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COMMERCE «
ELOPHEXT

February 11, 1980

Honorable Charles Pary
Chairman, House Judrcrary Committee

Pouch V
Juneau, Alaska 99811
Dear Mr. Parr:
Re:  Proposed CS HB 452, The Credit Union Bill

This letter |s in response to your request for ne to submrt detarled
comments on th enhropose committe f strthe introduced Y Represen-
tatralret Joe McKim.on to HB 452, a nill which provides for state-chartered
credit unions.

As you  know, Represehtatrve McKinnon stated that the proposed committee
supstitute (“proposed 3 uses the federal credit union act as a
gurde In set rng out the Pwers of state-chartered ¢redit unions. In
ddition, groposed bill “incorporates a_ number of the features recom-
mended by the Ivision In_hearingS on previous versions of state-chartered
credit union enabling legislation.

It\JA/”comments are set out below and keyed to the sections of the proposed

Sec. 06.45.010 - 06.45.030. No objections or comment.

cou 1d. L'-C '/’Sec. 06.45.040 suggest that the mhrbrtron should be aﬁ;ainst
/ using a name that is “deceptively similar or the same as" the name
fic(l of an existing credit unron

T4 T sae. 06.45.050 - 06.45.060. No objections or other comments

Sec. 06.45.070. Paragraph (83 of thrs sectron refers to AS 06,45. 276,0k C,
P|£t that sectron 1S not inclu of th e pro posed_ bill. i

ara ra and (18) a ear to 0 %e 0 rovisions. of
H)eral re&lrt Unqon(At gt particul arywnrth regard o (§l8 43
Provrsrons for full trust gowers unde AS 06 25 0 beyond the /N
d al act. The provis h) (5 ?8 J Rans (PlH ¢t
89 809 an ?406) are allowed for eraI cre it _unions, ~ The
Provrsrons of paragraph (21) are often contarhed |h the bylaws of
ederal credit union, * K / s m

7W M d ot

08-H14LH 1 - 6 U noii fief.



N
v ifffi

§

‘Honorable Charles Parr
Vr-s

Sec. 06.45.080. Mo objections or other comment.
Sec, 06,45,090 d)(5) of the section, the reference to nlod
AS 06.40.290 shoum ée)g_%nged to AS06.45.280 us}cng the numbering-f>=v
system of the proposed bill. t

Sec. 06.45.100 - 06.45.125. MNo objections or other comments.

Sec. 06.45,130. The reference to AS 06.45.150in .(¢) of the sec- 0"
tion should be chan?ed to AS 06.45.140 under the numbering system

of the proposed bilf.

Sec. 06.45.140 - 06.45.160. No objections or other comments.
Sec. 06.45.170, In (a)€4) of the section. thereference to o £5"
AS 06.45.330 should be” thianged to AS 06.45.130- 06.45.140 under

the numbering system of the™proposed bill.

Sec. 06.45.180. No objections or other comments.

Sec.  06.45.190. Missing from ny copy of the proposed bill. §3%,

Sec.  06.45.200. No objection or other comment.

Sec.  06.45.200. This section number is, redundant with respect to ok *'"
the previous section. No other objection or comment. <3

gelcl. 06.45.210 - 06.45.240. Missing from my cop> of the proposedo” /P
118

Sec. 06.45.250. No objections or other comment.

Sec. 06.45.220. This section number is out of sequence, No other
objections or comments.

Sec. 06.45.230 - 06.45.270. MNo objections or. other comment.

Sec. 06.45.280. It appears that the provisions of paragraph (5) go
e : beyond the federal gty P paragreph (5) 903

Sec. 06.45.290 - 06.45.320. Nb objections or other comments.

Sec. 06.45.330. The reference to AS 06.45.360 in Str)% of the sec- A
tion should be chan?ed to AS 06.4%.,340, under the n berlng system

of the proposed bill.  No other objections or other comménts.

Sec. 06.45.340 - 06.45.470. No objections or other comments.



