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2003 SENATE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. 2267 

Senate Industry, Business and Labor Committee 

□ Conference Committee 

Hearing Date 01-27-03 

Tape Number Side A SideB 
1 xxxx 

Committee Clerk Signature ~~ -

Meter# 
tJ ... 2300 

Minutes:Chainnan Mutch called the committee to order. All Senators present. 
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~ SB 2267 relates to approval by federal regulatory authorities, nuthorhy of a bank to branch 
I 

! I 

.._,,I 

interstate, notice and filing requirements, and powei·s of banks operating through interstate 

branches, 

Testimony in support of SB 2267 

Senator Tom Trenbeath introduced the bill. He states that local banks follow the "snow birds" 

and there are restrictions. This bill is designed to ensure the existence of local banks in our small 

communities, He then refers testimony to Marilyn Foss, general counsel for the North Dakota 

Bankers Association (NDBA), She states that SB 2267 expands the methods by which North 

Dakota banks may establish branch offices in other states an by which non North Dakota banks 

may establish branch offices in North Dakota. This is a way for NDBA to expand b1·enching 

powers. See written testimony, (meter no, 809, tape 1, side A) 

Senator Mutch: When you refer to community battles, are those state chartered? 
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Senate Industry, Business and Labor Committee 
Bill/Resolution Number 2267 
Hearing Date 1-27-03 

Marilyn Foss: Community banks can be state chartered, but they also have national banks that 

are community banks. 

Senator Espegard: What a difference a few years makes. I have no opposition to this. 

Senator Mutch:A national bank that is branched into North Dakota, do they have this law? 

MarHyn Foss: Actually national banks that come into North Dakota, do have to abide by 

branching laws, 

No further questions from the committee. 

Neil Fedjet President of Citizens State Bank-Midwest, Cavalier, North Dakota, spoke in support 

of SB 2267. See attached t.estimony, (meter no. 1022, tape 1, side A) 

Senator Espegard:This wouldn't preclude your commitment to agriculture in your area, would 

'.,,-.__, it? 

Neil Fedje: No, this would diversify and make us a stronger bank, thus being able to serve our 

customers better. 

Senator Heitkamp: Is there a fear that ND will get a big migration of out of state banks, making 

so you are competing with a new bank every day? 

Neil Fedje: I don't believe so. With the rural economy the way it is, I don't see that happening, 

Senator Espegard: Mr. Chainnan, this bill would nllow them to just come into ND and set up a 

branch, they don't have to charter anymore. 

Senator Nethlng: Would they have to prove a need for a new bank? 

Nell Fedje: They would have to be approved by the FDIC. There is a formal process, 
Senator Espegard: If there is a need, they can do it. 
Senator Mutch: How many banks are there in Cavalier? 
Nell Fcdje: There are two banks, one branch, a credit union, and Fann Credit. 
Thl'ro is a lot of competition, 

Th• mforographtc tmages on this film are accurate r&produotlone of recor~s doltvered to Modern Information systems for mlcrofflmfna and 
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Senate Industry, Business and Labor Committee 
Bill/Resolution Number 2267 
Hearing Date 1-27-03 

Senator Espegard:Would this allow you to combine your organization together and fonn one? 
Nell Fedje: We do now. When we purchased a bank in Minnesota, we merged it. 
No further questions from the committee, 

Don Fores berg, Executive Vice President of the Independent Community Bauks of North 
Dakota, He states for the record that they are in support of SB 2267. This bill would make it 
easier for institutions to set up interstate banks, 
No questions from the committee. 

Tim Karsky, Commissioner for the Department of Financial Institutions, said they are neutral on 
SB 2267. He said out of state competition is welcomed. 

