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the further the credit union is away frcm the NCUA office, the better the odds 

are of this occurring. If a credit union is able to inexpensively call or visit 

the NCUA office to check o n  the status of an inquiry, chances are that that 

inquiry will receive prompt attention.

The proliferation of regulations emanating from NCUA is also of concern to me.

However, I can do nothing except voice m y  objections, and then abide by their 

regulations. Example: NCUA recently passed a regulation that effectively and

severely limits the sc.'irces a credit union can borrow  from. Several I credit unions 

in California have since filed a lawsuit challanging NCUA's authority to limit 

such transactions. Regulations have also been proposed that would further limit 

the debt collection practices of Federal credit unions. Why? Because, says 

NCUA, last year they received 59 complaints about the collection practices of 

Federal credit unions. Not necessarily valid complaint, just unverified complaints. 

That, out of almost 13,000 credit unions. I consider that a pretty d a m  good 

track record, one that credit unions can be proud of, but NCUA thinks that merits 

further regulations.

I'm not saying that I would rcccrrniend iry credit union convert from a Federal to 

a state charter as soon as possible, but I would like to have that option 

available.

There are many oonditions in Alaska that are unique, as you all recognize. The 

problem is that for the most part, the uniqueness of our situation is not recognized 

by NCUA. subsequently, requests that might be out of the ordinary to outsiders are 

often rejected without considering our unique situation. Several years ago the 

Alaska Railroad Federal Credit Union requested an amendment to our field of membership 

that would allcw us to serve the employees of 6 small ccnpani.es that are lessees 

and shippers of the Railroad. Each of these groups were too small by current 

NCUA guidelines to form their cwn credit 'union, yet we felt there was a sufficient 

common bona with railroad employees to justify the request. The request was denied



union service to those groups failed because of the unwillingness of the regulatory 

agency to consider an unusual situation.

The issue at hand is not whether there will be credit unions in Alaska, but 

whether the State will take a role .ix. die future of the credit unions and the 

services they provide the citizens of the State.

I urge you to support the passage of Senate Bill 225.

Thank you for this apportunity to present rny viewpoint.



THE PRECEDING PAGES WERE TREATED AS 

A UNIT IN THE ORIGINAL FILE.



Committee on Commerce Pouch v
' State Capitol

Official Business ^ a y  3  ̂ 1979  Juneau, Alaska 99811

A l a s k a  U.F.A. F e d e r a l  
C r e d i t  U n i o n  

777 J u n e a u  St.
A n c h o r a g e ,  A K  99501

D e a r  M a n a g e r :

E n c l o s e d  is the latest r e v i s e d  draft of the Commerce C o m m i t t e e  
S u b s t i t u t e  for S ena te Bill 225, p r o v i d i n g  for state credit 
unions. The c o n t e x t  has not b e e n  changed. Also enclo s e d  is 
a s e c t i c n - b y - s e c f i o n  a n a lysis of the changes i n c o r p o r a t e d  in 
the l a t e s t  d r a f t  bill.

As m e n t i o n e d  in m y  l etter of A p r i l  6, c o n siderabl e effort 
was m a d e  to get this bill in final form and p a ssed this s e s­
sion; howev e r ,  our D i v i s i o n  of Legal Services, w h i c h  assists 
in d r a f t i n g  bills, d i s c o v e r e d  numerous legal pro blems r e s u l t­
ing from the l atest amendments. Consequently, we were not 
able to m e e t  the d e a d l i n e  for p a s s a g e  of bills during this 
p r o p o s e d  short session.

I w o u l d  a p p r e c i a t e  r e c e i v i n g  any comments you m a y  have p e r­
ta i n i n g  to this bill. If yo u have any questions, p l ease 1st 
me k n o w  of them.

I am q u i t e  c e r t a i n  we will get this bill through the Senate 
C o m m e r c e  C o m m i t t e e  early next session since the original 
c o m m i t t e e  s u b s t i t u t e  bill did not pass the L e gislat ure this 
year. R e p r e s e n t a t i v e  Joe M c K i n n o n  a t t ache d the o r i ginal bill 
to CSSB 118, but it did not pass the Legislature.

Brad Bradley 
State Senator 
Chairma n
Senate Commerce Committee

E n c l o s u r e s



Commerce

Official Business

Pouch V 
State Capitol 

Juneau, Alaska 99811

May:.'8, 1979

Enclosed is the latest revised draft of the C o m mer ce Committee 
Substitute for Senate Bill 225, p r o v i d i n g  for state credit 
unions. The content has not been changed. Al so e n c losed is 
a sect io n - b y - s e c t i o n  analysis of the changes i n c o r p o r a t e d  in 
the latest draft bill.

As m e n t ioned in my letter of April 6, c o nsid erable effort 
was made to get this bill in final form and p a s s e d  this s e s­
sion; however, our Divis i o n  of Legal Services, w h i c h  assists 
in drafting bills, d isco v e r e d  numerous legal problems r e s u l t­
ing from the latest amendments. Consequently, we were not able 
to meet the deadline for passage of bills during this pro posed 
short session.

I woul d appreciate receiving any comments you may have p e r­
taining to this bill. If you have any questions, please let 
me know of them.

I am quite certain we will get t h i & ;M.ll p-a-&4? the Senate Com- > 
rnerce Committee ear ly next session the original bill do^ r s d ^ d . 
not pass the Legislatu re this s-es-t t -SnT' R e p r e s e n t a t i v e  Joe 
McKinnon attached the original bill to CSSB 118, but it did 
not pass the Senate and is now in a free conference committee, 
the outcome of which I do not know at this time.

Sincerely,

Brad Bradley 
State Senate 
Chairman
Senate Commerce Committee

Enclosure



E n c l o s e d  is t h e  l a t e s t  r e v i s e d  d r a f t  o f  t h e  C o m m e r c e  
C o m m i t t e e  S u b s t i t u t e  f o r  S e n a t e  B i l l  2 2 5  p r o v i d i n g  f o r  

s t a t e  c r e d i t  u n i o n s .  T h e  c o n t e x t  h a s  n o t  b e e n  c h a n g e d .  
A l s o  e n c l o s e d  is a s e c t i o n - b y - s e c t i o n  a n a l y s i s  o f  t h e  
c h a n g e s  i n c o r p o r a t e d  if) t h e  l a t e s t  d r a f t  b i l l .

A s  m e n t i o n e d  i n  m y  l e t t e r  o f  A p r i l  6, c o n s i d e r a b l e  
e f f o r t  w a s  m a d e  t o  g e t  t h i s  b i l l  i n  f i n a l  f o r m  a n d  
p a s s e d  t h i s  s e s s i o n ;  h o w e v e r ,  o u r  D i v i s i o n  o f  L e g a l  
S e r v i c e s ,  w h i c h  a s s i s t s  in d r a f t i n g  b i l l s ,  d i s c o v e r e d  
n u m e r o u s  l e g a #  p r o b l e m s  r e s u l t i n g  f r o m  t h e  l a t e s t  a m e n d m  
C o n s e q u e n t l y ,  w e  w e r e  n o t  a b l e  to m e e t  t h e  d e a d l i n e  
f o r  p a s s a g e  o f  b i l l s  d u r i n g  t h i s  p r o p o s e d  s h o r t  s e s s i o n .

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

I a m  q u i t e  cert$^ih w e  w i l l  g e t  t h i s  b i l l  p a s t  t h e  S e n a t e  

C o m m e r c e  C o m m i t t e e  e a r l y  n e x t  s e s s i o n  i f  t h e  o r i g i n a l  
b i l l  d o e s  n o t  p a s s  t h e  L e g i s l a t u r e  t h i s  s e s s i o n .  

R e p r e s e n t a t i v e  J o e  M c K i n n o n  a t t a c h e d  t h e  o r i g i n a l  b i l l  
t o  C S S B  118, b u t  i t  d i d  n o t  p a s s  t h e  S e n a t e  a n d  is n o w  
in a f r e e  c o n f e r e n c e  c o m m i t t e e ,  t h e  o u t c o m e  o f  w h i c h  
I d o  n o t  k n o w  a t  t h i s  t i m e .

I w o u l d

S i n c e r e l y ,

B r a d  B r a d l e y  

S t a t e  S e n a t e  
C h a i r m a n

S e n a t e  C o m m e r c e  C o m m i t t e e
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Alaska League Services,

Senate
Committee on Commerce. Pouch V 

State Capitol 
Juneau, Alaska 998111979Official Business

Mr. •Bav4^d-~€-k-a-tf4-el?d,
A l a s k a  C r e d i t  U n i o n  League 
2509 Eide, Suite R 
A n c h o r a g e ,  A l a s k a  99503

r /  E n c l o s e d  is t h e . C o m m i t t e e  Substi tute for Senate Bill 225 
p r o v i d i n g  for state credit unions. Q (U , jC & O tip t
OlAo-J - O s <LC elU ^r— ~ ^ ^ + y l+ .u ,

t u r ^  ̂ c o n s i d e r a b l e  effort was made to get this bill in f i n a l " f o r m
/ and p a s s e d  this session; however, our Division of Legal (j

S e r v ices, w h i c h  assists in drafting bills, d i s c o v e r e d  n u m e r o u s
' legal p r o b l e m s  r e s u lting from the latest amendments. C o n s e­

quently, we were not able to meet the deadline for p a s s a g e  
of bills during this p r o p o s e d  short session.

9 f I w o u l d  a p p r e c i a t e  r e c e iving any comments you may have
p e r t a i n i n g  to this bill. y o u H m o w - o f  o-fche-r- ageTOrrers-"OT
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' dH*ewi«dg-e ahle ahd^ ii ttgr c s ted ■ frft-rt-igs. * 3 / p o m ji a ^  tcA. <****+£4.

c?y I am quite sure we will get this bill past the Senate C o m m e r c e
/Commi ttee early next session < 1/ ̂  a

JfrU -^^stncere

e s s / *  / / ? j

/y^fi-c-0  o . (

W E B ^ j p  a J t  £r^u>  \

Brad Bradley 
State Senator 
Chairman

Senate Commerce Committee



ALASKA
, ALASKA 99503 

(907) 278-4949

August 28, 1979

Mr. Julius J. Brecht, Director 

State of Alaska 

Department of Commerce and 
Economic Development 

Division of Banking, Securities,
Small Loans and Corporations 

Pouch D

Juneau, Alaska 99811 

Dear Julius:

Two items we received in yesterday's mail reminded me of our dialogue during the 
July 26 Senate Commerce Committee hearings on the state credit union act, concern­

ing possible alternatives to NCUA share insurance for Alaska state-chartered 

credit unions. Enclosed are copies of these items for your review.

The first is a memo from Bob Bianchini, President of the Rhode Island Credit 

Union League, concerning an article 'in the July issue of "The Supervisor," the 

publication of the Conference of State Bank Supervisors. The article deals with 
threats to the dual banking system, and I share Bob’s view of the similarity to 

current challenges to the credit union dual chartering system.

The second is a press release and copy of comments to NCUA from the National Asso­

ciation of State Credit Union Supervisors, expressing concern about the latest in 
an unending series of NCUA regulations that would usurp the prerogatives of state 

credit union regulators by NCUA through their share insurance function.

As we may have discussed before, my career progression included a recent two-year 
stint in the Washington, D. C. office of the Credit Union National Association.

As part of my duties there I had frequent contact with many professional staff 
members of NCUA and worked with them on a wide variety of credit union issues.
I'm not given to paranoia, and I'm convinced that there is a concerted attempt 
underway by top NCUA people to assume direct control over the large state-chartered 

segment of our industry. Some of them truly believe it to be in the best interests 

of credit unions to save them from "inept" state regulators, while others simply 
desire greater power and influence.

In both cases the device is the same— expanded requirements for continuation and



Mr. Julius Brecht 

Page 2

qualification for NCUA share insurance by state-chartered credit unions through 
application of operational regulations that have no direct bearing cn the degree 

of risk to the share insurance fund. These "empire builders" have accurately 

identified mandatory NCUA share insurance as the stranglehold needed to gain 

regulatory control over state-chartered credit unions.

Unfortunately, we in the credit union movement have been somewhat gullible. 
Accustomed in the past to a benevolent federal regulatory agency, interested in 

encouraging and promoting, as well as regulating credit unions, we have acqui­
esced to and sometimes even encouraged inclusion of provisions for mandatory NCUA 

share insurance in our state credit union laws. That was; I believe, an error in 
judgement on our parts, and will be difficult to reverse in many cases. In ad-, 

dition to the steady stream of NCUA regulations that limit and control the 
operations of state-chartered credit unions, NCUA has proposed operating the 

newly-authorized central liquidity facility in a manner that would undermine the 

movement's central credit union financial system, and my colleagues confirm that 

the agency exhibits ever-increasing arrogance and intransigence in dealing with 

credit unions and their representatives.

Julius, I see that this letter has become longer than I intended, but may help 

you understand our strong desire to permit established, successful alternatives 

to mandatory NCUA share insurance in our pending Alaska state credit union act.

I think you can see that this option is key to, and has become almost as important 
as, the option of state chartering and regulation itself. Our dual chartering 
system of checks and balances is seriously out of whack, with the scales tipping 

precariously in the direction of Washington, D. C. We have the opportunity in 

Alaska to assure from the outset that you truly have the authority and respon­
sibility to utilize your considerable talents in regulating state-chartered 

credit unions, without unwarranted federal interference.

Thanks for taking the time to review this letter and enclosures.

SI

David L. Chatfield 

President

DLC:

Enclosures

bcc: ^Christian Basler



Alaska League Services, t.c .

RHODE ISLAND CREDIT UNION LEAGUE »«™so»eo™,w«»w,«.RHODE ISLAND 02868 / (401) 785 0600

A u g u s t  23, 1979

TO: M e m b e r s  o f  A s s o c i a t i o n  of
C r e d i t  U n i o n  L e a g u e  E x e c u t i v e s

FROM: B o b  B i a n c h i n i

I n  t h e  J u l y  i s s u e  o f  t h e  " T h e  S u p e r v i s o r " ,  t h e  m o n t h l y  p u b ­
l i c a t i o n  o f  t h e  C o n f e r e n c e  o f  S t a t e  B a n k  S u p e r v i s o r s 3 L a r r y  
K r e i d e r ,  C S B S  E x e c u t i v e  V i c e  P r e s i d e n t ,  d i s c u s s e s  t h e  d u a l  b a n k ­
i n g  s y s t e m  a n d  w h a t  m u s t  b e  d o n e  t o  p r e s e r v e  t h e  r e l a t i v e  f r e e ­
d o m  i n h e r e n t  i n  t h e  p r e s e n t  r e g u l a t o r y  s t r u c t u r e . I  w a s  s t r u c k  
b y  t h e  s i m i l a r i t y  o f  t h e  p r o b l e m s ,  p a r t i c u l a r l y  t h o s e  o f  a  r e g ­
u l a t o r y  n a t u r e ,  f a c i n g  t h e  b a n k i n g  i n d u s t r y  a n d  t h o s e  o f  o u r  
c r e d i t  u n i o n  m o v e m e n t .  T h e  f o l l o w i n g  a r e  e x c e r p t s  f r o m  M r .  K r e i d e r 1s  
t a l k  a l o n g  w i t h  s o m e  p e r s o n a l  c o m m e n t s  .............

The d u a l  b a n k i n g  s y s t e m  m e a n s  d i f f e r e n t  t h i n g s  to d i f f e r e n t  
people; b u t  there is o n e  c h a r a c t e r i s t i c  o n  w h i c h  all p r o p o n e n t s  
o f  the s y s t e m  agree: W h e n  p e r m i t t e d  to w ork, it c o n s t i t u t e s  an 
e x c e l l e n t  c h e c k  a n d  b a l a n c e  a g a i n s t  g o v e r n m e n t  m o n o p o l y  in bank 
r egulation.

Today, this c h e c k  and b a l a n c e  is b e i n g  t h r e a t e n e d  m o r e  than 
e v e r  before, " h e r e  are w e l l  o r g a n i z e d  a t t a c k s  o n  the M c F a d d e n  
c o n c e p t  - a t t a : k s  d e s i g n e d  to d e s t r o y  the r i g h t  o f  the s t ates to 
d e t e r m i n e  the b a n k i n g  s t r u c t u r e  b e s t  s u i t e d  to t h e i r  p a r t i c u l a r  
needs; p r o p o s a l s  to c o n s o l i d a t e  and c e n t r a l i z e  b a n k i n g  r e g u l a t i o n  
i n t o  o n e  f e d e r a l  sup er a g e n c y .

I t ’ s  u n f o r t u n a t e  b u t  w e  m u s t  r e c o g n i z e  t h a t  t h r o u g h  o u r  o w n  
a c t i o n s  w e  h a v e  i n  e f f e c t  c r e a t e d  a  s u p e r  f e d e r a l  r e g u l a t o r y  
a g e n c y  i n  t h e  f o r m  o f  t h e  N a t i o n a l  C r e d i t  U n i o n  A d m i n i s t r a t i o n .
NCUA h a s  r e s p o n s i b i l i t y  f o r  c h a r t e r i n g ,  s u p e r v i s i n g 3 i n s u r i n g  a n d  
i n  i t s  l a t e s t  a t t e m p t  t o  e x e r t  a b s o l u t e  c o n t r o l  . . . l i q u i d i t y  
m a n a g e m e n t  t h r o u g h  t h e  n e w l y  c r e a t e d  C e n t r a l  L i q u i d i t y  F a c i l i t y  
f o r  a l l  f e d e r a l  a n d  f e d e r a l l y  i n s u r e d  s t a t e  c h a r t e r e d  c r e d i t  u n i o n s .  
T h e  c r e a t i o n  o f  t h e  C L F  i s  a  c l a s s i c  e x a m p l e  o f  t r a n s f e r r i n g  t o  
t h e  f e d e r a l  g o v e r n m e n t  a  f u n c t i o n  w h i c h  w e  h a v e  e v e r y  c a p a b i l i t y  
o f  m a i n t a i n i n g  o u r s e l v e s . T h e  C L F  i s  n o t h i n g  m o r e  t h a n  a  n e w l y  
c r e a t e d  U.  S .  C e n t r a l  e x c e p t  t h a t  i t  i s  c o n t r o l l e d  a n d  m a n a g e d  
b y  t h e  f e d e r a l  g o v e r n m e n t , a l o n g  w i t h  t h e  u s u a l  b u r e a u c r a t i c  a n d  
r e g u l a t o r y  e n t a n g l e m e n t s .

SERVICE MAKES THE DIFFERENCE



T h e  b a s i c  i ssue c o n f r o n t i n g  the d u a l  s y s t e m  is the t h r e a t  of 
m o n o p o l i s t i c  c e n t r a l i z e d  r e g u l a t o r y  c o n t r o l  o v e r  banking. P l ea se 
r e c o g n i z e  t h a t  this t h r e a t  is real. Not o n l y  are w e  c o n f r o n t e d  
w i t h  a l o n g  list o f  m a j o r  p r o p o s a l s  w h i c h  w o u l d  t a k e  us far in 
the d i r e c t i o n  of a federal b a n k  r e g u l a t o r y  m o n o p o l y ,  w e  also are 
c o n f r o n t e d  w i t h  m o r e  c e n t r a l  oriented, m o n o p o l i s t i c  m i n d e d  bank 
r e g u l a t o r y  b u r e a u c r a t s  than at any time in histo ry. S o m e  of th em 
want, and a few e v e n  state so openly, federal m o n o p o l i s t i c  c o n tro l 
o v e r  banking! But alas, it tends to be these same p r o p o n e n t s  of • 
m o n o p o l y  in g o v e r n m e n t  w h o  p r o f e s s  so c o n s p i c u o u s l y  no favor a b s o­
lute f r e e d o m  of e n t r y  into banking, if they c a n  c o n t r o l  banks 
a f t e r  they are c h artered.

M o n o p o l i s t i c  r e g u l a t o r y  control, a l o n g  w i t h  its companion, o v e r­
reg u l a t i o n ,  is the real issue. N o t  o n l y  is it of c o n c e r n  to the 
CSBS, but a l s o  to m a n y  in C o n g r e s s  a n d  in the f e d e r a l  a g e n c i e s  
w h i c h  h a v e  s p a w n e d  the problem.

A g a i n , through our own legislative policy, we have allowed a 
single federal agency excessive regulatory f u n c t i o n s . At the same 
time, we are discouraging competition within regulation between 
state and federal a g e n c i e s , by permitting one individual (The NCUA 
Chairman) the opportunity to impose similar regulations and c o n­
trols to both federal and state chartered credit unions . . . .  
authority which even the comptroller of the currency is not p e r­
mitted to e x e r c i s e . Under present circums t a n c e s , why would any 
state chartered federally insured credit union want to continue 
to maintain a state charter, when the only result is additional 
regulation and examinations and little, if no o p portunity, to 
exercise functions permitted by state law while the NCUA Chairman 
exercises his veto power.