*

Horiorable Charles A iry 11, 1960

Sec. 06.45,480. The definition of “"commissjoner” should be changed
to "'commissioner’ means the commissioner of commerce and economic

development®  hTs'fosigne”il?-- JEIAAF //U FAILACS
In summar?]/ the proposed bill _contajns a number of provisions which the
a

|vrsron f recommended f?r inclusion |n rirevrous drafts of credit
unron egrs ation.. The bill nas many similarities to the credrt unron
re

ently before the Ser.te Co merce ommrttee éorogose

at o % th e organrzatron of the twrf) bills IS f ferent In th at
oose follows the format of a br that has been In the

?rs ature in one form or another since. 1976 and proposed CSS

follows thﬁ outline of the Federal Cre |t Union Act. It I un er-

stan din at a coPcensus has been reached bé the varroHs Interests in

credit Union legislation on theCpro pose 5 and that action 1Is to

be taken shortly by the Senate Commerce Commrttee on that bill.

| would be happy to answer further questions by the committee on the
proposed bill &S you direct.

Julius ss. Brecht
Director

JB/sI22K
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Honorable Charles Parr

Chairman, House Judiciary Committee
Pouch V

Juneau, Alaska 99811

Dear Mr. Parr:
Re:  Proposed CS HB 452, The Credit Union Bill

This letter s in response to your re%uest for rre to su mrt detarled

comments on the Rropose commrttegf strthe introduce }/ Represen-

t:a}ter(rlret J%eorhAScKrn on to HB 452, a bill which provides for state-chartered
it uni

As you know, Representatrve McKrnnon stated that the proposed committee

sub titute proposed br 3 uses . the ede al credit ugron act as a

g e In seh outé wers of state-c artere %re It_unions. In
ddition, t. Hro 0se |ncorgorates a_number of the features recom-

mended by the division |n hearrn on previous versions of state-chartered

credit union enabling legislation.

lt\)/y”comments are set out below and keyed to the sections of the proposed
1.

Sec. 06.45.010 - 06.45.030. No objections or comment.

Sec, 06.45. 040 | suggest that the r[rJ]rohrbrtron should be against
using a name that is ecerhtrvely similar or the same as" the name
of an existing credit unio

Sec. 06.45.050 - 06.45.060. MNo objections or other comments.

Sec. 06.45.070. Para raph @a (?f this sectron refers to 06 45 276,
but that sectron |s n t |nc o the ropose

Paragra a eart eon the provisions of
?:dperal 2:re It Uhron Ar,)t p parti uIar wrth re gr (ﬁS%
rovrsrons or full trust owers under AS 0625 %o beyon the

89 g(r)% arerldt ?408) pa?ev ; ?owed for —?gderafl (rj:rel It uﬂrg?rss (PTlhe
Provrsrons 0 paragrap (21) are 0.i <contained in the bylaws of a

ederal credit unidon



Honorable Charles Parr -2- February 11, 1980

Sec. 06.45.080. No objections or other comment.

Sec. 06.45.090, d)(5) of the section, thereference to

AS 06.40.290 shou| B)E%)am ed to AS 06.45. 280us{ng the numbering
system of the proposed bill

Sec. 06.45.100 - 06.45.125. No objections or other comments.

Sec. 06.45.130. The reference to AS 06.45.150 in () of the sec-
tion should be chan?ed to AS 06.45.140 under the nirmbering system
of the proposed bil

Sec. 06.45.140 - 06.45.160. No objections or other comments.

Sec. 06.45.170. In 6a)$4) of the section. thereference to

AS 06.45.330 should hanged to A% (ﬁi 45,130~ 06.45.140 under
numbering system of the proposed

Sec. 06.45.180. No objections or other comments.

Sec. 06.45.190. Missing from my copy of the proposedbill.

Sec. 06.45.200. No objection or other comment.

Sec. 06.45.200. This section numher is redundantwith respect to
the previous section. No other objection or comment.

g?fl 06.45.210 - 06.45.240. Missing from my copy of the proposed

j
D

Sec. 06.45.250. No objections or other comment.

Sec. 06.45.220. This section number is out of sequence. No other
objections or comments.

Sec. 06.45.230 - 06.45.270. No objections or other comment.

Sec. 06.45.280. It appears that the provisions of paragraph (5) go
beyong i Foeral 0ot P paragraph (5) g

Sec. 06.45.290 - 06.45.320. No objections or other comments.
Sec. 06.45.330. The reference to AS 06.45.360 in (b) of the sec-
tion shou? %e chan ed to AS 06.45.340 under the nSr%berIn system
of the proposed b|I No other objections or other comm nts

Sec. 06.45.340 - 06.45.470. No objections or other comments.



Honorable Charles Parr -3- February 11, 1980

Sec. 06.45.480. The definition of “commissjoner" should be chanoed
to "‘commissioner' means the commissioner of commerce and economic
development or his designee;".

