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SENATE CS FOR CS FOR HOUSE BILL NO. 106( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

ABILL
FORANACTENTITLED
"Ail Act relating to the authorizations for certain state financial institutions of certain
powers and limitations; relating to confidential records of depositors and customers of
certain financial institutions; relating to the examination of certain institutions subject
to AS 06; relating to the Alaska Banking Code, Mutual Savings Bank Act, Alaska Small
Loans Act, and Alaska Credit Union Act; amending Rule 45, Alaska Rules of Civil
Procedure, Rules 17 and 37, Alaska Rules of Criminal Procedure, and Rule 24, Alaska

Bar Rules; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section
to read:

PURPOSE. The primary purpose of this Act is to implement banking and other

financial institution reforms in AS 06 in response to P.L. 106-102 (Gramm-Leach-Bliley Act)

in order to further this state as an attractive place for investment and other commerce
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involving banking and other financial institutions.
*Sec. 2. AS 06.01.015(a) is amended to read:
(@ Financial institutions regulated under this title are subject to at least one

examination every 18 months [EACH YEAR]. The department may conduct
additional examinations at its discretion.
*Sec. 3. AS 06.01.020(a) is amended to read:

@ Notwithstanding other provisions of this title, the department may by
order [REGULATION] authorize state financial institutions, except licensees subject
to AS 06.20 or AS 06.40, to exercise any of the powers conferred upon, or to be
subject to any of the limitations imposed upon, a federally chartered financial
institution doing business in this state with deposits insured by an agency of the
federal government [,] if the department finds that the exercise of the power or
imposition of the limitation both

(1) serves the public convenience and advantage; and

(2) equalizes and maintains the quality of competition between state
financial institutions and federally chartered financial institutions.

*Sec. 4. AS 06.01 is amended by adding a new section to read:

Sec. 06.01.028. Depositor and customer records confidential, (a) The
records of financial institutions relating to their depositors and customers and the
information in the records are confidential. A financial institution may not disclose
the records and information to another person except when, and only to the extent that,
the disclosure is

(1) authorized in writing by the depositor or customer;

(2) required by federal or state statute or regulation or by an order
directed to the financial institution and issued by a court or administrative agency of
competent jurisdiction;

(3) made to the holder of a negotiable instrument drawn on the
financial institution as to whether the diawer has sufficient funds in the financial
institution to cover the instrument;

(4) made to a consumer reporting agency regulated under 15 U.S.C.

1681 - 168 lu (Fair Credit Reporting Act); or

-SCSHBL»6( ) 2
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depositor’s or customer's account with the financial institution, or with another entity
as part of a private label credit card or other extension of credit on behalf of the entity.

(b) When disclosure of financial institution records is compelled by a
subpoena, a search warrant, or another court or administrative agency order under
(a)(2) of this section, the court or administrative agency shall provide in the order for
the reimbursement of the financial institution for the reasonable costs incurred in
complying with the order. Nothing in this subsection imposes a reimbursement
obligation on a government agency, or abrogates an otherwise established
reimbursement obligation of a government agency, when the financial institution is the
subject of an audit, examination, or investigation and disclosure is sought under a
federal or state law or regulation.

(c) Unless otherwise provided in this subsection, when disclosure of financial
institution records is required under a court or administrative agency order under
(@)(2) of this section, the financial institution shall notify the depositor or customer of
the disclosure before the disclosure is made. If notification before disclosure is not
possible, the financial institution shall notify the customer or depositor of the
disclosure as soon as practicable after the disclosure is made. However, notification
either before or after disclosure may not be made if disclosure is made under a court or
administrative agency order under (a)(2) of this section and the document requiring
disclosure requires on its face that the financial institution not notify or inform the
depositor or customer, or the document requiring disclosure is, or is accompanied by,
a court order that expressly directs the financial institution not to notify or inform the
depositor or customer.

(d) Nothing in (a) - (c) of this section prohibits a financial institution from
disclosing information to a person if

(1) the disclosure is necessary to
(A) provide the services of the financial institution to a
depositor or customer; or
(B) market financially related products or services of the

financial institution and its marketing partners: and

-3- scscsmno6( )
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(2) the person receiving the information has a written agreement with
the financial institution to be bound by the requirements of (a) - (c) of this section.

() Nothing in this section authorizes the disclosure of information if
disclosure is prohibited by 15 U.S.C. 6801 - 6827 or the regulations adopted under
those sections.

() A financial institution or any other person who violates this section is liable
to a depositor or customer for damages caused by the disclosure of the confidential
records or information of the financial institution pertaining to the depositor or
customer. A financial institution or other person who takes an action under this
section while relying in good faith on any provision of this section is not liable under
this section to any person for the action.

(@) In this section, "financial institution" means a person subject to the
regulation of the department under th. *fie, including a BIDCO licensed under
AS 10.13 (Alaska BIDCO Act).

*Sec. 5. AS 06.01.040 is amended to read:
Sec. 06.01.040. Examination policy. It shall be the policy of the department

to conduct, whenever reasonably possible, joint examinations with the Federal Deposit
Insurance Corporation or with the National Credit Union Administration of those
institutions subject to this title whose accounts are insured through those agencies
[THAT CORPORATION].

*Sec. 6. AS 06.01.050(3) is amended to read:

(3) "financial institution™ means an institution subject to the regulation
of the department under this title; in this paragraph, "institution” includes a
commercial bank, savings hank, credit union, premium finance company, small
loan company, hank holding company, financial holding company, trust comnanv
and savings and loan association,

*Sec. 7. AS 06.01.050 is amended by adding a new paragraph to read:

(4) “state financial institution” means a financial institution that is
organized under this title or that is subject to examination by the department under this
title.

* Sec. 8. AS 06.05.005(a) is amended to read:

SCS CSHB 106( ) 4-
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(@) The department shall
(1) exercise general supervision over all state financial institutions and

their subsidiaries and affiliated corporations;

(2) adopt regulations necessary to implement this chapter, including

regulations providing for the retention and preservation of state bank records;

(3) review and approve or disapprove applications for new state banks
under AS 06.05.344, new bank branches under AS 06.05.399, and international bank
branches or interstate state bank branches [BRANCH BANKS] under
AS 06.05.555;

(4) issue permits authorizing certain acquisitions bv bank holding

companies [TO DO BUSINESS IN THIS STATE] under AS 06.05.235 and

06.05.570;
(5) determine for each state bank the amount of paid-in capital

necessary to operate under AS 06.05.305(a);
(6) review and approve transfers of state bank ownership under

AS 06.05.327;

(7) perform examinations of state banks, branch banks, and
subsidiaries under AS 06.01.015.

*Sec. 9. AS 06.05.050 is repealed and reenacted to read:
Sec. 06.05.050. Publicationof reports, (a) Condensed forms of allreports

of condition required by AS 06.05.045(a) shall be immediately

(1) published by the state bank in a newspaper of general circulation
published in the place where the state bank is located; if a newspaper of general
circulation is not published in that place, the report shall be published in the
newspaper of general circulation published nearest to that place; or

(2) posted
(A) atthe primary Internet website of the state bank; and

(B) in the lobby of the principal office and all branches of the
state bank.
(b) Notice of the publication or posting of the reports of condition under (a) of

this section shall be posted in the lobby of the principal office and all branches of the

5- SCS CS1IB 106( )
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state bank. Upon request, a copy of a report of condition shall be supplied to any

peiacn at no cost.
*Sec. 10. AS 06.05.065(a) is amended to read:

(@ A bank examiner of the department who deals with the regulation of
financial institutions, a special agent selected by the department to do work relating to
financial institutions, the commissioner or deputy commissioner, or the director of
banking may not be an officer, employee, director, trustee, attorney, shareholder, or
partner of a financial institution, or receive, directly or indirectly, a payment or
gratuity from a financial institution. A person subject to this section may not borrow
money from a state financial institution [THAT HAS A CERTIFICATE OF
AUTHORITY UNDER THIS TITLE], except as provided in this section.

* Sec. 11. AS 06.05.065(b) is amended to read:

(b) A person subject to this section may

(1) be adepositor in a financial institution;

(2) purchase shares of a savings and loan association on the same
terms available to the public;

(3) be amember of an employee credit union,

(4) be indebted to a state financial institution upon an installment debt
incurred by the employee in the purchase of goods for oersonal use only and
transferred to the financial institution in the regular course of business, including debts
for household goods, mobile homes, motor vehicles, or boats; or

(5) retain a preexisting extension of credit that was incurred before
commencement of the employment that subjected the person to this section: any
renegotiation of a preexisting extension of credit shall Ire treated as a new
extension of credit that is subject to the prohibitions of this section [BE
INDEBTED TO A STATE FINANCIAL INSTITUTION FOR A MORTGAGE
LOAN SECURED BY THE PERSON'S PRIMARY RESIDENCE, IF THE LOAN
CLOSED BEFORE THE PERSON BECAME AN EMPLOYEE SUBJECT TO THIS
SECTION].

* Sec. 12. AS 06.05.205 is repealed and reenacted to read:
Sec. 06.05.205. Loans and extensions of credit, (a) The total loans and

SCS CSHB 106( ) 6
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extensions of credit by a state bank to a person outstanding at one time and not fully
secured, as determined in a manner consistent with (b) of this section, by collateral
having a market value at least equal to the amount of the loan or extension of credit
may not exceed 15 percent of the unimpaired capital and unimpaired surplus of the
state bank.

(b) The total loans and extensions of credit by a state bank to a person
outstanding at one time and fully secured by readily marketable collateral having a
market value, as determined by reliable and continuously available price quotations, at
least equal to the amount of the money outstanding, may not exceed 10 percent of the
unimpaired capital and unimpaired surplus of the state bank. The limitation in this
subsection is separate from and in addition to the limitation contained in (a) of this

section.
(¢) The limitations contained in (a) and (b) of this section are subject to the

following exceptions:

(1) loans or extensions of credit arising from the discount of
commercial or business paper evidencing an obligation to the person negotiating it
with recourse are not subject to a limitation based on unimpaired capital and
unimpaired surplus;

(2) the purchase of bankers’ acceptances described in AS 06.05.27j
and issued by other banks are not subject to a limitation based on unimpaired capital
and unimpaired surplus;

(3) loans or extensions of credit secured by bills of lading, warehouse
receipts, or similar documents transferring or securing title to readily marketable
staples are subject to a limitation of 35 percent of unimpaired capital and unimpaired
surplus in addition to the general limitations if the market value of the staples securing
each additional loan or extension of credit at all times equals or exceeds 115 percent of
the outstanding amount of the loan or extension of credit; in crder to be considered
under this paragraph, the staples must be fully covered by insurance whenever it is
customary to insure those staples;

(4) loans or extensions of credit secured by bonds, notes, certificates of

indebtedness, or treasury bills of the United States or by other such obligations fully

-7- SCS CSMB 106( )
New Texc Underlined tDELETED TEXT BRACKETED]



© o N o g A~ S N

& 8 B B

14

16
17

19
20
21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT 22-GH1026\R

guaranteed as to principal and interest by the United States are not subject to a
limitation based on unimpaired capital and unimpaired surplus;

(5) loans or extensions of credit to, or secured by unconditional takeout
commitments or guarantees of, any department, agency, bureau, board, commission,
or establishment of the United States or a corporation wholly owned directly or
indirectly by the United States are not subject to a limitation based on unimpaired
capital and unimpaired surplus;

(6) loans or extensions of credit secured by a segregated deposit
account in the lending state bank are not subject to a limitation based on unimpaired
capital and unimpaired surplus;

(7) loans or extensions of credit to a bank or to a receiver, conservator,
superintendent of banks, or other agent in charge of the business and property of that
bank, if approved by the department, are net subject to a limitation based on
unimpaired capital and unimpaired surplus;

(8) loans or extensions of credit arising from the discount of negotiable
or non-negotiable installment consumer paper that carries a full recourse endorsement
or unconditional guarantee by the person transferring the paper are subject under this
section to a maximum limitation equal to 25 percent of unimpaired capital and
unimpaired surplus, notwithstanding the collateral requirements set out in (b) of this
section; however, if the state bank's files or the knowledge of its officers of the
financial condition of each maker of that consumer paper is reasonably adequate, and
an officer of the state bank designated for that purpose by the board of directors of the
state bank certifies in writing that the state bank is relying primalily upon the
responsibility of each ¢’ 'ker for payment of the loans or extensions of credit and not
upon any full or partial recourse endorsement or guarantee by the transferor, the
limitations of (a) and (b) of this section as to the loans or extensions of credit of each
such maker are the sole applicable loan limitations;

(9) loans or extensions of credit secured by shipping documents or
instruments transferring or securing title covering livestock or giving a lien on
livestock when the market value of the livestock securing the obligation is not at any

time less than 115 percent of the face amount of the note covered are subject under

SCS CSHB 106( ) 8
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this section, notwithstanding the collateral requirements set out in (b) of this section,
to a maximum limitation equal to 25 percent of unimpaired capital and unimpaired
surplus;

(10) loans or extensions of credit, arising from the discount by dealers
in dairy cattle of paper given in payment for dairy cattle and carrying a full recourse
endorsement or unconditional guarantee of the seller, that are secured by the cattle
being sold are subject under this section, notwithstanding the iollateral requirements
set out in (b) of this section, to a maximum limitation equal to 25 percent of
unimpaired capital and unimpaired surplus.

(d) Except with the written prior approval of the department for an acquisition
or merger with another financial institution, or except with the written prior approval
of the department in order to prevent loss upon an indebtedness prev:ously contracted
in good faith, a stale bank may not

(1) accept as security for a loan the capital stock of the state bank;

(2) accept as security for a loan the capital stock of the state bank's
parent holding companies, unless the stock of the holding companies is publicly traded
on a nationally recognized exchange; or

(3) loan money that is to be used to purchase the capital stock of the
state bank or a parent holding company of the state bank.

(e) The department may adopt regulations to administer and carry out the
purposes of this section, ircluding, notwithstanding any contrary provision of this
section, regulations to define or further define terms used in this section in order to
establish limits or requirements other than those specified in this section for particular
classes or categories of loans or extensions of credit.

(f) For purposes of this section, the department may determine when a loan
putatively made to a person shall be attributed to another person.

(o) In this section, "person" means an individual, sole proprietorship,
partnership, joint venture, association, trust, estate, business trust, corporation, or any

similar entity or organization.

*See. 13. AS 06.05.209(b) is amended to read:

(b) A state bank may issue a credit card or other similar credit granting device

-9- SCS CSHB 106( )
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to a customer for obtaining money, goods, services, or anything else of value, and*
notwithstanding AS 45.45.010, the state bank, when credit is extended under this
section, may impose a service charge at a monthly rate as agreed upon bv contract
between the state bank and the customer receiving the credit granting device
[THAT RESULTS IN AN ANNUAL RATE NOT IN EXCESS OF 17 PERCENT ON
THE OUTSTANDING BALANCE. HOWEVER, IN ADDITION, WHEN CASH IS
ADVANCED UNDER THIS SECTION, THE BANK MAY IMPOSE A SEi'UP
CHARGE THAT DOES NOT EXCEED THREE PERCENT OF THE FUNDS
ADVANCED, OR $12, WHICHEVER IS LESS, EXCEPT THAT ON LOANS OF
UNDER $100 A MINIMUM NOT EXCEEDING $3 MAY BE CHARGED].

*Sec. 14. AS 06.05.210(a) is amended to read:
@ Subject to the same terms and conditions applicable to other loans, a

director or executive [,] officer [[ OR EMPLOYEE] of a state bank may borrow up to
$100,000, or up to $250,000 for the director's or executive [] officer's [, OR
EMPLOYEE'S] primary residence” from the state bank at the discretion of the chief
executive or managing officer of the state bank. A loan to a director or executive [|]
officer [[ OR EMPLOYEE] that makes the total amount owed to the state bank by the
director or executive 1] officer [[ OR EMPLOYEE] in excess of the limits in this
subsection, or loans of any amount to the chief executive or managing officer of the
state bank, shall have the prior approval of the board of directors, shall be reported to

the department within 30 days, and shall be secured by adequate collateral.

*Sec. 15. AS 06.05.210 is amended by adding a new subsection to read:
(© Notwithstanding (a) of this section, loans to directors, executive officers,

and other officers and employees of a state bank are subject to the lending limits

imposed by AS 06.05.205 and the regulations adopted under that section.

* Sec. 16. AS 06.05 is amended by adding a new section to read:

Sec. 06.05.237.  Financial bolding companies.  Notwithstanding the
provisions of AS 06.05.235 and regulations adopted under that section, a holding
company formed under this title may apply to the Federal Reserve System for status as
a financial holding company. If the status is granted, the financial holding company

has powers as a financial holding company authoiized by the Federal Reserve System

SCS CSHB t06( ) -10-
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1 if
2 (1) at the time of application, the holding company provides the
3 department with a complete copy of the application;
4 (2) the holding company provides the department with copies of all
5 correspondence concerning the application;
6 (3) the holding company provides the department with a copy of the
7 approval by the Federal Reserve System within 10 days after the holding company
8 receives the approval; and
9 (4) the department does not issue a letter denying financial holding
10 company status within 30 days after the approval by the Federal Reserve System.
n *Sec. 17. AS 06.05.245 is amended to read:
12 Sec. 06.05.245. Disposition of property not needed in the conduct of a
13 banking business. All investments in real and personal property, regardless of how
14 acquired, not permitted [NECESSARY FOR THE CONVENIENT
15 TP ANSACTION OR PROMOTION OF A BANKING BUSINESS] under
16 AS 06.05.230 that come [COMES] into the possession of a state bank shall be
17 disposed of as soon as possible. If the real or personal property is not sold within the
18 time limit set [PRESCRIBED] by the department in regulations, it shall be written off
19 and may not be carried as an asset of the state bank.
20 *Sec. 18. AS 06.05.272(b) is amended to read:
21 (b) Under this section, a state hank's total investment in its subsidiaries
22 may not exceed that which is permissible for a federally chartered bank's total
23 investment in all subsidiaries as set out in 12 U.S.C. 24a, as amended [BANK
24 MAY INVEST IN SUBSIDIARIES AN AMOUNT EQUAL TO THE LESSER OF
25 20 PERCENT OF ITS TOTAL ASSETS OR 50 PERCENT OF ITS TOTAL
26 CAPITAL ACCOUNTS]. Loans to subsidiaries are considered investments subject to
27 the limitations of this subsection.
28 * Sec. 19. AS 06.05.301(a) is amended to read:
29 @ Except for national banks with a principal place of business in the state,
30 and interstate state banks and international banks with a certificate of authority under
31 AS 06.05.555, a corporation may not engage in the banking business unless the

-11- SCS CSHB 106( )
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corporation is organized under AS 10.06 (Alaska Corporations Code) and this title.
*Sec. 20. AS 06.05.350(d) is amended to read:
(d) Except as authorized un: ji this section, a person may not
(1) engage in the business of receiving deposits, discounting evidences
of indebtedness, or receiving money for transmission;
(2) represent that the person is [, OR ACTS FOR,] a bank; or
(3) wuse anv form of the word "bank™ in the person's name unless
the person is a state bank formed under this title or a bank formed under the
authority of another state or an agency of the federal government, or unless it is
clear that the use does not represent that the person is a hank; the prohibition in
this paragraph does not apply to a food bank, blood bank, or similar
organization that cannot readily be confused with a bank [AN ARTIFICIAL OR
CORPORATE NAME THAT PURPORTS TO BE OR SUGGESTS THAT IT IS
THE NAME OF A BANK].
*Sec. 21. AJ 06.05.350 is amended by adding a new subsection to read:
(e) A person prohibited by (d)(3) of this section from using any form of the
word "bank" in its name may apply to the commissioner for authority to use a form of
the word "bank™ in its name.

