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IN THE SENATE

For an Act en

Introduced: 2/8/68
Referred: Connerce
ft Judiciary

BY THE RULES COMMITTEE
BY REQUEST OP THE GOVERNOR

SENATE BILL NO. 305

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTH LEGISLATURE - SECOND SESSION
A BILL
titled: "An Act amending the Alaska Banking Code."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1.

(3)

AS 06.05.015(3) is amended to read:

charge off the whole or part of an asset which has not

been [AT THE TIME OF THE DEPARTMENT'S ACTION COULD NOT] law fully [BE]

acquired;

* Sec. 2.

AS 06.05.015 is amended by adding a new paragraph to

(10) charge off that portion of an asset classified

read:

as loss

in the FDIC Report of Examination or the State Report of Examination.

* Sec.3.

Sec.

AS O6.05.0ii5is amended to read:

06.05.0H5.

BANK REPORTS TO THE DEPARTMENT. (a) Every

state bank 3 hall make at least four reports each year to the

department on days designated by it, and on forms prescribed by It
The report shall be verified [|N ne CASE OF (DRPORATIONS] by an oath
0f the president, vice president, or cashier and by al least three
[THO] directors; [AND IN CASE OF A PARTNERSHIP (R INDIVIDUAL, BY ONE
OP THE PARTNERS (R OANERS OF +ne BANK, AND A CASHIER) eertlfylng and
subscribing under oatn tnat they ana €ach of them have personal know-
ledge of the facto statea In the report and that the facts are true.
The reports shall exhibit in detail and under appropriate heads the
resources and liabilities of the bank, and shall be transmitted or
mailed to the department within 10 days of the receipt of the request

from it.

(b)
»S08as R

The department may require special reports from a bank
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whenever In Ite Judgment they are necessary in order to obtain a full
knowledge of Its condition.

(c) Each state bank shall make at least one report of Income
and dividends to the department each yea.. The report shall be
submitted to the department within so aays following the end of the

calendar year covered |n the report.
Sec. 4. AS 06.05.200 Is repealed and re-enacted to read:

Sec. 06.05.200. RESERVES AGAINST DEPOSITS, (a) EaCh CommerCIal
bank which Is not a member of the Federal Reserve System shall malntalﬂ
total reserves equal to the following percentages of the aggregate
amount of Its deposits, exclusive of deposits of the United States,
the State of Alaska, borough and municipal governments and other
deposits of public monies which are secured as required by law

(1) 20# of dts demand deposits; and
(2) 8# of its time deposits.

(b) Only vaultcash and the amount due from good and solvent
banks located in the state, or within the United States and unpledged
U. S. Government obligations maturing In less than 90 days may be used
in computing the reserves required under (a) of this section and the
computation shall be made on the basis of average daily net deposit

balances covering bi-weekly periods.

(c) A daily record of the required reserves shall be maintained
on a form prescribed oy the department reflecting the current reserve
condition of the bank. The report <nan be subject to the examination
of the department or other .., appointed examiners. The department
may from time to time require the bank to submit its report of
reserve condition for purposes of examination.

(d) If the resorves of a commercial bank fall below the amount
required to be maintained by this section, the bank may not make any
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new loans or other Investments nor pay any dividends until its
reserves have been restored to the amount required under this section.
* Sec. 5 AS 06.05.205(a) is amended to read:

(a) If [IT IS UNLAWFUL FOR] an o fficer or employee of a bank
loans [TO LOAN] funds of the bank in an amount exceeding $5,000 to a
[ANY ONE] person he must so notify [WITHOUT OBTAINING THE APPROVAL
FROM] the board of directors of the bank [, OR FROM A COMMITTEE OF THE
BOARD CONSISTING OF NOT LESS THAN THREE MEMBERS OF THE BOARD].

