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BY THE RULES COMMITTEE IN T H E SENATE BY REQUEST OP THE GOVERNOR
SEN A TE B I L L  NO. 3 0 5

IN  TH E L E G IS L A T U R E  OP TH E S T A T E  O F ALASKA  

F IF T H  L E G IS L A T U R E  -  SECOND S E S S IO N  

A B I L L

F o r  a n  A c t  e n t i t l e d :  "An A c t  a m e n d in g  t h e  A la s k a  B a n k in g  C o d e ."

B E  I T  EN ACTED  BY TH E L E G IS L A T U R E  O F T H E  S T A T E  O F A LA SK A :

*  S e c t i o n  1 .  AS 0 6 .0 5 .0 1 5 ( 3 )  i s  am ended  t o  r e a d :

( 3 )  c h a r g e  o f f  t h e  w h o le  o r  p a r t  of an a s se t which has not 
b e e n  [A T  TH E T IM E  OF THE D EP A R TM EN T'S  A CTIO N  COULD NOT] law fu lly  [BE] 
a c q u i r e d ;

*  D e c .  2 .  AS 0 6 .0 5 .0 1 5  i s  am en d ed  by a d d in g  a  new paragraph to  read:
( 1 0 )  c h a r g e  o f f  t h a t  p o r t i o n  o f  a n  asse t c la s s i f ie d  as lo ss

I n  t h e  F D IC  R e p o r t  o f  E x a m in a t io n  o r  t h e  S ta te  Report o f Examination.
*  S e c .  3 .  AS 0 6 .0 5 .0 4 5  i s  am en d ed  t o  r e a d :

S e c .  0 6 . 0 5 . 0 4 5 .  BANK R EP O R T S  TO TH E DEPARTMENT, (a) Every 
s t a t e  b an k  sh a ll m ake a t  l e a r t  f o u r  r e p o r t s  each year to  the 
d e p a rtm e n t  on days d e s ig n a t e d  by i t ,  and on forms p resc ribed  by i t .  
T i.e  re ro r t s h a ll be v e rif ied  [IN THE CASE OP CORPORATIONS] by an oath 
p f the p re s id en t, vice p re s id e n t , or c a sh ie r and by a t  le a s t  th re e  
TT-tO ] d ire c to r s ; [AND IN CASE OP A PARTNERSHIP OR INDIVIDUAL, BY ONE 
OF THE PARTNERS OR OWNERS OP THE BANK, AND A CASHIER,] c e r t i fy in g  and 
s ibncriblng under oath th a t th ey  and each o f them have personal know- 
1« i,*<? c f th e facto  e ta tcd  In th e  repo rt and th a t th e  fa c ts  a re t ru e . 
T* e reporta s h a ll eah ib it In d e ta i l  and under app rop ria te  heads the 
resources and l i a b i l i t i e s  o f  th e  bank, and sh a ll be tran sm itted  o r 
mailed to  th e  department w ith in  10 daya o f the re c e ip t o f th e  request 
from i t .

(fc) The department may requ ire  sp e c ia l rep o r ts  from a bank 
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whenever In I t s  judgment they are necessary in  order to  ob tain  a f u l l  
knowledge of I t s  cond itio n . I

(c ) Each s ta te  bank sh a ll make a t le a s t  one repo rt of Income j
and dividends to  th e  department each year. The repo rt s h a l l  be I
subm itted to the department w ith in 30 days follow ing the end o f the
ca lendar year covered in  the re p o r t.
S e c .  l». AS 0 6 .0 5 .1 7 5  i s  r e p e a l e d .

S e c .  5 .  AS 0 6 .0 5 .2 0 0  l s  r e p e a le d  a n d  r e - e n a c t e d  t o  r e a d :

S e c .  0 6 .0 5 .2 0 0 .  R E S E R V E S  A G A IN S T  D E P O S IT S , ( a )  E a c h  c o m m e r c ia l  

b a n k  w h ic h  i s  n o t  a  m em ber o f  t h e  F e d e r a l  R e s e r v e  S y s t e m  s h a l l  m a in t a in  

t o t a l  r e s e r v e s  e q u a l  t o  t h e  f o l l o w i n g  p e r c e n t a g e s  o f  t h e  a g g r e g a t e  

a m o u n t o f  i t s  d e p o s i t s ,  e x c l u s i v e  o f  d e p o s i t s  o f  t h e  U n it e d  S t a t e s ,  

t h e  S t a t e  o f  A l a s k a ,  b o ro u g h  a n d  m u n ic ip a l  g o v e rn m e n ts  a n d  o t h e r  

d e p o s i t s  o f  p u b l i c  m o n ie s  w h ic h  a r e  s e c u r e d  a s  r e q u i r e d  b y  la w

( b )  Only v au lt c a s h  an d  t h e  am o unt d u e  fro m  good and so lven t 
banks lo c a t e d  in  t h e  s t a t e ,  o r  w i t h i n  t h e  U n it e d  S t a t e s  may be used 
in  computing the r e s e r v e s  r e q u i r e d  u n d e r  ( a )  o f  th is  sec tion  and the 
computation s h a l l  b e  made on t h e  b a s i s  o f  a v e r a g e  da lly  net deposit 
balances covering bi-weekly p e r i o d s .