Senator Heitkamp: Can a small bank just hang up a shingle in a small community? 
Tim Karsky: They would have to go through our office first and gain approval. 
No further questions from the committee. 
Senator Krebsbach: So you were allowed to do this in Minnesota? 
Neil Fedje: We bought the bank then merged it. 
No opposing testimony, 
Senator Espegard moved a DO PASS. Senator Krebsbach seconded. 
Roll Call Vote: 7 Yes, 0 No, 0 Absent. 
Carrier: Senator Espegard 
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January 27, 2003 a:~~~-~~MM1nee (410) 
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DO PASS (7 YEAS or Committee (Sen M t h 
on the Eleventh order ~~~YeSc, 01 AdBSENT AND Nor' vir1Na C) haSrrBm2a2n6)7recommends 

a en ar. · was placed 

(2) DESK, (3) COMM 
Page No. 1 

SR-16·1140 

The mfcroaraphfc Images on thf a fHM are eccurat" r1tproductfons of records delivered to Modern Information Systems for mloroffl111fna •nd 
were filmed In the regular course of business. The photogrephfo process meets standards of the American Natfonal Standards Institute 
(ANSI) for archival microfilm, NOYtce, If the filmed Image above fa less legible than thfe Notice, It fa due to tho quality of the 
docl.MMnt befng fl lmed. 

I 

J 



,.....-..., 
\ 

2003 HOUSE INDUSTRY, BUSINESS AND LABOR 

SB 2267 
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MMITTBB MINUTES 2003 HOUSE STANDlNG CO 

BILURESOLUTIO N NO. 2267 

House Industry, Business and Labor Committee 

□ Conference Committee 

Hearing Date MCl1'ch 11, 2003 
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written testimony. Need because ND banks 

Minutes: Chair Keiser: Opened hearing on SB 2 

Marilyn Foss (ND Bankers Assoc): Supports with 

can only branch into other states depending on our la 

Jtep, Kasper: If they want to come to ND, is their a 

just set up a bank wherever they want to? Foss said th 

supervisory agents. If a bimk applies and there is no 

do not have to prove absolute financial success. 

ws. 

uthority by the commissioner? Or can they 

at this does not change the standards of 

market, the application can be denied. You 

s if, for example, Wells Fargo bought out Rep. Ekstrom: Do we lose competition of other bank 

other banks? Foss said federal agencles measure com petition and mergers can be denied on 

antitrust laws . 

imilar laws? Fm1s said she can get one. .Bep. Keiser: Do we have a list of other states with s 

Nell Fedjle (Banker from Cavaller): Supports with 

Don Forsbera (Independent Community Banks of 

written testimony. 

ND): Also supports 
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House Industry, Business and Labor Committee 
Bill/Resolution Nwnber 2267 
Hearing Date March 11, 2003 

Rep, Kasper moved DP. Second by Rep. Klein 

Rep. Keiser: This is a real opponunity for our hanks to branch out. 

Vote: ll Yes .Q No .2. Absent and not voting 

Carrier: Dosch 
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REPORT OF STANDING COMMITTEE (410) 
March 12, 2003 8:39 a.m. 

REPORT OF STANDING COMMITTEE 

Module No: HR-44-4530 
Carrier: Dosch 

Insert LC: • Title: • 

SB 2287: Industry, Bualneas and Labor Committee (Rep. Keiser, Chairman) recommends 
DO PASS (12 YEAS, 0 NAYS, 2 ABSENT AND NOT VOTING), SB 2267 was placed 
on the Fourteenth order on the calendar, 
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January 27, 2003 

Industry, Business and Labor Committee 
North Dakota Senate 

Dear Mr. Chairman and Committee Members: 

My name is Neil Fedje, President of Citizens State Bank- Midwest, Cavalier, North 
Dakota, Our bank is a Community Bank in rural North Dakota and serves the greater 
portion of Pembina County. Our loan portfolio includes farm operating loans and 
equipment loans, farm real estate loans, farm equipment leases, main street business and 
real estate loans, residential real estate loans, and personal loans, Nearly all of these 
borrowers are directly or indirectly dependent on agriculture in our immediate area. On 
October 1, t 999, we purchased the Fanners State Bank, Stephen, Minnesota in order to 
expand our customer base and diversify our risk over a greater area. However, nearly all 
these customers are ulso dependent on agriculture. In April, 2002, we opened a branch 
office in Bemidji1 Minnesota, to further diversify our customer base and loan risk in both 
a different geographic area and a different economic situation. 