N o t w i t h s t a n d i n g  p r o b lems, there are p o s i t i v e  signs. W i t h  a p o l o­
gies for m y  gram mar, "we've got" lots of h e l p  in o u r  l o n g - r u n  
s t r u g g l e  to limit a n d  r e d u c e  federal m o n o p o l y  and o v e r r e g u l a t i o n .

First, t h e r e  is a b a s i c  n a t i o n a l  i n c l i n a t i o n  for f r e e d o m  from 
i n h e r e n t l y  o p p r e s s i v e  c e n t r a l i z e d  power. I n s t i n c t i v e l y ,  we will 
a l w a y s  f i g h t  for f r e e d o m  - unless the loss of f r e e d o m  goes so far 
th a t  w e  no longe r are c a p a b l e  of fighting! A n d  there i n c r e a s i n g l y  
is a n  u n d e r l y i n g  i n c l i n a t i o n  in our n a t i o n  - and p e r h a p s  in the 
e n t i r e  w o r l d  - t o w a r d  g r e a t e r  p e r s o n a l  f r e e d o m  and less c e n t r a l i z e d  
c o n t r o l  o v e r  o u r  d a i l y  lives. Some M e m b e r s  of C o n g r e s s  and some 
in the f e d e r a l  b u r e a u c r a c y  are out of step w i t h  the n a t i o n a l  trend. 
In o u r  r e l a t i v e l y  d e m o c r a t i c  society, that n a t i o n a l  trend e v e n t u­
all y  w i l l  p r e v a i l  o v e r  c e n t r a l i z e d  p o w e r  and m o n o p o l i s t i c  i n c l i­
na t i o n s  of g o v e r n m e n t  off icials. But, we w i l l  all hav e to w o r k  
to m a k e  t h a t  happen.

Second, C S B S  g e t s  lots of help f r o m  o t h e r  g r o u p s  in this e f f o r t  
to a c h i e v e  c h e c k s  and b a l a n c e s  in o u r  r e g u l a t o r y  system. Help n o w  
c o m e s  f r o m  the N a t i o n a l  Gov ernors' A s s o c i a t i o n ,  the N a t i o n a l  C o n­
fer e n c e  oi S tate L e g i s l a t u r e s ,  state b a nkers a s s o c i a t i o n s  a n d  an 
i n c r e a s i n g  n u m b e r  of M e m b e r s  of Congress.
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Third, m o r e  and m o r e  support  for C S B S  goals  r e f l e c t s  the fact 
that state b a n k i n g  d e p a r t m e n t s  are s t r o n g e r  and m o r e  c a p a b l e  of 
d i s c h a r g i n g  their r e s p o n s i b i l i t i e s  than ever b e f o r e  in history.
The state s y s t e m  o v e r a l l  is as c a p a b l e  and in some areas m o r e  
c a p a b l e  than its federal counterparts. S tate s h a v e  s t i i n g t h e n e d  
their d e p a r t m e n t s  and hav e taken the lead in t e c h n i q u e s  n eeded 
to g e t  the basic  job d o n e  m o r e  efficient ly, w h i l e  f e deral a g e n c i e s  
h a v e  tended to b e c o m e  o v e r b u r d e n e d  by e x c e s s i v e  c o m p l i a n c e  e x a m­
ina t i o n  r e s p o n s i b i l i t i e s  which, in m a n y  cases, h a v e  b e c o m e  c o s t /  
b e n e f i t  ineffective.

We da have the ability to protect tne checke and balances by 
encouraging and fostering the growth and development of a viable 
alternative to federal monopoly and centralized vower. As a basic 
premise we should determine that one reason credit unions choose 
a state rather than federal charter is to minimize , if not elim­
inate altogether, federal control and intervention in its affairs. 
State chartered credit unions should be subject to regulation by 
the states and the states alone. With respect to the insurance 
functiont state share and deposit insurance plans have proven they 
are functionally and actuarially soundt CUNA and the leagues should 
step up their involvement and support of existing plans and the 
establishment of new programs emulating those existing successful 
p r o g r a m s . Cooperative activities with the National Share and 
Deposit Insurance Corporation and the National Association of State 
Credit Union Supervisors should be increased and major goals and 
objectives should be established.

W e  c a n  all be m o r e  e f f e c t i v e  if w e  have b a s i c  g u i d e s  for our 
efforts. W i t h  this in mind, d i s c u s s i o n s  w e r e  h e l d  by state bank 
c o m m i s s i o n e r s  .In 1977 and 1978 , c u l m i n a t i n g  in the C S B S  "Policies 
on the P r e s e n c e  of F e d e r a l  A g e n c i e s  in the E x a m i n a t i o n  and R e g u­
lation  of S tate C h a r t e r e d  Banks and Bank H o l d i n g  C o m p a n i e s "  w h i c h  
w e r e  u n a n i m o u s l y  a p p r o v e d  by the CSBS B o a r d  of D i r e c t o r s  last Fall. 
W h a t  does  this p o l i c y  guide say?

T h e  "Policy" c a l l s  for e q u a l i t y  in s tate and n a t i o n a l  b a n k  
e x a m i n a t i o n  and r e g u l a t o r y  burdens. R e d u n d a n t  f e deral e x a m i n a t i o n s  
and r e g u l a t i o n  of s t a t e - c h a r t e r e d  banks m u s t  be e liminate d. T h e r e  
is no j u s t i f i c a t i o n  for the p r e s e n t  d i s p a r i t y  - u n l e s s  f e deral 
p o w e r  per se is a c c e p t e d  as a v a l i d  goal.

The O f f i c e  of the C o m p t r o l l e r  and state b a n k i n g  d e p a r t m e n t s  
s hould be p r i m a r y  r e g u l a t o r s  of r e s p e c t i v e  n a t i o n a l  and s tate- 
c h a r t e r e d  banks. T h e  FD IC and FRS s hould m a i n t a i n  s p e c i a l i z e d  
i n s u r a n c e  and m o n e t a r y  p o l i c y  roles.

The FDIC s hould h a v e  a p r e s e n c e  in e x a m i n a t i o n  a n d  r e g u l a t i o n  
for s afety and sound n e s s  o n l y  as it relates to its i n s u r a n c e  f u n c­
tion. The FDIC p r e s e n c e  should be e s s e n t i a l l y  the same for state 
as for n a t i o n a l  banks and should be a s p e c i a l i z e d  i n s u r a n c e  p r e s­
ence, not a p r i m a r y  role.
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W e  m u s t  h e l p  M e mbe rs of C o n gress r e a l i z e  the m e r i t s  o f  the 
c h eck s and b a l a n c e s  inherent in o u r  dual system. T h a t  is an o n­
go i n g  e f f o r t  w h i c h  has o n l y  begun.

W e  m u s t  study federal statutes and d r a f t  revisic is c o n s i s t e n t  

w i t h  o u r  goals.

W e  m u s t  d e v e l o p  g r e a t e r  l e g i s l a t i v e  s t r e n g t h  a t  state and 
fe deral levels. Obviously, the d e v e l o p m e n t  o f  p r a c t i c a l  l e g i s­
lati v e  s t r e n g t h  is a m a j o r  focal p o i n t  o f  this e n t i r e  "Policy" 
effort.

Serious consideration should be given to the introduction of 
federal legislation separating the f u n d i  or" of NCUA in a similar 
manner to those of the comptroller of the currency, the FDIC and 
the Federal Reserve Bank, with each member of the NCUA Board 
assuming the administration of those separate f u n c t i o n s . No one 
individual should enjoy absolute regulatory authority and control 
over our credit union movement . . . .  de facto or otherwise.

Along with 7egislative efforts, we should adjust our relation­
ship with NCUA . . . .  openly and without rancor. The paternalistic 
relationship between NCUA and our movement is just not working and 
it's time we recognized that fact. We must view NCUA, as it c o n­
tinues to gain and expand its centralized powers as any other f e d­
eral bureaucracy with its accompanying regulatory burdens. We 
should reaffirm our basic belief that the government should do for 
us only those things which we can't do as well or better for o u r­
selves. And if it is in our best interest, in order to obtain 
certain services, to deal with an alternative federal agency we 
should not hesitate to do so. For instance, if credit union escape 
from monetary policy is a concern of our government officials, one 
suggestion would be to oropose U. S. Central membership in the 
Federal Reserve with ,.e extension of controls through the U. S. 
Central to its member^."'ip. In return, direct entry to the clearing 
system and discount window privileges should be granted.

P r o b l e m s  n otwithstanding, we should n o t  a s s u m e  that our s y s t e m  
of s t a t e / f e d e r a l  checks and b a l ance s is n e a r  d e a t h  nor that f e d­
eral b u r e a u c r a t s  will, in fact, g a i n  so m u c h  c e n t r a l i z e d  p o w e r  and 
w i l l  r e g u l a t e  to such an extreme that we w i l l  lose m a n y  of o u r  basic 
p e r s o n a l  freedoms as well as the f l e x i b i l i t y  in b a n k i n g  n e e d e d  to 
s e r v e  d i v e r s e  trade areas. If we a c c e p t  that ass umption, it m i g h t  
b e c o m e  s e l f-fulfillin g. W h a t  we all m u ^ t  r ecogn ize, however, is 
t h a t  there are powerful forces at work, a t t e m p t i n g  to a c h i e v e  a 
f e der al m o n o p o l y  and over r e g u l a t i o n .

T h o s e  forces will fail. F o r cef ul a t t e m p t s  to c e n t r a l i z e  and 
r e g u l a t e  o u r  d a i l y  lives are s e tting in m o t i o n  e v e n  m o r e  p o w e r f u l  
c o u n t e r f o r c e s  w h i c h  e v e n t u a l l y  will r e s t r a i n  those on the P o tomac 
w h o  a r e  so sure they know w h a t  is b e t t e r  for the c i t i z e n s  of far 
a w a y  s tate s than do the citizens of those states w o r k i n g  t h rough 
t heir d e m o c r a t i c  process.
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m e n t  of a r r o g a n c e  and d i s r e s p e c t  for the d e m o c r a t i c  process, p a r­
tic u l a r l y  a t  the state level. It o n l y  leads to m e d i o c r i t y  and 
is no t progre ssive, so the a r g u m e n t  goes. Well, w e  all w a n t  
c h a n g e  w h e r e  c h a n g e  w i l l  be u s e f u l  to society; b u t  h i s t o r y  teaches 
t h a t  f r e e d o m  and b r o a d l y  b a s e d  g o v e r n m e n t a l  d e m o c r a t i c  p r o c e s s e s  
are a far s u p e r i o r  w a y  to a c h i e v e  p r o g r e s s  t h a n  a n  e l i t i s t  g o v­
er n m e n t  monopoly.

It shall be m o s t  i n t e r e s t i n g  to w a t c h  these two basic forces 
a c t  and c o u n t e r a c t  over the n e x t  d e c ade. B e t  on f r e e d o m  and the 
d e m o c r a t i c  process! T h e y  w i l l  p r e v a i l  o v e r  elitism, g o v e r n m e n t  
m o n o p o l y  and o v e r r e g u l a t i o n !

Our leadership at both national and state levels should r e c­
ognize the CLF for what it 'really is . . . .  a duplicate U. S. 
Central3 performing vir.'l ■.ally identical functions (particularly 
if it is granted depository powers and tax exempt status as 
recently proposed to Congress by NCUA) and seeking the same m e m­
bership . . . .  our credit unions. A competitive relationship 
exists between our U. S. Central and the CLF . . .  so let's stop 
ignoring that fact and establish rxtional courses of action. To 
begin w i t h t under no circumstance j should NCUA be permitted to 
examine any state chartered corporate credit union or the U. S. 
Central (Would Chase Manhattan invite Citibank in to determine 
who its major customers are?). Federally chartered corporate credit 
unions in states where strong state laws exist should convert to 
state charters . . . .  and as I said earlier upgrading CUNA and 
the leagues' working relationships with NSDGA and NASCUS should 
become a major p r i o r i t y . We must increase our efforts to acquaint 
our individual state regulatory agencies with N C U A’s growing m o n o p­
olistic centralized regulatory control over the credit union m o v e­
ment. Goals and objectives to preserve federal and state checks 
and balances should be established with our state supervisors, 
including necessary legislative p r o g r a m s .

Finally . . . .  the U. S. Central represents our strongest 
tool for preserving a credit union movement which offers a choicej 
and credit union leaders throughout our nation should recognize 
that fact and respond a c c o r d i n g l y .
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R e s e r v e s  o f  I n s u r e d  C r e d i t  U n i o n s , "  d e s i g n e d  to i m p o s e  a 

u n i f o r m  5% g e n e r a l  l i q u i d i t y  r e s e r v e  o n  all f e d e r a l l y  i n­

s u r e d  c r e d i t  u n i o n s ,  the N a t i o n a l  A s s o c i a t i o n  o f  S t a t e  

C r e d i t  U n i o n  S u p e r v i s o r s  (NASCUS) a d o p t s  a p o s i t i o n  i n  o p ­

p o s i t i o n  t o  ;he p r o p o s e d  r e g u l a t i o n .

N A S C U S  o f f i c i a l s  f e e l  t h a t  each, s t a t e  r e g u l a t o r  c a n  p r o­

t e c t  t h e  p u b l i c  i n t e r e s t  a n d  t h e  s a f e t y  a n d  s o u n d n e s s  o f  s t a t e  

c h a r t e r e d  c r e d i t  u n i o n s  w i t h o u t  f u r t h e r  i n t r u s i o n  by t h e  f e d e­

r a l  g o v e r n m e n t .  N A S C U S  m e m b e r s  h a v e  a l w a y s  e n d o r s e d  a n d  

p r o m o t e d  t h e  c o n c e p t  o f  s o u n d  l i q u i d i t y  m a n a g e m e n t  f o r  s t a t e  

c h a r t e r e d  c r e d i t  u n i o n s .

T h e  m a j o r  s h i f t  in p o l i c y  d i r e c t i o n  by t h e  N C U A B  w h i c h  

t h i n  d e n o t e s  w i t h  r e g a r d  to t h e i r  c o n f i d e n c e  in s t a t e  r e g u­

la t i o n  o f  c r e d i t  u n i o n s  is u n n e c e s s a r y  and u n w a r r a n t e d .  T h e  

h e a l t h y  r e l a t i o n s h i p  a l r e a d y  e s t a b l i s h e d  b e t w e e n  N C U A B  a n d  t h e  

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

c o n t i n u e d  h a r m o n y  a n d  c o o p e r a t i o n ,  n o t  w i t h  a d d i t i o n a l  r e g u­

lation.

c o n t i n u e d



E s p e c i a l l y  o n o r o u s  is the D e p l e t i o n  a n d  R e p l e n i s h m e n t  S e c t i o n  

742.4, w h i c h  requires state c h a r t e r e d / f e d e r a l l y  i n s u r e d  c r e d i t  

u n i o n s  to n o t i f y  the a p p r o p r i a t e  N C U A B  R e g i o n a l  O f f i c e  w h e n  i t ‘s 

r e s e r v e s  d i p  b e l o w  5%. T h i s  s e c t i o n  e f f e c t i v e l y  b y - p a s s e s  the 

s t a t e  s u p e r v i s o r y  a u t h o r i t y  - a n  o b v i o u s  a f f r o n t  to t h a t  s t a t e ' s  

r i g hts.

I n  additi on, the state c h a r t e r e d  c r e d i t  u n i o n s  w o u l d  t h e n  b e  

r e q u i r e d  t o  r e p o r t  to two r e g u l a t o r y  b o d i e s ;  the N C U A B  R e g i o n a l  

O f f i c e  and t h e  r e s p e c t i v e  state r e g u l a t o r y  agency. It is o u r  r e -  

' c o m m e n d a t i o n  that this s e c t i o n  b e  a p p l i e d  o n l y  to f e deral c r e d i t  

u n i o n s .  If, a f t e r  c a r e f u l  e x a m i n a t i o n  o f  the i s s u e s  raised, the 

N C U A B  d e t e r m i n e s  to e n a c t  this sectio n, w e  p r o p o s e  t h a t  the s t a t e  

a g e n c i e s  b e  a u t h o r i z e d  to a c t  as the s u p e r v i s o r s  a n d  e n f o r c e r s  o f  

the r e g u l a t i o n .

F o l l o w i n g  c a reful  c o n s i d e r a t i o n  o f  bhe e n t i r e  p r o m u l g a t e d  r e g u­

lat i o n  N A S C U S  r e c o m m e n d s  that N C U A B  s h o u l d  o f f e r  the 5% l i q u i d i t y  

r e q u i r e m e n t  as a r e c o m m e n d e d  v o l u n t a r y  g u i d e l i n e ,  not as a r e g u l a t i o n  

w i t h  t h e  e f f e c t i v e  i m p a c t  o f  law. A  r e g u l a t i o n  c o u l d  be i m p l e­

m e n t e d  by a d m i n i s t r a t i v e  s a n c t i o n  by e a c h  s t a t e  superv isors if t h e y  

d e e m e d  t h a t  such a r e g u l a t i o n  is needed.

#  #  # # * • #
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PE: Liquidity Reserves of Insured Credit Unions

Dear Chairman Connell:

the collective voice of state credit union regulatory departments, has 

reviewed the proposed NCUA regulation to establish a 5% general liqui­

dity reserve requirement for all federally insured credit unions and 

offer the following carments:

Proposed Liquidity Requirement . ■

NASCUS opposes the NCUA in pre-empting states'rights in extending 

a 5% liquidity reserve requirement to state chartered/federally insured 

credit unions. We feel that such action on the part of the NCUA is not 

needed, not wanted and not warranted at this time. We do not recognize 

a demonstrated need at this time for such a sweeping regulation.

Liquidity regulations and policies exist for share drafts and over-
* I .

all liquidity in many states at the present time (see appendix). The 

NCUA's proposed regulation will result in duplication of effort and con­

fusion among state chartered credit unions. State regulators have dealt 

with liquidity reserves on a formal and informal basis for many years.

We can continue to protect the public interest and the safety and sound­

ness of state chartered credit unions without the intrusion of the federal 

government.

Regulation is most effective at the state level. At this level, the 

state supervisor can use his discretion in developing regulations that 

reflect local market conditions or the particular problems of specific 

credit unions. Broad, sweeping regulations promulgated by the federal 

government result in rigid rules that fail to take into account the in­

tricacies or special problems of credit unions. As an example, if National



o r  local economic trends force an outflow of shares, state regulators are 

m u c h  closer to the situation than the NCUA and can react m u c h  faster, wi t h  

remedial action, to stem the flew o f  share withdrawals.

NASCUS m e m b e r s  have always endorsed and promoted the concept o f  sound 

liquidity m anagement for state chartered credit unions. W e  feel that such 

m anagement practice is prudent and in the best interest o f  credit union m e m­

bers. W e  constantly encourage credit unJLon managers to employ such concepts. 

W e  d o  n o t  feel that the federal government should mandate strict liquidity 

requirements for credit unions in place o f  independent management judgements.

Research Design

The economic justification provided by the NCUA does not isolate and 

provide an analyst«= of only state chartered/federally insured credit unions.

In place, the data report groups the liquidity of both state a n d  federally 

chartered credit unions as a n  aggregate figure. W e  feel that i f  N C U A  desires 

to regulate state chartered/federally insured credit unions, i t  should break­

ou t  the state chartered data and provide a  separate analysis o f  the situation.

Additionally, the data is compiled as of December 31, 1978 which is now 

over 7 months old. The liquidity situation may have changed significantly 

since that time and not be reflected in data used by the NCUA in its decision­

making process. Several states have reported strong liquidity positions, i.e., 

North Carolina, Nebraska, Texas and Georgia (see appendix), and see no need for 

a federal regulation on liquidity in their states. We feel that a decision 

of this magnitude should be based on current data, not information that is 

more than 1/2 year old.

Depletion and Replenishment

We vehemently object to Section 742.4 Depletion and Replenishment, where 

state charter ed/federally insured credit unions shall notify the appropriate 

NCUA Regional Office and shall replenish its liquidity reserve to the required 

level within 60 days, unless an extension is approved by the’ Administration. 

This section completely bypasses the state supervisory authority. Moreover, 

it sets up a mechanism for the NCUA to regulate and supervise state chartered/ 

federally insured credit unions. State chartered credit unions will have to 

report to two regulatory bodies, both the NCUA Regional Office and their res­

pective state regulatory agency.



We suggest that this section apply to only federal credit unions. If the 

regulation is indeed approved, we recormend that the state agencies act as the 

supervisors and enforcers of the regulation.

Federal Pre-emption

We have not seen a discussion of the federal pre-anption question in this 

regulation. This regulation, if implemented, vail conflict with existing 

statutes and administrative actions and policies in several states. As an 

example, Tennessee, Iowa, Utah and North Dakota have liquidity regulations 

mandated by statute pertaining to share drafts authorized under their state 

programs. This proposed regulation will result in those state chartered cre­

dit unions having to comply with a regulation for share drafts and a separate 

regulation for all member accounts and notes payable. Needless to say, such 

duplication is not needed.

