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ALASKA STATE LEGISLATE .

W hile  in  Ketch ikan  
352 Front S treet 

K etchikan, A K  99901 
907-225-9675

W h ile  in Juneau 
P.O. Box V 

luneau, AK 99811 
907-465-3743

Senator Lloyc: Jones

A p r i l  30, 1 9 9 0

M E M O R A N D U M

To: R e p r e s e n t a t i v e  D o n l e y

F r o m :  S e n a t o r  J o n e s ^

S u b j : R e q u e s t  b y  s t a t ^ c h a r t e r e d  b a n k s  t o  a m e n d  A l a s k a
S t a t u t e s

I w a s  j u s t  i n f o r m e d  b y  a s t a t e  c h a r t e r e d  c o m m e r c i a l  b a n k  i n  
K e t c h i k a n  t h a t  r e c e n t  f e d e r a l  l e g i s l a t i o n  c o n c e r n i n g  t h e  S a v i n g s  
a n d  L o a n  b a i l o u t  ( F I R R E A )  w i l l  k e e p  t h i s  c a t e g o r y  o f  i n s t i t u t i o n  
f r o m  p a r t i c i p a t i n g  i n  t h e  F e d e r a l  H o m e  L o a n  B a n k  p r o g r a m s  f o r  l o w  
a n d  m i d d l e  i n c o m e  h o u s i n g  l o a n s .

T h e  n e w  l a w  r e q u i r e s  p a r t i c i p a t i n g  i n s t i t u t i o n s  t o  p u r c h a s e  
s t o c k  i n  t h e  F H L B ,  a n d  c u r r e n t  A l a s k a  S t a t u t e  d o e s n ' t  a l l o w  t h i s .  
T h i s  a f f e c t s  t h e  t h r e e  s t a t e  c h a r t e r e d  c o m m e r c i a l  b a n k s  —  F i r s t  
Baruc o f  K e t c h i k a n ,  K e y  B a n k  a n d  D e n a l i  B a n k .

T h e  s i x  w o r d  c h a n g e  i n  t h e  s t a t u t e  is s u p p o r t e d  b y  a l l  
a f f e c t e d  s t a t e  c h a r t e r e d  c o m m e r c i a l  b a n k s ,  t h e  A l a s k a  B a n k e r ' s  
A s s o c i a t i o n  a n d  t h e  D i r e c t o r  o f  B a n k i n g ,  W i l l i s  K i r k p a t r i c k .

A l t h o u g h  i t  is v e r y  l a t e  i n  t h e  s e s s i o n ,  I w o u l d  l i k e  t o  
a t t e m p t  t o  a d d r e s s  t h i s  p r o b l e m  b e f o r e  w e  a d j o u r n  i n  M a y .  I 
w o u l d  a p p r e c i a t e  i t  i f  w e  c o u l d  m e e t  o n  t h i s  m a t t e r  a s  s o o n  a s  
p o s s i b l e  t o  d i s c u s s  a n y  o p t i o n s  i n  r e g a r d  t o  r e m o v i n g  t h i s  
r o a d b l o c k .

T h a n k  y o u  f o r  c o n s i d e r i n g  t h i s  r e q u e s t .

e n c l o s u r e s

Hyder • Saxm an • Ketchikan • Meyers Chuck •  Wrangell •  Petersburg • Kupreanof
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S e n a t o r  L l o y d  J o r e s

D e a r  L l o y d :

I h a t e  t o  b o t h e r  y o u  t h i s  l a t e  i n  t h e  s e s s i o n  w i t h  a r e q u e s t  l i k e  
t h i s ,  a n d  I a m  s u r e  y o u  h a t e  t o  g e t  l e t t e r s  t h a t  s t a r t  l i k e  t h i s ,  
b u t  w e  n e e d  s o m e  h e l p .

W h a t  w e  n e e d  is a m i n o r ,  t e c h n i c a l  a m e n d m e n t  t o  t h e  A l a s k a  B a n k i n g  
S t a t u t e s  t o  a l l o w  s t a t e  c h a r t e r e d  c o m m e r c i a l  b a n k s  t o  o w n  s t o c k  in 
t h e  F e d e r a l  H o m e  L o a n  B a n k .  M o r e  s p e c i f i c a l l y ,  w e  n e e d  t h e  l a n g u a g e  
" o r  a F e d e r a l  H o m e  L o a n  B a n k "  a d d e d  t o  p a r a g r a p h  (10) o f  s u b s e c t i o n
(a) o f  A S  S e c .  0 6 . 0 5 . 2 7 0 .  I n v e s t m e n t s .  I h a v e  a t t a c h e d  a c o p y  o f  
t h e  c u r r e n t  s t a t u t e  w i t h  t h e  a p p r o p r i a t e  s e c t i o n  h i g h l i g h t e d  a n d  
t h e  r e q u e s t e d  l a n g u a g e  w r i t t e n  in. T h e  D i r e c t o r  o f  B a n k i n g ,  W i l l i s  
K i r k p a t r i c k ,  h a s  told, u s  t h a t  h i s  d e p a r t m e n t  w i l l  s u p p o r t  t h i s  
c h a n g e .