( c )  A d a lly  r e c o r d  o f  t h e  r e q u i r e d  r e s e r v e s  sh a ll be maintained 
on a form p resc ribed  by t h e  d e p a r t m e n t  r e f l e c t i n g  the cu rren t reserve 
cond ition  of th e  bank. The re p o r t s h a ll be sub ject to  th e examination 
o f  th e department o r o ther duly appointed examiners. The department 
may from time to  time requ ire th e  bank to  submit i t s  repo rt o f 
re se rv e  cond ition fo r  purposes o f exam ination.

(d) I f  th e  rese rves o f a commercial bank f a l l  below th e  amount 
requ ired  to  be maintained by th i s  s e c tio n , the bank may not make any

( 1 )  20% o f  i t s  dem and d e p o s i t s ;  an d

( 2 )  8JC o f  i t s  t im e  d e p o s i t s .
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new lo a n s  o r  o t h e r  in v e s t m e n t s  n o r  p a y  a n y  d iv id e n d s  u n t i l  i t s  

r e s e r v e s  h a v e  been r e s t o r e d  t o  t h e  am ount r e q u i r e d  u n d e r  t h i s  s e c t i o n .

*  S e c .  6 .  AS 0 6 .0 5 .2 0 5 ( a )  i s  am ended t o  r e a d :

( a )  I f  [ I T  I S  UNLAWFUL FO R ] an  o f f i c e r  o r  e m p lo y e e  o f  a  b a n k  

lo a n s  [TO LOAN] fu n d s  o f  t h e  b a n k  i n  an  am ount e x c e e d in g  $ 5 ,0 0 0  t o  a  

[ANY ONE] p e r s o n  he m u st so  n o t i f y  [WITHOUT O BTA IN IN G  THE APPROVAL 

FROM] t h e  b o a rd  o r  d i r e c t o r s  o f  t h e  b a n k  [ ,  OR FROM A COMMITTEE O F TH E  

BOARD C O N SISTIN G  OF NOT L E S S  THAN TH REE MEMBERS OF TH E BOARD].

*  S e c .  7 .  AS 0 6 .0 5 .2 0 5 ( b )  i s  am ended t o  r e a d :

(b )  I t  i s  u n la w f u l  f o r  an o f f i c e r  o r  e m p lo y e e  o f  a  [A N Y] s t a t e

bank to  lo a n  funds o f  t h e  b an k  t o  a  [ANY ONE] p e r s o n  in  a  sum e x c e e d ­

in g  15 [ 3 5 ]  p e r  c e n t  o f  i t s  co m b in ed  c a p i t a l  s t o c k x  [AND] s u r p l u s ,  

and u n d iv id e d  p r o f i t s .  U n e a rn e d  In co m e may n o t b e  In c lu d e d  I n  

d e t e r m in in g  th e  am ount a  b an k  may lo a n  u n d e r  t h i s  s u b s e c t io n .  In 
[ I N ]  th e  c a s e  o f  a c o r p o r a t i o n  t h e  t o t a l  o f  any  sum lo a n e d  d i r e c t l y  

to  th e  c o r p o r a t i o n ,  a n d  o f  a n y  sum lo a n e d  i n  s u c h  m an n er o r  t o  such 
p e rs o n  t h a t  th e  c a p i t a l  s t o c k  o f  t h e  c o r p o r a t io n  i s  r e c e iv e d  by t h e  

bank a s  c o l l a t e r a l  s e c u r i t y  f o r  s u c h  lo a n  o r  l o a n s ,  s h a l l  n e v e r  e x c e e d  

15 [ 3 5 ]  p e r  c e n t  o f  t h e  co m b in ed  c a p l t a l x  [AND] s u r p lu s  and u n d iv id e d  

p r o f i t s  o f  th e  b a n k . T h e  d is c o u n t  o f  b i l l s  o f  e x c h a n g e  d raw n  In good 
f a i t h  a g a in s t  a c t u a l  e x i s t i n g  v a l u e s ,  o r  lo a n s  u p o n  g o ld ,  g o ld  d u s t , 
b u l l i o n ,  c a n n e r y  p r o d u c t s ,  o r  o t h e r  p ro d u c e  I n  t r a n s i t ,  o r  upon ware­
h o u se  r e c e i p t s  a s  c o l l a t e r a l  s e c u r i t y ,  and  t h e  d is c o u n t  o f  commercial 
o r  b u s in e s s  p a p e r  a c t u a l l y  owned b y  a  p e r s o n  n e g o t i a t i n g  t h e  same, are 
n o t  c o n s id e r e d  ae m oney b o r ro w e d .