*Sec. 22. AS 06.05.426(b) is amended to read:
(b) A state bank may establish, maintain, and operate an automated teller

machine at a location other than bank premises bv notifying the department 30 davs
before the date of establishment [WITH THE PRIOR APPROVAL OF THE
DEPARTMENT]. An automated teller machine operated off bank premises shall be
made available on a nondiscriminatory basis for use by depositors of other
depository' institutions [BANKS] authorized to do business in the state [AND THEIR
CUSTOMERS], upon the agreement of the other depository institutions [BANKS] to
pay a fair and equitable amount for the use of the machine.
* Sec. 23. AS 06.05.426(c) is repealed and reenacted to read:
(c) The notice required in (b) of this section must include
(1) the location and general description of the surrounding area,

including a description ofthe business establishment, ifany, in which the machine will

| SCSCSIIB 108( ) 12-
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be located,
(2) the manner of operation and the kinds of transactions that the

machine will perform;
(3) the names of the other depository institutions that will share the

machine's services; and
(4) other information required by the department.
*Sec. 24. AS 06.05.426(d) is amended to read:

(d) A state bank may invest in a corporation organized to ODerate machines
that perform automated teller services for two or more depository institutions
[BANKS, IF EACH BANK OWNS PART OF THE CAPITAL STOCK OF THE
CORPORATION].

* Sec. 25. AS 06.05.426 is amended by adding a new subsection to read:

(e) A person may ncf* Tblish or operate an automated teller machine that
accepts deposits unless those de osits are insured by the Federal Deposit Insurance
Corporation or another agency of the United States that insures deposits.

*Sec. 26. AS 06.05.435(c) is amended to read:
© Unless otherwise approved by the department, each director of a state

bank shall own, in the director's own right or jointly with the director's spouse, free of
any encumbrance, common or preferred stock of the state bank or of an entity that
controls the state bank that has ;»n aggregate par value of at least SL00O, an
aggregate shareholder's equity of at least SLOOP, or an aggregate fair market
value of at least S1.000 [CAPITAL STOCK OF THE BANK IN AN AMOUNT
EQUAL TO AT LEAST $1,000 IN PAR VALUE].

*Sec. 27. AS 06.05.435 is amended by adding new subsections to read:

(h) In the case of an entity that owns more than one bank, a director may use
the director's equity interest in the controlling entity to satisfy, in whole or in part, the
equity interest requirement for one or all of the controlled banks.

(i) The value of the common or preferred stock held by a director of a state
bank or of an entity that controls the state bank is valued as of the date purchased, or
as of the date on which the individual became a director, whichever value is greater.

* Sec. 28. AS 06.05.550 is amended to read:

-13- SCSCSIIB 106( )
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Sec. 06.05.550. Authority of international bank, [OR] interstate state
bank, or interstate national bank to branch, (a) An international bank, [OR] an
interstate state bank, or an interstate national bank whose deposits are insured by
the Federal Deposit Insurance Corporation [,] may acquire a branch bank as the result
of a merger or consolidation of the international bank, [OR] interstate state bank, or
interstate national bank with, or the purchase of all or substantially all of the assets
of, a state bank, a national bank with its principal office in this state, or a branch of the
state bank or national bank, unless the state bank or national bank is a recently formed
bank.

(b) An international bank may establish a new branch bank in this state or
acquire a recently formed bank [,] if the department approves the establishment or
acquisition before the establishment or acquisition occurs. An interstate state bank or
interstate national bank may not establish a branch bank in this state unless the
establishment occurs through an acquisition under (a) of this section of a bank located
in the state. An interstate state bank or interstate national bank may not establish a
new branch bank in this state.

(c) An interstate state bank, interstate national bank, or international bank
that opens, occupies, or maintains a branch bank in the state has the same powers

under the laws of the state as a state or national bank of the same type.

* Sec. 29. AS 06.05.555(a) is amended to read:
@ Before acquiring a branch bank under AS 06.05.550(a) or establishing a

branch bank under AS 06.05.550(b), an interstate state bank or international bank
shall file an application with the department fcr and t ceive a certificate of authority to
operate a branch bank. The application must include

(1) all information and fees required under AS 06.05.399;

(2) the name  the bank and the address of its principal office;

(3) if an international bank, the country undrr whose laws it is
organized,;

(4) the amo’ it of the bank's capital actually paid in cash and the

amount subscribed for and unpaid,;
(5) acomplete and detailed statement of the bank's financial condition;
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(6) the names of all other states and countries in which the bank is

admitted or qualified to do business;
(7) a copy of the bank's charter, articles of incorporation, and bylaws,

as applicable;

(8) if an international bank, evidence satisfactory to the department
that the bank is authorized to conduct a banking business under the laws of the country
of its organization, and the nature of the bank's business;

(9) a properly executed designation of the department as the bank’
agent for service of process in an action or proceeding arising out of a transaction
involving the branch bank; the designation must include the name and address of the
officer, agent, or other person to whom the department is to forward the process; and

(10) other information necessary or appropriate for the department to

determine whether the bank is entitled to a certificate of authority from the

department.
*Sec. 30. AS 06.05.555(b) is amended to read:

(b) The department shall notify the interstate state hank or international bank
of its action on the application. If the application and the accompanying documents do
not comply with the requirements of (a) of this section, the department shall return
them with an explanation of the noncompliance. If the department does not respond
within 30 days of its receipt of the application, the application is considered to be
accepted.

*Sec. 31, AS 06.05.555(c) is amended to read:

(c) The interstate state bank or international bank shall publish notice of the
application in the manner provided in AS 06.05.344(d) - (e). The notice must state the
proposed location of the branch bank.

* Sec. 32. AS 06.05.555(d) is amended to read:

(d) Upon acceptance of the application, the department shall conduct an

investigation to determine that
(1) ifan interstate state bank,
(A) the laws of the home state of the bank authorize a state

bank of this state to acquire a branch bank in the home state without conditions
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or restrictions on the operations of the branch bank; and
(B) the bank supervisor of the home state of the bank has
agreed to provide to the department the examinationreports  that the
department determines sufficient to permit the department todetermine on a
current basis the financial condition of the bank;
(2) the proposal is consistent with a sound and competitive banking
system;
(3) the capital structure of the bank is adequate in relation to the
anticipated business and costs of operating the branch bank;
(4) the name of the bank is not deceptively similar to the name of
another branch bank or state bank and is not otherwise misleading; and
(5) the other requirements of this chapter have been met.
* Sec. 33. AS 06.05.555(e) is amended to read:
(e) Not later than 150 days after the department accepts an application by an
interstate state hank or international bank for a certificate of authority to operate a
branch bank, the department shall make a determination whether to approve the
application. Within 30 days after the second publication of the notice referred to in (c)
of this section, a person opposing the pending application may file written objections
with the department. When it approves or denies the application, the department shall
notify the bank and any other person who requested in writing to be notified, and* if
the application is denied, the department shall state the reasons for its decision.
* Sec. 3A. AS 06.05.555(f) is amended to read:
() The department shall issue a certificate of authority to an interstate state
bank or international bank to operate a branch bank if
(1) the conditions imposed by the department in granting the certificate
have been fulfilled; and
(2) the requirements of this chapter are satisfied.
* Sec. 3. AS 06.05 is amended by adding a new section to read:
Sec. 06.06.5657. Notice filing for interstate national banks. An interstate
national bank acquiring a branch in this state under AS 06.05.550 shall file a notice of

the acquisition with the department along with a copy of the application filed with the
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agency that primarily regulates the interstate national bank. The notice and copy of
the application shall be filed with the department at the same time the application is
filed with the agency that primarily regulates the interstate national bank.

* Sec. 36. AS 06.05.565(a) is amended to read:

(@) An interstate state bank or international bank operating a branch bank in
the state is subject to the provisions of this .itle [,] and the regulations adopted and
orders issued under this title, except for the residency requirements in
AS 06.05.435(a).

* Sec. 37. AS 06.05.565(c) is amended to read:
(c) A branch bank of an interstate state bank or international bank operating

in the state is subject to examination under AS 06.01.015 and assessments under
AS 06.01.010. Assessments under AS 06.01.010(d) are based on the branch bank’s
total deposils in the state.

* Sec. 28. AS 06..05.565(d) is amended to read:
(d) When the department considers it necessary to protect the public interest,

the department or a competent person designated by the department may examine an
interstate state hank or international bank with a branch in the state. The interstate
state bank or international bank shall pay an examination fee established under
AS 06.01.010.

* Sec. 39. AS 06.05.565(e) is amended to read:

() The department may require periodic reports from an interstate state
bank or an interstate national bank [OUT-OF-STATE DEPOSITORY
INSTITUTION] that maintains a branch in this state and from a bank holding
company that controls the interstate state bank or interstate national bank [OUT-
OF-STATE DEPOSITORY INSTITUTION]. The reports shall be made under oath
and filed as frequently as required by the department. The reports must contain the
information and detail that the department determines to be appropriate to assure
continuing compliance of the interstate state hank or interstate national bank
[OUT-OF-STATE DEPOSITORY  INSTITUTION] with the provisions
[PROVISION] of this title.

*Sec. 40. AS 06,05.565 is amended by adding a new subsection to read:
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(9) An interstate national bank operating a branch bank in this state is subject
to the provisions of AS 06.05.548 and 06.05.550 and the regulations adopted and

orders issued under those sections.

* Sec. 41. AS 06.05.570(a) is amended to read:
(@) An out-of-state bank holding company may acquire and own all or a

portion of the voting securities or other capital stock of, or all or substantially all of the
assets of, one or more state banks, domestic bank holding companies, or national
banks conducting a banking business in the state, unless the state bank or national
bank is a recently formed bank. Before an out-of-state bank holding company may
acquire a state bank or bank holding company of a state bank doing business in this
state, the out-of-state bank holding company shall apply for and obtain a permit from
the department. In considering whether to issue a permit, the department shall
consider the benefits to the public, the preservation of a competitive banking industry,
and the maintenance of a safe and sound bank industry. To assure full protection of
the public, the department may require an out-of-state bank holding company that
directly or indirectly owns, holds, or controls stock in a state bank or domestic bank
holding company to post a bond with the department under conditions established by
the department. The amount of the bond may not be more than the product obtained
by multiplying the amount of paid-in capital and paid-in surplus of the state bank or
domestic bank holding company by the percentage of state bank or domestic bank
holding company stock directly or indirectly owned, held, or controlled by the out-of-
state bank holding company.

*Sec. 42. AS 06.05.990(13) is amended to read:
(13) "financial institurion” means an institution subject to the

regulation of the department under this title; in this paragraph, "institution”
includes a commercial bank, savings bank, credit union, premium finance
company, small loan company, hank holding company, financial holding
company, trust company, and savings and loan association;
* Sec. 43. AS 06.05.990(19) is repealed and reenacted to read:
(19) "loan™ includes an extension of credit resulting from direct or

indirect negotiations between a lender and a debtor;
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1 * Sec. 44. AS 06.05.990(22) is amended to read:

2 (22) "recently formed bank" means a state bank or national bank that

3 conducts a banking business in the state and that commenced the banking business ir.
4 the state on or after July 1, 1982, and that has not been in existence and continuous'y
5 operating in the state for a period of three years or more; "recently formed bank™ does
6 not include

7 (A) a bank organized solely for the purpose of facilitating
8 acquisition of a bank that either has been in existence and continuously
9 operating in the state as a bank for a three-year period, or was conducting a
10 banking business in the state on or before June 30, 1982;
1n (B) a state bank that the department determines was not created
12 directly or indirectly by an acquiring interstate state bank, interstate national
13 bank, international bank, or out-of-state bank holding company, and that does
14 not have the capacity to continue to conduct its business independently in a
15 manner consistent with the public interest and the interest of depositors,
16 creditors, and shareholders; or
17 (C) a national bank that the board of governors of the Federal
18 Reserve System, or their designee, determines is not chartered directly or
19 indirectly by an acquiring out-of-state bank holding company, and that does
20 not have the capacity to conduct its business independently in a manner
21 consistent with the public interest of depositors, creditors, and shareholders;

22 * Sec. 45. AS 06.05.990(24) is amended to read:

23 (24) "state financial institution™ means a financial institution that is
24 organized under this title 1that is subject to examination hv the department
25 under this title;
26 *Sec. 46. AS 06.05.990 is amended by adding new paragraphs to read:
27 (29) "extension of credit" means a negotiable instrument, and includk
28 promissory notes, acknowledgments of advance, due bills, invoices, overdrafts,
29 acceptances, and similar written or oral obligations or evidence of debt whether
30 secured or unsecured; in this paragraph, "negotiable instrument” has the meaning
31 given in AS 45.03.104;
-19- SCS CSHB 106( ) |
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(30) "financial holding company"” means an existing, or newly formed,
domestic bank holding company that has been approved as a financial holding
company by the Federal Reserve System and not denied that status by the department
under AS 06.05.237,;

(31) "interstate national bank" means a national bank wnose principal
office, as designated in its articles of incorporation, is not located in this state;

(32) “interstate state bank" means a person organized under the laws of
another state and holding a charter, license, or certificate of authority from another
state to engage in a banking business.

* Sec. “1l. AS_ 06.15.100 is repealed and reenacted tg read:

& 06.15.100. Hd] mmorm A trustee may not

(1) receive remuneration as trustee except reasonable fees for

attendance at meetings of trustees or for services as a member of a committee of
trustees;

(2) use the position as trustee, or knowingly allow it to be used, to
obtain preferential terms in dealings with the mutual ba.ik for which the person is
trustee;

(3) use the position as trustee, or knowingly allow it to be used, to
induce an actual or prospective borrower from the mutual bank for which the person is
trustee to purchase goods or services at a direct or indirect profit to the trustee.

* Sec. AS 06.15 is amended by adding a new section to read:
E A person may borrow money from the

mutual bank for which the person is trustee to the same extent that a director may

borrow money under AS 06.05.210.
AS 06.20.010 is amended by adding a new subsection to read:

(b) A person who is doing business under and as permitted by any law of the

state or of the United States relating to banks, savings banks, trust companies, building
and loan associations, or credit unions and who is exempt from the licensing
requirement in (a) of this section shall comply with all other provisions of this chapter.
é AS 06.45.020(a) is amended to read:

(@ Seven or more natural persons who desire to fonn a credit union shall

* Sec.
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1 subscribe before an officer competent to administer oaths, articles of incorporation in
2 duplicate that must state
3 (1) the name of the credit union;
4 (2) the location of the credit union and the territory in which it will
5 operate;
6 (3) the names and addresses of the subscribers to the certificate and the
7 number of shares each subscribed;
8 (4) the par value of die shares, which must [SHALL] be a minimum
9 of $5 each;
10 (5) the proposed field of membership specified in detail;
n (6) the term of the existence of the credit union, which may be
12 perpetual; and
13 (7) the fact that the articles of incorporation are adopted to enable the
14 persons to avail themselves of the advantages of this chapter.
15 * See. 51. AS 06.45.060(5) is amended to read:
16 (5) make loans, the maturities of which may not exceed 20 [12] e
17 except as provided in this chapter, and extend lines of credit to its members, to other
18 credit unions, and to credit union organizations and particioate with other credit
19 unions, credit union organizations, or financial organizations in making loans to credit
20 union members in accordance with the following:
21 (A) loans to members shall be made in conformity w
22 regulations adopted by the commissioner, except that
23 (i) a residential real estate loan that [WHICH] is made
24 to finance the acquisition of a one- to four-family dwelling for the
25 principal residence of a credit union member that [WHICH] is secured
26 by a first lien on the dwelling may have a maturity not exceeding 30
27 years;
28 (i) a loan to finance the purchase of a mobile home
29 that [, WHICH] is secured by a first lien on the mobile home, to be
30 used as the residence of a credit union member, or for the repair,
3 alteration, or improvement of a residential dwelling that is the residence
-21- SCS CSHB 106( )
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of a credit union member must [SHALL] have a maturity not to exceed
20 [15] years unless the loan is insured or guaranteed under (iii) of this
subparagraph;

(i) a loan secured by the insurance or guarantee of the
federal government, of a state government, or an agency of either may
be made for the maturity and under the terms and conditions specified
in the law under which the insurance or guarantee is provided;

(iv) a loan or aggregate of loans to a director or member
of the supervisory or credit committee of the credit union making the
loan that [WHICH] exceeds 520,000 [55,000] plus pledged shares shall
be approved by the board of directors;

(v) loans to other members for which directors or
members of the supervisor)' or credit committee act as guarantor or
endorser shall be approved by the board of directors when the loans
standing alone or when added to an outstanding loan or loans of the
guarantor or endorser exceed 520,000 [55,000];

(vi) the rate of interest may not exceed the greater of 15
percent a year or the rate specified in AS 45.45.010(b);

(vii) the taking, receiving, reserving, or charging of a
rate  ofinterest greater than is allowed by this paragraph, when
knowingly done, is considered a forfeiture of the entire interest that the
note, bill, or other evidence of debt carries with it, or that has been
agreed to be paid on the note, bill, or other evidence of debt; if a greater
rate of interest has been paid, the person by whom it has been paid or
the person's legal representatives may recover back from the credit
union taking or receiving it the entire amount of interest paid, but the
action must be commenced within two years from the time the usurious
collection was made;

(viii) a borrower may repay a loan before maturity in
whole or in part on any business day without penally;

(ix) loans shall be paid or amortized under regulations

-22-
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adopted by the commissioner that consider the needs or conditions of
the borrowers, the amounts and duration of the loans, the interests of
the members and the credit union, and other factors established in
regulations adopted by the commissioner;

(x) the total dollar amount of real estate loans and
mobile home loans outstanding may not exceed 25 percent of the assets
of the credit union without the written approval of the commissioner;

(xi) a credit union with assets of less than $3,000,000
may make real estate loans with maturities in excess of 15 years only
with the approval of the commissioner;

(B) a self-replenishing line of credit to a borrower may be
established to a stated maximum amount on terms and conditions that may be
different from terms and conditions established for another borrower;

(C) loans to other credit unions require the approval of the
board of directors of the loaning credit union;

(D) loans to credit union associations require the approval of
the board of directors of the credit union and may not exceed one percent of
the paid-in and unimpaired capital and surplus of the credit union;

(E) participation loans with other credit unions, credit union
associations, or financial organizations shall be made in accordance with
written policies of the board of directors of the credit union, except that a credit
union that originates a loan for which participation arrangements are made in
accordance with this section shall retain an interest not less than 10 percent of

the face amount of the loan;

*Sec. 52. AS 06.45.060(7) is amended by adding new subparagraphs to read:

(L) in bankers' acceptances issued by a financial institution
whose accounts are insured by an agency of the federal government;

(M) in stock of a federal home loan bank; the investment must
be limited to the minimum amount of stock required for membership in the
federal home loan bank, plus any additional stock purchase required to obtain

an advance of funds from a federal home loan bank;
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(N) in obligations of, or issued by, a state or political
subdivision of the state, except that a credit union may not invest more than 10
percent of its unimpaired capital and surplus in the obligations of any one
issuer, exclusive of general obligations of the issuer; in this subparagraph,
"political subdivision of the state" includes an agency, corporation, or

instrumentality of a state or political subdivision;

*Sec. 53. AS 06.45.060 is amended by adding a new paragraph to read:

(16) issue solicited or unsolicited credit cards or other similar credit
granting devices to a member for obtaining money, goods, services or anything else of
value; notwithstanding (5)(A)(vi) of this section and AS 45.45.010, when credit is
extended under this section, the credit union may impose a service charge at a monthly
rate as agreed upon by contract between the credit union and the member receiving the
credit granting device, but the credit union may not hold the member liable for charges
made on a credit card or other credit granting device before its acceptance by the
member; before an unsolicited card is considered accepted by the member, the
member shall execute and furnish to the credit union a written statement of

acceptance; in addition, a credit union may charge fees for credit cards or other similar

credit granting devices.

