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CBCT Deposit Function Ruled lllegal

A federal district judge in Denver
ruled Thursday that a remote
electronic teller terminal operated
by the First National Bank of Fort
Collins is illegal because it violates
provisions of the National Banking
Act and a state law against branch
banking.

U.S. District Judge Richard P.
Matsch also held that an “inter-
pretive ruling” by U.S. Comptrol-
ler of the Currency James E. Smith
permitting national banks to install
such terminals without reference to
state banking laws is invalid.

Details of the decision were
reported in the Rocky Mountain
News, Denver.

Specifically, the judge held that
the customer-bank communications
terminal (CBCT) installed by the
First National of Fort Collins three
miles from its main bank violates
the McFadden Act because it
accepts customer deposits.

The machine, a 24-hour Docutel
drive-up teller terminal located at a
bank loan office in a shopping
center, also transfers funds be-
tween customers’ checking and
savings accounts, dispenses pack-
ets of either $25 or $50 in cash as
advances against an established
line of credit and accepts loan
payments.

It is operated with a plastic bank
card and cash advances can be
obtained with a Master Charge
card.

Judge Matsch’s decision cited
provisions of the National Banking
Act (also called the McFadden Act)
which classify a branch bank as
“any branch bank, branch office,
branch agency, additional office or
any branch place of business...at
which deposits are received, or
checks paid, or money lent.”

He ruled that while the machine
does accept deposits, it doesn't
make loans or cash checks in the
legally accepted sense of those
terms. But the fact that it does
accept deposits was enough to
classify it as a branch bank, the
judge held.

The National Banking Act gives
state banking regulatory agencies
jurisdiction over branches, includ-
ing those of nationally chartered
banks, and Colorado law provides
that branch banking is illegal.
Commercial banks in the state can
operate one limited-service detach-
ed facility—usually a drive-up
teller station—within 3,000 feet of
the main bank.

The First National of Fort
Collins installed the CBCT in
February under an “interpretive
ruling” issued by Comptroller
Smith last December. That ruling
held, in essence, that CBCTs
weren't branch banks and thus
didn’t fall within the jurisdiction of
state bank regulatory officials.

In April the State Banking
Board in a 7-to-0 decision held that
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the terminal did violate Colorado’s
law against branch banks and a
portion of that law which sets the
distance limit on detached facili-
ties. The Colorado attorney gener-
al’s office brought suit against the
Fort Collins Bank and the
comptroller.

Judge Matsch’s decision noted
that the remote teller records the
transactions made by customers on
printed transaction forms, and that
these forms are collected by the
bank from the machine at the
beginning of the business day and
taken to main bank for verification
and posting.

He noted that the United States
Supreme Court had rejected in a
1969 case the argument that a
deposit wasn’'t technically made
with a bank until it had been taken
to the main bank office and
verified.

“Because | can see no functional
difference between the way in which
a customer makes a deposit in this
(the Fort Collins) machine and the
stationary receptacle for deposits
which was the subject of the
decision in (the 1969 case), | am
compelled to conclude that it is (a
place where deposits are received),”
Matsch said.

“Accordingly, to the extent that
it performs the function of receiving
deposits, this machine constitutes a
branch bank under (federal law).
Because the bank already has a
CBCT RULED ILLEGAL..........
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lowa News

The lowa Bankers Association
will conduct five regional seminars
this month on the Direct Deposit
Social Security program which will
begin in August.

The June meetings will be as
follows:

16th-Waterloo, Ramada Inn.

17th--Ottumwa, Indian Hills
Community College.

18th--Des Moines, Rolling Prai-
rie Inn.

19th--Red Oak, Holiday Inn.

20th--Storm Lake, Buena Vista
College.

All seminars will run from 9:30
a.m. to 3:00 p.m.

CARROLL: William A. Vonnahme
has been named instalment loan
officer of the Carroll County State
Bank, according to Joe H.
Gronstal, bank president. He
formerly was operations manager
with Postal Finance Company in
Omaha, Nebr.

DES MOINES: Registrations are
now being accepted for the lowa
Bankers Association Instalment
Lending School to be held at Drake
University in Des Moines, August
17-22. Seventy students will be
accepted. The fee of $170 covers
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room, tuition and all other expenses
related to the week-long school.

