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FURTHER:

4/24/86
Date

Mr. President

The Committee m  FINANCE_____________________ considered HB 79 am_________

relating to financial  institution examinations; efd.

and (a majority o f  the committee) (the committee) reports i t  back with 
the following recommendations:

] do pass

] do pass with attached amendment(s)

replace with/or a d o p t s  CS for ________ A A A 2) ~7*A
) new t i t l e  ____
] same t i t l e  and recommends __________ A A tO  _________________

] and attached a "LETTER OF INTENT" [ r̂lfEW FISCAL NOTE

] reports i t  back without recommendation

] recommends referral to _______________________________________ Committee

1EMBERS SICNING MEMBERS HAVING
DO PASS OTIIER RECOMMENDATIONS
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Original sponsor: Rules Committee
by request

IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR HOUSE BILL NO. 79 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FOURTEENTH LEGISLATURE -  SECOND SESSION

A BILL

For an Act ent it led:  "An Act relating to f inancial  institution examina­

tions; and providing for an e f fec t iv e  date. "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 06.01.010(b) is amended to read:

(b) The commissioner shall assess every financial institution,  

and every applicant to establish a f inancial  inst itut ion,  a fee for 

the actual expenses incurred by the department in connection with an 

[ANY] examination or investigation,  whether regular or special.  The 

fee must [SHALL] include the proportionate part of  the salaries and 

cost o f  employee benefits of the examiners while conducting examina­

tions or investigations and while preparing reports of  them, and 

transportation costs and per diem of  each examiner while away from the 

examiner1s [HIS] duty station.  However, the cost to the financial
Q .C W 0

institution in connection with an examination may not exceed Sd̂ 'CHPO , 

for each [$7,500 PER] examination. The assessment shall  be made by 

the commissioner as soon as feasible after the examination or inves­

t igation has been completed. All  assessments shall be paid to and 

must be received by the department [BY EACH INSTITUTION] within 30

days after the financial  institution receives [RECEIPT OF] notice of

the assessment.

* Sec. 2. .AS 06.05.025(c) is  amended to read:

(c) Banks regulated under this chapter are subject to examina­

tion [AT LEAST ONE EXAMINATION A YEAR. ADDITIONAL EXAMINATIONS MAY BE

CONDUCTED] at the discretion of  the commissioner.

SCS HB 79(Fin)
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^  '* Sec. 3. The $L2>rOtfO maximum assessment for examinations of  financial

institutions enacted in sec. 1 o f  this Act applies to examinations or in­

vestigations commenced on or after the e f fe c t iv e  date o f  this Act.

* Sec. 4. This Act takes e f fect  immediately in accordance with AS 01. -  

10.070(c).



SECTIONAL ANALYSIS FOR SCS HB 79 (Finance)

An Act relating to financial institution examinations and 
providing for an effective date

Section 1

Raises the maximum bank examination fee from the current 
$7,500 to $12,000. This new fee would more accurately 
reflect the costs incurred by the Division of Banking in 
examining bank records.

Section 2

Eliminates the requirement that a bank must be examined 
annually. As passed by the House, a requirement was 
inserted that a bank must be examined at least once every 
two years. The Senate Labor and Commerce Committee offered 
an amendment deleting that requirement. That amendment has 
been incorporated into this proposed Finance CS.

Section 3

The new maximum rate would only apply to examinations begun 
after the effective date of this bill.

Section 4

Immediate effective date.
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H B  7 9  - P a g e  2 o f  3 FISCAL NOTE A N A L YS I S

Almost all (82%) of the financial entities regulated and examined by the 
Division of Banking, Securities and Corporations pay for most if not all 

of the cost of their examinations. With the exception of credit unions 

and one small savings and loan association, the $7,500 maximum allowable 
charge rarely covers the cost of an examination of those financial 

entities that are classified "depository financial institutions," i.e. 
banks (see Exhibit A).

The increase of the limit from $7,500 to $12,000 would not only cover the 

increased costs of doing examinations since the $7,500 was set back in 

1977, but this increase would also provide a more equitable sharing of 
the examination costs by the larger financial institutions.

It is urged that the assumption of increased revenues not be classified 

program receipts. To tie examinations of financial institutions to a 
program receipt requirement has the effect of assuming that all 

examinations can be scheduled alike and are predictable as to length of 

time and expense. In order to be effective in the determination in 

safety and soundness, the agency must have the latitude to concentrate in 

those areas of concern. To meet program receipt requirements would choke 
the very purpose for the examinations.