*Sec. 54. AS 06.45 is amended by adding a new section to read:

Sec. 06.45.295. Automated teller machines, (a) A state credit union may
establish, maintain, and operate an automated teller machine on the premises of the
main office or a branch office of th? state credit union.

(b) A state credit union may establish, maintain, and operate an automated
teller machine at a location other than credit union premises by notifying the
department 30 days before the date of establishment. An automated teller machine
operated off credit union premises shall be made available on a nondiscriminatory
basis for use by depositors of other depository institutions authorized to do business in
the state, upon the agreement of the other depository institutions to pay a fair and
equitable amount for the use of the machine.

(c) The notice required by (b) of this section must include

(1) the location and general description of the surrounding area,

SCS CSHB J06( ) -24-

New Text: Underlined [DELETED TEXT BRACKETED]



N

© 00 N oo o b W

10

K

14

16
17
15
19
20
21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT 22-GH1026\R

inciatiing a description of the business establishment, if any, in which the machine will

be located;
(2) the manner of operation and the kinds of transactions that the

machine will perform;

(3) the names of the other depository institutions that will share the
machine's services; and

(4) other information required by the department.

(d) A state credit union may invest in a corporation organized to operate
machines that perform automated teller services for two or more depository
institutions.

(e) A person may not establish or operate an automated teller machine that
accepts deposits unless those deposits are insured by the National Credit Union Share
Insurance Fund or another agency of the United States that insures deposits.

* Sec. b55. AS 06.05.005(b)(3), 06.05.175, 06.05.272(d), 06.05.990(18); and

AS 06.20.330(a) are repealed.
* Sec. 56. The uncodified law of the State of Alaska is amended by adding a new section to

read:

INDIRECT COURT RULE AMENDMENTS. AS 06.01.028(b), added by sec. 4 of
this Act, has the effect of changing Rule 45, Alaska Rules of Civil. Procedure, Rules 17 and
37, Alaska Rules of Criminal Procedure, and Rule 24, Alaska Bar Rules, because
AS 06.01.028(b) requires certain court orders compelling disclosure to provide for
reimbursement of a financial institution's reasonable costs of complying with the order.

* Sec. 57. The uncodified law of the State of Alaska is amended by adding a pjw section to
read:

TRANSITION: REGULATIONS. Notwithstanding sec. 60 of this Act, the
Department of Community and Economic Development may immediately proceed to adopt
regulations necessary to implement the changes made by this Act. The regulations take effect
under AS 44.62 (Administrative Procedure Act), but not before the effective date of the

statutory changes.
* Sec. 58. The uncudified law of the State of Alaska is amended by adding a new section to

read:

iy SCS CSHB 106( )
New Text: Underlined (DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 22-GH1026\R

INSTRUCTION TO REVISOR. The revisor of statutes is instructed to change the
catchline of
(1) AS 06.05.555 from "Certificate of authority for interstate and international
branching” to "Certificate of authority for interstate state bank and international bank
branching"; and
(2) AS 06.05.565 from "Applicability of title to interstate or international
banks, to out-of-state depository institutions, and to bank holding companies" to
"Applicability of title to interstate state banks, interstate national banks, international banks,
and bank holding companies.”
* Sec. 59. Section 57 ofthis Act takes effect immediately under AS 01.10.070(c).
* Sec. 60. Except as provided in sec. 59 of this Act, this Act lakes effect July 1, 2002.
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SENATE CS FOR CS FOR HOUSE BILL NO. 106( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-SECOND LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
ABILL
FOR AN ACT ENTITLED
"An Act relating to the authorizations for certain state financial institutions of certain
powers and limitations; relating to confii! ~ntial records of depositors and customers of
certain financial institutions; relating to the examination of certain institutions subject
to AS 06; relating to the Alaska Banking Code, Mutual Savings Bank Act, Alaska Small
Loans Act, and Alaska Credit Union Act; amending Rule 45, Alaska Rules of Civil
Procedure, Rules 17 and 37, Alaska Rules of Criminal Procedure, and Rule 24, Alaska

Bar Rules; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1 The uncodified law of the State of Alaska is amended by adding a new section
to read:

PURPOSE. The primary purpose of this Act is to implement banking and other

financial institution reforms in AS 06 in response to P.L. 106-102 (Gramm-Leach-Bliley Act)

in order to further this state as an attractive place for investment and other commerce
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involving banking and other financial institutions.
*Sec. 2. AS 06.01.015(a) is amended to read:

@ Financial institutions regulated under this title are subject to at least one
examination every 18 months [EACH YEAR]. The department may conduct
additional examinations at its discretion.

*Sec. 3. AS 06.01.020(a) is amended to read:

@ Notwithstanding other provisions of this title, the department may by
order [REGULATION] authorize state financial institutions, except licensees subject
to AS 06.20 or AS 06.40. to exercise any of the powers conferred upon, or to be
subject to any of the limitations imposed upon, a federally chartered financial
institution doing business in this state with deposits insured by an agency of the
federal government [,] if the department finds that the exercise of the power or
imposition of the limitation both

(1) serves the public convenience and advantage; and

(2) equalizes and maintains the quality of competition between state
financial institutions and federally chartered financial institutions.

*Sec. 4. AS 06.01 is amended by adding a new section to read:

Sec. 06.01.028. Depositor and customer records confidential, (a) The
records of financial institutions relating to their d<mositors and customers and the
information in the records are confidential. A financial institution may not disclose
the records and information to another person except when, and only to the extent that,
the disclosure is

(1) authorized in writing by the depositor or customer;

(2) required by federal or state statute or regulation or by an order
directed to the financial institution and issued by a court or administrative agency of
competent jurisdiction;

(3) made to the holder of a negotiable instrument drawn on the
financial institution as to whether the drawer has sufficient funds in the financial
institution to cover the instrument;

(4) made to a consumer reporting agency regulated under 15 U.S.C.

1681 - 168 lu (Fair Credit Reporting Act);
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(5) not prohibited by 15 U.S.C. 6801 - 6827 or the regulations adoptee
under those sections; or

(6) made in connection with the maintenance or servicing of the
depositor's or customer's account with the financial institution, or with another entity
as part of a private label credit card or other extension of credit on behalf of the entity.

(b) When disclosure of financial institution records is compelled by a
subpoena, a search warrant, or another court or administrative agency order under
(@)(2) of this section, the court or administrative agency shall provide in the order for
the reimbursement of the financial institution for the reasonable costs incurred in
complying with the order. Nothing in this subsection imposes a reimbursement
obligation on a government agency, or abrogates an otherwise established
reimbursement obligation of a government agency, when the financial institution is the
subject of an audit, examination, or im estigation and disclosure is sought under a
federal or state law or regulation.

(c) Unless otherwise p»uvided in this subsection, when disclosure of financial
institution records is required under a court or administrative agency order under
(@)(2) of this section, the financial institution shall notify the depositor or customer of
the disclosure before the disclosure is made. If notification before disclosure is not
possible, the financial institution shall notify the customer or depositor of the
disclosure as soon as practicable after the disclosure is made. However, notification
either before or after disclosure may not be made if disclosure is made under a court or
administrative agency order under (a)(2) of this section and the document requiring
disclosure requires on its face that the financial institution not notify or inform the
depositor or customer, or the document requiring disclosure is, or is accompanied by,
a court order that expressly directs the financial institution not to notify or inform the
depositor or customer.

(d) Nothing in (a) - (c) of this section prohibits a financial institution from
disclosing information to a person if

(1) the disclosure is necessary to

(A) provide the services of the financial institution tc

depositor or customer; or
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(B) market financially related products or services of the
financial institution and its marketing partners; and
(2) the person receiving the information has a written agreement with
the financial institution to be bound by the requirements of (a) - (c) of this section.

(e) A financial institution or any other person who violates this section is
liable to a depositor or customer for damages caused by the disclosure of the
confidential records or information of the financial institution pertaining to the
depositor or customer. A financial institution or other person who takes an action
under this section while relying in good faith on any provision of this section is not
liable under this section to any person for the action.

() In this section, "financial institution” means a person subject to the
regulation of the department under this title, including a BIDCO licensed under
AS 10.13 (Alaska BIDCO Act).

* Sec. 5. AS 06.01.040 is amended to read:

Sec. 06.01.040. Examination policy. It shali be the policy of the department
to conduct, whenever reasonably possible, joint examinations with the Federal Deposit
Insurance Corporation or with the National Credit Union Administration of those
institutions subject to this title whose accounts are insured through those agencies
[THAT CORPORATION].

* Sec. 6. AS 06.01.050(3) is amended to read:
(3) "financial institution" means an institution subject to the regulation

of the department under this title; in this paragraph, “institution" includes ~
commercial bank, savings hank, credit union, premium finance company, small
loan company, hank holding company, financial holding company, trust company
and savings and loan association.

*Sec. 7. AS 06.01.050 is amended by adding a new paragraph to read:

(4) “state financial institution” means a financial institution that is
organized under this title or that is subject to examination by the department under this
title.

*Sec. 8. AS 06.05.005(a) is amended to read:
(@ The department shall
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(1) exercise general supervision over all state financial institutions and
their subsidiaries and affiliated corporations;

(2) adopt regulations necessary to implement this chapter, including
regulations providing for the retention and preservation of state bank records;

(3) review and approve or disapprove applications for new state banks
under AS 06.05.344, new bank branches under AS 06.05.399, and international bank
branches or interstate state bank branches [BRANCH BANKS] under
AS 06.05.555;

(4) issue permits authorizing certain acquisitions bv bank holding
companies [TO DO BUSINESS IN THIS STATE] under AS 06.05.235 and
06.05.570;

(5) determine for each state bank the amount of paid-in capital
necessary to operate under AS 06.05.305(a);

(6) review and approve transfers of state bank ownership under
AS 06.05.327;

(7)  perform examinations of state banks, branch banks, and
subsidiaries under AS 06.01.015.

*Sec. 9. AS 06.05.050 is repealed and reenacted to read:
Sec. 06.05.050. Publication of reports, (a) Condensed forms of all reports
of condition required by AS 06.05.045(a) shall be immediately

(1) published by the state bank in a newspaper of general circulation
published in the place where the state bank is located; if a newspaper of general
circulation isnotpubiished in that place, the report shall be published in the
newspaper of general circulation published nearest to that place; or

(2) posted

(A) at the primary Internet website of the state bank; and
(B) in the lobby of the principal office and all branches of the

state bank.

(b) Notice of the publication or posting of the reports of condition under (a) of

this section shall be posted in the lobby of the principal office and all branches of the

state bank. Upon request, a copy of a report of condition shall be supplied to any
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person at no cost.
* Sec. 10. AS 06.05.065(a) is amended to read:
(@ A bank examiner of the department who deals with the regulation of

financial institutions, a special agent selected by the department to do work relating to
financial institutions, the commissioner or deputy commissioner, or the director of
banking may not be an officer, employee, director, trustee, attorney, shareholder, or
partner of a financial institution, or receive, directly or indirectly, a payment or
gratuity from a financial institution. A person subject to this section may not borrow
money from a state financial institution [THAT HAS A CERTIFICATE OF
AUTHORITY UNDER THIS TITLE], except as provided in this section.
* Sec. 11. AS 06.05.065(b) is amended to read:
(b) A person subject to this section may

(1) be a depositor in a financial institution;

(2) purchase shares of a savings and loan association on the same
terms available to the public;

(3) be a member of an employee credit union;

(4) be indebted to a state financial institution upon an installment debt
incurred by the employee in the purchase of goods for personal use only and
transferred to the financial institution in the regular course of business, including debts
for household goods, mobile homes, motor vehicles, or boats; or

(5) retain a prcexistine extension of credit that was incurred before
commencement of the employment that subjected the person to this section: any
renegotiation of a preexisting extension of credit shall be treated as a new
extension of credit that is subject to the prohibitions of this section [BE
INDEBTED TO A STATE FINANCIAL INSTITUTION FOR A MORTGAGE
LOAN SECURED BY THE PERSON’S PRIMARY RESIDENCE, IF THE LOAN
CLOSED BEFORE THE PERSON BECAME AN EMPLOYEE SUBJECT TO THIS
SECTION].

*Sec. 12. AS 06.05.205 is repealed and reenacted to read:
Sec. 06.05.205. Loans and extensions of credit, (a) The total loans and

extensions of credit by a slate bank to a person outstanding at one time and not fully
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secured, as determined in a manner consistent with (b) of this section, by collateral
having a market value at least equal to the amount of the loan or extension of credit
may not exceed 15 percent of the unimpaired capital and unimpaired surplus of the
state bank.

(b) The total loans and extensions of credit by a state bank to a person
outstanding at one time and fully secured by readily marketable collateral having a
market value, as determined by reliable and continuously available price quotations, at
least equal to the amount of the money outstanding, may not exceed 10 percent of the
unimpaired capital and unimpaired surplus of the state bank. The limitation in this
subsection is separate from and in addition to the limitation containeu in (a) of this
section.

() The limitations contained in (a) and (b) of this section are subject to the
follov/ing exceptions:

(1) loans or extensions of credit arising from the discount of
commercial or business paper evidencing an obligation to the person negotiating it
with recourse are not subject to a limitation based on unimpaired capital and
unimpaired surplus;

(2) the purchase of bankers' acceptances described in AS 06.05.275
and issued by other banks are not subject to a limitation based on unimpaired capital
and unimpaired surplus;

(3) loans or extensions of credit secured by bills of lading, warehouse
receipts, or similar documents transferring or securing title to readily marketable
staples; are subject to a limitation of 35 percent of unimpaired capital and unimpaired
surplus in addition to the general limitations if the market value of the staples securing
each additional loan or extension of credit at all times equals or exceeds 115 percent of
the outstanding amount of the loan or extension of credit; in order to be considered
under thi. paragraph, the staples must be fully covered by insurance whenever it is
customary to insure those staples;

(4) loans or extensions of credit secured by bonds, notes, certificates of
indebtedness, or treasury bills of the United States or by other such obligations fully

guaranteed as to principal and interest by the United States are not subject to a
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limitation based on unimpaired capital and unimpaired surplus;

(5) loans or extei sions of credit to, or secured by unconditional takeout
commitments or guarantees of, any department, agency, bureau, board, commission,
or establishment of the United States or a corporation wholly owned directly or
indirectly by the United States are not subject to a limitation based on unimpaired
capital and unimpaired surplus;

(6) loans or extensions of credit secured by a segregated deposit
account in the lending state bank are not subject to a limitation based on unimpaired
capital and unimpaired surplus;

(7) loans or extensions of credit to a bank or to a receiver, conservator,
superintendent of banks, or other agent in charge of the business and property of that
bank, if approved by the department, are not subject to a limitation based on
unimpaired capital and unimpaired surplus;

(8) loans or extensions of credit arising from the discount of negotiable
or non-negotiable installment consumer paper that carries a full recourse endorsement
or unconditional guarantee by the person transferring the paper are subject under this
section to a maximum limitation equal to 25 percent of unimpaired capital and
unimpaired surplus, notwithstanding the collateral requirements set out in (b) of this
section; however, if the state bank’s files or the knowledge of its officers of the
financial condition of each maker of that consumer paper is reasonably adequate, and
an officer of the state bank designated for that purpose by the board of directors of the
state bank certifies in writing that the state bank is relying primarily upon the
responsibility of each maker for payment of the loans or extensions of credit and not
upon any full or partial recourse endorsement or guarantee by the transferor, the
limitations of (a) and (b) of this section as to the loans or extensions of credit of each
such maker are the sole applicable loan limitations;

(9) loans or extensions of credit secured by shipping documents or
instruments transferring or securing title covering livestock or giving a lien on
livestock when the market value of the livestock securing the obligation is not at any
time less than 115 percent of the face amount of the note covered are subject under

this section, notwithstanding the collateral requirements set out in (b) of this section,
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to a maximum limitation equal to 25 percent of unimpaired capital and unimpaired
surplus;

(10) loans O extensions of credit, arising from the discount by deal
in dairy cattle of paper given in payment for dairy cattle and carrying a full recourse
endorsement or unconditional guarantee of the seller, that are secured by the cattle
being sold are subject under this section, notwithstanding the collateral requirements
set out in (b) of this section, to a maximum limitation equal to 25 percent of
unimpaired capital and unimpaired surplus.

(d) Except with the written prior approval of the department for an acquisition
or merger with another financial institution, or except with the written prior approval
of the department in order to prevent loss upon an indebtedness previously contracted
in good faith, a state bank may not

(1) accept as security for a loan the capital stock of the state bank;

(2) accept as security for a loan the capital stock of the state bank's
parent holding companies, unless the stock of the holding companies is publicly traded
on a nationally recognized exchange; or

(3) loan money that is to be used to purchase the capital stock of the
state bank or a parent holding company of the state bank.

() The department may adopt regulations to administer and carry out the
purposes of this section, including, notwithstanding any contrary provision of this
section, regulations to define or further define terms used in this section in order to
establish limits or requirements other than those specified in this section for particular
classes or categories of loans or extensions of credit.

(f) For purposes of this section, the department may determine when a loan
putatively made to a person shall be attributed to another perron.

() In this section, "person” means an individual, sole proprietorship,
partnership, joint venture, association, trust, estate, business trust, corporation, or any
similar entity or organization.

*Sec. 13. AS 06.05.209(b) is amended to read:
(b) A state bank may issue a credit card or other similar credit granting device

to a customer for obtaining money, goods, services, or anything else of value, and,

9 SCS CSHB 106( )
New Text. Underlined (DELETED TEXT BRACKETED]



© 0O N o U A~ W N

& 8 B B

14

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT 22-GH)026\B

notwithstanding AS 45.45.010, the state bank, when credit is extended under this
section, may impose a service charge at a monthly rate as agreed upon bv contract
between the state bank and the customer receiving the credit granting device
[THAT RESULTS IN AN ANNUAL RATE NOT IN EXCESS OF 17 PERCENT ON
THE OUTSTANDING BALANCE. HOWEVER, IN ADDITION, WHEN CASH IS
ADVANCED UNDER THIS SECTION, THE BANK MAY IMPOSE A SETUP
CHARGE THAT DOES NOT EXCEED THREE PERCENT OF THE FUNDS
ADVANCED, OR $12, WHICHEVER. IS LESS, EXCEPT THAT ON LOANS OF
UNDER $100 A MINIMUM NOT EXCEEDING $3 MAY BE CHARGED],

* Sec. 14. AS 06.05.210(a) is amended to read:
@ Subject to the same terms and conditions applicable to other loans, a

director or executive [,] officer [[ OR EMPLOYEE] of a state bank may borrow up to
$100,000, or up to $250,000 for the director's or executive [] officer's [, OR
EMPLOYEE'S] primary residence, from the state bank at the discretion of the chief
executive or managing officer of the state bank. A loan to a director or executive [,]
officer [, OR EMPLOYEE] that makes the total amount owed to the state bank by the
director or executive [,] officer [[ UR EMPLOYEE] in excess of the limits in this
subsection, or loans of any amount to the chief executive or managing officer of the
state bank, shall have the prior approval of the board of directors, shall be reported to

the department within 30 days, and shall be secured by adequate collateral.

* Sec. 15. AS 06.05.210 is amended by adding a new subsection to read:

(© Notwithstanding (a) of this section, loans to directors, executive officers,

and other officers and employees of a state bank are subject to the lending limits

imposed by AS 06.05.205 and the regulations adopted under that section.

* Sec. 16. AS 06.05 is amended by adding a new section to read:

Sec. 06.05.237.  Financial holding companies.  Notwithstanding the
provisions of AS 06.05.235 and regulations adopted under that section, a holding
company formed under this title may apply to the Federal Reserve System for status as
a financial holding company. If the status is granted, the financial holding company
has powers as a financial holding company authorized by the Federal Reserve System

if
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(1) at the time of application, the holding company provides the

department with a complete copy of the application;
(2) the holding company provides the department with copies of all

correspondence concerning the application;

(3) the holding company provides the department with a copy of the
approval by the Federal Reserve System within 10 days after the holding company
receives the approval; and

(4) the department toes not issue a letter denying Financial holding
company status within 30 days after the approval by the Federal Reserve System.