In summarK the proposed bill contain>a number of grovmons which the
|V|3|on af recommen ed f?r inclusion In Hrewous rafts of credit
umon e% atlon has man¥ similaritigs to the credit union
bill pre enty before the Senate Co merce Committee (proposed CSSB 225)
at 0 % g organlzat|on of the tw? IS is qulf |ff Lent in that
0se follows the format of a bill that has been in the
Le(]us ature |n one form or another since 1976 and proposed CSB 225
f Iows the outline of the Federal Cred|t Unlon Act. It 15 my under-
stang moJ at a ooncensus has been reac ed éthe vanoHs Intérests in
credit Unign legislation on th eCpro 0sed 5 and that action 1S to
be taken shortly by the Senate Commerce Committee on that bill.

| would be happy to answer further questions by the committee on the
proposed hill &S you direct

JJB/S122K



to. [- Members of the Committee DATE: January 24, 1980

FILE NO: §
TELEPHONE NO;
fromt  Julius J. Brecht Qr : Comments on Proposed
o Durvrs?on of Bank curitiss o Substitute for SB 225
Department of Commerce and The Credit Union Bill

conomic Development

Thrs committee has before |t a p po e "substrtute $new bill") for an
earlier revrsré) "old bill"), £0V| |n% for state-
chartered credit unrons Te oId brII 85 present to the committee
this past summer and commented on by the division. The draft of the new

brII Is dated December 14, 1979.

?/ou know, a egreat amount of time and effort has been spenton the old
brI on both House side and the Senate sige of the Alaska Legjslature
by this d |vrsron Much of the Ianguage of the old bill. came “from
th e credit unreh laws, of other states th Credit Union Act
and the Federa Credit Unron Act. Durrnri this past summer the new bl
was drafted and Presente to this committee, however, | have not had the

opportunity until now to offer comment on the provisions of that bill.

My comments on the new bill areas follows. The numberrn% of the comments
corresponds to the numbering of the sections in the new Bill

ARTICLE |. | note that, while there is an Article |, entitled
General Provisions," In the new bill, there are no other ?rtrcle
titles in 1t._Furthermore, | note that the bill intermingles
provisions on formation  and managemeht f a credit union, “super-
vision and regulatron of credit tnions by the department, financial
Eractrces of ¢redit unions, and conversion and receivership provi-
jons. In this respect. the outline used in the old bill would be
preferable from a draftrn style standpoint and from the standpoint
0f a user of the ropos% cre it _union act, | am aware that the
Wﬁose substitute 15 based on the Federal redit Union Act,

can see no reason to ro pagate th at |sorgan|zed drafting
?” In tpe Alaska statutes he 0 t||ne of the new bill (JS not
atal to the general |ntent {0 esta a state-¢ artere credit
hnroH system |n Alaska. 1 shall, here o[Je conJrne the bulk of ny
olfrrt ”eer 8r%m|rrttents to the substance of the bill ‘and not the general



Members of the Committee -2- January 24, 1980

Sec.. 06.45.010. , RESPONSIBILITY OF DEPARTMENT. In g) Jthls
it (T 8 ST S
v ul

soullgg] Bropnate d%t?ne h/thepde n|nt|on section at the
end of the DIIl (Sec n (b of the section, the term
"commissioner” is used. T at t rm is ‘defined as the "commissioner
of commerce and economic development” in the definition section.
would suggest that the term be deflned as the commlssmner of
commerce ”and eco omic 8ve %omenéC nee g IS, wa?/y

the rovmons 0 Sec. 06.45.010 |%/be e mtnated Imilar
the Ehrase by a person esugnated can be eliminated in Sec.
06.45.050 if “commissioner" s so defined.

Sec. 06.45.020. FCRVATION OF CREDIT UNION. . Throughout this section
there ‘is reference to an "organization certificate™ and an “associa-
tion, Both of these terms are foreign to the nomenclature of
IS my. recommendation that or%;amzatlon certlflcate be
replaced by articles of Incorporation” n |ines 5, 16, 18, 22, and
? e’2 of the new bill “and anywnere else that jt"js Used in
that bill. In addition, the term "association” h uld be replaced
by "credit union™ in lines 7, and 14 of page 20f the new bill.

