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D E P A R T M E N T  O F  C O M M E R C E  &
ECO XO M i C  D E V  ELO  P  H  E XT
DIVISION OF BANKING, SECURHES, SMALL LOANS b CORPORATIONS

February 11, 1980

P O U C H  D  

J U N E A U .  A L A S K A  9 9 8 1 1

Honorable Charles Parr
Chairman, House Jud ic ia ry  Committee
Pouch V
Juneau, Alaska 99811
Dear Mr. Parr:

Re: Proposed CS HB 452, The Credi t Union Bill
This l e t t e r  is in response to your request fo r  me to submit de ta i led 
comments on the proposed committee su b s t i t u t e  introduced by Represen­
t a t i v e  Joe McKim.on to HB 452, a b i l l  which provides fo r  s ta te-chartered 
c r e d i t  unions.
As you know, Representa t ive McKinnon s ta ted  th a t  the proposed committee 
sub s t i t u te  ("proposed b i l l " )  uses the federal c r e d i t  union ac t  as a 
guide in se t t ing  out the powers of s ta te-char tered c r e d i t  unions. In 
addi t ion, the proposed b i l l  incorpora tes a number of the fea tu res  recom­
mended by the d iv is ion  in hearings on previous vers ions of state-chartered 
c r e d i t  union enabling l eg i s l a t io n .
My comments are se t  out below and keyed to the sec t ions of the proposed 
b i l l .

Sec. 06.45.010 - 06.45.030. No object ions or comment.
C o u  Id. L '-C '/ ’Sec. 06.45.040. I suggest th a t  the p roh ib i t ion  should be agains t  

/ using a name th a t  is "decept ive ly s im i la r  or the same as" the name 
fit- ( 1 ,i of an ex is t ing  c r e d i t  union.

fcv/ ’  T t f r  • Sec. 06.45.050 - 06.45.060. No objections or o ther  comments.
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Sec. 06.45.050 - 06.45.060. No objections or o ther  comments.
Sec. 06.45.070. Paragraph (8) of th is  sec t ion re fe r s  to AS 06.45. 
bj£t th a t  sec t ion i s  not included in my copy of the proposed b i l l .  
Paragraph (9), (17) and (18) appear to go beyond the provis ions of 
the Federal Credit Union Act. In p a r t i c u l a r  with regard to (18) 

(the provisions fo r  fu l l  t r u s t  powers under AS 06.25 go beyond the 
federal act .  The provisions fo r  "Keogh" and " I r a "  plans (P.L. 
89-809 and 93-406) are allowed fo r  federal c r e d i t  unions. The 
provisions of paragraph (21) are often contained in the bylaws of 

.federal c r ed i t  union. * K / . ^  s ■
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Honorable Charles Parr
.
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Sec. 06.45.080. No objections or other comment.
Sec. 06.45.090. In (d)(5) of the sec t ion , the reference to 
AS 06.40.290 should be changed to AS‘06.45.280 using the numbering- v
system of the proposed b i l l .  t

n \ o 4
f >° ,

Sec. 06.45.100 - 06.45.125. No objec t ions or other comments.
Sec. 06.45.130. The reference to AS 06.45.150 in .(e) of the sec- 0 ^  ‘
t ion  should be changed to AS 06.45.140 under the numbering system 
of the proposed b i l l .
Sec. 06.45.140 - 06.45.160. No objec t ions or o ther comments.

ni/ > M
Sec. 06.45.170. In (a)(4) of the sec t ion , the reference to u  £ 5
AS 06.45.330 should be changed to AS 06.45.130 - 06.45.140 under
the numbering system of the proposed b i l l .
Sec. 06.45.180. No objections or o ther  comments.

>(*Sec. 06.45.190. Missing from my copy of the proposed b i l l .  £<?
Sec. 06.45.200. No objection or o ther comment.
Sec. 06.45.200. This section number is  redundant with respect to
the previous sec t ion.  No other ob jec t ion or comment.
Sec. 06.45.210 - 06.45.240. Missing from my cop> of the p roposedo^ / P  
b i l l .

o K ' ' "
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Sec. 06.45.250. No objections or o ther comment.
Sec. 06.45.220. This sec tion number is out of sequence, 
ob jec t ions or comments.

No other

Sec. 06.45.230 - 06.45.270. No object ions or. other comment.
Sec. 06.45.280. I t  appears tha t  the provisions of paragraph (5) go

• : beyond the federa l act . 3
Sec. 06.45.290 - 06.45.320. No object ions or o ther  comments.
Sec. 06.45.330. The reference to AS 06.45.360 in (b) of the sec- ^  ^
t ion should be changed to AS 06.45.340 under the numbering system 
of the proposed b i l l .  No other ob jec t ions or o ther comments.
Sec. 06.45.340 - 06.45.470. No ob jections or other comments.
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Sec. 06.45.480. The d e f in i t ion  of "commissioner" should be changed 
to "'commissioner' means the commissioner of commerce and economic

W

development^  hTs'fos igne^ i l^-- / £ / A A f  / / U  f ^ J L ^ C S

In summary, the proposed b i l l  contains a number of provisions which the 
d iv is ion  has recommended fo r  inclus ion in previous d ra f t s  of c red i t  
union l e g i s l a t i o n .  The b i l l  has many s im i l a r i t i e s  to the c r e d i t  union 
b i l l  p re sen t ly  before the Ser . te  Commerce Committee (proposed CSSB 225) 
although the organization of the two b i l l s  i s  qui te  d i f f e r en t  in th a t  
the proposed CS HB 452 follows the format of a b i l l  tha t  has been in the 
Leg is la tu re  in one form or another since 1976 and proposed CSSB 225 
follows the ou t l ine  of the Federal Cred i t  Union Act. I t  is my under­
standing th a t  a concensus has been reached by the various i n te r e s t s  in 
c r e d i t  union l e g i s l a t i o n  on the proposed CSSB 225 and th a t  act ion i s  to 
be taken sho r t ly  by the Senate Commerce Committee on tha t  b i l l .
I would be happy to answer fu r t h e r  quest ions by the committee on the 
proposed b i l l  as you d i rec t .