* Sec. 17. AS 06.05.245 is amended to read:

Sec. 06.05.245. Disposition of property not needed in the conduct of a
banking business. All investments in real and personal prope , regardless of how
acquired, not permitted [NECESSARY FOR THE CONVENIENT
TRANSACTION OR PROMOTION OF A BANKING BUSINESS] under
AS 06.05.230 that come [COMES] into the possession of a state bank shall be
disposed of as soon as possible. If the real or personal property is not sold within the
time limit set [PRESCRIBED] by the department in regulations, it shall be written off
and may not be carried as an asset of the state bank.

* Sec. 18. AS 06.05.272(b) is amended to read:

(b) Under this section, a state bank's total investment in its subsidiaries
may not exceed that which is permissible for a federally chartered bank's total
investment in all subsidiaries as set out in 12 U.S.C. 24a, as amended [BANK
MAY INVEST IN SUBSIDIARIES AN AMOUNT EQUAL TO THE LESSER OF
20 PERCENT OF ITS TOTAL ASSETS OR 50 PERCENT OF ITS TOTAL
CAPITAL ACCOUNTS], Loans to subsidiaries are considered investments subject to
the limitations of this subsection.

* Sec. 19. AS 06.05.301(a) is amended to read:

@ Except for national banks with a principal place of business in the state,
and interstate state hanks and international banks with a certificate of authority under
AS 06.05.555, ? corporation may not engage in the banking business unless the

corporation is organized under AS 10.06 (Alaska Corporations Code) and this title.
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*Sec. 20. AS 06.05.350(d) is amended to read:
(d) Except as authorized under this section, a person may not
(1) engage in the business of receiving deposits, discounting evidences
of indebtedness, or receiving money for transmission;
(2) represent that the person is [, OR ACTS FOR,] a bank; or
(3) use any form of the word "bank™ in the person's name unless
the person is a state bank formed under this title or a bank formed under the
authority of another state or an agency of the federalgovernment, o: 0 ' 7S it is
clear that the use does not represent that the person is a bank; the prohib. '~a in
this paragraph does not apply to a food bank, blood bank, or similar
organization that cannot readily be confused with a bank [AN ARTIFICIAL OR
CORPORATE NAME THAT PURPORTS TO BE OR SUGGESTS THAT IT IS
THE NAME OF A BANK],
* Sec. 21. AS 06.05.350 is amended by adding a new subsection to read:
(e) A person prohibited by (d)(3) of this section from using any form of the
word "bank™ in its name may apply to the commissioner for authority to use a form of
the word "bank" in its name.

*Sec. 22. AS 06.05.426(b) is amended to read:
(b) A state bank may establish, maintain, and operate an automated teller

machine at a location other than bank premises by notifying the department 30 days
before the date of establishment [WITH THE PRIOR APPROVAL OF THE
DEPARTMENT]. An automated teller machine operated off bank premises shall be
made available on a nondLcriminatory basis for use by depositors of other
depository institutions [BANKS] authorized to do business in the state [AND THEIR
CUSTOMERS], upon the agreement of the other depository institutions [BANKS] to
pay a fair and equitable amount for the use of the machine.
* Sec. 23. AS 06.05.426(c) is repealed and reenacted t  .d:
(c) The notice required in (b) of this section must include
(1) the location and general description of the surrounding ar

including a description of the business establishment, if any, in which the machine will

be located:;
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(2) the manner of operation and the kinds of transactions that the
machine will perform;
(3) the names of the other depository institutions that will share the
machine's services; and
(4) other information required by the department.
* See. 24. AS 06.05.426(d) is amended to read:

(d) A state bank may invest in a corporation organized to operate machines
that perform automated teller services for two or more depository institutions
[BANKS, IF EACH BANK OWNS PART OF THE CAPITAL- STOCK OF THE
CORPORATION].

*Sec. 25. AS 06.05.426 is amended by adding a new subsection to read:

(e) A person may not establish or operate an automated teller machine that
accepts deposits unless those deposits are insured by the Federal Deposit Insurance
Corporation or another agency of the United States that insures deposits.

* Sec. 26. AS 06.05.435(c) is amended to read:
(© Unless otherwise approved by the department, each director of a state

bank shall own, in the director's own right or jointly with the director's spouse, free of
any encumbrance, common or preferred stock of the state bank or of an entity that
controls the state bank that has an aggregate par value of at least SL.OOO, an
aggregate shareholder's equity of at least S1,000, or an aggregate fair market
value of at least S.OOO [CAPITAL STOCK OF THE BANK IN AN AMOUNT
EQUAL TO AT LEAST $1,000 IN PAR VALUE].

* Sec. 27. AS 06.05.435 is amended by adding new subsections to read:

(h) In the case of an entity that owns more than one bank, a director may use
the director's equity interest in the controlling entity to satisfy, in whole oi in part, the
equity interest requirement for one or all of the controlled banks.

() The value of the common or preferred stock held by a director of a state
bank or of an entity that controls the state bank is valued as of the date purchased, or
as of the date on which the individual became a director, whichever value is greater.

* Sec. 28. AS 06.05.550 is amended to read:
See. 06.05.550. Authority of international hank, |OR] interstate state
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bank, or interstate national bank to branch, (a) An international bank, [OR] an
interstate state bank, or an interstate national bank whose deposits are insured by
the Federal Deposit Insurance Corporation [,] may acquire a branch bank as the result
of a merger or consolidation of the international bank, [OR] interstate state bank, or
interstate national bank with, or the purchase of all or substantially all of the assets
of, a state bank, a national bank with its principal office in this state, or a branch ol he
state bank or national bank, unless the state bank or national bank is a recently formed
bank.

(b) An international bank may establish a new branch bank in this state or
acquire a recently formed bank [] if the department approves the establishment or
acquisition before the establishment or acquisition occurs. An interstate state bank or
interstate national bank may not establish a branch bank in this state unless the
establishment occurs through an acquisition under (a) of this section of a bank located
in the state. An interstate state bank or interstate national bank may not establish a
new branch bank in this state.

(c) An interstate state bank, interstate national bank, or international bank
that opens, occupies, or maintains a branch bank in the state has the same powers
under the laws of the state as a state or national bank of the same type.

* Sec. 29. AS 06.05.555(a) is amended to read:

@ Before acquiring a branch tank under AS 06.05.550(a) or establishing a
branch bank under AS 06.05.550(b), an interstate state bank or international bank
shall file an application with the department for and receive a certificate of authority to
operate a branch bank. The application must include

(1) all information and fees required under AS 06.05.399;

(2) the name of the bank and the address of its principal office;

(3) if an international bank, the country under whose laws it is
organized;

(4) the amount of the bank's capital actually paid in cash and the
amount subscribed for and unpaid;

(5) acomplete and detailed statement of the bank's fina ‘cial condition;

(6) the names of all other states and countries in which the bank is
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admitted or qualified to do business;
(7) acopy of the bank's charter, articles of incorporation, and bylaws.

as applicable;

(8) if an international bank, evidence satisfactory to the department
that the bank is authorized to conduct a banking business under the laws of the country
of its organization, and the nature of the bank’ business;

(9) a properly executed designation of the department as the bank's
agent for service of process in an action or proceeding arising out of a transaction
involving the branch bank; the designation must include the name and address of the
officer, agent, or other person to whom the department is to forward the process; and

(10) other information necessary or appropriate for the department to
determine whether the bank is entitled to a certificate of authority from the
department.

*Sec. 30. AS 06.05.555(b) is amended to read:

(b) The department shall notify the interstate state bank or international bank
of its action on the application. Ifthe application and the accompanying documents do
not comply with the requirements of (a) of this section, the department shall return
them with an explanation of the noncompliance. If the department does not respond
within 30 days of its receipt of the application, the application is considered to be
accepted.

* See. 31. AS 06.05.555(c) is amended to read:

(c) The interstate state bank or international bank shall publish notice of the
application in the manner provided in AS 06.05.344(d) - (e). The notice must state the
proposed location of the branch bank.

*Sec. 32. AS 06.05.555(d) is amended to read:

(d) Upon acceptance of the application, the department shall conduct an

investigation to determine that

(1) ifan interstate "tate bank,

(A) the laws of the home state of the bank authorize a st

bank of this state to acquire » branch bank in the home state without conditions

or restrictions on the operations of the branch bank; and
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(B) the bank supervisor of the home state of the bank
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agreed to provide to the department the examination reports that the
department determines sufficient to permit the department to determine on a
current basis the financial condition of *he bank;
(2) the proposal is consistent v/ith a sound and competitive banking
system;
(3) the capital structure of the bank is adequate in relation to the
anticipated business and costs of operating the branch bank;
(4) the name of the bank is not deceptively similar to the name of
another branch bank or state bank and is not otherwise misleading; and
(5) the other requirements of this chapter have been met.
* Sec. 33. AS 06.05.555(e) is amended to read:
(e) Not later than 150 days after the department accepts an application by an
interstate state bank or international bank for a certificate of authority to operate a
branch bank, the department shall make a determination whether to approve the
application. Within 30 days afte' the second publication of the notice referred to in (c)
of this section, a person opposing the pending application may file written objections
with the department. When it approves or denies the application, the department shall
notify the bank and any other person who requested in writing to be notified, andj if
the application is denied, the department shall state the reasons for its decision
* Sec. 34. AS 06.05.555(f) is amended to read:
() The department shall issue a certificate of authority to an interstate state
bank or international bank to operate a branch bank if
(1) the conditions imposed by the department in granting the certificate
have been fulfilled; and
(2) the requirements o. this chapter are satisfied.
* Sec. 35. AS 06.05 is amended by adding a new section to read:
Sec. 06.05.557. Notice filing for interstate national banks. An interstate
national bank acquiring a branch in this state under AS 06.05.550 shall file a notice of
the acquisition with the department along with a copy of the application filed with the

agency that primarily regulates the interstate national bank. The notice and copy of
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the application shall be filed with the department at the same time the application is
filed with the agency that primarily regulates the interstate national jank.
* Sec. 36. AS 06.05.565(a) is amended to read:

(@ An interstate state bank or international bank operating a branch bank in
the state is subject to the provisions of this title [,] and the regulations adopted and
orders issued under this title, except for the residency requirements in
AS 06.05.435(a).

*Sec. 3/. AS 06.05.565(c) is amended to read:

(c) A branch bank of an interstate state bank or international bank operating
in tne state is subject to examination under AS 06.01.015 and assessments under
AS 06.01.010. Assessments under AS 06.01.010(d) are based on the branch bank's
total deposits in the state.

* Sec. 38. AS 06.05.565(d) is amended to read:

(d) When the department considers it necessary to protect the public interest,
the department or a competent person designated by the department may examine an
interstate state bank or international bank with a branch in the state. The interstate
state bank or international bank shall pay an examination fee established under
AS 06.01.010.

* Sec. 39. AS 06.05.565(e) is amended to read:

(e) The department may require periodic reports from an interstate state
bank or an interstate national bank [OUT-OF-STATE DEPOSITORY
INSTITUTION] that maintains a branch in this state and from a bank holding
company that controls the interstate state bank or interstate national bank [OUT-
OF-STATE DEPOSITORY INSTITUTION]. The reports shall be made under oath
and filed as frequently as required by the department. The reports must contain the
information and detail that the department determines to be appropriate to assure
continuing compliance of the interstate state bank or interstate national bank
[OUT-OF-STATE DEPOSITORY  INSTITUTION] with the provisions
[PROVISION] of this title.

* Sec. 40. AS 06.05.565 is amended by adding a new subsection to read:
(9) An interstate national bank operating a branch lank in this state is subject

A7- SCS CSHB 106( )
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to the provisions of AS 06.05.548 and 06.05.550 and the regulations adopted and

1

2 orders issued under those sections.

kg * Sec. 41. AS 06.05.570(a) is amended to read:

4 (@) An out-of-state bank holding company may acquire and own all or a
5 portion of the voting securities or other capital stock of, or all or substantially all of the
6 assets of, one or more state banks, domestic bank holding companies, or national
7 banks conducting a banking business in the state, unless the state bank or national
8 bank is a recently formed bank. Before an out-of-state bank holding company may
9 acquire a state bank or bank holding company of a state bank doing business in this
10 state, the out-of-state bank holding company shall apply for and obtain a permit from
1 the department. In considering whether to issue a permit, the department shall
12 consider the benefits to the public, the preservation of a competitive banking industry,
13 and the maintenance of a safe and sound bank industry. To assure full protection of
14 the public, the department may require an out-of-state bank holding company that
15 directly or indirectly owns, holds, or controls stock in a state bank or domestic bank
16 holding company to post a bond with the department under conditions established by
17 the department. The amount of the bond may not be more than the product obtained
18 by multiplying the amount of paid-in capital and paid-in surplus of the state bank or
19 domestic bank holding company by the percentage of state bank or domestic bank
20 holding company stock directly or indirectly owned, held, or controlled by the out-of-
21 state bank holding company.
22 * Sec. 42. AS 06.05.990(13) is amended to read:
23 (13)  “financial institution” means an institution subject to the
24 regulation of the department under this title; in this paragraph, "institutionll
25 includes a commercial bank, savings bank, credit union, premium finance
26 company, small loan company, bank holding company, financial holding
27 company, trust company, and savings and loan association:

28 * Sec. 43. AS 06.05.990(19) is repealed and reenacted to read:
29 (19) "loan" includes an extension of credit resulting from direct or

30 indirect negotiations between a lender and a debtor;

31 *Sec. 44. AS 06.05.990(22) is amended to read:

SCS CSIIB 106( ) 18-
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(22) "recently formed bank" means a state bank or national bank that
conducts a banking business in the state and that commenced the banking business in
the state on or after July 1, 1982, and that has not been in existence and continuously
operating in the state for a period of three years or more; "recently formed bank™ does
not include

(A) a bank; organized solely for the purpose of facilitating
acquisition of a bank that either has been in existence and continuously
operating in the state as a bank for a three-year period, or was conducting a
banking business in the state on or before June 30, 1982;

(B) a state bank that the department determines was not created
directly or indirectly by an acquiring interstate state bank, interstate national
bank, international bank, or out-of-state bank holding company, and that does
not have the capacity to continue to conduct its business independently in a
manner consistent with the public interest and the interest of depositors,
creditors, and shareholders; or

(C) a national bank that the board of governors of the Federal
Reserve System, or their designee, determines is not chartered directly or
indirectly by an acquiring out-of-state bank holding company, and that does
not have the capacity to conduct its business independently in a manner
consistent with the public interest of depositors, creditors, and shareholders;

* Sec. 45. AS 06.05.990(24) is amended to read:

(24) “state financial institution” means a financial institution that is
organized under this title or that is subject to examination hv the department
under this title:

*Sec. 46. AS 06.05.990 is amended by adding new paragraphs to read:

(29) “extension of credit” means a negotiable instrument, and includes
promissory notes, acknowledgments of advance, due bills, invoices, overdrafts,
acceptances, and similar written or oral obligations or evidence of debt whether
secured or unsecured; in this paragraph, "negotiable instrument" has the meaning

given in AS 45.03.104;
(30) "financial holding company™ means an existing, or newly formed,
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domestic bank holding company that has been approved as a financial holding
company by the Federal Reserve System and not denied that status by the department
under AS 06.05.237,

(31) “interstate national bank" means a national bank whose principal
office, as designated in its articles of incorporation, is not located in this state;

(32) “interstate state bank" means a person organized under the laws of
another state and holding a charter, license, or certificate of authority from another
state to engage in a banking business.

* See. 47. AS 06.15.100 is repealed and reenacted to read:
Sec. 06.15.100. Prohibited conduct of trustees. A trustee may not

(1) receive remuneration as trustee except reasonable fees for
attendance at meetings of trustees or for services as a membe- of a committee of
trustees;

(2) use the position as trustee, or knowingly allow it to be used, to

obtain preferential terms in dealings with the mutual bank for which the person is

trustee;
(3) use the position as trustee, or knowingly allow it to be used, to

induce an actual or prospective borrower from the mutual bank for which the person is
trustee to purchase goods or services at a direct or indirect profit to the trustee.
* Sec. 48. AS 06.15 is amended by adding a new section to read:

Sec. 06.15.105. Trustee borrowing. A person may borrow money from the
mutual bank for which the person is trustee to the same extent that a director may
borrow money under AS 06.05.210.

* Sec. 49. AS 06.20.010 is amended by adding a new subsection to read:

(b) A person who is doing business under and as permitted by any law of the
state or of the United States relating to banks, savings banks, trust companies, building
and loan associations, or credit unions and who is exempt from the licensing
requirement in (a) of this section shall comply with all other provisions of this chapter.

*Sec. 50. AS 06.45.020(aj is amended to read:
@ Seven or more natural persons who desire to form a credit union shall

subscribe before an officer competent to administer oaths, articles of incorporation in
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dplicate ttet must state

@ trename of the aadit union;

@ tre location of the a=dit union and the &Ity in which icwill
qperate;

® the names and addresses of the subscribers o tre axrtificate and te

number of shares each subscribed;

@ tre par valie of tre dares, which must [SHALL] be a minimum
of $5 each;

G tre proposed field of membership specified incetail;

® te term of the existence of the aadit union, which may be
perpetual; and

() tre fact tet the artidles of Incorporatiion are adopted 1o ergble tte
persons to aaill themselves of the advarntages of this depter.