B y  w a y  o f  b a c k g r o u n d ,  t h e  S & L  b a i l o u t  l e g i s l a t i o n  k n o w n  b y  t h e  

a c r o n y m  F I R R E A  t h a t  w a s  p a s s e d  a t  t h e  n a t i o n a l  l e v e l  l a s t  f a l l  
c o n t a i n s  a p r o v i s i o n  t h a t  a l l o w s  c o m m e r c i a l  b a n k s  t h a t  m e e t  c e r t a i n  

q u a l i f y i n g  a s s e t  t e s t s  t o  j o i n  t h e  F e d e r a l  H o m e  L o a n  B a n k  s y s t e m .  
H o w e v e r ,  m e m b e r s h i p  i n  t h e  s y s t e m  r e q u i r e s  a n  i n v e s t m e n t  i n  F e d e r a l  
H o m e  L o a n  B a n k  s t o c k .  T h i s  i s  a c o m m o n  r e q u i r e m e n t  f o r  p r o g r a m s  o f  
t h i s  n a t u r e ,  a n d  is t h e  r e a s o n  f o r  t h e  c u r r e n t  s e c t i o n  o f  S t a t e  l a w  
t h a t  a l l o w s  o w n e r s h i p  o f  s t o c k  i n  a F e d e r a l  R e s e r v e  B a n k  o r  t h e  
F e d e r a l  N a t i o n a l  M o r t g a g e  A s s o c i a t i o n .

W e  h a v e  s e v e r a l  r e a s o n s  w h y  w e  w a n t  t o  j o i n  t h e  F e d e r a l  H o m e  L o a n  

B a n k  s y s t e m ,  a n d  w h y  w e  t h i n k  it w i l l  b e  o f  s i g n i f i c a n t  b e n e f i t  t o  
t h e  c o m m u n i t i e s  w e  s e r v e  i n  S o u t h e a s t  A l a s k a .  F i r s t  o f  a l l ,  o n e  of 
t h e  p r i m a r y  f u n c t i o n s  o f  t h e  F H L B  is t o  f i n a n c e  a n d  s u p p o r t  t h e  

d e v e l o p m e n t  o f  a f f o r d a b l e  h o u s i n g  f o r  m o d e r a t e  a n d  l o w - i n c o m e  

f a m i l i e s .  T h e r e  is n o  q u e s t i o n  o f  t h e  n e e d  f o r  p r o g r a m s  o f  t h i s  
n a t u r e  i n  S o u t h e a s t  A l a s k a  a n d  t h e  r e s t  o f  t h e  s t a t e .  S e c o n d ,  t h e  
F H L B  p r o v i d e s  i t s  m e m b e r s  w i t h  e x t e n s i v e  c o r r e s p o n d e n t  s e r v i c e s  
t h a t  i n c l u d e  p r o v i d i n g  r e l i a b l e  s o u r c e s  o f  s h o r t  a n d  l o n g  t e r m  
f i n d s  a t  f a v o r a b l e  r a t e s ,  e x p a n d e d  r e s i d e n t i a l  l e n d i n g  
o p p o r t u n i t i e s ,  a n d  a n  a r r a y  o f  p r o g r a m s  t h a t  i m p r o v e  o p p o r t u n i t i e s  
f o r  m a n a g e m e n t  o f  i n t e r e s t  r a t e  r i s k .  I n  t h i s  r e g a r d ,  I h a v e  
e n c l o s e d  s o m e  s u p p o r t i n g  m a t e r i a l  t h a t  d e s c r i b e s  t h e  b e n e f i t s  o f  
m e m b e r s h i p  i n  s o m e  d e t a i l .