0971W101284a



EXHIBIT A

* *

Cost of Examination H P  79 - P a g e  3 o f  3

FY '84 Cycle

Asset Amount % of Propos. % Paid
Size (in Type Cost of Paid by Cost Limit Based on

Financial Institution Millions) of Exam Exam Instit. Recov. 12,000 12,000

Bank 582.8 Joint 12,542 7,500 60 12,000 95

Bank 425.5 Joi nt 13,230 7,500 56 12,000 91

Bank 342.1 Joint 7,812 7,500 96 7,812 100

Bank 236.0 20,554 7,500 36 12,000 58

Bank 178.0 25,848 7,500 29 12,000 46

Bank 102.8 Joint 12,478 - 7,500 60 12,000 ' 96

Mutual Savings Bank 81.5 5,083 5,083 100 5,083 100

Bank 69.0 11,283 7,500 66 11,283 100

Bank 44.8 Joint 4,311 4,311 100 4,311 100

Savings & Loan 40.0 Visit. 525 525 100 525 100

Savings & Loan 25.2 6,132 6,132 100 6,132 100

Savings & Loan 7.7 1,601 1,601 100 1,601 100

Bank (New) New

Credit Union 5,721 5,721 100 5,721 100

Credit Union Joi nt 1,603 1,603 100 1,603 100

BHC (1-a) 253 253 100 253 100

BHC (1-b) 182 182 100 182 100

BHC (2) 1,309 1,309 100 1,309 100

BHC (3) 612 612 100 612 100

BHC (4) New

BHC (5) New

Trust 895 895 100 895 100

Trust New

Finance Company 264 264 100 264 100

Finance Company 290 290 100 290 100

Finance Company 392 392 100 392 100

Finance Company New

Finance Company New

Finance Company New

Premium Finance Co. 384 384 100 384 100

Premium Finance Co. 684 684 100 684 100

Premium Finance Co. 407 407 100 407 100

Premium Finance Co. 407 407 100 407 100

Premium Finance Co. 676 676 100 676 100

Premium Finance Co. 392 392 100 392 100

Premium Finance Co. 712 712 100 172 100

Premium Finance Co. 229 229 100 229 100

Premium Finance Co. 241 241 100 241 100

Premium Finance Co. 615 615 100 - 615 100

Premium Finance Co. 679 679 100 679 100
Premium Finance Co. 598 598 100 598 100

138,944 87,697 63% 114,292 82%

Joint = Joint examination with appropriate federal insuring agency
Visitation = Short examination for a specific area of concern

New = Fees received under Investigations - Examinations due next cycle



BILL SHEFFIELD, GOVERNOR

POUCHD 
JUNEAU. ALASKA 99811

D E P A R T M E N T  O F  C O M M E R C E  &  

E C O N O M I C  D E V E L O P M E N T Banking & Securities 465-2521
Corporations Section 465-2530

DIVISION OF BANKING. SECURITIES. SMALL LOANS & CORPORA TIONS '

Honorable Mike Navarre, Chairman 

House Labor and Commerce Committee 

Alaska State House 

Pouch V

Juneau, Alaska 99811 

Attention Roger Poppie 

Dear Representative Navarre:

I've enclosed the information you requested on HB 79. Please 

note that this information relates only to the examination and 

regulation of commercial banks. There is a large portion of 

the examiners' time spent, on other than banking examinations, 

i.e., investigations of applications^’Tomplaints, interpreta­

tion of banking laws, and research on current events in deregu-

Exhibit A is a breakdown by states of Annual Assessment/Examin­

ation Fees of commercial banks. The average assessment for a 

bank of $50,0'v\ 0 0 0  is $6,360; banks of $100,000,000 in size is 

$11,590; anu jver $500,000,000 is $50,765. These amounts are 

only ranges and do not take into consideration the additional 
fees noted in the exhibit.

Exhibit B is a publication just received on the new charges 

that Comptroller of Currency levies on nationally-chartered 

commercial banks. Table 1 on page 2 sets out the semiannual 

assessment. Banks with $50,000,000 in assets would be charged 

$13,726 annually. Those of $100,000,000 would be charged 

$22,676, and $500,000,000 would have a $67,976 annual assess­

ment. See page 5, Exhibit B. These assessments are paid 

whether they are examined or not. Number 1 and 2 rated banks 

are examined only every 36 months.

ANCHORAGE
January 31 , 1985 Corporation Information 563-2163

RE: House Bill 79

Fees on Examination

lation



Ho n o r a b l e Mik e Navarre -2- J a n u a r y  31, 1985

Exhibit C is a table on the frequency of examination by various 

states. Exhibit 0 shows the disposition of funds received by 
the states.

I hope this covers the areas of your request. If I can be of 
any other assistance, please let me know.