Ju l iu s  /S. Brecht 
Direc tor

JJB/sl22K
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Honorable Charles Parr 
Chairman, House Jud ic ia ry  Committee 
Pouch V
Juneau, Alaska 99811
Dear Mr. Parr:

Re: Proposed CS HB 452, The Credit Union Bill
This l e t t e r  is in response to your request fo r  me to submit de ta i led  
comments on the proposed committee sub s t i tu te  introduced by Represen­
t a t i v e  Joe McKinnon to HB 452, a b i l l  which provides fo r  s tate-chartered 
c r e d i t  unions.
As you know, Representative McKinnon sta ted tha t  the proposed committee 
sub s t i t u t e  ("proposed b i l l " )  uses the federal c red i t  union ac t  as a 
guide in se t t ing  out the powers of sta te-chartered c red i t  unions. In 
addi t ion, t.he proposed b i l l  incorporates a number of the features recom­
mended by the div is ion in hearings on previous versions of s ta te-chartered 
c r e d i t  union enabling l e g i s la t io n .
My comments are se t  out below and keyed to the sections of the proposed 
b i l l .

Sec. 06.45.010 - 06.45.030. No object ions or comment.
Sec, 06.45.040. I suggest tha t  the prohibit ion should be against  
using a name tha t  is  "deceptively s im ila r  or the same as" the name 
of an ex is t ing c r ed i t  union.
Sec. 06.45.050 - 06.45.060. No objections or other comments.
Sec. 06.45.070. Paragraph (8) of th is  section re fe rs  to AS 06.45.276, 
but tha t  section i s  not included in n\y copy of the proposed b i l l .  
Paragraph (9), (17) and (18) appear to go beyond the provisions of 
the Federal Credit  Union Act. In p a r t i cu la r  with regard to (18) 
the provisions fo r  fu l l  t r u s t  powers under AS 06.25 go beyond the 
federal act .  The provisions for "l.eogh" and "I ra" plans (P.L.
89-809 and 93-406) are allowed for -fpderal c red i t  unions. The 
provisions of paragraph (21) are o. i  .< contained in the bylaws of a 
federal c red i t  union.

OB-H14LH
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Sec. 06.45.080. No objections or o ther comment.
Sec. 06.45.090. In (d)(5) of the sec t ion, the reference to
AS 06.40.290 should be changed to AS 06.45.280 using the numbering
system of the proposed b i l l .
Sec. 06.45.100 - 06.45.125. No objections or other comments.
Sec. 06.45.130. The reference to AS 06.45.150 in (e) of the sec­
t ion  should be changed to AS 06.45.140 under the numbering system 
of the proposed b i l l .
Sec. 06.45.140 - 06.45.160. No objections or other comments.
Sec. 06.45.170. In (a)(4) of the sec t ion, the reference to
AS 06.45.330 should be changed to AS 06.45.130 - 06.45.140 under
the numbering system of the proposed b i l l .
Sec. 06.45.180. No objections or o ther comments.
Sec. 06.45.190. Missing from my copy of the proposed b i l l .
Sec. 06.45.200. No objection or other comment.
Sec. 06.45.200. This section number is redundant with respect to
the previous sec t ion. No other object ion or comment.
Sec. 06.45.210 - 06.45.240. Missing from my copy of the proposed 
b i l l .
Sec. 06.45.250. No objections or other comment.
Sec. 06.45.220. This sec tion number is out of sequence. No other 
ob jec t ions or comments.
Sec. 06.45.230 - 06.45.270. No objections or other comment.
Sec. 06.45.280. I t  appears tha t  the provisions of paragraph (5) go 
beyond the federal ac t .
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
t ion should be changed to AS 06.45.340 under the numbering system 
of the proposed b i l l .  No other objections or other comments.
Sec. 06.45.340 - 06.45.470. No objections or other comments.
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Sec. 06.45.480. The de f in i t ion  of "commissioner" should be changed 
to "'commissioner' means the commissioner of commerce and economic 
development or his designee;" .

In summary, the proposed b i l l  c o n t a in > a number of provisions which the 
d iv is ion  has recommended fo r  inclus ion in previous d ra f t s  of c red i t  
union l e g i s l a t io n .  The b i l l  has many s im i l a r i t i e s  to the c r ed i t  union 
b i l l  presen t ly  before the Senate Commerce Committee (proposed CSSB 225) 
although the organization of the two b i l l s  is  qui te d i f f e r e n t  in tha t  
the proposed CS HB 452 follows the format of a b i l l  th a t  has been in the 
Legis la ture in one form or another since 1976 and proposed CSSB 225 
follows the out l ine  of the Federal Credit  Union Act. I t  is my under­
standing tha t  a concensus has been reached by the various in te r e s t s  in 
c r e d i t  union l e g i s l a t io n  on the proposed CSSB 225 and tha t  act ion is to 
be taken shor t ly  by the Senate Commerce Committee on tha t  b i l l .
I would be happy to answer fu r th e r  quest ions by the committee on the 
proposed b i l l  as you d i r e c t

JJB/S122K



to: [- Members o f the Committee DATE: January 24, 1980
FILE NO: §

from: Ju l iu s  J .  Brecht or
Division of Bank c u r i t i s s
Department of Commerce and

or

TELEPHONE N O ;

SUBJECT: Comments on Proposed 
Sub s t i tu t e  fo r  SB 225 
The Credit Union Bi l l