In the previous several years, both loan demand and deposit growth had slowed, so in 
May1 2001, we applied fol' and received permission to open a Loan Production Office 
(LPO) in Scottsdale, Arizona, with the intention of eventually opening a full service 
branch office in the area. This was an attempt to diversify our loan portfolio by both 
location and type of loan. By mid .. summer our loan officer had located a sma11 branch 
that was for sale. We then received verbal assurances from both the North Dakota 
Commissioner of Banking and the Arizona Superintendent of Banking that they did not 
have any objections to our purchase of this branch. Before we submitted the. fonnal 
application, we discovered one sentence in the Arizona law that required that uthe home 
state of the outwof .. state financial institution permit reciprocal acquisitions for the same 
purpose." After further discussion with the North Dakota Banking Commissioner,it was 
submitted to the North Dakota Attorney General for review. His interpretation of the 
banking statutes was that North Dakota law did not provide for reciprocity, Thus, we 
were unable to complete the purchase of the branch office at that time. 

ln view of the uncertainty in the agricultural economy and the problems many main street 
businesses nre having in our small rural towns4 we feel it is only prudent to diversify our 
customer base and risk to other areas when possible. This will help maintain the 
profitability and strength of the local community bankt which will allow us to be of more 
help to our local fatm and main street customers in difficult times as well as the good 
times. To accomplish thls1 the North Dakotn banking statutes will need to be amended to 
allow reciprocity with other states where this is required. We appreciate your 
consideration of this matter. 
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TESTIMONY OF NDBA (MARILYN FOSS) IN SUPPORT OF SB 2267 

Mr, Chairman, members of the committee, my name is Marilyn Foss, I am 

general counsel for the North Dakota Bankers Association (NDBA), SB 2267 expands 

the methods by which North Dakota banks may establish branch offices iu other states 

and by which non North Dakota banks may establish branch offices in North Dakota. 

The subject of expanded interstate bank branching laws was brought before the NDBA 

legislative committee by NDBA community bank members because they see opportunity 

in expanded branching powers. 

North Dakota•s existing interstate banking and branching laws date from 1995 

when the legislature adopted interstate banking and interstate bank branching laws to 

implement the federal RiegleMNeal Act. That federal law required state legislative bodies 

to adopt state laws so that, at a minimum, bank holding companies could acquire banks in 

states outside their "home0 states and so that all banks could branch interstate, at least 

through the mechanism of a merger with an out of state bank. North Dakota 

implemented th~ interstate banking requirement by enacting NDCC Chapter 6 .. 08,3, 

Reciprocal Interstate Banking, and NDCC Chapter 6 .. os .4, Interstate Branching. SB 

2267 relates only to interstate branching, Accordingly, its changes are all to Chapter 6 .. 

08.4. 

The approach North Dakota took to interstate banking and branching in 1995 was 

conservative; essentially we did the minimum we under federal law. We limited interstate 

banking to acquisition of an existing bank could by an out of state holding company and 

required that bank to be five years of age, And, we pennitted interstate branching only in 
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connection with a merger of two or more separa.te banks, While there has been some 

tinkering with the interstate banking laws sinoe 1995, the main substantive limitations 

remain, What have changed are the circumcnances. In 2003 all North Dakota banks are 

available for acquisition because all are more than five years old. And, now, our 

community banks see interstate branching as an opportunity, rather than a threat, and, 

they find their opportunities for growth and diversification to be impeded by the existing 

law. To use the interstate banking law to expar,d across state lines, a North Dakota 

holding company must either buy or fonn a bank in auother state. To use the interstate 

branching law to expand across state lines a North Dakota bank must find an out of state 

bank and either acquire that bank or be acquired by that bank and lose its separAte 

existence in a merger transaction. 