Director

WFK/mel935M
13185B

Enclosures

cc: Commissioner's Office, DCED



A N N U A L  C O M M E R C I A L  B A N K  A S S E S S M E N T / E X A M I N A T I O N  FEE, 

 __________ B Y  SIZE O F  B A N K ,  S E P T E M B E R  30, 1903

Asset size of bank

State 10M 25M 50M 100M 500M 1 B
abama 3,240 5,100 8,200 14.400 53,800 98,800aska10 (u) (,4> n C4) (U, (14)
izona2 700 1,750 3,500 7,000 35,000 70,000kansas 2,025 3,563 5,188 7,188 23,188 43,188ililornia6 n/a n/a n/a n/a n/a n/a
rlorado3 n/a n/a n/a n/a n/a n/amnecticut3 n/a n/a n/a n/a n/a n/ailaware5-10 n/a n/a n/a n/a n/a n/airida 2,000 4,100 7,600 14,600 70,600 140,600rcorgia4 10 4.750 6,700 •10.000 15,000 39,000 69,000tarn I'4) n n C4) C4) n
iwaii (’4) n C4) 04) I'4) c4)iho7 ,0 4,350 7,200 11,950 17,950 57,950 102,950nois10 1,770 3,570 6,320 ’ 10,820 38,820 63,820liana 2,120 3.270 4,270 6,270 22,270 62,270va'° 500'5 1.100'5 1.60015 2.500'5 3.300'5 3.300'5
nsas6 n/a n'a n/a n/a n/a n/antucky15 500 1,250 2,500 5,000 25,000 50,000uisiana' 650 1,325 2,450 4,700 22,700 45,200ine5 10 n/a n/a n/a n/a n/a n/aryland 1,720 2,920 4.920 8,920 40,920 80,920
ssachusetis'0 710 1,775 3.550 7,100 35,500 71,000:higan 1.05015 2.62515 5.25015 10.500'5 52.500'5 105.000'5tnesota I1) (s) (4) (4) Is) (s)isissippi 1.560 3,810 7,560 15,060 75,060 150,060souri 1,304 3,261 6,522 13.045 65,224 130,448
ntana 1.600 3,400 6.400 , 12,400 60,400 120,400iraska 500'5 1.25015 2.50015' 5,00015 25.000'5 50.000'5ada1- 10 2.200 5,200 10,200 20,200 100,200 140,200v Hampshire (,4I C4) (N, I'4) C4) C4)v Jersey 300'5 750,s 1.500'5 3.000'5 15.000'5 30.00015
v Mexico' 950 2.075 3,950 7,700 37,700 75,200v York5 10 n'a rna n/a n/a n/a n/ath Carolina 1,273 3.073 6.073 12,073 60,073 120,073th Dakota 1,250 3.125 6,250 12,500 62,500 125,0000 1,700 4.250 8,000 15,000 60,000 100,000

t

Continued from preceding page.

Asset size ol bank

State 10M 25M 50M 100M 500M 1 B
Oklahoma 1,450 3,250 6,650 ' 13,150 65,150 130,150Oregon10 2.50015 6.250'5 12.500'5 25.000'5 125.000'5 250.000'5Pennsylvania'0 81515 1.490'5 2.615'5 4.86515 22.86515 ' 45,365'sPuerto Rico 2,000 5,000 10,000 20,000 100,000 200,000Rhode Island6',0 n/a n/a n/a n/a n/a n/a
South Carolina 1,559 3,896 7,793 15,586 77,929 155,858South Dakota9 1,800 3,900 7,400 14,400 70,400 140,400Tennessee6 n/a n/a n/a n'a n/a ■ n/aTexas6 n/a n/a n/a n/a n/a n/aUtah10 " 3,300 5,590 7,340 10,840 30,840 45,840
Vermont3'5 n/a n/a n/a n/a n/a n/aVirginia8-12 • 3,275 5,900 10,275 15,275 51,525 90,275Washington10- 13 3.53015 5.840'5 9.840'5 17.840'5 59.38515 101.900'5West Virginia6'10 n/a n/a n/a n/a n/a n/aWisconsin 58015 1.450'5 2.900'5 5.800'5 29.000'5 58,nu0'5Wyoming10 3,400 5,800 9,000 15,000 63,000 123.000'5
'Plus S50 per branch.
’Special examinations: SlOO/day/examiner.
Assessment based on asset size, to balance banking dept, budget.
‘Plus S300 per branch.
sBased on asset size, plus hourly lee.
‘Based on assets; inlormation not available.
'Plus $100 per branch.
“Hourly lee on trust exams.
’Plus $200 per branch
'’There is an assessment/examination lee lor bank holding companies also. 
"Plus $150 per branch.
’’Plus $250 per branch.
,3Plus $75 per branch.
"Hourly lee. 
lsPlus hourly lee.

E
x
h
i
b
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10S8 M l -85 New M atters 90,433
I n c r e a s e d  S e m i a n n u a l  A s s e s s m e n t  S c h e d u l e  for N a t i o n a l  B a n k s

N a tio n a l B a n k s— A s s e s s m e n t  F e e s — S e m ia n n u a l S ch ed u le— E x a m in a t io n  C o s ts —  
In c r e a se -O C C  A m e n d m e n t.— T he Com ptroller o f the C urrency increased the rates in its semian­
nual assessment schedule for national banks to reflect the costs o f exam ination attributable to a 
particular bank. As in the old schedule, the m arginal assessment rate of an individual bank in the 
new schedule will decrease as its asset size increases. In addition , the Com ptroller of the Currency 
will offset declines in the overall average assessment rate due solely to inflationary growth in bank 
assets b y  indexing the schedule annually to  changes in the general price level.

B ack  reference: U 60 ,542.

[ O C C  N o t i c e )  

D E P A R T M E N T  O F  T H E  T R E A S U R Y  

C o m p tr o l le r  o f  th e  C u rre n cy  

12 C F R  P a rt  8 

[D o c k e t  N o . 84 -37]

A ss e s s m e n t  o f  F ees ; N a t io n a l B a n k s ; D is ­
tr ic t  o f  C o lu m b ia  B a n k s

A G E N C Y ; Com ptroller o f  the C urrency, T rea ­
sury.

A C T I O N :  Final rule.

S U M M A R Y : T h e  O ffice o f  the Com ptroller of 
the C urrency ("O ff ice ” )  is increasihg the rates 
in its sem iannual assessm ent schedu le for 
national banks, D istrict o f  Colum bia banks, and 
fe d e r a lly  licen sed  b ran ch es an d  a gen cies . 
U nchanged for eight years, the old schedule 
failed to produce revenue su fficient to cover 
operating costs, which were boosted by  inflation, 
an increase in responsibilities, and a m oderniza­
tion o f bank exam ination techniques. T he new 
schedule, like the old one. conform s to this 
O ffice 's  philosophy that the assessments paid by 
a bank should reflect, to the extent possible 
under existing statutory  provisions, the costs of 
supervising it. On a per-dollar-of-assets basis, 
those costs decline as bank size increases. T here­
fore. in the new schedule, like the old one, the 
m arginal assessment rale o f  an individual bank 
decreases as its asset size increases. In addition, 
the O ffice  will offset declines in the overall aver­
age assessment rate due solely to inflationary 
growth in bank assets by  indexing the schedule 
annually to changes in the general price level. 
T he new schedule replaces the current assess­
m ent schedule and its tem porary 12-perccnt 
surcharge for assessment fees due on January 
31 , 1985, and following paym ent dates.

E F F E C T I V E  D A T E : January 31 , 1985.

F O R  F U R T H E R  I N F O R M A T I O N  C O N ­
T A C T :  Roger T u fts, F inanciar Econom ist, E co ­
n om ic  an d  P o licy  A n a lys is  D iv ision  (2 0 2 )  
447-1924 or Jonathan R ushdoony, A ttorney. 
L eg :.I  A d v is o r y  S e rv ice s  D iv is io n  (2 0 2 )  
447-1880, O ffice o f the C om ptroller o f the C ur­
rency. 4 9 0  L 'E n fan i Plaza East, SW ., W ashing­
ton. D C  20219.

S U P P L E M E N T A R Y  I N F O R M A T I O N :  
T h e  O ffice  was created b y  Congress lor the 
purpose o f regulating the national b jn k in g  sys­

tem . U nder the National Bank Act, 12 U.S.C. 1 
et seq., the O ffice  is responsible for ensuring the 
national banks com p ly  with all applicable laws 
and operate in a safe and sound manner.

T he O ffice 's  responsibilities are accomplished 
through the exam ination o f supervised institu­
tions and affiliated  entities. Under 12 U.S.C. 
482  and 3102, this O ffice is directed to recover 
the costs o f its operations by  assessing fees on all 
national banks, D istrict of Colum bia banks, and 
federal branches and agencies of foreign banks. 
O n N ovem ber 14, 1984, the O ffice accordingly 
published  a n otice  o f proposed rulem aking 
(D ock et N o. 84 -36) in the F edera l R eg ister , 49  
F R  45102, that would revise the assessment 
schedule in order to yield sufficient revenue to 
m eet the O ffice 's  future costs of operation, as 
currently  projected in its budget.

Section 482 requires that those assessments 
be  m ade in proportion to a bank's assets or 
resources and  that the rate o f assessments be the 
sam e for all banks o f the same asset size. The 
current and new assessment schedules fulfill 
that statutory requirement. First N a t i o n a l  B a n k  

o f  M i l a c a  v. H e i m a n n ,  572 F.2d 1244 (8th Cir. 
1978).

Following publication o f the notice o f pro- 
p llsrt rulem aking in the F ed era l R eg ister , the 
O ffice  sent a Banking Bulletin containing the 
proposal to the ch ie f executive officer of each 
national bank. T he purpose o f that Banking 
Bulletin, dated  N ovem ber 20, 1984, was to 
ensure that each national bank received direct 
and tim ely notice o f the proposed changes and 
to  explain the reasons for them.

A s sta led  in that proposal, the revisions 
change none o f the current schedule's basic char­
acteristics, i.e., the use o f asset size to determ ine 
the am ount assessed and the use of marginal 
assessment rales that decrease as the asset size 
o f a bank increases. The revision more closely 
im plem ents the O ffice 's relative cost coverage 
philosophy and addresses the problems caused 
by  the com bination o f a declining marginal rate 
schedule and inflation of the type and extent 
experienced since 1976.

C o m m e n ts

C om m ents on the proposal were solicited both 
b y  the F ed era l R eg is te r  nttiee o f proposed 
rulem aking and by the issuance of the Hanking 
B ulletin to each national bank. T he O ffice 
requested that com m ents be received no later

Federal Banking L aw  R eports H 86 , 145



Exhibit B

9 0 , 4 3 4 New M atters
In c r e a s e d  S e m i a n n u a l  A s s e s s m e n t  S c h e d u l e  (or N a t i o n a l  B a n k s

1058 1-11-85

than D ecem ber 14, 1984. In response, 19 com ­
m ents were received. M ost cam e from small 
national banks (those under $500 million in 
assets) which were opposed to the proposal as 
drafted. Several specific concerns were raided. 
All but three com m enters espoused the belief 
that the additional costs incurred by  the O ffice 
to  exam ine banks requiring special supervisory 
attention should not be paid by  d ean , well-run 
banks.

T o  better align O ffice  supervisory costs and 
assessments, a large m ajority o f all com m enters 
suggested that the assessment schedule should 
be based on the d irect costs attributed to exam ­
ining a particular bank, not its asset size. This 
O ffice is aware o f the inequities identified by 
those com m enters. As the statute currently  
reads, however, the O fficer is not authorized to 
charge a higher assessment to banks that are 
experiencing d ifficu lties.1 Revising the assess­
m ent schedule to a d irect-cost basis would 
require an am endm ent to 12 U.S.C. 482 , a 
change explicitly  suggested by six com m enters. 
A lthough a statutory change is not a feasible 
alternative to the current revision, _the O ffice 
intends to review its long-term  reve'nue needs 
and consider requesting Congress for a statutory 
change as part o f that review .

Six com m enters questioned O ffice  diligence in 
controlling costs. As explained in the proposal, 
the O ffice  has sought to offset the effects of 
inflation and increased responsibility by restruc­
turing and m odernizing its operation, em ploying 
resources more e ffectively  and providing belter 
service. In fact, the O ffice has estim ated that, 
without the restructuring and m odernization 
efforts, it would have needed a m uch larger staff 
to carry out its responsibilities.

In the same vein, three com m enters thought 
O ffice expenses should be lower because their

institutions are receiving full-scale, com prehen­
sive exam inations less frequently. These com ­
ments refer to the O ffice ’s revised exam ination 
priority schedule that calls for on-site exam ina­
tions less frequently at smaller, well-run banks 
and m ore frequently at large a n d /o r  special 
supervision banks. In conjunction with changes 
in the exam ination priority schedule, however, 
cam e a com m itm ent to m ove toward more off- 
s ite  m onitorin g o f bank perform ance. T h is  
required a large initial investm ent in systems 
and com puter hardware that will produce cost 
savings in the years ahead.

After consideration o f  the issues raised by the 
com m enters, it is clear that im plem entation o f 
the suggestions o f  most com m enters requires 
changes in the law. W hile a change in the law 
along the lines suggested by  the com m enters 
m ay perm it adoption o f a  revenue system  that it 
perceived  to be m ore equitable, a statutory 
change would take considerable tim e and the 
current financial position o f  the O ffice requires 
prom pt action. T he O ffice is, therefore, im ple­
m enting the assessment schedule as proposed in 
the F e d e ra l R e g is te r  on N ovem ber 14, 1984 
(See table 1). It will be used in determ ining the 
assessment fees to be paid by  national banks on 
January 31 , 1985, and July 31, 1985. Thereaf­
ter, the schedule will be revised annually in 
a c c o r d a n c e  w ith  the in d ex in g  p roced u re  
described below. T he indexing procedure will 
insulate the assessment schedule from  distor­
tions caused by any future inflation. Such d is­
tortions w ould result in d eficits  that could 
im paiT th e  O ffice 's  ability  to meet its responsi­
b ility  o f m aintaining the safely  and soundness 
o f  the national banking system.

T able 1.— P roposal for Sem i-A nn ual  A ssessment Schedule  for January and  June 1985
If the bank's total assets (consolidated domestic and foreign 

subsidiaries) 
are— The semi-annual Assessment is—

Over— But not over— This amount— Plus 01 excess over—
Million Million Million

0 $1.7 0 0.001000 0
$1.7 15 $1,700 .000125 $ 1 7

15 85 3,363 .OOOUX) 15
85 165 10.363 .000065 85

165 835 15,563 .000055 165
835 1.670 52.413 o oom s 835

1.670 S.010 89.988 m n \ n 1.670
5,010 16.695 223.588 .001X154 5,010

16.695 33.390 620.878 .<m>32 16.695
33.390 1.155.118 OfXxi’ l 33,390

1 The Office is authortieil lu cnmluti and charee scpa- 
rately for each examination alter the second one conduct'd

1186,145
in a unde calendar vrar Kur thtmr inmm.Uitmv an hourly 
fee iv imtMwU.

£>1985. Commerce Clearing House. Inc.



Exhibit B

1058 1-11-85 N ew M atters 90,435
I n c r e a s e d  S e m i a n n u a l  A s s e s s m e n t  S c h e d u l e  for N a t i o n a l  B a n k s

Special Studies
E x e c u t i v e  O r d e r  1 2 2 9 1

The aggregate e ffect o f the rule on the econ- 
om y  is estim ated to be $15 million in 1985. This 
am ount represents the difference in expected 
assessment revenues between the current and 
new schedules. T he aggregate am ount will be 
spread am ong all national banks and federal 
branches and agencies, some 4 ,900 institutions. 
Institutions o f sim ilar size will face the same 
im p act. T hu s, the effect o f  the revision is 
unlikely to  put com peting institutions at a d is­
advantage with one another or with other com ­
peting suppliers o f financial services. Finally, 
the rule is not envisioned as having significant 
adverse im pacts oh the ab ility  o f U.S.-dom iciled 
national banks to com pete with foreign com peti­
tors. T his is due to the fact that, generally, only 
the largest institutions in the national banking 
system  com pete d irectly  with foreign banks, and 
the effect o f  the rule on their earnings is slight.

A ccord ingly , this O ffice has concluded that 
the rule does not meet any o f the conditions set 
forth  in E xecutive Order 12291 for designation 
as a m ajor rule. Consequently, a regulatory 
im pact statem ent has not been prepared.

R e g u l a t o r y  Flexibility A c t

T his O ffice  is sensitive to the im pact o f the 
rule on sm all entities; therefore, pursuant to th e  
R egulatory  Flexibility A ct. Pub. L. N o. 96-354, 
94 Stat. 1164, 5 U.S.C. 601-612, a prelim inary 
regulatory flexibility analysis was prepared. N o 
inform ation received by the O ffice altered the 
conclusions o f that analysis. C onsequently, the 
final regulatory flexibility analysis is not appre­
c iab ly  different from  the prelim inary one. C op ­
ies o f the final analysis m ay be obtained by 
w riting to: Com m unications Division, O ffice oi 
the Com ptroller o f the Currency, 490 L 'E n iant 
Plaza East, S\V„ 3rd Floor. W ashington, D .C. 
20219. T elephone (2 02 ) 447-1800.

T o  sum m arize that analysis, this O ffice has 
endorsed the principle of relative cost coverage 
whereby a bank wilt be assessed in relation to

the costs o f exam ination attributable to that 
bank. As a group, banks with under $500 million 
in assets are currently not assessed an amount 
sufficient to recover the cost o f their exam ina­
tion, regulation, and supervision. Assessments 
on banks with over 5500 million in assets have, 
in e ffect, been providine a cost subsidy for the 
exam ination o f those smaller banks. In order to 
reduce this subsidy and to im plem ent further 
the O ffice 's rclative-cost-coverage principle, the 
new schedule m oves sm allcr-sizcd banks toward 
100 percent relative cost coverage (see T abic  2).

T A B L E  2 . R elative  C ost C overage

[Current versus revised assessment schedule)

Bank size (millions)
Index*
current

Index*
revised

Number 
of banks

$0 to S lO ......................... .33 .38 348
$10 to $ 5 0 ....................... .41 .43 2.284
$50 toSlO O .................... .63 .67 1,082
$100 to $500.................. .95 1.01 935
$500 to $1,000 .............. 1.21 1.23 101
$1.C00 to $3.000........... 1.23 1.20 106
$3,000 to $10.000......... . 2.11 1.98 54
$10,000 to $ 2 0 .0 0 0 ... . 1.83 1.66 6
Over $20,000 ................ . 3.63 3.44 10

* T his indices represent the 1984 relative cost 
coverage under alternative assessment sched­
ules. The index is defined as the proportion oi 
total revenue the O ffice receives irom banks in a 
size category divided by the proportion oi exam ­
ination costs attributable to those banks. An 
index value o f less than one indicates that banks 
are paying less than their proportional share o f 
O ffice costs.

The revised schedule is not designed to achieve 
100 percent relative cost coverage because of 
the greater im pact that would have on banks 
with less than S100 million in assets. In addi­
tion. although the im pact o i the revised schedule 
on bank earWhgs is larger ior small hanks, the 
reduction in earnings, in absolute terms, is m ini­
mal (see Table 3).

F e d e r a l  B a n k i n g  L a w  R e p o r t s 1186,145
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Zxi'i i b i t B

N a t i o n a l  B a n k ' s  -  A s s e s s m e n t  E x a m p l e
1 9 8 5

$ 5 0 , 0 0 0 , 0 0 0  i n  A s s e t s

1 5  MM = 3 , 3 6 3
3 5  MM X  . 0 0 0 1 0 0  = 3 . 5 0 0

s e m i - a n n u a l  = 6 , 8 6 3  x 2 -- 1 3 , 7 2 6
a n n u a l  = $ 1 3 , 7 2 6

$ 1 0 0 , 0 0 0 , 0 0 0  i n  A s s e t s
8 5  MM = 1 0 , 3 6 3  
1 5  MM X  . 0 0 0 0 6 5  = 9 7 5

s e m i - a n n u a l  = 1 1 , 3 3 8  x 
a n n u a l  = $ 2 2 , 6 7 6

2 = 2 2 , 6 7 6  •

$ 5 0 0 , 0 0 0 , 0 0 0  i n  A s s e t s

•

1 6 5  MM = 1 5 » 5 6 3
3 3 5  MM X  . 0 0 0 0 5 5  = 1 8 , 4 2 5

s e m i - a n n u a l  = 3 3 ,  9 8 8  ~”"x 2 = 6 7 , 9 7 6
a n n u a l  = $ 6 7 , 9 7 6

p a g e  5
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Exhibit C

R E Q U I R E D  F R E Q U E N C Y  O F  B A N K  E X A M I N A T I O N S ,  

S E P T E M B E R  30.1983

Stale
AlabamaAlaskaArizonaArkansasCalifornia
ColoradoConnecticutDelaware
FloridaGeorgiaGuam
HawaiiIdahoIllinoisIndiana
Iowa
KansasKentuckyLouisiana
MaineMaryland
MassachusettsMichiganMinnesota
MississippiMissouri

New Mexico New York North Carolina North Dakota Ohio

Every 12 mo.

MontanaNebraskaNevadaNew Hampshire New Jersey

■wiggin g

XX

X'
X
XX

X
X
X

X4

XXX

Every 18 mo. Other

FDIC and/or FRS exam, acceptable in lieu of State exam, by Statute

Once every 2 years Once every 2 years Once every 2 years
As often as deemed necessary*

XX3
As often as deemed necessary

Once every 2 years

Once every 2 years

XX
No time requirement5

At discretion of Commissioner5

X*

YesYesYesNoNo
NoNoNoYesYesYes
NoYesNoYesNo
YesYesYesYesYes
NoYesYesYesYes
YesYes
YesNoNo
YesYesYesYesNo

f y e -  I



Exhibit C

FDIC and/or FRS exam, acceptable Every Every in lieu ol StateState 12 mo. 18 mo. _______ Olher_______  exam, by Statute

Continued from preceding page.________________________________________

Oklahoma X6 Yes
Oregon X Yes
Pennsylvania X Yes
Puerto Rico X Yes
Rhode Island X Yes

South Carolina X* Yes
South Oakota Once every two years Yes
Tennessee X Yes
Texas X Yes
Utah As Commissioner considers Yes

necessary7

Vermont Once every three years3 Mo
Virginia X No
Washington X Yes
West Virginia X Yes
Wisconsin X Yes
Wyoming X Yes

'In practice, banks are examinee every 18-20 montns.
Jln practice, banks are examined every 12 montns.
3ln practice, banks are examined every 12-15 montns.
4ln practice, banks are examined every lft1*montns.
•In practice, banks are examined every 2 years.
•In practice, banks are examined every 6 monttts.
7ln practice, banks are examined every 18 months.
•In practice, banks are examined every 15 to 18 months.
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Exhibit D

DISPOSITION O F  R E C E I P T S  F R O M  F E E S  A N D  A S S E S S M E N T S ,  

_______________ S E P T E M B E R  30. 1983__________________________

In the following states, all revenues are deposited into the State's general fund and the annual budget for the banking department is appropriated by-the legislature:
Alaska Louisiana New MexicoArizona Maryland New York5Arkansas5 Massachusetts North DakotaColorado Minnesota OklahomaGeorgia Missouri Puerto Rico7Guam Montana Rhode IslandHawaii Nevada South CarolinaIdaho New Hampshire VermontIowa New Jersey Wyoming

In the following states, all revenues collected are deposited into a special fund to be used only for the expenses of the banking department, but the annual budget of the aeoartment is subject to approval by the legislature:
Alabama Kentucky OregonCalifornia Maine Pennsylvania4Connecticut Michigan South DakotaDelaware' Mississippi UtahFlorida Nebraska VirginiaIllinois North Carolina West Virginia
Indiana Ohio Wisconsin5Kansas

In the following states, all revenues collected are deposited vith and controlled by the banking department:
Tennessee2Texas®Washington

'Except for bank charters, license lees, and franchise tax collections, 
fiscal operations of banking department are reviewed annually by me legislature. 
390% ol revenue is deposited info a special fund: I0°ts goes mlo general fund. 
4Subiect to approval by the governor's office.
“Funds can only be used by banking department, but are decostied in general fund
“Annual budget aoproved by Finance Commission.
fFirst S1.I00.0Q0 deposited into general fund, remainder in special fund.
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B IL L  S H E F F I E L D

S t a t e  o f  A l a s k a

□ FFlCE OF  THE GOVER NOR
J u n e a u

January 18, 1985

The Honorable Ben Grussendorf 
Speaker of the House 
Alaska State Legislature 
Pouch V
Juneau, AK 99811

Dear Representative Grussendorf:

Under the authority of art. Ill, sec. 18, of the Alaska 
Constitution, I am transmitting a bill which increases the 
fee that the commissioner of commerce and economic 
development may assess a financial institution for investi 
gation and examination costs. It raises the existing 
maximum of $7,500 to a maximum of $12,000 per examination. 
The fee increase is necessary because costs associated 
with these examinations have risen more than 50 percent 
since 1978 when the $7,500 maximum fee was first estab­
lished.

The bill also eliminates the requirement in current law 
that state banks be examined by the department annually. 
Examination of a bank under the bill is left to the 
discretion of the commissioner. This will allow the 
department to focus on problem banks and will free banks 
that are in stable condition from unnecessary paperwork 
and examination costs.