Sec. 06.45.030. APPROVAL OF ORGANIZATION CERTIFICATE.  The title
of this section should be changed to "CERTIFICATES OF INCORPORATION
AD AUTHORITY" in that the Phr ses "certificate of |ncorp?rat|0n
and ' certtflcate of authority” are_those which are gehera ly used
I AS 0 e %uage used a) of tt&e section Taises a number
of questlons rom dmlmstratt standpoint. | wou ?gest
that the Iangua%e of the old bill e used in its place, Nat |t
clearly sets”oul the res fn3|b|llt|es of the |pc(§)rr$orators and

the ge artment In the aP ication grocess n | g requmngC that
the de artment make a finding of fact that the arti€les "of inCorpor-
ation and gaws of the ap |ca t credit union conform to éhe
Brovmons f the cha ter nd t at the name of the Eropose credit
nion 1s_not dece t|v S|m| ar to the name of another credit
union doing busingss In t e state. The Ianguage that | propose to
replace Sec. 06.45.030(a) of the new bill i follows:

"CERTIFICATES OF INCORPORATION A\D AUTHORITY, (a) The incor-
porators shall submit to the commissioner an application to
establish a credit union, includiny the proposed articles of
incorporation, bylav/s, and required fees. The commissioner
shall approve the application if he determines that:



(1) the articles of incorporation and bylaws conform to
'the provisions of this chapter and regulations that
may be adopted by the commissioner;

(2) the incorporators and directors of the proposed
credit union are of rood general character;

(3) the proposed credit union is economically feasible;

(4) the name of the proposed credit union is not decep-
tively similar to the name of any othercredit union
doing business in the state; and

(5) any conditions imposed by the department in granting

a certificate of incorporation have been fulfilled."

) SN T TR o 2
rep Iaced by theg language of the %T g%| that it cfear sets

?ut the res on3|b| 1t1és of th T department and_the org?nlzers
an?uage that | propose to replace Sec. 06.45.030(b) 0f the new

bill 15 as foIIows

"(b) The commissioner shall, within 60 days of receipt from
the incorporators of all information requested by him under
(a) ofthis section, either approve of disapprove the applica-
tion. If the commissioner approves the application, he shall
within the same 60-day period issue a certificate of incorpor-
ation and return a copy of the articles of incorporation and a
copy of the bylaws to the incorporators to be preserved in the

permanent files of the credit union.
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"(c) The department shall issue a certificate of authority to
engage in a credit union business to the proposed credit union
if the clredit union has obtained shares insurance as required

under sec. 260 of this chapter and has satisfied other require-

ments imposed by the department.”

Finally, | would suggest that the following be added to Sec. 06,45.030
of the” new bill:

"(d) Acredit union may not transact credit union business
until the department has issued a certificate of authority to
the credit union and a credit union must dis:ontinue that
business if the department revokes that certificate."

In this way, the act will clearly provide thaf tie organizers ma
not cond ucY business as a cred|tyuR|on until %ma? apgroval %a Y
been obtained from the department.

Sec. 06.45.040. OPERATING FEES. This section Prowdes for the
assessment of fees based on total assets of a credit union and that
those fees are ? gaz for the administration of the Act. Under

AS 06.01.010, all other financial 1nstitutions subéect to requla-
tion of the deBartment must Qa%t e.expenses of thé department
reasonably incUrred In the examination or Investigation of those
Institutions. The proposed assessment of operating fees as set out
In Sec. 040 of }he New b|l| would, treat cr?dn unions differentl
from all other inancial! institutions requlated under AS 06.
recommendation 1S that the entire Sec. be replaced by the
following language:

"EXAMINATION A\D INVESTIGATION FEES, (a) Expenses incurred
by the department in processing an application for approval of
a proposed credit union, a branch of a credit union, or a

conversion or merger of a credit union, shall be charged to
and paid by the applicant in accordance with AS 06.01.010.
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"(b) Acredit union examined under AS 06.45.050 shall pay an
examination fee as provided in AS 06.01.010.

"(c) Failure of a credit union to pay an amount provided in
(b) of this section within 30 days of receipt of billing from
the department is grounds for the revocation of the certificate
of authority of the credit union."