The state of Georgia has had a 5% liquidity policy for several years. The 

Michigan Department of Financial Institutions has recently instructed all state 

chartered credit unions to establish a liquidity policy. Please reference the 

Comparative Digest of Credit Union Acts published yearly by the Credit Union 

National Association for additional state reserve requirements.

Alternative

NASCUS believes that the NCUA should state the 5% liquidity requirement 

as a  recommended voluntary guideline, not as regulation with the force and 

effect of law.

We have shown that the liquidity situation is not severe in several states, 

and that these states should not be saddled with a regulation that is intended 

for someone else. In effect, why should the majority of state chartered credit 

unions be affected by a regulation, when only a minority may be experiencing a 

liquidity squeeze?

Your point of sound liquidity management is well taken. We differ in the 

method of implementation. We feel that the states will promulgate a liquidity 

regulation if the situation warrants such action. As we have shown, not every 

state needs such a regulation.

The NCUA recommended guideline could be implemented by administrative sanc­

tion of state supervisory authorities. Each state agency, if they deemed that 

such a regulation was necessary in their particular state, could promulgate such 

a regulation.



NASCUS recognizes the legitimate interest which the NC U A  has in protecting 

the soundness of their share insurance fund- However, the present liquidity 

situation is being adequately handled by the states, and w e  do n o t  see a need 

for such a  sweeping regulation.

This proposed regulation reflects a m aj o r  shift in policy direction by the 

NCUA w i t h  respect to NCUA confidence in state regulation o f  credit unions. The 

federal/state partnership that has developed over the years between the NC U A  and 

the state credit union supervisors has been successful. This partnership has 

worked well and w e  question the need to extend such a regulation to the states 

a t  this time. v

W e  hope that y o u  will take our carments into consideration w h e n  drafting 

your final regulation o n  liquidity reserves.

V e r y  truly yours,

Oliver G. Barnett 

President

OGB/mrf



S e n a t o r  B r a d  B r a d l e y  

1530  B e a v e r  P l a c e  

Anc ho r a g e ,  A K  99501

D e a r  S e n a t o r  Bradley:

O n  b e h a l f  o f  the B o a r d  of D i r e c t o r s  a n d  m e m b e r s  o f  thi s c r e d i t  u n i o n  I

w i s h  to t h a n k  y o u  for the  time a n d  e f f o r t  y o u  g a v e  in h e l p i n g  to g e t  "State

G e n e r a l  F u n d  I n v e s t m e n t s  i n  A l a s k a  C r e d i t  U n i o n s . "  I ca n a s s u r e  y o u  that

the funds this c r e d i t  u n i o n  r e c e i v e s  w i l l  s t a y  in  A l a s k a  a n d  be us e d  to loan

to A l a sk an s.

Sinc ere ly ,

E t h e l  F a y e  Stoneman, M a n a g e r
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Senator Brad Bradley 
P. 0. Box 8-0 
Anchorage, AK 99508 IrQffcVxiANCHORAGE

P o u c h  7 -5 0 5
A n c h o r a g o , A la s k a  9 9 5 10
W . E .  S A M P L E S

G e n e r a l M a n a g e r  
R . N .  R I C H A R D S O N

M a n a g e r  
M A R S H A L L  E L L I S O N

A s s is ta n t  M a n a g e r
19071 2 7 6 - 1 C 1 1

Dear Senator Bradley

Thank you for your letter of April 6th in which you 
enclosed a copy of Senate Bill 225. In reviewing 
that piece of legislation I find that it is a dupli 

cate of previous year's bill therefore I would need 
a copy of the redraft.

I am in great hopes that a hearing might be found on 
this particular Bill prior to adjournment. It we 
can get it through one committee we might have a better 
chance to get it completed next year. If it is not 
processed at all this year I am sure there will be 
difficulty concluding it next year.

FAIRBANKS 
B o x  870
F a ir b a n k s , A la s L c  99707 
P . J .  S C H U L E R  M a n a g e r  
(907) 4 56 -23 82

W. ST. Samples 
General Manager

KODIAK
P . O .  B o x  10 9  
K o d ia k , A la s k a  9 9 C 15
J . T .  J O H N S O N  M a n a g o r
(907) 4 87-5340

JUNEAU 
B o x  13 0 7
J u n e a u ,  A la s k a  99 80 2  
R .W .  C O O P E R  M a n a g o r  
(907) 7 8 9 -2 12 8

______



C I T Y  OF F A I R B A N K S  F E D E R A L  C R E D I T  UNI ON
BOX 2332 452-3371 FAIRBANKS, ALASKA 99701

April 18, 1979

Senator Brad Bradley 

Chairman, Senate Commerce Committee 

Alaska State Legislature 

Pouch V

Juneau, Ak. 99811 

Dear Senator Bradley:

After reviewing Senate Bill 225 which provides for State chartered credit 

unions, I have some comments based on my experience as Manager of our credit 

union.

Page 9, Section 06.40.120 - Supervisory Committee

Annual audits should be considered as opposed to semi-annual. The scope 

of Supervisory Committee audits is extensive therefore only once a year 

is necessary. For smaller credit unions, if the audit is conducted by an 

ourside firm, this car. be an expensive proposition. If conducted by the

Supervisory Committee, which consists of volunteers who may or may not

have accounting backgrounds, an audit can take quite a bit of time which 

could have the effect of discouraging volunteers.

Also, under this Section it states that at least one-half of passbooks or 

accounts must be verified each year. This has some of the same ramifications 

as s:.ated above, i.e., time and expense.

Page 6, Section 06.u0.080 - Member Meetings

/ Rather than a mandatory simple majority to conduct an Annual Meeting, a stated 

minimum should be considered. The majority concept places a burden on credit 

unions to get such a majority of members to attend. If their membership is spread

in several different localities or is involved in shift work, or there are no

suitable facilities to accomodate a large group, the credit union is placed in 

the position of not conforming with the State law.

Thank you for this opportunity to comment on SB 225 and for your interest in the 

credit union movement in general.



ALASKA CREDIT UNION LEAGUE
2509 EIDE STREET, SUITE 4 

ANCHORAGE, ALASKA 99503 
(907) 278-4949

April 23, 1979

The Honorable Brad Bradley 

The State Senate 
Pouch V
Juneau, Alaska 99B11 

Dear Senator Bradley:

Thanks for your recent letter and the copy of the proposed Committee sub­
stitute for Senate Bill 225, the Bill for a State Credit Union Act.

As you recall, differences between last year's bill (also introduced this 
year as SB 225 and HB 452) and this proposed Committee substitute were 

generally those suggested by Division of Banking Director Julius Brecht 

in discussions with our staff. We have no objections to the inclusion of 

provisions desired by the Banking Division to enhance the regulatory and 
supervision process, and are pleased to have Mr. Brecht's assistance in 
drafting the bill.

We keenly regret, however, that revisions caused the bill to become entan­
gled in the logjam of proposed legislation pending review by the Division 

of Legal Services. This lengthy delay has apparently resulted in the bill 
not receiving full legislative consideration again this year. We know you 
agree that the bill deserves full consideration, and that decisions based 
on the merits of the issues should be made without further delay. Your 
assistance in this effort is much appreciated and will be reported to our 

membership at the conclusion of this year's legislative session.

We also appreciate the efforts by those involved in legislative analysis 

to clarify and simplify language in the Committee substitute. Most of 

their changes are constructive in cleaning up old "boilerplate" language. 
However, some of the changes they made resulted in substantive rather than 

technical changes to certain sections of the bill. It's unfortunate they 
didn't take the opportunity to contact our staff during analysis of the 
Committee substitute, as we suggested to Mr. Brecht and your staff, since 
we would have been able to explain why certain phrases and terms were 

used and should be retained. We appreciate this opportunity to make sug­
gestions for changes in the proposed Committee substitute, CSSB 225.
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Page 4, lines 15-19, Sec. 06.45.060. Membership. —  In modifying the 
Committee substitute, certain language concerning availability of member­

ship was taken from Sec. 06.45.030. By!aws, and inserted in this section 
instead. We agree with this rearrangement, but find that the section 

dealing with membership of organizations and associations composed prima­
rily of members was dropped in the transition. Accordingly, we suggest 
that Sec. 06.45.060 (C), Page 4, lines 15-19 of CSSB 225 be changed to 
read as follows:

"(C) Organizations, associations and partnerships composed primarily 

^ of individuals who are eligible for membership, and corporations 
Q / whose stockholders are composed primarily of individuals who are 

eligible for membership, may be admitted to membership in the same 
manner and under the same conditions as individuals."

Page 5, lines 2 and 3, Sec. 06.45.070. Powers. -- Under (6) the term 
"Share Certificates" was changed to "Time Certificates". Share certif­
icates iri credit unions do not have precisely the same function as time 
certificates in other institutions, and we disagree with this change. 
Further, inasmuch as share certificate and other types of accounts are 

separately defined in Sec. 06.45.500, we suggest that Sec. 06.45.070(6) 
page 5, lines 2 and 3 of CSSB 225 be changed to read as follows:

"(6) Receive savings from its members in the form of share accounts, 
deposit accounts, share certificate accounts or special purport 

thrift accounts;"

Page 5, line 6, Sec. 06.45.070. Powers. -- In (8) the words "an aggre­
gate" were changed to "a total". We're concerned that this could be 

construed to mean that a credit union could borrow a total of 50% of un­
impaired capital and surplus from one source, and could borrow similar 

amounts from additional sources, obviously an unsafe and unsound practice. 
We suggest that the words "an aggregate" replace the words "a total" on 
page 5, line 6 of CSSB 225 to help clarify the intent.

Page 6, line 12, Sec. 06.45.070. Powers -- In (20) following "honor

requests for withdrawals of those savings" the words "in any form" were
removed. We feel this phrase is important in clarifying that remote with­
drawals, i.e., share drafts, automatic teller and point-of-sale terminals, 
correspondent credit union relationships, etc., are permitted. We suggest 
that the words "in any form" be inserted after the word "savings" on page 
6, line 12 of CSSB 225 to help clarify the intent.

Page 15, lines 4-8, Sec. 06.45.200. Special Accounts —  Certain changes 

and omissions occured during legislative analysis. Inasmuch as these 
accounts are specifically covered under both "powers" and "definitions" 

sections of the bill, we suggest that this section be deleted entirely and 
subsequent sections be renumbered accordingly.
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Page 15, line 22, Sec. 06.45.210. Multiple Party Accounts. —  Wording 

changes in legislative analysis help to clarify this section, but we 
suggest that the words "qualify as", page 15, line 22 be deleted, and 

the word "constitute" be substituted therefor. This will clarify that 
accounts listed in Sec. 06.45.210(b) are not subject to the limitations 
under Sec. 06.45.210(a).

Page 18, line 15-16, Sec. 06.45.250. Loans —  The words "on any business 
day" were deleted from (f) relating to repayment of loans without prepay­
ment penalty. These words, taken from the Federal Credit Union Act, 
clarify that loan repayments will be accepted and posted as of the regu­
lar business day received. Otherwise, credit unions could be expected 

to post as of an evening or weekend a member's loan payment was attempted 
or postmarked. We suggest the words "on any business day" be inserted
after the word "part" on page 18, line 15 of CSSB 225.

Page 18, lines 17-19 and 22, Sec. 06.45.250. Loans.(g) —  Here again we
note the use of the word "total" in place of "aggregate". We are concern­

ed that it could be construed that more than one loan or line of credit 
to a member, each of which could total 10% of the credit union's unimpair­
ed capital and surplus could be extended. This limitation is intended to 
apply to the aggregate loans or lines of credit to a member, and would be 

more clearly stated in that manner. The following adaptation of the lan­
guage from the Federal Credit Union Act is suggested to replace Sec. 06. 

45.250 (g), page 18, lines 17-19 of CSBB 225:

"(g) A loan or line of credit may not be made to a member if, upon 

the making of that loan or line of credit, the member would be in­
debted to the credit union upon loans made to him in an aggregate 
amount which would exceed 10 per cent of the credit union's unim­
paired capital and surplus."

Page 18, line 22, Sec. 06.45.250. Loans (h) —  Again, we suggest use 
of the word "aggregate" in place of the words "the total".

Page 21, line 15, Sec. 06.45.300 Investments (6) -- It appears the ana­
lyst incorrectly assumed we had used abbreviations in listing the facility 
as "U.S. Central Credit Union" and turned it into "United States Central 
Credit Union" which, to our knowledge, does not exist. We suggest restor­

ing the correct name of the institution, as incorporated under the laws of 
the state of Kansas, which is "U.S. Central Credit Union".

Page 21, line 24, Sec. 06.45.310. Reserve Allocations —  In changing the 
term "accounting period" to'talendar year", the analyst suggests that re­

serve allocations would not have to be made with each period for which the 
books are closed and dividends calculated and posted, but only at the end 

of the year. While we appreciate the attempu to lessen our accounting
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requirements(virtually all credit unions post dividends more often than 

annually), we suggest that good business practice dictates the calculation 
and posting of reserve allocations prior to declaring dividends (as re­
quired by NCUA). We suggest deleting the words "calendar year" on Page 
21, line 24, and substituting the words "accounting period" therefor.

Page 23, line 14 —  We suggest use of the title "Commissioner" instead 
of "Department" to be consistant with the rest of the bill.

Page 24, line 3, Sec. 06.45.330. Merger.(a) -- After the words "present
at" we suggest striking the "a" and adding an "s" to the word "meeting" 
to make it plural. This would clarify that one grand membership meeting 

of all merging credit unions is not required to vote on a proposed merg 
er, rather that each credit union's membership should have a separate 

meeting to consider the merger, as is the custom elsewhere.

Page 24, line 14, Sec. 06.45.330. Merger (c) —  The analyst has removed 
the 60-day requirement for action by the Commissioner on a proposed merg­

er, thus leaving an open-end time period. We suggest restoring the 60-
day requirement by inserting the words "within 60 days of receipt" after 
the word "and" on page 24, line 14.

Page 25, lines 21 and 23 —  Again, the analyst has used "department".

We suggest using the title "Commissioner" for consistancy with the rest 
of the bill.

Page 29, lines 16 and 17, Sec. 06.45.470. Exemption from Taxation, (a)

—  The term "shares and deposits" is used in the exemption. To clarify 
that all types of accounts, as defined in Sec. 06.45.500 are to be exempt, 
and that the exemption is not limited only to "shares and deposits", we 
suggest deleting the words "shares and deposits" on page 29, lines 16 and 
17, and substituting the word "accounts" therefor.

That completes our suggestions for changes in CSSB 225. Again, we appre­
ciate the opportunity to analyze changes made by the Division of Legal 

Services. The many technical amendments they made that we have not dis­
cussed have improved and clarified certain sections of the bill.

We look forward to further progress on this important bill and stand ready 

to assist you in any way possible.

Sincerely,

David L. Chatfield 

President

DLC:sal



A pril 19, 1979

Senator  Brad Bradley
Chairman, Senate Co mmerce Com mittee
A l a s k a  State Senate
Pouch V
State Capitol
Juneau, A l a s k a  99811

Dear Brad:

Thank you for sending me the infor m a t i o n  and the copy of 
SB 225 p r o v i d i n g  for state credit unions.

We continue to oppose this legisla tion as it b a s i cal ly 
e s tab lishes a commercial bank o p e r ating under the title 
of "credit union". This gives the cr edit union all barking 
powers w i t h o u t  the regulations, taxation and p rotection 
to the depositor s that the c ommercial b a n k i n g  system 
offers.

The arguments made by the credit unions that a state 
c h art er is necessary is misleading. At the p r e s e n t  time 
to our knowledge  there are no people that cannot be served 
under the federal chartering. To expand to state charte r i n g  
wi l l  only increase our cost of g o v e r n m e n t  and not serve 
the public in any beneficial  way. I w o u l d  hope that this 
Bill w o u l d  not become law this or next Sessi on as, in my 
opinion, it is not a good piece of legislation, nor will 
it develop the free enterprise  system. If credit unions 
w a n t  to be commercial banks, regulate  them identically.
The cost of d oing business is the same, and the prote c t i o n  
is afforded to the depositors.

Senior Vice  President

R T H :mr OFFICES STATEWIDE



R. A. KENNARD
P R E S ID E N T

April 26, 1979

Senator Brad Bradley 

Pouch 5 D  

State Capitol 

Juneau, A K  99811

D e a r  Brad:

I received your letter of April 6th regarding the Senate Bill #225 providing 

for state credit unions and have talked to the other bankers at a meeting the other 

day and wanted to let you k n o w  that although you had not heard too m u o h  f r o m  the 

bankers, we still feel that this credit union bill would not be a good thing for the 
people of the State of Alaska.

W e  continue to feel that it is nothing but a commercial bank under the guise 

of being called a credit union and one that is very liberal without proper controls 

and without proper capitalization. W e  also feel that it is a type of financial institu­

tion that is unfair competition because of the faot that it does not have to pay taxes. 

T h e y  can compete in every w a y  and in m o r e  ways than commercial banks but yet 

do not have to pay taxes.

I was mentioning this to a state person the other day that if we establish 

enough of these types of non-taxible entities that in time there would not be suf­

ficient taxes to pay the salaries of the state people or legislators.

Brad, I k n o w  that you are under pressure, but really when you look at this 

type of legislation, it cannot be good for the community, cannot be good for the 

State and, of course, is very bad for the tax paying institutions of Alaska. W c  

certainly hope that you oan contain it and not allow it to b e c o m e  law.

Sincerely.

President

R A K / l c

M E M B E R  F E D E R A L  D E P O S I T  I N S U R A N C E  C O R P O R A T I C
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DEPARTMENT OF COMMERCE A 
ECONOMIC DEVELOPMENT

DIVISION OF BANKING. SECURITIES. SMALL LOANS ft CORPORATIONS
POUCH D
JUNEAU. ALASKA 99811

Honorable Brad Bradley 
Chairman, Senate Commerce Committee 

P.O. Drawer 8-Q 

Anchorage, Alaska 99508

Dear Senator Bradley:

I have just reviewed the transcript for the hearing which your 
committee held on July 25-26, 1979 on the proposed CS SB225, an Act 
providing for state-chartered credit unions.

I note from the testimony towards the end of the July 2G hearing that it 

would appear that you and Senator Sturgulewski would like to see draft 

regulations in the areas of field of membership, share drafts, and 
application procedures. I said, during the hearing, that the division 

would certainly cooperate with the committee if it wanted to become more 
directly involved in the review of proposed regulations, separate from 
the authority for the Legislature to review all regulations of State 
agencies. I would draw your attention to the fiscal note that was sub­

mitted along with n\y testimony. That fiscal note provides for funding 
for an individual to draft regulations and to se~ up procedures for the 

regulating of credit unions under CS SB225. It may, therefore, be 
premature to come up with draft regulations prior to the enactment of 

the bill.

I would suggest that if the committee feels_strongly that certain guide- 

.lines be followed in the drafting of those regulations, that thecom- 

mittee adopt a Letter of Intent setting out those guideline^. J would 

HjfThapp.y to discuss this further with you as well Its members of vqllt 

committee and staff. Mv reason for hesitating in drafting regulations 
at this time, is that we have no assurance that the bill that may be 

eventually enacted will be, in fact, that which is presently before the

September 17, 1979

0 8 -H1 4L H



Honorable Brad Bradley September 17, 1979

committee. In n\y estimation, it would be best to draft regulations 
after we have a firm statement from the Legislature as to what the law 
is going to be.

In any event, please do not hesitate to contact me if vou have any 
further comments on the matters touched on in this letter orother 
matters relating to this bill.

incerely

Julius J. Brecht 
Di rector

JJB/5/7



M I N U T E S 6  22.5 CVedcr One an
J u l y  26, 1979

The t e l e c o n f e r e n c e  h e a r i n g  w a s  c a l l e d  to o r d e r  b y  C o m m i t t e e  Chairman, 
Br a d  B r a d l e y  at 9:15 a.m. T h e  o n l y  o t h e r  c o m m i t t e e  m e m b e r  presen t was 
S e n a t o r  A r l i s s  S t u r g u l e w s k i ;  S e n a t o r  T e r r y  S t i m s o n  w a s  r e p r e s e n t e d  
by L i c i a  Piceno. R e p r e s e n t a t i v e  T e r r y  M a r t i n  w a s  in a tte ndance and 
p a r t i c i p a t e d  in the p r o c e e d i n g s .  C o m m i t t e e  staff m e m b e r s  in a t t e n d­
ance w e r e  C h r i s t i a n  B a s l e r ,  J on M a t h i s o n  and L u c i  Te nni s o n .  The 
t e l e c o n f e r e n c e  t o o k  p l a c e  in the L e g i s l a t i v e  I n f o r m a t i o n  Office in 
A n c h o r a g e .

A t t a c h e d  is a t r a n s c r i p t  of the p r o c e e d i n g s  t a k e n  f r o m  a taped r e c o r d­
ing. A l s o  a t t a c h e d  are c o p i e s  of w r i t t e n  t e s t i m o n y  a n d  a list of 
those t e s t i f y i n g  f r o m  the v a r i o u s  t e l e c o n f e r e n c e  sites.