Economic Development

This committee has before i t  a proposed su b s t i t u t e  ("new b i l l " )  fo r  an 
e a r l i e r  rev is ion  of CSSB 225 ( "o ld  b i l l " ) ,  a b i l l  providing fo r  s ta te- 
chartered c r e d i t  unions. The old b i l l  was presented to the committee 
th i s  past summer and commented on by the d iv is ion .  The d r a f t  of the new 
b i l l  i s  dated December 14, 1979.
As you know, a grea t  amount of time and e f f o r t  has been spent on the old
b i l l  on both the House s ide and the Senate side of the Alaska Leg is la tu re
and by t h i s  d iv is ion .  Much of the language of the old b i l l  came from 
the c r e d i t  union laws of o the r  s t a t e s ,  the CUNA Model Credit Union Act, 
and the Federal Credi t  Union Act. During th i s  past summer, the new b i l l  
was draf ted and presented to  t h i s  committee, however, I have not had the 
opportunity un t i l  now to o f f e r  comment on the provis ions of t h a t  b i l l .
My comments on the new b i l l  are as follows. The numbering of the comments
corresponds to the numbering of the sec t ions in the new b i l l .

ARTICLE I. I note t h a t ,  while there is an A r t i c le  I, e n t i t l e d  
"General Prov is ions,"  in the new b i l l ,  there are no o ther a r t i c l e  
t i t l e s  in i t .  Furthermore, I note t h a t  the b i l l  in te rmingles 
provisions on formation and management of a c r e d i t  union, super­
vis ion and regu la t ion  of c r e d i t  unions by the department, f inanc ia l  
p rac t ice s  of c r e d i t  unions, and conversion and rece ive rsh ip  provi­
s ions. In th i s  respec t  the ou t l ine used in the old b i l l  would be 
p re ferab le  from a d ra f t ing  s ty le  standpoint and from the s tandpoint 
of a user of the proposed c r e d i t  union ac t . I am aware th a t  the 
proposed s u b s t i t u t e  i s  based on the Federal Credit Union Act.
While I can see no reason to  propagate tha t  disorganized d ra f t ing  
s ty l e  in the Alaska s t a t u t e s  the ou t l ine  of the new b i l l  i s  not 
fa ta l  to the general i n t e n t  to e s tab l i sh  a s ta te-char te red c r e d i t  
union system in Alaska. I sh a l l ,  there fo re ,  confine the bulk of my 
fu r th e r  comments to the substance of the b i l l  and not the general 
ou t l in e  of i t .
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Sec. 06.45.010. RESPONSIBILITY OF DEPARTMENT. In (a) of t h i s  
sec t ion , the reference to the "Department of Commerce and Economic 
Development" should be replaced by "department," and "department" 
should be approp r ia te ly  defined in the d e f in i t io n  sec t ion a t  the 
end of the b i l l  (Sec. 06.45.300). In (b) of the sec t ion ,  the term 
"commissioner" i s  used. That term is defined as the "commissioner 
of commerce and economic development" in the d e f in i t io n  sec t ion .  I 
would suggest t h a t  the term be defined as " the  commissioner of 
commerce and economic development or his designee." In t h i s  way, 
the provis ions of Sec. 06.45.010(c) may be el iminated. S imila r ly , 
the phrase "by a person designated" can be el iminated in Sec. 
06.45.050 i f  "commissioner" i s  so defined.
Sec. 06.45.020. FORMATION OF CREDIT UNION. Throughout t h i s  section 
there i s  re ference to an "organizat ion c e r t i f i c a t e "  and an "as soc ia ­
t io n . "  Both of these terms are foreign to the nomenclature of 
AS 06. I t  is my recommendation th a t  "organ iza t ion c e r t i f i c a t e "  be 
replaced by " a r t i c l e s  of incorpora tion" in l in e s  5, 16, 18, 22, and 
25 of page 2 of the new b i l l  and anywhere e l se  th a t  i t  i s  used in 
th a t  b i l l .  In add i t ion , the term "as soc ia t ion"  should be replaced 
by " c r e d i t  union" in l ines  7, and 14 of page 2 of the new b i l l .
Sec. 06.45.030. APPROVAL OF ORGANIZATION CERTIFICATE. The t i t l e  
of t h i s  sec tion should be changed to "CERTIFICATES OF INCORPORATION 
AND AUTHORITY" in tha t  the phrases " c e r t i f i c a t e  of incorporat ion" 
and " c e r t i f i c a t e  of au thor i ty "  are those which are genera l ly  used 
in AS 06. The language used in (a) of the sec t ion ra i se s  a number 
of quest ions from an adm in is t ra t ive  standpoin t .  I would suggest 
th a t  the language of the old b i l l  be used in i t s  place, in t h a t  i t  
c l e a r ly  se t s  out the r e s p o n s ib i l i t i e s  of the incorporators and of 
the department in the app l ica t ion  process, including requ i r ing  th a t  
the department make a f inding of f ac t  t h a t  the a r t i c l e s  of incorpor­
a t ion and bylaws of the appl ican t  c r e d i t  union conform to the 
provisions of the chapter and th a t  the name of the proposed c r e d i t  
union i s  not decept ively s im ila r  to the name of another c r e d i t  
union doing business in the s t a t e .  The language th a t  I propose to 
replace Sec. 06.45.030(a) of the new b i l l  i s  as follows:

"CERTIFICATES OF INCORPORATION AND AUTHORITY, (a) The incor­
pora tors shal l  submit to the commissioner an app l ica t ion  to 
e s t ab l i s h  a c r e d i t  union, includiny the proposed a r t i c l e s  of 
incorpora t ion, bylav/s, and required fees .  The commissioner
shal l  approve the app l ica t ion  i f  he determines tha t :



(1) the a r t i c l e s  of incorporation and bylaws conform to 
' th e  provisions of th is  chapter and regula t ions th a t
may be adopted by the commissioner;