*Sc. 51. AS 06-45.060(5) samended 1o reed:
(@) make lcas, the maturtties ofwhich may not exceed 20 [12]

exoept as provided in this dgoter, and exterd lires of aadit to its menbers, to other
adgdit unions, and © addit union orgenizations and partacipate with other aedit
unions, aredint union orgenizatias, or firacial orgenizations INnmaking loans to aedit
union members inaccordance with the folloving:
Q) lcas ©© members dell be made In cotformity v
regulations adopted by the commissioner, exoept tret

@ a resicataal ral estate loan that [WHICH] smade
t finance the aoguisition of a one- © four-family deelling for tre
principal residence of a aedit union member that [WHICH] ssecured
by a first lien on the drelling may have a maturity not exceeding 30
YEars;

@) a leen o finane tre purchase of a mobile home
that [ WHICH] B secured by a fast Iien on the mobile home, 1 be
used as tre residence of a addit union member, or for the rgair,
alteratim, or improvement of a resicenaal dielling thet s the residece
of a aedrt union member must [SHALL] have a maturity not to exceed

fﬂ88'88'&1’8%’54EBBNBBEQBEE&BIﬁB@m\JmmpwN,_\
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20 [15] years wnless the loen B insured or guaranteed under (@) of this
Subparagraph;

@) a loen secured by the Insurance or guarantee of tre
fecbral govermment, of a state govermment, or an agency of ertter may
be made for the maturity and under the terms and conditions specified
in tte law under which the Insurance or guarantee Bprovided;

(v) a loen or aggregate of loans to adirector or member
of the supervisory or aadit comittee of the aadit union making the
loen that [WHICH] exceeds S2Q,000 [$6,000] plus pledged shares qHll
be approved by the board of directors;

() loas © other members for which directors or
members of the supervisory or aadit comittee act as guarantor or
endorser dall be approved by the board of directors when the loas
stading alone or when added 1o an autstanding lcen or lcas of tre
guarantor or endorser exceed S20,000 [$5,000];

(1) tre rate of iNterest may not exceed the greater of 15
peroat a year or the rate goecrfied INnAS 45.45.010(00);

i) tre iy, receiMirg, resarvirg, or charging of a
raie of interest geater then & alloned by this paragraph, when
knowvingly dore, s considered a forfeiture of the entire interest tret the
rote, hill, or other evidence of debt caries with i, or that hes been
agreed to be paid on the rote, hill, or other evidence of debt; ifa greater
rate of Interest has been paid, the person by whom thas been paid or
the paran™s legal represatatives may recover back from the aedit
union taking or receiving ik the enare amount of interest paid, but te
action must be commenced within two years from the time tre usurias
aollection was made;

(i) a borroner may repay a loen before maturity n
whole or npart on any business day without paralty;

(@) loas dHll be paid or anortized under regulatios
adopted by the commissioner trat consider the needs or conditions of

2~
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the borroners, the amounts and duration of the loas, the interests of
the members and the aedit union, and other factors established N
regullatias adopted by the commissioner;

® te toal dllar anount of rel estate loans and
mobi le home loans autstanding may not exceed 25 percant of the assets
of the aedirt union without the wrrtten goproval of the commissioner;

(d) a addit union with ass=ts of less then $3,000,000
may make real estate loans with maturities in excess of 15 years only
with the ggproval of the cammissioner;

B a s=sH—elenishing lire of aedit to a borroner may be
established to a stated max imum amount on terms and coditions tret may be
different from terms and conditions established for another borroner;

O loas o other aedit unions require tre gpproval of the
board of directors of the loaning aredit unian;

(O loas to adit union asociatias reguire the aoproval of
the board of directors of the aadit union and may not exceed one percent of
the paid-1in and unimpaired cgoital and surplus of the asdit union;

® patcpaam loas with other aedit unions, aedit union
asciatias, or firacial oganizatios dall be made In accordance with
written polliicies of the board of directors of the aadit union, except teta aadit
union that origirates a lcen for which partacipataan arrangements are made in
accordance with this section dall retain an intarest ot less than 10 percent of
the face amount of the loen;

*Sec. 2. AS 06.45.060(7) samended by adding new subparagraphs to reed:

O iIn bakears” acogptances issed by a fimcial Instituian
whose accounts are insured by an agency of the federal govermment;

(M) Instock of a federal home loen bank; the Investment must
be Imited ©© tte minimum amount of stodk required far membership in te
feceral home loen bark, plus any additiaal stodk purchase required to dotain
an advance of funds from a feckral home loen bark;

N) in doligatios of, or 1Issed by, a state or Placal
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subdivision of the state, exoept thaet a asdit union may not Iinest more then 10
percent of its uninpaired cpital and surplus 1IN the doligatians of any one
isar, eclusive of gereral doligatias of tte isaer; In this sugparagraoh,

"olrtacal sudivision of tre statg’ includes an agency, corporation, or

instrurental ity of a state or polrtacal suodivision;
*Sec. 53. AS 06.45.080 samended by adding anew paragraph to reed:

(16) i1s3e solicted or usolicited aedit cards or other similar aedit
granting devices to amember for dotaining money, goods, services or anything else of
value; notwithstanding G)(A)(Vi) of this section and AS 45.45.010, when aedit B
extended under this sectian, the aadit union may  Impose a service charge atamonthlly
rate as agreed upon by aontract between the aadit union and the member receiving tte
aedit granting device, but the asdirt union may not hold ttremember licble for charges
made on a addit card or other aedit granting device before its acogptance by the
member; before an usolicited card B cosidered acoepted by the member, the
member dull execute and fumish ©© the aedit union a witten statement of
acceptance; Inaddittion, a aedirt union may charge Tees for aadit cards or other similar
aadit granting devicss.

*Sac. 54. AS 06.45 samended by adding a new section 1o reed:

Sec. 06.45.295. Automated teller machines, @ A state adadit union may
esteblish, maintain, and goerate an automated Ella- machine on the premises of the
main office or a branch office of the state aadrt union.

GO A state agedit union may estblish, maintain, and geerate an automated
tllar machine at a location other then aadit union premises by rotafying the
department 30 days before the date of establistent. An automated teller machine
Ooperated of f aedit union premises dall be made aailable on a nondiscriminatory
besis for use by depositors of other depository Irstitutias authorized to do business in
the state, upon the agreement of the other depository Irstituias 1 pay a fair ad
equitable amount for the use of the machiine.

(© The notice required by () of this section must incluce

(@) the location and gereral description of the surrounding a
including a description of tre business establismat, ifany, inwhich the machine will

SCS CSI1B 106( ) 21.
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be located;
(@ the manner of gperation and the kinds of traxsactias thet the

machine will perform;

@ tre names of tre other depository Irstitutias thet will share te
machine™s senvaces; and
@ other information required by the department.

@ A stae addit union may Invest in a corporation organized o operate
machines tat perform automated tEller sarvicss for two or more  degpository
Irsttubios.

© A person may not esteblish or goerate an automated el machine that
aooepts deposits inless those dgposits are insured by the Nattional Credit Union Share
Insurance Fund or another agency of the United States thaet insures deoosits.

* Sc. . AS 6.6.06(0R), 06.06.1/5, 06.06.272(d), 06.06.90(18); and
AS 06.20.330(a) are repalad.

*Sec. 56. The uncodirfied law of the State of Alaska isamended by adding a new section o
reed:

INDIRECT COURT RULE AMENDMENTS. AS 06.01.028(b), added by sec. 4 of
this Act, hes tre effect of changing Rule 45, Alaska Rules of Civil Procedure, Rules 17 and
37, Alaska Rules of Criminal Procedure, and Rule 24, Alaska Bar Rulles, because
AS 06.01.028(b) requires certain court orders compelling disclosure © provide for
reimbursement ofa firencial Irstituian’s ressoreble aosts of complying wirth the order.

*Sec. 57. The uncodified law of the State of Alaska isamended by adding a new section to
reed:

TRANSITION: REGULATIONS. Notwithstanding ssc. 60 of this Act, tte
Department of Community and Economic Development may immediately proceed to adopt
regullatians necessary o Implement e changes made by thisAct. The regulatios take effect
under AS 44.62 (Administrative Procedure Act), but not before the effective date of the
Statutory danges.

*Sc. 8. The unoodified law of tre State of Alaska isamended by adding a new section t
reed:

INSTRUCTION TO REVISOR. The revisor of statutes s instructad to change the
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catchline of
(1) AS 06.05.555 from "Certificate of authority for interstate and international
branching” tu "C?:‘T:cate of authority for interstate state bank and international bank
branching”; and
(2) AS 06.05.565 from "Applicability of title to interstate or international
banks, Ilo out-of-state depository institutions, and to bank holding companies” to
"Applicability of title to interstate state franks, interstate national banks, international banks,
and bank holding companies.”
* Sec. 59. Section 57 of this Act takes effect immediately under AS 01.10.070(c).
* Sec. 60. Except as provided in sec. 59 of this Act, this Act takes effect July 1, 2002.

SCS CSHB 106( ) &
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Section Comments for Senate Finance Committee Substitute (Version R) for
SCS CSHB 106(JUD)

Overview
The Gramm-Leach-Bliley Act (GLBA). enacted on November 12, 1999 is the most sweeping legislation affecting

banks and other financial institutions since the Depression. Most believe GLBA will have a major impact on cross-
industry mergers and affiliations, and customer privacy.

Many areas of GLBA will supercede existing state law. The purpose of this bill is two-fold with respect to GLBA,
First, this bill makes changes to ensure there are no conflicts in the state banking code with GLBA. Second, the bill
gives state-chartered banks powers comparable to those of national banks as a result of the implementation of

GLBA.

Specifically, this bill contains provisions to provide for a new type of financial institution, a financial holding
company. GLBA allows for a bank holding company to elect status as a financial holding company, and
subsequently engage in activities that are financial in nature, or that are incidental or complementary to a financial
activity. The state statute restricting a bank's ability to engage in insurance activities will be repealed, as GLBA
authorizes this as a permissible activity. We believe our state statute addressing confidentiality of financial
institution records to be stricter than, but not inconsistent with GLBA. However, we are modifying it and relocating
it from 06.05 (Alaska Banking Code) to 06.01 (Administration) in order to provide this protection to all customers
of financial institutions subject to this provision under Title 6.

Alaska has long had a provision in the Alaska Banking Code (at AS 06.05.175) that protects the privacy of customer
information on record at a bank. This bill moves that section of law out of the Alaska Banking Code and into AS
06.01 (Administration). As aresult, it extends the protections of the confidentiality provisions beyond banks to
include credit unions and other financial entities.

The bill contains improvements to several statutes that were requested by the industry. These improvements include
providing alternate methods of publicizing quarterly financial reports, eliminating the large financial requirement
placed on bank directors, clarifying the legal lending limits for state banks, removing unnecessary restrictions on
directors of mutual savings banks, and providing parity between state and federal credit unions.

The bill helps the department meet its responsibilities more quickly and with more clarity by amending the "wild
card statute." The amendment allows the department to react faster to changes in federal law and to maintain parity
and competition between state-chartered and national depository institutions. The bill clarifies from which
institutions an employee of the department may borrow, and repeals the provisions of state statute that require
national banks to file an application to establish an interstate branch.

Section 1 Gives purpose of the bill

Section 2
Section 06.01.015(a)
This section changes the examination cycle frequency requirement to every 18 months.

Old law requirement was "each year."

Section 3
Section 06.01.020(a)

Gives the department authority < 'espond more quickly to parity discrepancies between state and national banks
(with some restrictions).

Old law required department to implement an emergency regulation in order to provide parity, which was more
cumbersome and less timely.

March 8.2002



Section 4

Section 06.01.028
This new section, as proposed by the division, provides for confidential treatment of customers/depositors records

and clarifies when this information can be released and procedures to do so. This section provides for "opi-in"
language with an exception for marketing partners of financial institutions for financial services or products only.
This is more protective of an institution’s customer/depositor information than the "opt-out" provision in GLBA.
The "opt-in" language has been in Alaska statute for 30 years.

Old law was located in Chapter 5 (Alaska Banking Code) only. By moving this section to Chapter 1
(Administration), it applies to all institutions subject to Title 6.

Section 5

Section 06.01.040

This section provides for the department to conduct joint examinations with the Federal Deposit Insurance
Corporation (FDIC) and the National Credit Union Administration (NCUA).

Old law did not include NCUA.

Section 6
Section 06.01.050(3)
To provide definition of the term "financial institution."”

Old law did not define this term.

Section 7
Section 06.01.050(4)
Provides a definition of the term "state financial institution.

n

Old law did not define this term.

Section 8
Section 06.05.005(a)
Amended to insert "state" and "state branches" for clarity.

Section 9

Section 06.05.050

To provide alternate, cost effective methods for state banks to make public quarterly reports of condition such as
posting the report at the bank’s Internet web address, in the bank's lobby, or providing copies upon request.

Old law required costly publication in a local newspaper.
Section 10
Section 06.05.065(a)

Clears up a problem where an examiner, the director and commissioner can borrow money and not get fired.

Ihe way the old law is written, we could get fired if we borrow money even from a national bank, which severely
limits our choices of where to get loans.

Section 11

Section 06.05.065(b)

Amended to allow an employee of the department to retain a pre-existing extension of credit from any institution
that was incurred prior to employment as long as it is not renewed.

Old law only allowed for a mortgage loan to be retained.

March 8. 2002 2



Section 12
Section 06.05.205

Provides state banks parity with national banks with respect to loan limits.
Old law did not provide parity.

Section 13
Section 06.05.209(b)

Permits a state bank to charge a market rate on credit cards it issues and provides an exemption from the legal rate of
interest at AS 45.45.010.

Old law imposed acap of 17% and specific fees for cash advances.

Section 14
Section 06.05.210(a)
Removes bank employees from special restrictions imposed on directors and executive officers, and liberalizes

borrowing restrictions. It also clarifies reporting requirements, for executive officers and directors of state banks.

Old law imposed loan limits and reporting requirements on employees who had no influence or decision-making
authority regarding management and direction of the bank.

Section 15
Section 06.05.210
Adds a new section that subjects all employees and directors of a state bank to the loan limits imposed at AS

0C 05.205.
Old law did not impose this requirement.

Section 16
Section 06.05.237
New section provides for a bank holding company to elect to become, and have the powers of, a financial holding

company.
Old law did not address financial holding companies, a newly created entity as defined in GLBA.

Section 17

Section 06.05.245
Amended to correspond with a change made to AS 06.05.230 in a prior year, which allows a bank to take title to

property when extending a negatively amortizing loan.
Old law conflicted with AS 06.05.230.

Section 18
Section 06.05.272(b)

Provides parity with national banks on a state bank's investment in subsidiaries.
Old law imposed limits that did not provide parity once GLBA became effective.

Section 19
Section 06.05.301(a)

Inserted "state banks" for clarity.

Section 20
Section 06.05.350(d)

Prohibits use of the word "bank" in a business name unless the business is a bank formed under Title 6 or another
state or federal agency, unless it is clear the business does not represent a bank (example Food Bank, Blood Bank)

March 8, 2002 3



Old law did not allow for use of the word "bank" in a business name where it is clear the business does not represent
a bank (example Food Bank, Blood Bank).

Section 21

Section 06.05.350
Authorizes the department to determine when a person may use other forms of the word "bank" in its name.

Old law did not address other forms of the word "bank" such as banc, or banguc.

Section 22 « 25
Section 06.05.426
Removes application requirement for a state bank to establish an off-premises ATM by giving 30 days prior notice

to department.

Old law required approval from the department.

Section 26
Section 06.05.435(c)
Requires a director to own S.OOO in par value or market value of stock that controls the bank.

Old law was based strictly on par value of stock.

Section 27

Section 06.05.435
New section permits a director to use his/her equity interest in a bank holding company to satisfy the required

investment in AS 06.05.435(c) and provides effective dates to determine value of investment
Old law required approval by the department.

Section 28
Section 06.05.550
Differentiates between an interstate state bank and an interstate national bank with respect the authority to branch.

Old law used one term, interstate bank, to refer to both.

Section 29 - 34
Section 06.05.555
Replace the term "interstate bank" with "interstate ctate bank" with respect to obtaining a certificate of authority to

branch in the state

Old law required both an interstate state bank, and an interstate national bank to obtain a certificate of authority from
the department.

Section 35
Section 06.05.557
New section requircs an interstate national bank that is branching into the state to file a notice with the department

Old law required the department to issue a certificate of authority.

Section 36 - 40

Section 06.05.565

An interstate state bank is subject to Title 6 and corresponding regulations. An interstate national bank is subject to
reporting requirements. Also adds a new section, which clarifies that an interstate national bank is subject to AS
06.05.548 (limitation on concentration of deposits in the state) and AS 06.05.550 (branching requirements in the

slate).
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Old law provided that an interstate national bank is subject to all of Title 6.

Section 41
Section 06.05.570(a)
Requires application to the department if an out of state bank holding company acquires a state bank or bank holding

company of a state bank.

Old law required application if an out of state bank holding company acquired any bank, includingnational banks,
or bank holding company in the state.

Section 42-46
Section 06.05.990

Clarifies several definitions and adds some new definitions.

Old law was not clear in some cases and did not provide for some of the definitions.

Section 47

Section 06.15.100
Removes the prohibition against trustees of a mutual savings bank from borrowing from the bank, andgives them

authority to provide services to the bank and to profit for providing services to the bank.
Old law prohibited both practices.

Section 48
Section 06.15.105
Permits trustees of a mutual savings bank to borrow from the bank to the same extent directors of a commercial

bank can borrower under AS 06.05.210.
Old law prohibited borrowing.

Section 49
Section 06.20.010

New subsection, which clarifies that although some entities are exempt from licensing under the Alaska Small Loans
Act, they will otherwise remain subjei | to the act.

Old law exempted these institutions from the entire Act.

Section 50
Section 06.45.020
Provides for a minimum par value of credit union shares.

Old law provided for a fixed dollar amount for the par value of credit union shares.

Section 51 -53
Section 06.45.060

Provides state credit unions parity with federal credit union powers for loan terms, allowable investments, and the
issuance of credit cards.

Old law did not provide parity.

Section %4

Section 06.45.295

Authorizes state credit unions to establish, maintain and operate automated teller machines.

Old law did not uddrcss automated teller machines.
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Section 55
Repeals 06.05.005(b)(3), 06.05.175,06.05.272(d). 06.05.990( IS) and 06.20.330(a).

Section 56
Explains that AS 06.01.028(b) indirectly changes Rule 45 of Alaska Rules of Civil Procedure. Rules 17 and 37 of

Alaska Rules cf Criminal Procedure, and Rule 24 of Alaska Bar Rules.

Section 57
Adds a new section to provide for transition regulations, giving the department authority to immediately proceed to
adopt regulations necessary to implement the changes made by this Act. Regulations would take effect on the date ot

the statutory changes.

Section 58
Provides instructions for the revisor to change the catchline of 2 sections of the banking code.

Section 59
Stales that Section 57 of this Act takes effect immediately under AS 01.10.070(c).

Section 60
States the act takes effect July 1 2002 except for section 59 of this act.
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the Senate o authorize a titke change ntre Ssate.

2. Consideration insec. 06.01.028. There san isse insxc. 06.01.028 thet you should
be aware of, although itmay not presait a problem in this version.  The Gramm-Leach-
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would reach tret coclusion.  The Division of Banking hes indicated thet the fedaral
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simillar features In ttet other state 1 provide more protection ad, therefore, not to violate
the Act.
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FSCC Representing America's Diversified Financial Sen/ices Com munity

This booklet provides an overview of the comprehensive
new federal financial privacy law that was enacted as part
of the Gramm-Leach-Bliley Act of 1999. It discusses the
reasons these rigorous new privacy provisions, which will
not he implemented until November 2000. should be given
time to work before any additional, and possibly counter-

productive. rules are considered.

The booklet was developed by the Financial Services
Coordinating Council, which is made up of the principal
national trade associations from each of the five sectors of
the financial services industry. The Council's members are
the American Bankers Association, the American Council of
Life Insurance, the American Insurance Association, the
Investment Company Institute, and the Securities

Industry Association. Each of these associations has made

consumer privacy a top priority.

The Council wishes to express its appreciation to the
author of this booklet—John Dugan, a partner in the law
firm of Covington and Burling and an expert in the laws

governing financial institutions.
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Privacy

A Comprehensive Approach
That Should be Given Time to Work

W ith the new financial services mod-
ernization legislation signed into
lac a comprehensive and carefully con-
structed set offederal privacy protections is
now in place for financial institution con-
sumers. These rigorous new federal privacy
protections, which are described below, are
now being implemented by regulatory
agencies and should be given lime to work.
States should nol rush to change existing
laws or adopt new laws that impose addi-
tional layers ofprivacy regulation. Such
laws are likely to complicate implementa-
tion offederal privacy protections, and, at
worst, will undermine consumer benefits
that are built into the new federal privacy
law. Instead ofacting hastily, stales
should carefully evaluate the fast-track
implementation of the new federal privacy
provisions during the next year. Only then
should states even consider whether addi-

tional steps might be appropriate.

Title V of the recently-enacted finarcial
services modemization lgislatan, the
Gramm-Leach-Bliley Act (the “Act”), sub-
Jects firacial irstitutias to one of the
most extensive regimes of privecy regula-
tion that has ever been Imposed In the
United States. As a result of the Act and
other federal privacy statutes, including
the Fair Credit Reporting Act ('FCRA™),
finacial instatution consumers now have
clear, comprehensive, and rigorous privecy
protections.

For exarmple, unlike virttally any other
types of consurers, finacial Institutaion
consumers must receive detailed annual
disclosures regarding a finacial institu-
tion3 policies for collecting and disclosing
their personal information. They must also
receie prior notdce and the right o “got
out” of the Istatution”™s transfer of treir
personal information to uaffiliated third
parties (with limited exogptias). They are

_ Financial Services Coordinating Council
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fully protected from the institution disclos-
ing thelir acocount access information t©
third parties far marketing purposes. And
the aotfidentaality and security of their per-
soral informettion wall be subject to exten-
sive new standards that firencial regula-
tors are required to impose on firen re
institudas.