S E N A T E  C O M M E R C E  C O M M I T T E E  
T E L E C O N F E R E N C E

J u l y  26, 1979

A N C H O R A G E

A l a s k a  C r e d i t  U n i o n  L e a g u e  
D a v i d  C h a t f i e l d

A l a s k a  P a c i f i c  Bank 
G e o r g e  D i e n e r

F A I R B A N K S

E i e l s o n  E m p l o y e e s  F e d e r a l  C r e d i t  U n i o n  
A n i t a  D a v i s

Ft. W a i n w r i g h t  F e d e r a l  C r e d i t  U n i o n  
E t h e l  S t o n e m a n

W i e n  E m p l o y e e s  F e d e r a l  C r e d i t  U n i o n  
M e b b l e  H ansen

F i r s t  N a t i o n a l  B a n k  of F a i r b a n k s  
M i c h a e l  Weis

K O D I A K

F e d a l a s k a  F e d e r a l  C r e d i t  U n i o n  
T i m  J o h n s o n
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The S e n a t e  C o m m e r c e  C o m m i t t e e  w i l l  come to order. Today, of course, 

w e  are t a k i n g  up the s t a t e  c h a r t e r e d  c r e d i t  u n i o n  bill, C o m m i t t e e  

S u b s t i t u t e  for Senate B i l l  225 and w e  w i l l  start out w i t h  Nome.

T h e r e  w e r e  no w i t n e s s e s  or o b s e r v e r s  in N o m e  at th at time. W e ' l l  

c h e c k  b a c k  w i t h  N o m e  l a t e r  and p r o c e e d  on w i t h  Sitka. T h e r e  w e r e  

no w i t n e s s e s  or o b s e r v e r s  in S itka at that time. P r o c e e d  on to 

Soldotna. T h e r e  w e r e  n o  w i t n e s s e s  or o b s e r v e r s  at t h a t  time.

P r o c e e d  on to Fairb a n k s .  F a i r b a n k s  had th ree w i t n e s s e s .  F i r s t  

w i t n e s s  A n i t a  D a v i s  f r o m  E i e l s o n  C r e d i t  Union.

"Mr. C h a i r m a n  and m e m b e r s  of the Committee, I a m  A n i t a  D a v i s  f r o m  

the E i e l s o n  C r e d i t  U n i o n  and I w o u l d  like to t h a n k  y o u  for the 

o p p o r t u n i t y  of t a l k i n g  w i t h  y o u  this m o r n i n g  and e x p r e s s i n g  my 

s u p p o r t  to the bill t h a t  is b e f o r e  you. I a m  sure t h a t  a f t e r  all 

of t he h e a r i n g s  and all t h a t  y o u  have b e e n  l i s t e n i n g  to that some 

of it has b e e n  v e r y  r e p e t i t i o u s .  We feel, though, that this is 

c a u s e d  b y  the fact t h a t  w e  are all very u n i t e d  in our p o s i t i o n  on 

this bill. The s t r o n g  p o i n t s  in volving the bill are s o m e t h i n g  that 

n e e d s  to be said time and time again. I, personally, have b e e n  w i t h  

the c r e d i t  u n i o n  for 15 years. I b e lieve  in the c r e d i t  u n i o n  m o v e­

men t ;  I b e l i e v e  in A l aska. T h i r t e e n  of those years  t h a t  I have b e e n  

w i t h  the c r e d i t  u n i o n  h a v e  b e e n  in Alaska. I, p e r s o n a l l y ,  feel that 

the A l a s k a n s  are a p r o u d  a n d  i n d e p e n d e n t  p eople and d o  n o t  like to 

be p l a c e d  in the p o s i t i o n  of b e i n g  in the minority. W e  are o ne out 

of o n l y  four s tates left t h a t  does not have  a state c r e d i t  union  

act. I also w o u l d  like to say that I feel the p e o p l e  of A l a s k a  

w o u l d  like m o s t  c e r t a i n l y  to avoid any further i n v o l v e m e n t  by the 

federal g o v e r n m e n t  in m a t t e r s  that the state can handle. A s  I 

said before, I b e l i e v e  in the c redit  union, I b e l i e v e  in the



p h i l o s o p h y  o f  p e o p l e  h e l p i n g  p e o p l e .  I b e l i e v e  t h a t  p e o p l e  g e t t i n g  

i n v o l v e d  i n  t h i s  s p i r i t  a d d s  q u a l i t y  t o  t h e i r  l i v e s .  W e  h a v e  a 

g r e a t  m a n y  p e o p l e  i n  t h e  F a i r b a n k s  a r e a  t h a t  d o  n o t  h a v e  c r e d i t  

u n i o n  s e r v i c e s  a v a i l a b l e  t o  t h e m .  T h i s  i s  c a u s e d  b y  t h e  f e d e r a l  

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

c r e d i t  u n i o n .  W e  a r e  a p p r o a c h e d  m a n y  t i m e s  b y  p e o p l e  t h a t  w o u l d  

l i k e  t o  f o r m  c r e d i t  u n i o n s  t h a t  h a v e  n o n e  a v a i l a b l e  t o  t h e m .  M y  

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

r e l a t e d  c r e d i t  u n i o n ;  t h e y  c a n n o t  j o i n  o u r  c r e d i t  u n i o n  a n d  w e  

c a n n o t  r e f e r  t h e m  t o  a n y  o t h e r  c r e d i t  u n i o n  i n  t h e  a r e a .  I a m  n o t  

a w a r e  o f  a n y  o r  t h e  p r e s e n t  c r e d i t  u n i o n s  t h a t  o p e r a t e  w i t h i n  t h e  

s t a t e  t h a t  a r e  c o n t e m p l a t i n g  a n y  t y p e  o f  a  c h a r t e r  c o n v e r s i o n .

W e  a l l  a r e  v e r y  m u c h  a w a r e  o f  h o w  m u c h  m o r e  e f f e c t i v e  w e  c a n  b e  

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

c h a r t e r i n g  s y s t e m .  O u r  N C U A  a d m i n i s t r a t o r  h i m s e l f  i s  a s t r o n g  

s u p p o r t e r  o f  t h e  d u a l  s y s t e m .  H e  a t  o n e  t i m e  w a s  a s t a t e  r e g u l a t o r .  

I t  h a s  t a k e n  t h e  c r e d i t  u n i o n s  a l o n g  t i m e  t o  b e  r e c o g n i z e d  a s  a 

v i a b l e  f i n a n c i a l  i n s t i t u t i o n .  W e  w o u l d  l i k e  v e r y  m u c h  n o w  f o r  t h e  

s t a t e  t o  r e c o g n i z e  t h e  f a c t  t h a t  w e  a r e  h e r e ,  w e  a r e  r e a l ,  w e  a r e  

s e r v i n g  a g r e a t  m a n y  p e o p l e s '  n e e d s  a n d  w e  f e e l  t h a t  t h e  p e o p l e  o f  

t h e  s t a t e  s h o u l d  h a v e  t h e  o p p o r t u n i t y  t o  t a k e  a d v a n t a g e  o f  s o m e  

o f  t h e  s e r v i c e s  t h a t  w e  h a v e  t o  o f f e r .  T h a n k  y o u  v e r y  m u c h . "

N o  q u e s t i o n s  w e r e  a s k e d  o f  M s .  D a v i s .  N e x t  w i t n e s s  w a s  c a l l e d .  

E t h e l  S t o n e m a n ,  Ft. W a i n w r i g h t  C r e d i t  U n i o n .

"Mr. C h a i r m a n  a n d  m e m b e r s  o f  t h e  c o m m i t t e e ,  t h i s  is E t h e l  S t o n e m a n  

f r o m  t h e  F t .  W a i n w r i g h t  C r e d i t  U n i o n .  A s  A n i t a  s a i d ,  e v e r y t h i n g  

t h a t  w e  a r e  a l l  s a y i n g  p r o b a b l y  i s  r e p e t i t i o u s  b e c a u s e  w e  f e e l  so



s t r o n g l y  on this. C r e d i t  u n i o n s  w e r e  formed by p e o p l e  w h o  have s o m e­

thing in common. A  g o o d  r e t u r n  on savings and low i n t e r e s t  loans 

are the p r i n c i p a l  service. B e c a u s e  they o p e r a t e  w i t h o u t  a p r o f i t  

m o t i v e  and b e c a u s e  all e a r n i n g s  are p a s s e d  on to the m e m b e r / o w n e r  

c r e d i t  members, c r e d i t  u n i o n s  h a v e  b e e n  and c o n t i n u e  to be the m o s t  

c o n s u m e r - o r i e n t e d  type of f i n a n c i a l  institution. W e  h a v e  all heard 

t h a t  c r e d i t  unions t h r i v e  v e r y  w e l l  in A l a s k a  w i t h o u t  a charter, 

b u t  the r e a s o n  we h a v e  is b e c a u s e  t h e y  are c o n s u m e r - o r i e n t e d .

T h e r e  are still a lot of p e o p l e  in A l a s k a  that are n o t  e l i g i b l e  to 

be m e m b e r s  b e c a u s e  t h e y  do n o t  b e l o n g  to the c o m m o n  b o n d  of o ne 

that is a l r e a d y  in effect. T h e  f e d e r a l  c h a r t e r s  do n o t  always 

a c c o m m o d a t e  all of the people. We, as Alaskan s, are f i g h t i n g  very 

s t r o n g l y  at this time t r y i n g  to g e t  out f r o m  u n d e r  so m u c h  federal 

g o v e r n m e n t  rule. We feel o u r  s t a t e  g o v e r n m e n t  can s u p e r v i s e  m u c h  

e a s i e r  and as good if n o t  b e t t e r  than the federal gove rn m e n t .

S tate c o n t r o l  w o u l d  p e r m i t  m o r e  t i m e l y  l e g i s l a t i v e  c h a n g e s  w h e n  

it a p p e a r s  n e c e s s a r y  to a d a p t  the law to the a l t e r i n g  s ocial and 

e c o n o m i c  conditions. S t a t e  l e g i s l a t o r s  are h e r e  in A l a s k a  and 

are m o r e  a ware of and s y m p a t h e t i c  to our needs. O u r  n e e d s  are 

not the same as the l owe r 48, therefore, w e  n e e d  to be able to have 

some c o n t r o l  here in o u r  s t a t e  so that we ha ve a b e t t e r  c o ntrol of 

the situation. There are o n l y  four s tates that do not h a v e  their own 

act a n d  A l a s k a  is one of them. I just r e t u r n e d  f r o m  two weeks at a 

c r e d i t  u n i o n  school in W i s c o n s i n  w h e r e  both state c r e d i t  unions, 

f e der al c r e d i t  u n i o n  e m p l o y e e s  and o f f i c i a l s  from all o v e r  were in 

attendance. W i t h o u t  fail, e v e r y  state credit u n i o n  p e r s o n  that I 

talked to s howed  me it w a s  b e t t e r  to be in c o n t r o l  b y  a state charter. 

T h e y  m e e t  the i n d i v i d u a l  s t a t e ' s  n e e d s  more e f f i c i e n t l y  than federal 

control. A t  this time I do not k n o w  of any of the c r e d i t  un ions



t h a t  p l a n  t o  c h a n g e  t h e i r  c h a r t e r s ,  b u t  it w o u l d  b e  m u c h  e a s i e r  

f o r  c r e d i t  u n i o n s  t o  h e l p  t h e  p e o p l e  t h a t  d o  n o t  h a v e  c h a r t e r s  

a t  t h i s  t i m e .  T h a t  c o n c l u d e s  m y  t e s t i m o n y . "

N e x t  w i t n e s s  w a s  c a l l e d  t o  t e s t i f y .  M e b b l e  H a n s e n  f r o m  t h e  W i e n  

C r e d i t  U n i o n .

"Mr. C h a i r m a n  a n d  m e m b e r s  o f  t h e  C o m m i t t e e .  M y  n a m e  is M e b b l e  H a n s e n  

of  t h e  W i e n  E m p l o y e e s  F e d e r a l  C r e d i t  U n i o n .  I a p p r e c i a t e  t h i s  

o p p o r t u n i t y  t o  g i v e  t e s t i m o n y  in  s u p p o r t  o f  t h e  b i l l  t h a t  is n o w  

b e f o r e  y o u r  c o m m i t t e e  f o r  c o n s i d e r a t i o n .  In A l a s k a  w e  d o  h a v e  30 

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

s t a t e  act. A l a s k a  is o n l y  o n e  o f  f o u r  s t a t e s  l e f t  w h i c h  d o e s  n o t  

a l l o w  i t s  o w n  c r e d i t  u n i o n  act. W h i l e  a f e d e r a l  c h a r t e r  is m e e t i n g  

t h e  n e e d s  o f  o u r  m e m b e r s ,  t h e r e  is s t i l l  m a n y  u n m e t  n e e d s  for t h e  

p e o p l e  o f  A l a s k a  b e c a u s e  o f  t h e  f e d e r a l  a u t h o r i t i e s  w h o  a r e  e i t h e r  

u n w i l l i n g  o r  u n a b l e  to r e c o g n i z e  f o r  o u r  s m a l l e r  p o p u l a t i o n  a n d  

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

c r e d i t  u n i o n s  m o r e  l e v e r a g e  w h e n  d e a l i n g  w i t h  t h e i r  r e g u l a t o r y  a g e n c i e s  

b y  p r o v i d i n g  an a l t e r n a t i v e  t o  c h a r t e r  c o n v e r s i o n .  W e  at  f e d e r a l  

c h a r t e r e d  c r e d i t  u n i o n s  h a v e  n o  o p t i o n s  e x c e p t  t o  c o n f o r m  to t h e i r  

r e q u e s t s  w h e t h e r  they a r e  n e c e s s a r y  o r  r e q u i r e d  b y  law. W e  b e l i e v e  

t h a t  the n e e d s  of s m a l l e r  c r e d i t  u n i o n s  c a n  be met a n d  b e t t o r  s e r v e d  

b y  a s t a t e  a g e n c y  th a t  w o u l d  p e r m i t  a m u c h  m o r e  s i m p l e  a d m i n i s t r a t i o n  

a n d  r e g u l a t i o n  to m e e t  t h e  d e m a n d s  of c e r t a i n  g e o g r a p h i c  r e g i o n s .

A l a s k a  is n o w  d e p e n d e n t  o n  f e d e r a l  a u t h o r i t y  for a d m i n i s t r a t i o n  o f  

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

o r  ra t e s .  W e  b e l i e v e  t h a t  the s t a t e  of A l a s k a  w o u l d  w a n t  to t a k e  a 

m o r e  a c t i v e  r o l e  in c o n t r o l l i n g  t h e  d e s t i n y  of o u r  d e p o s i t o r y  i n s t i t u t i o n s



i n  A l a s k a .  C r e d i t  u n i o n s  a r e  h e r e  a n d  w e  a r e  s e r v i n g  o u r  m e m b e r s  

a n d  w i l l  c o n t i n u e  to dv so w h e t h e r  t h e  s t a t e  a c t  is e n a c t e d .  E n a c t i n g  

a s t a t e  c r e d i t  u n i o n  a c t  w i l l  o n l y  h e l p  u s  s e e k  a c h o i c e  o f  A l a s k a ' s  

o t h e r  f i n a n c i a l  i n s t i t u t i o n s  w h i c h  is a c h o i c e  o f  a s t a t e  o f  f e d e r a l  

c h a r t e r i n g  p r o v i s i o n s .  W e  t h a n k  y o u  f o r  l e t t i n g  us  t e s t i f y  t o d a y  

i n  b e h a l f  o f  t h i s  i s s u e  a n d  w e  u r g e  y o u r  s u p p o r t .  T h a n k  y o u . "

N o  o t h e r  w i t n e s s e s  in F a i r b a n k s  a t  t h a t  t i me. S e n a t o r  B r a d l e y  

s t a t e d ,  f o r  t h e  b e n e f i t  o f  t h o s e  t e s t i f y i n g  in F a i r b a n k s ,  w h o  w a s  

p r e s e n t  a t  t h e  h e a r i n g  in A n c h o r a g e .  C h a i r m a n  B r a d l e y  c h e c k e d  

b a c k  w i t h  t h e  o u t l y i n g  sit e s ,  b u t  no  w i t n e s s e s  o r  o b s e r v e s  h a d  

m a t e r i a l i z e d .  T h e  t e l e c o n f e r e n c e  r e c o g n i z e d  K o d i a k .  Mr. T i m  

J o h n s o n ,  F e d a l a s k a  F e d e r a l  C r e d i t  U n i o n  in  K o d i a k .

"Mr. C h a i r m a n  a n d  m e m b e r s  o f  t h e  c o m m i t t e e ,  t h i s  is T i m  J o h n s o n

f r o m  F e d a l a s k a  C r e d i t  U n i o n  in K o d i a k .  I a p p r e c i a t e  t h e  o p p o r t u n i t y

to s p  *ak in s u p p o r t  o f  t h e  b i l l  b e f o r e  y o u  now. A s  y o u  k n o w ,  we
*

a r j  a n  i s l a n d  a n d  n o t  u n c o m m o n  a t  a l l  w i t h  o t h e r  c i t i e s  in A l a s k a ,  

a n d  p a r t i c u l a r l y  in t h e  n e e d s  o f  its p e o p l e .  I w o u l d  l i k e  to 

p a r t i c u l a r l y  s t a t e  t h a t  t h i s  b i l l  w o u l d  g i v e  a n  o p p o r t u n i t y  to t o w n s  

l i k e  K o d i a k  to  d e v e l o p  a r e a  t y p e  c r e d i t  u n i o n s  to s e r v i c e  t h e  n e e d s  

o f  t h e  c o m m u n i t i e s  as t h e  f e d e r a l  r e g u l a t o r  is n o t  a l o c a l  p e r s o n  

it is v e r y  d i f f i c u l t  to a c c o m p l i s h  t h e  n e e d s  o f  the p e o p l e  here.

F o r  e x a m p l e ,  f i v e  y e a r s  a g o  K o d i a k  d i d  o p e r a t e  u n d e r  a n  a r e a  t y p e  

c h a r t e r  w h e r e  it h a d  t h e  m u n i c i p a l ,  s t a t e  a n d  f e d e r a l  e m p l o y e e s .  

H o w e v e r ,  s i n c e  then, t h e  r e g u l a t i n g  b o d y  h a s  b e e n  s h i f t e d  t o  r e m o v e  

t h e  c i t y ,  s t a t e  and b o r o u g h  a s s o c i a t i o n s  f r o m  o u r  c h a r t e r  a n d  m a k e  

it f e d e r a l  o n l y .  T h i s  l e a v e s  p e o p l e  w i t h o u t  a c r e d i t  u n i o n  to 

t a k e  c a r e  of  t h e i r  e c o n o m i c  n e e d s .  A g a i n ,  it p r i m a r i l y  is u n i q u e



t o  u s  b y  b e i n g  far a w a y  f r o m  t h e  r e g u l a t o r s ,  n o t  t o  h a v e  t h e i r  

s u p p o r t  a n d  it m a k e s  u s  f e e l  d e t a c h e d  f r o m  the w h o l e  p r o g r a m .  

T h a t  is a l l  I h a v e  t o  s a y  a t  t h i s  t i m e . "

P r o c e e d e d  to  J u n e a u .  F i r s t  w i t n e s s ,  B r i a n  A n d r e w s ,  w i t h  A l a s k a  

S t a t e  E m p l o y e e s  F e d e r a l  C r e d i t  U n i o n .

