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Referred: L a b o r  and  C om me rc e

and Fi n a n c e

1 I N  TH E SENATE B Y  THE F I N A N C E  COMM IT TEE

2 S E N A T E  B I L L  NO. 502

3 IN T H E  L E G I S L A T U R E  O F  T H E  STATE OF A LA S K A

4 F I F T E E N T H  L E G I S L A T U R E  - SECOND SESSION

5 A  B I L L

6 F o r  an Act entitled: " An  Ac t r e l a t i n g  to the ec onomic s t a b i l i z a t i o n  pro-

7 gram; an d p r o v i d i n g  for an effective date."

8 B E  IT E N A C T E D  B Y  THE  L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

9 * Secti on  1. F IN DI NG S A N D  PURPOSE, (a) The legisl at ure  finds that

10 (1) fin an cia l ins ti t u t i o n s  that are chartered i n  the s t ate  and

11 ha v e  a p r i n c i p a l  p lac e of b us in e s s  in  the state provide a substantial

12 p o r t i o n  of t he  h o u s i n g  and small b u s i n e s s  loans in the state and are an

13 important s ou r c e  of f in a n c i n g  for the state's small businesses;

14 (2) these f i n an ci al  i ns ti t u t i o n s  have, in the last two years,

15 lost a m a j o r  p o r t i o n  of t h e i r  c a p i t a l  due to circumstances not of their

16 m a k i n g ;

17 (3) these f i n an cia l i n s t i t u t i o n s  can no longer a d e q u a t e l y  serve

18 the c om mu nities in w h i c h  t hey m a i n t a i n  branches an d fulfill t heir historic

19 role of p r o v i d i n g  an a l t e r n a t i v e  sou rc e of financing in the state's market-

20 place;

21 (4) the state can  invest m o n e y  in these financial institutions

22 at m i n i m u m  risk, t her eb y i n c r e a s i n g  ba n k i n g  competition and  re du c i n g  the

23 risk  of f ut u r e  p rob le ms  in the real esta te  market;

24 (5) these finan ci al  i n s t itu ti on s will be able to in cr e a s e  their

25 lending b y  a fact or  of at least 10 times the amount of m o n e y  r ece i v e d  by

26 them from the state investments.

27 (b) The  pu r p o s e  of the l e g i sla tu re  in e s t a b l i s h i n g  the economic

28 s t a b i liz at io n p r o g r a m  is to p r o v i d e  a source of m o n e y  that can  b e  invested



1 p ri n c i p a l  place of business in the state so that their capital ca n be

2 increased. The legislature intends to achieve this purpose by authorizing

3 the A l a s k a  Industrial Development and Export Authority to invest in inter-

4 e s t - b e a r i n g  subordinated debentures of these financial institutions which

5 shall be  repaid or redeemed at maturity.

6 * Sec. 2. ECONOMIC STABILIZATION PROGRAM. (a) The economic stabi-

7 liz at io n progr am  is established in the A la s k a  Industrial Development and

8 Export Authority. Under this program the authority is authorized to use

9 m o ne y in the Alaska Industrial Development and Export Authority revolving

10 fund (AS 44.88.060) for investments in subordinated debentures issued by a

11 bank, savings bank, or b ank holding company w i t h

12 (1) a charter issued by the state;

13 (2) its principal office located in the state; and

14 (3) assets that totaled o n  Decemb er  31, 1987, less than

15 $ 15 0, 000,000 wh e n  combined w i t h  assets of all its affiliates.

16 (b) The Alaska Industrial Development and Export Authority m a y  only

17 invest in debentures under this section that

18 (1) pay  interest quarterly or mor e often;

19 (2) bear interest at a rate that is at least 50 basis points

20 above the average cost of a bond of similar maturity issued by a municipal-

21 ity at the time the debenture is issued, as determined by the authority;

22 (3) are due for repayment 20 years after the date of issue, but

23 may be repaid sooner at the discretion of the issuer; and

24 (4) are secured by the full faith and credit of the issuing

25 institution.

26 (c) The amount of debentures that m a y  be purchased by the Ala ska

27 Industrial Development and Export Auth or it y under this section from an

28 in sti tu ti on  m ay  not exceed the amount of that institution's capital, sur-

29 plus, and undivided profits o n  D ece mb er  31, 1985, as certified by  the
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1 director of banking, securities and corporations. The combined amount that

2 may be pu rchased from a holding company and its subsidiary bank ma y not

3 exceed the amount of capital, surplus, and undivided profits of the sub- 

A sidiary b a n k  on December 31, 1985, as certified by the d irector of banking,

5 securities and corporations.

6 (d) Notwithstanding AS 06.05.307(a), debentures purchased b y  the

7 Alaska Industrial Development and Export Authority under this section m a y

8 be issued without regard to the principal amount of the notes and deben-

9 tures of the institution that are outstanding on the date of issuance. The

10 authority m a y  only purchase debentures u n der  this section after the direc-

11 tor of banking, securities and corporations certifies that the issuance of

12 the debentures otherwise complies w i t h  AS 06.05.307 and that the pu rch as e

13 meets the requirements of this section.

IA (e) The Alaska Industrial Development and Export Authority ma y pur-

15 chase debentures under this section only from an institution that agrees to

16 invest at least 15 percent of the purchase price in areas of the state

17 outside of metropolitan areas wit hi n three years after receipt of the

18 purchase price. The authority shall by regulation define "metr opo li ta n

19 areas" for purposes of this subsection.

20 * Sec. 3. This Act is repealed July 1, 1990.

21 * Sec. A. This Act takes effect immediately under AS  01.10.070(c).
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