SB 2267 would pennit North Dakota banks to establish branches in other states de 

novo (i.e., from scratch), by acquiring an existing branch of another financial institution, 

as well as through a merger transaction. Before this authority can be exercised, the laws 

of the state other than North Dakota will also have to pennit the transaction to occur. The 

bill will also allow banks from other states to open branches in North Dakota on the 

same, expanded basis. However, there is a reciprocity requirement in the bill because not 

alt other states pennit interstate branching de novo and through acquisition of an existing 

branch. With the reciprocity provision, an out of state bank may branch into North 

Dakota only in the same manner in which a North Dakota bank could branch into the 

home state of the out of state bank, 
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SB 2267 retains the protections of the current law in terms of regulation and 

supervision of interstate bank branches, State and federal regulatory approval is required 

for the branch transaction as appropriate. The activities of the banks through their 

branches are cssentiatly governed by the law of the state where the branch is located if 

that law is more restrictive than the law of the chartering state. And, the North Dakota 

state banking board retains supervisory and examination authority over the bank and bank 

branch. (The state department of financial institutions has cooperative agre.ements in 

place to facilitate examinations of interstate branches of North Dakota and out of state 

banks, wherever located.) 

Those of you who have served in the legislature over a number of sessions may 

remember the controversies over past efforts to change our bank branching laws. So far 

as I can tell today ( and I have asked) this bitl is not controversial within the banking 

industry. 

I want to share one final piece of infonnation. Interstate banking laws can be 

complicated. For that reason I reviewed the necessary changes and the original bill draft 

with the state department of fln.ancial institutions. I understand that the department has 

no position in support or opposition to the bill. However the department and its counsel 

have reviewed the substantive changes and have advised me that they agree the bill does 

what we want it to do: pennit interstate branching by North Dakota into other states and 

by out of state banks into North Dakota either by the creation of a new facility from 

scratch, through the acquisition of an existing branch from another financial institution, 

or through a merger transaction, subject only to reciprocity requirements. 

3 

Thi •torotr•f o fll'llttl °" thf1 ffl1111rt accur1t1 repr~tfont of recorde delivered to Modern lnfol'Mltfon tvtt• for 11lcroffl1fn,, and 
. wtl't ftlMd fn the r11Ul1r courtt of bUtlnttt, Tht pt,ototrap,fc procttt MNt• 1tencMl'de of the AMtrfcan Nttlontl ltlf'ldtl'de Jn,tftutt 

'(AMII) for trchfval mfcrofflm. MOTICII If tht fftnied f,neoe ebove ,. ltll l,ofblt then thfA Notice, It f• M to the quality o, tht 
doc\ntnt befnt ff lined, M f\ ~-

U Q ~ ... ~c.~ ~ ,t>\~~\~3 ., · · • 0ptT.@1 I ,ntturt "' 

J: 

.J 



r 

. I 
' i 
I 

,•r. ~ I , Fi, . . . ;l 
) 

\ 

. 

: I 

0 

With that I'd be happy to answer questions from the committee, And, then rd 

like to let you hear testimony from a Cavalier banker whose bank's plans for expansion 

were scuttled by the current law. 

4 

Tht Miol'ottlP.hto t .... °" thf• ft t11 art accurate rtproduottone o1 l'ICordt •t fvertd to M6dtrn lnfort11tf°" tytt• for •lcroff llf1'11 ind 
wtf'I flllld tn tht retUltr cour11 of buelntH, Th• l'f,otoor-.iflfo proctt• ...t• 1ttndll'dl of th• AMtrfcan National ltendtrdt rn1tf tut• 

' (Mill) for archfval Mfcroftlm, NOllCBI (f the fftnied t1111ge abow fl ltH letfblt than thl• Notic•, ft ,. due to tht quelfty of tht 
doctlNnt btl"'O ff tfllld. M (\, .4 

