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O r i g i n a l  s p o n s o r:  P i n k O f f e re d :  4 / 1 8 / 7 4
R e f e r r e d :  J u d i c i a r y

IN T H E  H O U S E  B Y  T H E  C O M M E R C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 560 

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A  

E I G H T H  L E G I S L A T U R E  - S E C O N D  S E S S I O 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  r e l a t i n g  to w h o l l y  o w n e d  s u b s i d i a r i e s  of

f i n a n c i a l  i n s t i t u t i o n s . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. A S  0 6 . 0 5 . 2 3 5 ( a )  is a m e n d e d  to read:

(a ) E x c e p t  as p r o v i d e d  in AS 0 6 . 1 5 . 2 7 0 ( b )  a n d  A S  0 6 . 3 0 . 6 1 0 ( 1 0 ) ,

it [IT] Is u n l a w f u l  f o r  a c o r p o r a t i o n ,  f o r e i g n  or d o m e s t i c ,  to own, 

c o n t r o l  o r  h o l d  w i t h  p o w e r  to v ote, 2_5. [10] p e r  cent or m o r e  o f  the 

c a p i t a l  s t o c k  o f  a c o r p o r a t i o n  s u b j e c t  to thi s  c h a p t e r . N o t h i n g  in 

t h i s  s e c t i o n  p r o h i b i t s  a c o r p o r a t i o n  f r o m  q u a l i f y i n g  as a d o m e s t i c  b a n k  

h o l d i n g  c o m p a n y  as p r o v i d e d  in (b) of this s e c tion. H o w e v e r ,  w h e n  it 

b e c o m e s  a b o n a  f i d e  n e c e s s i t y  to a v o i d  loss for a c r e d i t o r  c o r p o r a t i o n  

to a c c e p t  s h a r e s  of  s t o c k  i n  the r e g u l a t e d  c o r p o r a t i o n  in p a y m e n t  of 

i n d e b t e d n e s s  o w i n g  to th e  c r e d i t o r  c o r p o r a t i o n ,  s h a r e s  of s t o c k  may 

be so a c c e p t e d ,  b ut  i n  t h i s  ca s e  the s h a r e s  of t h e  r e g u l a t e d  c o r p o r a­

t i o n  s h a l l  be d i s p o s e d  o f  i n  a c c o r d a n c e  w i t h  r e g u l a t i o n s  of  the c o m m i s­

s i o n e r  of  c o m m e r c e .

* Sec. 2. AS 0 6 . 0 5 . 5 4 0 ( 9 )  is r e p e a l e d  and  r e - e n a c t e d  to read:

(9) " d o m e s t i c  b a n k  h o l d i n g  c o m p a n y "  m e a n s  a d o m e s t i c  c o r p o r a­

t i o n  b u s i n e s s  t r u s t ,  p a r t n e r s h i p ,  a s s o c i a t i o n  or o t h e r  s i m i l a r  o r g a n i z a­

t i o n  w h i c h  d i r e c t l y  o wns, c o n t r o l s ,  or h o l d s  w i t h  p o w e r  to v o t e  25 p e r  

c e n t  or m o r e  o f  the  v o t i n g  s h a r e s  o f  one or m o r e  ba n k s ,  or of a c o m p a n y  

t h a t  is or b e c o m e s  a b a n k  h o l d i n g  c o m p a n y  by v i r t u e  of t his c h a p t e r  or 

t h a t  c o n t r o l s  i n  an y  m a n n e r  the e l e c t i o n  of a m a j o r i t y  of the d i r e c t o r s  

of one  o r  m o r e  b a n k s ;  no b a n k  a n d  n o  c o m p a n y  o w n i n g  or c o n t r o l l i n g
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v o t i n g  sh a r e s of a b a n k  is a b a n k  h o l d i n g  c o m p a n y  by v i r t u e  o f  its 

o w n e r s h i p  or c o n t r o l  of s h a r e s  in a f i d u c i a r y  c a p a c i t y  a n d  no c o m p a n y  

