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Does the requirenent of forfeiture of position by a director or
of ficer who beconmes indebted to the bank on charged-off debt
pursuant to K. S. A 9-1114 and 9-1 11 5, also require forfeiture if
the debt is forgiven by the bank?

K.S.A 9-1114 and 9-1115 provides a director or an officer "... who
shal | becone indebted to such bank or trust conpany on any judgnent
or charged off indebtedness shall forfeit such person's position..."

This requirement clearly requires an officer's or director's renoval
from any managenent role with a bank to which they have failed to
repay an obligation. This provision is designed to protect against
voluntary non-collection of insider loans, to preserve the
credibility and integrity of bank managenent, and to maintain the
bank's effectiveness in requiring its custoners to neet their
obligations to the bank.

Additional ly, the directors and the president of a bank are required
to be stockhol ders of the bank and therefore, at sone point, may be
relied upon to supply additional capital for the maintenance of the
institution's viability. Inherent in this requirement is the
state's interest in assuring that bank nanagenent possess the
wherewi thal to nmeet their financial obligations.

The |anguage of the statutes do not specifically address the
ci rcunst ance where the judgnment or debt of the director of officer
is elimnated by virtue of the bank's voluntary forgiveness of the
obl i gati on. However, with the above-nentioned concerns and the
underlying rationale for requiring resignation in mnd, it would
directly conflict with the objectives of the statutes to allow
voluntary forgiveness to relieve the officer or director of the
resi gnati on requiremnent.

Based upon this conclusion, voluntary elimnation of a judgnment or
debt by the institution is not grounds for avoidance of the
resignation requirenments of K S.A 9-1114 and 9-1115.