* Sec. 8. AS 06.05.205(d) is  amended to  read:
(d) A bank may not aoeept i t s  c ap ita l stock as security  fo r  a

lo a n  unless i t  ls  necessary to  prevent loss upon an Indebtedness 
previously contracted In aood f a i th .
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• Seo. 9. AS 06.05.205 le  amended by adding new subsections to  read :
(e) Obligations o f a person, copartnersh ip , a sso c ia tio n  o r 

corporation in  the form of notes payable on demand s h a l l  be supported 
by a current fin an c ia l statement and the p rin c ip a l amounts o f such 
demand notes s h a ll be reduced a t le a s t annually unlesa the notes are 
fu lly  secured a t a l l  times by marketable c o lla te ra l o r th e re  ex is ts
a  s p e c i f i c  a n d  e v id e n t  m eans o f  r e p a y m e n t .

( f )  T h e  p r o v i s io n s  o f  ( b )  o f  t h i s  s e c t io n  do n o t  a p p ly  t o  a  lo a n  

made b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t  i f  t h e  l o a n  l s  r e d u c e d  a n d  

p a id  a c c o r d in g  t o  i t s  t e r m s  w it h o u t  b e n e f i t  o f  e x t e n s i o n  an d  n o  o t h e r  

lo a n  i s  made t o  t h e  p e r s o n  u n t i l  t h e  am ount o f  t h e  p r o p o s e d  lo a n  a n d  

t h e  am ount o f  a l l  lo a n s  o u t s t a n d in g  t o  t h e  p e r s o n  f r o m  t h e  b a n k  i n  

q u e s t io n  do  n o t  e x c e e d  t h e  l i m i t  s p e c i f i e d  i n  ( b )  o f  t h i s  s e c t i o n .

*  S e c .  1 0 . AS 0 6 .0 5  i s  am ended b y  a d d in g  a  new s e c t i o n  t o  r e a d :

S e c .  0 6 .0 5 .2 0 7 .  REAL ESTATE LOANS, ( a )  A b a n k  m a y , s u b j e c t  t o  

t h e  r e q u ir e m e n t s  o f  t h i s  c h a p t e r ,  m ake o r  a c q u i r e  a  lo a n  s e c u r e d  b y  a  

l i e n  on r e a l  e s t a t e  i f

( 1 )  t h e  am ount o f  t h e  lo a n  d o e s  n o t e x c e e d  5 0 J  o f  t h e  

a p p r a is e d  v a l u e  o f  t h e  r e a l  e s t a t e  o f f e r e d  a s  s e c u r i t y  an d  t h e  t e r m  o f  

t h e  lo a n  d o e s  n o t  e x c e e d  5 y e a r s ;

( 2 )  the amount of the lo a n  d o e s  n o t exceed 66 2 / 3 %  of the 
appraised value of the re a l e s ta te  offered a s  s e c u r i ty , the term of 
the loan does not exceed 10 y ea rs , and the loan l s  secured by an 
amortized mortgage, deed of t r u s t ,  or o ther such Instrument under the 
terms of which the insta llm ent payments are s u f f ic ie n t to  amortise U0f 
or more o f the p rin c ip a l o f the loan w ithin a period  o f 10 years o r 
le s s ;

(3) the amount of the loan does not exceed 66 2/31 o f the 
appraised value o f the re a l e s ta te  offered as s e c u r i ty , the term o f thi
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lo a n  d o e s n o t  e x c e e d  20 y e a r s ,  an d  t h e  lo a n  l s  s e c u r e d  b y  a n  a m o r t i z e d  

m o rtg a g e , d e e d  o f  t r u s t ,  o r  o t h e r  s u c h  In s t r u m e n t  u n d e r  t h e  t e r m s  o f  

w h ic h  t h e  i n s t a l l m e n t  p a y m e n ts  a r e  s u f f i c i e n t  t o  a m o r t i z e  t h e  e n t i r e  

p r i n c i p a l  o f  t h e  lo a n  w i t h i n  a  p e r io d  o f  20 y e a r s  o r  l e s s ;

( 4 )  t h e  am ount o f  t h e  lo a n  d o e s  n o t  e x c e e d  80X  o f  t h e  

a p p r a is e d  v a l u e  o f  t h e  r e a l  e s t a t e  o f f e r e d  a s  s e c u r i t y ,  t h e  t e r m  o f  

t h e  lo a n  d o e s  n o t  e x c e e d  25  y e a r s ,  an d  t h e  lo a n  i s  s e c u r e d  b y  a n  

a m o r t iz e d  m o r t g a g e ,  d eed  o f  t r u s t ,  o r  o t h e r  s u c h  in s t r u m e n t s  u n d e r  t h e  

te r m s  o f  w h ic h  t h e  i n s t a l l m e n t  p a y m e n ts  a r e  s u f f i c i e n t  t o  a m o r t i z e  

t h e  e n t i r e  p r i n c i p a l  o f  t h e  lo a n  w i t h i n  t h e  p e r io d  e n d in g  o n  t h e  d a t e  

o f  i t s  m a t u r i t y .

