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Alaska State Legislature

Senator Tim Kelly, Chair N C3C% STATE CAPITOL. SUITE 101
Senator Jonn Torgoraoa V<O Chair JUNEAU. ALASKA 99001-1182
Senator Miko MiUor PHONE (90714654822

Senator Jtm Duncan FAX (907)465-3756

Senator Judy Sa>0

SENATE LABOR AND COMMERCE W 4TH SUTE X0
COMMITTEE PHONE (907).256-8180

FAX (907)256-4524

sponsor Statement

ooB e o
"An Act relating to financial institutions."

This past year. Congress passed the Ricglc-Ncal Interstate Hanking and Branching
Efficiency Act of 1904 (The Act). This Act ssill affect Kinking in Alaska because it
overrides state law in many areas of interstate banking and branching. The Act does aIIow
the states to address any provision in state determination they Wish to exercise. LUCkI|y

Alaska anticipated many of the provisions covered in the Act in the recent rccodification of

the Alaska Banking Code.

SB 168 was introduced at the request of the Division of Banking and Securities
SB 16S addresses three subjects which arc included in the Federal Act and which need to
be addressed directly in the Alaska Banking Code. These three subjects arc: (1) agency
activities between banks in Alaska with banks in other states, (2) examination sharing
agreements between state bank regulators, and (3) deposit concentration limits on tiK'gcrs
and purchases of Alaska banks from banks ouLside the state. The Alaska Bankers

Association set the concentration level.

The Alaska Bankers Association has endorsed and encouraged this legislation to

facilitate meeting the 1996 deadline. All banks in the state have passed on the language and

intent.
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February 20, 1996

The Honorable Rick Halford, Co-Chairman
The Honorable Steve Frank, Co-Chairman
Senate Finance Committee

Alnska State Senate

Juneau, AK 99801-1182

Dear Senator Halford and Senator Frank:
Re: SB 168, “An Act relating to financial institutions"

This bill is offered as a technical response to federal Congress action. During
1994, the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994
(Act) was passed. The Act preempts the right of states to prevent interstate
banking; lenves to the states the right to impose limited condition upon interstate
banking acquisition; grants to national banks the right to branch across state lines
subject to state permission; and other limiting conditions on other banking
provisions.

Two years ago, when the Alnska Banking Code was recodified, many of these
federal Congressional actions were anticipated and included in our legislation. We
find, however, thnt there arc three areas that need to be addressed: 1) allowing
agency powers between banks across state lines; 2) limit concentration of bankin
in Alaska by acquisition from banks outside the state; and 3) allow the sharing o
efiort and information between jurisdictions and regulatory agencies in the
regulation of banks across state lines.

There is a time sensitive problem. The Act provides that the states must pass
their state laws prior to 1997 to avoid preemption. While federal preemption may
not be a disaster, it would place most of our banka in a second class status with
competitive financial institutions in the Pacific Northwest and much of the nation.

None of the three components are onerous to anyone. In fact, the first two provide
assurance of competition.

Section 1. Provides agency powers for banks in Alaska. It is importont for
our community bonks to have agency powers to compote with any large
institution that could enter their market. Tins means a local bank could
become an agent for a bank outside the State of Alnska for certain services
that they, on their own, could not provide. Alaska had some experience
with this idea in the early 1980's when Alaska Bank of Commerce became a
franchise of First Interstate Bank.



The Honorable Rick Halford -2- February 20, 1996
The Honorable Steve Frank

Section 2. This section limits the amount of insured deposits in the state
that an out-of-state bank can acquire through purchase or merger. The
limit of 50 percent was debated and arrived at by the Alaska Bankers
Association. This protects any one institution from coming into Alaska nnd
acquiring over 50 percent of the states insured deposits. To put this into
perspective, | believe NBA has 20 to 30 percent of the insured deposits.

Section 3. Defines “depository institution."

Section 4. This section allows the department to share regulatory
information and effort across state lines to other states and federal
jurisdictions. This is becoming more and more essential in the regulation
nnd supervision of financial institutions when interstate “branching” became
a reality. It may be necessary for the State of Washington to ask Alaska
examiners to determine the loan quality of a branch in Alaska, of a
Washington bank. There may come n time where it would be essential for
Alnska to ask a Washington examiner to determine the loan quality of a
branch in Washington, of on Alaskan bank. Local examiners Know local
economy and borrower risks. It is also essential that there be nn open
follow of communication concerning status of affiliated banks nnd branches
located across jurisdictionnl lines.

While we have been far ahead of the rest of the nntion in interstate banking nnd
branching, we do need to address these three remaining components within the
federal law. Without action prior to the end of this session (by 1997), the
preemptive provisions of the Riegle-Neal Act become effective. | would be pleased
to respond to any questions you may have.

Sincerely

Willis F. Kirkpatrick
Director

WFK/KP/go439.bsc
022096a
cc. The Senate Finnnco Committee