(2) the incorporators and d i r e c to r s  of the proposed
c r e d i t  union are of rood general cha rac te r ;

(3) the proposed c r e d i t  union is economically f e a s ib le ;

(4) the name of the proposed c r e d i t  union is not decep­
t i v e l y  s im i la r  to the name of any o ther c r e d i t  union
doing business in the s t a t e ;  and

(5) any conditions imposed by the department in granting
a c e r t i f i c a t e  of incorporation have been f u l f i l l e d . "

For reasons s im i la r  to those expressed regarding Sec. 30(a) of the 
new b i l l ,  I suggest th a t  the language of (b) of t h a t  sec t ion be 
replaced by the language of the old b i l l  in t h a t  i t  c l e a r ly  se ts  
out the r e s p o n s i b i l i t i e s  of the department and the organizers .  The 
language th a t  I propose to replace Sec. 06.45.030(b) of the new 
b i l l  is as follows:

"(b) The commissioner sh a l l ,  within 60 days of r e ce ip t  from 
the incorpora tors of a l l  information requested by him under
(a) of t h i s  sec t ion, e i t h e r  approve of disapprove the app l ica ­
t ion .  I f  the commissioner approves the app l ica t ion ,  he shal l  
within the same 60-day period issue a c e r t i f i c a t e  of incorpor­
a t ion and re turn a copy of the a r t i c l e s  of incorporat ion and a 
copy of the bylaws to the incorporators to be preserved in the 
permanent f i l e s  of the c r e d i t  union.
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"(c) The department shal l  issue a c e r t i f i c a t e  of au tho r i ty  to 
engage in a c r e d i t  union business to the proposed c r e d i t  union

i
i f  the c r e d i t  union has obtained shares insurance as required 
under sec. 260 of t h i s  chapter and has s a t i s f i e d  o the r  requ ire ­
ments imposed by the department."

Final ly, I would suggest tha t  the following be added to Sec. 06,45.030 
of the new b i l l :

"(d) A c r e d i t  union may not t r an sac t  c r e d i t  union business
un t i l  the  department has issued a c e r t i f i c a t e  of au tho r i ty  to
the c r e d i t  union and a c r e d i t  union must d i s :on t inue  t h a t
business i f  the department revokes th a t  c e r t i f i c a t e . "

In th i s  way, the ac t  will c l e a r ly  provide th a t  t i e  organizers may 
not conduct business as a c r ed i t  union un t i l  f ina l  approval has 
been obtained from the department.
Sec. 06.45.040. OPERATING FEES. This sec t ion provides fo r  the 
assessment of fees based on to ta l  a sse t s  of a c r e d i t  union and th a t  
those fees a re  to pay fo r  the adminis t ra t ion of the Act. Under 
AS 06.01.010, a l l  o ther f inancia l  i n s t i t u t i o n s  subject to regula­
t ion of the department must pay the expenses of the department 
reasonably incurred in the examination or inve s t ig a t ion  of those 
i n s t i t u t i o n s .  The proposed assessment of operat ing fees as s e t  out 
in Sec. 040 of the new b i l l  would t r e a t  c r e d i t  unions d i f f e r e n t l y  
from a l l  o th e r  financial! i n s t i t u t i o n s  regula ted under AS 06. My 
recommendation i s  t h a t  the en t i r e  Sec. 040 be replaced by the 
following language:

"EXAMINATION AND INVESTIGATION FEES, (a) Expenses incurred 
by the department in processing an app l ica t ion  fo r  approval of 
a proposed c r e d i t  union, a branch of a c r e d i t  union, or a 
conversion or merger of a c r e d i t  union, shal l  be charged to 
and paid by the appl icant in accordance with AS 06.01.010.
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"(b) A c r e d i t  union examined under AS 06.45.050 shal l  pay an 
examination fee as provided in AS 06.01.010.

"(c) Failure of a c r e d i t  union to pay an amount provided in
(b) of t h i s  sec tion within 30 days of r e c e ip t  of b i l l i n g  from
the department is grounds for the revocation of the c e r t i f i c a t e
of au tho r i ty  of the c r e d i t  union."

Sec. 06.45.050. REPORTS AND EXAMINATIONS. As s ta ted  in my com­
ments to Sec. 06.45.010, the phrase "by a person designated" in (a) 
of  the sec t ion on l ines  8 and 9 of page 4 of the new b i l l  should be 
deleted with the appropria te  addi t ion to the d e f in i t io n  of commis­
s ioner a t  the end of the b i l l .  Furthermore, provision should be 
made for the department to share examination repor ts  with the 
National Credit Union Administ rat ion as the insuring agency, and 
provis ion should be made fo r  the commissioner to accept an NCUA 
examination report  in place of an independent s t a t e  examination. I 
hasten to point out, however, th a t  the s t a t e  should take fu l l  
r e spon s ib i l i t y  for the examination of s ta te-char te red c r e d i t  unions 
and tha t  the deferra l  to the federal agency should be used spar ingly 
i f  a t  a l l .  In addi t ion, 1t should be noted th a t  t h i s  sec t ion is 
r a th e r  b r i e f .  I t  i s  unclear whether the commissioner would, given 
the language of t h i s  sec t ion, have the au tho r i ty  to subpoena wit­
nesses, administer oaths, compel the giving of testimony, and 
require the submission cf  documents. There is no provis ion fo r  an 
examiner to take an oath th a t  he will  honest ly and impar t ia l ly  
examine and report  the condit ion of c r e d i t  unions. Final ly, the 
acronym "NCUA" should be used in place of the National Credi t Union 
Administration in th a t  t h a t  agency i s  re fe r red  to several times 
within Secs. 50 and 260. An appropria te d e f in i t io n  of NCUA should 
be added to Sec. 06.45.300. I, the re fo re ,  propose the following 
language fo r  Sec. 50;

"REPORTS AND EXAMINATIONS, (a) A c r e d i t  union organized,
converted or merged in to a s ta te-char te red c r e d i t  union under 
t h i s  chapter is under the supervis ion of the commissioner,
must make an annual f inanc ia l  repor t  to the commissioner, and
must make o ther f inanc ia l  reports required by regula t ion
adopted by the commissioner.
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"(b) A c r e d i t  union i s  subject to examination by the commis­
s ioner.  The commissioner shall upon request made ava i lab le  
repor t s  of  condition and examination repor ts to NCUA and may 
accept examination repor ts  made on behalf of NCUA in place of 
the commissioner's examination report  required by t h i s  subsec­
t ion .