Sec. 06.45.050. REPORTS A\D EXAMINATIONS.  As stated in ny com-
ments to Sec. 06.45.010, the phrase "by a person designated” in (g)
of the sect|0h on Tines 8 and' 9 of page 4 of the new DIl should be
deleted with the apPropnate addition "to the definition of commis-
sioner at the end of the bil]. Furthermore, provision should be
made foy the department to share examtnatton reﬁorts with
Natiqnal Credtt Union Administration as the insurin ?enc
grovmon should he made for %he commissiqner to acceg an
xamination report in place of an Independent state examipation. |
hasten to point out, however, that the state should take fuII
respon3|b lity for the examination of state- chartered cre It umons
that the deferral to the federal a%enc should be used srﬁtarlngy
f at all. Inaddition, 1t should be noted that this sectto
rathe r brief. It §s unclear whether the commissioner would, given
the language. of this section, have the authority to subpoena wit-
nesses, administer oaths, compel the gtvm% of testimony, ang
require the supmission cf docthents 's no provision for an
examiner to take an oath that ne will honest and” impartially
examine and report the condltlon of credjt untons FlnaII the
acrony A" should be used in place of the National Credlt Union
Administration In that that agency Is referred to several times
within Secs. 50 and 260. appro riate definition of NQUA should
be added to Sec. 06 45.300. therefore, propose the following
language for Sec. 50;

"REPORTS AND EXAMINATIONS, (a) A-credit union organized,

converted or merged into a state-chartered credit union under
this chapter is under the supervision of the commissioner,

must make an annual financial report to the commissioner, and
must make other financial reports required by regulation
adopted by the commissioner.
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"(b) A-credit union is subject to examination by the commis-
sioner. The commissioner shall upon request made available
reports of condition and examination reports to NCUA and may
accept examination reports made on behalf of NQUA in place of
the commissioner's examination report required by this subsec-
tion.

"(c) Acredit union, its officers and agents are required to
give the commissioner full access to all books, papers, securi
ties, records and other sources of information under their
control.  For purposes of examination, the commissioner has
the power to (1) subpoena witnesses, (2) administer oaths,

(3) compel the giving of testimony, and (4) require the sub-
mission of documents.

"(d) The examiners of the department who examine credit
unions shall take an oath that they will honestly and impar-
tially examine and report the condition of credit unions as to
assets and liabilities, and that they will report other infor-
mation as may be required by the department, that they will

not disclose the information they obtain through the examina-
tion to any person other than the department, and that they

are not and will not serve as officers or employees of credit
unions conducting business in the state and subject to the
regulation of the department while there are examiners."
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Sec. 06.45.060. POWERS, Under ga)(S)(A)g) of this section, the
department 1s to determine the median’sale pr|ce of smgle family
residential real property in }he various geograp ical areas In the
state and to maintain that information so”that the credit union may
determine a sales price which is not more than 1509 of that median
sales price, The provisions of this subsection are extremel
cumber ome In that they mvoIve the dePartment in making evalua-
tiqns h flnanmal marketg ace. |% mE/ recommendation that
(a (5) of this section be replaced by the provisions of the
bl WhICh are as follows:

"A credit union may make real estate loans under the following
conditions:

(1) a residential real estate loan to finance a one-to-
four family dwelling, for the residence of a credit
union member, may have a maturity in excess of 12
years but not to exceed 30 years, if

(A) the loan is secured by a first lien on the real
property in favor of the credit union;

(B) the loan does not exceed 80 percent of the
value of the real property determined by an
independent qualified appraiser, except that

(i) the loan amount of an insured or guaranteed
loan may equal the maximum percentage of

the value 'if the real property acceptable
to the insuring or guaranteeing agency;
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(2)

®)

(1i) the loan amount may equal up to % percent
of the value cr the real property if
mortgage insurance on the real property is
obtained from a private mortgage insurance
company, and that insurance covers the
amount of the loan in excess of 75 percent
of the value of the real property and
remains in force until the mortgage is
reduced to 80 percent of the value of the
real property; and

(C) the loan is consistent with regulations that
may be adopted by the commissioner.

The total dollar amount of real estate loans out-
standing may not exceed 25 percent of the assets of
the credit union without prior written consent to
the commissioner. However, this limitation does not
include real estate loans with becurities not ex-
ceeding 12 years.

