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DEPARTMENT OF COMMERCE &
ECONOMIC DEVELOPMENT / wycw 0
OFFCEOF THECOMMISSIONER ( JUNEAU. ALASKA 998t]j

Phone: 465-2500

February 26, 1982

Honorable Bob Mulcahy

Chairman

Senate Labor and Commerce
Commi ttee

Pouch V

Juneau, Alaska 99811

Dear Senator Mulcahy:
Re: =Senate Bill 752 an Act Relating to Savings Associations

You have asked for a position from the Department of Commerce and Economic
Development on Senate Bill 752. We are generally in favor of this bill

as it clears up some questions under the Savings and Loan Act, 1i.e.,
qualifying shares of directors and out-of-state loan participations.

The department is opposed, however, to Section 7 of the bill as we feel it
is not needed. It is not clear as to why a savings and loan would wish

to be saddled with a federal investment list. The department could publish
a list of acceptable investments which can include any investments
authorized by the Federal section quoted in the bill. This list can be
updated as rapidly as necessary and could allow for more control and yet be
flexible enough to meet the needs of the industry.

If you have any furtherquestlons concerning our position on Senate Bill
752, you may wish to contact Mr. Kirkpatrick, Director of the Division of
Banking, Securities and Corporations, direct at 465-2521.

Sincerely,

Edward W. Eboch
Deputy Commissioner
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a member, or stockholder, shall
have access to the books and re-
cords or shalllbe furnished ur
shall possess a partial or complete
list of the members or stockholders
except upon express action and au-
thority of the board of directors.

This language closely follows the language of the
Model Act (1979 version); the amendments add reference to
stockholders and delete subsection (c) of AS 06.30.115. Sub-
section (c) is a bad provision for at least three reasons.
First, as the statutes are presently drafted, subsection (c)
contradicts the provisions of AS 06.30.120. Second, it incor-
porates the common law concept of inspection applicable to bus-
iness corporations, see AS 10.05.240, to savings associations,
but without any of the safeguards as to relevancy and proper
purpose. Third, it ignores the difference between business
corporations and financial institutions, the latter being de-
dicated to the public interest (under extensive regulatory con-
trol) and subject to annual (if not more frequent) inspection
by the Director of Banking and the Federal Home Loan Bank
Board.

NK Ten Percent of Assets Limitation on Second Lion
Loans. AS 06.30.555(b)(4) should be repealed. There are no
similar limitations on federal savings and loan associations,
see 12 C.F.R. 88545.6, £t seq., thereby rendering state savings
anc loan associations noncompetitive.

N e 5, Automatic Tie-In with Federal Powers. AS 06.01
.020, as amended by Ch. 63 SLA 1981, gave the commissioner
broad regulatory authority to grant state-chartered financial
institutions powers enjoyed by federally chartered institutions
(and to impose federal limitations on state-chartered institu-
tions). The present administration has indicated a preference
for legislation, as opposed to regulation, in order to effect
any changes in state powers (and limitations); accordingly, the
commissioner has not issued any regulations in the savings and
loan area pursuant to AS C5.01.020, despite request for such
regulations.

| suggest that it was the intent of AS 06.01.020, as
amended, to at least allow state institutions to be competitive
with federal institutions; sue i intent is frustrated if the ad-
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meeting of stockholders shal! detennine any question unless this Act specifically
provides otherwise. ,

SECTION 13. ACCESS TO BOOKS AND RECORDS; COMMUNICATION
WITH MEMBERS OR STOCKHOLDERS
k
g (a) Exclusiveness of Access. Every member or stockholder shall have the right
to inspect such books and records of an association as pertain to his loan, savings ac-
~ .0 count, or the determination of his voting rights. Otherwise, the right of inspection
« W*' C eand examination of the books and records shall be limited (1) to the Commissioner or
his duly authorized representatives as provided in this Act, (2) to persons duly author-
ized to act for the association, and (3) i- any federal or State instrumentality or agency
authorized to inspect or examine the books and records of an insured association.
The books and records pertaining to the accounts, loans and voting rights of savers,
borrowers, members and stockholders shall be kept confidential by the association, its
directors, officers and employees, and by the Commissioner, his examiners and repre-
sentatives, except where disclosure is expressly or impliedly authorized by such per-
son, or where the disclosure shall be compelled pursuant to applicable law or by a
i__court of competent jurisdiction, and no member, stockholder or any other person
shall have access to the books and records or shall be furnished or shall possess a par-
tial or complete list of the members or stockholders except upon express action and
authority of the board of directors, or to the extent that may be authorized and pro-
vided for in the bylaws of the association.

(0) Communication with Members or Stockholders. In the event, however,
that any member, members, stockholder or stockholders desire to communicate with
other mem! jrs or stockholders of the association with reference to any question
pending or to e presented for consideration at a meeting of the members or stock-
holders the association shall furnish upon request a statement of the approximate
numhsr of members or stockholders of the association at the time of such request, and
an estimate of the cost of forwarding such communication. The requesting member,
members, stockholder or stockholders shall then submit the communication, together
with a sworn statement that the proposed communication is not for any reason other
than the business welfare of the association, to the Commissioner who, after examina-
tion of the facts finds it to be appropriate, truthful id in the best interests of the
association and its members or stockholders shall execute a certificate setting out such
facts and such findings, forward the certificate together with the communication to
the association, and direct that the communication be prepared and mailed by the
association to the members or stockholders upon the payment to it by those making
the request of the expenses of such preparation and mailing. If he Commissioner
finds such proposed communication to be inappropriate, untruthful, or contrary to
the best interests of the association and its members or stock! dders, he shall have the
discretion to deny or make other disposition of the request to communicate which he
deems proper and he shall execute a certificate setting out such findings and deliver it
to the party or parties making the request together with his order denying or muking
other disposition of the reques4
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©) Applicability of Section to Federal Associations. Insofar as the provisions

of this section are not inconsistent with federal law, such provisions shall apply to
federal tssociations whose home offices are located in this State, and to the members
or stockholders thereof, except that the communication and statement provided for in
subsection (b) shall be tendered to the Federal Home Loan Bank Board, Wash-
ington, D. C., in the case of a federal association and forwarded only upon that
Board’s certificate and direction.

