the stock transfer books shal

be closed for a stated period but not to exceed, in any case, seventy (70)
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days before the date of the neeting.

(b) In lieu of closing the stock transfer books, the board of directors
may fix a date in advance of the neeting as the record date for any such
determ nati on of stockholders. The date in any case nmay not be nore than
seventy (70) days prior to the date on which the neeting is to be held.

(c) |If the stock transfer books are not closed and no record date is
fixed for the determnination of stockholders entitled to notice of, or to vote
at, a neeting of stockholders, or stockholders entitled to receive paynent of
a dividend, the date on which notice of the neeting is mailed or the date on
whi ch the resolution of the board of directors declaring such dividend is
adopted, as the case may be, shall be the record date for such deternination
of stockhol ders.

(d) When a deternmination of stockholders entitled to vote at any
nmeeti ng of stockhol ders has been nmade as provided in this section, such

determination shall apply to any adjournment thereof.

23-48-322. Board of directors -- Standard of conduct.

(a)(1)(A) The affairs of any state bank shall be managed and controll ed
by a board of directors of not |less than three (3) persons, who shall be
selected at such times and in such manner as nay be provided by its byl aws.

(B) Menbers of the board of directors are not required to be
st ockhol ders of the state bank or of its bank hol ding conpany unless so
provided in the bylaws of the state bank.

(2) The initial board of directors may be el ected by the incorporators,
with the privilege of cunulative voting to have no application to the el ection
of the initial board.

(b) Any vacancy in the board of directors of any state bank shall be
filled by appointment by the remaining directors, and any director so
appoi nted shall hold office until the election of his successor

(c) Unless the articles of incorporation, or an amendnment thereto,
shall provide to the contrary, the directors shall have exclusive power to
promul gate, anend, or repeal bylaws of the state bank

(d) A director of a bank which nmaintains its main banking office within
the state of Arkansas shall discharge his or her duties as a director
i ncluding his or her duties as a nmenmber of any comittees:

(1) I'n good faith;
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(2) Wth the care an ordinary prudent person in a |like position would
exerci se under similar circunstances; and

(3) I'n a manner he or she reasonably believes to be in the best interest
of the bank.

(e) I'n discharging his or her duties, a director shall be entitled to
rely on information, opinions, reports, or statenments, including financial
statenents and other financial data, if prepared or presented by:

(1) One (1) or nore officers or enployees of the bank whomthe director
reasonably believes to be reliable and conpetent in the matters presented,;

(2) Legal counsel, public accountants, or other persons as to matters
the director reasonably believes are within the person's professional or
expert conpetence; or

(3) Acomittee of the board of directors of which he or she is not a
menber, if the director reasonably believes the cormittee nmerits confidence.

(f) Adirector is not acting in good faith if he or she has know edge
concerning the matter in question that nakes reliance otherwi se permtted in
subsection (e) of this section unwarranted.

(g) Adirector is not liable for any action taken as a director, or any
failure to take any action, if he or she perfornmed the duties of his or her

office in conpliance with this section

23-48-323. Oficers -- Selection, term etc.

(a) A state bank shall have a president, a secretary, and such other
officers as the directors nay fromtinme to tine designate. An individual nmay
hol d nore than one (1) office.

(b) Such officers shall hold their offices for a termof one (1) year
or until successors are elected unless sooner renoved by the board.

(c) The board shall require such bonds of the officers as it shall deem

proper and necessary to protect the funds of the state bank

23-48-324. COficers -- Taking acknow edgnents.

(a) An official of a bank who holds a comr ssion as notary public my
act as notary in taking the acknowl edgnent of nortgages and deeds of trust
executed in favor of such bank. All such instrunments previously acknow edged
in this manner are declared to have been lawfully acknow edged and entitled to

record.
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(b) This section does not authorize such official to take the

acknow edgrment of a deed of trust wherein he is named the trustee.

23-48-325. Banker.s banks.

(a) Any state bank may purchase, for its own account, shares of a bank
or bank hol di ng conpany if:

(1) The stock of the bank or bank hol di ng conpany whose shares are
bei ng purchased is owned exclusively by financial institutions; and

(2) The bank or bank hol di ng conpany whose shares are bei ng purchased
and all subsidiaries thereof are engaged exclusively in providing services for
financial institutions, their parent hol di ng conpani es, subsidiaries thereof,
and the officers, directors, and enpl oyees of each.

(b) In no event shall the total anpunt of stock held by a bank in any
bank or bank hol di ng conmpany described in subsection (a) of this section
exceed at any tine ten percent (10% of the hol ding bank.s capital base. |In
no event shall the purchase of that stock result in the purchasing bank
acquiring more than five percent (5% of any class of voting securities of the
bank or bank hol di ng conpany whose shares are purchased.

(c) The Conmissioner is authorized to receive applications, hold
heari ngs on the applications, and, with the approval of the Banki ng Board,

i ssue charters for a banker.s bank.
(d) Any banker's bank chartered under this section nmust have its

deposits insured by the Federal Deposit |nsurance Corporation

23-48-326. Application of Arkansas Busi ness Corporation Act of 1987.

Al'l state banks and subsidiary trust conpani es shall be subject to
current provisions of the Arkansas Busi ness Corporation Act of 1987 to the
extent that those provisions are not in conflict with the provisions of this
act. In the event that any provision of the Arkansas Busi ness Corporation Act
of 1987 is in conflict with any provision of this act, then the provision of

this act shall control

Subchapter 4 -- BANK HOLDI NG COVPANI ES

23-48-401. Definitions.

As used in this part, unless the context otherw se requires:
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(1) _Bank subsidiary_, with respect to a specified bank hol ding
conpany, neans:

(A Any bank, twenty-five percent (25% or nore of whose shares,
excl udi ng shares owned by the United States or by any conpany wholly owned by
the United States, are owned or controlled by the bank hol di ng conmpany;

(B) Any bank, the election of a majority of whose directors is
controlled in any manner by the bank hol di ng conpany;

(C© Any bank, twenty-five percent (25% or nore of whose voting shares
are held by a trustee for the benefit of the shareholders or nmenbers of the
bank hol di ng conpany;

(D) Any bank, with respect to the managerment or policies of which, the
Board of Governors of the Federal Reserve has determned that such bank
hol di ng conmpany has the power, directly or indirectly, to exercise a
controlling influence; or

(E) Any bank whi ch has been found by the Board of Governors of the
Federal Reserve to be controlled by a bank hol di ng conmpany.

(2) _Conpany_ means any corporation, limted liability conpany, or
busi ness trust doing business in this state but shall not include any
corporation the majority of the shares of which are owned by the United States

or by any state.

23-48-402. Nonapplicability of subchapter

(a) This subchapter shall not apply to shares of any conpany:

(1) Acquired by a bank hol di ng company or by a bank in satisfaction of a
debt previously contracted in good faith;

(2) Which are held or acquired by a bank in good faith in a fiduciary
capacity; or

(3) Which are of the kinds and anounts eligible for investnments by state
banks under the provisions of 23-47-401

(b) Notwi t hstandi ng subsection (a) hereof, a bank hol ding conpany or a
state bank shall dispose of shares acquired in satisfaction of a debt
previously contracted in good faith within a period of two (2) years fromthe
date on which they were acquired. The Conmi ssioner is authorized upon
application to extend, fromtinme to tinme for up to an additional three (3)
years, for not nore than one (1) year at a time, the two-year period referred

to above for disposing of any shares acquired by a bank hol di ng conpany, or
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state bank, in the regular course of securing or collecting a debt previously
contracted in good faith, if, in the Conmnm ssioner.s judgnment, such an
extension woul d not be detrinental to the public interest, but no such
extensions shall, in the aggregate, exceed three (3) years. However, a bank
hol di ng conmpany shall not be prohibited from purchasi ng such shares from any

of its banking subsidiaries, subject to the provisions of 23-48-405 and 406.

23-48-403. Penalties.
(a) Any person which willfully violates any provision of this part, or
order issued by the Conm ssioner pursuant thereto, or any Departnent

regulation is guilty of a class A nisdemeanor

(b) Any individual who willfully participates in a violation of any
provi sion of this subchapter shall, upon conviction, be fined not |ess than
one thousand dollars ($1,000) nor nmore than five thousand dollars ($5,000) or

i mpri soned not nore than one (1) year, or both.

23-48-404. Adm nistration.
The Conmi ssioner is authorized to and shall adm nister and carry out the
provi sions of this subchapter and shall issue such regul ations and orders as

may be necessary to discharge this duty and to prevent evasions of this part.

23-48-405. Omership or control of subsidiaries.
It shall be unlawful for a bank hol ding conpany to directly or
indirectly owm or control nore than one (1) bank subsidiary if any such bank

subsidiary has a de novo charter

23-48-406. Acquisition of bank stock or assets -- Linmtations.

(a) A bank hol ding conpany is prohibited from acquiring ownership or
control of the stock or the assets of any bank if, after giving effect to the
acquisition of the stock or the assets of that bank, the acquiring bank
hol di ng conmpany woul d own or control, directly or indirectly, banks having in
the aggregate nore than twenty-five percent (25% of the total deposits held
by all banks having main offices within the state.

(b) Determnations of the percentage of total deposits required by
subsection (a) of this section shall be nmade as of the date of acquisition of

the stock or assets. The determ nations shall be made with reference to the
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average total deposits of the respective banks as reflected on their quarterly
financial reports for the four (4) fiscal quarters i mmediately preceding the
date of acquisition as filed with the Federal Deposit |nsurance Corporation,
or its successor, or if the deposits of the bank are not insured by the
Federal Deposit |nsurance Corporation, then as filed with the Departnent, or
its successor.

(c) For the purpose of this section, the term “deposits” shall include,
without limtation, all demand, savings, tinme, certificates of deposit, and
other simlar depository accounts of any person, but shall not include
depository accounts of banks or public funds.

(d) Nothing in this section is intended to prevent any bank hol di ng
conmpany domiciled in the State of Arkansas from acquiring ownership or contro
of banks domiciled outside the State of Arkansas if applicable state or
federal laws pernit the Arkansas bank hol ding conpany to do so. However,
except as pernmitted by applicable federal |aw or specifically authorized by
this act, no bank hol di ng conpany dom cil ed outside the State of Arkansas
shall be authorized to acquire direct or indirect control of a bank donmiciled

within the State of Arkansas.

Subchapter 5. MERGERS, CONSOLI DATI ONS, CONVERSI ONS,
EMERGENCY ACQUI SI TI ONS, PURCHASES OR ASSUMPTI ONS

23-48-501. Definitions.