( b )  T h e  p r o v i s i o n s  o f  ( a )  o f  t h i s  s e c t i o n  d o  n o t  a p p ly  t o  r e a l  

e s t a t e  lo a n s  w h ic h  a r e  in s u r e d  u n d e r  t h e  p r o v i s i o n s  o f  t h e  N a t i o n a l  

H o u s in g  A c t .

( c )  E a c h  r e a l  e s t a t e  lo a n  s h a l l  be s e c u r e d  b y  a  f i r s t  l i e n  o n  

im p ro v e d  r e a l  e s t a t e .  F o r  t h e  p u r p o s e  o f  t h i s  s e c t i o n  Im p ro v e d  r e a l  

e s t a t e  I n c lu d e s  Im p ro v e d  fa rm  la n d  w h ic h  i s  u s e f u l  f o r  a g r i c u l t u r a l  

p u rp o s e s  w it h o u t  f u r t h e r  s u b s t a n t i a l  Im p r o v e m e n t s ,  im p ro v e d  business 
and  r e s i d e n t i a l  p r o p e r t y  w h e re  s u b s t a n t i a l  an d  p e r m a n e n t  Improvements 
h a v e  b e e n  c o n s t r u c t e d  o r  d e v e lo p e d  o r  w hen t h e  v a l u e  haa been enhanced 
by s u c h  Im p ro v e m e n ts  in  l t o  im m e d ia te  v i c i n i t y ;

(d) Aa conditions precedent to  making a r e a l  e s ta te  loan
(1) th e value o f the re a l e s ta te  s h a l l  be determ ined by an 

employee o f the bank or o th e r persons who are fas&l&ar w ith re a l 
e s ta te  values In the v ic in i ty  where th e re a l e s t a t e  l s  lo o a ted , and a 
w ritten repo rt o f  the app ra isa l preserved In th e reoords o f th e bank; 
and

(2) Insurance ag a in st lo ss  from f i r e  on a l l  bu lld lnge on 
the re a l e s ta te  which are  Included In  th e app ra ised  value ah a ll be
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acquired by the borrower or the bank and sh a ll not be allowed to  
la p se .

(e ) The p rov ision s of (a) -  (d) o f th i s  section  do not apply 
to a home improvement loan I f  the proceeds o f the loan are used to  
improve the c o l la te r a l  o f the loan.

•  S e c .  1 1 .  AS 0 6 .0 5 .2 1 0  i s  r e p e a le d  a n d  r e - e n a c t e d  t o  r e a d ;

S e c .  0 6 .0 5 .2 1 0 .  LOANS TO O F F IC E R S  AND EM P LO Y EES , ( a )  A b a n k  

m ay n o t  m ake a  lo a n  t o  a  s a l a r i e d  o f f i c e r  o r  e m p lo y e e  o f  t h e  b a n k  o r  

a c q u i r e  a n  a g re e m e n t  f o r  t h e  p aym en t o f  m oney on w h ic h  h e  i s  l i a b l e  

i n  a n  am ount i n  e x c e s s  o f  $ 5 ,0 0 0  e x c l u s i v e  o f  i n t e r e s t  a n d  c h a r g e s ,  

u n l e s s  t h e  lo a n  l s

( 1 )  s e c u r e d  b y  d e p o s i t s  i n  a  f i n a n c i a l  i n s t i t u t i o n  o r  c a s h  

s u r r e n d e r  v a l u e  o f  l i f e  in s u r a n c e  i n  a n  am ount e q u a l  t o ,  o r  b y  m a r k e t ­

a b le  s e c u r i t i e s  w i t h  a  v a lu e  o f ,  a t  l e a s t  2 0 *  m ore th a n  t h e  am o u n t o f  

t h e  lo a n  o r  a g re e m e n t  f o r  t h e  p aym ent o f  m o n e y ;

( 2 )  s e c u r e d  by a  f i r s t  m o rtg a g e  on t h e  home of t h e  o f f ic e r  
o r e m p lo y e e ;

( 3 )  in s u r e d  by t h e  P u b l i c  H o u s in g  A u t h o r i t y  or o th e r 
s im ila r  p u b l i c  a g e n c y ;  o r

(i») d o e s  n o t  e x c e e d  $ 1 0 ,0 0 0  an d  i s  f o r  t h e  purpose o f 
fin anc ing  t h e  e d u c a t io n  o f  t h e  o f f i c e r  o r  e m p lo y e e 's  ch ild re n .

(b) Each loan under ( a )  o f  t h i s  sec tion  sh a ll be promptly 
repo rted  to the board o f  d ire c to rs  o f  the bank and th e i r  approval or 
d isapproval reported in the minutes o f the board.

(c) An o f f ic e r  o r employee o f th e s ta te  bank who v io la te s  th i s  
se c tio n  l s  g u ilty  o f a misdemeanor and upon conviction l s  punishable 
by a fine o f not more than $5,000 or by imprisonment fo r not more 
than  one yea r, o r both.