* Sec. 6 AS 06.05.205(b) is amended to read:

(b) It is unlawful for an o fficer or employee of a [ANY] state
bank to loan funds of the bank to a [ANY ONE] person in a sum exceed-
ing 15. [35] per cent of its combined capital stockA [AND] surplus,
and undivided profits. Unearned Income may not be Included in
determining the amount a bank may loan under this subsection. In
[IN] the case of a corporation the total of any sum loaned directly
to the corporation, and of any sum loaned in such manner or to such
person that the capital stock of the corporation is received by the
bank as collateral security for such loan or loans, shall never exceed
15 [35] per cent of the combined capitalx [AND] surplus and undivided
profits of the bank. The discount of bills of exchange drawn In good
faith against actual existing valuer, or loans upon gold, gold dust,
bullion, cannery products, or other produce In transit, or upon ware-
house receipts aa collateral security, and the diocount of commercial
or business paper actually owned by a person negotiating the same, are
not considered ac money borrowed.

* Sec. 7. A3 06.05.205(d) lo amended to read:

(d) A bank may not accept Its capital stock ee security for

loan unless It Is neceasar: to prevent loss uron an Indebtedneaa

previously contracted In rood faith.
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*Sec. 8. ASos.0s.20s IS amended by adding new subsections to read:
(e) Obligations of a person, copartnership, association or
corporation In the form of notes payable on demand shall be supported
oy o CUITeNt financial statement and the principal amounts of such
aemana N0O1ES Shall e reduced .. least annually unless the notes are
fully secured at all times by marketable collateral or there exists

a specific and evident means of repayment.

(f) The provisions of (b) of this section do not apply to a loan
made before the effective date of this Act if the loan is reduced and
paid according to its terms without benefit of extension and no other
loan is male to the person until the amount of the proposed loan and
the amount of all loans outstanding to the person from the bank in
gquestion do not exceed the lim it specified in (b) of this section.

* Sec. 9 AS 0605210 is repealed and re-enacted to read:

sec. 00.05.210. Loans 1o orricers A\D EMPLOYEES (a) A hank
may not make a loan to a salaried officer or employee o+ the bank or
acquire an agreement for the payment of money ON WHICh he IS liahle
in an amount in excess of 99,000 exclusive of interest aNd Charges,
unless the loan is

1) secured by deposits in a fINANCIAl INStitution or cash
surrender value of vire insurance in an amount equal to, or by market-
able securities With @ vaie or ac least 20# more than the amount of
the loan or agreement for the payment of money;

(?) secured by 0 first mortgage on the home of the officer
or employee;

(3) INSUTO0 by the Pubiic Housing AUthOTIty oOr other
similar public agency; or

(fc) not an amount In excess of $10,000 and Is for the pur-

pose of financing the education of the officer or employee's children.
SD 30" aa H -4-



(b) Each loan under (a) of this section shall be promptly

reported to the board of directors of the bank and their approval or
disapproval reported in the minutes of the board.
(c) An o fficer or employee of the state bank who violates this

section is guilty of a misdemeanor and upon conviction is punishable

S OB L0 PO

by a fine of not more than $5,000 or by imprisonment for not more

than one year, or both.

7
8 * Sec. 10. AS 06.05.305(a) is amended to readj

(a) It is unlawful for any corporation [, FOREIGN OR DOMESTIC,

Bto

OR ANY PARTNERSHIP OR INDIVIDUAL] to commence and operate [TRANSACT]

a banking business in the state unless [, IN OTE CASE OF A CORPORATION*]

the corporation has a paid-up capital of at least $100,000 and a paid-

K3 E

13 up surplus equal to 20 per cent of paid-up capital [$50,000 IN LAWFUL
14 MONEY OF THE UNITED STATES, OR IN THE CASE OF A PARTNERSHIP OR

15 INDIVIDUAL, UNLESS THE PARTNERSHIP OR INDIVIDUAL HAS INVESTED IN THE
16 BANKING BUSINESS THE SUM OF $50,000 LAWFUL MONEY OF THE UNITED STATES].
17 * Sec. 11. AS 06.05.305(b) is amended to read:

1S (b) Any bank which engaged in business before \]anuary 1 1968.