As used in this part, unless the context otherw se requires:

(1) _Converting bank_ nmeans a state bank converting to a national bank
a national bank converting to a state bank, or a savings and | oan associ ation
converting to a state bank;

(2) _Dissenters' rights_ nmeans the rights of dissenting stockhol ders
specified in 23-48-506;

(3) _Merger_ includes consolidation in all sections of this subchapter
except 23-48-5009;

(4) _Merging bank_ nmeans a bank which is a party to a nmerger and which
is not the resulting bank;

(5) _Purchase or assunption_ nmeans the purchase by a state bank of over
fifty percent (50% of the assets of another depository institution, or the

assunption by a state bank of over fifty percent (50% of the liabilities of
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anot her depository institution;

(6) _Resulting bank_ means the bank resulting froma nerger or
conversion, or the bank purchasing over fifty percent (50% of the assets or
assum ng over fifty percent (50% of the liabilities of another depository
institution in a purchase or assunption transaction;

(7) _Wolly owned Arkansas bank hol di ng conmpany_ neans a _bank hol di ng
conpany_, as that termis defined in 23-45-102, incorporated under the | aws of
the State of Arkansas, all of the outstanding shares of each class of the

capital stock of which is owned by a single individual or entity.

23-48-502. Merger or conversion of state bank into national bank

(a) Subj ect to the provisions of this subchapter and provi ded that
parties to a nerger do not have a de novo charter, a state bank may nmerge into
a national bank.

(b) The action to be taken by a merging or converting state bank and
its rights and liabilities and those of its sharehol ders shall be the sane as
those prescribed for national banks, at the time of the action, by the | aws of
the United States, and not by the law of this state, except that:

(1) The assenting vote of the holders of a sinple majority of each class
of voting stock of a state bank shall be required for the merger or
conversion; and

(2) Upon the nmerger of a state bank into a national bank, the
st ockhol ders of the state bank shall have dissenters' rights.

(c) No approval by the Comnr ssioner or by any other state authority
shall be necessary for a state bank to convert or nmerge into a resulting
nati onal bank as provided by federal law. However, within ten (10) days
following the effective date of the merger or conversion, the resulting bank
shall be required to file in the office of the Conm ssioner, a conplete copy
of the articles of merger or conversion. This copy must be certified by the
presi dent or a vice president of the resulting bank.

(d) Upon the conpletion of the nerger or conversion, the charter of any

mer gi ng or converting state bank shall automatically termn nate.

23-48-503. Merger of bank or savings and | oan association into state
bank.

(a) Wth the approval of the Conmi ssioner and the Banking Board and
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after a public hearing as prescribed by the applicable Iaw of this state, any
bank or savings and | oan association may be nerged with a state bank to result
in a state bank, provided that, if any national bank or savings and | oan
associ ation shall be involved in the nmerger, there shall be conpliance with
the requirenments of the state or federal |aws applicable to such national bank
or savings and | oan association. A bank or savings and | oan association may
merge into a state bank provided the parties to the nmerger do not have a de
novo charter. The applicant shall file an application with the Comi ssi oner
cont ai ning such information as the Comnr ssioner may require. The assenting
vote of a sinple mpjority of each class of voting stock of the merging bank
and resulting bank shall be required for the nerger, provided that no vote of
the sharehol ders of the resulting bank shall be required if the nunber of
shares to be issued in connection with the nerger does not exceed twenty
percent (20% of the outstanding shares of the resulting bank prior to the
mer ger.

(b) The Commi ssioner shall provide the Banking Board with the results of
the investigation of the application

(c) The Commi ssioner shall approve the application if, at the hearing,
both the Conmi ssioner and the Banking Board find that:

(1) The proposed nerger provides adequate capital structure;

(2) The terns of the nerger agreenment are fair;

(3) The nmerger is not contrary to the public interest;

(4) The proposed nerger adequately provides for dissenters' rights; and

(5) The requirenents of all applicable state and federal |aws have been

conplied wth,.

23-48-504. Conversion of national bank or savings and | oan associ ation
into state bank.

(a) A national bank or savings and | oan association having its main
office in this state which follows the procedure prescribed by applicable
federal or other law may convert into a state bank and nmay be granted a
charter by the Banking Board, with the concurrence of the Conmi ssioner

(b) The national bank or savings and | oan association may apply for a
state charter by filing with the Comnr ssioner an application containing such
i nformati on the Commi ssioner may require along with a certificate signed by

its president or a vice president setting forth the action taken in conpliance
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with the provisions of the applicable | aws, acconpanied by the articles of
i ncorporation approved by a majority vote of the stockholders for the
governance of the applicant as a state bank

(c) The public hearing at which the issuance of the state charter is
aut hori zed shall be called by the Conmm ssi oner

(1) On not less than fourteen (14) days witten notice to the applicant
and to each nenber of the Banking Board; and

(2) Upon publication in a newspaper published in the City of Little Rock
and having a general and substantially statew de circulation, at |east
fourteen (14) days before the hearing, publication to show the tinme, place,
and purpose of the hearing.

(d) If, at the hearing, both the Commi ssioner and the Banking Board find
that the proposed state bank neets the standards as to location of offices,
capital structure, and character of officers and directors required for the
i ncorporation of a state bank, they shall grant the application for

conver si on.

23-48-505. Provisions when resulting state bank not to exercise trust
power s.

Where a resulting state bank is not to exercise trust powers, the
Commi ssi oner shall not approve a nerger or conversion until satisfied that
adequat e provi sion has been nmade for successors to fiduciary positions held by

the nergi ng banks or the converting bank

23-48-506. Dissenting stockhol ders.
(a) For purposes of this section, with respect to a state bank:
(1) _Corporate action_ nmeans:
(A) Consunmation of a merger to which the state bank is a party;
(B) Consunmation of a sale or transfer of over fifty percent (50%
of the state bank's assets to another depository institution; or
(C Consunmmation of a sale or transfer of over fifty percent (50%
of the state bank's liabilities to another depository institution
(2) _Selling bank_ neans a state bank selling or transferring over fifty
percent (50% of its assets or over fifty percent (50% of its liabilities to
anot her depository institution.

(b)(1) The owner of shares of a state bank which were not voted for a
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corporate action, and who has given notice in witing to the state bank at or
prior to the neeting of the stockhol ders approving the corporate action, that
he dissents fromthe corporate action shall be entitled to receive in cash the
val ue of the shares held by him if the dissenting stockhol der has delivered a
written demand for paynment to the resulting bank at any time within ten (10)
days after the date on which the stockhol ders. meeting authorizing the
corporate action was concl uded.

(2) This written demand for paynment shall state the number and the class
of shares owned by the dissenting stockholder. Any dissenting stockhol der
failing to make the demand shall be bound by the terns of the purchase or
assunption, or nerger.

(3) The resulting bank shall fix an amount, which it considers to be not
more than the fair market value of the shares of the nerging, resulting, or
selling bank as of the date on which the stockhol ders. neeting authorizing the
corporate action was concluded, which it will offer to pay dissenting
stockhol ders entitled to paynent in cash. Upon receipt froma dissenting
stockhol der of a witten demand for paynent in cash of the fair value of his
shares, the resulting bank shall give the dissenting stockhol der notice of the
anount it will pay for dissenting shares within twenty (20) days after the

date on which the stockhol ders. neeting authorizing the corporate action was

concl uded.
(4) Any dissenting stockholder may agree to accept the ampunt in |ieu of
pursuing the appraisal remedy set forth below by delivering a witten

acceptance of the offer to the resulting bank within thirty (30) days after
the date on which the stockhol ders. neeting authorizing the corporate action
was concl uded.

(c)(1) The value of shares held by dissenting stockholders entitled to
receive in cash the value of the shares held by them who do not accept the
offer of the resulting bank within the thirty-day period set forth above,
shall be determ ned as of the date on which the stockhol ders. neeting
aut hori zing the corporate action was concluded by three (3) appraisers. The
apprai sers are to be chosen as foll ows:

(A) One (1) shall be selected by the dissenting stockhol ders by the vote
of a mpjority of the aggregate number of dissenting shares held by the
di ssenting stockhol ders;

(B) One (1) shall be selected by the board of directors of the resulting
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bank; and

(C) The third shall be selected by the two (2) so chosen.

(2) The valuation agreed upon by any two (2) of the three (3) appraisers
t hus chosen shall govern. However, if the value so fixed shall not be
satisfactory to any dissenting stockhol der who has requested paynent as
provi ded herein, the stockholder may, within five (5) days after being
notified of the appraised value of his shares, appeal to the Conm ssioner, who
shall cause a reappraisal to be made, which shall be final and binding as to
the val ue of the shares of the appellant.

(3) If, within ninety (90) days after the date on which the
st ockhol ders« neeting authorizing the corporate action was concl uded, for any
reason, one (1) or nore of the appraisers is not selected as provided in this
section, or the appraisers fail to determnmine the value of dissenting shares,
t he Conmi ssioner shall, upon witten request of any interested party nade
within five (5) days after the expiration of the ninety-day period, cause an
apprai sal to be nade which shall be final and binding upon all parties.

(d)(1) The expenses of the appraiser selected by the dissenting
st ockhol ders shall be paid by the dissenting stockhol ders.

(2) The expenses of the appraiser selected by the board of directors of
the resulting bank shall be paid by the resulting bank

(3) The expenses of the third appraiser shall be paid by and prorated
anong the dissenting stockholders and the resulting bank in such a manner as
is determ ned by the Comm ssioner to be fair and equitable under the
ci rcumst ances.

(e)(1) If the Commissioner is required to make the appraisal, his
expenses in making the appraisal shall be paid by and prorated anong the
di ssenting stockhol ders and the resulting bank in such a manner as is
determ ned by the Conmi ssioner to be fair and equitable under the
ci rcumst ances.

(2) If the Conmissioner is required to make a reappraisal, his expenses
in maki ng the reappraisal shall be paid by the appellant.

(f) If, within ninety (90) days after the date on which the
st ockhol ders« neeting authorizing the corporate action was concl uded, for any
reason, one (1) or nore of the appraisers are not selected as provided in this
section or the appraisers fail to determ ne the value of dissenting shares,

and if no witten request to value the dissenting shares is filed with the
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Commi ssioner within five (5) days after the expiration of the ninety-day
period, then all dissenting stockholders who have failed to accept the offer
of the resulting bank within the thirty-day period prescribed above shall be
bound by the terms of the purchase or assunption, or nerger

(g) The anpunt due a dissenting stockhol der under an accepted offer of
the resulting bank or under the appraisal shall constitute a debt of the
resul ting bank which nust be paid, if and when the purchase or assunption, or
merger, is consumuated, simultaneously with the surrender by the dissenting
st ockhol der of his shares.