"(c) A c r e d i t  union, i t s  o f f i c e r s  and agents are required to 
give the commissioner fu l l  access to a l l  books, papers, securi  
t i e s ,  records and other sources of information under t h e i r  
con t ro l .  For purposes of examination, the commissioner has 
the power to  (1) subpoena witnesses, (2) adminis te r oaths,
(3) compel the giving of testimony, and (4) require the sub­

mission of documents.

"(d) The examiners of the department who examine c r ed i t  
unions sha l l  take an oath tha t  they will  honest ly and impar­
t i a l l y  examine and report  the condit ion of c r e d i t  unions as to 
a sse t s  and l i a b i l i t i e s ,  and tha t  they will  repor t  o ther in fo r ­
mation as may be required by the department, th a t  they will
not d i sc lo se  the information they obtain through the examina­
t ion  to any person other than the department, and th a t  they
are not and will  not serve as o f f i c e r s  or employees of c red i t  
unions conducting business in the s t a t e  and sub jec t  to the 
regula t ion of the department while there are examiners."

BB
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Sec. 06.45.060. POWERS. Under (a)(5)(A)(i) of t h i s  sec t ion , the 
department is to determine the median sa les pr ice  of s ing le  family 
r e s id en t ia l  real property in the various geographical areas in the 
s t a t e  and to maintain th a t  information so t h a t  the c r e d i t  union may 
determine a sa le s  p r ice  which i s  not more than 150% of th a t  median 
sa le s  p r ice .  The provisions of th is  subsection are extremely 
cumbersome in th a t  they involve the department in making evalua­
t ions of the f inancia l  marketplace. I t  is my recommendation tha t  
(a)(5)(A)(i ) of t h i s  sec t ion be replaced by the provisions of the 
old b i l l  which are as follows:

"A c r e d i t  union may make real e s t a t e  loans under the following

condit ions:

(1) a r e s id en t i a l  real e s t a t e  loan to finance a one-to- 
four family dwelling, fo r  the residence of a c red i t  
union member, may have a maturi ty  in excess of 12 
years but not to exceed 30 years ,  i f

(A) the loan is secured by a f i r s t  l i e n  on the real
property in favor of the c r e d i t  union;

(B) the loan does not exceed 80 percent of the
value of the real property determined by an 
independent qua l i f ied  appra ise r ,  except tha t

(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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(1i) the loan amount may equal up to 95 percent 
of the value cr the real property i f  
mortgage insurance on the real property i s  
obtained from a p r iva te  mortgage insurance 
company, and th a t  insurance covers the 
amount of the loan in excess of 75 percent 
of the value of the real property and 
remains in force un t i l  the mortgage is 
reduced to 80 percent of the value of the 
real property; and

(C) the loan is cons is ten t  with regu la t ions th a t  
may be adopted by the commissioner.

(2) The to ta l  d o l l a r  amount of real e s t a t e  loans out­
standing may not exceed 25 percent of the a sse t s  of 
the c r e d i t  union without p r io r  wri t ten  consent to 
the commissioner. However, t h i s  l im i t a t ion  does not 
include real e s t a t e  loans with b e cu r i t i e s  not ex­
ceeding 12 years .

(3) A c r e d i t  union with a sse t s  l e ss  than $3 mil l ion may 
make real e s t a t e  loans only with p r io r  w r i t ten  
consent of the commissioner."
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I also note under (a)(5)(A)(ii) of t h i s  sec t ion which deals with 
mobile home loans t h a t  the re  i s  no provision fo r  an aggregate 
do l la r  l im i t  based on a sse t s  of the c r e d i t  union. I would suggest 
tha t  the gu ide l ines fo r  r e s id en t i a l  real e s t a t e  loans be looked to 
for mobile homa loans as wel l .  That i s ,  I suggest t h a t  in l in e  
f ive on page f iv e  of the new b i l l  the following language be added 
a f t e r  the word "home":

"where the loan conforms to the provis ions of (a)(5)(A)(i) of
th is  sec t ion and [WHICH]."