19 [MARCH ?6, 1951] and w hich doe3 not have a pald-Up Capltal of at |eaSt
Z) $100.000 [$50,000] doe3 not violate this chaptor If |t acaU”eS

Z- IACQUIRED] a pald'ln capital of not loss than $100.000 [$50,000] n0t
2 lotor thar Tanuanr 1. 1975 marcw 26, 19561,

* Sac. 12. AS06.05 lo amondod by adding a new section to subchapter 1
241t0 read:

Sec. 06.05.327. CHANGE XlI QUTSTANDING VOTINO STOCK.  Xf S chance
occurs or la about to occur in the outstanding voting stock of a state
bank which will result in a change In the control of the bank or If any
sales or transfers by or to a person, corporation or other legal entity

of the aggregate of 10 per cent or aore of the voting stock of a
SS305an N 5.
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state hank Is about to be consummated, the president.or other chief
executive officer of the bank immediately upon obtaining knowledge of
the change in the control of the bank or the contemplated or con-
summated sale or transfer of stock, shall report these facts to the
department.
* Sec. 13. AS 06.05.345(a)(5) IS amended to read:
(5) the number of directors of whom there must be at least
five but no more than 25 [, WHICH SHALL BE THREE OR MORE].
* Sec. 14. AS 06.05.435 Is amended to read:

Sec. 0605435 DIRECTORS, (a) General powers of directors.
The affairs of every bank incorporated under this chapter shall be
managed by not less than five [THREE] directors, or more than 25.
viho shall be elected by the stockholders and hold o ffice for one year
and until their successors are elected and have qualified. A majority
of the board of directors shall be bona fide residents of the state
and a majority constitutes a quorum for the transaction of business.

(b) Election of directors. In the first instance the directors
shall be elected at a meeting held before the bank is authorized to do
business by the department and thereafter at the annual meeting of
the stockholders held [ON THE SECOND TUESDAY IN JULY IN] each year.
If no election is held at that time, it may be held at an adjourned
meeting or at a subsequent meeting called for that purpose, notice Of

which shall be given as provided in the bylaws.

(c) Qualifications of directors. Each director of a bank shall
own In hia own right free of any encumbrance [BE A BONA FIDE STOOK:
HOLDER AND THE OANRR OF SHARES OF THE] capital stock of the bank In
an aaount equal to at least par VALUE OF] s1.000 In par value. [IF
THE CAPITAL STOCK OF THE BANK IS s15.000. |T SHALL NOT BE REQUIRED

THAT A DIRECTOR HOLD MORE THAN ss00 \WORTH OF STOCK AT PAR |
SB 305 an H -6-

ot



(d) Director's oath. Each director shall take an oath that he
w ill faithfully and honestly perform the duties of his office and w ill
not violate or permit to be violated any provisions of this chapter.
The oath shall be filed annually in the office of the department.

(e) Vacancies. A vacancy in the board of directors shall be
filled by the board, and the directors so appointed hold o ffice until
the next election or until their successors are elected and have
qualified.

Sec. 15. AS 0605 is amended by adding a new section to read:

SEC 0605437 OFFICERS, (a) The officers ofa bank shall be
elected by the voara or direCtors. N0 otricer may be clected for a

period longer than one year. An o fficer may be removed by the board

of directors at any time but removal shall not prejudice any rights

that he may have to damages for breach of contract of employment.
(b) A bank shall report within 30 days to the department any

changes among executive officers and directors, Including in its report

a statement of the business and professional affiliations of new

executive officers and directors.

* Sec.16. AS 06.05 is amended by adding a new section to read:

S€C.06.05.436. DIRECTORS* MEETINGS AND DUTIES, (a) Theboara
of directors of each bank shall hold . meeting at least ten «mes each
year to generally investigate the affairs of the bank.

(b) The board of directors shall elect a secretary who sholl
keep a correct record of the minutes of each board meeting. Tho
minutes shall state the date of osch meeting, the names of the
directors present and the votos taken. The record of the meeting of
the boerd of directors shall be subscribed to by the presiding
officer and the secretary. The minutos shall be read and approved

at the next succeeding meeting and the minutes of that meeting shall
SB 30* am H -7-



show such fact. It la the duty of the bank examiner to examine the
minutes of the board at the time he examinee the bank and to Include
in his report of exaalnatlon any failure of the hank to comply with
this section.