is a b a n k  h o l d i n g  c o m p a n y  b y  v i r t u e  of its o w n e r s h i p  or c o n t r o l  of 

sh a r e s  a c q u i r e d  by it i n  c o n n e c t i o n  w i t h  its u n d e r w r i t i n g  of s e c u r i t i e s

i f  t h o s e  sh a r e s  are h e l d  o n l y  as l o n g  as n e c e s s a r y  to p e r m i t  t h e i r  sale

on r e a s o n a b l e  b a s i s ; a n d  no c o m p a n y  f o r m e d  for the s ole p u r p o s e  of 

p a r t i c i p a t i n g  in a p r o x y  s o l i c i t a t i o n  is a b a n k  h o l d i n g  c o m p a n y  by 

v i r t u e  of its c o n t r o l  of v o t i n g  r i g h t s  of s h a r e s  a c q u i r e d  in the c o u r s e  

o f  that s o l i c i t a t i o n ;

* S e c . 3. AS  0 6 . 1 5 . 2 7 0  is a m e n d e d  to read:

Sec. 0 6 . 1 5 . 2 7 0 .  I N V E S T M E N T  IN C O R P O R A T E  S E C U R I T I E S .  S u b j e c t

to the p r o v i s i o n s  of this c h a p t e r  a n d  an y  r e g u l a t i o n  u n d e r  thi s  c h a p­

ter a m u t u a l  b a n k  m a y  I n v e s t  in c o r p o r a t e  s e c u r i t i e s ,  s u b j e c t  to the 

e x e r c i s e  of the sam e  d e g r e e  of care a n d  p r u d e n c e  t hat p e r s o n s  p r o m p t e d  

by s e l f - i n t e r e s t  g e n e r a l l y  e x e r c i s e  in t h e i r  o w n  a f f a i r s , a n d  s u b j e c t  

to the f o l l o w i n g  l i m i t a t i o n s .

(1) N o  m u t u a l  b a n k  m a y  i n v e s t  in a n y c o r p o r a t e  o b l i g a t i o n ,  

o t h e r  t h a n  u n d e r  sec. 280 o f  this c h a p t e r ,  that w i l l  m a t u r e  by its 

terms w i t h i n  one y e a r  f r o m  the d a t e  of its i s s u a n c e ,  or if i s s u e d  or 

m a d e  in s e r i e s  or r e p a y a b l e  in i n s t a l l m e n t s , h a s  an  a v e r a g e  m a t u r i t y  

of less t h a n  one y e a r .

(2) N o  m u t u a l  b a n k  may

(A) i n v e s t  i n  s t o c k s  a n  a m o u n t  g r e a t e r  t h a n  10 pe r  

cent of its a s s e t s  or 100 p e r  cen t of its s u r p l u s  a n d  u n d i v i d e d  

p r o f i t s , w h i c h e v e r  is l e s s ;

(B) i n v e s t  i n  c o m m o n  s t o c k  an a m o u n t  g r e a t e r  t h a n  six 

p e r  cent of its a s s e t s  or 60 p e r  cent of its s u r p l u s  a n d  u n d i v i d e d  

p r o f i t s , w h i c h e v e r  is l e s s ;

( C ) i nv e s t  in the c o m m o n  a n d  p r e f e r r e d  s t o c k s  of one 
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(D) i n v e s t  in m o r e  t h a n  t w o  p e r  cent of th e  t o t a l

i s s u e d  a n d  o u t s t a n d i n g  s ha r e s  o f  s t o c k  of a n y  one i ssuer.