I would a lso note t h a t  in l in e  nine of page f ive  of the b i l l  there  
i s  reference to a 15-year l im i t a t io n .  This may be a typographical 
e r ro r  in t h a t  the l im i t a t i o n  provided in (a)(5) of t h i s  sec t ion is 
12 years .
Under (a)(5)(A)(v i ) of the sec t ion, I note t h a t  the r a t e  o f  i n t e r e s t  
charged on unpaid balances may not exceed 12% per annum. I t  should 
be pointed out th a t  under 12 U.S.I. §85 a nat ional bank may charge 
in t e r e s t  on loans a t  the r a te  allowed in the s t a t e  where the bank 
is located. This language was enacted in the l a t e  1800‘s and has 
been in te rp re ted  to mean th a t  a nat ional bank may charge the highest 
ra te  ava i lab le  notwithstanding any r e s t r i c t i o n s  imposed on state- 
chartered banks in the s t a t e .  Therefore, i f  the usury c e i l in g  se t  
out in AS 45.45.010(b) were to s l i p  below 12 percent a t  some time 
in the fu tu re ,  s ta te-char te red  banks, savings and loan assoc ia ­
t ions ,  mortgage companies, and a l l  o ther persons in the s t a t e  would 
be subject to the usury c e i l in g  while national banks could charge 
the higher r a t e  of 12 percent .  I f  those circumstances should 
occur, I would then recommend th a t  the l e g i s l a t u r e  recons ider the 
12 percent ce i l ing .
I note in (a)(5)(D) and (E) of Sec. 60 th a t  the phrase " c r e d i t
union assoc ia t ions"  i s  used and is defined in Sec. 06.45.300(3).
The phrase is somewhat broad and may need fu r t h e r  c l a r i f i c a t i o n .
I note in (a)(6) of Sec. 60 on l in e  6 of page 7 of the new b i l l
th a t  a c r e d i t  union i s  authorized to "rece ive from i t s  members and
from others payments on s h a r e s . . . . "  [Emphasis added] The term 
"others" needs to be defined or el iminated.
Under (a)(7)(G) of Sec. 60 there is provision fo r  investment in the 
shares or deposi ts of a "cen t ra l  c r e d i t  union." I t  should be noted 
tha t  th is  b i l l  does not provide for a centra l  c r e d i t  union in 
Alaska, and the re fo re  the provisions of (G) will  favor investment 
out of the s t a t e .
Sec. 06.45.100. COMPENSATION. I recommend th a t  as a matter of 
c l a r i f i c a t i o n ,  the second sentence of th i s  sec t ion be changed to 
the following:



"Reasonable hea l th , acc ident,  and s i n i l a r  insurance p ro tec t ion
are not considered compensation fo r  purposes of t h i s  chap te r . "

Sec. 06.45.120. BOARD OF DIRECTORS. Under (b) of th i s  sec t ion 
there is l i s t e d  a number of act ions which the board o f  d i re c to r s  
must take or address.  I suggest tha t ,  in addi t ion to those l i s t e d ,  
the following language be added:

| "(9) perform or author ize any act ion cons i s ten t  with t h i s
I  chapter not s p e c i f i c a l l y  reserved by the bylaws fo r  the mem­

bers ."
In th is  way a board wil l  have the f l e x i b i l i t y  to address o ther 
matters which i t  should consider in se t t ing  policy of i t s  c r e d i t  

! union.
In addi t ion, I quest ion the a d v i s a b i l i t y  of including paragraph
(b)(8) of Sec. 120 requir ing the board to se t  the compensation for 
o f f i c e r s  and employees. That i s ,  the board is responsible fo r  
hiring a general manager who in turn i s  responsible fo r  h i r ing  and 
compensating o ther o f f i c e r s  and employees of the c r e d i t  union.
Sec. 06.45.220. RECEIVERSHIP. This section deals with suspension 
and rece iversh ip .  The term "rece iversh ip" i s  used in t h i s  sec t ion, 
however, i t  is fore ign to the l iqu ida t ion  and d is so lu t ion  of a 
c r ed i t  union. I recommend th a t  the following two sec t ions para­
phrased from the old b i l l  replace Sec. 220:

Sec. 06.45.220. SUSPENSION, (a) I f  i t  appears th a t  a c r e d i t
union is inso lvent ,  or has w i l fu l ly  v io la ted the provisions of
th i s  chapter, or i s  operat ing in an unsafe or unsound manner,
the commissioner may issue an order as provided in AS 06.01.030(a)
taking possession of the c r e d i t  union and temporari ly suspending
the operat ions of the c r e d i t  union. The board of d i r e c to r s
shal l be given not ice of the suspension, and the not ice shall

k include a l i s t  of the reasons for the suspension and a l i s t  of
the spec i f i c  v io la t ion s  of t h is  chapter.



"(b) I f  a f t e r  a hearing under AS 06.01.030(a), a t  which 
the c r e d i t  union may submit a plan to continue opera t ions, the 
commissioner determines tha t  one or more o f  the condit ions 
l i s t e d  in (a) of t h i s  section have occurred or are occurring, 
the commissioner may issue a permanent order to cease the 
a c t i v i t y  causing the conditions or may revoke the c e r t i f i c a t e  
of au tho r i ty  of the c r e d i t  union, appoint a l iqu ida t ing  agent 
and l i q u id a te  or cause the l iqu ida t ion  of the c r e d i t  union in 
accordance with AS 06.45.225.

"(c) The department shal l  se t  out f u r th e r  procedures for 

the suspension of a c red i t  union.

"Sec. 06.45.225. DISSOLUTION AND LIQUIDATION. At a meeting 
ca l led  to consider the matter,  a majori ty  of the membership of 
a c r e d i t  union may disso lve the c r e d i t  union, provided not ice 
of the meeting and the proposed act ion was mailed to  the 
members of the c r e d i t  union and the commissioner a t  l e a s t  30 
days before the meeting. The procedure fo r  the d i s so lu t ion  
and l iqu id a t ion  of a c r e d i t  union shal l  be se t  out by the 
commissioner by regu la t ion ."