SECTION 14. FINANCIAL STATEMENT. Every association shall prepare and
publish annually in the month following the annual closing of its books in a news-
paper of general circulation in the county in which the home office of such associa-
tion is located, and shall deliver to each member or stockholder upon application
therefor, a statement of its financial condition in tne form prescribed or approved by
the Commissioner.

SECTION 15. DIRECTORS

(@) Association under Direction of Board of Directors. The busine of the
association shall be directed by a board of directors of not less than five (5) nor more
than fifteen (15) adult individuals elected by ballot from among the members or
stockholders by a plurality of the votes of the members present or voting by proxy. If
authorized by vote of the members or stockholders, the directors may elect all direc-
tors. At all times at least two-thirds of the directors shall b* bona fide residents of this
State.

(b) Qualifications Required of Directors. In order to qualify as a director: a
member of a mutual association must hold individually, or jointly with his spouse, a
savings account, the unencumbered withdrawal ‘alue of which is at least $1,000; a
stockholder of a capital stock association must ov/n individually, or jointly with his
spouse, capital stock in the association with a net. unencumbered stated value of at
least S1,000. Except with the written consent of the Commissioner, no member or
stockholder shall be eligible for election or shall serve as a director or officer e( an
associatic i who has been con' icted of a criminal offense involving dishonesty y a
breach of trust. A director shall automatically cease to be a director when he ceases to
be a member, or when he is adjudicated a bankrupt or is convicted of a criminal
offense as herein provided, or when the net equity above loans of all savings accounts
in the association held by him or minimum stock ownership requirement specified
above aggregates less than the minimum required to be eligible for election as a
director, but no action of tire board of directors shall be invalidated through the par-
ticipation of such director in such action; provided, that if a director becomes ineli-
gible under the terms of this subsection by reason of the exercise by the association of
the right of redemption of savings accounts provided for in Section 36, he shall re-
main validly in office until the expiration of his term or until he otherwise hecomes
ineligible, resigns, or is removed, whichever may occur first.
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JAYS. HAMMOND. GOVERNOR

DEPARTMENT OF COMMERCE &
ECONOMIC DEVELOPMENT POUCH D
DIVISION OFBANKING. SECURITIES, SMALL LOANS b CORPORATIONS PHONE: 465 0eay OB

November 18, 1981

Mr. Eddie Turner, President

Peninsula Savings and Loan
Association

Blazy Mall - Sterling Highway

Pouch 1000

Soldotna, Alaska 99667

Dear Mr. Turner:

In reference to Ralph E. Duerre®s letter of October <, 1981 to
James M. Kelly, Administrative Assistant to Senator Pat Rodeyv
are a couple of points that the Division of Banking wishes to discuss.

Regards nationwide leading, the first item addressed by Mr. Duerre

in his letter, the division intends to utilize the "wild-card*"" statute,

AS 06.01.020, to promulgate a regulation which will allow p*ate-

chartereci associations to participate in conventional Ica;.s or pools

of conventional loans secured by a mortgage on a one-to-four family C

residence where the mortgaged property is located outside the state.
cv-Vi-"tptL. The®."contemplated regulation will not provide for direct loan packag-

' ing. This instance seems to be a classic case where the application
0f as 06.01.020 would bring about the desired result, and thereby
eliminate the necessity of seeking statutory change through the
legislature.

Regards AS 06.30.610(9), the seventh point addressed in Mr. Duerre®s
letter, this division is in the process of preparing a list of other
investments. We woula jppreciate your input as to what investments
you think should be placed on the list. .
The division would prefer to place on the list that which Mr. Duerre
suggested as a new subsection (9) of AS 06.30.610. Thus;

"Assets-which qualify"rs liquid assets as defined i> Section
523.10(g), Title 12, Code of Federal Regulations, arid other
assets, except time deposits and bankers®™ acceptances, which



§ 561.37

*

6 %1.37 Audit period.
sttitiog Teard "o GRrvasren &
period (or other period in iliecase of a
change in audit per ,;d) covered-by the
annual audit con®" cted to satisfy
§563.17-1.

(41 FR 35821. Aug. 24, 1976) «

S-561.3S Consumer credilL r

Credit extended to a natural person
for personal, family, or household pur-
poses, including loans secured by liens
on real estate and chattel liens secured
by mobile homes! Provided, the associ-
ation relies substantially upon other
factors,, such as tiie general credit
standing of the borrower, guararties,

Tiile 72 Banks and BQ

(Sec. 5(cX2KB). 48 SUt. 132, as amende

le 01. 20 AR
Igﬁl’wﬂg w%%‘ amende*
U.S.C. 1464(d)); {J 402, 403 ,8 Slat
1257, as ametd2d (12 tse- 1725 170
Reorg. Phart No. 3 of 1947. ® FR '40., -
CFR 1943-48 Comp., p. 107"i 1

(45 FR 76110, Nov. 18, 1G803

PART 562—APPLICATION FOR
INSURANCE Or ACCOUNTS

Sec.

562.1
562.2
562.3

General provisions.
Application form.

Filing and amendment of application
562.4 Processing of application.

562.5 [Reservedl

562.6 . .
Exceptions to the foregoin roc
dures)f ptl going proc»

or seaurity other than the real estate | 5657 Action by Corporation.

or mobile hone, as the prilmary seen-1

|FIY For ae Isam¥ppropriale evidence
Tosagmohi Irate, JusHiMEHAR for such
Blicnce should be retained in an asso-
ciation"s files. Among the types of
credit included within this term are
consumer loans; educational loans; un-
secured loans for real property alter-
ation. repair or improvement, or for
the equipping of real property; loans
in the nature of overdraft protection;
and credit extended in connection
with credit carts.