(h) Wthin ten (10) days after the corporate action, the resulting bank
shall give witten notice of the consummtion of the corporate action to each
di ssenting stockholder who is entitled to receive in cash the fair val ue of
hi s shares.

(i) The plan of nerger, or the plan of purchase or assunption, shal
provi de for paynent of or the manner of disposing of any shares of the

resul ting bank not taken by dissenting stockhol ders.

23-48-507. Continuation of corporate entity -- Use of old nane.

(a) A resulting bank shall be the same business and corporate entity as
each party to the nerger or as the converting bank, with all the property,
rights, powers, liabilities, and duties of each party to the nerger or the
converting bank, except as affected by the state law in the case of a
resulting state bank or the federal law in the case of a resulting nationa
bank and by the charter and bylaws of the resulting bank

(b) A resulting bank shall have the right to use the nane of any party
to the nmerger or of the converting bank whenever it can nore conveniently do
any act under that nane.

(c) Any reference to a party to the nerger or converting bank in a
contract, will, or docunment, whether executed or taking effect before or after
the nmerger or conversion, shall be deermed to refer and apply to the resulting

bank if not inconsistent with the other provisions of the witing.

23-48-508. Resulting state bank -- Time for conformance with state | aw.
If a party to a nmerger or converting bank has assets which do not
conformto the requirenents of state law for the resulting state bank or if it

carries on business activities which are not permtted for the resulting state
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bank, the Commi ssioner may pernit a reasonable tinme in which to conformwith

state | aw.

23-48-509. Merger of wholly owned Arkansas bank hol di ng conmpany into
stat e bank.

(a) Wth the approval of the Commi ssioner, any wholly owned Arkansas
bank hol di ng conpany that owns all of the outstandi ng shares of each class of
the capital stock of a subsidiary state bank nmay be nerged into such bank to
result in a state bank w thout the approval of the shareholders of either the
whol Iy owned Arkansas bank hol di ng conmpany or the state bank, provided that
the nmerger otherwi se conplies with the then-applicable |aw of this state.

(b) The board of directors of the wholly owned Arkansas bank hol di ng
conmpany and the board of directors of the state bank shall adopt a plan of
merger that sets forth

(1) The nanes of the wholly owned Arkansas bank hol di ng conpany and
stat e bank; and

(2) The manner and basis of converting the shares of the wholly owned
Arkansas bank hol di ng conmpany into shares of the state bank

(c) The articles of merger containing the plan of nmerger, signed by each
constituent corporation by its president or a vice president, shall be filed
with the Comnr ssioner in the manner required by law for the nmerger of state
banks, and after the Comm ssioner's approval, with the Secretary of State in
the manner required by law for the nerger of business corporations.

(d) The articles of merger shall beconme effective upon the filing of the
articles with the Secretary of State and, not nore than sixty (60) days after
the approval of the articles by the Commi ssioner, as may be specified in the

articles as the tinme when the nerger shall becone effective.

23-48-510. Purchases or assunptions by a state bank

(a)(1) Wth the approval of the Banking Board and the concurrence of
t he Conmi ssioner and subject to the provisions of this subchapter and provided
that no party to a proposed transaction has a de novo charter, a state bank
may purchase all or a mpjority of the assets or assume all or a mpjority of
the liabilities of another depository institution

(2) The agreenent of purchase and sale shall be authorized and approved

by the boards of directors of the purchasing state bank and selling depository
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institution. The agreement shall be approved by the affirmative vote of the
hol ders of at least a sinple majority of the outstanding shares of the selling
depository institution entitled to vote thereon, at a neeting called for the
purpose in |ike manner as neetings to approve nergers are called, and an
application containing such information as the Conmm ssioner nmay require shal
be filed with the Conm ssioner

(3) The Conmi ssioner shall cause the application to be investigated as
soon as practicable and the application and the results of the investigation
shall be forwarded to the Banki ng Board.

(4) The Banking Board shall hold a public hearing on the application
pursuant to notice and procedure required for such applications.

(5) The Conmi ssioner shall approve the application if, at the hearing,
both the Conmi ssioner and the Banking Board find that the proposed purchase or
assunpti on:

(A) Provides adequate capital structure;

(B) Is fair;

(C It is not contrary to public interest; and

(D) Adequately provides for dissenters' rights for the stockhol ders of
any selling state bank.

(b)(1) Wth the approval of the Commi ssioner a state bank nay assune
less than a majority of the liabilities of another depository institution

(2) The agreement of purchase and sale for the assunption of the
liabilities referred to in subsection (b)(1) of this section shall be
aut hori zed and approved by the boards of directors of the assum ng state bank
and selling depository institution.

(3)(A) A state bank seeking to assune less than a majority of the
liabilities of another depository institution shall file with the Comn ssioner
an application containing such information as the Comri ssioner may require.

(B) The Conmi ssioner shall have such application investigated as soon
as practicable and shall approve the application if he is satisfied that the
proposed assunption:

(i) Provides adequate capital structure;
(ii) Is fair; and
(iii) I's not contrary to public interest.
(c) No approval by the Comr ssioner or the Banking Board is required

for the purchase by a state bank of less than a nmajority of the assets of
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anot her depository institution.

23-48-511. Comnmi ssioner's granting of new charter or branch facility in
connection with failed institutions.

(a) Upon application of either individual incorporators or a bank
hol di ng conmpany, the Comm ssioner is authorized to grant a state bank charter
to such applicant i mediately and wi thout the approval of the Banking Board,
if the Commissioner finds that the inmediate formation of a new state bank
will protect the depositors of a failed depository institution when the
receiver of the failed depository institution has solicited bids for the sale

of its deposits.

(b) The Conmissioner is further authorized to grant nore than one (1)
state bank charter pursuant to solicitation of bids by the receiver of a
failed depository institution should the receiver determine to solicit bids
for deposits at separate offices or branches of a failed depository
institution.

(c) Any state bank charter granted by the Comr ssioner pursuant to this
section shall not be considered a de novo charter, as that termis defined in
23-45-102.

(d) The Conmissioner may grant a branch bank application for a state
bank to acquire the deposits and operate a branch of a failed depository
institution regardless of state law linmiting branch | ocations should the
application be subnmitted pursuant to the solicitation of bids by the receiver
of a failed depository institution and should the Comni ssioner find the action
woul d protect depositors of the failed depository institution. The
Commi ssi oner may grant an application for a state bank to acquire deposit
liabilities wi thout continued operation of a bank facility if the applicant

has subnmitted an application therefor pursuant to this section

Subchapter 6 - REORGANI ZATI ON THROUGH PLAN OF EXCHANGE

23-48-601. Authority to adopt plan of exchange -- Approval by
Commi ssi oner required.

(a)(1l) A state bank may adopt a plan of exchange of all of the
out standi ng capital stock held by its stockhol ders, for the consideration

designated in this section to be paid or provided by a bank hol di ng conpany
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whi ch acquires the stock, in the manner provided in this part, by conplying
with the provisions of this part, subject to subsections (b)-(e) of this
section.

(2) The plan of exchange may provide that the bank hol di ng conpany, as
the acquiring person, as consideration for the stock of the state bank nay:

(A) Transfer shares of its capital stock;

(B) Transfer other securities issued by it;

(C) Pay cash;

(D) Pay or provide other consideration; or

(E) Pay or provide any conbi nation of the foregoing types of
consi derati on.

(b) No such plan of exchange shall be effectuated unless, in advance
thereof, the plan has been filed with the Comr ssioner and approved in writing
by himafter notice and a hearing thereon. The Conm ssioner shall give
approval within a reasonable time after the hearing unless he finds the plan:

(1) I's contrary to | aw,

(2) Is inequitable to the stockhol ders of the state bank involved,;

(3) Wuld not provide a satisfactory nmeans for disposing of shares of
the state bank resulting from di ssenting stockhol ders; or

(4) Would substantially reduce the security of or service to be rendered
to depositors or other custonmers of the state bank or any affiliate bank of
the state bank or the bank hol di ng conpany.

(c) No director, officer, agent, or enployee of any party to an
exchange of stock shall receive any fee, conm ssion, conpensation, or other
val uabl e consi derati on what soever for in any manner aiding, pronoting, or
assisting therein except as set forth in the plan of exchange.

(d) If the Conm ssioner does not approve the plan of exchange, the

Commi ssi oner shall notify the state bank in witing specifying the reasons

t herefor.
(e) For every plan of exchange filed with the Comm ssioner under
subsection (b) of this section, there shall be paid to the Departnent by the

state bank involved a filing fee equal to one-tenth of one percent (.1% of
the paid-up capital stock of the state bank. However, the fee shall in no
case be less than five hundred dollars ($500) or nore than one thousand
dollars ($1,000). In addition, the state bank shall pay all expenses and

costs of the Department incurred in connection with the plan of exchange and
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the hearing thereon including, but not Iinmted to, travel expenses, nmmil and
delivery charges, copying costs, and court reporters. fees. The Conm ssioner
may by order reduce or waive the filing fee, but not the paynment of the
expenses and costs of the Departnment, if the Conm ssioner determnines that the

fee is excessive under the circunstances.

23-48-602. Procedure for adopting and filing plan of exchange.

(a) The directors, consisting of at least a mgjority, of a state bank
and bank hol di ng conpany who desire to adopt a plan of exchange pursuant to
this subchapter shall adopt a plan of exchange, signed by them under their
respective corporate seals, which shall prescribe and set forth:

(1) The terns and conditions of the plan of exchange;

(2) The node of carrying it into effect;

(3) Provisions with respect to abandonnent;

(4) The effective date of the exchange of shares or the method of
determ nation thereof;

(5) The manner and basis of any cash paynent or issuance or exchange of
shares of stock or other securities of the bank hol ding conpany for shares of
the state bank; and

(6) Such other details and provisions as are deenmed necessary or
desi rabl e.

(b)(1) The plan of exchange shall be subnmitted to the stockhol ders of
the state bank to be acquired at a neeting thereof called for that purpose.

(2) Notice shall be given of the tinme, place, and purpose of the neeting
to each stockhol der or menber of record, whether entitled to vote or not.