" C h a i r m a n  B r a d l e y ,  m e m b e r s  o f  t h e  C o m m e r c e  C o m m i t t e e  a n d  i n t e r e s t e d  

p a r t i e s .  M y  n a m e  is B r i a n  A n d r e w s  a n d  I a m  t h e  G e n e r a l  M a n a g e r  

o f  t h e  A l a s k a  S t a t e  E m p l o y e e s  F e d e r a l  C r e d i t  U n i o n .  M y  t e s t i m o n y  

t o d a y  w i l l  b e  v e r y  b r i e f  a n d  p o i n t e d  t o w a r d s  t o  w h a t  I f e e l  is 

the m o s t  i m p o r t a n t  e l e m e n t  o f  t h i s  s t a t e  a c t  a n d  w h y  it s h o u l d  b e  

e n a c t e d .  T h a t  e l e m e n t  is t h e  f l e x i b i l i t y  a n d  t i m e l i n e s s  o f  t h e  

a c t  w h i c h  a l l o w s  us  t o  m e e t  t h e  c h a n g i n g  e c o n o m i c  c o n d i t i o n s  o f  

t o d a y  a n d  s t i l l  m a i n t a i n  o u r  g o a l  of i m p r o v i n g  t h e  e c o n o m i c  a n d  

s o c i a l  c o n d i t i o n s  o f  o u r  m e m b e r s h i p .  T h e  f e d e r a l  r e g u l a t o r y  b o d y  

N C U A ,  I b e l i e v e ,  h a s  f a i l e d  u s  by  n o t  c h a n g i n g  to m e e t  t o d a y ' s  

e c o n o m i c  c o n d i t i o n s .  S p e c i f i c a l l y ,  t h e i r  i n a b i l i t y  to a d j u s t  

o u r  i n t e r e s t  c e i l i n g s .  W i t h  t o d a y ' s  i n f l a t i o n  b e i n g  t h e  w o r s t  

s i n c e  W o r l d  W a r  II, t h e r e  h a s  b e e n  a t r e m e n d o u s  p r e s s u r e  t o  

m a i n t a i n  a p r o f i t  m a r g i n  w h i c h ,  c o n s e q u e n t l y ,  a d v e r s e l y  a f f e c t s  

o u r  s e r v i c e s  a n d  m o n e t a r y  r e t u r n  t o  o u r  m e m b e r s h i p .  I t  is t h i s  

i n a b i l i t y  o f  t h e  f e d e r a l  g o v e r n m e n t  to  p r o v i d e  an  a d e q u a t e  p r o f i t  

s p r e a d  w h i c h  is d e s t r o y i n g ,  i n  m y  m i n d ,  t h e  v e r y  e x i s t e n c e  of t h e  

c r e d i t  u n i o n  m o v e m e n t  a n d  t h a t  is w h y  I s t r o n g l y  a d v o c a t e  the 

s t a t a  c h a r t e r .  I can a s s u r e  y o u  t h a t  if t h i s  a c t  is e n a c t e d  i n t o  

law, w e  w i l l  b e  o n e  o f  the f i r s t  to r e c h a r t e r  and r e f i r m  o u r  goal, 

of i m p r o v i n g  t h e  e c o n o m i c  c o n d i t i o n s  to  o u r  m e m b e r s h i p .  T h a n k  y o u . "



S t e p h e n  V l a h o v i c h ,  T l i n g i t / H a i d a  F e d e r a lN e x t  w i t n e s s  w a s  c a l l e d

C r e d i t  U n i o n .

" G o o d  m o r n i n g  Mr. C h a i r m a n ,  m e m b e r s  o f  t h e  c o m m i t t e e .  I t h i n k  y o u

M y  t e s t i m o n y  t o d a y  is in favor, a s  u s u a l ,  o f  t h e  s t a t e  c h a r t e r e d  

c r e d i t  u n i o n  act. A l l  t h e  r e a s o n s  g i v e n  f o r  t h e  a c t  a r e  l e g i t i m a t e  

a n d  v a l i d .  I d o  h a v e  s o m e  a r e a s  o f  t h e  b i l l  i t s e l f  w h i c h  I w o u l d  

l i k e  t o  a d d r e s s .  F i r s t  is in t h e  b i g  s e v e n  w h e r e  it  s t a t e s  t h a t  

t h e  p a r  v a l u e  o f  t h e  c r e d i t  u n i o n  s h a r e  s h a l l  b e  in $5 m u l t i p l e s  

o f  n o t  l e s s  t h a n  $5 a n d  n o  m o r e  t h a n  $25. T h e r e  h a s  b e e n  s o m e  

s t u d i e s  d o n e  in  f e d e r a l  c r e d i t  u n i o n s  o n  t h e  s i z e  o f  t h e  s h a r e  

d e p o s i t  a n d  i t  h a s  b e e n  p r o v e n ,  s t a t i s t i c a l l y ,  t h a t  s h a r e  d e p o s i t s

o f  l e s s  t h a n  $50 a r e  a l o s e r  t o  t h e  c r e d i t  u n i o n  i t s e l f  a n d  the 

c r e d i t  u n i o n  d o e s  n o t  i n c u r  a n y  b e n e f i t  t o  its m e m b e r s h i p  by  

h o l d i n g  a d e p o s i t  of l e s s  t h a n  $50. It w o u l d  b e  m y  r e c o m m e n d a t i o n  

t h a t  t h e  $ 2 5  be  i n c r e a s e d  to $50 anc! t h e n  m u l t i p l e s  o f  $5 t h e r e a f t e r .  

T h e  o t h e r  p a r t  o f  t h e  b i l l  I w o u l d  l i k e  to a d d r e s s  is on  p a g e  25 

s e c t i o n  0 6 . 4 5 . 2 8 0 ,  I n s u r a n c e ,  p a r t  B. A l l  c r e d i t  u n i o n s  c h a r t e r e d  

u n d e r  t h i s  c h a p t e r  s h a l l  be  r e q u i r e d  to f u r n i s h  e v i d e n c e  of 

i n s u r a n c e  c o v e r a g e  b y  a n a t i o n a l  c r e d i t  a n i o n  a d m i n i s t r a t i o n .

In t a l k i n g  t o  t h e  f e d e r a l  e x a m i n e r ,  w h a t  h a p p e n s  w h e n  a s t a t e  c h a r t e r e d  

c r e d i t  u n i o n  a p p l i e s  f o r  i n s u r a n c e  c o v e r a g e  for s h a r e s  t h r o u g h  r u e  

n a t i o n a l  c r e d i t  u n i o n  a d m i n i s t r a t i o n  is, if the b i l l  p r o v i d i n g  t h e  

c h a r t e r i n g  of  s t a t e  c r e d i t  u n i o n s  h a s  p o w e r s  w h i c h  t h e  n a t i o n a l  

c r e d i t  u n i o n  a d m i n i s t r a t i o n  f e e l s  a r e  n o t  w a r r a n t e d  in t h e i r  

o p e r a t i o n ,  t h e y  u s u a l l y  r e q u i r e  t h a t  c r e d i t  un i o n ,  in o r d e r  to 

p r o v i d e  t h e  i n s u r a n c e  c o v e r a g e ,  to d r o p  t h o s e  p o w e r s .  M a k i n g  an 

a g r e e m e n t  w i t h  t h e  n a t i o n a l  c r e d i t  u n i o n  a d m i n i s t r a t i o n .  T h is,

a l l  k n o w  me, I h a v e  b e e n  o n  t h i s  c o m m i t t e e  f o r  m a n y  y e a r s  n o w
i



J
I f e e l ,  w o u l d  b e  a n  u n w a r r a n t e d  i n v a s i o n  i n t o  t h e  p o w e r s  o f  t h e  

s t a t e  t o  d i r e c t  its o w n  o p e r a t i o n .  I f e e l  t h a t  t h e r e  s h o u l d  b e  

l a n g u a g e  a d d e d  t h e r e  t h a t  t h e  c r e d i t  u n i o n  c h a r t e r ,  s a y  i n  t h e

i

s t a t e  o f  A l a s k a ,  w o u l d  h a v e  t h e  a b i l i t y  t o  p u r c h a s e  s h a r e  i n s u r a n c e

f r o m  a n o t h e r  s t a t e  c h a r t e r e d  s h a r e  i n s u r a n c e  c o r p o r a t i o n  o r  f r o m  

a p r i v a t e  i n s u r a n c e  c o r p o r a t i o n .  T h a t ' s  t h e  e n d  o f  m y  t e s t i m o n y  

t o d a y ."

S T U R G U L E W S K I : I d o  h a v e  o n e  q u e s t i o n  if w e  c o u l d  g o  b a c k  t o  p a g e  7.

A r e  y o u  s u g g e s t i n g  t h a t  t h e  w o r d i n g  w o u l d  b e  $5 m u l t i p l e s  n o t  l e s s  

t h a n  $50 a n d  t h e n  w i t h  s o m e  u p w a r d  l i m i t .  W h a t  k i n d  o f  w o r d i n g  

m i g h t  y o u  s u g g e s t ?

A N D R E W S :  T h e  l a n g u a g e  w o u l d  o n l y  h a v e  t o  r e l y  o n  t h e  f a c t  t h a t  y o u

w o u l d  h a v e  a $ 5 0  m i n i m u m  s h a r e ,  i n i t i a l  p u r c h a s e  a n d  t h e n  m u l t i p l e s  

of $5 t h e r e a f t e r .

S T U R G U L E W S K I :  T h a n k  you.

B R A D L E Y :  Q u e s t i o n  f o r  Mr. C h a t f i e l d  f o r  the b e n e f i t  o f  t h o s e  l i s t e n i n g .

Dave, d o n ' t  s o m e  c r e d i t  u n i o n s  a l r e a d y  i m p l e m e n t  t h i s ,  a m i n i m u m  

of $ 5 0 ?

C H A T F I E L D :  T h a n k  y o u  Mr. C h a i r m a n .  T o  m y  k n o w l e d g e  t h e r e  a r e  n o

p r o v i s i o n s  in s t a t e  c h a r t e r s  e l s e w h e r e  p r o v i d i n g  f o r  t h a t  h i g h  a 

m i n i m u m  p a r  v a l u e  on a share. F e d e r a l  c r e d i t  u n i o n s ,  b y  t h e  f e d e r a l  

act, m a y  n o t  i n c r e a s e  the p a r  v a l u e  o f  a s h a r e  a b o v e  $5 a t  t h i s  

t i m e  a l t h o u g h  t h e r e  a r e  p r o p o s a l s  b e f o r e  t h e  C o n g r e s s  t o  c h a n g e  t h a t .

I a p p r e c i a t e  w h a t  S t e p h e n  is s a y i n g ;  I w o u l d  b e  w i l l i n g  to  d i s c u s s



t h i n k  p e r h a p s  a m i n i m u m  o f  $50 m i g h t  b e  a b i t  h i g h .  $5 m u l t i p l e s  

p e r h a p s  s t a r t i n g  a $5 a n d  w i t h  a m a x i m u m  o f  $ 1 0 0  w o u l d  b e  p o s s i b l e  

a v e n u e  t o  t a k e  o n  this.

B R A D L E Y :  T h a n k  y o u  v e r y  m u c h ,  D a v i d .  D o  y o u  h a v e  a n y t h i n g  f u r t h e r

S t e p h e n ?

V L A H O V I C H :  T h a n k  y o u  Mr. C h a i r m a n ,  I d o n ' t .

B R A D L E Y :  T h a n k  you, S t e p h e n .  P r o c e e d  t o  n e x t  w i t n e s s .

T h i r d  w i t n e s s ,  J u l i u s  B r e c h t ,  D i r e c t o r ,  D i v i s i o n  o f  B a n k i n g  a n d  

S e c u r i t i e s .

B R E C H T :  G o o d  m o r n i n g  Mr. C h a i r m a n  a n d  m e m b e r s  of t h e  c o m m i t t e e .

I w i s h  t o  t h a n k  y o u  f o r  g i v i n g  m e  t h e  o p p o r t u n i t y  to c o m e  f o r w a r d  

a nd o f f e r  t e s t i m o n y  o n  the b i l l  b e f o r e  t h e  c o m m i t t e e  o n  b e h a l f  o f  

the a d m i n i s t r a t i o n .  A s  y o u  a l l  k n o w ,  t h e  b i l l  p r o v i d e s  f o r  t h e  

e s t a b l i s h m e n t  o f  a s t a t e  c h a r t e r e d  c r e d i t  un i o n .  A t  t h e  p r e s e n t  

t i m e  t h e r e  a r e  a p p r o x i m a t e l y  33 c r e d i t  u n i o n s  d o i n g  b u s i n e s s  in 

the s t a t e .  T h e y  a r e  a l l  f e d e r a l l y  c h a r t e r e d .  T h e  c r e d i t  u n i o n  

a s an  i n s t i t u t i o n  is o n l y  o n e  o f  s e v e r a l  f o r m s  o f  f i n a n c i a l  

i n s t i t u t i o n s  w h i c h  a r e  d o i n g  b u s i n e s s  i n  t h e  s t a t e  i n c l u d i n g  

c o m m e r c i a l  b a n k s ,  m u t u a l  b a n k s ,  b a n k  h o l d i n g  c o m p a n i e s ,  f o r e i g n  

ba n k s ,  t r u s t  c o m p a n i e s ,  s a v i n g s  a n d  l o a n  a s s o c i a t i o n s ,  f i n a n c e  

c o m p a n i e s  a n d  p r e m i u m  f i n a n c e  c o m p a n i e s  as  w e l l  as c r e d i t  u n i o n s .

E a c h  i n s t i t u t i o n  p e r f o r m s  a s e r v i c e  t o  t h e  p u b l i c  a n d  e a c h  is s u b j e c t  

to r e g u l a t i o n  b y  s t a t e  a n d / o r  f e d e r a l  a g e n c i e s .  I ' v e  m a d e  t h i s  

s t a t e m e n t  b e f o r e ,  b u t  t h o s e  i n s t i t u t i o n s  p r o v i d i n g  a w i d e r  r a n g e
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of  s e r v i c e s  a r e  s u b j e c t  to m o r e  e x t e n s i v e  r e g u l a t i o n s .  F o r  e x a m p l e ,  

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

p u b l i c ,  a n d  t h e y  a r e  a l s o  t h e  m o s t  h e a v i l y  r e g u l a t e d  b y  b o t h  s t a t e  

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

in t h e  b e s t  i n t e r e s t  of the p u b l i c  a n d  t h e  c u s t o m e r s  o f  t h a t  i n s t i t u­

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

t h e  r i s k  o f  l o s s  t o  d e p o s i t o r s ,  s h a r e h o l d e r s  a n d  o t h e r  c r e d i t o r s  

s h o u l d  t h e  i n s t i t u t i o n  fail. I b e l i e v e  t h a t  if t h e  L e g i s l a t u r e  

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

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

f i n a n c i a l  i n s t i t u t i o n s  b y  t h e  s t a t e  c o m m e n s u r a t e  w i t h  t h e  s e r v i c e s  

o f f e r e d .  I d o  h a v e  s o m e  s p e c i f i c  c o m m e n t s  o n  t h e  d r a f t  b i l l  w h i c h  

I c o u l d  g o  t h r o u g h  a t  t h i s  t i m e  a t  t h e  p l e a s u r e  of t h e  c o m m i t t e e .

B R A D L E Y :  G o  a h e a d  p l e a s e ,  J u l i u s .

B R E C H T :  A  n u m b e r  o f  t h e s e  a r e  r e a l l y  m o r e  in the v e i n  of  d r a f t i n g

t y p e  c h a n g e s ,  b u t  I t h i n k  t h e y  s h o u l d  b e  b r o u g h t  to y o u r  a t t e n t i o n  

a t  t h i s  t i m e .  T h e  f i r s t  o n e  is o n  p a g e  11 o f  the d r a f t ,  li n e  11. 

R e f e r e n c e  t o  A S  0 6 . 2 5 . 0 1 0 - 0 6 . 2 5 . 3 5 0 .  T h a t ,  o f  c o u r s e ,  is the t r u s t  

c o m p a n y  act. I t h i n k  it s h o u l d  b e  j u s t  a r e f e r e n c e  to  A S  0 6 . 2 5  in 

t h e  e v e n t  t h a t  s o m e t i m e  in the f u t u r e  t h a t  a c t  is e x t e n d e d  b e y o n d  

s e c t i o n  .350 a n d  h a s  an i n a d v e r t e n t  o m i s s i o n  of  the a p p r o p r i a t e  

c h a n g e  in t h i s  b i l l  if it w e r e  t o  b e c o m e  law. S e c o n d  i t e m  g o e s  

to p a c e  16, l i n e s  24-26. T h e r e  is a r e f e r e n c e  to w h a t  m i g h t  be 

t e r m e d  w i l d  c a r d  s t a t u t e .  It, in e f f e c t ,  a l l o w s  t h e  d e p a r t m e n t  to 

a u t h o r i z e  s t a t e  c h a r t e r e d  c r e d i t  u n i o n s  t o  p r o v i d e  t h o s e  s e r v i c e s  

t h a t  a f e d e r a l l y  c h a r t e r e d  c r e d i t  u n i o n  is a l l o w e d  to p r o v i d e ,  b u t  

w h i c h  a r e  n o t  s p e c i f i c a l l y  p r o v i d e d  f o r  in t h e  s t a t u t e .  T h e r e  is
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t i o n s  a n d  is f o u n d  i n  a n e w  c h a p t e r  t h a t  w a s  e n a c t e d  b y  t h e  L e g i s l a­

ture l a s t  y e a r .  C h a p t e r  1, e n t i t l e d  A d m i n i s t r a t i o n  a n d  w i t h i n  

t h a t  c h a p t e r  I w o u l d  s u g g e s t  t h a t  t h e  p r o v i s i o n s  of C on  p a g e  16

of  t h e  b i l l  be  d e l e t e d  a n d  in its p l a c e  a r e f e r e n c e  be m a d e  in 

s e c t i o n  0 6 . 0 1 . 0 2 0  t o  t h e  n a t i o n a l  c r e d i t  u n i o n  a d m i n i s t r a t i o n .

In t h i s  w a y  t h e  s a m e  p r o v i s i o n s  o f  C  i n  t h e  b i l l  w i l l  a p p l y  b u t  

w i l l  b e  p u t  in  a m o r e  l o g i c a l  p l a c e  w i t h i n  T i t l e  6. Is t h a t  c l e a r  

to t h e  c o m m i t t e e ?

B R A D L E Y :  I t h i n k  so, b u t  h o l d  j u s t  a m o m e n t .  Do y o u  h a v e  a n y

c o m m e n t s ,  D a v e ?  W e  h a v e  a c o m m e n t  f r o m  Mr. D a v e  C h a t f i e l d .

C H A T F I E L D :  T h a n k  y o u  Mr. C h a i r m a n .  J u l i u s ,  w e  h a v e  n o  b i g  p r o b l e m

w i t h  that. I t h i n k  y o u  h a v e  r e c o g n i z e d  t h e  f a c t  t h a t  the c o n f o r m i t y  

p r o v i s i o n  o r  a d v a n t a g e o u s  p o w e r s , o r  o t h e r  n a m e s  t h a t  it g o e s  b y  

is in the s t a t u t e  f o r  o t h e r  f i n a n c i a l  i n s t i t u t i o n s  a n d  t h i s  w o u l d  

s i m p l y  d u p l i c a t e  t h a t  f o r  c r e d i t  u n i o n s .  In m o s t  c a s e s  the s t a t e  

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

p r o v i s i o n s  o f  o t h e r  p a r t s  of t h e  b a n k i n g  c o d e  and t h i n g s  t h a t  w o u l d  

p e r t a i n  t o  c r e d i t  u n i o n s .  I g u e s s  w e  h a v e  a p r e f e r e n c e  t o  l e a v e  it 

in h e r e  s o  t h a t  t h i s  a c t  r e m a i n s  s e l f - c o n t a i n e d ,  b u t  as l o n g  as t h e  

e f f e c t  is t h e  same, w e  h a v e  n o  b i g  p r o b l e m  w i t h  that.

B R E C H T :  T h e  p u r p o s e  o f  e s t a b l i s h i n g  C h a p t e r  1 w a s  to p u t  in o n e

p l a c e  r a t h e r  t h a n  in s e v e r a l  d i f f e r e n t  c h a p t e r s ,  t h o s e  p r o v i s i o n s  

th a t  w o u l d  g e n e r a l l y  a p p l y  to a l l  i n s t i t u t i o n s .  F o r  i n s t a n c e ,

C h a p t e r  1 n o w  h a s  p r o v i s i o n s  d e a l i n g  w i t h  a d m i n i s t r a t i v e  p r o c e d u r e s ,  

e x a m i n a t i o n  p o l i c y ,  c h a r g i n g  o f  f e e s  f o r  e x a m i n a t i o n s  a n d  i n v e s t i­

g a t i o n s  a n d  the g e n e r a l  p o w e r  o f  t h e  d e p a r t m e n t  to use w h a t  I



t e r m  a w i l d  c a r d  s t a t u t e .

C H A T F I E L D :  W e  h a v e  a r e q u e s t  for t h e  s p e c i f i c  s t a t u t e  r e f e r e n c e

of t h e  c o n f o r m i t i v e  p r o v i s i o n s  f o r  t h e  o t h e r  f i n a n c i a l  i n s t i t u t i o n s .

I d o n ' t  h a v e  t h a t  a t  hand.

B R E C H T :  I w o u l d  s u g g e s t  t h a t  n a t i o n a l  c r e d i t  u n i o n  a d m i n i s t r a t i o n  

be i n s e r t e d  a f t e r  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  in A S  

0 6 .0 1 .0 2 0 .

C H A T F I E L D :  T h a n k  y o u  J u l i u s ,  I t h i n k  w e  h a v e  it  r e f e r e n c e d  now.

A g a i n ,  w e  h a v e  n o  b i g  p r o b l e m  w i t h  t h i s .  W e  w o u l d  p r e f e r  t h e  

t h i n g  to b e  s e l f - c o n t a i n e d  b u t  w e  r e c o g n i z e  t h a t  t h e r e  a r e  o t h e r  

p r o v i s i o n s  o f  t h e  b a n k i n g  c o d e  t h a t  a p p l y .

B R A D L E Y :  A t t o r n e y  S h a r y n  C a m p b e l l  h a s  a c o m m e n t .