.,~.,. :I),A ~"-~o,~ ~~ \D\d:e\\~3 . 
Gptr1tor11 t1naturt - at• 

I 

.J 



r 

L 

C· ~ 
r.STATE BANK · MIDWESl' 

·· P.O. BOX 30 
CAVALIER, NORiH DAKOTA 58220 
PHONE 701h266 .. 8484 

March 11, 2003 

Industry, Business and Labor Committee 
North Dakota House of Representatives 

Dear Mr. Chairman and Committee Memoors: 

My name is Neil Fedje, President of Citizens State Bank- Midwest, Cavalier, North 
Dakota. Our bank is a Community Bank in rural North Dakota and serves the greater 
portion of Pembina County. Our loan portfolio includes fann operating loans and 
equipment loans, fann real estate loans, farm equipment leases, main street business and 
real estate loans, residential real estate loans, and personal loans. Nearly all of these 
borrowers ate directly or indirectly dependent on agriculture in our immediate area. On 
October l, 1999, we purchased the Farmers State Bank, Stephen, Minnesota, and 
converted it to a branch office in order to expand our customer base and diversify our risk 
over a greater area. However, nearly all these customers are also dependent on 
agriculture. In April, 2002, we opened a branch office in Bemidji, Minnesota, to further 
diversify our customer base nnd loan risk in both a different geographic area and a 
different economic situation. 

In the previoua several years, both loan demand and deposit growth had slowed, so in 
May, 2001, we applied for and received pennission to open a Loan Production Office 
(LPO) in Scottsdale, Arizona, with the intention of eventually opening a full service 
branch office in the area. This was an attempt to diversify our loan portfolio by both 
location and type of loan. By mid .. swnmer our loan officer h~ located a small branch 
that was for sale. We then received verbal assurances from both the North Dakota 
Commissioner of Banking and the Arizona Superintendent of Banking that they did not 
have any objections to our purchase of this branch. Before we submitted the formal 
application, we discovered one sentence ln the Arizona law that required that "the home 
state of the out-of-state financial institution permit reciprocal acquisitions for the same 
purpose." After further discussion with the North Dakota Banking Commissioner~ it was 
submitted to the North Dakota Attorney General for review. His interpretation of the 
banking statut~s was that North Dakota law did not provide for reciprocity. Thus, we 
were unable to complete the purchase of the branch office at that time. 

In view of the uncertainty in the agricultural economy and the problems many main street 
businesses are having in our small rural towns, we feel it is only prudent to diversify our 
customer base and risk to other areas when possible. This will help maintain the 
profitability and strength of the local community bank, which will allow us to be of more 
help to our local farm and main street customers in difficult times as well as the good 
times, To accomplish this, the North Dakota banking statutes will need to be amended to 
allow reciprocity with other states where this is required. We appreciate your 
consideration of this matter. 

OFFICES AT: 
P.O, BOX 30, NECHE, ND ~8265 PH, 701•886-7511 P,O, BOX 12$0, BEMIDJI, MN S660l PH, 218•444-3486 
P.O. BOX 389, PEMBINA, ND 5827t PH, '101-412!-6289 P,O, BOX 130, KENNEi>\', MN 56733 PH, 2l8-614-4t79 
P.O, BOX 98, WALHALLA, ND 58281 PH, 7(1l ■!49•3l30 P,O, BOX 4~, STEPHEN, MN S6757 PH, 218•478-3319 
CITIZENS LOAN COMPANY (LPO) 142(11 N, HA\'DEN ROAD SUITE Al, SCOTISDALE, AZ 85260 PH, 480-368..0521 
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TESTIMONY OF NDBA (MARILYN FOSS) IN SUPPORT OF SB 2267 

Mr. Chainnan, members of the committee, my name is Marilyn Foss. I am here 

for the North Dakota Bankers Association (NDBA). SB 2267 expands the methods by 

which North Dakota banks may establish branch offices in other states and by which 

banks from states other than North Dakota may establish branch offices in North Dakota. 

The subject of expanded interstate bank branching laws was brought before the NDBA 

legislative committee by NDBA community bank members becau.~ they see opportunity 

in expanded branching powers. 