(3) At the neeting, the plan of exchange shall be considered by the
stockhol ders entitled to vote thereon. A vote by ballot, in person or hy
proxy, shall be taken for the adoption or rejection of the plan. Unless
otherwi se provided in the state bank.s articles of incorporation for voting on
a plan of exchange, the plan of exchange shall be approved upon receiving the
affirmati ve vote of the holders of at least a sinple mgjority of the
out standi ng shares of the state bank entitled to vote thereon. However, if
any class of shares of the state bank is entitled to vote as a class on the
pl an, the plan of exchange shall be approved upon receiving the affirmative
vote of the holders of at least a sinple ngjority of the outstandi ng shares of

each class of shares entitled to vote as a class on the plan and the total
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out standi ng shares entitled to vote on the plan. |f the plan of exchange is
approved by the stockhol ders of the state bank, then that fact shall be
certified in the plan by the president or a vice president of the state bank

(4) The plan so adopted and certified shall be signed by the president
or a vice president of each party to the plan of exchange, and acknow edged
before an officer authorized by |aw to take acknow edgnent of deeds.

(c) The plan, adopted and certified as provided in subsection (b) of
this section, shall be filed in duplicate originals with the Comi ssi oner
prior to the hearing on the plan and within ten (10) days follow ng the
approval of stockhol ders and, after approval thereof by the Comr ssioner as
provi ded in 23-48-601 shall be taken and deened to be the plan of exchange of
the parties thereto.

(d) Any plan of exchange may be abandoned in conformity with the terns
t hereof as approved by the Conmi ssioner provided, in that event, due notice of
abandonnent shall be forthwith transmitted to the stockholders of the state
bank, and to the secretary of the bank hol ding conpany which are parties
thereto, within ten (10) days of the abandonnent in a nmanner and form

prescri bed or approved by the Conmi ssioner

23-48-603. Dissenting fromplan of exchange.

(a) (1) The owner of shares of a state bank which were voted against a
pl an of exchange, and who has given notice in witing to the state bank, at or
prior to the neeting of the stockhol ders approving the plan, that he dissents
fromthe plan of exchange, shall be entitled to receive in cash the val ue of
the shares held by him if the plan of exchange is consunmated and if the
di ssenting stockhol der has delivered a witten demand for paynment to the state
bank at any time within ten (10) days after the date on which the
st ockhol ders. neeting aut horizing the plan of exchange was concl uded.

(2) This written demand for paynment shall state the number and the class
of shares owned by the dissenting stockholder. Any dissenting stockhol der

failing to make such a demand shall be bound by the terns of the plan of

exchange.
(3) The state bank shall fix an ampbunt which it considers to be not nore
than the fair market value of the shares of the state bank as of the date on

whi ch the stockhol ders. neeting authorizing the plan of exchange was

concluded, which it will offer to pay dissenting stockholders entitled to
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paynment in cash. Upon receipt froma dissenting stockholder of a witten
dermand for paynent in cash of the fair value of his shares, the state bank
shall give the dissenting stockholder notice of the anount it will pay for
di ssenting shares within twenty (20) days after the date on which the
st ockhol ders. neeting authorizing the plan of exchange was concl uded.

(4) Any dissenting stockhol der may agree to accept the ampunt in |ieu of
purchasi ng the appraisal remedy set forth in subsection (b) of this section by
delivering a witten acceptance of the offer to the state bank within thirty
(30) days after the date on which the stockhol ders. neeting authorizing the
pl an of exchange was concl uded.

(b)(1) The value of shares held by dissenting stockholders, entitled to
receive in cash the value of the shares held by them who do not accept the
offer of the state bank within the thirty-day period set out in subdivision
(a)(4) of this section shall be determ ned as of the date on which the
st ockhol ders. nmeeting authorizing the plan of exchange was concluded by three
(3) appraisers:

(A) One (1) shall be selected by the dissenting stockhol ders by
the vote of a majority of the aggregate number of dissenting shares held by
the di ssenting stockhol ders;

(B) One (1) shall be selected by the board of directors of the
stat e bank; and

(C The third shall be selected by the two (2) so chosen.

(2) The valuation agreed upon by any two (2) of the three (3) appraisers
thus chosen shall govern. However, if the value so fixed shall not be
satisfactory to any dissenting stockhol der who has requested paynent as
provi ded herein, the stockholder may, within five (5) days after being
notified of the appraised value of his shares, appeal to the Comm ssioner
The Conmi ssioner shall cause a reappraisal to be nmade, which shall be fina
and binding as to the value of the shares of the appellant.

(3) If, within ninety (90) days after the date on which the
st ockhol der s« neeting authorizing the plan of exchange was concl uded, for any
reason, one (1) or nore of the appraisers is not selected as herein provided,
or the appraisers fail to determ ne the value of dissenting shares, the
Commi ssi oner shall, upon witten request of any interested party made within
five (5) days after the expiration of the ninety-day period, cause an

apprai sal to be nade which shall be final and binding upon all parties.
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(c)(1) The expenses of the appraiser selected by the dissenting
st ockhol ders shall be paid by the dissenting stockhol ders.

(2) The expenses of the appraiser selected by the board of directors of
the state bank shall be paid by the state bank

(3) The expenses of the third appraiser shall be paid by and prorated
anong the dissenting stockholders and the state bank in such manner as is
determ ned by the Conmi ssioner to be fair and equitable under the
ci rcumst ances.

(d)(1) If the Comri ssioner is required to make the appraisal, the
expenses of the Conmi ssioner in making the appraisal shall be paid by and
prorated anmong the dissenting stockholders and the state bank in such manner
as is determned by the Conm ssioner to be fair and equitabl e under the
ci rcumst ances.

(2) If the Conmissioner is required to make a reappraisal, the expenses
of the Conmm ssioner in making the reappraisal shall be paid by the appellant.

(e) If, within ninety (90) days after the date on which the
st ockhol der s« neeting authorizing the plan of exchange was concl uded, for any
reason, one (1) or nore of the appraisers is not selected as provi ded above or
the appraisers fail to determine the value of dissenting shares, and, if no
written request to value the dissenting shares is filed with the Conmi ssioner
within five (5) days after the expiration of the ninety-day period, then al
di ssenting stockhol ders who have failed to accept the offer of the state bank
within the thirty-day period prescribed in subdivision (a)(4) of this section
shall be bound by the terms of the plan of exchange.

(f) The anpbunt due a dissenting stockhol der under an accepted offer of
the state bank or under the appraisal shall constitute a debt of the state
bank which nust be paid, if and when the plan of exchange is consummated,
simul taneously with the surrender by the dissenting stockholder of his
shares.

(g) Wthin ten (10) days after the plan of exchange is consummuated, the
state bank shall give witten notice thereof to each dissenting stockhol der
who is entitled to receive in cash the fair value of his shares.

(h) The plan of exchange shall provide for paynment of or the manner of
di sposing of any shares of the state bank not taken by dissenting

st ockhol der s.
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23-48-604. Effect of exchange.

(a)(1) When the plan of exchange of shares as filed with the
Commi ssi oner and approved by the Comn ssioner under 23-48-602 becones
effective in accordance with the ternms of the plan, the exchange provided for
therein shall be deemed to have been consummated, and each sharehol der of the
state bank acquired shall thereupon cease to be a sharehol der of the state
bank.

(2) The ownership of all shares of the issued and outstandi ng stock of
the state bank, except shares paynent of the value of which is required to be
made under 23-48-603, hereinafter sonetines referred to as _dissenting
shares_, shall automatically vest in the bank hol ding conpany, as the
acquiring person, wthout any physical transfer or deposit of certificates
representing the shares.

(3) Al dissenting shares shall be considered authorized, but no | onger
out standi ng, shares of the state bank and may be di sposed of in accordance
with the provisions of the plan of exchange or as otherw se approved by the
Conmi ssi oner.

(4) The bank hol di ng conpany thereupon shall beconme the sole stockhol der
of the state bank and shall be subject to all of the duties and liabilities,
to the extent provided by |Iaw, of a stockhol der of a state bank organi zed
under the laws of this state.

(b)(1) Certificates representing shares of the state bank prior to the
pl an of exchange beconing effective, except certificates representing
di ssenting shares, shall, after the plan of exchange becones effective,
represent:

(A) Shares of the capital stock or other securities of the bank
hol di ng conpany to be issued in exchange for shares of the state bank; and

(B) The right, if any, to receive cash or other consideration upon
terms specified in the plan of exchange.

(2) However, the plan of exchange nay specify that all such certificates
shall, after the plan of exchange becomes effective, represent only the right
to receive shares of stock or other securities issued by the bank hol di ng
conmpany, cash, or a conbination thereof upon such terns as specified in the

pl an of exchange.

23-48-605. State bank and hol ding conpany to remain separate --
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Nonliability of directors, officers, etc.

The state bank acquired under a plan of exchange and the acquiring bank
hol di ng conmpany shall, in all respects, remain separate and distinct entities
with neither entity having any liability to the creditors or depositors, if
any, or the stockholders of the other, or for any acts or onissions of the
officers, directors, stockholders, or representatives of the other, other than
obl i gati ons which may be expressly provided for in the plan of exchange.

Subchapter 7 -- BRANCH OFFI CES

23-48-701. Definitions.

As used in this part, unless the context otherw se requires:

(1) _Full service branch_ nmeans a banking facility separate fromthe
mai n of fice of the bank at which all lawful banking activities may be
conducted as fully as in the main office;

(2) _Supervisory banking authority_ neans the Conmm ssioner for state

banks and the United States Conptroller of the Currency for national banks.

23-48-702. Establishment of full service branch offices -- Locations.

(a) No bank shall engage in the business of banking at any |ocation
other than at a main banking office or branch bank in this state except as
otherwi se pernitted by |aw.

(b) Any bank with its main office located within the state of Arkansas
may establish a full service branch provided that its supervisory banking
authority approves its application for the full service branch. Full service
branches may only be established as follows:

(1) A bank may establish full service branches anywhere within the
county in which the establishing bankss main banking office is |located and
anywhere within any counties contiguous to the county in which the
establishing bank's main banking office is |ocated;

(2) A bank which relocates its main banking office may continue to use
its former nmain banking office location as a full service branch so |ong as
the use as a banking facility is uninterrupted;

(3) After Decenber 31, 1998, a bank with its main office |ocated within
the state of Arkansas may | ocate one (1) or nmore full service branches

anywhere in this state.
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(c) Wthout regard to the exceptions for location of a branch bank as
provided in this section, a bank may purchase the business and assets or
assume the liabilities of, or nerge or consolidate with, another bank | ocated
in any incorporated city or town within this state and operate the acquired
bank as a full service branch, provided that full service branches shall not
be established pursuant to purchase, nmerger, or consolidation wth another
bank should either bank have a de novo charter

(d) None of the provisions of this section which restrict the |ocations
i n which branch banks may be established shall be effective in emergency
i nstances in which the purchase or assunption of the assets and liabilities of
a failed bank becones necessary due to state or federal regulatory action.