A credit union with assets less than $3 million may
make real estate loans only with prior written

consent of the commissioner."
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also note nder ag(S&(A)(ng of this section which deals with
bIe home oans t ere | provision for an aggregate
oII r limit base on assets of th credrt union, | woul? sug est
hat the gu |nes for resrdentral reaI estate loans be ?ke
rmobrl homa oans as well. . That 1s, | suggest that in line
five on gage tive of the new bill the foIIowrng language be added
after the Word "home":

"where the loan conforms to the provisions of (a)(5)(A)(i) of
this section and [WHICH]."

| would also note that In I|ne nine of r%a(];e five of the bill there
IS reference to a 15-year limitation. be a typographical
error in that the Timitation provided in a)(5 of this séction is

12 years.

Under 3(5% g gof the section, | note that the rate of |nterest
charge F i balances rna{J not’ exceed 124 (Per annum. It s ould
be pointed out that under 85 a natr nal bank ma ch arge
interest on loans at the rate aIIowe In the state where th e ban

Is located. This language was enacted in the late 18003 and h %
been interpreted to mean”that a national bank may ch ar%e the highest
rate available notwithstanding any restrictions |m£Jose on state-
chartered banks in the state. T{terefor , 1T the usury cerlrnq set
out In AS 45.45.010(b) were to slip below, 12 percent at some Tim

In the future, state-thartered banks savrn S and oan assocra
trons mortaage companies, frnd all ? Fersi) % in the M would
be subject to”the u ur cei |ng whre national banks cou f arge
the higher rate of Cpercen those circumstances should
occeur, " | Would then recommena that the legislature reconsider the
12 percent ceiling.

| note in (3) ES)(D ) and ( of Sec. 60 that the phrase "credit
union assocjations” s usedand Is defined in Sec.06,45,300(3).
The phrase is somewhat broad and may need further clarification.

| note in 8%(6) of Sec. 60on line 6 of page 7 of the new Dill
that a cre unron Is authorized to 'recervefrom |ts members and
from others payments on shares.. rt mphasis added] The term
"others" needs to be defined or elrmr ated.

Under (a)(jE}}L of S c. 60 ther B Hrovrsron for Investm éent in the

d
t

s ares or S|ts o a centra credit unroF " t should be noted
this ?s not grovrde for a % tha ﬂ ?l unjon In
as a ere ore the provisions o will favor Investment
out of the state.
Sec. 06.45.100. COMPENSATION. | recommend that as a matter of

clarification, the second sentence of this section be changed to
the following:



"Reasonable health, accident, and sinilar insurance protection
are not considered compensation for purposes of this chapter.”

Sec. 06.45,120. BOARD COF DIRECTORS.  Under (b% of thrs sectron
there 1S Irsted a number of actions which the board of directors
must take or address. ggest that, In addition to those listed,
the following language e a

"(9) nperform or authorize any action consistent with this
chapter not specifically reserved by the bylaws for the mem

bers."

In this way a board will have the flexibility to address other
matters which it should consider in setting ‘policy of its credit
union.

In_addition, | %uestron the advisability of including paragraph
(??(8) of S gc %0 regurrrnﬁ; the board to 3e { the com %r]sa 1ron for
Icers and employees. That Is, the board Is respons or
hiring a general” manager who |n turn IS responsible for hiring and

compénsating other officers and employees of the credit union:

Sec. 06.45.220, RECEIVERSHIP This section deals with suspensjon
and receivership. The term "receivership" is used in this section,
however It s foreign to th e li urdatron and dissolution of a
credit union. | recommend that the following two sections para-
phrased from the old bill replace Sec. 220:

Sec. 06.45.220. SUSPENSION, (a) If it appears that a credit
union is insolvent, or has wilfully violated the provisions of
this chapter, or is operating in an unsafe or unsound manner,

the commissioner may issue an order as provided in AS 06.01.030(a)

taking possession of the credit union and temporarily suspending
the operations of the credit union. The board of directors
shall be given notice of the suspension, and the notice shall
include a list of the reasons for the suspension and a list of
the specific violations of this chapter.
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o%

an a
convertn federal credit union, pay the reasona

"(b) If after a hearing under AS 06.01.030(a), at which
the credit union may submit a plan to continue operations, the
commissioner determines that one or more of the conditions
listed in (a) of this section have occurred or are occurring,
the commissioner may issue a permanent order to cease the
activity causing the conditions or may revoke the certificate
of authority of the credit union, appoint a liquidating agent
and liquidate or cause the liquidation of the credit union in
accordance with AS 06.45.225.

"(c) The department shall set out further procedures for
the suspension of a credit union.