An additional, technical amendment is included in sec. 1 
of the bill, rewriting but not changing the substance of 
the last sentence of AS 06.01.010(b).

Sincerely

Bixj. saerneiQ 
Governor



S E N A T E  A M E N D M E N T .

B y  Senate Labor and Commerce Committee

To: ______________________________________ S E N A T E  B I L L  No.

To:  H O U S E  B I L L  No. h b 79am

P a g e : i L i n e : 28

After the word commissioner add a and delete: "but not less than once every

24 months,"



Int r o d u c e d :  1/18/85
R e f e rred: L a b o r  & C o m m e r c e
a nd F i n a n c e

B Y  T H E  R U L E S  C O M M I T T E E  BY
1 IN T H E  H O U S E  R E Q U E S T  OF  T HE G O V E R N O R

2 H O U S E  B I L L  NO. 79 a m

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

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

5 A  B I L L

6 F o r  an A c t  entitled: "An A ct r e l a t i n g  to f i n a n c i a l  i n s t i t u t i o n  examina-

7 tions; and p r o v i d i n g  f or an  e f f e c t i v e  d a te."

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

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

10 (b) T h e  c o m m i s s i o n e r  s h all asse s s  e v ery f i n a n c i a l  i n s t i tution,
i

11 and e v e r y  a p p l i c a n t  to e s t a b l i s h  a f i n a n c i a l  i n s t i t u t i o n ,  a fee for

12 the a c t u a l  e x p e n s e s  i n c u r r e d  by the d e p a r t m e n t  in c o n n e c t i o n  w i t h  any

13 e x a m i n a t i o n  or i n v e s t i g a t i o n ,  w h e t h e r  r e g u l a r  or  special. The fee

14 s h a l l  i n c l u d e  the p r o p o r t i o n a t e  part of the s a l a r i e s  a nd cost of em-

15 p l o y e e  b e n e f i t s  of the e x a m i n e r s  w h i l e  c o n d u c t i n g  e x a m i n a t i o n s  or in-

16 v e s t i g a t i o n s  a nd w h i l e  p r e p a r i n g  r e p orts of them, a n d  t r a n s p o r t a t i o n

17 costs and p e r  d i e m  of e ach e x a m i n e r  w h i l e  a w a y  f rom his dut y  station.

18 H o w e v e r ,  the cost to the f i n a n c i a l  i n s t i t u t i o n  in c o n n e c t i o n  w i t h  an

19 e x a m i n a t i o n  m ay not e x c e e d  $ 1 2 , 0 0 0  [$7,500] p e r  exa m i n a t i o n .  Th e  as-

20 s e s s m e n t  shall be mad e  by the c o m m i s s i o n e r  as s o o n  as f e a s i b l e  a f t e r

21 the e x a m i n a t i o n  or i n v e s t i g a t i o n  has b e e n  c o m p leted. A ll a s s e s s m e n t s

22 s h all be p a i d  to and must be r e c e i v e d  by  the d e p a r t m e n t  [BY E A C H  IN-

23 ST I T U T I O N ]  w i t h i n  30 days a f t e r  the f i n a n c i a l  i n s t i t u t i o n  r e c eives

24 [ R E C E I P T  OF] n o t i c e  of the assessment.

25 * Sec. 2. A S  0 6 . 0 5 . 0 2 5 ( c )  is a m e n d e d  to read:

26 (c) B a n k s  r e g u l a t e d  u n d e r  this c h a p t e r  are s u b j e c t  to examina-

27 tion [AT L E A S T  O N E  E X A M I N A T I O N  A  YEAR. A D D I T I O N A L  E X A M I N A T I O N S  M A Y  BE

28 C O N D U C T E D ]  at the d i s c r e t i o n  of the c o m m i s s i o n e r  but not less than

29 once e v e r y  24 m o n t h s.

- 1 - H B  79 am



2 * Sec. 3. T he $ 1 2 , 0 0 0  m a x i m u m  a s s e s s m e n t  f or e x a m i n a t i o n s  of f i n a n c i a l

3 i n s t i t u t i o n s  e n a c t e d  in sec. 1 of this A c t  a p p l i e s  to e x a m i n a t i o n s  or in-

4 v e s t i g a t i o n s  c o m m e n c e d  o n  or  a f t e r  the e f f e c t i v e  d a t e  of this Act.

5 * Sec. 4. This Act takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS  01.-

6 10.070(c).

1

H B  79 am -2-



COMMITTEE REPORT
SENATE

F U R T H E R : FINANCE

Mr. President 

The Committee on

4/29/85
D * t e . c 9 J 3 ,

LABOR & COMMERCE considered / / &  Y l m

relating to financial institution examinations; efd.

and (a majority of the committee) (the committee) reports it back with 
the following recommendations:

[

*

■[

do pass

do pass with attached amendment(s)

replace with/or adopt CS for 
new title
same title and recommends

and attached a "LETTER OF INTENT" 

reports it back without recommendation 

recommends referral to

[ ] NEW FISCAL NOTE

Committee

BERS SIGNINGU E l  
DO PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS

Chairman 

_ / ? c >
Chairman recommendation