Sec. 06.45.250. CONVERSIONS. This sec t ion provides fo r  conversion 
of a federa l c r e d i t  union to s ta te-cha r te r  and visa versa. However, 
i t  does not provide fo r  the department to conduct an inves t iga t ion  
of an app l ica t ion  fo r  conversion, nor does i t  spec i fy  t h a t  the 
converting federa l c r e d i t  union pay the reasonable costs incurred 
by the department 1n inves t iga t ing  the conversion app l ic a t ion .  I 
recommend tha t  the following language be added a f t e r  the word 
"chapter" a t  the end of (a) of the section:
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s ioner an app l ica t ion  to convert, the commissioner conducts an
inves t iga t ion  of  the proposed conversion and approves i t . "

Sec. 06.45.260. INSURANCE OF MEMBER ACCOUNTS. This sec t ion makes 
the obtaining of insurance of accounts d i s c re t iona ry  on the pa r t  of 
the c r e d i t  union. Such a provision may lead to very ser ious conse­
quences, i f  the c r e d i t  union should choose not to obtain insurance 
e i th e r  through the NCUA or some a l t e rn a t i v e  in su re r .  Considerable 
testimony has been taken on th is  question before the Senate Commerce 
Committee th i s  past summer. I t  i s  my recommendation tha t  i r r j r a n c e  
of accounts through NCUA be mandatory with no a l t e r n a t i v e s  a t  t h i s  
time. The issue of a l t e rn a t i v e  insurance i s  a complex one th a t  
needs careful review and can be ra ised a t  a subsequent l e g i s l a t i v e  
session a f t e r  appropria te research has been conducted. I, th e re ­
fo re ,  recommend the following language to replace Section 260:

"SHARE INSURANCE, (a) All c r e d i t  unions chartered under th is
chapter,  or c r e d i t  unions in operat ion a t  the time of issuance
of a c e r t i f i c a t e  of au thor i ty  under t h i s  chapter must submit
evidence of share insurance coverage from NCUA. I f  a c r e d i t
union i s  closed because of insolvency, the commissioner may
appoint the NCUA as the l iqu ida t ing  agent.

"(b) Credi t  unions tha t  do not maintain share insurance
coverage as spec i f ied In th is  sec t ion , shal l  be l iqu ida ted  by
the commissioner or his designee in accordance with AS 06.45.225."

Sec. 06.45.300. DEFINITIONS. Under (1) of th i s  sec t ion the term 
"commissioner" i s  defined as "the commissioner of commerce and 
economic development." I recommend tha t  t h i s  d e f i n i t i o n  include 
"or his designee." In th is  way, the proposed ac t  will use the same 
nomenclature as is found in other acts under AS 06.
In addi t ion, I recommend tha t  "NCUA" be defined as the National 
Credit  Union Administration for reasons s ta ted  in my discuss ion of 
Sec. 06.45.050.
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In addi t ion to the above comments, I find th a t  the new b i l l  i s  s i l e n t  on 
a number of issues th a t  were addressed in the old b i l l .  For example, 
there  are no provisions spe l l ing out the procedures fo r  merger of c r e d i t  
unions, c o n f l i c t  of i n t e r e s t  of d i r e c to r s ,  branching, departmental 
au tho r i ty  to requ i re  d i re c to r s  meetings, unauthorized conduct of c r e d i t  
union business, t r a n s f e r  of c r e d i t  union property to p refer red c red i to r s ,  
deception of the department or i t s  employees by a c r e d i t  union or repre­
sen ta t iv e  of a c r e d i t  union, f a l s e  report ing to the department, r e ce ip t  
of deposi ts by a c r e d i t  union while insolvent,  l i a b i l i t y  of members, 
d i r e c to r s ,  o f f i c e r s  and employees, and o ther p ena l t i e s .  I,  the re fo re ,  
recommend the following addi t ions be made to the new b i l l  a t  the general 
loca t ions ind ica ted by the proposed sec tion numbers so as to provide fo r  
prudent regu la t ion  of c r e d i t  unions:

"Sec. 06.45.125. CONFLICT OF INTEREST, (a) A d i r e c to r ,  committee
men  ̂:*r, o f f i c e r ,  agent or employee of the c r e d i t  union may not,
d i r e c t l y  or in d i r e c t ly ,  p a r t i c ip a te  in the de l ib e ra t ion  upon or the
determination of any quest ion a f fec t ing  his pecuniary i n t e r e s t  or
the pecuniary i n t e r e s t  of a corporat ion, par tnersh ip or assoc ia t ion ,
other than the c r e d i t  union in which he is d i r e c t l y  or in d i r e c t ly
in te re s ted .

"(b) In addi t ion to other pena l t i e s ,  a person who v io la te s  
th is  sec t ion  may not serve as an o f f i c e r ,  agent, or employee of a 
c r e d i t  union.

"Sec. 06.45.255. MERGER. A c re d i t  union, with the approval of the
commissioner a f t e r  conducting an inves t iga t ion  and a f t e r  the payment 
of a fee by the c r e d i t  union in accordance with AS 06.01.010, may
merge with another c r e d i t  union under the ch a r t e r  or ex is t ing  
c e r t i f i c a t e  of au tho r i ty  of th a t  o ther c r e d i t  union and under a 

plan agreed upon by a majori ty  of the boards of d i r e c to r s  of each 
merging c r e d i t  union and approved by the a f f i rma t ive  vote of a t
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l e a s t  a major i ty  o f  the members of  each c r e d i t  union presen t  a t  the 
meeting l e g a l l y  ca l led  to approve the plan. A merging c r e d i t  union 
shal l  c a l l  a meeting to approve the plan. The commissioner s h a l l ,  
by regu la t ion ,  s e t  out the procedure fo r  mergers o f  c r e d i t  unions.

"Sec. 06.45.256. BRANCH OFFICE FACILITIES, (a) With the w r i t ten  
approval o f  the commissioner, a c r e d i t  union may e s t a b l i s h  a branch 
o f f i c e  a t  a loca t ion  o ther than a t  i t s  main o f f i c e .  The commissioner 
may, by regu la t ion ,  e s t ab l i sh  the content  o f  the app l ic a t ion  fo r  a 
branch o f f i c e .  The cos t  of the inves t ig a t ion  incurred by the 
department shal l  be paid by the app l ican t  in accordance with 

AS 06.01.010.