MAIN OFFICE: POST OFFICE 30X 7320 . KETCHIKAN. ALASKA 99901 • 907 .2 2 5 -6 1 01
MEMBER F0IC • OFFICES AT KETCHIKAN. CRAIG, PETERSBURG. SITKA



I h a v e  s e n t  t h i s  s a m e  l e t t e r  t o  R e p r e s e n t a t i v e s  R o b i n  T a y l o r  a n d  

C h e r i  D a v i s .  I a p o l o g i z e  f o r  b r i n g i n g  t h i s  m a t t e r  u p  t h i s  l a t e  in 
t h e  s e s s i o n  a n d  c e r t a i n l y  u n d e r s t a n d  t h a t  i t  m a y  b e  t o o  l a t e  t o  d o  

a n y t h i n g  t h i s  y e a r .  H o w e v e r ,  t h e r e  s h o u l d n ' t  b e  a n y  c o n t r o v e r s y  
a s s o c i a t e d  w i t h  t h e  p r o p o s e d  a m e n d m e n t ,  a n d  if w e  c a n  g e t  it 
t h r o u g h  t h i s  y e a r  w e  c o u l d  s t a r t  t a k i n g  a d v a n t a g e  o f  s o m e  o f  t h e s e  
p r o g r a m s  t h i s  s u m m e r .

T h a n k  y o u  i n  a d v a n c e  f o r  y o u r  c o n s i d e r a t i o n  o f  t h i s  m a t t e r .  O n c e  
y o u  h a v e  h a d  a c h a n c e  t o  r e v i e w  t h i s  m a t e r i a l ,  p l e a s e  l e t  m e  k n o w  
w h a t  y o u r  t h o u g h t s  are.

S i n c e r e l y ,

W i l l i a m  G. Moraii, Jr. 
P r e s i d e n t

E n c l o s u r e s
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Key Bank of Alaska
A KeyCorp Benk

'01  Wom Benson Boulevard 
Por. Office Box 100420 
A rcnofags, Alaska 99510-0420 
(907) 564-0250

M ichael J ,  tu r n *  
Presxaem and 
C hid Operating Officer

M a y  2, 1 9 9 0

T h e  H o n o r a b l e  L l o y d  J o n e s  

A l a s k a  S t a t e  L e g i s l a t u r e  
P. 0. B o x  V  

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  J o n e s :

As L e g i s l a t i v e  C h a i r m a n  of the A l a s k a  B a n k e r s '  A s s o c i a t i o n ,  
I a m  p l e a s e d  t o  i n f o r m  y o u  t h a t  at t o d a y ' s  m e e t i n g  t h e  
A s s o c i a t i o n  e n t h u s i a s t i c a l l y  a n d  u n a n i m o u s l y  v o t e d  to s u p p o r t  
S3 551, " I n v e s t m e n t s  of F i n a n c i a l  I n s t i t u t i o n s . "

If y o u  h a v e  a n y  q u e s t i o n s  r e g a r d i n g  t h e  A s s o c i a t i o n ' s  

p o s i t i o n ,  p l e a s e  f e e l  f r e e  to c o n t a c t  e i t h e r  W e s  C o y n e r  or m e  
d i r e c t l y .

S i n c e r e l y ,

Michaer^^JT B u r n s  
C h a i r m a n
A l a s k a  B a n k e r s  A s s o c i a t i o n

M J B :jr



Affordable Housing
Finance Programs and Technical Assistance Services

FEDERAL HOME LOAN BANK OF SEATTLE :  ~ APRIL 1990
Technical Assistance| The Federal H om e Loan Bank o f Seattle is a 

j p rivate , wholesale bank serving lenders in the 
I 12th District, which includes A laska, Hawaii, 

Idaho, Montana, O regon , Utah, Washington, 
i W yom ing and the Territo ry  o f Guam . W ith 

as>ets o f nearly S10 b illion , the FHLB o f Seattle 
prom otes housing finance by advancing m id- 

1 and long-term , trip le-A  rated credit to its mem- 
j ber financial institutions. The FHLB o f Seattle 

cu rren tly  has advanced more than 58 b illion  to 
housing lenders in the 12th District.

One im portant m ission o f the Bank is to finance 
and support the deve lopm ent o f a ffo rdab le 
housing fo r moderate- and low-income fam ilies 
in the 12th District. To meet this challenge, the 
Bank o ffe rs two specia lly priced advance 
program s to housing lenders, and provides an 
a rray  o f technical assistance services to finan­
cial institutions, local governments, and 
housing developers.