C A M P B E L L :  J u l i u s ,  w e  h a v e  d i s c u s s e d  t h i s  p r e v i o u s l y  a n d  t h e r e  w a s

a t e c h n i c a l  d i f f e r e n c e  in the s t a n d a r d s  t h a t  a r e  p r o v i d a d .  S u b­

s e c t i o n  1 o f  020 r e q u i r e s  t h a t  o n e  o f  t h e  s t a n d a r d s  b e  t h a t  it 

s e r v e  the p u b l i c  c o n v e n i e n c e  a n d  a d v a n t a g e  a n d  if y o u  a r e  g o i n g  to 

i n c o r p o r a t e  t h e  w i l d  c a r d  p r o v i s i o n  i t  h a s  t o  b e  c l e a r  in the 

l e g i s l a t i v e  r e c o r d  t h a t  the p u b l i c  c o n v e n i e n c e  s t a n d a r d  is n o t  

the s a m e  as i t  w o u l d  b e  w i t h  r e s p e c t  t o  i n s t i t u t i o n s  t h a t  c a n  s e r v e  

the g e n e r a l  p u b l i c  b e c a u s e  the c r e d i t  u n i o n  m e m b e r s h i p  is l i m i t e d  

to i t s  f i e l d  o f  m e m b e r s h i p .

B R E CHT: W e l l  t h e n  a n  a p p r o p r i a t e  a m e n d m e n t  c o u l d  b e  m a d e  to  p a r a g r a p h

1. O r  in t h e  l e g i s l a t i v e  h i s t o r y  o f  t h e  b i l l  w e  c o u l d  m a k e  c l e a r



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

t h e  c r e d i t  u n i o n ,  b u t  a t  l e a s t  in  t h a t  w a y  a l l  w i l d  c a r d  t y p e  of 

s t a t u t e s  w o u l d  a p p e a r  a t  o n e  p l a c e  in t h e  f i n a n c i a l  i n s t i t u t i o n ' s  

title.

B R A D L E Y :  I t h i n k  I f o l l o w  you, J u l i u s ,  b u t  l e t  m e  see if a n y o n e

e l s e  h a s  a c o m m e n t .

S T U R G U L E W S K I :  Mr. C h a i r m a n  I t h i n k  w h a t  w e  n e e d  is to  h a v e  y o u r

s t a f f  t a k e  a l o o k  a t  t h a t  a n d  d i s c u s s  i t  a n d  d r a w  u p  a p o s s i b l e  

a m e n d m e n t  a n d  t h e n  w e  c a n  h a v e  s e m e  f u r t h e r  i n p u t  o n  it. I l i k e  

t h e  i d e a  o f  it  a l l  b e i n g  t o g e t h e r ,  b u t  I a g r e e  w i t h  Ms. C a m p b e l l ' s  

c o m m e n t s  t h a t  i t  h a s  t o  a p p l y ,  d e f i n i t e l y ,  t o  t h e  c r e d i t  u n i o n  

f i e l d  o f  m e m b e r s h i p .

B R A D L E Y :  D i d  y o u  u n d e r s t a n d  t h a t  J u l i u s ?  It  w a s  f r o m  S e n a t o r

S t u r g u l e w s k i .

B R E C H T :  Y e s ,  I u n d e r s t a n d .  O n  p a g e s  21, 25 a n d  28 t h e r e  a r e

s e v e r a l  r e f e r e n c e s  to t h e  n a t i o n a l  c r e d i t  u n i o n  a d m i n i s t r a t i o n .

I t h i n k  t h a t  t h e r e  a r e  e n o u g h  r e f e r e n c e s  h e r e  t h a t  t h e  a c r o n y m  

c o u l d  b e  u s e d  in  t h e  terra d e f i n e d  t o  d e c r e a s e  t h e  v e r b a g e  w i t h i n  

t h e  b i l l .

B R A D L E Y :  I a g r e e ;  I ' m  a g r e a t  a d v o c a t e  f o r  such. S p e l l  it out

the f i r s t  t i m e  a n d  u s e  an a c r o n y m  f r o m  t h e r e  on b e c a u s e  it is 

l o n g  t e r m i n o l o g y .

B R E C H T :  S p e c i f i c a l l y  for the r e c o r d ,  o n  p a g e  21, l i n e  14, p a g e

25, l i nes 18, 20, 21 a n d  23, p a g e  23, l i n e  1 t h e r e  is r e f e r e n c e
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f o r  r e t u r n i n g  s m a l l  l o a n s  a n d  s a v i n g s  a n d  l o a n  a s s o c i a t i o n s  a n d  

s i n c e  t h i s  w o r k  d r a f t  w a s  b a s e d  o n  t h a t ,  t h e  r e p e a l e r  w a s  p a r t  

o f  the w o r k  d r a f t  a n d  i t  is n o t  a p p r o p r i a t e  f o r  t h e  f i n a l  bill.

B R A D L E Y :  T h e n  i f  I u n d e r s t a n d  y o u ,  y o u  a g r e e  t h a t  t h i s  r e p e a l e r

s h o u l d  be o m i t t e d ?

C H A T F I E L D :  T h a t ' s  c o r r e c t  bee 1 ,~e t h i s ,  a s  a m a t t e r  of  fact, w a s

d e a l t  w i t h  w i t h  t h e  l e g i s l a t u r e  d u r i n g  t h e  l a s t  s e s s i o n  a n d  t h i s  

h a p p e n e d  t o  a p p e a r  o n  t h e  w o r k  d r a f t  t h a t  w e ' r e  n o w  v i e w i n g ,  b u t  

it h a s  b e e n  d e a l t  w i t h  b y  t h e  l e g i s l a t u r e  a n d  h a s  n o  b e a r i n g  to 

t h e  c r e d i t  u n i o n  a c t  i t s e l f .

B R A D L E Y :  F i n e ,  I m i s s e d  t h a t  d i s c u s s i o n  b e t w e e n  Mr. C h a t f i e l

a n d  Mr. B a s l e r ,  t h e  a d m i n i s t r a t i v e  a s s i s t a n t .  D o  y o u  h a v e  

a n y t h i n g  f u r t h e r  t o  add, J u l i u s ?

B R E C H T :  J u s t  t h a t  t h e  p r o v i s i o n s  o f  t h e  p r o p o s e d  c o m m i t t e e

s u b s t i t u t e  i n  t h e  c o n t e x t  of t h e  c o m m e n t s  t h a t  I h a v e  m a d e  a r e  

w h a t  I v i e w  as a d e q u a t e  r e g u l a t o r y  g u i d e l i n e s  f o r  c r e d i t  u n i o n s  

t h e i r  m e m b e r s ,  a n d  t h e  d e p a r t m e n t .  I w i l l  a l s o  s u b m i t  to the 

c o m m i t t e e  a c o p y  o f  a f i s c a l  n o t e  t h a t  w a s  p r e p a r e d  by the  

D i v i s i o n  e a r l i e r  t h i s  y e a r  a n d  it s h o u l d  s t i l l  r e f l e c t  a r e a s o n a b l e  

p r o j e c t i o n  o f  t h e  D i v i s i o n  f o r  the c o s t  o f  a d m i n i s t e r i n g  a c r e d i t  

u n i o n  act. T h a t  f i s c a l  n o t e  is d a t e d  F e b r u a r y  23, 1979.

B R A D L E Y :  I u n d e r s t a n d  a n d  w o u l d  a p p r e c i a t e  y o u r  s u b m i t t i n g  an

u p - t o - d a t e  f i s c a l  n o t e ,  J u l i u s .  W o u l d  t h e r e  n o t  be s o m e  c h a n g e s  

in the p r e v i o u s  f i s c a l  n o t e ?
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B R E C H T :  W e l l ,  t h e r e  m i g h t  b e  s o m e  c h a n g e s  d u e  t o  i n f l a t i o n ,  b u t

o t h e r  t h a n  t h a t ,  I t h i n k  t h a t  t h e  f i s c a l  n o t e  a s s u m e s  t h a t  a p p r o x i­

m a t e l y  15 c r e d i t  u n i o n s  w o u l d  b e  c h a r t e r e d  a n d  d o i n g  b u s i n e s s  in 

t h e  s t a t e  a n d  f r o m  t h e r e  m a k e s  p r o j e c t i o n s  as  t o  h o w  m u c h  t i m e  

w o u l d  b e  n e c e s s a r y  t o  i n v e s t i g a t e  a n d  e x a m i n e .  T h e r e  is an  e s t i m a t e  

f o r  t h e  n e e d  o f  o n e  a n d  o n e - h a l f  e x a m i n e r s  t o  a d m i n i s t e r  t h a t  p r o g r a m  

a n d  an a d d i t i o n a l  o n e - h a l f  e x a m i n e r s  c o u l d  e a s i l y  b e  u s e d  t o  s u p p o r t  

o t h e r  a c t i v i t i e s  o f  c h e  b a n k i n g  s e c t i o n  w i t h i n  t h e  d i v i s i o n .

B R A D L E Y :  I w o u l d  a p p r e c i a t e  y o u r  c o n s i d e r i n g  if  t h e r e  w e r e  a n y

c h a n g e s  b e c a u s e  f r o m  p a s t  e x p e r i e n c e  I k n o w  f r o m  o n e  s e c t i o n  to 

a n o t h e r  s o m e t i m e s  i t ' s  a f r e q u e n t  q u e s t i o n  t h a t  is t h i s  a n  u p d a t e d  

f i s c a l  n o t e  f r o m  o n e  y e a r  to t h e  n e x t ,  o n e  s e s s i o n  t o  t h e  n e x t ,  so  

m a y b e  t o  a v o i d  a n y  u n n e c e s s a r y  d i s c u s s i o n  o n  t h a t  w e  m i g h t  g i v e  

it a l l  t h e  c o n s i d e r a t i o n  t h a t  y o u  t h i n k  n e c e s s a r y ,  b u t  if n o t  

I t h i n k  I c o u l d  e x p l a i n  it a w a y  o n  the f l o o r .  Mr. C h a t f i e l d  h a s  

a c o m m e n t .

C H A T F I E L D :  I w o u l d  l i k e  to  s u g g e s t  at t h i s  t i m e  t h a t  it  is t h e

c o m m i t t e e ' s  d e s i r e  w e  m a y  w i s h  to t o u c h  o n  t h e  i s s u e  r a i s e d  b y  

S t e p h e n  V l a h o v i c h  c o n c e r n i n g  an  a l t e r n a t i v e  f o r  s h a r e  i n s u r a n c e .

If it  is t h e  c o m m i t t e e ' s  d e s i r e  i t  .night b e  w e l l  to d o  t h a t  w h i l e  

J u l i u s  i s  o n  t h e  o t h e r  end.

B R A D L E Y :  P l e a s e  g o  a h e a d .

C H A T F I E L D :  I c a n  s e e  S t e p h e n ' s  c o n c e r n  a n d  I t h i n k  t h i s  b e a r s  o n

a q u e s t i o n  t h a t  Rep. M a r t i n  a s k e d  o n  T u e s d a y  c o n c e r n i n g  the p o t e n t i a l  

f o r  r e g u l a t i o n  a n d  I t h i n k  t h a t  t h a t  is t h e  o n l y  p l a c e  w h e r e  t h e r e

m i g h t  b e  p o s s i b l e  d u a l  r e g u l a t i o n  o r  a n y  c o n f l i c t  o f  it a r i s e s .
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F o r  I x a m p l e ,  if t h e  s t a n d a r d s  of N C U A  c o n c e r n i n g  s t a t e  c h a r t e r e d  

c r e d i t  u n i o n s  r e t a i n i n g  t h e i r  s h a r e  i n s u r a n c e  w o u l d  be  d i f f e r e n t  

f r o m  o r  in c o n f l i c t  w i t h  t h e  s t a n d a r d s  t h a t  t h e  b a n k i n g  d i v i s i o n  

m i g h t  h a v e ,  so p e r h a p s  it  w o u l d  b e  a g o o d  i d e a  t o  d i s c u s s  at  t h i s  

t i m e  o t h e r  o p t i o n s  a n d  I g u e s s  o n e  w a y  to d o  t h a t  w o u l d  b e  to 

c o n s i d e r  p a g e  25, l i n e  18 a f t e r  n a t i o n a l  c r e d i t  u n i o n  a d m i n i s t r a t i o n  

i n s e r t i n g  t h e  w o r d s  "or s i m i l a r  s h a r e  i n s u r a n c e  p r o g r a m  a p p r o v e d  

b y  t h e  c o m m i s s i o n e r . "  T h i s  w o u l d  s o l v e  t h e  p r o b l e m  as f a r  as 

a t  l e a s t  l e a v i n g  t h e  d o o r  o p e n  t o  a l t e r n a t i v e  p r o g r a m s .  N o w  w e  

k n o w  o f  s o m e  o t h e r  s h a r e  i n s u r a n c e  p r o g r a m s  t h a t  d o  a c c e p t  c r e d i t  

u n i o n s  f o r  i n s u r a n c e  p u r p o s e s  f r o m  o t h e r  s t a t e s  so i f  t h e  w o r d s "  

or s i m i l a r  s h a r e  i n s u r a n c e  p r o g r a m  a p p r o v e d  b y  t h e  c o m m i s s i o n e r "  

w e r e  i n s e r t e d  a f t e r  t h e  w o r d  a d m i n i s t r a t i o n  o n  p a g e  25, li n e  18, 

t h a t  w o u l d  l e a v e  t h a t  d o o r  o p e n  a n d  t h e n  I w o u l d  s u g g e s t  if t h a t  

is d o n e  t h a t  to c o n f o r m  e l s e w h e r e  i n  t h a t  p a r a g r a p h ,  p a r a g r a p h  b 

o n  p a g e  25, t h e  w o r d s  " n a t i o n a l  c r e d i t  u n i o n  a d m i n i s t r a t i o n "  b e  

c h a n g e d  to " i n s u r i n g  o r g a n i z a t i o n " .  I g u e s s  I w o u l d  l i k e  to k n o w  

J u l i u s '  f e e l i n g s  on  that.
*

B R E C H T :  T h i s  q u e s t i o n  h a s  b e e n  r a i s e d  f r o m  t i m e  to time, not o n l y

in t h e  c o n t e x t  o f  c r e d i t  u n i o n s ,  b u t  o t h e r  f i n a n c i a l  i n s t i t u t i o n s .  

O n e  r e a l  a d v a n t a g e  o f  h a v i n g  a f e d e r a l  a g e n c y  i n s u r e  a f i n a n c i a l  

i n s t i t u t i o n  is t h a t  y o u  h a v e  t h e  g o o d  f u l l  f a i t h  a n d  c r e d i t  of  

t h e  U.S. g o v e r n m e n t  b e h i n d  t h a t  i n s u r a n c e .  T h e  c o m m i t t e e  s h o u l d  

be a w a r e  o f  the o n e  d e c i d e d  d i s a d v a n t a g e  o f  s t e p p i n g  a w a y  from 

t h a t  is t h e  p o s s i b i l i t y  o f  g e t t i n g  i n v o l v e d  in i n s u r a n c e  p r o b l e m s  

in t h e  c o n t e x t  o f  f i n a n c i a l  i n s t i t u t i o n s .  C e r t a i n  s t a t e s  have 

h a d  c o n s i d e r a b l e  d i f f i c u l t y  w i t h  p r i v a t e  i n s u r e r s .  M a y b e  not 

n e c e s s a r i l y  in t h e  c o n t e x t  of c r e d i t  u n i o n s ,  b u t  in t h e  c o n t e x t

of o t h e r  f i n a n c i a l  i n s t i t u t i o n s  a n d  I t h i n k  t h a t  the c o m m i t t e e



s h o u l d  be  v e r y  c a r e f u l  a b o u t  c o n s i d e r i n g  t h e  p o s s i b i l i t y  o f  

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

C H A T F I E L D :  Y e s  J u l i u s ,  I t h i n k  w e  h a v e  c o n s i d e r e d  t h a t  a n d  w e  r e a l i z e

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

h a s  b e e n  k i c k e d  a r o u n d .  I t h i n k  i t ' s  o b v i o u s  t h a t  i t  w o u l d  b e  

a c t u a r i l y  u n s o u n d  t o  a t t e m p t  to d o  t h a t ,  t o  f o r m  a s h a r e  i n s u r a n c e  

o r g a n i z a t i o n  j u s t  f o r  A l a s k a  c r e d i t  u n i o n s  b e c a u s e  t h e  n u m b e r s  

a r e n ' t  l a r g e  e n o u g h  t o  b e  a b l e  t o  s p r e a d  t h e  r i s k  p r o p e r l y .  H o w ­

e v e r  t h e r e  is t h e  n a t i o n a l  s h a r e  a n d  g u a r a n t y  c o r p o r a t i o n .  T h e r e  

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

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

a g e n c i e s ,  t h e y  a r e  s u p e r v i s e d  b y  t h e  s t a t e  a g e n c i e s  in t h o s e  

s t a t e s  a n d  s o m e  o f  t h e m  o p e r a t e  o n  a r e g i o n a l  b a s i s  o r  p e r m i t  

i n s u r a n c e  a n d  m e m b e r s h i p  b y  c r e d i t  u n i o n s  in o t h e r  s t a t e s ,  so 

w i t h  the w o r d i n g  "as a p p  o v e d  b y  the c o m m i s s i o n e r "  in th e r e ,  w o u l d  

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

B R E C H T :  It w o u l d ,  of  c o u r s e ,  b e  at  the d i s c r e t i o n  o f  the C o m m i s s i o n e r ,

b u t  w h a t  y o u  d o  by, it  d e p e n d s ,  y o u  c o u l d  h a v e  a h y p o t h e t i c a l  

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

p u t  o n  a f u t u r e  c o m m i s s i o n e r  to a l l o w  p r i v a t e  i n s u r a n c e  in t h i s  

c o n t e x t  a n d  m a y b e  p e r h a p s  in o t h e r  c o n t e x t s  i n v o l v i n g  o t h e r  

f i n a n c i a l  i n s t i t u t i o n s .  P e r h a p s  in the l o n g  r u n  t h e  n e t  e f f e c t  

w a s  n o t  in t h e  b e s t  i n t e r e s t  of t h e  i n s t i t u t i o n s  o r  t h e i r  c u s t o m e r s .

It c o u l d  b e  i n s e r t e d ,  b u t  I w o u l d  s t i l l  b e  r a t h e r  c a u t i o u s  a b o u t  

t h e  u s e  o f  a n y  i n s u r a n c e  o t h e r  t h a n  t h r o u g h  a f e d e r a l  agency.

CHATFIELD: Julius, I think we share your concerns and we know that



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

i n s u r i n g  t h e  d e p o s i t s  o f  o t h e r  f i n a n c i a l  i n s t i t u t i o n s .  F o r t u n a t e l y  

n o n e  o f  t h o s e  h a v e  o c c u r r e d  in c o n n e c t i o n  w i t h  c r e d i t  u n i o n s .  B u t  

I t h i n k  w e  s h a r e  t h o s e  c o n c e r n s  a n d  it  w o u l d  c e r t a i n l y  b e  o u r  d e s i r e  

t o  s e e  c r e d i t  u n i o n s  f i n a n c i a l l y  s t r o n g  a n d  i n s u r e d  b y  f i n a n c i a l l y  

s t r o n g  o r g a n i z a t i o n s  a n d  this, a g a i n ,  w o u l d  a d d r e s s  t h e  p r o b l e m  

t h a t  Rep. M a r t i n  b r o u g h t  u p  o n  T u e s d a y  a b o u t  t h e  p o t e n t i a l  for 

d u a l  r e s p o n s i b i l i t i e s ,  d u a l  r e g u l a t i o n s .  T h i s  a p p e a r s  t o  b e  t h e  

o n l y  a r e a  w h e r e  t h a t ' s  p o s s i b l e .  W h e r e  s t a t e  c h a r t e r e d  c r e d i t  

u n i o n s  w o u l d  b e  r e q u i r e d  to  h a v e  a n d  m a i n t a i n  s h a r e  i n s u r a n c e  

a s  t h e i r  o n l y  o p t i o n  a n d  if t h e  N C U A  s t a n d a r d s  f o r  t h a t  i n s u r a n c e

p r o v e  to b e  d i f f e r e n t  o r  in c o n f l i c t  w i t h  t h o s e  o f  y o u r  d e p a r t m e n t .

I t h i n k  t h a t ' s  t h e  o n l y  o p p o r t u n i t y  o r  p o t e n t i a l  p r o b l e m  a r e a  as 

f a r  a s  d u a l  r e g u l a t i o n  is c o n c e r n e d .

V L A I I O V I C H : I h a v e  a q u e s t i o n  to  a s k  D a ve. I t ' s  m y  u n d e r s t a n d i n g

t h a t  the N C U A ' s  s h a r e  i n s u r a n c e  p r o g r a m  i s  n o t  b a c k e d  b y  t h e  

t o t a l  g o o d  f a i t h  a n d  c r e d i t  o f  t h e  U.S. g o v e r n m e n t ;  it is 

b a s i c a l l y  a p r i v a t e l y  f u n d e d  p r o g r a m  s u p p o r t e d  b y  the c r e d i t

u n i o n s  t h r o u g h o u t  t h e  U n i t e d  S t a t e s .