DES MOINES: Each lowa bank
has received a ballot on which
names are to be entered for the
offices of vice president (president-
elect) and treasurer of the lowa
Bankers Association. Each bank
may nominate one person for each
office. Ballots must be returned to
the IBA office in Des Moines by
June 21.

DES MOINES: The Electronic
Funds Transfer Systems bill
sponsored by the lowa Bankers
Association—Senate File 536—has
been passed by the lowa Senate by
a vote of 36 to 8 with six members
not voting. The bill has been turned
over to the House.

DES MOINES: The lowa Automa-
ted Clearing House Association has
signed 95.1% of lowa’s 624 eligible
banks. The other 42 lowa banks are
in the six southwest counties
served by Omaha and MACHA.

Nebraska News

OMAHA: The U. S. National Bank
will install five Customer Bank
Communication Terminals
(CBCTs) in Omaha stores this
summer, Senior Vice President
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Gene L. Burgen has announced.
This is the first announcement of
such installation in Omaha to be
made under the Comptroller of the
Currency’'s ruling on electronic
terminals which becomes effective
July 1. Called BancoMats, the IBM
3604 terminals will be installed at
Food City Supermarkets located at
2500 So. 120th St. and 2451 No.
90th St., and at Philips Depart-f
ment Store, 4935 So. 24th St. Each
location also will have an IBM 3610
receipt printer and IBM 3604
Model 1 for customer security code
entry. The other two locations will

be announced soon, Mr. Burgen
said. The terminals will be tied
directly to U. S. National's

computer, enabling immediate de-
posit, withdrawal, transfer of
funds. Customers are being issued
BancoCards. The one-year testing
program is to commence about
August 4. Northwestern National
Bank of Omaha, also a Banco bank,
will participate in using the
terminals since it is a national
bank. Banco’s third Omaha bank,
Center Bank, cannot tie in to the
service until Nebraska's new
enabling law for state banks
becomes effective next January 1.

Don Rainer,
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p lllinois News

CHICAGO: The board of Sears
Bank and Trust Company has
asked the shareholders to approve a
plan whereby Sears Bank will
become a wholly-owned subsidiary
of Midland Bancorp., Inc., a new
corporation organized by the
bank’s management to become a
bank holding company.

Minnesota News

The 85th annual convention of
the Minnesota Bankers Association
is underway in Duluth. A full
report with pictures will be featured
in the July issue of the Northwest-
ern Banker.

RANDALL: Bruce Eckblad is the
new president of the Randall State
Bank. He formerly was vice
president and manager of the
Faribault National Bank.

} South Dakota News

BELVIDERE: New officers at the
Belvidere State Bank are: L. A.
Pier, chairman; J. E. Pier,
president and J. C. Leutenegger,
vice president and cashier. The
changes are necessary due to the
resignation of L. A. Pier as
president.

Colorado News

DENVER: Steve Sheridan has
been elected an assistant vice
president of Security National
Bank.

CBCT RULED ILLEGAL...........
[Continued from page 1]
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limit of a permitted detached
facility, the machine is not
authorized by Colorado law,” the
decision added.

The First National of Fort
Collins currently operates an
electronic teller device on the
premises of its main bank and has
one detached facility nearby.

The judge went on to say that
while there is an “obvious
similarity” between the use of the
machine to obtain a cash advance
and the cashing of a check made out
to the customer himself, the
“sameness” is not “controlling.”

“To instruct the bank by
depressing the keys on this Docutel
machine is not the writing of an
order for the bank to pay upon
demand,” the judge said. “It is
comparable to the wire transfer of
funds by commercial customers,
and that is not considered to be the
payment of a check.”

Banking fora

MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION

The judge also concluded that
the machine doesn’t lend money
when it makes a cash advance.
“There is no apparent functional
difference between this use of a
bank credit card and the use of such
a card to obtain cash, services or
products from a retail trader who
accepts such cards,” the judge
said.

Noting that his decision was
based on a “literal” application of
the McFadden Act, Matsch said
the comptroller's interpretive
ruling permitting the machine to
receive deposits “is erroneous and
the permission given to the
defendant bank to make use of the
machine is invalid.”

At the same time, the judge said
the comptroller’s ruling applied to
the machine’s other functions is
valid since none of those other
functions would make it a branch
bank.

brighter future.