A dvance Programs

The Bank's advance programs fo r a ffo rdab le 
housing are the C o .am un itv  Investment Fund 
(C IF ) and the A ffo rdab le  Housing Program  
(A H P ). Loans funded w ith G IF and AHP 
advances strengthen local communities and 
enhance lender compliance with the C om m u­
nity Reinvestment Act. Each one offers favor- 

I able incerest rates on advances to member 
financial institutions that, in turn, are used to 
fund qua lify ing developments o r home 
purchases. These program s are explained in 
detail on the fo llow ing  pages. Samples o f 
housing developments funded by the C IF and 
the A H P  are shown or. the last page.

The Bank's Comm unity Investment O fficer 
p rov ides technical assistance to financial 
institutions and community-based housing 
organizations that includes:

• Educational seminars on underw riting 
a ffo rd ab le  housing and com munity invest­
ment loans;

• Conferences on the Com m unity Reinvestment 
Act, o ften co-sponsored by federal financial 
regu la tors;

• Solutions, a quarterly newsletter addressing 
technical issues in community investment 
lending ;

• Selected in form ation on local housing m ar­
kets, including properties in the Reso lu ­
tion T rust Corporation 's (RTC ) a ffo rdab le  
housing inventory; and

• The A ffo rdab le  Housing C learinghouse to 
dissem inate in form ation to financial institu­
tions about specific lending opportunities 
in a ffo rdab le  housing and community 
development.

For information about any of these 
programs or activities, please call:

Judith C. Chaney 
Community Investment O fficer 

(206) 340-8737

H



Federal Home Loan Bank of Seattle

VOL. 4, NO. 1 MARCH 1990

First Commercial Bank Joins FHLB
The Federal Home Loan Bank 
o f Seattle has had the first com 
mcrcial bank join its member­
ship since the passage o f 
FIRREA , which opener ne 
door to commercial bank and 
credit union membership.

The National Bank o f Bremer­
ton, a S24 million asset com­
munity bank in Bremerton, 
Washington is the first o f  two

commercial banks to join the 
FHLB system nationwide.

According to Ed Sheldon, the 
president o f National Bank o f B re­
merton. “ We believe that FHLB 
membership gives us increased 
options and will enable us to serve 
our customers better."

Under FIRREA , membership 
eligibility in the FHLB system

was expanded to include credit 
unions and commercial banks 
having a minimum o f 10 percent 
o f their total assets in residential 
mortgage loans.

National Bank o f Bremerton's 
"pioneering” paves the way for 
future membership recruitment. 
Gary Martin, FHLB Marketing 
Officer, is responsible for gener­
ating new membership in the 
Seattle FHLB. *

New TB-13 Analysis
The Bank’ s Investment Banking 
Services Group, headed by 
Senior Vice President Pat 
McJoynt, announced a new 
product offering recendy: TB- 
13 Analysis. No. TB -13 is not a 
new form o f tuberculosis, but 
it ’s focus (interest rate risk) can 
be equally life threatening for 
some institutions.

The Office o f Thrift Supervi­
sion’s Thrift Bulletin 13 re-

In This Issue:
Correspondent
CLOSE UP 2

Paper-work 2
Reporting Repos 3
FO! Disks 3
Check Specs 4

quires all institutions to implement 
a formalized quarterly review o f 
interest rate risk exposure. The 
new TB-13 Analysis is designed to 
be an effective, reasonably priced 
management tool. It nor only 
provides information needed to 
comply with TB-13, but also 
furnishes detailed analvsis fo r 
active management o f interest rate 
risk exposure.

With TB-13 Analysis, you receive 
a quarterly report which shows 
both changes in net interest income 
and the market value o f your 
portfolio equity in rising and 
falling interest rate environments. 
The report is customized to your 
institution, and you receive an 
additional packet showing peer 
group averages for comparison 
purposes.

Timeliness o f the information is 
important, so your quarterly TB- 
13 repons will be mailed to you 
no later than fifteen working 
days after your Thrift Financial 
Report is “ clean."

Our TB-13 Analysis is available 
at a very reasonable cost to your 
institution. The first report is 
$500, and $450 for each quarter 
thereafter. Subscriptions to this 
service may be charged to your 
FHLB Demand Account.

I f  you would like to subscribe to 
or request additional information 
about the Bank’s TB-13 Analy­
sis, feel free to call John Zmolek 
at (206 ) 340-2472 or Robin 
Hyerstay at (206) 340-2471 in 
the Investment Banking Services 
G roup .*
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Making Housing Affordable
Ed. Note: The last issue of The Correspondent 
featured an article on our Community investment 

Fund (CIF) advances. The Seattle F H L B  has set 
aside $250 million for this specially priced credit 
program for financing affordable housing and 
community development in the 12th District.