"Sec. 06.45.225. DISSOLUTION AND LIQUIDATION. At a meeting
called to consider the matter, a majority of the membership of
a credit union may dissolve the credit union, provided notice
of the meeting and the proposed action was mailed to the
members of the credit union and the commissioner at least 30
days before the meeting. The procedure for the dissolution
and liguidation of a credit union shall be set out by the

commissioner by regulation."

?6 45, %5 CONVERS This ecpon Rrowd S for conversion
dera credit union 10 state-charter and visa versa. HOwever,
oes ncf rowd? for the de(;)artment to conduct rf] mvesﬂgatlon
plication for conversion, nor does It B th

e c ts mcurred

ré/commenﬁp . The fofPoVwantg'g?“”ﬁ%ageebSOQ(cheré")?té‘P el

"chapter” at the end of (3) of t

e Section:



sioner an application to convert, the commissioner conducts an
investigation of the proposed conversion and approves it."

Sec. 06.45.260. INSURANCE OF MBVBER ACCOUNTS., This section makes
the obtaining _of |nsurance of accounts dlscretlonary on the part of

the credit union. auc . rovmog nﬁg d to very serigus conse-
quences |f e credit union shoul 0se not to obtain Insurance
either fhrough the NOUA or some a ternat|ve |nsurer Con3|derable
testimony has heen taken on this question eforg Senate Commerce
Committee this past summer. It is my recommendation that Irrjrance
of accounts through NOUA be mandatory with no alternatives af this
time. The |fsue of alternative insurance is a complex one that
needs carefu review and can be raised at a subsequent legislative
session after apPropnate research has been conducted.. I, there-
fore, recommend’ the following language to replace Section’ 260:

"SHARE INSURANCE, (a) All credit unions chartered under this
chapter, or credit unions in operation at the time of issuance
of a certificate of authority under this chapter must submit
evidence of share insurance coverage from NCUA If a credit
union is closed because of insolvency, the commissioner may
appoint the NOUA as the liquidating agent.

"(b) Credit unions that do not maintain share insurance
coverage as specified In this section, shall be liquidated by
the commissioner or his designee in accordance with AS 06.45.225."

Sec. 06.45.300. DEFINITIONS. ~Under (1) of this section the term
comm|33|oner is defined as "the commissioner of commerce and
econ mic deve opment " | recommend that this definition nclude

IS designee,” In this way, the proposed act will use the same

nomenclature as 1S found in other acts under AS 06

In addition, | recommend tha% "NCUA" be defined as the Natiopal
Credit Union_Administration for reasons stated in my discussion of

Sec. 06.45.050.
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In ad%rtron to the apove comments, | find that the nrfw bill is silent on
a numoer of Issues that were addressed In the old bifl. For example,
there are no provrsrons spellin out the procedures for merger of ‘credit
unions, conflict of interest of directors, branch mg Rgrtmenfl
authority to require directors meetings, unauthorizéd cohduct of credit
union business, transfer of credit unron property to preferred creditors,
deceptron of the department or Jts em opees ga credit union or repre-
sentative of a credrt union, false reporfing t the epartment, receipt

deposits ¥a cred |t unron while msolve t, ltapility of members,
|rectors 0ftic p and ewgo yees, and other penaltre [, therefore,
recommend’ the _fo Iowrn itions be made to the new bill at the general
locations indicated y the proposed section numbers so as to provide for
prudent regulation of credit unions:

"Sec. 06.45.125. CONFLICT OF INTEREST, (a) Adirector, committee
men* 1, officer, agent or employee of the credit union may not,
directly or indirectly, participate in the deliberation upon or the
determination of any question affecting his pecuniary interest or
the pecuniary interest of a corporation, partnership or association,
other than the credit union in which he is directly or indirectly
interested.

"(b) In addition to other penalties, a person who violates
this section may not serve as an officer, agent, or employee of a
credit union.

"Sec. 06.45.255. MERGER  Acredit union, with the approval of the

commissioner after conducting an investigation and after the payment
of a fee by the credit union in accordance with AS 06.01.010, may

merge with another credit union under the charter or existing
certificate of authority of that other credit union and under a
plan agreed upon by a majority of the boards of directors of each
merging credit union and approved by the affirmative vote of at
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least a majority of the members of each credit union present at the
meeting legally called to approve the plan. Amerging credit union
shall call a meeting to approve the plan. The commissioner shall,
by requlation, set out the procedure for mergers of credit unions.