(Sec. 5(c)(2)(B), 48 Stal. 132, as amended by
Title 1V. { 401, Public Law 96-221, 94 Slat.
151; 15(d), 48 SUI. 132, as amended (12
U.S.C. 1464(d)); H 402, 403, 48 SUt. 1256,
1357, as amended (12 U.S.C. 1725, 1726);
'ueorg. Plan No. 3 of 1947, 12 FR 4981, 3
CFR 1943-48 Comp., p. 10711

I-15FR 76110. Nov. 16. 1980)

5561.39 Open-end consumer eredilL

“Open-end credit-"as defined InR "I~
ulationZ (12 CFR 226.2(X))-

(S-c. 5(c)(2)(B). 48 Stal. 132, as amended by
Tdle IV. S401, Public Law 96-221, 94 SUu.
151; (5(d), 48 Slat. 132. as amended (12
U.S.C. 1464,d»: it 402, 403, 48 Stal. 1256,
1257, as amended (13 O.G.C. 1725, 1720);
Reorg. Plan No. 3 of 1947, 12 FR 4981, 3
CFR 1943-48 Comp., p 1071)

MS FR 76110. Nov. IB, 1980)

§561.4(' Closed-end consumer crediL

Consumer credit other than open-
end consumer credit.

562.8 Costs of examination, audit, and »p.
pralsal.

562.9 Effective date ?f insurance;

premium payment, issuance of ceniii
cate of Insurance.

562.10 Prohibition against advertising pro*.
pecUvc insurance.

Authority; Secs. 402, 403, 48 Sul 1256
1257, as amended; 12 U.S.C. 1725. 172¢c
Reorg. Plan No. 3 of 1947; 3 CFR. 1943-1941
Comp.

SouRcr 32 FR 8125, June 7. 1967. unien
otherwise noted. men

6 562.1 General provisions.

All requests by interested persons
T. : advice or Instructions with respect
to any matter arising under thi- part
shall be addressed to the Corpora”
tion™s Supervisory Agent. As used in
this part, the term *i iy
Agent” means the Presidc» ,1 1T te
Federal home loan bank of L. . Jstricl
in which the Insured institution is o
be located or any other officer or em-
ployee of such bank designated by the
Board as agent of the Corporation as
provided by §501.10 of the general reg-
ulations of the Federal Home Loan
Bank Board (§501.10 of this dhapter).

£562.2 Application form.

An application for insurance of ac-
counts small be submitted in form pre
scribed by the Corporation and sall
be supported in accordance with the
prescribed 'Outline of Information t©
bt Submitted in Support of an Appli-
catlor for Insurance of Accounts or a

268
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0,0P*er ~—Federal Howe lo

uest for a Commitment 1
iflrounts” (hereinafter in thi
""nd to as “Outline of Infon

t 3 Filing and amendment 1

lion.

1y, application for insuran
= intsshall be filedwith the
Inn by delivering four copia

rether with four copies 0;
Porting information, to the
ory Agent. After an gplic
njturance of accounts has t
vith the Corporation, and pr
d*te of advice by the si
At to the applicant &
notice of the filig of the g
pursuant to {562.4, the appl
e additional information i
cf the application and may
sfler the date of such advice
faht may not amend the app
file any additional support
million unless requested 1o
Ihe Supervisory Agent or od
nron behalf of the Corporat

136 FR 13682, July 23.1971)

f562.4 Processing of appiicatic
Processing of an gplicat
hhis part shall foliov the ]
=t forth in {543.2 @). ©,
this chapter.
(Sec. 101. 91 StaL 1147. 12 UJ
irg.. Pub. 95-128 (the Comn
vestment Act of 1977): sec. 5, 48
amended: 12 U.S.C. 1464: secs. 4
408. 48 Stal. 1256, 1257. 1260.
1J U.S.C. 1725. 1726, 1730, 82 St
#0-255,12 U.S.C. 1730a; Reorg. J
1947, 12 FR 4981, 3 CFR. 1%4
1071)
(43 FR 47162, Oil. 12. 1978)

65625 [Reserved.l

6562.6 Exceptions K the fort
dure.

(@ Procedure prior to
State charter. The forcfoM
of this part shall be apph
application submitted to 0”
ance of accounts by person
of organizing a new irnst
who have received a an-
proval of organization fror
but have not yet receiver
except that said organize:
tally submit, in lieu of an
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NOT BE LIMITED BY LAW UNLESS THAT
LAW EXPRESSLY REFERS- TO THIS SEC-
TION ] i

In my suggested language, | have deleted reference to
the lim itations imposed on federally chartered institutions on
the theories that automatic imposition of additional restric-
tions/lim itations may upset the state statutory/regulatory
framework and that the commissioner already has authority to
impose such lim itations, see e.g. AS 06.30.025 and 030.

Sb. Director Qualifying Stock. Request is made that
AS 06.30.145(h) be amended to read as follows:

In <4 stock association each direc-
tor sl.?ll owmn individually, or
jointly with his spouse, [IN HIS
OMNN RIGHT] free of any encumbrance
capital stock of the association in
an amount equal to at least $1000
in par value.

This language follows that of the Model Act and is
considered necessary pursuant to matters raised in supervisory
audits of Peninsula Savings and Loan Association.

VI Investment in Securities. AS 06.30.610(9) per-
mits investments in "other stocks, securities or obligations
which the comvaissioner approves and places on a published
list.” Pursuant to an item which showed up on a recent super-
visory audit, Peninsula Savings and Loan Association requested
that bankers' acceptances be placed on the published list of
approved investments. The commissioner candidly pointed out
that the Department has yet (since 1961) to develop such a Ix.st
and, again, indicated a preference for legislative action (a’
opposed to administrat ive). Accordingly, request is made that
AS 06.30.610(9) be redesignated as subsection (10), and that a
new subsection (9) be added to read as follows:

assets which qualify as liquid as-
sets as defined in Section
523.10(g) of Title 12, Code of Fed-
eral Regulations, and other assets,
except time deposits and bankers'
acceptances, which would so qualify



James M. Kelly
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a member, or stockholder, shall
have access to the books and re-
cords or shall be furnished or
shall possess a 'partial or complete
list of the members or stockholders
except upon express action and au-
thority of the board of directors.