C H A T F I E L D :  S t e p h e n ,  t h a t ' s  p a r t l y  t r u e  a n d  p a r t l y  a l i t t l e  n a r r o w e r

t h a n  t h e  a c t u a l  fact. T h e  s h a r e  i n s u r a n c e  f u n d  w a s  d e v e l o p e d  a n d  

is s u s t a i n e d  b y  a s s e s s m e n t s  a g a i n s t  the c r e d i t  u n i o n s  t h a t  are 

i n s u r e d  —  p r e m i u m s  f o r  t h a t  t y p e  o f  i n s u r a n c e .  H o w e v e r ,  it d o e s  

h a v e  g u a r a n t e e s  a n d  d r a w s  f r o m  t h e  U.S. t r e a s u r y  t o  m a i n t a i n  its 

l i q u i d  s t a t u s .

V L A I I O V I C H : T h a n k  y o u .



B R E C H T :  W e l l ,  I g u e s s  m y  f i n a l  c o m m e n t  o n  t h i s  w o u l d  b e  t h a t  if

t h a t  l a n g u a g e  w e r e  i n s e r t e d  it  w o u l d  c e r t a i n l y  b e  u s e d  w i t h  c a u t i o n  

b y  t h e  a d m i n i s t r a t i o n .

B R A D L E Y :  T h a n k  y o u  J u l i u s ;  a n y  f u r t h e r  c o m m e n t s .

S T U R G U L E W S K I :  J u l i u s ,  s e v e r a l  a r e a s .  F i r s t ,  t h e  p a g e  t h a t  r e f e r s

t o  t h e  s e v e n  m e m b e r  a g g r e g a t e ,  $ 1 , 0 0 0  a n d  t h e n  it g o e s  o n  o n  t h e  

n e x t  p a g e  a n d  o n e  o f  t h e  t h i n g s  t h a t  h a s  t o  b e  l o o k e d  a t  b y  the 

C o m m i s s i o n e r  is t h a t  t h e  p r o p o s e d  c r e d i t  u n i o n  is e c o n o m i c a l l y  

f e a s i b l e .  W e ' v e  h e a r d  a l o t  o f  d e b a t e  o r  d i s c u s s i o n  o v e r  t h e  l a s t  

c o u p l e  o f  d a y s  of h e a r i n g s  r e g a r d i n g  the f a c t  t h a t ,  in A l a s k a  w e  

h a v e  s o m e w h a t  o f  a u n i q u e  s i t u a t i o n  i n  t h a t  t h e  g r o u p s  h e r e ,  for  

t h e  c o m m o n  b o n d ,  m a y  n o t  be as l a r g e  as o u t s i d e ,  s o  w e  h a v e  so m e  

v e r y  u n i q u e  c o n d i t i o n s  t h a t  w e  n e e d  t o  b r i n g  t o g e t h e r  a n d  u t i l i z e  

a b r o a d e r  d e f i n i t i o n  o f  t h e  c o m m o n  b ond. I ' m  w o n d e r i n g ,  j u s t  f r o m  

a p h i l o s o p h i c a l  p o i n t  if  y o u  m i g h t  l i k e  t o  s p e a k  o n  w h a t  k i n d  of 

s t a n d a r d s  y o u  a p p l y  to s e e  t h a t  a c o m m o n  b o n d  e x i s t s  a n d  t h a t  

i t  is e c o n o m i c a l l y  f e a s i b l e .  I ' m  w o n d e r i n g  w h a t  k i n d  of s t a n d a r d s  

w o u l d  b e  d e v e l o p e d ;  w o u l d  t h e y  b e  in the f o r m  o f  r e g u l a t i o n s  o r  

c a n  i t  b e  t h a t  p r e c i s e ?

B R E C H T :  Yes, S e n a t o r  S t u r g u l e w s k i .  A  p a r t  o f  t h e  f i s c a l  n o t e

e n v i s i o n s  an a p p r o p r i a t i o n  f o r  a s t u d y  a n d  f o r  t h e  d r a f t i n g  of 

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

law. T h e  q u e s t i o n  of c o m m o n  b o n d  a n d  s e v e r a l  o t h e r  q u e s t i o n s  t h a t  

m a y  b e  r a i s e d  r e g a r d i n g  the p r e s e n t  b i l l  n e e d  t o  b e  c l a r i f i e d .

. //-



• •

S T U R G U L E W S K I :  In o t h e r  w o r d s  y o u  d o n ' t  h a v e  t h o s e  s t a n d a r d s  s e t  u p

a n d  y o u  w o u l d  a n t i c i p a t e  t h a t  t h e y  w o u l d  b e  d o n e  b y  r e g u l a t i o n .  Is 

t h a t  c o r r e c t ?

B R E C H T :  P r e f e r a b l y  b y  r e g u l a t i o n ,  w e  w o u l d  o f  c o u r s e  l o o k  t o  w h a t

t h e  h i s t o r y  h a d  b e e n  in o t h e r  s t a t e s  t h a t  s e e m  to b e  a t  l e a s t  

s o m e w h a t  s i m i l a r  t o  A l a s k a .  W e  w o u l d  l o o k  to  t h e  r e g u l a t i o n s  a n d  

p r o c e d u r e s  o f  -che N C U A .  T h e y  c e r t a i n l y  w o u l d  h a v e  m o r e  e x p e r i e n c e  

in t h i s  t h a n  w e  w o u l d  s t a r t i n g  r i g h t  of f .  A g a i n ,  g o i n g  b a c k  to 

t h e  f i s c a l  n o t e ,  t h e  s t u d y  w o u l d  o u t l i n e  w h a t  h a s  t o  b e  d o n e  t o 

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

u n i o n s  u n d e r  t h e  act.

S T U R G U L E W S K I :  O k a y ,  I ' v e  b e e n  r a t h e r  o f  t h e  f e e l i n g  t h a t  t h e r e

m a y  h a v e  b e e n  m o r e  d o n e  o n  that; it  s o u n d s  as t h o u g h  y o u  h a v e  

a w a y  t o  g o  if t h i s  b i l l  is e n a c t e d  i n  t h a t  area. O n  p a g e  9, 

l i n e  13, u n d e r  s e c t i o n  0 6 . 4 S . 0 6 0  o n  m e m b e r s h i p .  I ' m  j u s t  

w o n d e r i n g  i f  t h e  w a y  t h a t ' s  l a i d  out, i n c l u d i n g  the o n e  a t  t h e  

end, m e m b e r s  of  the i m m e d i a t e  f a m i l y  o f  a m e m b e r .  Is t h a t  a n o r m a l  

s t a n d a r d  a n d  i n c l u s i o n ?

B R E C H T :  I b e l i e v e  t h a t  the s u b s t a n c e  o f  t h i s  b i ll, to  a l a r g e

e x t e n t ,  c o m e s  f r o m  t h e  m o d e l  c r e d i t  u n i o n  a c t  a n d  c e r t a i n  o t h e r  

s t a t e  a c t s  t h a t  a r e  t h o u g h t  t o  b e  p r o g r e s s i v e .  A s  t o  w h e r e  t h i s  

s p e c i f i c  l a n g u a g e  c o m e s  from, I ' d  h a v e  t o  d e f e r  to Mr. C h a t f i e l d  

w h o  m i g h t  b e  m o r e  f a m i l i a r  w i t h  it.

- - - :

S T U R G U L E W S K I :  J u l i u s ,  if y o u  g o  t o  p a g e  30, l i n e  18. T a l k i n g  in

t h a t  p a r t i c u l a r  s e c t i o n  a b o u t  t h e  s u s p e n s i o n  a n d  j u s t  b e g i n  k i n d



o f  an o v e r v i e w .  I t  c a l l s  f o r  an  a n n u a l  r e p o r t .  T h e r e  a r e  c e r t a i n  

p e r c e n t a g e s  l i s t e d  t h r o u g h o u t  t h e  b i l l  as t o  w h e r e  a c r e d i t  u n i o n  

c a n  p u t  t h e i r  m o n e y  a n d  t h e  a m o u n t  o f  l o a n s  a n d  so on. H o w  o n e r o u s  

a b u r d e n  is i t  g o i n g  to b e  as f a r  as a r e g u l a t o r y  p r o c e s s  g o e s  t o  

s e e  t h a t  c r e d i t  u n i o n s ,  in fact, s t a y  h e a l t h y .  H a v e  y o u  r e a l l y  

c a r e f u l l y  l o o k e d  a t  t h a t  in d r a w i n g  u p  y o u r  f i s c a l  n o t e .  B e c a u s e  

I t h i n k  t h a t  if t h i s  b i l l  p a s s e s ,  w e ' r e  s a y i n g  to  t h e  p u b l i c  t h a t  

w e  a r e  g o i n g  t o  t a k e  o v e r  a c e r t a i n  r e s p o n s i b i l i t y  a n d  I ' m  f r a n k l y  

p r e t t y  s h o c k e d  i n  s o m e  o f  o u r  s u n s e t  r e v i e w s  t o  f i n d  t h a t  o u r  

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

e n a c t e d  is e x t r e m e l y  w e a k .  M y  c o n c e r n  h e r e  is, a r e  w e  h o l d i n g  o u t  

t h a t  w e  a r e  g o i n g  t o  d o  a j o b  a n d  t h e n  f i n d  t h a t  w e  d o n ' t  h a v e  t h e  

r e s o u r c e s  t o  d o  it. I ' d  l i k e  s o m e  c o m m e n t  o n  that.

B R E C H T :  W e  h a v e  t r i e d  to a d d r e s s  t h a t  in t h e  f i s c a l  n o t e .  W e

t r i e d  t o  e s t i m a t e  h o w  m u c h  t i m e  i t  w o u l d  t a k e  t o  d o  a t y p i c a l  

e x a m i n a t i o n  a n d  t o o k  o u r  o w n  e x p e r i e n c e  in e x a m i n i n g  o t h e r  t y p e s  

o f  f i n a n c i a l  i n s t i t u t i o n s  a n d  d r a w n  o n  t h e  e x p e r i e n c e  o f  c e r t a i n  

o t h e r  s t a t e s  in t h e i r  e x p e r i e n c e s  in e x a m i n i n g  i n s t i t u t i o n s .  We 

h a v e  t h a t  a s  a b a s i s  f o r  o u r  e s t i m a t e .  W e  are a l s o  e s t i m a t i n g  t h a t  

w e  w o u l d  h a v e  a p p r o x i m a t e l y  15 c r e d i t  u n i o n s  t h a t  w o u l d  e i t h e r  

c h a r t e r  o r  c o n v e r t .  If it w a s  a m u c h  l a r g e r  n u m b e r ,  t h e n  o b v i o u s l y  

w e  w o u l d  b e  s a t u r a t e d  w i t h  b u s i n e s s  in t h a t  r e s p e c t  a n d  w o u l d  go 

b e y o n d  t h e  p r o j e c t i o n s  o f  the f i s c a l  n o te.

S T U R G U L E W S K I : J u l i u s ,  in t h e  m a t t e r  o f  f i n a n c i a l  i n s t i t u t i o n s  t h a t

a r e  r e g u l a t e d  b y  t h e  s t a t e  c h a r t e r ,  d o  y o u  h a v e  a s p e c i f i e d  ti m e  

t h a t  y o u  go  o n  a n n u a l  i n s p e c t i o n s .  If t h e  a n s w e r  is yes, w o u l d  

y o u  a n t i c i p a t e  in t h e  c r e d i t  u n i o n s  t h a t  y o u  w o u l d  a c t u a l l y  go



a n d  m a k e  a n  i n s p e c t i o n  o r  is it  j u s t  as a  r e p o r t  t o  you. D o  y o u  

g o  o u t  in t h e  f i e l d  a n d  v e r i f y  t h a t ?

B R E C H T :  O u r  p o l i c y ,  l e t ' s  s a y  w i t h  r e s p e c t  to o t h e r  f i n a n c i a l

i n s t i t u t i o n s ,  w o u l d  b e  t o  d o  a f i e l d  e x a m i n a t i o n .  O n  a p e r i o d i c  

b a s i s .  W e  w o u l d  d o  t h e  s a m e  w i t h  c r e d i t  u n i o n s  i f  t h i s  b i l l  

b e c o m e s  law. In f a ct, I t h i n k  t h i s  b i l l  s p e c i f i e s  an  a n n u a l  

e x a m i n a t i o n  s o  w e  w o u l d  b e  r e q u i r e d  t o  d o  a n  e x a m i n a t i o n  a t  l e a s t  

o n c e  a y e a r .  T h e r e  m i g h t  b e  a n e e d  f o r  s p e c i a l  e x a m i n a t i o n s  if 

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

S T U R G U L E W S K I :  J u l i u s ,  o n e  o t h e r  q u e s t i o n .  T h e r e  w a s  s o m e  d i s c u s s i o n

a t  t h e  e a r l i e r  h e a r i n g  t h a t  y o u  d i d n ' t  h a v e  an o p p o r t u n i t y  to h e a r .  

T h e r e  w a s  t a l k  a b o u t  p o s s i b l e  a d o p t i o n  o f  a fee s c h e d u l e  t h a t  w o u l d  

g o  a l o n g  w a y  t o w a r d  f u n d i n g  t h e  n e c e s s a r y  s t a f f  t o  r e g u l a t e .

W h a t  is y o u r  f e e l i n g  o n  t h a t  as  f a r  as c r e d i t  u n i o n s  m e e t i n g  p a r t  of 

the c o s t  of  t h e  o p e r a t i o n  o f  y o u r  d e p a r t m e n t ?

B R E C H T :  T h e  f e e  s c h e d u l e  t h a t  h a d  a p p e a r e d  in a p r e v i o u s  v e r s i o n

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

t h e  c o s t  of d o i n g  a n  e x a m i n a t i o n  a n d  t h e  r e a s o n  w h y  t h e  c r e d i t  

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

an e x a m i n a t i o n  i.s to p u t  t h e m  o n  a p a r  w i t h  o t h e r  f i n a n c i a l  i n s t i t u­

t i o n s  w i t h  r e s p e c t  to p a y m e n t  o f  fees. U n d e r  t h e  p r e s e n t  law, 

u n d e r  A S  0 6 . 0 1 . 0 1 0 ,  a n y  f i n a n c i a l  i n s t i t u t i o n  t h a t  is s u b j e c t  to 

the r e g u l a t i o n  o f  t h e  d e p a r t m e n t  m u s t  p a y  t h e  c o s t s  i n c u r r e d  b y  

t he d e p a r t m e n t  in e x a m i n a t i o n  o r  i n v e s t i g a t i o n s .  I t ' s  p r e t t y  c l e a r  

as to h o w  f a r  t h a t  g o e s .  It i n c l u d e s  t h e  c o s t  of  t h e  e x a m i n e r ,  

t h e  s a l a r y  a n d  b e n e f i t s  o f  t h e  e x a m i n e r ,  p l u s  t r a v e l  a n d  p e r  d i e m



if .it's a f i e l d  e x a m i n a t i o n .  D u r i n g  t h e  c o u r s e  o f  t h e  o n - s i t e  

e x a m i n a  ;ion a n d  i n c l u d i n g  t h e  t i m e  n e c e s s a r y  to  w r i t e  u p  t h e  

e x a m i n a t i o n  r e p o r t  w i t h  t h e  i n v e s t i g a t i v e  r e p o r t  a f t e r  t h e  

e x a m i n e r  r e t u r n s  f r o m  t h e  fi e l d .  T h a t  i s  a l a r g e  p o r t i o n  o f  

the c o s t  of  a d m i n i s t e r i n g  t h e  p r o g r a m .  R o u g h  f i g u r e s ,  2 5 %  or 

so. I w o u l d  s a y  t h a t  if  w e ' r e  g o i n g  t o  h a v e  s o m e  s o r t  o f  a d m i n i s t r a­

t i v e  fee o r  a s s e s s m e n t  f o r  a d m i n i s t r a t i v e  c o s t s  t h a t  i t  s h o u l d  be 

a p p l i e d  a c r o s s  t h e  b o a r d  o n  a l l  f i n a n c i a l  i n s t i t u t i o n s .

S T U R G U L E W S K I :  J u l i u s ,  I ' m  a f r a i d  I ' m  a l i t t l e  b i t  lost. Y o u

r e f e r  to .010 w h e r e  y o u  h a v e  t h e  f u l l  c o s t .  D o e s  it m e a n  t h e n  

t h a t  w i t h  t h i s  b i l l  w e ' r e  c o v e r e d  f o r  t h e  f i e l d  e x a m i n a t i o n  a n d  

all t h e  a t t e n d e n t  c o s t s .  B u t  it  d o e s  n o t  g o  b e y o n d  t hat, is t h a t  

b a s i c a l l y  w h a t  y o u  s a i d ?

B R E C H T :  T h a t ' s  r i g h t ,  it d o e s  n o t  c o v e r ,  f o r  i n s t a n c e ,  t h e  t i m e

t h a t  w o u l d  b e  s p e n t  b y  an e x a m i n e r  in a n s w e r i n g  a c o n s u m e r  c o m p l a i n t  

o r  t h e  t i m e  s p e n t  in p r e p a r i n g  s t a t i s t i c s  in r e s p o n s e  to i n q u i r i e s  

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

are c e r t a i n  a d m i n i s t r a t i v e  c o s t s  t h a t  a r e  i n v o l v e d  i n  a d m i n i s t e r i n g  

the b a n k  a n d  f i n a n c i a l  i n s t i t u t i o n s  t i t l e s  t h a t  n o  i n s t i t u t i o n  

at t h e  p r e s e n t  t i m e  p a y s  for. I t ' s  t h e  t a x p a y e r  t h a t  p a y s  for it.

S T U R G U L E W S K I :  O k a y ,  b u t  w h a t  is in t h e  l a w  now. I t ' s  c o n s i s t e n t

w i t h  o t h e r  f i n a n c i a l  i n s t i t u t i o n s  so c r e d i t  u n i o n s  w o u l d  j u s t  fit 

in a n d  p a y  t h e  s a m e  f e e s  o r  s a m e  p r o p o r t i o n s .

B R E C H T :  A l r i g h t ,  I s a i d  I d i d n ' t  k n o w  t h e  e x a c t  c i t a t i o n ,  b u t

t h e r e  is a p r o v i s i o n  f o r  e x a m i n a t i o n  f o r  f i n a n c i a l  i n s t i t u t i o n s .



H e r e ,  for e x a m p l e ,  s e c t i o n  0 6 . 4 5 . 4 5 0  o n  p a g e  34 m a k e s  r e f e r e n c e  to  

the c o s t  of t h e  i n v e s t i g a t i o n  i n c u r r e d  i n  m a k i n g  a p p l i c a t i o n  for 

a b r a n c h  b y  t h e  d e p a r t m e n t  s h a l l  b e  p a i d  b y  t h e  a p p l i c a n t  in 

a c c o r d a n c e  w i t h  A S  0 6 . 0 1 . 0 1 0 .  T h a t  t i e s  d i r e c t l y  i n t o  t h a t  s t a t u t e .  

T h e r e  is a s i m i l a r  p r o v i s i o n  f o r  p r o c e s s i n g  a n  a p p l i c a t i o n  for 

a n e w  a s s o c i a t i o n  p r o b a b l y  c l o s e r  t o  t h e  b i l l .

C H A T F I E L D :  A t  t h e  b o t t o m  o f  p a g e  16 a n d  t h e  t o p  o f  p a g e  17 t h e r e

a r e  r e f e r e n c e s  to  t h a t  s t a t u t e  a n d  t h e  f a c t  t h a t  t h e  c r e d i t  u n i o n  

s h a l l  b e  r e q u i r e d  t o  p a y  t h e  f e e s  n e c e s s a r y  f o r  i n v e s t i g a t i o n s  a n d  

e x a m i n a t i o n s .  L e t  m e  s a y  t h a t  it is o u r  i n t e n t i o n  t h a t  t h e  s u p e r -  

v. s i o n  o f  c r e d i t  u n i o n s  b e  s e l f - s u s t a i n i n g .  T h a t  is t h e  c a s e  w i t h  

t h e  N C U A ;  t h a t  a g e n c y  h a s  n o  a p p r o p r i a t i o n  f r o m  t h e  g e n e r a l  f u n d  

o f  t h e  U n i t e d  S t a t e s .  T h e y  a r e  s t r i c t l y  s e l f  s u p p o r t i n g  b a s e d  

o n  e x a m i n a t i o n  a n d  i n v e s t i g a t i o n  fees. T h a t  is o u r  i n t e n t i o n  h e r e  

a l t h o u g h  w e  r e a l i z e  t h a t  it  m i g h t  w o r k  s o m e  b u r d e n  o n  s m a l l e r  c r e d i t  

u n i o n s .  I t h i n k  w e  d o  n o t  w i s h  to  t a k e  i s s u e  w i t h  t h e  f i s c a l  n o t e  

t h a t  J u l i u s  h a s  d o n e ,  h o w e v e r ,  h e  m a y  h a v e  b e e n  a l i t t l e  o p t i m i s t i c  

in t h e  n u m b e r  of  c r e d i t  u n i o n s  a n d  I t h i n k  h i s  f i s c a l  n o t e  i n c l u d e s  

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

w o u l d  be  r e q u i r e d .  W e  h a v e ,  a n d  I w i l l  p r o v i d e  y o u  w i t h ,  a c o p y  

o f  a s u r v e y  of s t a t e  r e g u l a t o r s  o f  a l l  t h e  v a r i o u s  s t a t e s  a n d  I 

b e l i e v e  it i n c l u d e s  t h e  C a n a d i a n  p r o v i n c e s  as w e l l ,  w h i c h  m a y  be of 

l e s s  s i g n i f i c a n c e ,  s h o w i n g  t h e  n u m b e r  of f i n a n c i a l  i n s t i t u t i o n s  

t h a t  e a c h  o f  t h e m  s u p e r v i s e s  a n d  t h e  n u m b e r  o f  p e r s o n s  t h a t  t h e y

h a v e  e m p l o y e d  to d o  t hat. A g a i n ,  it is o u r  i n t e n t  to b e  s e l f -

s u p p o r t i n g ,  w e  a r e  s e l f - s u p p o r t i n g  o n  the n a t i o n a l  le v e l ;  w e  

i n t e n d  to p a y  t h e  f e e s  n e c e s s a r y  to s u p p o r t  p r o p e r  s u p e r v i s i o n

o f  c r e d i t  u n i o n s  u n d e r  t h i s  act.