At the same time, these comprehensive
new privacy protections exqoressly recognize
that consumers berefit from financial Irsta-
tutians using consumer informattion for cer—
tain limrted purposes. For example, the Act
permits a firacial institution o disclose a
consumer s information to carry aut a
transaction inrtdated by the consurer; to
provide a consolidated statement of the cus-
tomer s balances held in differait business
unirts of a financial organization: and ©
provide discounts to a consumer reflecting
the consurer™s overall relationship with
the financial organization.

In sort, the new federal privecy law B
a carefully constructed balance betu. i n the
need 1o protect the privacy of a consumer’s
firacial information, and the need to pro-
et the consumer™s berefits that result
from certain uses of that Information.
During the next five months, federal and
state firarcial instatution regulatory agen-
cies- the fedkral banking agencies.
Treasury Department. Securities and
Exchange Commission, Federal Trade
Commission, and state Insurance commis-—
siaers™— will isse "fest track regulat ios
that implement in detail this carefully con-
structed balance. (In fact, the regullators
have declared that privacy regulations are
thelr number one priority among the many

new actions they must take to implement
the broad new firencial servioss modern-
izatan lav)

As the implementation of this new feder-
al privacy law plays aut. individual states
should not rush to adopt privecy restric-
tios that go beyond those In the Act. As
discussed inmore detail below, the com-
plexity of this new area of consumer regula-
i means that even the hest-intentioned
privecy law can cause sighrficait and unin-
tended consumer harm. A nulktaplicity of
different laws in different states would also
lead 1nevitably 1o tremendous customer
confusion and Increased consumer aosts.
Both states and the federal govermment
will gain much experience and Information
from the implementation of the new law—
and twould be helpful to have the berefit
of that exqperience and Information before
taking addrtional action.

Set forth below s a detailed discussion
of (D the new privacy protections iIn the
Gramm-Leach-Bliley Act: (@) the existing
privacy protections of the FCRA and other
federal statutes: and @) the reasons why
states should refrain from taking addrtional
actians now.

1Suite liiMiranu- tumme-iHtior- which enforce tin \ci *
new privacy renini‘tiuu* a* they applv in in«ui'nnci® iiiiiipn
mes ‘are enrournueit nut not required In adept implement
me regulation;* that are similar to the-.- adopted Py the fed-

eral retaliatory iigcnciok
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Privacy Protections

M andated By Gramm -

Leach-Bliley

The Gramm-Leach-Bliley Act provides four
fundamental privacy protectios 1 finan-
aal instatutaion consumers. Each firacial
instrtution must:
1 Clearly and conspicuously disclose ©
consumers— at lesst once each
year— its policies for collectarg and
sharing the consumers”nonpublic
personal informattiion.

2. Afford consumers the rigit to "got
out’* of disclosures of their nonpublic
personal information to m-affiliatd
third parties, with limited exoptias.

3. N\ disclose account access informa—
tian of consumers to third party
marketers.

4. Abide by new regulatory standards
1o protect the security and confiden-
tality of 1ts consumers™ nonpublic
personal information.*

These four new privacy protectias
apply broadly to a wide range of consumers
because of the expansive definrtias of
three of the Acts key terms. Arst, the term
“firancial institutian* extends to any kind
of regulated firenciall company, including
banks, bank holding caonpanies, firacial
holding canpanies, seaurtties fims, Insur-
ance companies, Insurance agacies, thrfts.

and aedrt unions. But italso includes any
other Institution "'tin business ofwhich B
engaging in finacial activities”* as defined
by the Act. &N Ifthe Institution is
itself regulated @ is subject 1o less exten-
sive regulatian). As a reallt, the Act™s new
privecy protections will extend to con-
sumers of such firacial instatutios as
mortgage brokers, finance companies, and
check cashers. And. because of the particu-
lar way Inwhich the Act defines “finacial
actavities,” these new protections vl even
extend to custorers of trael agacies, and
possibly to customers of real estate brokers
asvell.

Second, the term "nonpublic personal
information” means A’y personally idntfi-
able firacial information ofa consumer
that isdotained by the firacial Institution
by A} means, except for information that
isotherwise publicly aailzble. The defini-
o expressly extends o any I, descrip-
tian. or grouping of consumers— irclu:irg
publicly available information about those
consumers— that isCRved using nonpub-
Iic personal information.

Frally, the term firancial Instatution
"‘consumer** means Al individual who
obtains finacial products or services from
the finacial institutaon primari ly for “per—
soral. family, or household purposes.*”

In sum. these three definrtaons ensure
that the Acts new privecy protections wall

*In mldition to these four protections. tile Act prohibits the
abuse of “pretext calling" No portion may obtain or chun
tho disclosure of customer information from a financial
institution by fraudulent nr deceptive means

Financial Services Coordinating Council
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apply to a broad range of personal financial
information of consumers at both regulated
and unregulated “financial™ institutions.

Establishment and Disclosure of
Privacy Policy

The Act’s most basic new privacy protec-
tion—and perhaps its most important—is
its fundamental disclosure requirement:
Each financial institution must clearly, con-
spicuously, and regularly disclose to its con-
sumers its policies for collecting and shar-
ing the consumers’nonpublic personal
information. This privacy policy disclosure
requirement is far-reaching in three
respects.

First, the required contents of the priva-
cy policy sweep in a wide range of informa-
tion that is important to consumers. In gen-
eral, these contents must include the finan-
cial institution’s policies and procedures
with respect to:

» The categories of nonpublic person-
al information that the institution
collects;

» The disclosure of nonpublic personal
information to affiliates and third
parties, including the categories of
information disclosed and the cate-
gories of persons that receive the
information (with limited excep-
tions);

» The disclosure of nonpublic personal
information of persons who are no

longer customers of the institution: and

» The protection of the security and
confidentiality of nonpublic personal
information.

Second, a financial institution must
make this privacy policy disclosure to all of
its customers, without exception. The insti-
tution’ first disclosure of the policy must
be made at the time the customer relation-
ship is established, so that the customer
can understand the institution's privacy
policy at the time that relationship is
begun. Thereafter, the policy must be dis-
closed once each year to the customer so
long as the customer relationship contin-
ues—thus ensuring timely notice to the
customer regarding any changes to the
institution’s policy.

Third, the institution’ privacy policy
disclosuj e must be “clear and conspicuous.”
This term is a widely-accepted regulatory
standard, with a substantial body of prece-
dent, that will ensure that the privacy poli-
cy disclosures will be made in a manner
that an ordinary consumer will clearly
notice and understand.

In sum, Congress plainly intended this
broad new privacy policy disclosure
requirement—which has not been imposed
on any other industry—to make financial
institution customers the most informed
“privacy consumers" in the nation. The new
disclosures will allow consumers tutake
privacy policies expressly into account in
deciding whether to establish or maintain a
customer relationship with a financial
institution—or whether to avoid or termi-
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nate that relationship altogether. Such
doices will also enablle consumers to effec-
tnely exert treir own market pressures ©
demand features of a privacy policy that
are not already mandated by the Act— and
companies that do not respond to the grow-
Ing consumer concem over privacy will be
punished iIn the mirketplace.

ﬁﬁnc .éSQ:tOJ.”a‘ Didosures to

In addition to gererally mandating full
disclosure of a finacial instaitution priva-
cy policies, the Act recogniizes that one
type of transfer of nonpublic personal
information- i.e., to nonaffiliated third
parties—- raises heightened concerms that
warrant an addrtional layer of consumer
protection. Thus, the Acts second besic
privacy protection is this: a firacial irsti-
tution consumer must be given the means
1o prevent the institution from transfer-
ring the consumer s nonpublic persomal
information to a non-affiliated third
party— commonly referred to as the rigit
0 “opt aut.™”

Jecifically, a firacial instatutdon 5
prohibited from disclosing nonpublic per-
sonal information to a mn-affiliated third
party unless—
= The firencial instatution provides the

consumer the privecy policy disclo-

sure described above;

e The firacial Institutionclearly und
conspicuously discloses to the con-

sumer that nonpublic persomal Infor-
mation may be disclosed to the third

party;

= The consumer Isgiven the opportuni-
1. before any of his or her informa-
tion isdisclosd o the third party, ©
direct that the Information not be 0
disclosad (e rigt o "'got aut’): and

* The consumer isgiven an explana-
tion of how to exercise the got-aut.

As a reault of this protection, a con-
sumer will be able to establish and main-
tain a customer relationship with a finan-
aal instatutia, yet prevent that institutaon
fran, among other things, selling or other-
wise disclosing his or her persomal informa-
tion © unrelated third parties for market-
ing purposes.

Congress recognized that establishing
this addrtional  layer of consumer protection
would gererally provice clear berefits o the
consurer . Yet italso eqoressly recognized
that exceptions should gpply in limited air-
cumstances where consumers would berefrt
even more from particullar types of disclo-
sures 1o third parties, or where other Impor-
tant public policies required such discloaure.

For example, a finacial instatution need
not provide an got-aut where the Institu-
o transfers customer information ©
third-party processors o service the cus-
tomer s account (such as o prepare account
statements). The consumer § information 5
protected, honvever, because the third party
becomes abject to the su? aonfidential ity
requirements that apply to the finacial
iInstitution.
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Similarly, no opt-out is required for
information that must be transferred to
carry out a transaction that is authorized
by a customer, such as a payment, debit, or
credit card transaction. And no opt-out
must be provided in order to: disclose cus-
tomer information to a credit bureau: com-
ply with a regulatory investigation by state
or federal authorities: or protect against
fraud or other unauthorized transactions.

Congress also expressly provided in the
Act that an opt-out is not required in order
for a financial institution to share informa-
tion with a company within the same corpo-
rate family—an affiliate—as opposed to a
non-affiliated third party. In doing so.
Congress reaffirmed the general rule it had
laid down in 1996 legislation (discussed
below) that applies to all types of corpora-
tions (not just financial institutions): there
generally should be no restrictions placed
on the exchange of information among affil-
iated companies. The rationale for this con-
clusion. as explained below, is straightfor-
ward: consumers do not expect such restric-
tions. and the costs to consumers of impos-
ing an affiliate opt-out far outweigh any
potential consumer benefits.

With respect t consumer expectations,
privacy concerms are sinply not as great
when information stays strictly within the
affiliated business unirts of a sirglle corpo-
rate organization with which the consumer
has chosen to do business, rather than
being sold to an unrelated third party with
which the consumer has had no comnection.
The fect s thatt branching laws and other
peculiartaes of finarcial law have encour-

aged financial institutions to do business
through separately incorporated affiliates
rather than through separate departments
within a single entity—to the point where
some financial institutions operate through
well over a hundred different affiliates. The
Act effectively recognizes that consumers
do not distinguish between these separate
affiliates of a corporation any more than
they do between separate departments or
divisions of a corporation. Such technical
legal distinctions simply do not warrant
arbitrary restrictions such as an opt-out
requirement.

Moreover, customers demand, and even
take for granted, that information will be
shared among affiliates for their benefit.
For example, customers expect consolidated
account statements: “relationship™ dis-
counts on products and services: fast credit
approvals: and custom-designed products
that are tailored to their individual needs.
Congress recognized in the new privacy law
that the government should not encourage
consumers to "opt out™ of these benefits,
when the result would be costly dual infor-
mation systems that would only result in
increased costs for these very same con-
sumers. Similarly. Congress did not want to
hinder the fraud detection programs that
also rely on information exchanges within a
corporate organization.

In sum. Congress recognized that the
fundamental premise of the financial serv-
ices legislation is to permit diversified
financial companies to provide value to con-
sumers through integrated products and
services; that integration can only occur
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through affiliate exchanges of information:
and that consumers of diversified financial
companies benefit from and expect that
integration. As a result, the opt-out was not
extended to affiliate information exchanges.

Prohibition on Disclosure of Account

Information

The Act’s third privacy protection for finan-
cial institution consumers is a straight pro-
hibition: A financial institution may not
disclose an account number “or similar
form of access number or access code” for a
credit card account, deposit account, or
transaction account of a consumer to any
non-affiliated third party for use in tele-
marketing, direct mail marketing, or other
marketing through electronic mail to the
consumer.

This strict prohibition was enacted in
response to the limited but controversial
practice in which some financial institu-
tions reportedly provided third party tele-
marketers with direct access to account
numbers of the financial institutions’cus-
tomers. This practice allowed the telemar-
keters to access the customer’s account
directly to receive payment for a product
offered by the telemarketers, even in cir-
cumstances in which the customer's con-
sent to the transaction was unclear. The
Act’s third consumer protection provision
makes such third party access to account
numbers flatly illegal.

Regulatory Standards to Protect

Security and Confidentiality

The Act’s fourth consumer privacy protec-
tion derives from the straightforward decla-
ration at the beginning of the privacy title
that “it is the policy of the Congress that
each financial institution has an affirma-
tive and continuing obligation to respect
the privacy of its customers and to protect
the security and confidentiality of those
customers’ nonpublic personal information."
This broad declaration is not merely a
statement of intent, because a later provi-
sion in the law expressly requires the
financial institution regulators, “in further-
ance of the policy,” to establish safeguard
standards for financial institutions that—

* Ensure the security and confiden-
tiality of customer records and
information:

* Protect against any anticipated
threats or hazards to the security or
integrity of such records: and

» Protect against unauthorized access
to such records that could result in
substantial harm or inconvenience to
the customer.

Thus, these broad new safeguard stan-
dards will help ensure the physical security
and integrity of customer records.

AFrercal Saviess Goordiratang Gounc
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Rulemaking and Enforcement

The Act imposes a comprehensive rulemak-
ing and enforcement regime regarding the
new customer privacy protections. The rele-
vant financial institution regulators consist
of the federal banking agencies (the Federal
Reserve, Office of the Comptroller of the
Currency, Federal Deposit Insurance
Corporation, and Office of Thrift
Supervision); the National Credit Union
Administration; the Securities and
Exchange Commission; the Treasury
Department; the state insurance commis-
sioners; and the Federal Trade Commission.
(The FTC will have jurisdiction over any
institution or person that is subject to the
privacy provisions but is not otherwise reg-
ulated as a “financial institution.”)

The regulators are expected to issue
final regulations implementing the Act by
May 12, 2000. The regulations become
effective six months after they are issued,
which means the effective date will be in
November of 2000. The regulators have
already committed to meet this exceptional-
ly short schedule, and have also committed,
as the statute requires, to coordinate their
efforts so as to produce similarly worded
regulations.3

The result should be a comprehensive
set 'a' privacy regulations that will apply
equally to every type of financial institution
in the country. These regulations, like the
statutory provisions they implement, will
be enforced by the regulators using the full
enforcement authority of their operating
statutes. This means, for example, that reg-

ulators will be able to impose substantial
fines and injunctive relief in order to reme-
dy violations of the regulations and deter
future violations.

FCRA and Other

Privacy Protections

The Act’s new privacy provisions will not
displace in any way the many different pri-
vacy protections that are already in place
under existing federal laws. Instead, the
new privacy provisions will be layered on to
the privacy protections that currently apply
to financial institution customers.

Perhaps the most important of these
existing privacy protection laws is the Fair
Credit Reporting Act, which establishes two
fundamental principles with respect to
financial institution consumer privacy.
Under the first principle, strict consumer
privacy protections have been put in place
for an especially sensitive category of per-
sonal information gathered by institutions.
This sensitive category—sometimes
referred to as “application” information—is
information relating to a consumer’s credit-
worthiness, credit capacity, or certain other
characteristics used in making credit,
insurance, employment, or certain other
“eligibility” decisions about a consumer.

1The federal retaliator?/ agencies are required to consult
with representatives of state insurance authorities in order
to ensure that rules are consistent nnd coordinated at hoth
the state nnd federal level.
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Thus, information gathered from a con-
sumer by a financial institution in a credit
application—e.g., the consumer’ statement
of total assets—falls into this category. At
the same time, however, the category does
not include information gathered from the
institution’ direct experiences or interac-
tions with a consumer—so-called “experi-
ence” information, such as the consumer's
payment history with that institution.

Under the FCRA. an institution gener-
ally may not share application information
with any unrelated third party—even if an
opt-out is provided—without subjecting
itself to extensive regulation as a “con-
sumer reporting agency.” In 1996,
Congress amended the law to permit shar-
ing of application information with an
affiliate without triggering consumer
reporting agency regulation, but only if the
customer is provided the right to opt out of
such sharing.

These two consumer protections in
the FCRA for the sharing ofapplica-
tion information with third parties
and affiliates were not reduced in
any manner by the new privacy pro-
visions added by the Gramm-Leach-
Bliley Act.

Under the second FCRA principle, the
sharing of information with affiliates (other
than application information) is not subject
to any restrictions—and contrary state law
is expressly preempted. Until 2004, “[n]o
requirement or prohibition may be imposed
under the laws of any State ... with
respect to the exchange of information

among persons affiliated by common owner-
ship or common corporate control . .

Again, this express federal preemp-
tion of state restrictions on informa-
tion exchanges among affiliates is not
limited or reduced in any way by the
privacy provisions ofthe Gramm-
Leach Bliley Act.

Finally, the many other federal statutes
that establish privacy protections for con-
sumers, listed below, are also not supplant-
ed or limited by the Gramm-Leach-Bliley
privacy provisions:

The Electronic Fund Transfer Act
(EFTA) 15 U.S.C. 1693 et seq.

The Trulh-in-Lending Act
(T1LA) 15 U.S.C. 1601 et seq.

The Fair Credit Billing Act
(FCBA) 15 U.S.C. 1666 et seq.

The Truth-in-Savings Act
(T1SA) 12 U.S.C. 4301 el seq.

The Expedited Funds Availability Act
(EFAt) 12 U.S.C. 4001 et seq.

The Equal Credit Opportunity Act
(ECOA) 15 U.S.C. 1691

The Electronic Communications Privacy Act
(ECPA) 18 U.S.C. 2510 et seq.

The Right to Financial Privacy Act
(RFPA) 12 U.S.C. 3401 et seq.

*15 U.S.C. Ki81t(bl(2).

Financial Services Coordinating Council
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The Federal Trade Commission Act
(FTCA) 15 U.S.C. 41 et seq.

The Telemarketing and Consumer Fraud
and Abuse Prevention Act
15 U.S.C. 6101

The Telephone Consumer Protection Act
(TCPA) 47 U.S.C. 227

The Insurance Information and Privacy
Prote. tion Model Act

The Identity Theft and Assumption
Deterrence Act of 1998
18 U.S.C. 1028 et seq.

No Need for Additional
State Action

In summary, with the new privacy provi-
sias of the Gramm-Leach-Bl i ley Act added
1o the privecy provisias of the FCRA and
other feceral statutes, firacial irstatutaon
custorers will be subject to a rigorous and
comprehensive set of privacy protections
that simply does not apply to virtually any
other class of consurers. This strieeven
though other tvpes of companies have prive-
Cy IssLes that are just as great, 1fot
geater, than those of firercial institutios
(e.g.. grocery stores and other retailers
tracking customer spending habits In data-
bases that are sold 1o third parties; Intermet
providers tracking an individual "s web-surf-
g hebits, such as an on-lire bookseller that
monitors a consumer S book browsing prefer—
ences for the baefit, of advertisers; &c).

States should give these comprehensive
new protections for firacial Insttutios
time towork. Their privacy efforts should
be fooused, while the new law isbeing
implemented, on ather types of consumers
that enjoy fever privecy protectaas. And
these efforts should also be focused on the
careful implementation of the protections
in the new federal privacy law as they
apply 1o Insurance company custorers,
which isa role that the federal law express-
Iy resenves far state acaan. Moreover, In
carrying out that role, states need to con-
aukt with one another and with the federal
finencial regulatory agencies inorder to
produce a consistent et of rules.