[(3) T H E  L I M I T A T I O N S  OP T H I S  S E C T I O N  D O  N O T  A P P L Y  T O  A

M U T U A L  B A N K ' S  I N V E S T M E N T S  I N  A W H O L L Y  O W N E D  S U B S I D I A R Y  C O R P O R A T I O N  

W H I C H  O W N S  O R  L E A S E S  R E A L  O R  P E R S O N A L  P R O P E R T Y  F O R  T H E  P U R P O S E  OF 

P R O V I D I N G  A B U I L D I N G  A N D  F A C I L I T I E S  TO BE U S E D  P R I M A R I L Y  F O R  T H E  

C O N D U C T  O F  T H E  A U T H O R I Z E D  B A N K I N G  A C T I V I T I E S  OF T H E  M U T U A L  B A N K . ]

(b) T h e  l i m i t a t i o n s  of (a) o f  thi s  s e c t i o n  do not a p p l y  to

(1) a m u t u a l  b a n k ' s  I n v e s t m e n t  in a w h o l l y  o w n e d  s u b s i d i a r y

i s s u e r  a n  a m o u n t  g r e a t e r  t h a n  one p e r  cent of its a s s e t s ;  or

p u r p o s e of p r o v i d i n g  a b u i l d i n g  a n d  f a c i l i t i e s  to be u s e d  p r i m a r i l y

fo r  the c o n d u c t  o f  the a u t h o r i z e d  b a n k i n g  a c t i v i t i e s of the  m u t u a l

b a n k ;

(2) a m u t u a l  b a n k ' s  i n v e s t m e n t  in al l of the o u t s t a n d i n g  

s h a r e s  (o t h er  t h a n  s h a r e s  o w n e d  by d i r e c t o r s  as m a y  be n e c e s s a r y  for 

t h e i r  q u a l i f i c a t i o n  as d i r e c t o r s ) o f  a b a n k i n g  c o r p o r a t i o n  or t r u s t  

c o m p a n y  f o r m e d  o r  a c q u i r e d  b y  the m u t u a l  b a n k  as a s u b s i d i a r y ,  so l o n g  

as (A) the s u b s i d i a r y  b a n k i n g  c o r p o r a t i o n  c o n f o r m s  to the r e q u i r e m e n t s  

a n d  r e s t r i c t i o n s  i m p o s e d  I n  sec. 285 of thi s  c h a p t e r  a n d  (B) t h e 

p r i n c i p a l  p u r p o s e  a n d  b u s i n e s s  o f  t h e  m u t u a l  b a n k  r e m a i n s  the o p e r a t i o n  

o f  a m u t u a l  b a n k  c o n s i s t e n t  w i t h  th e  o b j e c t i v e s  o f  sec. 10 of t his 

c h a p t e r .

* Sec. 4. A S  0 6 . 1 5  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

A S  0 6 . 1 5 . 2 8 5 .  A U T H O R I Z A T I O N  A N D  O P E R A T I O N  OF W H O L L Y  O W N E D  S U B S I­

D I A R I E S  O F  M U T U A L  B A N K S ,  (a) A b a n k i n g  c o r p o r a t i o n  or t r u s t  c o m p a n y  

f o r m e d  or a c q u i r e d  b y  a m u t u a l  b a n k  as a w h o l l y  o w n e d  s u b s i d i a r y  s h a l l  b< 

a u t h o r i z e d  to c o m m e n c e  b u s i n e s s  by the c o m m i s s i o n e r  as p r o v i d e d  u n d e r  

AS  0 6 . 0 5  or ch. 5 or ch. 25 o f  t his t i t l e  u p o n  (1) the q u a l i f i c a t i o n
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o f  the s u b s i d i a r y  as an i n s u r e d  b a n k  u n d e r  the F e d e r a l  D e p o s i t  I n s u r a n c e  

C o r p o r a t i o n  a n d  (2) the s u b s i d i a r y ' s  c o m p l i a n c e  w i t h  r e l e v a n t  l aws 

a n d  r e g u l a t i o n s .