"(b) The commissioner shal l approval an app l ica t ion  by a 
c r e d i t  union under (a) of t h i s  sec t ion and i ssue a c e r t i f c a t e  
of au tho r i t y  i f  he determines th a t

(1) the branch o f f i c e  proposal i s  economically fe a s ib le ;

(2) the name of the branch o f f i c e  i s  not decep t ive ly  
s im i la r  to another c r e d i t  union doing business in the 
s t a t e ;

(3) the requirements of t h i s  chapter have been s a t i s f i e d ;  
and



(4) any condit ions imposed by the department have been
f u l f i l l e d  or agreed to.
/
(

"(c) A c r e d i t  union may not conduct a c r e d i t  union V s in e s s  
through a branch un t i l  v.he department has issued a c e r t i f i c a t e  of 
au thor i ty  to the c r e d i t  union e ,d a c r e d i t  union must discont inue 
tha t  business through the branch i f  the department revokes tha t  
c e r t i f i c a t e .

"Sec. 06.45.271. REQUIRED DIRECTORS' MEETINGS AND STATEMENTS TO 
THE DEPARTMENT. When the department considers i t  necessary, i t  may 
require a meeting of the board of d i r e c to r s  of a c r e d i t  union to be 
held in the manner and a t  the time and place the department d i r e c t s .
A report  of an examination required or allowed by th is  chapter, the 
conclusions drawn from the examination by the department, and any 
other matters concerning the operat ion and condition of the c r e d i t  
union may be presented to the board of d i r e c to r s  by the department. 
Each member of the board of d i r e c to r s  shal l  furn ish to the depar t ­
ment a statement th a t  he has read and is fam i l ia r  with the documents 
referred to in t h i s  section and any recommendations of the department 
contained in them.

"Sec. 06.45.272. UNAUTHORIZED CONDUCT OF CREDIT UNION BUSINESS.
I t  is a c lass A misdemeanor fo r  a person, except corpora t ions 
formed under the provisions of t h i s  chapter or another c r e d i t  union

Members o f the Committee -15- January 24, 1980



"J • 1 ' u”1

Members of the Committee -16- January 24, 1980

law, or an a ssoc ia t ion  of c r e d i t  unions end i t s  chap ters , to con­
duct business under a name or t i t l e  which contains the word " c r e d i t  
union" or a de r iva t ion  of them, or to represen t  himself in his 
adver t is ing  or otherwise as conducting business as a c r e d i t  union.

"Sec. 06.45.273. TRANSFER OF CREDIT UNION PROPERTY TO PREFERRED 
CREDITOR IS VOID. The t r a n s f e r  by a c r e d i t  union of i t s  property, 
money or a s s e t s ,  a f t e r  i t  becomes insolvent in o.ue-* to p re fe r  one 
c r ed i to r  over another, or to prevent the equal d i s t r i b u t io n  of i t s  
property and asse ts  among i t s  c r ed i to r s ,  i s  void.

"Sec. 06.45.274. DECEPTION OF THE DEPARTMENT OR ITS EMPLOYEES. A 
person who knowingly subscr ibes to, or makes or causes to be made, 
a f a l s e  statement, or en te rs  a fa l s e  f igure ,  or entry in the books 
of a c r e d i t  union in the s t a t e  or who knowingly subscribes, makes 
or c i r c u la t e s  a fa l se  repor t  or statement about the condit ion of a 
c r e d i t  union in the s t a t e ,  with in ten t  to deceive the department or 
a person authorized to examine the a f f a i r s  of the c r e d i t  union is 
gu i l ty  of a c la ss  C felony.

"Sec. 06.45.275. FALSE REPORT TO DEPARTMENT. A persons who c e r t i ­
f i e s  and subscr ibes a repor t  which i s  w i l fu l ly  fa l se  in any material 
e f f e c t  i s  gu i l ty  of a c lass  A misdemeanor.



"Sec. 06.45.276. RECEIPT OF DEPOSITS WHILE INSOLVENT. A d i r e c to r ,  
o f f i c e r ,  or employee of a c r e d i t  union who f raudu len t ly  receives a
deposi t  knowing t h a t  the c r e d i t  union i s  insolvent i s  g u i l t y  of a

i
class A misdemeanor.

"Sec. 06.45.277. LIABILITY OF MEMBERS, DIRECTORS, OFFICERS AND 
EMPLOYEES, (a) The members of a c r e d i t  union are not personally 
or ind iv idua l ly  l i a b l e  fo r  the debts of the c r e d i t  union.

"(b) A d i r e c to r ,  o f f i c e r  or employee of a c r e d i t  union who 
knowingly approves or permits money of the c r e d i t  union to be 
invested or loaned in an excessive, ca re le ss  or dishonest manner is 
personal ly l i a b l e  fo r  a l l  damages for which the c r e d i t  union, 
members, deposi tors, or any e the r  person sus ta in s  because of the 
v io la t ion .  The l i a b i l i t y  may be enforced aga ins t  the d i r e c to r ,  
o f f i c e r ,  or employee by act ion in the Superior Court.

"Sec. 06.45.278. PENALTY. A person who knowingly v io la te s  a
provision of t h is  chapter for which no spec i f i c  penalty i s  provided
is gu i l ty  of a c lass  A misdemeanor. In case of v io la t ion  by a
corporation, the corporation i s  punishable by not more than $5,000."

The above comments are somewhat de ta i led  and lengthy, however, I bel ieve 
tha t ,  i f  the Leg is la tu re  is to e s tab l i sh  a s ta te-char tered c r e d i t  union 
system, these proposed changes will be necessary a t  a minimum to provide 
fo r  a viable, sound, and competitive c r e d i t  union system in the best 
i n t e r e s t s  of the Alaskan public.
I would be happy to answer questions regarding the above comments or 
other questions tha t  members of the committee may have with regard to 
es tab l ish ing a sta te-char tered c r e d i t  union system in Alaska.
JJB/sl26G
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