Continuing our focus on housing finance, this issue 
highlights the Affordable Housing Program.

W h a t is the  A ffo rd ab le  H ousing  P ro g ra m ?

The Affordable Housing Program is a Congression- 
a lly mandated program to make available credit, at 
below market rates, fo r the purchase, construction 
or rehabilitation o f affordable housing.

H ow  does it w o rk ?

The Affordable Housing Program, as established by 
FIRREA , requires each Federal Home Loan Bank 
to set asi» 5 %  o f its net income to subsidize 
advances to members who make loans on qualify­
ing pro ject. The Federal Home Loan Bank o f 
Seattle w ill have approximately $4,066 million 
available foi interest rate subsidies in 1990.

By 1995 the contribution will increase to 10% o f 
our net income. The contribution is the total 
amount o f the interest rate subsidy we'll be provid­
ing to our members on advances fo r funding 
affordable housing, not the total advances available.

Advances will be made to members at 200 to 500 
basis points below standard advance rates. The 
maximum spread allowed the lender is 200 basis 
points, but nonnal fees may be charged.

H ow  do I know  if a  p ro jec t qualifies?

Advances subsidized through the Affordable 
Housing Program can be used to fund the purchase, 
construction, or rehabilitation o f  single or multi­
family housing. In order to qualify, the homebuy- 
ers’ income must not exceed 80% o f area median 
income, or in the case o f  rental properties, a project 
must have at least 20%  o f the units set aside fo r 
very low-income families. A ll projects are ap­
proved by Judith Chancy, Community Investment 
Officer.

H ow  ca n  the  FH L B  h e lp  m e p rom ote  the  av a ila ­
b ility  o f  these loans in m y com m unity?

The Board o f Directors o f  each FHLB has ap­
pointed an Advisory Council from community- 
based housing organizations in its states. The 
Advisory Council meets quarterly and its responsi­
bilities include: reviewing program policies, 
marketing the program to qualifying organizations, 
and sharing information on housing needs in their 
states.
The first Advisory Council meeting was held in 
early January. The Council recommended estab­
lishing specific amounts o f  the subsidy to be set 
aside fo r each state and fo r rural areas o f Washing­
ton and Oregon. I f  the state set aside is not com­
mitted by September 30 ,1990 , the funds will be 
available to qualifying projects located elsewhere in 
the district.

M y in s titu tio n  h as  en o u g h  liquidity . C an  1 still 
p a r tic ip a te  in th e  A ffo rd ab le  H ousing P ro g ram  
if  I  d o n ’t b o rro w  fro m  the  Bank?

Yes. Members who choose not to borrow from the 
FHLB may participate in the Affordable Housing 
Program by originating mortgrges at below-market 
interest rates and completing an interest-rate swap 
with the Bank.

W ho reg u la te s  th e  A ffo rdab le  H ousing P ro ­
g ram ?

The Affordable Housing Program is subject to 
regulation by the Federal Housing Finance Board, 
and the regulations should be available soon.
These regulations w ill determine application and 
reporting requirements.

How can  I ap p ly ?

We expect that the first applications will be due in 
early May, and we’ re requesting letters o f interest 
from members and non-profit housing developers 
now. For more information on how the Affordable 
Housing Program can benefit your community, 
please contact Judith Chaney, Community Invest­
ment O fficer at (206 ) 340-8737, o r Kimberly 
Jenkins, Housing Analyst at (206) 340-8702. i r
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Federal Home Loan Bank of Seattle 

Profile

Size:

Strength:

Profitability:

Mission:

Ownership:

Services
Offered:'

S10 billion

7% capital to assets; Triple A rated by Moody’s and S&P; 
Federal Agency status

Dividends averaged 12.6% over last five years; 1990 dividends, 
under current FHLB System policy, will be approximately 100 
basis points over Fed funds

Promote housing finance through services to community-based 
riousing lenders

Stock held by 101 member financial institutions

Fixed and variable rate credit up to 20 year terms; commitment 
programs enabling member to lock in rates up to six months

Interest rate swaps and caps

Letters of credit

Community Investment Fund (CIF), Affordable Housing Program 
loans, and other community investment programs

Overnight deposit accounts

Hard dollar interest bearing corporate demand.accounts 

Wire transfers

■Certificate of deposits, 1 - 366 days

Securities safekeeping

Public funds collateral accounts

Retail check processing services

Official checks, money orders, cashier’s checks

Federal Reserve settlement services

Management information services: financial services library, 
economic and financial research, deposit market share and 
other peer group reporting and seminars



Federal Home Loan Bank of Seattle 

Organizational Structure

. Charter:

One of twelve regional banks operating under federal charter. Privately owned 
by member financial institutions.