The new privacy law does not preempt
states from ever passing addrtional finan-
aial privacy laws that go beyond the priva-
¢y restrictias of the Granm-Leach-Bliley
Act. In fact, a provision in the Act makes
clear that the Act will not preempt state
laws that afford greater privecy protectios
1o consumers than the Act™s provisiaos.
However, this provision clearly was not
intended O sene as an Invitation © the
states to rush to pass new firacial privecy
lawns— especially when the Acts new priva-
Cy protectians have yet tobe 1mplemented.
Instead, the provision was merely intended
to clarify that the Act™s new privecy orovi-
sias. inlike the FCRA provision that con-
tinuer to preempt state restrictias on affil-
iate information sharing, are ot intended
1o preempt most state lans.

Most importantly, twould be acostly and
counterproductive far individual states
impose new firencial privecy restrictias
nov. The privacy 1sste issinply much

The New Federal Financial Privacy Law: A Comprehensive Appioach That Should Oe Given Time to Work



more complex than mtfarst gppears. Given
consumers® legrtinate concems about priva-
g/. Itmay be possible for a state o pass
more restrictive privecy provisions than are
included in the ne™ " federal privaecy lav.

But that a; nroach would also risk choking
off legitimate floas of information that pro-
duce real con Aimer berefits.

For example, excessive privacy restric-
tias auld: sighrficantly raise the asst of
aedrt by making material aedrt informa-
tion harder to dotain: increase fraud by
alloving bad actors to prevent the disclo-
sure of negative information about them-
shes: reduce 1Innovation by making it
harder 1o design new products to meet con-
sumer needs: and decrease consumer con-
venience. Whi le everyone wants their pri-
vacy protected, no one wants 1o needlessly
incur these asts,

The rigorous new federal privacy law
strikes a balance between these competing
interests. As the laws mplementation
plays ait. both the states and the federal
government will gain much-needed experi-
ence as towhether the balance needs to be
adjusted. In the meantime, without the
berefit of that experience, itwould be ra..h
and unwise for states to risk adding vell-
intended new privacy laws that could result
in real consumer harm.

One firal point. A patchwork ofdifferent
state lans will 1nevitably Impose great
expenses on what s incressingly an inter-
state firercial system. Numerous and con-
flictng state approaches to firancial priva-
cy protection will also cause tremendous
customer cortfusion about which rules
gply. As the character of the market for

finacial services moves away from strictly
laal providers, the need for the uniform
approach to privecy protection provided by
federal action makes more sase. The new
privacy protections in the Gramm-Leach-
Bliley Act provide just such an approach.

* * *

In sum. Congress has acted to provide
strong new privacy protections to financial
institution customers. Federal and state
regulators are now acting to implement
those protections. States should refrain
from taking additional actions now and
instead allow the Act's new privacy protec-
tions tn work.

Financial Services Coordinating Council
. 1x o VnTwinjfy
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Section Comments for SCS CSHB 106(JUD) Yy

Overview

The Gramm-Leach-Bliley Act (GLBA), enacted on November 12, 1999 is the most sweeping legislation affecting
banks and othc- financial institutions since the Depression. Most believe GLBA will have a major impact on cross-
industry mergers and affiliations, and customer privacy.

Many areas of GLBA will supercede existing state law. The pug:>ose of this bill is two-fold with respect to GLBA.
First, this bill makes changes to ensure there are no conflicts in the state banking code with GLBA. Second, the bill
gives state-chartered banks powers comparable to those of national banks as a result of the implementation of
GLBA.

Specifically, this bill contains provisions to provide for a new type of financial institution, a financial holding
company. GLBA allows for a bank holding company to elect status as a financial holding company, and
subsequently engage in activities that are financial in nature, or that are incidental or complementary to a financial
activity. The state statute restricting a bank's ability to engage in insurance activities will be repealed, as GLBA
authorizes this as a permissible activity. We believe our state statute addressing confidentiality of financial
institution records to be stricter than, but not inconsistent with GLBA. However, we are modifying it and relocating
it from 06.05 (Alaska Banking Code) to 06.01 (Administration) in order to provide this protection to all customers
of financial institutions subject to this provision under Title 6.

Alaska has long had aprovision in the Alaska Banking Code (at AS 06.05.175) that protects the privacy of customer
information on record at a bank. This bill moves that section of law out of the Alaska Banking Code and into AS
06.01 (Administration). As aresult, it extends the protections of the confidentiality provisions beyond banks to
include credit unions and other financial entities.

The bill contains improvements to several statutes that were requested by the industry. These improvements include
providing alternate methods of publicizing quarterly financial reports, eliminating the large financial requirement
placed on bank directors, clarifying the legal lending limits for state banks, removing unnecessary restrictions on
directors of mutual savings banks, and providing parity between state and federal crcdi. unions.

The bill helps the department meet its responsibilities more quickly and with more c’arity by amending the "wild
card statute." The amendment allows the department to react faster io changes in federal law and to maintain parity
and competition between state-chartered and national depository institutions. The bill clarifies from which
institutions an employee of the department may borrow, and repeals the provisions of state statute that require
national banks to file an application to establish an interstate branch.

Section 1 Gives purpose of the bill

Section 2
Section (X].01.015(a)
This section changes the examination cycle frequency requirement to every 18 months.

Old law requirement was "each year."

Section 3
Section 06.01.020(a)
Gives the department authority to respond more quickly to parity discrepancies between state and national banks

(with some restrictions).

Old law required department to implement an emergency regulation in order to provide parity, which was more
cumbersome and less timely.

Section 4
Section 06.01.028

This new section, as proposed by the division, provides for confidential treatment of customers/depositors records
and clarifies when this information can be released and procedures to do so. This section provides Tor "opt-in"
language with an exception for financial institutions without affiliates, which is more protective of
customer/depositor information than the "opt-out” provision in GLBA. The "opt-in" language has been in Alaska

February 12, 2002 1



statute for 30 years. An amendment was made at the end of session, which changes it back, to "opt-out." BSC'’s
proposed amendment restores the compromise opt-in language BSC worked out with the Alaska Bankers
Association.

Old law was located in Chapter 5 (Alaska Banking Code) only. By moving this section to Chapter 1
(Administration), it applies to all institutions subject in Title 6.

Section 5

Section 06,01.040
This section provides for the department to conduct joint examinations with the Federal Deposit Insurance
Corporation (FDIC) and the National Credit Union Administration (NCUA).

Old law did not include NCUA.

Section 6
Section 06.01.050(3)

To provide definition of the term "financial institution."
Old law did not define this term.

Section 7
Section 06.01.050(4)

Provides a definition of the term "state financial institution."
Old law did not define this term.

Section 8
Section 06.05.005(a)
Amended to insert "state” and "state branches" for clarity.

Section 9
Section 06.05.050

To provide alternate, cost effective methods for state banks to make public quarterly reports of condition such as
posting the report at the bank's Internet web address, in the bank's lobby, or providing copies upon request.

Old law required costly publication in alocal newspaper.

Section 10
Section 06.05.065(a)

Clears up : problem where an examiner, the director and commissioner can borrow money and not get fired.

The way the old law is written, we could get fired if we borrow money even from a national bank, which severely
limits our choices of where to get loans.

Section 11

Section 06.(J.*.065(b)

Amended to allow an employee of the department to retain a pre-existing extension of credit from any institution
that was incurred prior to employment as long as it is not renewed.

Old law only allowed for a mortgage loan to be retained.
Section 12
Section 06.05.205

Provides state banks parity with national banks with respect to loan limits.

Did law did not provide parity.
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Section 13 nnd 14
Section 06.05.209(b)

Permits a state bank to charge a market rate on credit cards it issues and provides an exemption from the legal rate of
interest at AS 45.45.010 and subjects banks to AS 45.45.920, a new scciion dealing with restrictions on what credit
card companies and banks can charge their services fees to merchant. L.imil the fee to be charged c.ily on the sale,
excluding taxes. Our proposed amendments delete section 14 and other sections related to credit card limitations
impo.cd in the previous committee.

Old law imposed a cap of 17% und specific fees for cash advances.

Section 15
Section 06.05.210(a)
Removes bank employees from special restrictions imposed on directors and executive officers, and liberalizes

borrowing restrictions. It also clarifies reporting requirements, for executive officers and directors of stale banks.

Old law imposed loan limits and reporting requirements on employees who had no influence or decision-making
authority regarding management and direction of the bank.

Section 16

Section 06.05.210
Adds a n-w section that subjects all emplo ecs and directors of a state bank to the loan limits imposed at AS

06.05.205.
Old law did not impose this requirement.

Section 17
Section 06.05.237
New section provides for a bank holding company to elect to become, and have the powers of, a financial holding

company.
Old law did not address financial holding companies, a newly created entity as defined in GLBA.

Section 18
Section 06.05.245

Amended to correspond with a change made to AS 06.05.230 in a prior year, which allows a bank to take title to
property when extending a negatively amortizing loan.

Old law conflicted with AS 06.05.230.

Section 19
Section 06.05.272(b)

Provides parity with national banks on a state bank's investment in subsidiaries.
Old law imposed limits that did not provide parity once GLBA became effective.

Section 20
Section 06.05.301 (u)

Inserted "state banks" for clarity.

Section 21
Section 06.05.350(d)

Prohibits use of the word "bank" in a business name unless the business is u bank formed under Title 6 or another
state or federal agency, unless it is clear the business docs not represent a bank (example Food Bank. Blood Bank).

Old law did not allow for use of the word "bank" in a business name where it is clear the business docs not represent
a bank (cxumplc Food Bank, Blood Bank).
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Section 22

Section 06.05.350
Authorizes the department to determine when a person may use other forms of the word "bank” in its name.

Old law did not address other forms of the word "bank" such as banc, or banque.

Section 23 - 26
Section 06.05.426

Removes application requir ment for astate bank to establish an off-premises ATM by giving 30 days prior notice
to department.

Old law required approval from the department.

Section 27
Section 06.05.435(c)
Requires a director to owr 51,000 in par value or market value of stock that controls the bank.

Old law was based strictly on par value of stock.

Section 28
Section 06.05.435
New seclio- termits adirector to use his/her equity interest in a bank holding company to satisfy the required

investment in AS 06.05.435(c) and provides effective dates to determine value of investment
Old law required approval by the department

Section 29
Section 06.05.550

Differentiates between an interstate state bank and an interstate nationul bank with respect the authority to branch.

Old law used one term, interstate bank, to refer to botlt.

Section 30 - 35
Section 06.05.555
Replace the term "interstate bank" with "interstate state bank" with respect to obtaining a certificate of authority to

branch in the state.

Old law required both an interstate state bank, and an interstate national bank to obtain a certificate of authority from
the department.

Section 36
Section 06.05.557

New section requires an interstate national bank that is branching into the state to file a notice with the department.
Old law required the department to issue acertificate of authority.

Senrlion 37 *41

Section 06.05.565

An interstate state bank is subject to Title 6 and corresponding regulations. An interstate nati >nal bank is subject to
reporting requirements. Also adds a new section, which clarifies that an interstate national bai k is subject to AS
06.05.548 (limitation on concentration of deposits in the state) and AS 06.05.550 (branching icquircments in the

state).
Old law provided that an interstate national bank is subject to all of Title 6

Section 42
Section 06.05.570(h)
Requires application to the department if an out of state bank holding company acquires a state bank or bank holding

company of a state bank.
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Old law required application if an out of state bank holding company acquired any bank, includingnational banks,
or bank holding company in the state.

Section 43-47
Section 06.05.990
Clarifies several definitions and adds some new definitions.

Old law was not clear in some cases and did not provide for some of the definitions.

Section 48
Section 06.15.100

Removes the prohibition against trustees of a mutual savings bank from borrowing from the bank, andgives them
authority to provide services to the bank and to profit for providing services to the bank.

Old law prohibited both practices.

Section 49
Section 06.15.105

Permits trustees of a mutual savings bank to borrow from the bank to the same extent directors of a commercial
bank can borrower under AS 06.05.210.

Old law prohibited borrowing.

Section 50
Section 06.20.010
New subsection, which clarifies that although some entities are exempt from licensing under the Alaska Small Loans

Act, they will otherwise remain subject to the act.
Old law exempted these institutions from the entire Act.

Section 51
Section 06.45.020

Provides for aminimum par value of credit union shares.
Old law provided for a fixed dollar amount for the par value of credit union shares.

Section 52 - 54
Section 06.45.060

Provides state credit unions parity with federal credit union powers for loan terms, allowable investments, and the
issuance of credit cards.

Old law did not provide parity.

Section 55
Section 06.45.295

Authorizes state credit unions to establish, maintain and operate automated teller machines.
Old law did not address automated teller machines.

Section 56
New section AS 45.45.920 limits the fee charged to a mercHnt by a credit card company, or by a bank 'hat issues
credit cards, to the amount of the charge less any taxes impeded on the transaction. USC's proposed amendments

delete this section.
This is a new section.

Section 57
Repeals 06.05.005(b)(3), 06.05.175, 06.05.272(d). 06.05.990(18) and 06.20.330(a).
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Section 58

Explains that AS 06.01.028(b) indirectly changes Rule 45 of Alaska Rules of Civil Procedure. Rules 17 and 37 of
Alaska Rules of Criminal Ptocedure, and Rule 24 of Alaska Bar Rules.

Section 59
Adds a new section to provide for transition regulations, giving the department authority to immediately proceed to

adopt regulations necessary to implement the changes made by this Act. Regulations would take effect on the date of
he statutory changes. BSC'’s proposed amendment changes reference to sec. 60 rather than section 63.

Section 60
Provides instructions for the revisor to change the headings of 2 sections of the banking code.

Section 61
States that Section 59 of this Act takes effect immediately under AS 01.10.070(c). BSC'’s proposed amendment

changes reference to sec. 57 rather than section 59.

Section 62
Provides for sections 14 and 56 to take effect July 1, 2002. BSC’s proposed amendment will delete this section.

Section 63
Except as provided for in sec. 61 and 62 of this Act. this Act takes effect July 1, 2001. BSC’s proposed amendments

will delete "61” and “62.” insert “59". and change the date to 2002.
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Tony Knowles Governor

Department of Community
and economic Development

Division of Banking, Securities, and Corporations

P.O. Box 110807, Juneau, AK 99811-0807

Telephone: (907) 465-2521 « Fax: (907) 465-2549 « TDD: (907) 465-5437
Email: dbsc@dced.state.ak.us * Website: www.deed.state.ak.us/bsc/bsc.htm

January 22, 2002

The Honorable Pete Kelly

Co-Chairman, Senate Finance Committee
Alaska Serate

State Capitol Room 518

Juneau, AK  99801-1182

Dear Co-Chairman Kelly:
Re: Reguest forhearing on SCS CSHB 106(JUD)

SCS CSHB 106(JUD) hes been considered by the Senate Labor and Commerce Committee ad
by the Senatte Judiciary Committee, and isnow before the Senate Finance Committee. The
Division respectful by reguests that you schedulle the kil for hearing by the Senate Finance
Committee atyour eardiest convenience. The il hes a zero fisal note atteded, and we urge tre
Committee to adopt the amendments attadched 1o this ketiar, and to pess the amended il

Amendments numbered 2-7 corvect what we beliee was an Inedvertant actian ntre Judiciary
Comittee. At the end of kstsessian, tret comittee irserted atpage 3, lires 12

G not prahibited by 15 U.S.C. 6801 -6827 or the regulations adopted under those
sCcas:
Statements by Committee members suggested thiswas just a tednical avendrent, not
sustative. After a caareful aosiceration, honever, we believe thisamendment, which
referances the fackral Gramm-Leach-Bliley Act (GLBA), changes the privecy provision at AS
06.01.028 Mo got-aut. We beliee tre intentwas to darify trat nothing nstate law pemits
information sharing tret sprchibirted by GLBA, and our proposed amendments do tet.

Amendments numbered land 8-13 remove changes added i tte Judiciary Committee ttet
would prohibit a aadit card company from dharging a use fee on thet portaon of a il tret stax
We oppose te currant aedit card provisias n tre bl for saveral reesos:

Airst, we kelieve itoould jegpardize the acogptance and 1ssuance of aadit cards
Alaskans.

Second, ksufairon sfare, since tre aedit card company sextending aedit on tre
total anount, but sbeing prahibrted from charging iisnormal fee on tie total anount.

‘Promoting a healthy economy and strong communities™
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Third, itwould be very complex and costlly to implement, since some trarsactios such as
ahotel stay may include several differat types and rates of taes.

Fourth, the argument made forexcluding fees on tax could be extended to any number of
other types of charges such asa tipon a restaurant killl, and this extension would
seriasly put the aailaility of aedit at rgc

With those amendrents, we encourage the Senate Finance Committee to pass SCS CSHB
106(JUD) for numerous reasons tretwe willl provide 1o the Committee inasscaon aalysis. For
purposes of thas ke, we will just mention that this il wvill do a number of positive things ttet
will berefit Alaskans and tte firacial services indstry inAlaska. The [l

1 removes amiers 1o cartain activitties that are now permirtted under the federal GLBA.

2. protects tre privacy of Alaskans whi le alloving firaercial service companies the ability to
offer more firacial sarvices as envisioned by theGLBA whille leveling the playing field
between large and srall firencial services fams.

3. provides parity between federal darteraed irstitutios and state-dartered Irstitutias.

reduces tre regullatory burden of depository institutias relatsd to automated teller

machines (ATMs), and of ratiaal banks that seek to branch into Alaska.

5. puts directors of mutual savings banks on a par with those of commercial barks.
leels the playing field for state-dartered aedit Ltnias.

7. improves tre aality of tre firarcial services industry to provide irformation using
modern tedvology, including the Intaret.

8. clos=s a logphole that hes been used Inother states to make  loans that otherwise would
violate the usury law.

>

Over the pest year, the Division worked closely with state-dartered banks and aadit unions and
with tre Alaska Bankers Association (ABA). We bkeliee tret tte hll, with the proposed
arendments, contains provisions thatcan be suygported by dll parties. Unforturately, the Alaska
Credit Union League (ACUL) has not partacipated actively in this kegislation, although trelr
state-dartered members have. The Division recantdly participatad n a teleconference with the
ACUL and found the isaes they raisd were not sighrficantdy differant from those raissd over
the pest year by e ABA. We hope e ACUL wall come to see thet the language we developed
working with tte ABA willl be acogptable to the ACUL . Inour gpinian, this kil provides too
many kerefits to citizas and o Indsstry for ko il



The Honorable Pete Kelly Page 3

We look forward toworking with the Senate Finance Committee on this inportant legislabian,
and willl use our best effarts 1o provide whatever information you may require as you cansider
thishill. Thank you foryour aonsideration.

Sinerely,

AaklinT. Elder
Director

Enclosure

Similar ketter to: Co-Chairman Dave Donley



AMENDMENT

OFFERED IN THE SENATE FINANCE COMMITTEE BY
TO: SCS CSHB 106(JUD)

1 Page 1, lire5:
Pelete “‘relating to aredit cards;”

2 Page 2, lIre 31, follovng

Insert“or”

3. Page 3, liness 12

Delete dl naterial.

4. Page 3, lire3:
Delete “(6)”

Insrt““®)”

5. Page 4, folloving lire4:
Insart ““(€) Nothiing In this section authorizes tre disclosure of informatiion prahibited by
15 U.S.C. 6801-6827 or te regulatias adopted under those sectias.”

6. Page 4, lires:
Delete “(€)”

Insert (@)’

7. Page 4, lre 11:
Delete “(f)”’

Insrt““@©)”

Amendments Needed ©SCS CSHB 106.doc Page 1
January 18, 2002



8. Page 10, lires 10-16;
Delete dl material

Renumber te folloving kil sectias accordingly.

9. Page 25, lire 20, through page 25, lire4:
Delete dl naterial .

Renumber the folloving kil sectias accordingly.