* See. 12. AS 06.05.305(a) is  amended to  read:
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( a )  I t  l s  u n la w f u l  f o r  a n y  c o r p o r a t io n  [ ,  FO R EIG N  OR D O M ESTIC ,

OR ANY PA RTN ERSH IP  OR IN D IV ID U A L ] t o  comm ence and o p e r a t e  [TRA N SA CT] 

a b a n k in g  b u s in e s s  I n  t h e  s t a t e  u n le s s  [ ,  IN  THE CA SE OF A CORPORATION] 

t h e  c o r p o r a t io n  h a s  a  p a id - u p  c a p i t a l  o f  a t  l e a s t  $ 1 0 0 .0 0 0  an d  a  p a i d -  

up s u r p lu s  e q u a l  t o  20 p e r  c e n t  o f  p a id - u p  c a p i t a l  [$50,000 IN  LAW FUL  

MONEY OF TH E U N ITED  S T A T E S , OR IN  THE CA SE OF A PARTN ERSH IP OR 

IN D IV ID U A L , U N LESS THE PARTN ERSH IP  OR IN D IV ID U A L  HAS IN V EST ED  IN  TH E  

BANKING B U S IN E S S  THE SUM OF $50,000 LAWFUL MONEY OF THE UN ITED  S T A T E S ] , |

*  S e c .  1 3 .  AS 0 6 .0 5 .3 0 5 ( b )  l s  am ended t o  r e a d :

( b )  Any b a n k  w h ic h  e n g a g e d  I n  b u s in e s s  b e f o r e  J a n u a r y  1 .  1 9 6 8 .  

[MARCH 26, 1951] and w h ic h  d o e s  n o t  h a v e  a  p a id - u p  c a p i t a l  o f  a t  l e a s t  

$ 1 0 0 ,0 0 0  [ $ 5 0 ,0 0 0 ]  d o e s  n o t  v i o l a t e  t h i s  c h a p t e r  I f  I t  a c q u ir e s  

[A C Q U IR ED ] a  p a i d - i n  c a p i t a l  o f  n o t l e s s  t h a n  $100.000 [$50,000] not 
l a t e r  th a n  J a n u a r y  1. 1971 [MARCH 26, 1956].

*  S e c .  1 4 . AS 0 6 .0 5  I s  am ended by a d d in g  a  new s e c t i o n  t o  subchapter 1 

t o  r e a d :

Sec. 0 6 . 0 5 . 327 . CHANGE IN OUTVOTING STOCK. I f  a change occurs 
or ls  about to  occur I n  the outstanding voting stock o f a s ta te  bank 
which w ill re su lt In  a change In the con tro l of the bank or i f  any 
sa les or tran s fe rs  by or to a person, corporation or other leg a l e n t l t j  
of the aggregate of 10 per cent or more o f the voting stock o f a 
s ta te  bank l s  about to  be consummated, th e president or other o h le f 
executive o f f ic e r  of the bank Immediately upon obtaining knowledge of 
the change in  the con tro l o f the bank o r the contemplated or con- 
summated sa le  or tra n s fe r o f stock, sh a ll report these fac ts to  the 
department.

* See. 15. AS 06.05.345(a)(5) l s  amended to  read:
(5) the number o f d ire c to rs , which may not (SHALL] be le s s  

than fiv e  nor aore than 25 [THREE OR MORE].
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1 • S e c .,16. AS 06.05.430(a) l a  amended to  read:
(a) R e g u la r  m e e t in g s  o f  s t o c k h o ld e r s  s h a l l  be held annually 

[ON THE SECOND TUESDAY OF J U L Y  IN  EACH YEA R  AND A T  A D D IT IO N A L T IM E S ]  

a s  t h e  b y la w s  d i r e c t ,  a t  t h e  p la c e  d e s ig n a t e d  b y  t h e  b y la w s .  A t  a  

s p e c i a l  m e e t in g  o n ly  t h a t  b u s in e s s  w h ic h  l s  s p e c i f i e d  I n  t h e  n o t i c e  

t h e r e o f  o r  w h ic h  l s  n e c e s s a r y  o r  p r o p e r  I n  c o n n e c t io n  w it h  o r  

I n c i d e n t a l  t o  t h e  b u s in e s s  s p e c i f i e d  may be t r a n s a c t e d .  T h e  h o ld e r s  

o f  a  m a jo r i t y  o f  t h e  o u t s t a n d in g  v o t in g  s h a r e s  o r  t h e i r  a u t h o r iz e d  

r e p r e s e n t a t i v e s  c o n s t i t u t e  a  quorum . I n  t h e  a b s e n c e  o f  a  quorum  a  

m e e t in g  may b e  a d jo u r n e d  f ro m  t im e  t o  t im e  w i t h o u t  n o t i c e  t o  t h e  

s t o c k h o ld e r s .

•  S e c .  1 7 . AS 0 6 .0 5 .4 3 5  I s  am ended t o  r e a d :

S e c .  0 6 .0 5 .4 3 5 .  D IR E C T O R S , ( a )  G e n e r a l  p o w e rs  o f  d i r e c t o r s .