Oversight Agency for FHLB Seattle and other eleven FHLBs:

- Federal Housing Finance Board (FHFB)

. FHLB of Seattle Board of Directors:

Nine CEOs elected from member institutions ^  ^  

- Six public interest directors appointed by FHFB

Balance Sheet 
($ in millions)

12/31/89 12/31/88

Advances (Member borrowings)
Cash & Investments
Other

$9,005
1,819
110

$9,628
1,101
113

Total Assets $10,934 $10,842

Consolidated Obligations 
Member Deposits 
Other Liabilities

$9,074
921
206

$9,067
661
249

Total Liabilities $10,201 $9,977

Equity $733 $865
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§ 06.05.265 A l a s k a  S t a t u t e s § 06.05.270

(b) A cred itor of a  b an k  may no t o b ta in  any preference in  th e  p ay ­
m en t of or security  for th e  c red ito r’s debt by a ttach m en t, g a rn ish m en t 
o r o th er legal proceedings. All a tta c h m e n ts , garn ish m en ts  an d  ju d i­
cial proceedings levied o r ta k e n  a g a in s t  a b ank  shall be considered to 
be for the  benefit of a ll c red ito rs a like.

(c) A pledge, ass ig n m en t or tra n s fe r  of an y  of the asse ts of a b an k  in 
violation  of th is  section  is nu ll an d  void ag a in s t th e  creditors of th e  
bank . (§ 3.172 ch 129 SLA 1951; am  § 1 ch 108 SLA 1953; am  § 5 ch 
63 SLA 1969)

S ec. 06.05.265. L ia b il i ty  o f  d i r e c to r s  fo r  e x c e s s iv j  lo a n s . A 
loan in  violation of AS 06.05.200 — 06.05.260 m akes the officers and  
d irecto rs of the b an k  jo in tly  an d  sev e ra lly  liable to the b an k  for th e  
loan. (§ 3.162 ch 129 SLA  1951)

S ec. 06.05.270. In v e s tm e n ts ,  (a) In addition  to loans and  acq u is i­
tions expressly au th o rized  by th is  ch ap te r, a s ta te  ban k  m ay dea l in, 
u nderw rite , and in v est in for its own account 

i l )  d irec t or g u a ran teed  o b liga tions of the U nited S ta tes, e i th e r  
d irectly  or in the form of secu ritie s  of, or o th er in te rests  in, an  open- 
end m anagem ent type in v es tm en t com pany or investm ent t ru s t  re g is ­
te red  u nder 15 U.S.C. 8 0 a -1 — 80a-64 (Investm ent Com pany A ct of 
1940), if

(A) the  portfolio of th e  in v es tm en t com pany or investm en t t r u s t  is 
lim ited  to obligations of the  U n ited  S ta te s  governm ent and  re p u r­
chase agreem ents fully co lla te ra lized  by the  obligations; and

(B) th e  investm en t com pany or in v es tm en t tru s t takes delivery  of 
th e  collateral d irec tly  o r th ro u g h  an  au thorized  custodian;

(2) general ob ligations of th e  S ta te  of A laska and its political su b d i­
visions;

(3) general ob ligations of a s ta te  of th e  U nited  S ta tes  or its po litica l 
subdivisions;

(4) revenue ob ligations of the  S ta ts  of A laska or its political su b d i­
visions subject to th e  lim ita tio n  of (b) of th is section;

(5) revenue ob ligations of a s ta te  of the  U nited  S ta tes or its po litica l 
subdivisions subject to  th e  lim ita tio n  of (b) of th is  section;

(6) obligations of in s tru m e n ta litie s  of the  U nited S ta tes  govern ­
m en t including, b u t no t lim ited  to F ederal In te rm ed ia te  C red it B anks. 
F ederal Land B anks, th e  F ed era l N a tio n al M ortgage A ssociation, an d  
B anks for Cooperatives;

(7) com m ercial paper of p rim e or eq u iv a len t q uality  as ra te d  by a 
recognized national ra tin g  service sub ject to the lim ita tion  of (b) of 
th is  section;

(8) secured corporate ob ligations ra te d  w ith in  the  th ree  h ig h es t 
grades of a national ra tin g  service subject to the lim ita tion  of (b) of 
th is  section;



§ 06.05.275 B a n k s  a n d  F i n a n c i a l  I n s t i t u t i o n s  § 06.05.275