This language closely follows the language of the
Model Act (1979 version); the amendments add ref rence to
stockholders and delete subsection (c) of AS 06-.30.115. Sub-
section (c) is a bad provision for at least three reasons.
First, as the statutes are presently drafted, subsection (c)
contradicts the provisions of AS 06.30.120. Second, it incor-
porates the common law concept of inspection applicable to bus-
iness corporations, see AS 10.05.240, to savings associations,
but without any of the safeguards as to relevancy and proper
purpose. Third, it ignores the difference between business
corporations and financial institutions, the latter being de-
dicated to the public interest (under extensive regulatory con-
trol) and subject to annual (if not more frequent) inspection
by the Director of Banking and the Federal Home Loan Bank
Board.

Ten Percent of Assets Limitation on Second Lie..
Loans. AS*06.30 -555(b)(4) should be repealed. There are no
similar limitation”™ on federal savings and loan associations,
see 12 C.F.R. 88545.6, et seq., thereby rendering state savings
and loan associations noncom petitive.

* 5. Automatic Tie-In with Federal Powers. AS 06.01
.020, as amended by Ch. 63 SLA 1981, gave the commissioner
broad regulatory authority to grant state-chartered financial
institutions powers enjoyed by federally chartered institutions
(and to impose federal limitations on state-chartered institu-
tions) . The present administration has indicated a preference
for legislation, as opposed to regulation, in order to effect
any changes in state powers (and lim itations); accordingly, the
commissioner has not issued any regulations in the savings and
loan area pursuant to AS 06.01.020, despite request for such
regulations.

I suggest that it was the intent of AS 06.01.020, as
amended, to at least allow state institutions to be competitive
with federal institutions; such intent is frustrated if the ad-
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Stock Sckscpdjtiox

Subvcriplio u

applicant shall subscribe for
fjet when ita; plies for membership.

t —wb Additional subscription.

.. Lhe end of each calendar year, a
-1k ghall notify any member ifaddi-
fT-al stock subscription is required.

i st.f Adjustmenir in holdings.
i 3Jank may from time to time in*
—'-zse Or decrease the amount of stock

Vior *r\ r»r\nfnrrr I'n ror? inn

ember, the Eank shall pay for each
on its surrender, the va)ue
"tiiereof determined under section 6@>
cfthe act. or. at its election, credit any
part of such payment against the
-~ember’ debt to the Bank. A Bank
niav require amember to give 30 days”
i~;"isn notice of intention to apply for
jrjch 2 decrease, 2nd a member 3 hold-
mp- shall not be reduced to an amount
Jrss than required by section 10(c) of
the act.

*523.7

With Bank approval, a member may
subscribe for stock over the minimum
amount, if the law under which the
member operates so permits.

Excess sc’ scription.

i SP3.H Payment on subscription.

An applicant may, under section 6(d)
n® lhe act, pay in installments for sub-
scribed stock. IF an applicants admis-
sion to membership is substantially rie-
Jayrd following application, and it has
furnished all iriformatior, required and
complied with applicable jaws and
Board e¢“filiatios, it may make its
second payment on admission, and
succeeding payments as prescribed ir
s.—tn 6(d). All other subscriptions
shall be paid in full before stock certi-
-“mates are issued.

LzpuTditt

(334flxjt>crinitiuns for purposes of this

-erlion, 5522.11 and £522.12.

<a@) cash. Cash on hand ?.d un-
z'.--.dfca demand deposits . aBank, an
s:c-.udd bank. or the Eank for Savings

£523.10

anc Loan Associations. Chicago. 111,
but not gold in any form.

Co. insored bardz A commercial > nl:
-whose deposits are insured by the Fed-
eral Deoos* Insurance Corp.. not
under control of any supervisory-au-
thority.

© LiQvidity bcsc. A member s net
withdrawable accounts, or the policy
reserve of a member insurance compa-
ny required by State law. plus the
member " s short-term borrowings.

() Act isivuLrevyablt account:. All
withdrawable accounts less the unpaid
balance of all loans secured by such
accounts, but not including tax and
lean accounts or nste accounts.

(e) Shori-lcrrr. lorrovrinpz. All bor-
rowings payable on demand or in 1
year or less, but no; including tax and
loan accounts or note aem.ur .

() oblipations of ihr UnitcC States.
Evidences of indebtedness issued by
the United States, or issued by an
agency or instrurentality thereof and
fully guaranteed as to principal and
interest by the United States.

The total of cash,
accrued interest on unpledged assets
which qualify as liquio assets under
this subsection or wouki so qualify
except for their maturities, and the
book value of the following unpleo d
assets (including such assets held st>
ject to -epurchas; agreement), as iong
as principal and interest on such
assets are not in cefaul "

(@ Time deposits r. a Bank or the
Eank for Savings and Loan Ass rel-
ations, Chicago, 111;

(@ Except as the Board may o"ner-
wise direct in a specific case, obliga-
tions of the United States maturing in
£ years or les;

(3j Obligations with 5 years or ess
remaining util maturity, issued, or
fully guaranteed as to principal ai.d
interest, by:

@ A Bank(s);

@1 The Federal National Mortgage
Association:

@ii; jthr Government National Mon-

age Association;

(vi A Bankls) for Cooperatives, in-
cluding the Centra) Eank for Coopera-
aves;

() A Federal Lane Sankls);

W) A Federal Intermediate Credit
Eank(s):



t572.11
(iJi The Tennessee Valley Authori-

(iii The Exporl-Impon Bank of
the United States:

() The Commodity Credii Corpora-
ton: or

() The Federal Financing Bar.it:

(@ Time and savings deposits in an
insured banit inducing time deposits
held subject to a repurchase agree-
ment and loans of unsecured cayis)
funds 1o an insured ban): (Federal
funds or similar unsecured loans to In-
sured banks), up to an amount not to
exceed the maximum permissible in-
vestment in such deposits allcwed
under 5562.9-6 of this chapter, if:

@ Except for loans of unsecured
aayts) funds such time deposits are (C©)
negotiable and will mature in 1year or
less. (b) not negotiable and will mature
in 90 days or lss, or (© ot
withdrawable without notice and the
notice periods do not exceed 90 days:

@) Loans oi unsecured cay(s) funds
will mature in 6 months or less; anc

@ii) The priority of claims of a
lender of unsecured C2y(s) funds isnot
subordinate to claims of depositors in
the borrower thereof:
gE5V Bankers” acceptances of an in-
u, -ifbank iIf

@) The total of all such acceptances
of the same bank held by the same
member does not exceed one-fourth of
1 percent of total deposits of such
bank (as shown by its lest published
statement of condition preceding the
cate of acceptance):

(ii) Such acceptances will mature in
6months or les:

®) General obligations (other than
gold-related obligations) of any State,
territory, or possession of the United
States, or political subdivision thereof.
it

(;>Such obllgations continue to be
either io> rated in one of the four
highest grades by ihe most recently
published rating of suc-h obligations by
nationally rec-ogniaed investment
rating service or (di issued by a public
housing agtnty and have the full faith
and credit of the United Stales
pledgee under t14212mt) or ( !42Tiia)
0! Titic 41 cf the United Stales Coot,
as arr,-.ric.ee. and

(iii Sjch obligations will mature ir. 2
years or Itrs. anc

IS T

Titie 12— $Dioirj one Esnking

Shares or certificate? r. <.
open-enc management  investment
company regisierec with the Securi-
2 anc Exchange Commission under
the Investment Company Act of 1940.
while the portfolio of such company
restricted by Its investment policy,
cnangeaole only by vote of the share-
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Alaska State Legislature

YO Senate
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Labor & Commerce Committee juJmS'msu

SB 752 Sectional Analysis:

Section 1) Amends AS 06.30.115 pertaining to access to books and records of a savings
association. Members and stockholders of an association may inspect records pertaining to
his loan, savings account, or voting rights. Retains provision that the commissioner (or
his authorized representative), persons authorized by the association, and federal agencies
authorized, may inspect the books and records of an insured association.

Section 2) Bocks and records pertaining to accounts, loans and voting rights of members,
stockholders, savers and borrowers shall be kept confidential. d

Section 3) In a stock association each director shalx omn capital stock ($1,000', indiv-
idually or jointly with his spouse. Currently "in his oan right".

Section 4) Exempts participation loans authorized under AS 06.30.530 fran the prohibition
against securing loans by mortgages on properties loacted outside the state.

Section 5) amends As 06.30.520 by the addition of language which vrould allow property
improvement and consumer loans bo be secured by liens on real estate and mobile hemes.

Section 6) Adds the National Credit Administrator insured loans and loans approved by the
Department to the list of eligibility for participation loans.

Section 7) allows investments in 7Lquid assets as defined by federal regulation, as well
as assets excluded frcm the definition because of maturity limitations, but not time
deposits and binkersl acceptances.
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charge nay be made against borrowers for defaultc or prepayments.
However, nothing contained in this chapter prevents payment being
mede for the purchase of stock in a stock association. (§ 7 ch 49 SLA
1961; am § 12 ch 164 SLA 1978)

Effect of amendment — The 19v8 second sentences and added the third
amendment substituted "may not charge' sentence,
for “shall not charge" in the first and

Sec. 06.30.115. Access to books and records of association, (@)
Every member may inspect the books and records of an association
which pertain to his loan or savings account

(b) Except as provided in (a) and (c) of this section, the right of
inspection and examination of the books and records is limited to (1) the
commissioner or his authorized representatives as provided in this
chapter, (2) persons authorized to act for the association, and (3) any
federal instrumentality or agency authorized to inspect or examine the
books and records of an insured association.

(© In stock associations every stockholder may inspect 1he >eneral
books and records of the association except a stockholder may not have
access to the loan and savings records of other members. (5 8(a) ch 49
SLA 1961, am § 13 ch 164 SLA 1978)

Effect of amendment. — The 1978
amendment inserted "and (c)" in subsection
(b), and added suosection (c).

Sec. 06.30.120. Books and records pertaining to members
accounts to be kept confidential. The books and records pertaining to
the accounts and loans of members shall be kept confidential by the
association, its directors, officers and employees, and by the
commissioner, his examiners and representatives, except where
disclosure is compelled by a court of competent jurisdiction. No person,
including a member, shall have access to the books and records or shall
be furnished or shall possess a paitial or complete list of the members
except upon express action and authority of ihe board of directors.
(8 8(a) ch 49 SLA 1961)

Sec. 06.30.125. Communication between members. If a member
desires to communicate with another member with reference to a
question pending or to be presented for consideration at a meeting of
the members, the association shall furnish upon request a statement of
the approximate number of members of the association and an estimate
of the cost of forwarding the communication. The requesting member
shall submit the communication to the commissioner who if he finds it
is appropriate, truthful and in the best interests of the association and
its members, shall execute a certificate setting out these findings,
forward the certificate together with the communication to the
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association, and direct the association to prepare the communicationa., 1
mail it to the members upon payment to it by the requesting member
of the expenses of preparation and mailing. (§ 3(b) ch 49 SLA 1961)

Sec. 06.30.130. Application of 88 115—125 of this chapter to
federal savings and loan associations. To the extent that 8§ 115—125
of this chapter are not inconsistent with federal law, they apply to
i “eral savings and loan associations whose home offices are located in
this state, and to the members, except that the communication provided
forin§ 125 of this chapter shall be submitted to the Federal Home Loan
Bank Board, Washington, D.C., and forwarded only upon that board's
certificate and direction. (8 8(c) ch 49 SLA 1961)

Sec. 06.30.135. Association to publish and furnish annual financial
statement Every association shall prepare an annual statement of its
financial condition in the form prescribed or approved by the
commissioner. The staterment shall be published annually each January
in a newspaper of general circulation in the city in which, or in the
immediate vicinity of which, the home office of the association is located.
The association shall deliver a copy of the staterment to each member
upon his request (§ 9 ch 49 SLA 1961)