(e) Any state bank may file an application with the Commi ssioner to
rel ocate any existing branch to another | ocation then authorized by law. A
fee of not |less than one thousand dollars ($1,000) nor nore than two thousand
five hundred dollars ($2,500), as set by Departnment regul ation, shal
acconpany the application. The application shall contain such information
concerning the new |l ocation as the Comr ssioner may require by regul ation.
The Conmi ssioner shall approve such relocation unless it is determ ned the
rel ocation is not econonically feasible or will not serve the public

conveni ence and necessity.

23-48-703. Establishment of full service branch offices -- Procedure.

(a) The Commi ssioner shall have the authority to approve the application
of a state bank to establish a full service branch, if he shall find upon
i nvestigation that the establishnent of the branch is econonically feasible
and will serve the public conveni ence and necessity.

(b) The Commi ssioner shall require the sponsor of a branch bank
application to pay a filing fee of not less than two thousand dollars ($2, 000)
nor nore than five thousand dollars ($5,000) as may be set by Depart nent
regul ati ons.

(c) Notice of the filing of the application shall be given by the
applicant state bank by registered or certified mail, return receipt
requested, to the main office of every other bank or branch of a bank in the
city or town in which the proposed branch bank is to be located. This notice
shall be given on or before the date the application is filed with the

Commi ssi oner.
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(d)(1) Any formal protest to a branch bank application nust be received
in witing detailing the reasons for protest within fifteen (15) days of the
date the notice of an application was nail ed.

(2) Each person that files formal witten protest to a branch bank
application shall be required to pay a fee of not |less than one thousand
dollars ($1,000) nor nore than three thousand dollars ($3,000), as set by
Depart nment regul ati ons, which fee shall acconpany the formal witten protest
and nust al so be received by the Comni ssioner.s office within fifteen (15)
days of the date the notice of an application was mail ed.

(e) An adjudicatory or administrative hearing shall not be required on a
branch bank application.

(f) The Commi ssioner.s deci sion on a branch bank application will be in
the formof final findings of fact, conclusions of |law, and an order given by
the Conmi ssioner within a reasonable period of tinme followi ng the expiration
of the fifteen (15) day formal protest period. The findings of fact shal
i ncl ude findings that:

(1) Public convenience and necessity will be pronmpted by the
establishnment of the proposed full service branch

(2) Local conditions assure reasonable proni se of successful operation

of the proposed full service branch; and

(3) Suitable physical facilities will be provided for the full service
branch.

(g) Follow ng adoption of the Comm ssioner.s official findings of fact,
concl usions of law, and order, an applicant or official protestant shall have

thirty (30) days in which to appeal the Commi ssioner.s order to the

appropriate circuit court.

23-48-704. Pre-existing facilities.

Any bank may, at its option, operate any branch office, teller.s w ndow,
or other banking facility which is separate fromthe main office of the bank
and in operation on June 30, 1988, as a full service branch or a custoner-bank

conmmuni cati ons term nal

23-48-705. Notice of termination of full service branch
When a full service branch has once been established under any provision

of this subchapter or any prior act, the operation thereof shall not be
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di scontinued or the facility closed unless ninety (90) days prior notice of
intention to termnate the operation is given in witing to the supervisory

banki ng authority.

Subchapter 8 -- CUSTOMER- BANK COVMUNI CATI ON TERM NALS

23-48-801. Definitions.

As used in this part, unless the context otherw se requires:

(1) _Custonmer-bank conmmuni cation terminal_, or _CBCT,_ neans any
el ectronic device or facility, other than a point of sale terminal, together
with all associated equi pnent, structures, and systens, through or by neans of
whi ch a custoner and a bank may engage in any banking transaction, whether
transmitted to the banking institution instantaneously or otherwi se. This
definition specifically includes automatic teller machines.

(A) Banking transactions include, without linmtation, the receipt of
deposits of every kind, the recei pt and dispensing of cash, requests to
wi t hdraw money from an account or pursuant to an authorized line of credit,
receiving paynents payable at the bank or otherwi se, and transmtting
instructions to receive, transfer, or pay funds for a custoner.s benefit.

(B) However, nothing in this subdivision (1) shall be deened to apply to
devi ces used by banks to effect transactions of any nature with other banks;

(2) _Point-of-sale term nal” means el ectronic or nechanical equi pnent
| ocated i n nonbank business outlets to record or execute, directly with a
bank, transactions occurring as a result of the sale of goods or services,
provi ded such equi pnrent neither dispenses cash nor accepts deposits. For
purposes of this definition, the crediting of an account for nerchandise
returned or for services previously provided shall not be considered as an
accept ance of a deposit;

(3) _Supervisory banking authority_ neans the Conmm ssioner and the
Banki ng Board for state banks and the United States Conptroller of the

Currency for national banks.

23-48-802. Location of CBCTs.
A bank, individually or jointly with one (1) or nmore other banks in the
state, may establish, nmintain, and use one (1) or nore custoner-bank

communi cation termnals in the bankss main office or branches, or both, and
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also in any location that the bank could otherwi se be pernmitted to |locate a

full service branch

23-48-803. Notice of establishnment of termnal

(a) As to any and each CBCT which a state bank proposes to establish or
use, the state bank shall give not less than thirty (30) days. witten notice
to the Conmissioner of its intention to establish or use the terminal. The
notice shall be in such formas the Conm ssioner may require and shall include
the follow ng informtion:

(1) The location and a general description of the surrounding
area, including a description of any busi ness establishment in or on which the
terminal will be |ocated;

(2) The nanme of the manufacturer, owner, |essor, and | essee;

(3) The manner of operation, including whether the device is on-
line, whether the device will be manned and, if so, by whose enpl oyee, and the
ki nds of transactions which will be perforned;

(4) Whether the device will be shared and, if so, with what other
banks and their |ocations;

(5) Compliance as to | ocal bank participation under 23-48-802 rnust
be shown, where applicable; and

(6) Such other relevant information as the Comni ssioner may
require.

(b) No notice need be given for any device or nmachi ne which

(1) Is used solely to verify a custoner.s credit for purposes of
check cashing or of a credit card transaction; or

(2) I's a part of a bank.s authorized nmain office or branch.

(c) No hearing or permt shall be required to establish or use a CBCT.

23-48-804. CQut-of-state banks.

No bank organi zed under the laws of, or having its main banking office
in, any other state may establish, maintain, or operate a custoner-bank
comuni cations termnal in this state. However, nothing in this section shal
prohi bit any Federal Reserve Bank or branch thereof from operating any

el ectronic funds transfer systemin this state.

23-48-805. Point-of-sale termnals not subject to regulation by the
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Conmmi ssi oner .
A point of sale termnal, as defined in this part, shall not be subject

to the regulation or supervision of the Comi ssi oner

23-48-806. Interconnected term nals.

(a) Any bank, pursuant to the provisions of this part, may be
i nterconnected with one (1) or nmore CBCTs, including out-of-state CBCTs,
subject to the limtations contained in subsection (b) of this section,
established by one (1) or nore other banks, whether or not such CBCTs shall be
in locations where their establishnent is permtted pursuant to 23-48-802, in
order to permt the transaction of any banking function authorized under this
part, between one (1) of the banks and its customers at any of the
i nterconnected CBCTs.

(b) Any CBCT established pursuant to the provisions of this subchapter
may be interconnected with one (1) or nore out-of-state electronic funds
transfer systens or conputer systems. However, nothing in this subsection
shall be construed as permtting a bank whose main office is |ocated outside

of this state to conduct banking business in this state.

23-48-807. Persons attending termnals -- Verification of transactions.

(a) Except for CBCTs |located on the prem ses of the main office or a
branch of a bank, a CBCT shall be unattended or attended by persons not
enpl oyed by the bank utilizing such CBCT. However, enpl oyees or agents of
the bank or its agents may install, maintain, repair, and service such
terminal and, for a reasonable period of tinme after the opening of any such
terminal, may provide an enployee to instruct and assist custonmers in the
operation of the terninal

(b) Al transactions initiated through a CBCT shall be subject to

verification by the bank, either by direct wire transm ssion or otherw se.

23-48-808. Privacy of account information
A bank using CBCTs shall establish and maintain reasonabl e saf eguards

designed to protect the privacy and confidentiality of account information

23-48-809. Approval for expanded powers of state banks.

At such tine as national banks having their main offices in this state
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n places or for transactions not

permtted under this part, all state banks shall have the powers permtted

nati onal banks with respect to the establ

that the Conmi ssioner authorizes such use.

shrment and use of CBCTs, provided

23-48-810. Sharing of comunication term nals.

(a) (1) An agreenent to share a custoner-bank comrunication term nal

as defined by 23-48-801, shall not prohib
bank from chargi ng a custoner-bank comruni

(2) The usage fee shall not exceed

t, limt, or restrict the right of a
cation term nal usage fee.

two dollars ($2.00) or two percent

(29 of the gross anpunt of the transaction, whichever is less, and may only

be inmposed if inposition of the fee is disclosed at a time and in a manner

that allows a user to term nate or cance

the usage fee.

the transaction w thout incurring

(b)(1) For purposes of this section, _usage fee_is a fee charged by a

cust oner - bank conmuni cati on ternm nal owner
forei gn bank card.

(2) For purposes of this section, a

on transactions by a holder of a

_foreign bank card_is a card

eligible for use in a customer-bank comuni cation term nal, which card is not

i ssued by the custoner-bank comrunication

Chapt er

term nal owner.
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DI SSCLUTI ON AND LI QUI DATI ON

23-49-101. Definitions.
As used in this Chapter:

(1) _Chancery Court_ neans the court

that the Departrment has filed the

noti ce of possession with, under this Chapter. The Chancery Court will make a

determi nation for sale of assets only and

not to take charge of an institution under

not a determ nation of whether or

t he Conmi ssioner's supervi sion;

(2) _Federal deposit insurance agency_ means an agency or

instrunmentality of the United States that

insures to any extent the deposits

of a depository institution, including the Federal Deposit |nsurance

Corporation (_FDIC);
(3) _Insolvent institution_ neans a

conmpany that:
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state bank or subsidiary trust
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HB 1075
(A) Is, in the opinion of the Conm ssioner, incapable of or
unlikely to neet the demands of creditors or depositors on a tinely basis;
(B) Has liabilities in excess of the total value of its assets as
determ ned by the Conm ssioner; or
(C) Has been advised by the FDIC of the FDIC s intention to
wi t hdraw deposit insurance coverage;

(4) _Institution_ neans a state bank or subsidiary trust conpany.