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

p r e m i s e s  o f  the m u t u a l  b a n k  or its b r a n c h e s ,

( c ) Th e  s u b s i d i a r y  or its d i r e c t o r s  m a y  n o t  l e n d  to or b o r r o w  

f r o m  the m u t u a l  banks

(d) T h e s u b s i d i a r y  m a y  not be the s u r v i v o r  i n s t i t u t i o n  in a 

m e r g e r  w i t h  th e m u t u a l  bank, or be s o l d  o r  t r a n s f e r r e d  e x c e p t  in the 

c ase of l i q u i d a t i o n  u n d e r  the o r d e r  of t h e  s t a t e  b a n k i n g  d i r e c t o r .

(e) Th e  d e p a r t m e n t  m a y  p r o m u l g a t e  r e g u l a t i o n s  to g o v e r n  t r a n s­

a c t i o n s  b e t w e e n  t h e  s u b s i d i a r y  a n d  the m u t u a l  bank.

Sec, 5• AS 0 6 , 3 0 , 6 1 0  is a m e n d e d  by a d d i n g  a n e w  p a r a g r a p h  to read:

(10) a l l  o f  the o u t s t a n d i n g  s h a r e s  (o t h e r  t h a n  t h o s e  w h i c h  

are o w n e d  by d i r e c t o r s  as m a y  be n e c e s s a r y  for t h e i r  q u a l i f i c a t i o n  as 

d i r e c t o r s )  of a b a n k i n g  c o r p o r a t i o n  or t r u s t  c o m p a n y  f o r m e d  or a c q u i r e d  

b y  the a s s o c i a t i o n  as a s u b s i d i a r y  so l o n g  as

(A) t he  b u s i n e s s  of the s u b s i d i a r y  b a n k i n g  c o r p o r a t i o n  

or t r u s t  c o m p a n y  is c o n d u c t e d  u p o n  the p r e m i s e s  of the a s s o c i a t i o n  

or its b r a n c h e s ; a n d

(B) the c o m m e n c e m e n t  of b u s i n e s s  o f  the s u b s i d i a r y  

b a n k i n g  c o r p o r a t i o n  or t r u s t  c o m p a n y  is a u t h o r i z e d  b y  the c o m m i s­

si o n e r  of c o m m e r c e  as p r o v i d e d  in ch. 5 or ch, 25 o f  this title.

The c o m m i s s i o n e r  of c o m m e r c e  s h a l l  a u t h o r i s e  the c o m m e n c e m e n t  of 

b u s i n e s s  u p o n  th e  q u a l i f i c a t i o n  of t h e  s u b s i d i a r y  b a n k i n g  c o r p o r a­

ti o n  or t r u s t  c o m p a n y  as a n  i n s u r e d  b a n k  u n d e r  the F e d e r a l  

D e p o s i t  I n s u r a n c e  Ac t  a n d  u p o n  its c o m p l i a n c e  w i t h  the p r o v i s i o n s  

of ch. 5 or ch. 25 of this t i t l e  a n d  the r e g u l a t i o n s  p r o m u l g a t e d  

u n d e r  t h e m  w h i c h  are not I n c o n s i s t e n t  w i t h  t his c h a pter. The

C S H B  56 O -4-



1

2

3

4

5

6

7

8

9

10

It

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

s u b s i d i a r y  b a n k i n g  c o r p o r a t i o n  or t r u s t c o m p a n y  m a y  not be the 

s u r v i v o r  i n s t i t u t i o n  in a m e r g e r  w i t h  the a s s o c i a t i o n ,  or be sold 

or t r a n s f e r r e d  e x c e p t  in the c ase of l i q u i d a t i o n  u n d e r  th e  o r d e r  

o f  the s t a t e  b a n k i n g  d i r e c t o r .  S u b j e c t  to the a p p r o v a l  o f  the 

c o m m i s s i o n e r  o f  c o m m e r c e ,  t h e  s u b s i d i a r y  m a y  q u a l i f y  as a d e p o s i­

to r y  for t h e  a s s o c i a t i o n ,  n o t w i t h s t a n d i n g  an y  o t h e r  p r o v i s i o n .
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