(9) ob ligations of th e  In te rn a tio n a l B a n k  for R econstruction and 
D evelopm ent, the  In ter-A m erican  D evelopm en t B ank, or th e  African 
D evelopm ent B ank , subject to th e  l im ita tio n  of (b) of th is  section;

(10) stock in  th e  F edera l N a tio n a l M o rtg ag e  A ssociation or a Fed- \4- 
bJ—  e ra l -Reserve B ank. ' A

t

(b) A s ta te  b an k  m ay  not u n d e rw rite  o r in v es t for its  own account 
an  am o u n t exceeding 15 per cen t of its  com bined  cap ita l, su rp lu s  and 
u nd iv ided  profits in  any  one issue of sec u ritie s  au thorized  in  (a) (4) 
an d  (5) of th is  section or w ith  any  one ob ligo r of the  securities  au th o ­
rized  in  (a) (7), (8) and  (9) of th is  section .

(c) A s ta te  b an k  m ay purchase  or sell, w ith o u t recourse, any  secu­
r i ty  upon  the  order of a  custom er an d  for th e  custom er’s account. (§ 1 
ch  205 SLA 1968; am  §§ 5, 6 ch 56 SLA  1971; am  § 19 ch 169 SLA
1978; am  § 2 ch 7 SLA 1988)

Effect of amendment*. —  T h e  1 9 8 8  p a r a g r a p h  (9 )  a n d ,  in  p a r a g r a p h  (1), 
a m e n d m e n t ,  in  s u b s e c t io n  (a ) ,  s u b s t i t u t e d  a d d e d  s u b p a r a g r a p h s  (A ) a n d  (B ) a n d  
" D e v e lo p m e n t ,  t h a  I n t e r - A m e n c a n  D e v e l-  a d d e d  t h e  l a n g u a g e  a t  t h e  e n d  o f  th e  in -  
o p m e n t  B a n k ,  o r  t h e  A f r i c a n  D e v e lo p -  t r o d u c t o r y  p a r a g r a p h  b e g in n in g  w i th  "e i-
m e n t  B a n k "  fo r  " D e v e lo p m e n t  o r  t h e  In -  t h e r  d i r e c t l y . "
t e r - A m e n c a n  D e v e lo p m e n t  B a n k "  in

S ec . 06.05.275. M is c e lla n e o u s  a n d  n c id e n ta l  b a n k in g  p r a c ­
tic e s .  (a) A ban k  m ay issue and confirm  le t te rs  of cred it au thoriz ing  
th e  p rincipa l or beneficiary  to d raw  upon th e  in s titu tio n  or its  corre­
spondent:!. A le tte r  of cred it shall exp ire  by its  te rm s w ith in  one year 
of d a te  of issuance, b u t m ay be ren ew ed  on w ritte n  req u est of the 
p rincipa l.

(b) A  ban k  m ay discount, invest in , n eg o tia te  and  issue trad e  accep­
tan ces  and  bank  acceptances if

(1) th e  term s of th e  d ra ft req u ire  p re se n ta tio n  for p ay m en t w ith in  
180 days of issuance, exclusive of days of g race , and  it is d raw n to 
finance th e  purchase of goods w ith  m a tu r i ty  an d  paym ent in  accor­
dance w ith  the  te rm s of the  p u rch ase  ag reem en t;

(2) th e  te rm s of th e  d ra ft req u ire  p re se n ta tio n  for paym en t w ithin 
180 days of issuance, exclusive of days o f gTace, and  it is secured by 
sh ip p in g  docum ents tran sfe rrin g  o r secu rin g  t i t le  to goods, or by re­
ceip t of a licensed or bonded w arehouse se c u rin g  title  to readily  m ar­
k e tab le  goods;

(3) th e  d ra ft is d raw n by a b an k  o u ts id e  th e  co n tin en ta l lim its  of the 
U n ited  S ta tes  for th e  purpose of fu rn ish in g  d o lla r  exchange for trade 
and  its  term s req u ire  p re sen ta tio n  for p a y m e n t w ith in  90 days of 
issuance.