North Dakota•s existing interstate banking and branching laws date from 199S 

when the legislature adopted interstate banking and interstate bank brru1ching laws to 

implement the federal Riegle-Neal Act. That federal law required state legislative bodies 

to adopt state laws so that, at a minirnum, bank holding companies could acquire banks in 

states outside their "home,, states and so that all bHtt.ks could branch interstate, at least 

through the mechanism of a merger with an out of state bank. North Dakota 

implemented the interstate banking requirement by enacting NDCC Chapter 6-08.3, 

Reciprocal Interstate Banking, and NDCC Chapter 6·08.4, Interstaie Branching. SB 

2267 relates only to interstate branching, Accordingly, its changes are all to Chapter 6-

08.4. 

The approach North Dakota took to interstate banking and branching in 1995 was 

conservative; essentially we did the minimwn allowable wider federal law. We limited 

interstate banking to acquisition of an existing bank by an out of state holding company 

and required that bank to be at least five years of age. Our law also permitted interstate 

branching only in connection with a merger of two or more separate banks. While there 
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has been some tinkering with the interstate banking laws since 1995, the main substantive 

limitations remain. What have changed are the circumstances, 

In 2003 all North Dakota banks are available for acquisition because all are more 

than five years old. Now, our community banks see interstate branching as an 

opportunity, rather than a threat, and, they find their opportunities for growth and 

diversification to be impeded by the existing law. To use the interstate banking law to 

expand across state lines, a North Dakota holding company must either buy or fonn a 

bank in another state. To use the interstate branching law to expand across state lines a 

North Dakota bank must find an out of state bank and either acquire that bank or be 

acquired by that bank and lose its separate existence in a merger transaction. 

SB 2267 would pennit North Dakota ban.ks to establish branches in other states de 

novo (i.e., from scratch), and by acquhing an existing branch of another financial 

' 
institution, as well as through a merger transaction, Before this authority can be 

\ 
exercised, the Jaws of the state other than North Dakota will also hcve to pennit the 

transaction to occur. The bill will also allow banks from other states to open branches in 

North Dakota on the same, expanded basis. However, there is a reciprocity requirement 

in·the bill because not all other states·permit intersb1te branching·de novo and through 

acquisition of an existing branch. With the reciprocity provision, an out of state bank may 

branch into North Dakota only in the same manner in which a North Dakota bank could 

branch into the home state of the out of state bank. 

SB 2267 retains the protections of the current law in terms of regulation and 

supervision of interstate bank branches. State and federal regulatory approval is required 

for the branch transaction as appropriate. The activities of the banks through their 
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branches are essentially governed by the law of the state where the branch is located if 

that Jaw is more restriotive than the law of the chartering state, And, the North Dakota 

state banking board retains supervisory and examination authority over the bank and bank 

branch. (The state department of financial institutions has cooperative agreements in 

place to facilitate examinations of interstate branches of North Dakota and out of state 

banks, wherever located.) 

Those of you who havt, served in the legislature over a number of sessions may 

remember the controversies over past efforts to change our bank branching laws. 

Irrespective of the questions that existed then, today this bill is not controversial within 

the banking industry, 

Because interstate banking laws can be complicated, I reviewed the necessary 

changes and the original draft for this bill with the state department of financial 

institutions. I understand that the department has no position in support or opposition to 

the bill. How-wer the department and its counsel have reviewed the substantive changes 

and have advised me that they agree the bill does what we want It to do: permit interstate 

branching by North Dnkota into other states and by out of state banks into North Dakota 

either by the creation ofa newfacility from scratch,- through the acquisition of an existing 

branch from another financial institution, or through a merger transaction. subject only to 

reciprocity requirements. 

With that I'd be happy to answer questions from the committee. And, then rd 

like to Jet you hear testimony from Neil Fedjie, a Cavalier banker, whose bank's plans for 

expansion were scuttled by the current law. 
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