Sec. 96.30.140. Association under direction of board of directors.
The business of the association is directed by a board of directors of not
less than five or more than 25 as determined and elected by ballot from
among the members by a plurality of the votes of the members present.
If authorized by vote of the members, vacancies on the board of directors
may be filled by a simple majority vote of the remaining directors, and
those persons so appointed may serve only until the next annual meeting
of the association. At all times at !east two-thirds of the directors shall
be bona fide residents of this state. (8§ 10(a) ch 49 SLA 1961, am § 14
ch 164 SLA 1979

Effect of amendment. — The 1978 directors" at the end of the Becond
amendment substituted "25" for "15" in  sentence.
the first sentence and che language CJ.S. reference — 9 CJ.S. Banks and

beginning "vacancies on the board of Banking § 968 et seq.
uirectors” for "the directors may elec. all

Sec. 06.30.145. Qualifications of directors, (@ To qualify as a
director, a member of a mutual association shall hold a savings account
with the association having a withdrawal value of at least $1,000. A
director automatically ceases to be a director when he ceases to be a
member, or when the net equity above loans of all savings accounts in
the association held by him aggregates less than the minimum required
to be eligible for election as a director. However, no action of the board
of directors is invalid through the participation of the director in the
action. If a director becomes ineligible under this section by reason of
the exercise by the association of the right of redemption of savings
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accounts provided forin 8§ 475— 4850fthis chapter, heremains inoffice
until the expiration of his term or until he otherwise hecomes ineligible.

(b) In astock association each director shall own in his own right free
of any encumbrance capital stock of the association in an amountequal
to at least $1,000 in par value.

(c) Each directorshall take an oath thathe will faithfully and honestly
perform the duties of his office and will not violate or permit to be
violated any provisions of this chapter. The oath shall be filed annually
in the office of the department (§ 10(b) ch 49 SLA 1961;am § 15ch 164
SLA 1978)

Effect of amendment. — The 1978 "with the association” in the first sentence,
amendment designated the provisions of and deleted the former second sentence,
this section as subsection (a), and in that which read “If the assets exceed $2.5
subsection, substituted "a mutual asso- million, the withdrawal value of the account
ciation” for “an association” and “$1,000” must be at least $2,000.” The amendment
for "$500" in the first sentence, inserted also added subsections (b) and (c).

Sec. 06.30.150. Classification of directors. At the first annual
meeting, the directors shall by majority vote be divided into three classes
of as nearly equal numbers as possible. The term ox office of directors
of the first class expires at the first annual meeting following the first
election; the term of office of the second class expires one year
thereafter; and the term of office of the third class expires two years
thereafter. Ateach annual election thereafter directors shall be chosen
for a full term of three years to succeed those whose terms expire.
(8 10(c) ch 49 SLA 1961)

Sec. 06.30.155. Number of directors increased only by members.
The number of directors may be subsequently increased only by vote
of the members. (§ 10(d) ch 49 SLA 1961)

Sec. 06.30.160. How vacancy on board of directors caused by
increase in number of directors is to be filled. If the members fail to
electa director to fill each vacancy created by an increase, the directors
may fill the vacancy by electing a director to serve until the nextannual
meeting of the members, at which time a director shall be elected to fill
the vacancy for the unexpired term for the class of director in which the
vacancy exists. (S 10(e) ch 49 SLA 1961)

Sec. 06.30.165. Classification of n»w directors elected to fill
vacancies. Wheneverthe number of directors is changed and vacancies
caused by the change are filled, the directors so elected shall he
classified so that each of the three classes contains numbers as nearly
equal as possible. (§ 10(f) ch 49 SLA 1961)

Sec. 06.30.170. When vacancy on board of directors is to be filled
by directors. A vacancy among directors, notfilled by the members, may
be filled by a majority vote of the remaining directors, though less than
a quorum, by electing a director to serve until the next annual meeting
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successor in interest without notice to the original party, exceptwhere
there is a written agreement to the contrary, and may forbear to sue
ormay extend time forpaymentofthe secured debtor otherwise modify
its terms without discharging or in any way affecting the original
liability of the party upon the debt. (§ 23(f) ch 49 SLA 1961)

Sec. 06.30.520. Property improvement and small loans. An
association may make property improvement loans to property owners
for maintenance, repair, modernization, improvement, and equipment of
their properties. A loan may be made with or without security, except
that a loan without security may notexceed $4,500. An association may
not make property improvement loans exceeding 25 per cent of its
assets. Anassociation may make small loans to members with orwithout
security not exceeding $2,500. However, an association may not make
small loans exceeding 15percentofits assets. The total amountof loans
made under this section may not exceed 25 per cent of the assets of the
association. (8 23(g) ch 49 SLA 1961)

Sec. 06.30.525. Power to purchase loans and to lend upon loans.
The powerto make loans includes (L)the powerto purchase loans of any
type thatthe association may make and (2)the power to make loans upon
I'iitircuvity of loans of any type thatthe association may make. (8 23(h)
ch 49 SLA 1961)

Sec. 06.30.530. Participation loans. An association may participate
with otherlendersinloans of any type thatan association may otherwise
make, if the other lenders are instrumentalities of or corporations owned
wholly orin part by the United States or this state, or are associations
organized under the laws of this state, or are associations or
corporations insured by the Federal Savings and Loan Insurance
Corporation or the Federal Deposit Insurance Corporation, or are life
insurance companies with assets in excess of $100 million, or are
employees’or self-employed persons’trusts qualified and exempt from
federal income tax under the laws of the United States. (8 23(i) ch 49
SLA 1961)

Sec. 06.30.535. Sale of loans. An association may sell without
recourse any loan, including its participating interest in a loan, at any
time, if the total dollaramountofthe loan sold, including the sale, within
the calendar year beginning January limmediately preceding the date
of the sale, does not exceed a sum equal to 25 per cent of the dollar
amount of all loans and participating interests in loans held by the
association at the beginning of the calendar year. However, the
commissioner, upon application of the association showing good cause,
may authorize the sale of a greater amount during a calendar year.
Notwithstanding the limitations of this section, loans may be assigned
with recourse to the Federal Home Loan Bank of which the association
isa member. (§ 23(j) ch 49 SLA 1961)
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Article 9. Investments and Borrowing.

Sect; ,ii Section
610. Investments in securities 616. Investment in service corporation
615. Investments in real estate 620. Power to borrow

Sec. 06.30.610. Investments in securities. An association may invest
in the following securities:

(1) obligations of, or guaranteed as to principal and interest by, the
United States or this state without limitation;

(@ stock of a Federal Home Loan Bank of which it is eligible to he
amember and in obligations or consolidated obligations of any Federal
Home Loan Bank;

(3) stock or obligations of the Federal Savings and Loan Insurance
Corporation;

(4) stock or obligations of a national mortgage association or its
successor;

(5) demand, time, or savings deposits with a bank or trust company
whose deposits are insured by the Federal Deposit Insurance
Corporation; *

(6) stock or obligations of any corporation or agency of the United
States or this state, or in deposits therewith to the extent that the
corporation or agency assists in furthering or facilitating the
association’s purposes or powers;

(7) savings accounts of an association operating under this chapter
and of a federal savings and loan association;

(8) evidence of indebtedness which is a general obligation of a city,
town, village, school district, or other municipal or political subdivision
of this state;

(9) other stocks, securities or obligations which the commissioner
approves and places on a published list. An association investing in
securities listed by the commissioner is not required to dispose of the
securities ifata later time the commissioner removes the securities from
the list. (§ 26(a) ch 49 SLA 1961)

CJ.S. reference. — 9 CJ.S. Bunks and
Blinking! 1008 fit ueq.

Sec. 06.30.615. Investments in real estate, (a) An association may
invest an amount which does not exceed the sum of its capital stock,
surplus, undivided profits and reserve accounts in real estate including
buildings and appurtenances as may be or reasonably anticipated to be
necessary orconvenient for the transaction of its business from portions
of which a revenue may be derived by rentals or otherwise. However,
the commissioner may approve investment of a larger sum.

(b) An association may also invest in:

(1) real estate purchased at any type of sale upon which it has a lien
or claim;
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(B) secured in addition to the amortized mortgage by a savings
account held by the lending institution in an amount equal to 15
percent of the loan or other collateral acceptable to the department.

(3) No investment may be made in at jnventional loan secured by
a mortgage on a one-to-four family residence unless the mortgaged
property is located inside the state.

(4) Repealed by § 15 ch 71 SLA 1981.

(5) The loan may not be made to a director, officer, or employee
except when secured by home property owned and occupied by the
director, officer, or employee.

(6) No investment may be made in a mortgage upon a leasehold
unless

(A) the leasehold has an unexpired term ofnot less than two years
beyond the maturity of the loan;

(B) the principal amount of the mortgage loan is notin excess of 80
per cent of the appraised value of the leasehold; and

(C) provision is made for completed amortization ofthe loan within
an unexpired term by period payments as the department may pre-
scribe.

(7) No investment may be made in a conventional loan secured hy
amortgage ona multiple-family dwelling or improved real estate ifthe
loan exceeds 90 percent of the appraised value of the property or has
amaturity exceeding 40 years from the date the loan is made. (§ 23(c)
ch 49 SLA 1961; am § 27 ch 164 SLA 1978; am §§ 3-6, 15 ch 71 SLA
1981)

Effect of amendments. — The 1981 tuted "40" for "30" preceding "years,"

amendment, in paragraph (1). substituted
"the net worth of the association or an
amount equn) to 10 percent of the savings
liabilities of the association, whichever is
less, except that a mortgage investment in
the aggregate amount of $100,000 or less
may be made notwithstanding the provi-
sions of this paragraph" for "two percent of
the assets of the association at the lime the
investment is made, or $90,000 on a sin-
gle-family dwelling or $90,000 per unit on
a multiple-family dwelling or other
improved realty, whichever is greater, or
other maxima established by the commis-
sioner by rugulntion." In paragraph (2),
the amendment substituted "90" for "two
percent of the assets of the association at
the time the investment i6 made, or as
specified in (110fthis section, whichever is
greater, or more than 80" preceding
"percent of the appraised value,"” substi-

udded "a" preceding "mortgage” and sub-
stituted "insurer authorized to do business
in Alnsku with covcruge in an a .iounl
acceptable to the department” for "insur-
ance in an amount equal to 20 percent of
the loan issued by a mortgage insurer
authorized to do business in Alaska" in
subparagraph (A) and substituted "15" for
"10" preceding "percent" in subpnragrnph
(B>. In paragraph (3), the amendment sub-
stituted "No" for "except as provided in (11
of this section, no" preceding "investment"
and deleted "and the mortgngc has a
maturity not exceeding 30 years from the
date the loan is made" following "inside
the state." The 1981 amendment also
repealed paragraph (4) and added para-
graph (71.

Editor’'s notes. — For limitation on
investments in loans on improved real
estate, see paragraph (71 of this section

Sec. 06.30.505. Other loans, (ai An association may use for loans
other than those specified in AS 06.30.500 an aggregate amount not
exceeding 30 percent of the assets at the time ofuse, ora lurgeramount

o
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ifaloanmade after 30 percentofthe assets ofthe association have heen
used is made with a written commitment by a secondary investor to
purchase the loan within a reasonable time and with the approval of
the commissioner as follows:

(1) home loans, whether direct-reduction or not, which exceed 90
percentofthe appraised value ofthe home property securing the loan;

(21 [repealed]

(3) home loans ofany amount, which are not direct-reduction home
loans, regardless of where the home property securing the loan is situ-
ated;

(4) other real estate loans, whether amortized or unamortized,
regardless of amount or location of real estate securing the loan.

(b) A subsequent reduction of savings liability does not affect
outstanding loans made under this section.

(¢) An association may, subject to regulations adopted by the com-
missioner, invest not to exceed 20 percentofits assets in loans secured
by mobile homes.