23-49-102. Departnent taking possession -- Procedure.

(a) In addition to the powers conferred upon the Conmi ssioner and the
Departnment, the Conmmi ssioner may take possession of the business and property
of any institution which the Comr ssioner supervi ses whenever it appears to
the Conmi ssioner that the institution:

(1) I's insolvent or in inmrnent danger of insolvency;

(2) I's in an unsafe or unsound condition

(3) Has refused to pay its deposits or obligations in accordance
with the ternms under which those deposits or obligations were incurred;

(4) Has conceal ed or refused to submt books, papers, records, or
affairs of the institution for inspection to any exam ner or to any | awful
agent of the appropriate federal financial institution regulatory agency or of
t he Depart nent;

(5) Has substantially dissipated assets or earnings due to:

(A) any violation of any |law or regul ation; or

(B) an unsafe or unsound practice;

(6) Has requested through its board of directors that the
Depart ment take possession for the benefit of depositors, other creditors,
shar ehol ders, or other persons;

(7) Has an inpairnent of its capital as is currently required to
be mai ntai ned by the Departnent;

(8) Has neglected or refused, for a period of at least thirty (30)
days, to conmply with the terns of a final order of the Departnment or fina
order of a federal financial institutions regulatory agency, essential to
preserve the solvency of the institution;

(9) Has failed to pay the fees charged by the Departnment under 23-
46- 509 after due notice of the ampbunt of the fee has been given.

(b) Whenever it appears to the Department that any one (1) or nore of
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HB 1075
the conditions in subsection (a) exists as to any institution, the Departnent
shall cause a certified notice to be served on the president or other
executive officer actively in charge of the institution and demand possession
of the business, property, and records of the institution fromthe officer
citing the reasons for such demand from subsection (a) of this section. The

institution shall inmediately surrender the possession to the Commi ssioner

23-49-103. Injunction agai nst Comr ssioner

(a) Whenever any institution of whose business, property and records the
Commi ssi oner has taken possession deens itself aggrieved thereby, it my, at
any time within ten (10) days after taking of possession, apply to the
Chancery Court to enjoin further proceedings.

(b) After notifying the Conmi ssioner to show cause why further
proceedi ngs shoul d not be enjoined and after hearing the allegations and proof
of the parties and deternmining the facts, the court may, upon the nerits,
disnmiss the application or enjoin the Conmm ssioner fromfurther proceedings
and direct himto surrender the business, property, and records to the

institution.

23-49-104. \When possession term nates.

When the Commi ssi oner has taken possession of the business and property
of an institution under the provisions of 23-49-102, the Conm ssioner shal
hol d possession of the business and property until the affairs of the
institution have been finally liquidated as provided in this Chapter, unless
the institution has undertaken the voluntary liquidation of its affairs under
this Chapter or the Federal Deposit |nsurance Corporation has been appointed

recei ver.

23-49-105. Notice of possession.

(a) Imredi ately upon taking possession of the business and property of
any institution under 23-49-102, the Conm ssioner shall give notice by:

(1) Causing the notice to be served upon the president or other
executive officer actively in charge of the business of the institution

(2) Posting the notice at the nain entrance at each office of the
institution;

(3) Filing the notice in the office of the Chancery Court in the county
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where the main office of the institution is |ocated;

(4) Causing the notice to be nmailed to all correspondent banks of the
i nstitution; however, if the Conmissioner fails to provide such notice, the
Commi ssi oner shall incur no liability thereon; and

(5) Causing the notice to be published by one (1) insertion in a
newspaper published in the City of Little Rock and having a general and
substantially statew de circul ation.

(b) Upon the filing of the notice under subsection (a), the clerk shall:

(1) Note the filing of the notice upon the records of the court; and

(2) Enter the cause as an action upon the dockets of the court under the

name and style of _In the matter of the |iquidation of (inserting the

name of the institution).

(c) The court shall not have authority to review the action of the
Commi ssi oner in taking possession of the institution's business, property, and
records; however, the court may hear and deternmine all issues and matters
pertaining to or connected with the liquidation of the institution, including:

(1) The sale of assets or assunption of liabilities of the institution
and

(2) The anpunt of the conpensation and necessary expenses of any speci al
representative, assistant, accountant, agent, or attorney enployed by the
Commi ssi oner, or the receiver appointed by the Conm ssioner, as set forth in
this Chapter.

(d) Al entries, orders, judgnments, and decrees of the court in
connection with the |iquidation proceedings shall be filed and entered of
record in the cause of action.

(e) The rights and liabilities of an institution and of its creditors,
depositors, shareholders, and all other persons interested in its estate
shall, unless otherwi se directed by the court, be fixed as of the date of the
delivery of the notice of possession to the president or other executive
of ficer actively in charge of the business of the institution. |In the case of
mut ual debts or rmutual credits of equal priority between the institution and
anot her person, the credits and debts shall be set off and the bal ance only
shall be allowed or paid. The right to setoff shall be determ ned as of the
date of delivery of the notice of possession of the institution to the
presi dent or other executive officer actively in charge of the business of the

institution.
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23-49-106. Appointnment of receiver -- Restrictions on proceedings,
liens or credits.

(a) The Commi ssioner may appoint the appropriate federal deposit
i nsurance agency as the receiver of the closed institution. |If the federa
deposit insurance agency accepts the appoi ntnment, the Comni ssioner shall file
notice with the court of the appointnent. |f the Federal Deposit |nsurance
Cor poration accepts appointnment as receiver, it shall not be required to post
any bond.

(b) Upon appointment as receiver, title to all assets of the institution
vests in the receiver without the execution of any instruments of conveyance,
assignment, transfer, or endorsenent. |If no other receiver is appointed as
provided in this chapter, the Conm ssioner shall act as receiver and have al
of the powers and duties of a receiver as provided in this Chapter

(c) Except as otherw se provided, the sole and exclusive right to
liquidate and ternminate the affairs of any institution is vested in the
recei ver appointed under this section, and no other receiver, assignee,
trustee, or liquidating agent shall be appointed by any court or any other
person.

(d) After the Commi ssioner has taken possession of the business and
property of any institution, no suit, action, or other proceeding at law or in
equity shall be comenced or prosecuted against the institution upon any debt,
obligation, claim or demand. All such clainms nay be brought against the
receiver.

(e) No person holding any of the property or credits of the institution
shall have any lien or charge against the property or credits for any paynent,
advance, or clearance nade after the Conmmi ssioner has taken possession. A
lien shall not attach to any of the assets or property of the institution by
reason of the entry of any judgnment recovered against the institution after

t he Conmi ssioner has taken possession of its business and property.

23-49-107. Powers of receiver

The receiver of a closed institution nay do the follow ng:

(1) Take possession of all books, records, and assets of the
institution;

(2) Collect all debts, clainms, and judgnments belonging to the
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institution and do such other acts as are necessary to preserve and |iquidate
its assets;

(3) Execute in the nanme of the institution any instrunent necessary or
proper to effectuate its powers or performits duties as receiver

(4) Initiate, pursue, and defend litigation involving any right, claim
interest, or liability of the institution

(5) Exercise any and all existing fiduciary functions of the institution
as of the date of appointnment as receiver;

(6) Borrow nobney as necessary in the liquidation of the institution and
secure the borrowi ngs by the pledge or nortgage of assets. The repaynent of
nmoney borrowed under this subsection and interest thereon shall be considered
an expense of adm nistration under 23-49-111

(7) Abandon or convey title to any holder of a nortgage, deed of trust,
security interest, or |lien against property in which the institution has an
i nterest whenever the receiver deternmines that to continue to claimsuch
i nterest is burdensome and of no advantage to the institution, its depositors,
creditors, or sharehol ders;

(8) Repudiate any | eases or executory contracts to which the institution
is a party in accordance with 23-49-112;

(9) Subject to the approval of the court:

(A) Sell any and all real and personal property to conproni se any
debt, claim or judgnent due fromthe institution and disconti nue any action
or other proceedi ngs pending;

(B) Pay off all nortgages, deeds of trust, security agreenents,
and liens upon any real or personal property belonging to the institution and
purchase at judicial sale or at sale authorized by court order, any real or
personal property in order to protect the institution's equity in that
property;

(C Sell in bulk the assets and liabilities of the institution.

23-49-108. Sale of Assets - Assunption of deposit liabilities by new
institution.

The receiver may, with ex parte approval of the chancery court, sell al
or any part of the institution.s assets to one or nore other state or
federally chartered depository institution or to a federal deposit insurance

agency in its corporate capacity. The receiver may al so borrow froma federal
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deposit insurance agency any anount necessary to facilitate the assunption of
deposit liabilities by a newy chartered or existing state or federally
chartered depository institution, assigning any part or all of the assets of

the institution as security for the |oan

23-49-109. Presentation of clains - Notice of clains procedure -
Rejection of clains - Statute of linmtations.

(a) Al parties having clainms against the closed institution shal
present their claims supported by proof to the receiver within one hundred
ei ghty (180) days after the Conm ssioner has taken possession

(b) The receiver shall cause notice of the clainms procedures prescribed
by this section to be:

(1) Published once a month for three (3) consecutive nmonths in a
newspaper published in the City of Little Rock and having a general and
substantially statew de circulation; and

(2) Miled to each person whose name appears as a creditor upon books
of the institution at the person.s | ast address of record.

(c) Wthin one hundred eighty (180) days follow ng receipt of claim
the receiver shall notify in witing any clai mant whose clai m has been
rejected. Notice is effective when nailed. Any claimant whose clai mhas been
rejected by the receiver may petition the chancery court for a hearing on the
claimwi thin sixty (60) days fromthe date the claimwas rejected.

(d) The period described in subsection (a) of this section may be
extended by witten agreenent between the cl ai mant and the receiver

(e) (1) The claimof any party against the closed institution shall be
di sal | owed (other than any portion of such claimwhich was all owed by the
receiver) as of the end of the sixty (60) day period described in subsection
(c) hereof, if the party having such claimfails to:

(A) Request an administrative review of any claimby the receiver
i n accordance with proper procedure; or

(B) File suit on such claim (or continue an action comenced
before the appointment of the receiver) before the end of said sixty (60) day
peri od.

(2) Such disallowance shall be final and the claimant shall have no

further rights or renedies with respect to such claim
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23-49-110. Cains filed after 180 day clai m period.