T h e  a f f a i r s  o f  e v e r y  b a n k  In c o r p o r a t e d  u n d e r  t h i s  c h a p t e r  s h a l l  be 

m anaged by n o t  l e s s  t h a n  f i v e  [T H R E E ] d i r e c t o r s ,  o r  m ore  t h a n  2 5 .  

who s h a l l  be e l e c t e d  by t h e  s t o c k h o ld e r s  and  h o ld  o f f i c e  f o r  one y e a r  

an d  u n t i l  t h e i r  s u c c e s s o r s  a r e  e le c t e d  and h a v e  q u a l i f i e d .  A m a j o r i t y  

o f  t h e  b o a rd  o f  d i r e c t o r s  s h a l l  be b o n a  f i d e  r e s i d e n t s  o f  t h e  s t a t e  

and  a m a jo r i t y  c o n s t i t u t e s  a  quorum f o r  t h e  t r a n s a c t i o n  o f  b u s i n e s s .

( b )  E l e c t i o n  o f  d i r e c t o r s .  I n  t h e  f i r s t  i n s t a n c e  t h e  d i r e c t o r s  

s h a l l  be e l e c t e d  a t  a  m e e t in g  h e ld  b e f o r e  t h e  b a n k  i s  a u t h o r iz e d  t o  do 
b u s in e s s  by t h e  d e p a r tm e n t  and t h e r e a f t e r  a t  t h e  a n n u a l  m e e t in g  of 
t h e  s t o c k h o ld e r s  h e ld  [ON TH E SECOND TUESDAY IN  J U L Y  IN ]  e a c h  year.
I f  no e lec tion  ls  held a t th a t time, I t  may be held a t an adjourned 
meeting or a t a subsequent meeting ca lled  f o r  th a t purpose, no tice o f 
which sh a ll be given as provided In the bylaws.

(c) Q ualifica tions o f d ire c to rs . Each d ire c to r  of a bank sh a ll 
own In h is own r ig h t fre e  of any encunbranc* [BE A BONA FIDE STOCK­
HOLDER AND THE OWNER OF SHARES OF THE] c a p ita l stock o f the bank in
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an  am ount e q u a l  t o  a t  l e a s t  [P A R  VALUE O F ] $ 1 ,0 0 0  I n  p a r  v a l u e . [ I F  

TH E C A P IT A L  STO CK O F TH E BANK I S  $ 1 5 ,0 0 0 ,  I T  SH A LL  NOT B E  R EQ U IR ED  

THAT A D IR EC T O R  HOLD MORE THAN $ 50 0  WORTH O F STO CK AT P A R .]

( d )  D i r e c t o r ' s  o a t h .  E a c h  d i r e c t o r  s h a l l  t a k e  a n  o a t h  t h a t  he  

w i l l  f a i t h f u l l y  a n d  h o n e s t ly  p e r f o r m  t h e  d u t i e s  o f  h i s  o f f i c e  an d  w i l l  

n o t  v i o l a t e  o r  p e r m it  t o  be v i o l a t e d  a n y  p r o v i s i o n s  o f  t h i s  c h a p t e r *  

T h e  o a t h  s h a l l  be f i l e d  a n n u a l l y  i n  t h e  o f f i c e  o f  t h e  d e p a r t m e n t .

( e )  V a c a n c i e s .  A v a c a n c y  i n  t h e  b o a r d  o f  d i r e c t o r s  s h a l l  be  

f i l l e d  by t h e  b o a r d ,  and  t h e  d i r e c t o r s  so  a p p o in t e d  h o ld  o f f i c e  u n t i l  

t h e  n e x t  e l e c t i o n  o r  u n t i l  t h e i r  s u c c e s s o r s  a r e  e l e c t e d  a n d  h a v e  

q u a l i f i e d .

*  S e c .  1 8 .  AS 0 6 .0 5  i s  am ended b y  a d d in g  a new s e c t i o n  t o  r e a d :

S e c .  0 6 . 0 5 . ^ 3 7 .  O F F IC E R S ,  ( a )  T h e  o f f i c e r s  o f  a  b a n k  s h a l l  be 
e l e c t e d  by t h e  b o a r d  o f  d i r e c t o r s .  No o f f i c e r  may b e  e l e c t e d  f o r  a 
p e r io d  lo n g e r  t h a n  o n e  y e a r .  An o f f i c e r  may be re m o v e d  b y  t h e  board 
o f  d i r e c t o r s  a t  a n y  t im e  b u t re m o v a l 3 h a l l  n o t  p r e j u d i c e  a n y  r ig h ts  
t h a t  he may h a v e  t o  d am ag es f o r  b r e a c h  o f  c o n t r a c t  of employment.

(b) A bank s h a l l  r e p o r t  p r o m p t ly  t o  the department any changes 
among executive o f f i c e r s  and  d i r e c t o r s .  Including in  i t s  repo rt a 
statement o f th e b u s i n e s s  an d  p r o f e s s i o n a l  a f f i l i a t i o n s  o f new 
executive o f f ic e r s  an d  d i r e c t o r s .