(c) A ban k  m ay m ak e  av a ilab le  its  d a ta  processing equ ipm en t or 
perform  d a ta  processing services on such eq u ip m en t for o ther banks 
and  ban k  custom ers if  the  bank  is a d e q u a te ly  insured  ag a in s t any 
add itional liab ility  incu rred  th ro u g h  th e  s a le  of th e  services. (§ 10 ch 
157 SLA 1970)
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S ec . 06.05.005. G e n e ra l  p o w e rs  o f  d e p a r tm e n t .  T̂ he d ep a rtm en t 
m ay

(1) im p lem en t by regu la tion  any  provision  of th is  ch ap te r, and  de­
fine any  te rm  n o t defined in th is  ch ap te r, b u t a  re g u la tio n  m ay not 
conflict w ith  any  law;

(2) re s tr ic t th e  w ithdraw al of deposits from  a s ta te  b an k  w here th e  
d ep a rtm en t finds th a t  ex trao rd in ary  c ircu m stan ces m ak e  restric tion  
necessary  for th e  proper protection of the  depositors;

(3) au th o rize  a  s ta te  ban k  /
(A) to p a r tic ip a te  in a public agency crea ted  u i.d e r th e  law s of th is  1

s ta te  or of th e  U nited  S ta tes, for th e  purpose of affo rd ing  advan tages 
or safeg u ard s  to banks or to depositors and  to com ply w ith  all requ ire- ;

(B) [Repealed^) 54 ch 165 SLA 1978.1
(4) [Repealed, § 54 ch 169 SLA 1978.1 (§ 2.104 A ch 129 SLA 1951; 

am  § 1 ch 157 SLA 1970; am  $ 54 ch 169 SLA 1978)

C r o s s  r e f e r e n c e s . — .F o r o t h e r  pow erB  . ^ ^ . C o l l a t e r a l  r e f e r e n c e s . , — 10  A m ,
" o f  th e " ”d e p a r tm e n t ',4 see^A .S  0 6 .0 L .0 2 0  a n d ’^ / ' B a n k s . ' r r e t ^ ^ 1® ^ ^

0 6 .0 1 .0 3 0 .  9  C .J .S .  B a n k s  a n d  B a n k i n g  § 1 e t  s e q 7  - J r y 5 ‘

Sec. 06.05.010. Notice and hearing. [Repealed, § 54 ch 169 SLA
1978. For current law, see AS 06.01.030.)

S ec . 06.05.015. P o w e rs  o v e r  s t a t e  b a n k s .  T he d ep a rtm en t m ay 
req u ire  a  s ta te  bank to

(1) m a in ta in  its  accounts in accordance w ith  reg u la tio n s  it m ay 
adopt, considering  the size of th e  o rgan ization ;

(2) observe m ethods and s tan d a rd s  w hich it m ay adopt for d e te r­
m in ing  th e  v a lu e  of various types of asse ts;

(3) ch arg e  off the  whole or p a rt of an  a sse t w hich  h as  not been
law fully  acquired;

(4) w rite  down an asse t to its  m a rk e t value;
(5) record  lien s  and o th er in te re s ts  in  p roperty ;
(6) o b ta in  a  financia l s ta tem en t from  a prospective borrow er tc the 

ex te n t th a t  th e  bank  can do so;
(7) o b ta in  in su ran ce  ag a in s t dam age to rea l e s ta te  tak en  as secu­

rity ;
(8) search , or obtain  in su rance of, th e  title  to re a l  e s ta te  tak en  as 

security ;
19) m a in ta in  adequate  insurance ag a in s t o th e r r isk s  as the d ep a rt­

m en t d e te rm in es  necessary and  ap p ro p ria te  for th e  protection of de­
positors and  th e  public;

110) charge off th a t portion of an  a sse t classified  as loss in the FDiC 
report of ex am in a tio n  or the s ta te  repo rt of ex am in a tio n ;

(11) ch arg e  off all debts owed to th e  bank  in w hich  in te re s t due has 
been u n p aid  for a period of six m onths un less th e  d eb t principal is n *"

§ 06.05.005 B a n k s  a n d  F i n a n c i a l  I n s t i t u t i o n s  § 06.05.015
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STEVE COWPER, GOVERNOR

IH lFAK ' lM tNT  OF COMMERCE A / 
ECONOMIC DEVELOPMENT

/
P O BOX D
JUNEAU,  A L AS K A 808110800  
P HON E : 1907) 465-P500

U r FICE OF THE COMMISSIONER

April 30, 1990

Honorable Lloyd Jones 
Alaska State Senate 
P.O. Box V 

Juneau, AK 99811

Attention Charlie Miller

Dear Senator Jones:

Re: A Senate Bill Entitled: "An Act relating to

the investments of financial Institutions."

To our knowledge, the above-proposed legislation would only 

affect the program administered by the Division of Banking, 
Securities and Corporations, within the Department of Com­
merce and Economic Development.

Larry Merculieff 

Commissioner

LM/WFK/mstl51 2m 
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