Any clains filed after the one hundred eighty (180) day claimperiod
prescri bed by 23-49-109 and subsequently accepted by the receiver or allowed
by the chancery court shall be entitled to share in the distribution of assets
only to the extent of the undistributed assets in the hands of the receiver on

the date the clainms are accepted or all owed.

23-49-111. Paynment of cl ains.

(a) All clainms against the institution's estate, proved to the
receiver.s satisfaction or approved by the chancery court, shall be paid in
the foll ow ng order:

(1) Administration expenses;

(2) Cains given priority under other provisions of state or federa

I aw;

(3) Deposit obligations;

(4) Oher general liabilities;

(5) Debt subordinated to the clains of depositors and genera
creditors;

(6) Equity capital securities.

(b) Administrative expenses shall include:

(1) Court costs;

(2) Conpensation of each regular officer or enployee of the receiver
for the tine actually devoted by the officer or enployee to the |iquidation of
the institution at an ampunt not to exceed the conpensation paid to the
of ficer or enployee for the performance of his regular duties;

(3) Actual expenses of each regular officer and enpl oyee necessarily
incurred in the performance of his duties;

(4) Conpensation and expenses of any special representative, assistant,
accountant, agent, or attorney enpl oyed by the receiver; and

(5) |If the Commissioner is acting as receiver, such reasonabl e genera
over head expenses as may be incurred by the Commi ssioner in the |iquidation of
the affairs of the institution, which shall be ascertained, determ ned, and
fixed by the Comni ssi oner.

(c) Interest on any claims shall not be paid until all clains within the

same cl ass have received the full principal anpunt of claim
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23-49-112. Rejection of contracts and | eases.

(a) Wthin one hundred eighty (180) days after the date that the
Commi ssi oner has taken possession, the receiver may, at his election, reject:

(1) Any executory contracts to which the closed institution is a party
wi t hout any further liability to the closed institution or the receiver; and

(2) Any obligation of the institution as a | essee of real or persona
property.

(b) The receiver.s election to reject a | ease shall create no claimfor

rent other than rent accrued to the date of term nation.

23-49-113. Subrogation of federal deposit insurance agency to rights of
deposi tors.

Whenever a federal deposit insurance agency pays or nakes avail able for
paynment the insured deposit liabilities of a closed institution, the federa
deposit insurance agency, whether or not it acts as receiver, shall be
subrogat ed by operation of law to all rights of depositors against the closed
institution relating to clains for deposits so paid by the federal deposit
i nsurance agency to the extent necessary to enable the federal deposit
i nsurance agency, under federal |aw, to nmake insurance paynents available to

depositors of closed institutions.

23-49-114. Appoi ntnment of successor to fiduciary and representative
proceedi ngs.

(a) The receiver, with the approval of the chancery court, nmay appoint
one or nore successors to any or all of the rights, obligations, assets,
deposits, agreenments, and trusts held by the closed institution as trustee,
adm ni strator, executor, guardian, agent, and all other fiduciary or
representative capacities. Such approval nmay be obtained in connection with
the proceedi ngs aut horized under 23-49-108. A successor.s duties and
obl i gati ons begi n upon appointnent to the same extent binding upon the closed
institution and as though the successor had originally assuned the duties and
obligations. Specifically, a successor shall be appointed to adm nister
trusteeshi ps, admi nistrations, executorships, guardi anshi ps, agencies, and
other fiduciary or representative proceedings to which the closed institution
is nanmed or appointed in wills, whenever probated, or to which it is appointed

by any other instrunment, court order, or by operation of |aw
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(b) This section shall not inpair any right of the grantor or
beneficiaries of trust assets to secure the appointnent of a substituted
trustee or manager.

(c) Wthin thirty (30) days after appointnent, a successor shall give
written notice, insofar as practical, that the successor has been appointed in
accordance with applicable law to all interested parties nanmed in:

(1) The books and records of the closed institution; and

(2) Trust docunents held by it.

23-49-115. Notice concerning saf ekeepi ng and safe deposit boxes.

(a)(1) The receiver shall cause notice to be mailed to the | ast address
of record to the owners of any personal property in the possession of or held
by a closed institution for safekeeping, and to all |essees of safe deposit
boxes.

(2) The notice shall require the intended recipients to appear and
assert their clainms to the property within sixty (60) days fromthe date of
the noti ce.

(b) Subject to approval of the chancery court, the receiver shall make
such agreements or arrangenents as may be necessary for the disposition of
property held by the closed institution for safekeeping and the contents of
safe deposit boxes, and for the term nation of any | eases or other contracts

relating to such property or contents.

23-49-116. Actions for enforcement of rights, demands or clains vested
in an institution or its shareholders or creditors.

Not wi t hst andi ng any ot her provision of state law, the receiver nay,
within five (5) years fromthe date of closing of the institution, institute
and maintain, in the name of the receiver, any action or proceeding for the

enforcenent of any right, demand, or claimthat is vested in the institution

23-49-117. Contents of articles of dissolution

When the proceedi ngs described in this Chapter have been conpleted, the
receiver shall execute and file, in the manner provided in this section
articles of dissolution, setting forth the follow ng informtion:

(1) The nane of the institution;

(2) The place where its main office was |ocated,;
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(3) The nanes and addresses of the directors and officers of the
institution at the tinme the |iquidation proceedi ngs were begun

(4) A brief sunmary of the aggregate ampunt of general claims finally
al l owed agai nst the institution, the order in which the clainm were paid, and
the aggregate amount of all other claims against the institution. A statenent
of the aggregate paynents nade on each of the groups of clainms nmust be
provi ded, referencing the orders of the receiver or the chancery court
aut hori zing those paynents and the current reports docunenting such payments;

(5) A brief sunmary of the aggregate amount of paynents nade to the
sharehol ders of the institution, whether of noney or other property, and a
reference to the orders of the receiver or the chancery court authorizing the
paynments and to the current reports wherein docunmentation of the payments is

made.

23-49-118. Execution and filing of articles with Departnent -
Certificate of dissolution.

(a) The articles of dissolution shall be executed in duplicate and
presented in duplicate to the Departnent acconpani ed by fees prescribed by
Depart ment regul ations.

(b)(1) Upon presentation of the articles of dissolution, the
Commi ssi oner shall endorse his approval upon each of the duplicate copies of
the articles if he finds that they conformto | aw

(2) When all fees have been paid as required by |law, the Conmm ssioner
shall file one (1) copy of the articles in the Departnent and issue two (2)
certificates of dissolution. One (1) certificate of dissolution shall be
filed with the Department and the second shall be delivered to the receiver

(c) Upon the issuance of the certificate of dissolution, the institution
shal | be dissolved and its existence shall cease.

(d) Upon the issuance of the certificate of dissolution, the receiver
shall be authorized, as agent for the directors and sharehol ders of any
subsidiary trust conpany, to file any and all docunments with the Secretary of
State necessary to terninate its corporate existence under applicable

corporate | aw.

23-49-119. Voluntary |iquidation.

(a) An application for approval to voluntarily liquidate the affairs of
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an institution shall be submitted to the Comnmi ssioner in such manner and form
as the Conm ssioner may prescribe and shall include the information set forth
i n subsection (b) hereof, and contain such additional information which the
Commi ssi oner may require. The application shall include duplicate copies of a
resol ution authorizing the dissolution, and duplicate copies of a certificate,
verified by the applicant's president, or a vice president, setting forth the
facts pertaining to the resolution and also that all of the applicant's
liabilities have been paid in full

(b) Each duplicate certificate shall have annexed thereto, over the
of ficial signatures, evidence show ng:

(1) The date on which the resolution was authorized by the affirmative
vote of the holders of at least a sinple mgjority of the outstanding shares
entitled to vote thereon;

(2) The nunber of shares of each class entitled to vote on the
resol uti on which were outstanding on the date of the stockhol ders' neeting;

(3) The number of shares of each class entitled to vote on the
resol uti on whose owners were present in person or by proxy;

(4) The number of shares of each class voted for and against the
resol ution;

(5) The manner in which the neeting was called and the tine and manner
of giving notice, with a certification that the neeting was lawfully called
and hel d.

(c) Upon receipt of the application, the Comr ssioner shall investigate
its merits. |If the Comm ssioner is satisfied that the application is conplete
and that all applicable provisions of |aw have been conplied with, he shal
cause an exam nation to be made of the applicant institution for the purpose
of verifying the paynent of all of its liabilities. |If the exami nation
satisfies the Conmi ssioner that all of the applicant's liabilities have been
pai d, he shall endorse one (1) copy of the certificate with his statenment that
the institution is voluntarily |iquidating.

(d) The return of the endorsed copy of the certificate shall operate to
free the institution fromfurther exam nation and to authorize it, under its
original corporate name, to sue and be sued, to execute conveyances and ot her
i nstrunments, to take, hold, and own property, and to do all such other things
as nmay be necessary to realize upon its remaining assets for the pro rata

benefit of its stockholders, but not to engage or continue in any new or other
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busi ness under its charter or otherw se.

(e) The liquidation shall proceed as expeditiously as possible, and at
the concl usion thereof, the institution shall surrender its charter

(f) I'nlieu of continuing the |iquidation under the original corporate
name, the institution may transfer the remaining assets to a trustee agreed
upon by the stockholders by a nmajority vote and shall thereupon surrender its
charter.

(g) Each application for approval of a voluntary dissolution shall be
acconpani ed by a fee as shall be set by Departnment regul ati ons and shall be

paid to the Departnment.

23-49-120. Voluntarily placing an institution in possession of
Conmmi ssi oner .

(a) Any institution may place its affairs and assets under the control
of the Conmm ssioner by posting a notice on its front door as follows: _This
financial institution is in the possession of the Arkansas State Bank
Commi ssi oner. _

(b) The posting of the notice or the taking possession of any
institution by the Conm ssioner shall be sufficient to place all of the assets
and property of whatever nature in the possession of the Conmm ssioner and

shall operate as a bar to and dissolution of any attachnment proceedings.

Chapter 50
M SCELLANEQUS VI OLATI ONS OF BANKI NG LAWS

23-50-101. Prosecution of violations -- Nonliability of Conmm ssioner

(a) The Conmissioner may initiate any appropriate civil or
adm ni strative action or remedy upon discovering a violation of this act or
any other statute or regulation the enforcenent of which is within the scope
of his duty.

(b) Civil, adnministrative or crimnal actions initiated by the
Commi ssi oner under this section which expose himor his estate to persona
liability for damages, or otherw se, shall be defended by the State of
Arkansas, and judgnents, if any shall be obtai ned against himor his estate,
shall be borne by the State of Arkansas.