10. Page 26, lire 16:
Delete “‘sc. 63

Insart “ssc. 60

1. Page 27, Iire 1
Delete “‘sc. 597

Insart““ssc. 577

12 Page Z7, lire 2

Delete all raterial

Renumber te folloving kil sectias accordingly.

13. Page Z7, lire 3
Delete “‘s. 61 and 62

Insxrt “‘ssc. 59”

14. Page 27, lire4:
Delete <2001
Insert “2002"

Amendments Needed t© SCS CSHB 106.doc
January 18. 2002

Page 2



N o r th Country Credit U nion

Fairbanks Community Office Nome Community Office
909 First Avenue 205 Front Street
P.O. Box 72929 e Fairbanks, Alaska 99707 P.O. Box 1105 « Nome, Alaska u”~c2
(907) 456-2613 * Fax (907) 456-8156 (907) 443-2737 » Fax (907) 443-5709

February 7, 2002

Senator Pete Kelly

Co-Chair, Senate Finance Committee
State Capital, Room 518

Juneau, AK 99811-1182

Dear Senator Kelly:

I am writing to express North Country Credit Union's support for SCS CSHB 106(JUD)
with the amendments that will be (or have been) proposed by the Division of Banking,

Securities and Corporations.

The Board of Directors of North Country Credit Union has considered the bill and the
amendments that will be (or have been) proposed by the Division of Banking, Securities
and Corporations, and believes the bill (as amended) will be of benefit to Alaskan
consumers as well as the state chartered credit unions.

We would appreciate your support to move this bill forward and help get it passed.

If you have any questions, please feel free to call me at 907-456-2613.

Sincerely,

Patricia D. Felcyn
CEO/General Manager
North Country Credit Union

ccC: NCCU Board of Directors
Terry Lutz, Chief FI Examiner, SOA Div of Banking, Securities & Corporations



rSor'hrim Bank

Customer First Service

December 18, 2001

Serator Dave Donley
Senator Pete Kelly

Serate Finance Co-Chainnen
State Q—pitol

Juneau, Alaska 99801-1182

Re: SCS CSHB 106(JUD)
Dear Senator Donley and Senator Kelly,

I uderstand that the Senate Finance Commirttee will be aonsiidering SCS CSHB

106(JUD) for passage during the next s=ssian. At thet tine, Dr. Terry Elder and tre State
Divisian of Banking willl reguest several arendrents.  These amendments inclucke the
removal of section 55, which addresses the calaulation of aadit card business use

dages. The removal of this section svital for passage ofthe il and ssypported by
the State Division of Bankiing and the Alaska Bankers Asscciation. A few other changes
simply solldify languege on information sharing restrictias, and then renunber tre
ssctias of the il based on te above dages.  Arally, the effectave cate of thisall wall
also be changed to duly 1, 2002.  Iwould like to encourage you to adopt the il with
these suggested amendments.

The language mnthishall and the proposed amendments willl result nberefrts for siall,
lacal banks such as Northrim, and allso for our custarers.  Passage of this il wall put us
on a kel playing field with tre large bank competitors who have affiliies that offer
addraoal firacial products. 1 encourage you to gpprove the amendments and to move
the kall out ofyour comittee with the languege agreed upon by both the State Division
ofBanking and the Alaska Bankers Association.

Sinerely,

Cc: JerryWard, Vice-Chairman

Alan Austerman Lyman Hoffman
Lyda Green Donny Olson
Loren Leman Gary Willken

PHONE: 907/562-0062
800/478/2265
FAX: 907/562-1758

3111 C Stre.it » P.O. Box 241489
Anchorage, Alaska 99524-1489

Mombor FDIC  Equal Opportunity Lender



Al a s k a P a c¢ ific B a n k

May 3, 2001

The Honorable Pete Kelly

Serate Finance Committee Co-Chair
Alaska State Serate

Juneau, Alaska

RE: House Bill 106
Dear Serator Kelly:

As an executive officer of one of tre srallest banks inthe state, 1would like t voice support *or
House Bill 106, which modemizes tre state banking code in lirewith the sainitof the Gramm-
Leadh-Bliley Act, passed by Congress in 1999. House Bill 106 spartiaularty favorable to srall
Istitutias, by providing us with ggportunitiies to market and celliver firercial ly related products
and services to our custorers on a leel aurantly reserved for the big, nationwide berks.

A great deal of effart and compromise has gone into aaftarng an inportant piece of legislation tret
ensures Alaska isan active participant inthe ecrtirg future of firacial sarvicss.
I gopreciate your assistane nmoving this kil out of comittee ntine for kto be heard on the

Sincerely,

LISAC. BELL
SVP & ChiefQperating Officer
Allaska Pecific Bank

Sn\<h\<rj Southeast /Kasha Since 19?5

Administrative Offices ¢ 2094 Jordan Avenue * Juneau, Alaska 99801-8046 fgf
(907) 789-4844 « Fax:(907) 790-5110 e« Weiisite: www.alaskapacificbank.com jfcsA
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Alaska Bankers Association
P.0. Box 100600 Anchorage, Alaska 99510 0600 (90" 265-2920
May 3. 2001
The Honorable Pete Kelly
Alaska State Senate
Juneau, Alaska

RE: House Bill 106
Dear Senator Kelly:

As Presidant of the Alaska Bankers Association and President and CEO of Alaska Pecrfic Bank, |
offer the folloving conments msygport ofHB 106. The Alaska Bankers Association represants
all nire banks and savings rstatutias across the state, including both state and fackerally dartered

Our asociation sygports HB 106 and the underlying intent to b ing tre state banking code into
corformity with the Gram-Leach-Bl i ley Act, which passed Congress n199. The Gramm-
Leach-Bliley Act was the result of years ofwork to modemize tte lans govemning the banking and
insurance indstries. House Billl 106 shaeficial to dll banks geerating within the state, but 5
particularly advantageous to sraller Fstitubios.

The Alaska Bankers Association isasking for your assistance npessingHB 106 out of Senate
Finance as soon as possible so that tmay be heard on the Senate flloor before the end of session.

Thank you foryour assistance and supoort.

CRAIG E. DAHL
Presicait
Alaska Barkers Ar™ociation
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First Datamerchant Services

May 7,2001

Senators Donley & Kelly

Co-Chairs, Senate Finar ce Committee
Alaska State Capitol

Juneau, AK 99801

Re: Home Bill 106 - OPPOSE ASAMENDED
Dear Senators,

I am -writing on behalf o f First Data Merchant Services which provides credit card processing for
financial institutions, such as First National Bank of Anchorage and National Bank of Alaska,
that acquire credit card transactions from merchants. Respectfully, we must strongly oppose HB
106 as recently amended to prohibit charging fees on the sales tax portion of credit card
transactions.

As currently drafted, HB 106 could have the unintended consequence of increasing costs to both
merchants and consumers as well as extending the time it takes to use a credit card to pay for
goods and services at Alaska merchant locations. Our system has no ability to separate the tax
portion of a credit card purchase from the total amount of the charge. Redesigning our system to
accomplish this would be extremely time consuming and expensive.

Our bank customers bear the risk of loss on the entire amount of the transaction, not just the
purchase amount, so charging the discount fee on the total amount is reasonable and necessary. |If
fees are eliminated on the tax portion of the charge, banka are likely to simply raise the rates on
the remainder of the charge in order to retain a reasonable fee for the services they provide.

Finally, due to the cost and time it would take to redesign our systems, some of our bank
customers may choose to discontinue service to merchant! in Alaska.

We would therefore request that HB 106 be amended to remove Section 55 from the bill, or that
the bill not be sent to the full Senate for passage.

Ifyou would like additional information please feel free to contact me at (720) 332-3778.

Sincerely,

Senior Counsel

cc: Members of the Senate Finance Committee

ui



Tony Knowles, Governor

Division of Banking, Securities, and Corporations

P.O. Box 110807, Juneau, AK 99811-0807

Telephone: (907) 465-2521 « Fax: (907)465-2549 « TDD: (907) 465-5437
Email: dbsc@dced.state.ak.us * Website, www.dced.state.ak.us/bsc/bsc.htm

May 7.2001

The Honorable Pete Kelly

Co-Chair, Senate Finance Committee
Alaska Serate

State Cgprtol Room 518

Juneau, AK 99801-1182

Dear Serator Kelly:
RE: SCS CS HB 106(JUD) request fo* amendment

During yesterday’s Senate Judiciary hearing, the division of barking, ssaurties and corporations
was asked to comment on amendment #2 thateventual ly was adopted by the Judiciary
Committee before passing aut tre [ill. When 1provided testimy, 1only commented on the
frstof the three parts of the amendment, when the Conmittee then acoepted itand closed public
testimoy. We contacted Committee staffafterwards and expressed concem about what the
second and third parts really do.

Thismoming, we are informed that the new subsection Q) smeant o referenoe 15 U.S.C. 6801
and tratnew subsection (B) vl be totally rewtten o reference PL 106-102. This sextrerely
trabing, anu we believe members of Serate Judiciary willl also fird ittrabling. Both of those
referances are to tte Graam-Leach-Bliley Act (GLBA) , and appear to us to have tre effect of
changing the got-in billl back to got-aut.  Based on our conversatians wirth Chairman Tayllor and
other Judiciary Committee members, we beliee they are inagreement thet it s inportant
maintain Alaska’s qot-in requirerant.  Therefore, we stragly encourage the Finance Committee
o remove the second and third parts of amendment #2 fron SCS CS HB 106(JUD). These
changes make te kil unecoeptable o Ls.

In previous correspondence we have expressed our gpposition  section 55 (of Version O. page
25, lires 1025), the business use darge foraeditcards.  This secticnwas added in Senate
Judiciary. Wc maintain our gyposition o thisprovision.  itisufair o the industry to prevent
them from dcharging a fee on the total amount they firence. We believe tre software and
hardware changes thiswould require would aeate sbstantial added aosts thetwould be paid by
every Alaskan, or could even jegpardize the aaillity of people to use aaedit cards inAlaska. This
section has no pllace inthishilll, and we agaiin ask the Finance Commirttee 1o remove that section.

"Promoting a healthy economy and strong communities"


mailto:dbsc@dced.state.ak.us
http://www.dced.state.ak.us/bsc/bsc.htm

The Honorable Pete Kelly Page 2

We beliee itsaitial topass this hill this year to avoid losing the privecy protection aurrently
enjoyed by Alaskans when tre less restrictine federal v takes effect nuly. Thank you for
your aosideration ofour regest.

Yours truly,

FaklinT. Elder
Director
Similar letter to: The Honorable Dave Donley
The Honorable Robin L. Taylor
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ssvicss Facsimile Cover Sheet

To: Senator Pete Kelly

Company: Alaska State Senate
Phone: 907-465-2327
Fax: 907-465-5241

From: Les Goldberg
Department: State Government Affairs
Phone: 212-640-5028
Fax: 212-619-9739

D*/r: 5/6/2001
Pages including this
cover page: 3

Comments:

Pete;

I really need your help on HB 106. Attached is a copy of my colleague Stephen
Lemson's testimony that was submitted to the Senate Judiciary Committee.

Iwill give you a call on Monday to discuss our concerns.

Thanks,

Les

P.

01
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American Express Testimony in Opposition to Section 55 of House Bill 106

Mr. Chailrman and members ofthe commirttee, my name isStephen Lamson. 1am Director of
Suno Govermment Affairs far Arerican Bqoress Company.  Thank you faralloving me to oesk
toyou about House Bl 16.

On behalfofArerican Bqress, we reguest tratyou gopose the proposed anendment toHouse
Bl 106, Section 56, which prchibita aedit card company or abank from including the amount
of apurdese lax (Sles 1a, U= taxand atax on overmigit accommodations) intheamount
uses toalaulate the company shusiness use darge ¢ erchant discount feg”).

Passage of this sectacnwoulld impose sustantzal harm on firercial rstitutias and consuners
alike through higher aosts far Alaska consuners and Alaska businesses and apotentsal kossof
husiness to Alaska idtailas. The resuitwould be o inflitsigificantdamage totre stale’s
econany .-

Itisvirttally inpossible for firecial rstitutios todetermine what portion ofaaedit card
purdnese reaults from the inposittion of state purdese taes ad this, snotsbject totre
merdhant discant. Qur systars sinply arenot designed U egatc the camponents ofa
trarsection nthismamer.

Forcing firencial institutio s and otrer participents inaeditcard payment systens 1o redesign
theirentire systams to idntafywhat portion of a particula trarsection pertairs topurdese 6
and to ollect cetailed addrtaaal informatiion with respect to each transactacnwoulld inpose
tramendous aosts on the payment systan, asts trat uktinately will be borme by consurers intre
form ofhigher pricss far aaedit ad/or retal products and sarviess.

In acbirtad, there ssinply no policy reesm Tarecluding stato purdese taes from tre
“merchant disoont.”

These “merchant disoounts” aredssiged, Inart, o compensate the firacial rstitutiosad
other participants in the aadit card payment system fartre assts of geerating tre systemand tte
rids they inour indoing 0.

In ubirtaan, thee asts and Nds are presant even wiith reseect 1o the state purdese taxporaan of
tre eal trtassction.

Forexamle, aaediit card 1Is3.arneats toprotect itsdfetpirst the sk trat ol not bo able
allect the dollar amount of tre transectaian fran ttecardoldey, includingaportionof e
trasctn relating o st aes.

As aresiit, such "merdant disoounts'* arc ggargoriiately inposed on the entire amount of aedit
card purdheses, because this stre anount et ttre aedit card iss.ermust ultinately cllect Fran
the consurer and are a lggrtanate ast of coducting usiress.

For these reesrs, we regoactiully reqLest et you \ote oppose the proposed rmendment toHB
106, Section 6.

Thank you. | would be happy to answer any questions you might have.
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Proposed Legislative Position for the Alaska State Chamber of Commerce

Titde: Support faran amendment to House Bill 106 to remove language relatig to the
calailataion of aedit card business use darges.

Fositaion Statemertt: The Alaska State Chamber of Commerce urges the Senate Finance
Commirttee o sypport an amendment t remove language thet restricts a bank or aedit
card company fram including the anount ofa purchase tax inthe anount thet ituses

Galaulate the merdant”™s business use darge.

Need for Fosrtaan:

House Billl 106 which makes a number of inportant changes 1o the state banking code,
pessed the House 37-2. The House passed bill was the result of legthy, tedmical
hearings and careful compromise that led 1o a kil supported by both the adninistration
and the banking irndLstry.

Inthe kstdays of tte legislative session was amended  inte Seraite dudiciary
Committee 1 include language o exempt dll purchase taxes from the merchant discoutt
rae. There was no testimony taken or notice given to impacted parties regarding this
amendment.

Reasons far removing the purdhase tax exemption are:

Financial istitutiasassune tre Tty for collecting tre full value of tte trarsactian,
including taes. The merchant fee isbased on the Tull amount of the aadit extended and
prooessed through the system. These fess are negotiated individuallly between competing
Arercial irstituias and merchants for each merchant™s business.

No other junsdician ntreworld has implemented such an exenptiion.

HAlaska becomes tre Arstjunigdictaon © implement such a restrictian, each asdit card

company may have a differait method of dealing with the law, such as:
= Allowing the system 10 be used for the base purchase only without taes, leaving the
merchant to ollect tre taxes by cash or dhedk.

= Require two sgarate transectias Tar each sale, one for the tax and one for e
product or sarvice.  (Thaiswould reguire major reprogramming ofworldwide
systens.)

« Rl aut of the Alaska market since K lscomparatively small.

Implement the law nsome way and raise the merchant disoount rate for Alaska

lbusinesses.
Sponsor:  Alaska Bankers Association

Contact persons: Jarry Weaver, \ells Fargo Bank 265-2920
Thyes Shaub, Shaub & Associates 463-5118
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State of Alaska P\W 1T jio. =
O ffice of the Governor
JINEAL
February 2. 2001
The Honorable Brian Rorter
Speaker of tre House
Alaska State Legislature
State Cypitol

Juneeu, AK 99801-1182
Dear Speaker Raxter-

This il 1transnit tocky alloas State firercial irstitutios to conpete on egual terms wirth trelr
fackral counterparts by removing aurant restrants on tre Sie’™s firacial irdlstry. These changes
are encouraged under the feceral Gram-Leach-Bl i ley Act which permirts the carbining of banking
rstituboswith insurance and ssauties busiresses. Previaus feceral law pranibirted this practice.

This kil alloas the Department of Community and Economic Development 1o grant State banks
those povers enjoyed by retiael banks na sinplirfied, effiaent process.

The [l spattemsd after feceral law. but offers greater protectian to dgpositor and consumer
firacial reoots. The statewoulld use the more stringant practaice of asking dgpositors and
consumers to choose to allov' geecrfic discloaure of terr records. Conversely, fackral bW and many
other states all low discloaure unless the dgpositor or consumer geecifically requests anfidntial ity

The falll also diarifies and yodates existing stetutes, partly inresponse todisassias w ithtte
firecial irdstry. For eanple, tre bl allons state banks to plbllish treir firercial rgorts n
electranic form or na lacal nenspeper, and sinplifies the procedure by which state banks dotain
auttority to rstall offpramises automated Eellanechines. The il also removes tre statutory
Iimitataon on the Ntarest rate and fess state banks may dharge on aadint cards and granits aediit uinians
tre authority 0 IS e aaditcads. These profisiaswill keep Alaska banks competiative with cut-of-
State barks.

As ameans of modemizing Alada™s firarcial rstitutios. 1urge your prompt and favoreble ecion
on thisneesure.

Sincerely,

i4R irsio



SENATE COMMITTEE REPOh,

DATE: 5/1/01 FURTHER: Finance

DATE TURNED

IN TO OFFICE: £ - ©0~0)
Judiciary Committee considered CS FOR HOUSE BILL NO. 106(L&C) am
FINANCIAL INSTITUTIONS
and recommends: Senate BIll:
[ ] same title
[ 1 be replaced with $CS /0 (* ( ) [*"new title
House BIll:
[ ] adopt previous CS ( ) [ ] same title
[ j technical title
[ 1 attached amendment(s) [<Tnew. SCR # (Iq
[ ] adopt Letter of Intentby Committee
[ 1 further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
SIGNATURES AND RECOMMENDATIONS: DO DoNot o Rec  Amend
A f) A " an Pass Pass
%



HB 106-FINANCIAL INSTITUTIONS
SENATE FINANCE COMMITTEE

SIGN-1IN

NAME €« QbjetBill No:  LSA
€o./Dept/Trdc: OSHC Moy~ Undlj— I/ 0 Yhoe:-———-- |—————
Address: ~0P0 f ijdfol 7iP- fie £ u o f*7
Do you wish to testafy? X Yes No X Respond To Questions
NAME : QpjectBillNO: — ~ ~ A
Co.Dept./lidke: , O g - s e Phone: — [——————-
AHtimw- tr? )/I*"S o ~ 7 2ip:
Do you wish to testafy? Yes No V _ _Respond To Questions
NAME : Sbject/Bill No:
Co/Dept/Trte:
Address:
Do you wish to testafy? Yes No XxRespond To Questions
NAME: - '@ Beld Qbject/Bill No:
Co./Dppt/Tide: - A ia ka~kton; IKkFrtC- Phone:

M *sLa ?<K.C(4ic-j& fr\\lc
Address: rXlc ®cl CVrrdld t\ Zip: *> 1
Do you wish to testify? I\Y cs No .“.Respond To Questions
SFC-01 -1-
SB XX

m2/2i/lo7.



site: ANCHORAGE LIO

COMMITTEE: S Finance

DATE: 2-28-2003
DO YOU WANT
P R I N T YOUR NAME ADDRESS (MAILING & ZIP) REPRESENTING TO TESTIFY?
Y or N
_ _ Northrim Bank
Julie Bailey Ans ?
BEmail address:
HB 106
Bmail address:
Bmail address:
BErail address:
Email adbress:
BEmail address:

Brail address:





