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1 AN ACT to amend 221.0302 (3), 221.0302 (4) and 221.0901 (8) (a); and to create
2 221.0901 (2) (jm), 221.0901 (2) (Lm), 221.0901 (2) (mm), 221.0901 (8) (d) and (e),
3 221.0904 and 227.01 (13) (zw) of the statutes; relating to: regulation of bank
4 branches, mergers and acquisitions of banks, providing an exemption from
5 rule-making procedures, and granting rule-making authority.

Analysis by the Legislative Reference Bureau
Under current law, an out—of-state bank may operate a branch in thls state
only if the out—of-state bank has acquired a Wisconsin bank. (A Wisconsin bank is
a bank chartered under the laws of Wisconsin. An out-of-state bank is a bank
chartered under the laws of another state or a bank chartered under federal law that
has its principal place of business in another state.) An out—of-state bank may
acquire a Wisconsin bank by merging or consolidating with a Wisconsin bank or
holding company or acquiring the shares or assets of a Wisconsin'bank or holding
company. With certain exceptions, such acquisitions are subject to ‘the prior approval
of the Division of Banking (division) in the Department of Fin#ancial Institutions.
This bill allows an out—of-state bank to estabhsh a br ch in this state without
acquiring a Wisconsin bank, but only if atle ollowing conditions are satisfiedc’
1) the laws of the home state of the out—of-state an ow the out—of-state bank
to establish a branch in this state; 2) the dn}a{gﬁ ete mes&that the laws of the
home state are reciprocal to Wlsconsm law/with respecé to establishing branches;
and 3) the out—of-state b iﬂilgl,vesﬁ’ prior I;fotlce to the division as specified in rules
promulgated by the divigion. |
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Regarding the second condition, the bill prohlblts the division from
determining that a home state’s laws are Eemprocal unless the division finds that the
home state’s laws allow a Wisconsin bank to establish a branch in that state under
terms and conditions that are substanhal]?y similar to Wisconsin law. In making this
determination, the division must consider, at a minimum, whether the laws of the
home state discriminate against Wisconsin' banks or impose regulatory burdens that
are substantially more restrictive than WlS(anmn law. The bill requires the division
to periodically publish a list of states that the division determines are reciprocal. If
the division has not determined whether the: laws of an out-of-state bank’s home
state are reciprocal, the bill allows the out—of—state bank to request that the division
make such a determination. \

If an out—of-state bank establishes a branch in this state as provided under the
bill, the bill allows the out—of-state bank to estabhsh additional branches in this
state to the same extent as current law allows a Wisconsin bank to establish
branches. Also, the out—of-state bank is not reqmred to provide notice to the division
before establishing any additional branches. |

The bill also changes the requirements under current law that apply to an/?

oat—bf~ktatdlonks acquisition of a Wisconsin bank/ Under current law, with certain
exceptions, an out-of-state bank may acquire a Wisconsin bank only if the Wisconsin
bank has been in existence and in continuous operation for at least five years.

The bill creates a new exception to this requirement. Under the bill, an
out—of-state bank may acquire a Wisconsin bank that has been in existence and in
continuous operation for less than five years if all of the following conditions are
satisfied: 1) the laws of the home state of the out—of-state bank allow a Wisconsin
bank to acquire a bank in the home state; and 2) the division determines that the laws
of the home state are reciprocal to Wisconsin law with respect to mergers and
acquisitions. The bill also allows a holding company of an out-of-state bank to
acquire a Wisconsin bank or holding company of a Wisconsin bank under the same
conditions.

Regarding the second condition, the bill prohibits the division from
determining that a home state’s laws are reciprocal unless the division finds that the
home state’s laws allows a Wisconsin bank to merge or acquire a bank in that state
under terms and conditions that are substantially similar to Wisconsin law. (Under
the bill, the home state of a holding company of an out—of-state bank is the state in
which the total deposits of all banking subsidiaries of the holding company are the
largest.) In making the determination regarding reciprocity, the division must
consider, at a minimum, whether the laws of the home state discriminate against
Wisconsin banks or impose regulatory burdens that are substantially more
restrictive than Wisconsin law. The bill requires the division to periodically publish
a list of states that the division determines are reciprocal. If the division has not
determined whether the laws of an out—of-state bank’s home state are reciprocal, the
bill allows the out-of-state bank to request that the division make such a
determination.

The bill also does the following:



=W

10
11
12
13
14
15
16
17

18

2005 — 2006 Legislature ~-3- L%aBﬁyzc?lfj?%

BILL

1. The bill allows the division to make the determinations described above
regarding reciprocity without promulgating rules.

2. The bill allows a Wisconsin bank to transfer an existing branch to a bank
located in another state only if the division has determined, as described above, that
the other state’s laws are reciprocal with respect to establishing branches.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
o |
SECTION 1. 221.0302 (8) of the statutes is amended to read:
221.0302 (3) TRANSFER. A bank may transfer a branch bank to any other bank

located in this state with the approval of the division. A bank may transfer a branch

bank to a bank located in another state only if the division has determined under s.
221.0904 (3) (b) that the state’s laws are reciprocal regarding establishing branches.

v
SECTION 2. 221.0302 (4) of the statutes is amended to read:

221.0302 (4) OUT-OF-STATE BRANCHES. A bank may establish a branch bank in

another state with the approval of the division and-the-appropriate bank regulator
M%Wt&b&esmshed.

SECTION 3. 221.0901 (2) (jm) of the statutes is created to read:

221.0901 (2) jm) “Home state” means, with respect to an out—of-state bank,
the state in which the bank is chartered and, with respect to an out—of-state bank
holding company, the state in which the total deposits of all banking subsidiaries of
the company are the largest.

SECTION 4. 221.0901 (2) (Lm) of the statutes is created to read:

221.0901 (2) (Lm) “Out-—of-state bank” means a bank that is not an in-state
bank.

v
SECTION 5. 221.0901 (2) (mm) of the statutes is created to read:
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221.0901 (2) (mm)  “Out-of-state banking organization” means an
out—of-state bank or out——of—state{bank holding company.

SECTION 6. 221.0901 (8) (a3/of the statutes is amended to read:

221.0901 (8) (a) Except as provided in pars. (b) and, (c), and (d), the division
may not approve an application under sub. (3) (a), other than an application by an
in—state bank holding company or in—state bank, unless the in—-state bank to be
acquired, or all in—state bank subsidiaries of the in-state bank holding company to
be acquired, have as of the proposed date of acquisition been in existence and in
continuous operation for at lea§t 5 years.

SECTION 7. 221.0901 (8)V€d) and (e) of the statutes are created to read:

221.0901 (8) (d) Paragraph (a) does not apply to the merger or acquisition by
an out—of-state banking organization of all or substantially all of the assets of an
in—state bank, or of an in-state bank holding company that owns one or more
in—state banks, if all of the following apply:

1. The laws of the home state of the out—of-state banking organization allow
an in-state bank or in-state bank holding company to acquire an out—of-state
banking organization in the home state.

2. The division determines under par. (e) that the laws of the home state of the
out—of-state banking organization are reciprocal with respect to mergers and
acquisitions.

(e) 1. The division shall periodically publish a list of states that the division has
found have laws that are reciprocal for purposes of par. (d) 2. An out—of-state
banking organization with a home state for which the division has made no such

determination may request, on a form prescribed by the division, that the division

make a determination regarding the home state.
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9. make determinations under subd. 1. in writing. The

division may not determine that the laws of a state are reciprocal under subd. 1.
unless the division finds that the laws of that state allow an in—state bank or in—state
bank holding company to merge with or acquire an out-of-state banking
organization under terms and conditions that are substantially similar to the terms
and conditions under this section. In making such a finding, the division shall
consider, at a minimum, whether the laws of that state discriminate in any way
against an in—state bank or in—state bank holding company and whether the laws
of that state impose regulatory burdens that are substantially more restrictive than
the requirements under this section that apply to an out—of-state banking
organization seeking to merge or acquire an in—state bank or in—state bank holding
a SECTION 8. 221.0904 of thi:statutes is created to read:
221.0904 Out-of-state banks establishing branches. (1) DEFINITIONS. In
this section:
(a) “Home state” has the meaning given in s. 221.0903 (1) (b).
(b) “Out—of-state bank” has the meaning given in s. 221.0903 (1) (d).
(c) “State bank” has the meaning given in s. 221.0903 (1) (e).
(2) IN GENERAL. No out—of-state bank may establish a branch in this state
unless all of the following apply:
(a) The laws of the home state of the out—of-state bank allow the out—of-state
bank to establish a branch in this state.
(b) The division determines under sub. (3) (b) that the laws of the home state
of the out-of-state bank are reciprocal with respect to a state bank establishing a

branch in that state.
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(¢) The out—of-state bank complies with the notice requirements under sub. (4).

'(‘43) REbIPROC‘IfI‘Y. (a) The divisioh shall periodically publish a list of states that
thé division has found have laws that are reciprocal for purposes of sub. (2) (b). An
oute0f~état€ bank with a home state for which the division has made no such
éiete!rmination may request, on a form prescribed by the division, that the division
make a determination regarding the home state.

(b) The division shall make determinations under par. (a) in writing. The.
division may not determine that the laws of a state are reciprocal under par. (a)
unless the division finds that the laws of that state allow a state bank to estabiish
a branch in the state under terms and conditions that are substantially similar to the
terms and conditions under this section. In making such a finding, the division shall
consider, at a minimum, whether the laws of that state discriminate in any way
against a state bank and whether the laws of that state impose regulatory burdens
that are substantially mére restrictive than the requirements under this ’sectioh that
apply to an out-of-state bank seeking to establish a branch in this state.

(4) NotICE. (a) Except as provided in par. (b), an out—of-state bank may not
establish a branch in this state Without providing prior notice to the division. The
division shall promulgate rules specifying the requirements and procedures for
making such notice. The rules shall allow an out—of-state bank to provide notice by
submitting to the division a copy of any notice or application regarding the proposed
branch that ‘the out—of—state bank submits to the regulatory authority of its home
state or the appropriate federal regulatory authority.

(b) If an out—of-state bank establishes a branch in this state pursuant to this
section, the out—of-state bank is not required to provide notice for any subsequent

branches established in this state.
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(5) ADDITIONAL BRANCHING AUTHORITY. An out—of-state bank that establishes
a branch in this state pursuant to this section may establiéh additional branches in
this state to the same extent as a state bank.

SECTION 9. 227.01 (13) (Z:;) of the statutes is created to read:

227.01 (13) (zw) Determines whether a state law is reciprocal under s.

921.0901 (8) (e) 2. or 221.0904 (3) (b).

(END)
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bank (ILC) may establish a branch by satisfying the conditions. If the out—of-state
bank is an ILC, the out—of-state bank may operate a branch in this state only by
acquiring a Wisconsin bank. Although the bill does not provide a definition for ILC,
an ILC is generally understood to refer to a deposit—-taking entity that is chartered
in another state and that is owned by a nonbanking entity.

Under the bill, the following conditions must be satisfied for an out—of-state
bank that is not an ILC to establish a branch:

INSERT 2A:
by an out—of-state bank, including an ILC
INSERT 5-12:
SECTION 1. 221.0903 (1) (aﬁsf the statutes is renumbered 221.0903 (1) (ar).
SECTION 2. 221.0903 (1) (ag of the statutes is created to read:
221.0903 (1) (ag) “Bank” has the meaning given in 12 USC 1841 (c), except that
“bank” does not include an industrial loan company or industrial bank established

under the laws of any state.
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Sen. Stepp:

This version is based on the Nov. 11 memo from Godfrey & Kahn that you provided.

Note the memo requires including a new definition of “bank” for purposes of proposed
s. 221.0904. However, the term “bank” is not used in proposed s. 221.0904. Instead,
the terms “out—of-state bank” (OSB) and “state bank” are used, which are defined by
their meanings under s. 221.0903. I understand that you want OSBs not to include
ILCs for purposes of s. 221.0904. 1If this is true, then no new definition in s. 221.0904
is necessary. ~

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.state.wi.us
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December 15, 2005

Sen. Stepp:

This version is based on the Nov. 11 memo from Godfrey & Kahn that you provided.

Note the memo requires including a new definition of “bank” for purposes of proposed
s. 221.0904. However, the term “bank” is not used in proposed s. 221.0904. Instead,
the terms “out-of-state bank” (OSB) and “state bank” are used, which are defined by
their meanings under s. 221.0903. I understand that you want OSBs not to include
ILCs for purposes of s. 221.0904. If this is true, then no new definition in s. 221.0904
1S necessary.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark kunkel@legis.state.wi.us
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Sen. Stepp:

This version is identical to the previous version, except that it corrects the analysis.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.state.wi.us
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1 AN ACT to renumber 221.0903 (1) (a); to amend 221.0302 (3), 221.0302 (4) and

2 221.0901 (8) (a); and to create 221.0901 (2) (jm), 221.0901 (2) (Lm), 221.0901
3 (2) (mm), 221.0901 (8) (d) and (e), 221.0903 (1) (ag), 221.0904 and 227.01 (13)
4 (zw) of the statutes; relating to: regulation of bank branches, mergers and
5 acquisitions of banks, providing an exemption from rule-making procedures,
6 and granting rule-making authority.

Analysis by the Legislative Reference Bureau

Under current law, an out—of-state bank may operate a branch in this state
only if the out—of-state bank has acquired a Wisconsin bank. (A Wisconsin bank is
a bank chartered under the laws of Wisconsin. An out—of-state bank is a bank
chartered under the laws of another state or a bank chartered under federal law that
has its principal place of business in another state.) An out-of-state bank may
acquire a Wisconsin bank by merging or consolidating with a Wisconsin bank or
holding company or acquiring the shares or assets of a Wisconsin bank or holding
company. With certain exceptions, such acquisitions are subject to the prior approval
of the Division of Banking (division) in the Department of Financial Institutions.
This bill allows an out—of-state bank to establish a branch in this state without
acquiring a Wisconsin bank, but only if certain conditions are satisfied. However,
/ only an out—of-state bank that is not an industrial loan company or an 1ndustnal
bank (ILC) may establish a branch by satisfying the conditions. (Féhee: <
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~ an ILC is generally understood to refer to a deposit-taking entity that is chartered
in another state and that is owned by a nonbanking entity.

Under the bill, the following conditions must be satisfied for an out—of-state
bank that is not an ILC to establish a branch: 1) the laws of the home state of the
out—of-state bank must allow the out—of-state bank to establish a branch in this
state; 2) the division must determine that the laws of the home state are reciprocal
to Wisconsin law with respect to establishing branches; and 3) the out—of-state bank
must give prior notice to the division as specified in rules promulgated by the
division.

Regarding the second condition, the bill prohibits the division from
determining that a home state’s laws are reciprocal unless the division finds that the
home state’s laws allow a Wisconsin bank to establish a branch in that state under
terms and conditions that are substantially similar to Wisconsin law. In making this
determination, the division must consider, at a minimum, whether the laws of the
home state discriminate against Wisconsin banks or impose regulatory burdens that
are substantially more restrictive than Wisconsin law. The bill requires the division
to periodically publish a list of states that the division determines are reciprocal. If
the division has not determined whether the laws of an out—of-state bank’s home
state are reciprocal, the bill allows the out—of-state bank to request that the division
make such a determination.

If an out-of-state bank establishes a branch in this state as provided under the
bill, the bill allows the out—of-state bank to establish additional branches in this
state to the same extent as current law allows a Wisconsin bank to establish
branches. Also, the out—of-state bank is not required to provide notice to the division
before establishing any additional branches. ,

The bill also changes the requirements under cufrent law tha to
acquisition of a Wisconsin bank by an out-of-state bank Anetuding<ai. der
current law, with certain exceptions, an out—of-state bank may acquire a Wisconsin
bank only if the Wisconsin bank has been in existence and in continuous operation
for at least five years.

The bill creates a new exception to this requirement. Under the bill, an
out—of—state bank may acquire a Wisconsin bank that has been in existence and in
continuous operation for less than five years if all of the following conditions are
satisfied: 1) the laws of the home state of the out—of-state bank allow a Wisconsin
bank to acquire a bank in the home state; and 2) the division determines that the laws
of the home state are reciprocal to Wisconsin law with respect to mergers and
acquisitions. The bill also allows a holding company of an out—of-state bank to
acquire a Wisconsin bank or holding company of a Wisconsin bank under the same
conditions.

Regarding the second condition, the bill prohibits the division from
determining that a home state’s laws are reciprocal unless the division finds that the
home state’s laws allows a Wisconsin bank to merge or acquire a bank in that state
under terms and conditions that are substantially similar to Wisconsin law. (Under
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the bill, the home state of a holding company of an out—of-state bank is the state in
which the total deposits of all banking subsidiaries of the holding company are the
largest.) In making the determination regarding reciprocity, the division must
consider, at a minimum, whether the laws of the home state discriminate against
Wisconsin banks or impose regulatory burdens that are substantially more
restrictive than Wisconsin law. The bill requires the division to periodically publish
a list of states that the division determines are reciprocal. If the division has not
determined whether the laws of an out—of-state bank’s home state are reciprocal, the
bill allows the out—of-state bank to request that the division make such a
determination.

The bill also does the following:

1. The bill allows the division to make the determinations described above
regarding reciprocity without promulgating rules.

2. The bill allows a Wisconsin bank to transfer an existing branch to a bank
located in another state only if the division has determined, as described above, that
the other state’s laws are reciprocal with respect to establishing branches.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
SECTION 1. 221.0302 (3) of the statutes is amended to read:
221.0302 (3) TRANSFER. A bank may transfer a branch bank to any other bank

located in this state with the approval of the division. A bank may transfer a branch

bank to a bank located in another state only if the division has determined under s.
221.0904 (3) (b) that the state’s laws are reciprocal regarding establishing branches.

SECTION 2. 221.0302 (4) of the statutes is amended to read:

221.0302 (4) OUT-OF-STATE BRANCHES. A bank may establish a branch bank in

another state with the approval of the division and-the-appropriate bank regulator
4] ] he ] b | blished.

SECTION 3. 221.0901 (2) (jm) of the statutes is created to read:

221.0901 (2) jm) “Home state” means, with respect to an out—of-state bank,

the state in which the bank is chartered and, with respect to an out-of-state bank
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holding company, the state in which the total deposits of all banking subsidiaries of
the company are the largest.

SECTION 4. 221.0901 (2) (Lm) of the statutes is created to read:

221.0901 (2) (Lm) “Out-of-state bank” means a bank that is not an in-state
bank.

SECTION 5. 221.0901 (2) (mm) of the statutes is created to read:

221.0901 (2) (mm)  “Out-of-state banking organization” means an
out—of-state bank or out—of-state bank holding company.

SECTION 6. 221.0901 (8) (a) of the statutes is amended to read:

221.0901 (8) (a) Except as provided in pars. (b) and, (c)‘, and (d), the division
may not approve an application under sub. (3) (a), other than an application by an
in—-state bank holding company or in—state bank, unless the in—state bank to be
acquired, or all in—state bank subsidiaries of the in—state bank holding company to
be acquired, have as of the proposed date of acquisition been in existence and in
continuous operation for at least 5 years.

SECTION 7. 221.0901 (8) (d) and (e) of the statutes are created to read:

221.0901 (8) (d) Paragraph (a) does not apply to the merger or acquisition by
an out-of-state banking organization of all or substantially all of the assets of an
in-state bank, or of an in-state bank holding company that owns one or more
in—state banks, if all of the following apply:

1. The laws of the home state of the out—of-state banking organization allow
an in-state bank or in-state bank holding company to acquire an out-of-state

banking organization in the home state.
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2. The division determines under par. (e) that the laws of the home state of the
out-of-state banking organization are reciprocal with respect to mergers and
acquisitions.

(e) 1. The division shall periodically publish a list of states that the division has
found have laws that are reciprocal for purposes of par. (d) 2. An out—of-state
banking organization with a home state for which the division has made no such
determination may request, on a form prescribed by the division, that the division
make a determination regarding the home state.

2. The division shall make determinations under subd. 1. in writing. The
division may not determine that the laws of a state are reciprocal under subd. 1.
unless the division finds that the laws of that state allow an in-state bank or in—state
bank holding company to merge with or acquire an out-of-state banking
organization under terms and conditions that are substantially similar to the terms
and conditions under this section. In making such a finding, the division shall
consider, at a minimum, whether the laws of that state discriminate in any way
against an in—state bank or in—state bank holding company and whether the laws
of that state impose regulatory burdens that are substantially more restrictive than
the requirements under this section that apply to an out-of-state banking
organization seeking to merge or acquire an in—state bank or in-state bank holding
company.

SECTION 8. 221.0903 (1) (a) of the statutes is renumbered 221.0903 (1) (ar).

SECTION 9. 221.0903 (1) (ag) of the statutes is created to read:

221.0903 (1) (ag) “Bank” has the meaning given in 12 USC 1841 (c), except that
“pank” does not include an industrial loan company or industrial bank established

under the laws of any state.
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SECTION 10. 221.0904 of the statutes is created to read:

221.0904 Out—-of-state banks establishing branches. (1) DEFINITIONS. In
this section:

(a) “Home state” has the meaning given in s. 221.0903 (1) (b).

(b) “Out—of-state bank” has the meaning given in s. 221.0903 (1) (d).

(c) “State bank” has the meaning given in s. 221.0903 (1) (e).

(2) IN GENERAL. No out-of-state bank may establish a branch in this state
unless all of the following apply:

(a) The laws of the home state of the out—of-state bank allow the out—of-state
bank to establish a branch in this state.

(b) The division determines under sub. (3) (b) that the laws of the home state
of the out-of-state bank are reciprocal with respect to a state bank establishing a
branch in that state.

(c) The out—of-state bank complies with the notice requirements under sub. (4).

(3) ReciprocITY. (a) The division shall periodically publish a list of states that
the division has found have laws that are reciprocal for purposes of sub. (2) (b). An
out—of-state bank with a home state for which the division has made no such
determination may request, on a form prescribed by the division, that the division
make a determination regarding the home state.

(b) The division shall make determinations under par. (a) in writing. The
division may not determine that the laws of a state are reciprocal under par. (a)
unless the division finds that the laws of that state allow a state bank to establish
a branch in the state under terms and conditions that are substantially similar to the
terms and conditions under this section. In making such a finding, the division shall

consider, at a minimum, whether the laws of that state discriminate in any way
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against a state bank and whether the laws of that state impose regulatory burdens
that are substantially more restrictive than the requirements under this section that
apply to an out—of-state bank seeking to establish a branch in this state.

(4) Norice. (a) Except as provided in par. (b), an out—of-state bank may not
establish a branch in this state without providing prior notice to the division. The
division shall promulgate rules specifying the requirements and procedures for
making such notice. The rules shall allow an out-of-state bank to provide notice by
submitting to the division a copy of any notice or application regarding the proposed
branch that the out—of-state bank submits to the regulatory authority of its home
state or the appropriate federal regulatory authority.

(b) If an out—of-state bank establishes a branch in this state pursuant to this
section, the out—of-state bank is not required to provide notice for any subsequent
branches established in this state.

(5) ADDITIONAL BRANCHING AUTHORITY. An out—-of-state bank that establishes
a branch in this state pursuant to this section may establish additional branches in
this state to the same extent as a state bank.

SECTION 11. 227.01 (13) (zw) of the statutes is created to read:

227.01 (13) (zw) Determines whether a state law is reciprocal under s.
221.0901 (8) (e) 2. or 221.0904 (3) (b).

(END)
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Sen. Stepp:

This version is identical to the previous version, except that it corrects the analysis.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.state.wi.us



Kunkel, Mark

From: Risch, Jay

Sent: Wednesday, January 18, 2006 2:03 PM
To: Kunkel, Mark

Subject: FW: Branch Banking Modernization Bills
Atftachments: GKScanDoc_1.pdf

GKScanbDoc_1.pdf
(337 KB)

————— Original Message-—-—-—-—-

From: Daryll Lund [mailto:daryll@communitybankers.org]
Sent: Tuesday, January 17, 2006 4:17 PM

To: Risch, Jay

Subject: FW: Branch Banking Modernization Bills

Jay,

CBW supports introduction of the branching bill without the ILC language. This comes after
discussions with DFI and the FDIC. Below you can see comments from our legal counsel
related to using the Analysis in

2939/1 and the text in 2939/2 with the striking of the ILC language.

Let me know 1f you have questions. I look forward to finally moving this process forward.

Daryll J. Lund

President &CEQO

Community Bankers of Wisconsin
608-833-4229
daryll@communitybankers.org

————— Original Message-----

From: James Sheriff [mailto:Jsheriff@gklaw.com]
Sent: Tuesday, January 17, 2006 3:22 PM

To: Daryll Lund

Subject: Branch Banking Modernization Bills

Daryll:

As we discussed this morning on the telephone, I reviewed the various LRB drafts of the
branching bill to see what versions should be used if the decision is made by the CBW
Legislative Committee later today to "pull" the ILC language.

My conclusion is that the Analysis included in LRB draft 2939/1 should be used. This
analysis is correct as it stands without any revisions, and does not even include the word
"industrial loan company.” As for the text of the bill, I believe that the LRB draft
2939/2 should be used, with one modification. Specifically, the modification would be in
Section 9 (page 5) of this draft. Lines 23-25 of Version 2 include the words "except that
"Bank' does not include an industrial loan company or an industrial bank established under
the laws of any state." These words should be removed from the draft, sc that Line

23 will now state "'Bank' has the meaning given in 12 USC 1841 (c)."

Please call me 1f you have any questions.
Jim
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James A. Sheriff

Godfrey & Kahn, S.C.

780 N. Water Street
Milwaukee, WI 53202

(414) 273-3500 (Main Phone)
(414) 287-9390 (Direct Phone)
(414) 273-5198 (FAX)
jsheriff@gklaw.com

*x*pursuant to Circular 230 promulgated by the Internal Revenue Service, if this email, or
any attachment hereto, contains advice concerning any federal tax issue or submission,
please be advised that it was not intended or written to be used, and that it cannot be
used, for the purpose of avoiding federal tax penalties unless otherwise expressly

indicated.***

**This is a transmission from the law firm of Godfrey & Kahn, S.C. and may contain
information which is privileged, confidential, and protected by the attorney-client or
attorney work product privileges. If you are not the addressee, note that any disclosure,
copying, distribution, or use of the contents of this message is prohibited. If you have
received this transmission in error, please destroy it and notify us immediately at our

telephone number (414) 273-3500.*%*
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AN ACT to amend 221.0302 (3), 221.0302 (4) and 221.0901 (8) (a); and to create
221.0901 (2) (jm), 221.0901 (2) (Lm), 221.0901 (2) (mm), 221.0901 (8) (d) and (e),
221.0904 and 227.01 (13) (zw) of the statutes; relating to: regulation of bank
branches, mergers and acquisitions of banks, providing an exemption from

rule-making procedures, and granting rule-making authority.

Analysis by the Legislative Reference Bureau

Under current law, an out-of-state bank may operate a branch in this state
only if the out—of-state bank has acquired a Wisconsin bank. (A Wisconsin bank is
a bank chartered under the laws of Wisconsin. An out-of-state bank is a bank
chartered under the laws of another state or a bank chartered under federal law that
has its principal place of business in another state.) An out-of-state bank may
acquire a Wisconsin bank by merging or consolidating with a Wisconsin bank or
holding company or acquiring the shares or assets of a Wisconsin bank or holding
company. With certain exceptions, such acquisitions are subject to the prior approval
of the Division of Banking (division) in the Department of Financial Institutions.

This bill allows an out—of-state bank to establish a branch in this state without
acquiring a Wisconsin bank, but only if all of the following conditions are satisfied:
1) the laws of the home state of the out-of-state bank allow the out—of-state bank
to establish a branch in this state; 2) the division determines that the laws of the
home state are reciprocal to Wisconsin law with respect to establishing branches;
and 3) the out-of-state bank gives prior notice to the division as specified in rules
promulgated by the division.
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Regarding the second condition, the bill prohibits the division from
determining that a home state’s laws are reciprocal unless the division finds that the
home state's laws allow a Wisconsin bank to establish a branch in that state under
terms and conditions that are substantially similar to Wisconsin law. In making this
determination, the division must consider, at a minimum, whether the laws of the
home state discriminate against Wisconsin banks or impose regulatory burdens that
are substantially more restrictive than Wisconsin law. The bill requires the division
to periodically publish a list of states that the division determines are reciprocal. If
the division has not determined whether the laws of an out-of-state bank’s home
state are reciprocal, the bill allows the out-of-state bank to request that the division
make such a determination.

If an out-of-state bank establishes a branch in this state as provided under the
bill, the bill allows the out-of-state bank to establish additional branches in this
state to the same extent as current law allows a Wisconsin bank to establish
branches. Also, the out-of-state bank is not required to provide notice to the division
before establishing any additional branches.

The bill also changes the requirements under current law that apply to an
out-of-state bank’s acquisition of a Wisconsin bank. Under current law, with certain
exceptions, an out-of-state bank may acquire a Wisconsin bank only if the Wisconsin
bank has been in existence and in continuous operation for at least five years.

The bill creates a new exception to this requirement. Under the bill, an
out-of-state bank may acquire a Wisconsin bank that has been in existence and in
continuous operation for less than five years if all of the following conditions are
satisfied: 1) the laws of the home state of the out—of-state bank allow a Wisconsin
bank to acquire a bank in the home state; and 2) the division determines that the laws
of the home state are reciprocal to Wisconsin law with respect to mergers and
acquisitions. The bill also allows a holding company of an out-of-state bank to
acquire a Wisconsin bank or holding company of a Wisconsin bank under the same
conditions.

Regarding the second condition, the bill prohibits the division from
determining that a home state’s laws are reciprocal unless the division finds that the
home state’s laws allows a Wisconsin bank to merge or acquire a bank in that state
under terms and conditions that are substantially similar to Wisconsin law. (Under
the bill, the home state of a holding company of an out—of-state bank is the state in
which the total deposits of all banking subsidiaries of the holding company are the
largest.) In making the determination regarding reciprocity, the division must
consider, at a minimum, whether the laws of the home state discriminate against
Wisconsin banks or impose regulatory burdens that are substantially more
restrictive than Wisconsin law. The bill requires the division to periodically publish
a list of states that the division determines are reciprocal. If the division has not
determined whether the laws of an out-of-state bank’s home state are reciprocal, the
bill allows the out-of-state bank to request that the division make such a
determination.

The bill also does the following:
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1. The bill allows the division to make the determinations described above
regarding reciprocity without promulgating rules.

2. The bill allows a Wisconsin bank to transfer an existing branch to a bank
located in another state only if the division has determined, as described above, that
the other state’s laws are reciprocal with respect to establishing branches.

For further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:
SEcTION 1. 221.0302 (3) of the statutes is amended to read:
221.0302 (3) TrRANSFER. A bank may transfer a branch bank to any other bank

located in this state with the approval of the division. A bank may transfer a branch

bank to a bank located in another state only if the division has determined under s.

SecTION 2. 221.0302 (4) of the statutes is amended to read:

221.0302 (4) OUT-OF-STATE BRANCHES. A bank may establish a branch bank in
another state with the approval of the division and-the-appropriate-bank-regulater

SecTION 3. 221.0901 (2) (jm) of the statutes is created to read:

221.0901 (2) (jm) “Home state” means, with respect to an out—of-state bank,
the state in which the bank is chartered and, with respect to an out—of-state bank
holding company, the state in which the total deposits of all banking subsidiaries of
the company are the largest.

SEcTION 4. 221.0901 (2) (Lm) of the statutes is created to read:

221.0901 (2) (Lm) “Out-of-state bank” means a bank that is not an in-state
bank.

SECTION 5. 221.0901 (2) (mm) of the statutes is created to read:
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AN ACT to renumber 221.0903 (1) (a); to amend?221.0302 (3), 221.0302 (4) and
221.0901 (8) (a); and to create 221.0901 (2) (jm), 221.0901 (2) (Lm), 221.0901
(2) (mm), 221.0901 (8) (d) and (e), 221.0903 (1) (ag), 221.0904 and 227.01 (13)
(zw) of the statutes; relating to: regulation of bank branches, mergers and
acquisitions of banks, providing an exemption from rule-making procedures,

and granting rule-making authority.

Analysis by the Legislative Reference Bureau

Under current law, an out-of-state bank may operate a branch in this state
only if the out—of-state bank has acquired a Wisconsin bank. (A Wisconsin bank is
a bank chartered under the laws of Wisconsin. An out-of-state bank is a bank
chartered under the laws of another state or a bank chartered under federal law that
has its principal place of business in another state.) An out—of-state bank may
acquire a Wisconsin bank by merging or consolidating with a Wisconsin bank or
holding company or acquiring the shares or assets of a Wisconsin bank or holding
company. With certain exceptions, such acquisitions are subject to the prior approval
of the Division of Banking (division) in the Department of Financial Institutions.

This bill allows an out—of-state bank to establish a branch in this state without
acquiring a Wisconsin bank, but only if certain conditions are satisfied. However,
only an out-of-state bank that is not an industrial loan company or an industrial
bank (ILC) may establish a branch by satisfying the conditions. If the out-of-state
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2. The division determines under par. (e) that the laws of the home state of the
out-of-state banking organization are reciprocal with respect to mergers and
acquisitions.

(e) 1. The division shall periodically publish a list of states that the division has
found have laws that are reciprocal for purposes of par. (d) 2. An out-of-state
banking organization with a home state for which the division has made no such
determination may request, on a form prescribed by the division, that the division
make a determination regarding the home state.

2. The division shall make determinations under subd. 1. in writing. The
division may not determine that the laws of a state are reciprocal under subd. 1.
unless the division finds that the laws of that state allow an in-state bank or in-state
bank holding company to merge with or acquire an out-of-state banking
organization under terms and conditions that are substantially similar to the terms
and conditions under this section. In making such a finding, the division shall
consider, at a minimum, whether the laws of that state discriminate in any way
against an in-state bank or in-state bank holding company and whether the laws
of that state impose regulatory burdens that are substantially more restrictive than
the requirements under this section that apply to an out—of-state banking
organization seeking to merge or acquire an in-state bank or in-state bank holding
company.

SECTION 8. 221.0903 (1) (a) of the statutes is renumbered 221.0903 (1) (ar).

SecTION 9. 221.0903 (1) (ag) of the statutes is created to read:

221.0903 (1) (ag) “Bank” has the meaning given in 12 USC 1841 (c), except-that—~

v
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1 AN ACT to amend 221.0302 (3), 221.0302 (4) and 221.0901 (8) (a); and to create
2 221.0901 (2) (jm), 221.0901 (2) (Lm), 221.0901 (2) (mm), 221.0901 (8) (d) and (e),
3 221.0904 and 227.01 (13) (zw) of the statutes; relating to: regulation of bank
4 branches, mergers and acquisitions of banks, providing an exemption from
5 rule-making procedures, and granting rule-making authority.

Analysis by the Legislative Reference Bureau

Under current law, an out—of-state bank may operate a branch in this state
only if the out—of-state bank has acquired a Wisconsin bank. (A Wisconsin bank is
a bank chartered under the laws of Wisconsin. An out-of-state bank is a bank
chartered under the laws of another state or a bank chartered under federal law that
has its principal place of business in another state.) An out-of-state bank may
acquire a Wisconsin bank by merging or consolidating with a Wisconsin bank or
holding company or acquiring the shares or assets of a Wisconsin bank or holding
company. With certain exceptions, such acquisitions are subject to the prior approval
of the Division of Banking (division) in the Department of Financial Institutions.

This bill allows an out—of—state bank to establish a branch in this state without
acquiring a Wisconsin bank, but only if all of the following conditions are satisfied:
1) the laws of the home state of the out—of—state bank allow the out—of-state bank
to establish a branch in this state; 2) the division determines that the laws of the
home state are reciprocal to Wisconsin law with respect to establishing branches;
and 3) the out—of-state bank gives prior notice to the division as specified in rules
promulgated by the division.
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Regarding the second condition, the bill prohibits the division from
determining that a home state’s laws are reciprocal unless the division finds that the
home state’s laws allow a Wisconsin bank to establish a branch in that state under
terms and conditions that are substantially similar to Wisconsin law. In making this
determination, the division must consider, at a minimum, whether the laws of the
home state discriminate against Wisconsin banks or impose regulatory burdens that
are substantially more restrictive than Wisconsin law. The bill requires the division
- to periodically publish a list of states that the division determines are reciprocal. If
the division has not determined whether the laws of an out—of-state bank’s home
state are reciprocal, the bill allows the out—of-state bank to request that the division
make such a determination.

If an out-of-state bank establishes a branch in this state as provided under the
bill, the bill allows the out—of—state bank to establish additional branches in this
state to the same extent as current law allows a Wisconsin bank to establish
branches. Also, the out—of-state bank is not required to provide notice to the division
before establishing any additional branches.

The bill also changes the requirements under current law that apply to an
out—of-state bank’s acquisition of a Wisconsin bank. Under current law, with certain
exceptions, an out—of-state bank may acquire a Wisconsin bank only if the Wisconsin
bank has been in existence and in continuous operation for at least five years.

The bill creates a new exception to this requirement. Under the bill, an
out-of-state bank may acquire a Wisconsin bank that has been in existence and in
continuous operation for less than five years if all of the following conditions are
satisfied: 1) the laws of the home state of the out—of-state bank allow a Wisconsin
bank to acquire a bank in the home state; and 2) the division determines that the laws
of the home state are reciprocal to Wisconsin law with respect to mergers and
acquisitions. The bill also allows a holding company of an out—of-state bank to
acquire a Wisconsin bank or holding company of a Wisconsin bank under the same
conditions.

Regarding the second condition, the bill prohibits the division from
determining that a home state’s laws are reciprocal unless the division finds that the
home state’s laws allows a Wisconsin bank to merge or acquire a bank in that state
under terms and conditions that are substantially similar to Wisconsin law. (Under
the bill, the home state of a holding company of an out—of-state bank is the state in
which the total deposits of all banking subsidiaries of the holding company are the
largest.) In making the determination regarding reciprocity, the division must
consider, at a minimum, whether the laws of the home state discriminate against
Wisconsin banks or impose regulatory burdens that are substantially more
restrictive than Wisconsin law. The bill requires the division to periodically publish
a list of states that the division determines are reciprocal. If the division has not
determined whether the laws of an out-of-state bank’s home state are reciprocal, the
bill allows the out—of-state bank to request that the division make such a
determination. -

The bill afésfleps  the following:/
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1. The bill allows the division to make the determinations described above
regarding reciprocity without promulgating rules.

2. The bill allows a Wisconsin bank to transfer an existing branch to a bank
located in another state only if the division has determined, as described above, that
the other state’s laws are reciprocal with respect to establishing branches.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

o
SEcTION 1. 221.0302 (3) of the statutes is amended to read:

221.0302 (3) TRANSFER. A bank may transfer a branch bank to any other bank

located in this state with the approval of the division. A bank may transfer a branch

bank to a bank located in another state only if the division has determined under s.
221.0904 (3) (b) that the state’s laws are reciprocal regarding establishing branches.

o
SECTION 2. 221.0302 (4) of the statutes is amended to read:

221.0302 (4) OUT-OF-STATE BRANCHES. A bank may establish a branch bank in
another state with the approval of the division and-the-appropriate-bank-regulater

SECTION 3. 221.0901%) (jm) of the statutes is created to read:

221.0901 (2) (jm) “Home state” means, with respect to an out—of-state bank,
the state in which the bank is chartered and, with respect to an out—of-state bank
holding company, the state in which the total deposits of all banking subsidiaries of
the company are the largest.

SecTION 4. 221.0901 Eé) (Lm) of the statutes is created to read:

221.0901 (2) (Lm) “Out-of-state bank” means a bank that is not an in-state
bank.

v
SECTION 5. 221.0901 (2) (mm) of the statutes is created to read:
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221.0901 (2) (mm)  “Out-of-state banking organization” means an

out—of-state bank or out—-of-state bank holding company.

SEcTION 6. 221.0901 (8) L(/é) of the statutes is amended to read:

221.0901 (8) (a) Except as provided in pars. (b) and, (c), and (d). the division
may not approve an application under sub. (3) (a), other than an application by an
in-state bank holding company or in-state bank, unless the in-state bank to be
acquired, or all in—-state bank subsidiaries of the in-state bank holding company to
be acquired, have as of the proposed date of acquisition been in existence and in
continuous operation for at least 5 years.

SEcTION 7. 221.0901 (8)/(d) and (e) of the statutes are created to read:

221.0901 (8) (d) Paragraph (a) does not apply to the merger or acquisition by
an out-of-state banking organization of all or substantially all of the assets of an
in-state bank, or of an in-state bank holding company that owns one or more
in—state banks, if all of the following apply:

1. The laws of the home state of the out—of-state banking organization allow
an in-state bank or in-state bank holding company to acquire an out-of-state
banking organization in the home state.

2. The division determines under par. (e) that the laws of the home state of the
out—of-state banking organization are reciprocal with respect to mergers and
acquisitions.

(e) 1. The division shall periodically publish a list of states that the division has
found have laws that are reciprocal for purposes of par. (d) 2. An out-of-state
banking organization with a home state for which the division has made no such
determination may request, on a form prescribed by the division, that the division

make a determination regarding the home state.
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1 2. The division shall make determinations under subd. 1. in writing. The
2 division may not determine that the laws of a state are reciprocal under subd. 1.
3 unless the division finds that the laws of that state allow an in—state bank or in—state
4 bank holding company to merge with or acquire an out-of-state banking
5 organization under terms and conditions that are substantially similar to the terms
6 and conditions under this section. In making such a finding, the division shall
7 consider, at a minimum, whether the laws of that state discriminate in any way
8 against an in-state bank or in—state bank holding company and whether the laws
9 of that state impose regulatory burdens that are substantially more restrictive than

10 the requirements under this section that apply to an out-of-state banking

11 organization seeking to merge or acquire an in-state bank or in—state bank holding

12 company.

13 %\\} SECTION 8. 221.0904(1)} the statutes is created to read:

14 ; 221.0904 Out-of-state banks establishing branches. (1) DErFINITIONS. In

15 fhis section:

16 / (a) “Home state” has the meaning given in s. 221.0903 (1) (b).

17 ; ; (b) “Out-of-state bank” has the meaning given in s. 221.0903 (1) (d).

18 ; (c) “State bank” has the meaning given in s. 221.0903 (1) (e).

1?;' (2) IN GENERAL. No out-of-state bank may establish a branch in this state

20 unless all of the following apply:

21 (a) The laws of the home state of the out—of-state bank allow the out—of-state

22 bank to establish a branch in this state.

23 (b) The division determines under sub. (3) (b) that the laws of the home state

24 of the out-of-state bank are reciprocal with respect to a state bank establishing a

25 branch in that state.

Nsee T 5 -l 2\\}
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(c) The out-of-state bank complies with the notice requirements under sub. (4).

(3) Recrprocrty. (a) The division shall periodically publish a list of states that
the division has found have laws that are reciprocal for purposes of sub. (2) (b). An
out-of-state bank with a home state for which the division has made no such
determination may request, on a form prescribed by the division, that the division
make a determination regarding the home state.

(b) The division shall make determinations under par. (a) in writing. The
division may not determine that the lawé of a state are reciprocal under par. (a)
unless the division finds that the laws of that state allow a state bank to establish
a branch in the state under terms and conditions that are substantially similar to the
terms and conditions under this section. In making such a finding, the division shall
consider, at a minimum, whether the laws of that state discriminate in any way
against a state bank and whether the laws of that state impose regulatory burdens
that are substantially more restrictive than the requirements under this section that
apply to an out-of—state bank seeking to establish a branch in this state.

(4) Norice. (a) Except as provided in par. (b), an out—of-state bank may not
establish a branch in this state without providing prior notice to the division. The
division shall promulgate rules specifying the requirements and procedures for
making such notice. The rules shall allow an out—of-state bank to provide notice by
submitting to the division a copy of any notice or application regarding the proposed
branch that the out-of-state bank submits to the regulatory authority of its home
state or the appropriate federal regulatory authority.

(b) If an out—of-state bank establishes a branch in this state pursuant to this
section, the out-of-state bank is not required to provide notice for any subsequent

branches established in this state.
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(5) ADDITIONAL BRANCHING AUTHORITY. An out—of-state bank that establishes
a branch in this state pursuant to this section may establish additional branches in
this state to the same extent Vgs a state bank.

SEcCTION 9. 227.01 (13) (zw) of the statutes is created to read:

227.01 (13) (zw) Determines whether a state law is reciprocal under s.
221.0901 (8) (e) 2. or 221.0904 (3) (b).

(END)
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INSERT 5-12:
SECTION 1. 221.0903 (1) (a) of the statutes is renumbered 221.0903 (1) (ar).

v
SECTION 2. 221.0903 (1) (ag) of the statutes is created to read:

221.0903 (1) (ag) “Bank” has the meaning given in 12 USC 1841 (c).
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Sen. Stepp:

This bill reverts to the “/2” version of the bill, except that it excludes the language
regarding industrial loan companies and banks.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.state.wi.us
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Sen. Stepp:

This bill reverts to the “/2” version of the bill, except that it excludes the language
regarding industrial loan companies and banks.

Mark D. Kunkel

Senior Legislative Attorney

Phone: (608) 266-0131

E-mail: mark.kunkel@legis.state.wi.us



Emery, Lynn

From: Risch, Jay

Sent: Monday, January 30, 2006 2:34 PM

To: LRB.Legal

Subject: Draft Review: LRB 05-2939/4 Topic: Branches of out-of-state banks

Please Jacket LRB 05-2939/4 for the SENATE.