(d) The loans referred to in (a) of this section may not exceed 90
percentofappraised value ofthe property securing the loans except as
provided in AS 06.30.500 and 06.30.510. (§ 23(d) ch 49 SLA 1961; am
§§ 28,29 ch 164 SLA 1978,am § 7 ch 71 SLA 1981)

Effect of amendments. — The 1981
amondment, in subsection (a), nddod "if a
loan mado after 30 percent of the assets of
the association hove been used is made
with a written commitment by a secondary’
investor to purchase the loan within u-roa-
sonable time and" preceding "with the
approval” in the introductory language
and in paragraph (1), substituted "90
percent of the uppraised value of for
"$90,000 aoch, regardless of where"
preceding "the home property" and deleted

In subsection fb), the amendment deleted
the former first sentence which read "The
power referred to in (a) of this section is
referred to 06 the '30 percent of uisets
lending power'” and substituted "this sec-
tion" for "the 30 percent of assets lending
power" in the second sentence. In subsec-
tion (c), the amendment substituted "20"
for "10" preceding "percent of its assets”
nnd, in subsection (d), substituted "90" for
"80" preceding "percent of appraiaed
value.”

"is situated" following "securing the loan."

Sec. 06.30.507. Lending standards. An association may not make
a loan unless it has determined that the type, amount, purpose, and
repayment provisions ofthe loan in relation to the resources and credit
standing ofthe borrower support the reasonable beliefthat the loan is
financially sound, will be repaid according to its terms, nnd is lawful.
(8 8 ch 71 SLA 1981)

Sec. 06.30.520. Property improvement und consumer loans.
An association may make property impro- ement loans to property
owners for maintenance, repair, modernization, improvement, and
equipment of their properties. In addition, an association may make
consumer loans. A property improvement or consumer loan may be
made with or without security. An association may not make property
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improvementloans exceeding 25 percent ofits assets orconsumer loans
exceeding 40 percent of its assets. (§ 23(g) ch 49 SLA 1961;am § 9ch

71 SLA 1981)

Effect of amendments. — The 1981
amendment added the present second sen-
tence, added "property improvement or
consumer"” preceding "loan" and deleted
"except that a loan without security may
not exceed $4,500” following "without
security” in the third sentence, deleted "an
association may make small loans to mem-
bers with or without security not
exceeding $2,500. However, an association

may not make” from the end of the third
and beginning ofthe fourth sentences, sub-
stitute! "or consumer" for ‘“small”
pireceding "loans exceeding,” substituted
40" for "15” preceding "percent of its
apgsets” and deleted the former last sen-
tence which read "The total amount of
loans made under this section may not
ekceed 25 percent of the assets of the asso-
ciation.”

Sec. 06.30.535. Sale of loans.
Repealed by § 15ch 71 SLA 1981.

Editor’'s notes. — The repealed Bection
derived from § 23(j), ch. 49, SLA 1961.

Sec. 06,30.540. Servicing loans. An association may service loans.
(S 23(k) ch 49 SLA 1961; am § 10 ch 71 SLA 1981)

second sentence which read "The
maximum principal amount of mortgager
and trust deeds serviced by an association
atany one time Bhail not exceed two-thirds
of the amount ofthe savings liability of the
association."

Effect of amendments. — The 1981
.--eendment  substituted "loans" for
"mortgages and trust deeds made by the
association and later sold subject to
regulations nnd restrictions pre' .ibed by
the commissioner” following service” in
the first sentence and deleted the former

Sec. 06.30.555. Security for real estate loans, (a) Every real
estate loan shall be secured by a mortgage, trust deed, or other
instrument constituting a first lien, or the equivalent of a first lien,
upon the real estate securing the loan, according to lawful or
well-recognized practice best suited to the transaction. The instrument,
constituting a first lien, is referred to in this chapter as a "mortgage."
The mortgage shall provide specifically for full protection to the asso-
ciation for the loan and additional advances and the usual insurance
risks, taxes, assessments, other governmental levies, maintenance,
and repairs. The mortgage may provide for the assignment of rents
which becomes absolute upon the borrower’s default and operative
upon written demand made by the association. The mortgage shall be
recorded in accordance with law.

(b)  An association may, subject to the requirements of this chapter,
make or acquire a loan by a second lien on improved real estate if

(1) payments on the loan secured by the first mortgage are current
and the bank retains in its records a written report of the status and
balance ofthe first lien loan as of the date the second lien loan ismade /
or acquired; o
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(2) the total ofthe balance of the loan secured by the first lien and
the loan secured by the second lien does not exceed the maximum
percentage of appraised value permitted under AS 06.30.500(2);

(3) the second mortgage agreement contains a provision that the
association is entitled to be subrogated to all rights of the bhorrower
under the first mortgage;

(4) the total aggregate amount of such loans outstanding does not
exceed 10percentofthe association’s assets. (§ 24 ch 49 SLA 1961;am
§ 30 ch 164 SLA 1978; am § 11 ch 71 SLA 1981)

Effect of amendments. — The 1981 "AS 06.30.500(2)” for "A'S 06.30.505(d)” in
amendment, in subsection (b), substituted paragraph (2).

Article 9. Investments and Borrowing.
Section

616. Investment in service corporations

Sec. 06.30.616. Investmentin service corporations. An associa-
tion may, subjectto the approval ofthe commissioner, investin capital
stock, obligations, and securities ofany service corporation organized
underthe laws ofthis state if: (1) the entire capital -'tock ofthe service
corporation is available for purchase only by one or more savings and
loan or banking institutions having their home offices in the state; and
(2) substantially all of the activities of the service corporation are
similar orincident to activities which may be engaged in by a service
corporation in which a federal savings and loan association may invest
orsuch otheractivities as the commissioner may approve. Investments
in sendee corporations may not exceed five percent of the assets ofan
association. (§ 33 ch 164 SLA 1978; am § 12 ch 71 SLA 1981)

Effect of amendments — The 1981
umendmant rewrote this section.

Article 11. Conservatorship and Receivership.

Section

665. Commissioner may apply for
appointment of conservator

Sec. 06.30.665. Commissioner may apply for appointment of
conservator. If satisfactory corrective action is not taken within a
reasonable time after the order of the commissioner under AS
06.01.030, the commissioner, ifhe believes that the public interest may
be served by the appointmentofa conservator, may, acting through the
attorney general, apply to the superior court for the appointment of r
conservator. (8 38(hi ch 49 SLA 1961; am § 4 ch 94 SLA 1980)
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