(c) No person shall be subjected to any civil or crimnal liability for
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any act or om ssion to act in good faith reliance upon an order or regulation
of the Department notwi thstandi ng a subsequent decision by a court

i nvalidating the order or regul ation.

23-50-102. Forfeiture of charter

(a)(1) |If the directors of any institution under the supervision of the
Departnment shall know ngly violate or knowi ngly permt any of its officers,
agents, or servants to violate any of the |laws enacted for the regul ati on of
any such institutions or any Department regulations, all rights, privileges,
and franchi ses of the institution shall be subject to forfeiture.

(2) Any violation shall, however, be determined in the first instance by
the Conmi ssioner, after notice to the institution of not less than five (5)
days, and after hearing thereon, and subject to appeal by the institution to
the chancery court of the county wherein the institution has its main office.

Any appeal shall be cogni zabl e and subject to hearing by the chancery court,
either in termtime or in vacation, at chanmbers, upon five (5) days- notice of
the taking of the appeal and of the time and place for the hearing.

(b)(1) Upon rendition of any decision adverse to any institution, the
Commi ssi oner shall be authorized, in his discretion, to take charge of the
i nstitution and manage and supervi se the business thereof, pending any appea
that may be taken fromthe decision or orders.

(2) Upon affirmance by the chancery court of the decision or orders
appeal ed from the Conmi ssioner shall be authorized to continue supervi sion,
or to suspend the charter, of the institution, pending conpliance with the
deci sion or orders.

(3) If the decision or orders are not conplied with (in the case of a
state bank or subsidiary trust conpany) within a reasonable tine to be fixed
by the Conmi ssioner, the Departnment shall proceed to |iquidate the business
and assets of the state bank or subsidiary trust conpany in the sane manner as

is provided in the case of insolvent state banks.

23-50-103. M sleading actions or use of words by unauthorized persons.

(a)(1) Al persons, except those described in subdivision (a)(2) of
this section are prohibited fromusing in this state, as a portion of or in
connection with their place of business, their nane or title, or in reference

to thenselves in their stationery or advertising, the follow ng words or
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phrases, alone or in conbination with any other word or phrase: _bank_,
_banker_, _bankers_, _banking_, _federal reserve_, _trust conmpany_, _trust_,
_savings and loan, _ _credit union,_ or _building and |loan_, or any other word

or phrase which tends to induce the belief that the party using it is
authorized to engage in the business of a bank, trust conpany, savings and
| oan associ ation, or credit union.

(2) The prohibitions contained in subsection (a)(1) hereof shall not
apply to those persons which discharge the burden of proving their authority
to use the words or phrases described in subsection (a)(1l) hereof under the
| aws of this or another state or of the United States

(b) Al persons, except those described in subdivision (a)(2) of this
section, are prohibited from doing or soliciting business in this state
substantially in the manner, or so as to induce the belief, that the business,
in whole or in part, is that of a bank, savings bank, trust conpany, credit
uni on, or savings and | oan association, either by the sale of contract, or of
shares of its capital stock upon partial or installnment paynments thereof, or
by the recei pt of nmoney, savings, dues, or other deposits, or by the issuance
of certificates of deposit or certificates of investnment of nobney, savings or
dues.

(c) Nothing in this section shall be construed as preventing the use of
the word “bankers” in conbination with other words in connection with the
pl ace of business, nane, and title of any finance or investnent conpany
operated in connection with, as a subsidiary to, or having joint offices wth,
a bank or trust conpany in this state, if the bank or trust conpany is subject
to the supervision of the Comm ssioner and if the bank or trust conpany has
the word “bankers” alone or in combination with other words in its nane or
title.

(d) Each violation of subsection (a) of this section shall constitute a
fel ony which shall be punished by a fine of five hundred dollars ($500) per
vi ol ation or by inmprisonment not exceeding one (1) year, or by both fine and
i mpri sonment .

(e) It is declared to be public policy that this |aw be liberally
construed in favor of its enforcenent.

(f) Nothing in this section shall be construed to authorize any person

to engage in any activity not otherw se authorized under Arkansas |aw.
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23-50-104. Circulation of false rumor injurious to bank

A person is guilty of a class A m sdeneanor whenever he:

(1) Maliciously, and w thout cause, circulates or causes to be
circulated, either verbally or in witing, any runor with the intent to
injuriously affect the financial standing or reputation of any bank doing
business in this state; or

(2) Makes any statenment or circulates or assists in circulating any
false runor for the purpose of injuring the financial standing of any bank; or

(3) Seeks either by word or action to start a run upon a bank or
connives or conspires with any parties for the purpose of injuring the

standi ng or reputation or starting a run on the bank.

23-50-105. Enbezzl enent, nisuse of funds, etc., by officer, director

(a) The follow ng persons shall be guilty of a felony:

(1) Any officer, director, agent, or enployee of any bank or subsidiary
trust conpany who:

(A) Enbezzles or willfully misapplies any of the noneys, funds, or
credits of the bank or subsidiary trust conmpany; or

(B) Wthout authority fromthe directors of the bank or subsidiary trust
conmpany issues or puts forth any certificate of deposit; draws any order or
bill of exchange; makes any acceptance, or assigns any note, bond, draft, bil
of exchange, nortgage, judgnment, or decree; or

(C) Makes any false entry in any book, report, or statenent of the bank
or trust conmpany with the intent in any case to injure or defraud the bank or
subsidiary trust conmpany, or the Comni ssioner, or any agent or exam ner
appointed to exam ne the affairs of the bank or subsidiary trust conmpany, or
t he Banki ng Board;

(2) Every receiver or liquidating agent of a bank or subsidiary trust
conmpany who, with like intent to defraud or injure, shall enbezzle or
willfully misapply any of the noneys, funds, or assets of his trust;

(3) Every agent, attorney, enployee, or assistant of any receiver or
liquidating agent of any bank or subsidiary trust conmpany who, with like
intent to defraud or injure, shall enbezzle or willfully nisapply any of the
moneys, funds, or assets of the trust of the receiver or |iquidating agent;

and
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(4) Every person who, with like intent, shall aid or abet any officer
director, receiver, |iquidating agent, enployee, agent, attorney, or receiver
in any violation of this section.
(b) Upon conviction, the person shall be fined in any sum not nore than
one mllion dollars ($1,000,000) or shall be inprisoned in the Arkansas

penitentiary for not nore than thirty (30) years, or both.

23-50-106. False statenents or records -- Bribery of Comni ssioner
exam ner, or Departnment enployee.

The followi ng persons shall be guilty of a class D felony:

(1) Any person or persons who shall knowi ngly and willfully subscribe to
or nake or cause to be made any fal se statenent or false entry in the books of
any financial institution with the intent to deceive the Conmm ssioner or
exam ner; or

(2) Any person or persons who shall know ngly subscribe to or exhibit
fal se papers with the intent to deceive the Comr ssioner or the exam ner; or

(3) Any person or persons who shall nake or publish any fal se statenent
concerning the assets, liabilities, or affairs of any financial institution
or

(4) Any person or persons who shall bribe or attenpt to bribe or offer

any gratuity to the Conmi ssioner or any exam ner.

23-50-107. False statenments or records by officer, agent, or enployee.

Every officer, agent, or enployee of any financial institution organized
or doing business under the laws of the state who willfully and know ngly
subscribes to or makes any false reports or any false statements or entries in
the books of the financial institution or know ngly subscribes or exhibits any
false witing or paper with the intent to deceive any person as to the

condition of the financial institution is guilty of a class A nisdenmeanor

23-50-108. Fal se reports by Comni ssi oner or exam ner -- Acceptance of
bri be.

Any Conmi ssi oner or exam ner who shall knowi ngly and willfully make a
fal se or fraudulent report of the condition of any financial institution with
the intent to aid or abet its officers, owners, or agents in continuing to

operate an insolvent institution or to injure the financial institution, or
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any exam ner who shall receive or accept any bribe or gratuity given for the
purpose of inducing himnot to file a true and correct report of the condition
thereof or who shall neglect to make an examni nation thereof because of having

received a bribe or gratuity, is guilty of a class D fel ony.

23-50-109. Disclosure of information or false report by exam ner

Any exami ner who shall disclose any information obtained by himin the
course of his enploynent, except to the Commi ssioner or the directors of the
financial institution, or when subpoenaed as a witness in a |legal proceeding,
or who shall knowingly and willfully make, state, or publish any false
statenment or report concerning the assets, liabilities, or affairs of the
financial institution, shall be inmediately renoved fromoffice, shall be
I'iabl e under his official bond to the institution injured, and is guilty of a

class D fel ony.

23-50-110. Certification of check when funds insufficient.

(a) It shall be unlawful for any officer, director, agent, or enployee
of any bank to certify any check drawn upon the bank unl ess the person draw ng
the check has on deposit with the bank, at the tinme the check is certified, an
anount of money not |ess than the ampunt specified in the check

(b) Any check so certified by a duly authorized officer, director
agent, or enployee shall be a good and valid obligation against the bank.

(c) However, any officer, director, agent, or enployee of any bank who
shall willfully violate any provision of this section, or who shall resort to
any device or receive any fictitious obligation, directly or collaterally, in
order to evade the provisions thereof, or who shall certify a check before the
anount thereof shall have been regularly deposited in the bank to the credit

of the drawer thereof is guilty of a class A nisdeneanor."

SECTI ON 2. Severability.

If any provision or clause of this act or application thereof to any
person or circunstance is held invalid, such invalidity shall not affect other
provi sions or applications of this act which can be given effect w thout the
invalid provisions or application, and to this end the provisions of this act

are declared to be severabl e.
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SECTI ON 3. Repeal er
(a) Chapters 30 - 34 of Title 23 of the Arkansas Code of 1987 are

hereby repealed in their entirety.

(b) Al other laws and parts of laws in conflict with this act are

her eby repeal ed.

SECTION 4. Al provisions of this act of a general and permanent nature

are anendatory to the Arkansas Code of 1987 Annotated and the Arkansas Code

Revi si on Comni ssi on shall incorporate the sane in the Code.
SECTION 5. EMERGENCY. It is hereby found and determ ned by the Genera
Assenbly that the Riegle-Neal Interstate Banking and Branching Efficiency Act

of 1994 becones effective on June 1, 1997 and that this act shoul d becone
effective prior to the effective date of the Riegle-Neal Interstate Banking
and Branching Efficiency Act of 1994. Therefore an enmergency is declared to
exi st and this act being inmediately necessary for the preservation of the
public peace, health and safety shall be in full force and effect from and

after May 31, 1997.
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