* Sec. 19. AS 06.05 i s  amended by adding a new sec tio n  to  read:
3ee. 06.05.638. DIRECTORS, MEETINGS AND DUTIES, (a ) The board 

o f d ire c to rs  o f each bank eh a ll hold a meeting a t le a s t once every 
month to  g en e ra lly  Inv es tig a te  the a f f a i r s  o r the bank.

(b) The board o f d ire c to rs  sh a ll e le c t a se c re ta ry  who sh a ll 
keep a co rrec t reco rd  o f th e n lnutes o f each board nee t in g . The 
n lnu tes s h a ll a t a t e  the date o f each m eeting, th e  naaee o f  the 
d ire c to rs  p re sen t and the vo tes taken . The reco rd  o f  th e  n es tin g  o f  
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th e board of d lre o to rs  sha ll be subscribed to  by the p resid ing 
o f f ic e r  and the sec re ta ry . The minutes sh a ll be read and approved 
a t th e  next succeeding m e e t in g  and the minutes o f th a t meeting sh a ll
show such fa c t . I t  l s  th e  d u t y  o f  t h e  b a n k  e x a m in e r  to  examine the
m inutes of t h e  b o a r d  a t  t h e  t im e  h e  e x a m in e s  t h e  b a n k  a n d  to  Include 
In h is  r e p o r t  o f  e x a m in a t io n  a n y  f a i l u r e  o f  t h e  b a n k  t o  co m p ly  with 
t h i s  s e c t i o n .

( c )  The  b o a r d  o f  d i r e c t o r s  s h a l l  d e s ig n a t e  a t  l e a s t  one

o f f i c e r  o f  t h e  b a n k  t o  p r e p a r e  an d  s u b m it  t o  t h e  b o a rd  a t  e a c h  b o a rd

m e e t in g  a  r e p o r t  o f  th e  l o a n s ,  o v e r d r a f t s ,  a n d  In v e s t m e n t s  made b y  

t h e  b a n k  I n  t h e  p r e c e d in g  m o n th  o r  s i n c e  t h e  l a s t  r e p o r t .  The  b o a rd  

o f  d i r e c t o r s  s h a l l  e x a m in e  a n d  p a s s  upo n t h e  r e p o r t  an d  m ake I t  a  

p a r t  o f  t h e  r e c o r d  o f  th e  m e e t in g  b y  r e c o r d i n g  t h e  r e p o r t  i n  f u l l  I n  

t h e  m in u t e s .

( d )  I t  s h a l l  b e  th e  d u t y  o f  t h e  b o a r d  o f  d i r e c t o r s  t o  a p p o in t  

a n n u a l l y  am e x a m in in g  c o m m itte e  o f  no  l e s s  t h a n  t h r e e  d i r e c t o r s  o f  

w h ic h  no  m ore t h a n  one may b e  an  a c t i v e  o f f i c e r  o f  t h e  b a n k . I t  s h a l l  

b e  t h e  d u ty  o f  t h i s  c o m m itte e  t o  e x a m in e  o r  c a u s e  t o  b e  e x a m in e d  t h e  

c o n d i t i o n  o f  t h e  b a n k . A c o p y  o f  t h e  r e p o r t  s h a l l  be s u b m it t e d  t o  

t h e  d e p a r tm e n t  w i t h i n  60 d a y s  a f t e r  c o m p le t io n  o f  t h e  e x a m in a t io n .

* Sec. 2 0 .  AS 0 6 .0 5 .***4 0  i s  am ended  t o  r e a d :

Sec. 0 6 .0 5 .* 4 * 4 0 . AUTHORITY TO DECLARE DIVIDENDS. The d ire c to rs  
o f any bank tra n sa c tin g  b u s i n e s s  i n  t h e  s t a t e  may declare a dividend 
ou t o f the net p ro f i ts  a f te r  complying with secs . *4*41 .  *4*42 .  *4*43, and 
*4*45 o f th is  ch ap te r [OP THE BANK AFTER PROVIDING POR ALL LOSSES, BAD 
DEBTS, EXPENSES, INTEREST AND TAXES ACCRUED OR DUE. BEFORE ANY 
DIVIDEND IS DECLARED, NOT LESS THAN ONE-FIFTH OF THE NET PROFITS FOR 
THE PERIOD COVERED BY THE DIVIDEND SHALL BE CARRIED TO A SURPLUS 
UNTIL THE SURPLUS AMOUNTS TO 25 PER CENT OF THE CAPITAL STOCK OF
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THE BANK AND IN  CASE OP BANKS HAVING A C A P IT A L  STOCK OP L E S S  THAN 

$110,000 U N T IL  THE SURPLUS AMOUNTS TO $ 1 0 ,0 0 0 ] .