"Sec. 06.45.256. BRANCH OFFICE FACILITIES, (a) With the written
approval of the commissioner, a credit union may establish a branch
office at a location other than at its main office. The commissioner
may, by regulation, establish the content of the application for a
branch office. The cost of the investigation incurred by the
department shall be paid by the applicant in accordance with

AS 06.01.010.

"(b) The commissioner shall approval an application by a
credit union under (a) of this section and issue a certifcate
of authority if he determines that

(1) the branch office proposal is economically feasible;

(2) the name of the branch office is not deceptively
similar to another credit union doing business in the
state;

(3) the requirements of this chapter have been satisfied;
and
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(4) any conditions imposed by the department have been
fulfilled or agreed to.
(

"(c) Acredit union may not conduct a credit union Vsiness
through a branch until v.he department has issued a certificate of
authority to the credit union e,d a credit union must discontinue
that business through the branch if the department revokes that
certificate.

"Sec. 06.45.271. REQUIRED DIRECTORS' MEETINGS A\D STATEMENTS TO
THE DEPARTMENT.  When the department considers it necessary, it may
require a meeting of the board of directors of a credit union to be
held in the manner and at the time and place the department directs.
Areport of an examination required or allowed by this chapter, the
conclusions drawn from the examination by the department, and any
other matters concerning the operation and condition of the credit
union may be presented to the hoard of directors by the department.
Each member of the hoard of directors shall furnish to the depart-
ment a statement that he has read and is familiar with the documents
referred to in this section and any recommendations of the department
contained in them.

"Sec. 06.45.272.  UNAUTHORIZED CONDUCT OF CREDIT UNION BUSINESS.
It is a class Amisdemeanor for a person, except corporations
formed under the provisions of this chapter or another credit union
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law, or an association of credit unions end its chapters, to con-
duct business under a name or title which contains the word "credit
union" or a derivation of them, or to represent himself in his
advertising or otherwise as conducting business as a credit union.

"Sec. 06.45.273. TRANSFER OF CREDIT UNION PROPERTY TO PREFERRED

CREDITOR IS VOID.  The transfer by a credit union of its property,
money or assets, after it becomes insolvent in o.ue-* to prefer one
creditor over another, or to prevent the equal distribution of its
property and assets among its creditors, is void.

"Sec. 06.45.274. DECEPTION OF THE DEPARTMENT (R ITS EMPLOYEES. A
person who knowingly subscribes to, or makes or causes to he made,
a false statement, or enters a false figure, or entry in the books
of a credit union in the state or who knowingly subscribes, makes
or circulates a false report or statement about the condition of a
credit union in the state, with intent to deceive the department or
a person authorized to examine the affairs of the credit union is
guilty of a class C felony.

"Sec. 06.45.275. FALSE REPORT TO DEPARTMENT. A persons who certi-
fies and subscribes a report which is wilfully false in any material
effect is guilty of a class A misdemeanor.



"Sec. 06.45.276. RECEIPT OF DEPOSITS WHILE INSOLVENT. Adirector,
officer, or employee of a credit union who fraudulently receives a
deposit knowing that the credit union is insolvent is guilty of a
class A misdemeanor.

"Sec. 06.45.277. LIABILITY OF MEMBERS, DIRECTORS, OFFICERS A\D
EMPLOYEES, (a) The members of a credit union are not personally
or individually liable for the debts of the credit union.

"(b) Adirector, officer or employee of a credit union who
knowingly approves or permits money of the credit union to be
invested or loaned in an excessive, careless or dishonest manner is
personally liable for all damages for which the credit union,
members, depositors, or any ether person sustains because of the
violation. The liability may be enforced against the director,
officer, or employee by action in the Superior Court.

"Sec. 06.45.278. PENALTY. A person who knowingly violates a
provision of this chapter for which no specific penalty is provided
is guilty of a class Amisdemeanor. In case of violation by a
corporation, the corporation is punishable by not more than $5,000."

The above comments are somewhat detailed and lengthy, however, | believe
that, if the Le |sIatHre S t0 eg ?b Ish a state-chartered credit UnIOH
? stem, .th?se E Rgse 8hang§s will e ngcessarg at a minimum, to provide

ra viable, Sound, and competitive credit union system in the best

interests of the Alaskan public.

| would be happy to answer questions regarding the above comments or
other _(w]estlons that members é)f the committee” may have with regard to
establishing a state-chartered credit union systém in Alaska.

JJB/sI26G
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