For straight talk on corre- A u
spondent banking talk with

Homer Jensen at CCB. We do

your kind of banking.
_ Jrmmrmn

ajjHj
CAPITALCITY BAAK

Des Moines- second largest independent bank. Main Bank East Fifth and Locust 50309 515/244-5111

Get to know our

Correspondent Bankers.

‘it

Get to know: (left to right) Leon Winters,
Harold Kinney, Bill MacMillan, Bill Fleming and
Norm Burkepile. And let them get to know you.
Then, when you need help with any of our
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united missouri bank of kansas city, n.a.

FOR SALE
Three window teller line. Modern design
with light oak finish. Contact Springfield
State Bank, Springfield, Nebr. 68059,
402/253-2222.

WE HAVE A FEW HUNDRED $14.95
TAYLOR Wall Barometers, gift-boxed.
Will sell for $7.65 in lots of 50 or more.
Perfect for Xmas, for Correspondent
Department work, etc. Absolute mini-
mum 1dozen, at $9.95, check with order.
When they’re gone, they're gone. BOB
TUCKER ASSOCIATES, Box 1222, Pt.
Arthur, Tx. 77640.

Christy Leo Bob
Armstrong Kane Scott

aVE HAVE WHAT YOU WANT
in a correspondent bank’

American Trust
and Savings Bank

9TH AND MAIN, DUBUQUE, IOWA
MEMBER FDIC-FRS

Telephone 816-221-6800

POSITION AVAILABLE

Vice President experienced and qualified
to manage $12MM bank in southwestern
Minnesota. Send resume and salary
requirements to Box RNC, c/o0 NORTH-
WESTERN BANKER, 30615th St., Des
Moines, lowa 50309.

POSITION AVAILABLE

Operations officer with experience in
operations and lending, as well as an
insurance license in all lines. Opportun-
ity for advancement. Send resume and
salary requirements to Box DOO, c/o
NORTHWESTERN BANKER, 306 15th
St., Des Moines, lowa 50309.

POSITION WANTED

Single, 29 yr. old man, with 2 years of
country banking experience desires to
be considered for a banking position.
Primarily interested in correspondent
banking or working in an ag related,
farmer-orientated bank. College degree
in business and have had insurance
experience. Also, have had professional
experience in public relations work with
the public, special program and event
planning and carryout, informal educa-
tional programs, etc. Desire most from a
job, intensive training and the opportun-
ity for advancement. Will send resume
upon request. Write Box SRN, c/o
NORTHWESTERN BANKER, 306 15th
St., Des Moines, lowa 50309.

POSITION AVAILABLE

Midwest bank of $100MM has immediate
opening for correspondent bank repre-
sentative. Salary negotiable, good
benefits, excellent opportunity for
advancement. Send resume in confi-
dence to Box SPS, c/o NORTHWEST-
ERN BANKER, 306 15th St., Des
Moines, lowa 50309.

POSITION AVAILABLE

Officer trainee position in $16MM
eastern lowa bank. Some installment
lending experience preferred. Please
send resume and salary requirements to

Box ROK, c/o NORTHWESTERN
BANKER, 306 15th St., Des Moines,
lowa 503009.

BANKERS WANTED

TRUST—Investment officer. Ill. 4-8yrs exper
in bank Trust investments . . .
COM'L LN—sSeveral spots in la.. Nebr . Ks .

Mo. Some as high as $25.000
PRES. —For new charter in Kansas........ $20.000
CASHIER—$35MM bank in metro K.C. area

10 yrs. experience required.................
INST. LN—Mo. metro and small bank in

$18.00(*

$18.000

INSURANCE—Bank agency—must have bank

agency experience
Several other Jr. & Sr. positions open. Many clerical
(tellers, proof operators, secretaries) for people
moving to Kansas City area. REMEMBER:

“IT TAKES A BANKER TO KNOW ONE”

Tom Hagan & Associates

Box 12346 N.K.C., Mo. 64116
(816) 474-6874

EQUIPMENT LEASING

Let us explain the Bankers Participating LeasePlan. High-yield for you

we take the risk!
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Correspondent Bank Department

Central National Bank & Trust Company

AT SIXTH AVENUE. DRIVE-IN MOTOR BANK AT FIl

MAIN BANK LOCUST FTH & GRAND
FULL SERVICE OFFICE AT 35TH & INGERSOLL. DES MOINES. PHONE 243-8181. MEMBER FDIC.
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