* S e c .  2 1 .  AS 06.05 I s  am ended b y  a d d in g  a  new s e c t io n  t o  r e a d :

S e c .  0 6 . 0 5 . W l .  CO N D ITIO N S PRECED EN T TO D IV ID EN D  DECLARATION  

AND PAYM ENT, ( a )  B e f o r e  a n y  bank d iv id e n d  l s  d e c l a r e d ,  o r  th e  n e t  

p r o f i t s  f o r  t h e  p e r io d  c o v e r e d  by th e  d iv id e n d  d is p o s e d  o f ,  n o t l e a s  

t h a n  o n e - f i f t h  o f  su c h  n e t  p r o f i t s  s h a l l  be c a r r i e d  t o  t h e  bank s u r ­

p lu s  fu n d  u n t i l  th e  s u r p lu s  fu n d  am o unts t o  100 p e r  c e n t  o f  th e  p a i d -  

i n  c a p i t a l  o f  t h e  b a n k .

( b )  T h e  d e p a rtm e n t may r e q u ir e  a  b a n k  to  su sp e n d  t h e  paym ent 

o f  an y  d iv id e n d s  u n t i l  a l l  r e q u ir e m e n t s  made by th e  d e p a rtm e n t  h a v e  

b ee n  c o m p l ie d  w it h .

* S e c .  2 2 .  AS 0 6 .0 5  i s  am ended by a d d in g  a new s e c t io n  t o  r e a d :

S e c .  0 6 .0 5 .4 4 2 .  RESTORATION OF SU RPLU S PRIO R  TO PAYMENT OP 

D IV ID E N D S . Any lo s s  s u s t a in e d  by a b a n k  i n  e x c e s s  o f  i t s  u n d iv id e d  

p r o f i t s  a n d  r e s e r v e  s h a l l  bo c h a r e d  t o  i t s  s u r p lu s  a c c o u n t .  I t s  
s u r p lu s  a c c o u n t  s h a l l  t h e r e a f t e r  be r e im b u r s e d  fro m  e a r n in g s  and no 
d iv id e n d s  may be d e c la r e d  o r  p a id  by t h e  b an k  i n  e x c e s s  of one-half 
o f  i t s  n e t  e a r n in g s  u n t i l  t h e  s u r p lu s  a c c o u n t  i s  r e s t o r e d  t o  a t le a s t 
th e  amount fro m  w h ich  t h e  s u r p lu s  w as o r i g i n a l l y  r e d u c e d  or an amount 
e q u a l to  100 per c e n t  of p a i d - i n  c a p i t a l .

*  S e c .  23. AS 06.05 i s  am ended by a d d in g  a new section to  read:
Sec. 06.05.443. LIMITATION ON DIVIDENDS. No bank may declare 

or pay any dividend to an amount g re a te r than i t s  net undivided 
p ro f i ts  then on hand a f te r  deducting

(1) a l l  lo sses ;
(2) a l l  deb ts , unless the debts are well secured, on which 

In te rea t fo r a period o f s ix  months l s  due and unpaid and debta upon 
which f in a l  Judpnent haa been recovered but haa been fo r more than
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one year u n sa tis f ie d  and on which In te re s t fo r a period o f one year 
l s  unpaid un less the debts a re well secured and In process of 
co lle c tio n ;

(3) a l l  asse ts o r dep recia tion  which the d ire c to r o f banks
or a duly appointed examiner may have required to  be charged o ff ;

(4) a l l  expenses, in te r e s t  and taxes accrued and due from
the bank.

* Sec. 2 4 .  A S 0 6 .0 5 * 4 4 5  I s  am ended t o  r e a d :

S e c .  0 6 .0 5 .4 4 5 .  D ETERM IN IN G  N ET P R O F IT S . I n  d e t e r m in in g  n e t

p r o f i t s  f o r  t h e  p u rp o s e  o f  d e c l a r i n g  a  d i v i d e n d ,  a  b a n k  may n o t  

i n c lu d e  i n  i t s  c a l c u l a t i o n s  [N E IT H E R ]

m  i n t e r e s t  a c c r u e d  b u t  n o t  c o l l e c t e d  i f  t h e  [NOR AN Y] 

d e b t  [O R  DEMAND] upon w h ic h  t h e  i n t e r e s t  i s  d u e i s  m ore  t h a n  90  d a y s  

d e l i n q u e n t .  [AND UN COLLECTED  FOR A P ER IO D  OF S I X  MONTHS SH A LL BE 
CO N SID ERED  U N LESS THE IN T E R E S T ,  D EBT OR DEMAND I S  W ELL SECU RED  AND 

IN  P R O C ESS  OF C O L L E C T IO N , BUT A L L  SUCH D EBTS OR DEMANDS SH A LL BE 
C L A S S IF IE D  AS BAD D EB T S ]

( 2 )  i n t e r e s t  c o l l e c t e d  b u t n o t  e a r n e d ,  o r  

121_ t h e  a p p r e c i a t i o n  o f  a n y  a s s e t  above i t s  ac tua l co s t 
to the bank o r  i t s  p a r  v a l u e .
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