(c) The board of directors shall designate at least one
officer of the bank to prepare and submit to the hoard at each board
meeting a report of the loans, overdrafts, and investments made by
the bank in the preceding month or since the last report. The hoard
of directors shall examine and pass upon the report and make it a
part of the record of the meeting by recording the report in full in
the minutes.

*Sec. 17. AS 06.05.AA0 is amended to read:

Sec. 06.05,AA0. AUTHORITY TO DECLARE DIVIDENDS. The directors
of any bonk transacting business In the state may declare a dividend
out of the net profits after complying with secs. AAl. AA2. AA3. and
475 of this chapter fOF THE BANK AFTER PROVIDING FOR ALL LOSSES, BAD
DEBIS, EXPENSES, INTEREST AND TAXES ACCRUED OR DUE  BEFORE ANY
DIVIDEND 1S 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 CF
THE BANK AND IN CASE OF BANKS HAVING A CAPITAL STOCK OF LESS THAN
$40,000 UNTIL THE SURPLUS AVOUNTS TO $10,0001].

* Sec. 18. AS06.05 1* amended by adding a new section to read:

Sec. 06.05.441. CONDITIONS PRECEDBIT TO DIVIDEND DECLARATION
AND PAYMBIT. (a) Before any bank dividend Is declared, or the net
profits for the period covered by the dividend disposed of, not less
than one-fifth of such net profits shall be carried to the bank sur-
plus fund until the surplus fund amounts to 100 per cent of the paid-
in capital of the bank.
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(b) The department may require a bank to suspend the payment
of any dividends until all requirements made by the department have
been complied with.

Sec. 19. AS 06.05 is amended by adding a new section to read:

Sec. 06.05.442. RESTORATION OF SURPLUS prior to payment of
DIVIDENDS. Any loss sustained by a bank in excess of its undivided
profits and reserve shall be charged to its surplus account. Its
surplus account shall thereafter be reimbursed from earnings and no
dividends may be declared or paid by the bank in excess of one-half
of its net earnings until the surplus account is restored to at least
the amount from which the surplus was originally reduced or an amount
equal to 100 per cent of paid-in capital.

Sec. 20. AS 06.05 is amended by adding a new section to read:

Sec. 0605443 LIMITATION ON DIVIDENDS.

or pay any dividend to an amount greater than its net undivided

No bank may declare

profits then on hand after deducting

(1) all losses;

2y all debts, uniess the aenes are Well secured, on which
interestfor o period of <ix monwns 15 due and unpaid and debts upon
which final Judgment has been recovered but has been for more than
one year unsatisfied and on which Interest fora period of oneyear
Is unpaid unless thedebts are well secured snd In process of
collection;

(3) all assets or deprecistion which the director of hanks
or a duly appointed examiner may have required  to hbe charged off;

(4) all expenses, Interestsnd taxesaccrued and due from
the bank.

'Sec. 91. AS06.03.445 is ansnded to readt

See. 06.03.443.,  Dimonin HIT moms. Xn determining net
305 en « 9.



profits for ths purpose of declaring a dividend, a bank nay not
include in its calculations [NEITHER]

(1) interest accrued but not collected If the [NOR AVY]
debt [OR DEVAND| upon which the interest Is due Is more than 90 days
delinquent; [AND UNOOLLECTED FOR A PERIOD OF SIX MONTHS SHALL BE
CONSIDERED UNLESS THE INTEREST, DEBT CR CBVAND IS WELL SEQLRED A\D
IN PROCESS OF COLLECTION, BUT ALL SUCH DEBTS (R DEVANCS SHALL BE
CLASSIFIED AS BAD DEBTY|

(2) Interest collected but not earned, or

(3) the appreciation of any asset above Its actual cost

to the bank or Its par value.
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