S T U R G U L E W S K I :  J u l i u s ,  o n e  f u r t h e r  q u e s t i o n .  W h a t  t y p e  o f  m a g i c

h a t  d i d  y o u  u s e  to a r r i v e  a t  y o u r  f i g u r e  o f  s o m e  15. I ' m  j u s t  

c u r i o u s ;  I ' d  l i k e  to t h i n k  a b o u t  if t h i s  b i l l  p a s s e s ,  w h a t  h a p p e n s  

in t h e  s t a t e  t o  t h e  c r e d i t  u n i o n s .  W e  hc.ve h a d  q u i t e  a b i t  of  

t e s t i m o n y  f r o m  p e o p l e  s t a t i n g  t h a t  t h e y  f e e l  t h a t  t h e r e  w i l l  n o t  

n e c e s s a r i l y  b e  a m a s s  c h a n g e  f r o m  f e d e r a l  t o  s t a t e .  O f  c o u r s e  

t h e y  h a v e  t o  w a i t  a n d  s e e  h o w  r e g u l a t i o n s  a n d  so o n  a r e  d e v e l o p e d  

u n d e r  the n e w  law, b u t  w h a t  b a s i s ,  if any, d i d  y o u  u s e  f o r  p i c k i n g  

t h a t  f i g u r e  a n d  v/hat's y o u r  f e e l i n g  as to w h a t  w i l l  h a p p e n  in t h e  

c r e d i t  u n i o n  f i e l d  i n  A l a s k a  if t h i s  b i l l ,  i n  fact, d o e s  b e c o m e  law?

B R E C H T :  T h e  f i g u r e  15, I m u s t  a d m i t ,  is a n  a r b i t r a r y  f i g u r e .

B u t  it ' s  b a s e d  in s o m e  r e s p e c t  on  the g e n e r a l  i n t e r e s t  in th i s  

l e g i s l a t i o n .  T h e  s u s t a i n e d  i n t e r e s t  o v e r  t h e  p a s t  t h r e e  y e a r s  

t h a t  I h a v e  b e e n  a s s o c i a t e d  w i t h  it a n d  e v e n  b e f o r e  that. And, 

in fact, in p r e v i o u s  t i m e s  t h e r e  w a s  m o r e  t a l k  a b o u t  c o n v e r s i o n  

to s t a t e  c h a r t e r .  T h e r e  w a s  o n e  p e r s o n  w h o  t e s t i f i e d  t h a t  t h e y  

w o u l d  be v e r y  l i k e l y  to s u b m i t  an a p p l i c a t i o n  f o r  c o n v e r s i o n  to 

s t a t e  c h a r t e r .  I t h i n k  t h a t  t h o s e  o t h e r  f e d e r a l  c r e d i t  u n i o n s  

t h a t  h a v e  t e s t i f i e d  o b v i o u s l y  l e t t i n g  t h e i r  p r e s e n t  r e g u l a t o r s  

k n o w  t h a t  t h e y  a r e  j u s t  c h a f i n g  a t  the b i t  to c o n v e r t  o n c e  the 

s t a t e  c h a r t e r  l e g i s l a t i o n  w a s  p r o v i d e d .  In a n y  c ase, I t h i n k  t h a t  

it w o u l d  t a k e  a t  l e a s t  oi.e e x a m i n e r ,  a v e r y  c o n s e r v a t i v e  e s t i m a t e ,  

to h a n d l e  the n e c e s s a r y  e x a m i n a t i o n  of  the i n s t i t u t i o n s .  O b v i o u s l y  

if w e  h a v e  o n e  o r  t w o  n e w  i n s t i t u t i o n s  a n d  n o  m o r e ,  t h a t ' s  a 

d i f f e r e n t  s t o r y  f r o m  10 to 15. B u t  if w e  g e t  s o m e t h i n g  l i k e  10 

to 15 w e ' r e  g o i n g  to b e  t a l k i n g  a b o u t  k e e p i n g  o n e  e x a m i n e r  b u s y

p r e t t y  m u c h  f u l l  t i m e  a n d  v e r y  l i k e l y  m o r e  t h a n  o n e  e x a m i n e r ,  o n e  

a n d  o n e - h a l f  e x a m i n e r s .  I ' m  n o t  s u g g e s t i n g  t h a t  t h e  d e p a r t m e n t
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B R A D L E Y :  T h a n k  y o u  v e r y  m u c h ,  M i k e .  Mr. B u z z  H o f f m a n ,  y o u r

c u r r e n t  p r e s i d e n t  o f  t h e  A l a s k a  B a n k e r s  A s s o c i a t i o n  h a s  i n s i s t e d  

t h a t  w e  h a v e  o n e  m o r e  h e a r i n g  w h e n  y o u r  l o b b y i s t ,  W e s  C o y n e r ,  

a r r i v e s  b a c k  f r o m  h i s  v a c a t i o n .  So, in a l l  f a i r n e s s ,  I t h i n k  

w e  p o s s i b l y  w i l l  h a v e  to  h a v e  o n e  m o r e  a n d  so a t  t h a t  t i m e  y o u  

w i l l  h a v e  a n o t h e r  o p p o r t u n i t y  to  t e s t i f y .

F a i r b a n k s  t e s t i m o n y  w a s  c o n c l u d e d .

C H A T F I E L D :  F i r s t  o f  all, I t h i n k  t h a t  t h e  t e s t i m o n y  t h a t  y o u ' v e

h e a r d  o v e r  the t w o  d a y s  o f  h e a r i n g s  h a s  b e e n  b e n e f i c i a l  t o  us 

a s  w e l l  as to y o u r s e l v e s .  I t h i n k  t h e r e  w e r e  m a n y  g o o d  p o i n t s  

b r o u g h t  out; a lot o f  q u e s t i o n s  r a i s e d  a n d  p e r h a p s  it  w o u l d  b e  b e s t  

to a d d r e s s  a c o u p l e  o f  t h o s e  now. O n  T u e s d a y  t h e r e  w e r e  a c o u p l e  of  

q u e s t i o n s  c o n c e r n i n g  t h e  f u n c t i o n  of the c e n t r a l  c r e d i t  u n i o n  p r o­

v i d e d  for in t h i s  b i l l .  I t  w a s  m e n t i o n e d  a g a i n  t h a t  it is a c r e d i t  

u n i o n  for c r e d i t  u n i o n s .  It s e r v e s  a c o r p o r a t e  f u n c t i o n  in c o r r e c t­

ing  l i q u i d i t y  m i s m a t c h e s  in e s s e n c e .  S h i f t i n g  f u n d s  f r o m  c r e d i t  

u n i o n s  t h a t  are in a l i q u i d  p o s i t i o n  to t h o s e  t h a t  h a v e  n e e d s  to 

b o r r o w .  T h e s e  t e n d  t o  b e  s e a s o n a l  t h i n g s  a n d  t h e  e x a m p l e  w a s  u s e d  

o f  t e a c h e r s  c r e d i t  u n i o n s  t h a t  h a v e  s u r p l u s e s  a t  t i m e s  o f  t h e  y e a r  

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

ing. A s  far as w h a t  h a p p e n s  now, I b e l i e v e  th a t  w a s  a s k e d .  T h e r e  

is s o m e  i n f o r m a l  i n t e r l e n d i n g  b e t w e e n  c r e d i t  u n i o n s  in t h e  s t a t e  

to  s e r v e  t h i s  l i q u i d i t y  m i s m a t c h  p r o b l e m .  H o w e v e r ,  it is i n f o r m a l  

a n d  m o s t  of t h i s  a c t i v i t y  f l o w s  to and f r o m  t h e  W e s t c o r p  F e d e r a l  

C r e d i t  U n i o n  w h i c h  is a c o r p o r a t e  c e n t r a l  c r e d i t  u n i o n  in C a l i f o r n i a  

t h a t  h a s  a g r e e d  to s e r v e  t h i s  r e g i o n .  If t h e r e  is n o  s t a t e  act, 

then, in fact, w e  w i l l  f i l e  f o r  a f e d e r a l  c o r p o r a t e  c e n t r a l  c h a r t e r

I (s



w o u l d  just run off a n d  i m m e d i a t e l y  hire two a d d i t i o n a l  examiners. 

W e  w o u l d  h i r e  a d d i t i o n a l  e x a m i n e r s  as the w o r k l o a d  required.

S T U R G U L E W S K I :  T h a n k  y o u  Julius. J u s t  a final q u e s t i o n .  If

y o u  t u r n  to p a g e  23, l i n e  8. I ' m  sure that this is a q u e s t i o n  that 

w i l l  be a n s w e r e d  b y  s o m e  o f  the p e o p l e  here, b u t  are t h o s e  sta n d a r d  

p e r c e n t a g e s  for re a l  e s t a t e  loans; are you c o m f o r t a b l e  w i t h  those?

BRECHT: I b e l i e v e  t h a t  t h a t  w a s  s t a n d a r d  l a n g u a g e  f r o m  a n o t h e r

act. Mr. C h a t f i e l d  m i g h t  b e  able to a n s w e r  that.

S T U R G U L E W S K I :  Mr. C h a t f i e l d  i n d i c a t e s  that t h o s e  are fede r a l

r e g u l a t i o n s .  T h a n k  y o u  v e r y  much, Julius.

T e s t i m o n y  w a s  c o n c l u d e d  f r o m  Juneau. C h a i r m a n  B r a d l e y  c h e c k e d

b a c k  wi t h  the o t h e r  s i t e s  for a d d i t i o n a l  w i t n e s s e s .  F a i r b a n k s  

ha d  o n e  wi t n e s s ,  M i c h a e l  W e i s  f r o m  Firsi N a t i o n a l  B a n k  of Fairbanks.

WEIS: I w o u l d  just li k e  to e m p h a s i z e  that I am  s p e a k i n g  on

b e h a l f  of the 1st N a t i o n a l  B a n k  of F a i r b a n k s  and the b a n k i n g  

i n d u s t r y  in g eneral. W e  at the 1st N a t i o n a l  Ba n k  of Fairbanks, 

as we have i n d i c a t e d  to n u m e r o u s  m e m b e r s  of the c r e d i t  union 

a s s o c i a t i o n ,  do, in p r i n c i p a l ,  a g r e e  w i t h  the b i l l  t h a t  is now 

b e f o r e  the l e g i s l a t u r e .  We  feel that the bill is c o n s i s t e n t  w i t h  

the e x i s t i n g  f i n a n c i a l  s y s t e m  of dual s t r u c t u r e  t h a t  was e s t a b l i s h e d  

w i t h i n  the c o n s t i t u t i o n  of the U n i t e d  States and we  al s o  feel that 

the i n c r e a s e d  c o m p e t i t i v e  n a t u r e  of the bi l l  for the b e n e f i t  of 

the A l a s k a n  c o n s u m e r  is w e l c o m e d  by our bank in e n a b l i n g  us to 

s h a r p e n  our sk i l l s  and b e t t e r  b e n e f i t  those indi v i d u a l s .

!  {*9



b e c a u s e  w e  feel t h i s  is an i m p o r t a n t  f u n c t i o n  t h a t  is n o t  yet s e r v e d  

in Alas k a .  I h a v e  h a d  the p a p e r s  on m y  d e s k  for s e v e r a l  m o n t h s  to  

file an a p p l i c a t i o n  for a f e d e r a l  c o r p o r a t e  c e n t r a l  c h a r t e r  and I 

h a v e  n o t  s u b m i t t e d  t h o s e  p e n d i n g  r e s o l u t i o n  of w h a t  h a p p e n s  w i t h  the 

s t a t e  act. It w o u l d  b e  o u r  d e s i r e  to ha v e  s t a t e  s u p e r v i s i o n  for 

the o t h e r  r e a sons t h a t  h a v e  b e e n  stated. F o r  the c o r p o r a t e  c e n t r a l  

as w e l l  as for the i n d i v i d u a l  c r e d i t  u n i o n s  that m i g h t  co m e  u n d e r  

the act.

■ 1 • '   --------------------------------

ST U R G U L E W S K I :  On t h a t  issue, are there o t h e r  f u n c t i o n s  t h a t  t h e y

fill such as in the c a s e  o f  a s u s p e n s i o n  or  one t h a t ' s  in t e m p o r a r y  

f i n a n c i a l  p r o b l e m s  o r  is th i s  l i q u i d i t y  m i s m a t c h  the p r i m a r y  

r e a s o n  for the e s t a b l i s h m e n t  of the c r e d i t  u n i o n ' s  c r e d i t  union.

C H A T F I E L D :  T h e r e  a r c  p e r h a p s  some o t h e r  f u n c t i o n s  t h a t  the c e n t r a l

w o u l d  fill in terms of s e t t l e m e n t  and w i r e  t r a n s f e r s  and some o t h e r  

n e e d s  that occui to the c o r p o r a t e  f u n c t i o  of the c r e d i t  union.

H owever, some c e n t r a l  c r e d i t  u n i o n s  serve as l i q u i d a t i n g  agents 

bu t  they are g e n e r a l l y  t h o s e  c r e d i t  u n i o n s  th a t  a l s o  s e rve ind i v i d u a l  

m e m b e r s  and s ince this c r e d i t  u n ion is i n t e n d e d  to serve a c o r p o r a t e  

f u n c t i o n  only, J. r a t h e r  d o u b t  that it w o u l d  e n g a g e  its ser v i c e s  

as a l i q u i d a t i n g  a g e n t  a l t h o u g h  th a t ' s  possi b l e ,  b u t  th i s  is not 

i n t e n d e d  to be an i idividua] m e m b e r  type c r e d i t  union. Th i s  

a s s o c i a t i o n  w o n  i ha v e  c o r p o r a t e  m e m b e r s  c o n s i s t i n g  of c r e d i t  unions 

w i t h i n  the s t ate th a t  c h o o s e  to join. P e r h a p s  n o w  w e  c o u l d  mo v e  on 

to a d d r e s s  the q u e s t i o n s  on the field of m e m b e r s h i p  and Sen. S t u r g u l e w s k i  

and o t h e r s  m a y  ha v e  r a i s e d  some q u e s t i o n s  on this. J u l i u s  Br e c h t  

i  m a k e  r e f e r e n c e  to it, b u t  w e  m i g h t  talk n o w  a b o u t  s e c tion 60 

c o n c e r n i n g  the field of m e m b e r s h i p  of c r e d i t  unions. T h i s  g e n e r a l l y



f o l l o w s  f e d e r a l  p r o c e d u r e s ,  h o w e v e r ,  t h e  f e d e r a l  c r e d i t  u n i o n  a c t  

i t s e l f  is r a t h e r  n a r r o w  a b o u t  w h a t  is s a y s  a b o u t  f i e l d  o f  m e m b e r s h i p .

It p e r m i t s ,  for e x a m p l e ,  t h e  k i n d s  of  g a t h e r i n g  t o g e t h e r  of  s i m i l a r  

g r o u p s  t h a t  v  h ”-' t a l k e d  a b o u t  i n  t h i s  b i l l .  T h e  p r o b l e m  h a s  b e e n  

i n  t h e  regul s, so  w h a t  w e  h a v e  h e r e  is an e n u m e r a t i o n  of t h e

t y p e s  of c r e d i t  u n i o n s  t h a t  c o u l d  b e  f o r m e d .  T h e  m a i n  d i f f e r e n c e  

b e t w e e n  t h i s  a n d  w h a t  is c u r r e n t l y  a v a i l a b l e  f r o m  t h e  n a t i o n a l  

c r e d i t  un. :>n a d m i n i s t r a t i o n  is i n  t h e  t e r m  " e m p l o y e e s  o f  r e l a t e d  

o r  n e i g h b o r i n g  i n d u s t r i e s " .  T h i s  is a n  i s s u e  w h i c h  N C U A  h a s  g o n e  

b a c k  a n d  f o r t h  o n  a n d  s o m e t i m e s  b e e n  i n c o n s i s t e n t .  S o m e t i m e s  t h e y  

s a y  y e s  y o u  c a n  c h a r t e r  a c r e d i t  u n i o n  t o  s e r v e  e v e r y b o d y  in t h i s  

i n d u s t r i a l  p a r k  a n d  n e x t  y e a r  t h e y  s a y  n o  w e ' r e  n o t  d o i n g  t h a t  a n y m o r e .  

S o  w e ' r e  t a l k i n g  h e r e  a b o u t  r e l a t e d  e m p l o y e e  g r o u p s ,  r e l a t e d  

f i e l d s  of m e m b e r s h i p ,  r e l a t e d  p e o p l e  t o  s e r v e  s u c h  g r o u p s  as 

t h e  b a r  a s s o c i a t i o n  t h a t  y o u  h e a r d  from, t h e  b r o a d c a s t e r ' s  a s s o c i a­

tio n ,  w h i c h  y o u  h e a r d  f r o m  w h i c h  is c o m p o s e d  o f  s m a l l  e m p l o y e r ' s  

i n  a w i d e  field, b u t  w i t h o u t  s u f f i c i e n t  n u m b e r s  t o  f o r m  t h e i r  

o w n  c r e d i t  u n i o n  so w e ' r e  c l e a r l y  t a l k i n g  a b o u t  a s i t u a t i o n  t h a t  

is n o t  u n i q u e  to, b u t  m o r e  s e r i o u s  in A l a s k a  t h a n  s o m e  o t h e r  p l a c e s .  

W e ' r e  t a l k i n g  a b o u t  s m a l l  g r o u p s  o f  e m p l o y e e s  a n d  a w a y  to  s e r v e  

t h o s e  by  t h i s  l a n g u a g e  " e m p l o y e e s  o f  r e l a t e d  o r  n e i g h b o r i n g  

i n d u s t r i e s "  and the n e i g h b o r i n g  i n d u s t r i e s ,  t h e  i n d u s t r i a l  p a r k  

e x a m p l e ,  m i g h t  b e  an e x a m p l e  o f  h o w  y o u  w o u l d  s e r v e  s o m e  s m a l l  

e m p l o y e r s  t h r o u g h  t h a t  p r o v i s i o n .  S e n a t o r  S t u r g u l e w s k i ,  h a v e  

J u l i u s '  a n d  my  c o m m e n t s  a n s w e r e d  y o u r  q u e s t i o n s ?

S T U R G U L E W S K I :  I t h i n k  t h e  a r e a  I w o u l d  b e  i n t e r e s t e d  in t a k i n g

a l o o k  at w o u l d  b e  t h e  r e g u l a t i o n s  b e c a u s e  t h e s e  w o r d s  a r e  c e r t a i n l y  

b r o a d  e n o u g h  to b r i n g  in a n d  m e e t  s o m e  v e r y  s p e c i f i c  n e e d s ,  b u t



f r o m  t h e  s a f e t y  o f  t h e  i n d i v i d u a l  d e p o s i t ,  o b v i o u s l y ,  t h o s e  s t a n d a r d s  

t h a t  a r e  u s e d  to d e t e r m i n e  t h e  e c o n o m i c  h e a l t h  o f  it a r e  t e r r i b l y  

i m p o r t a n t  as w e l l  as t h e  o n g o i n g  r e g u l a t i o n s  to b e  s u r e  t h a t  it

c o n t i n u e s  to b e  a v i a b l e  o r g a n i z a t i o n .

C H A T F I E L D :  Yes, I a p p r e c i a t e  t h a t  a n d  I w a s  g o i n g  t o  a d d r e s s  t h i s

e c o n o m i c  v i a b i l i t y  q u e s t i o n  n e x t ,  b u t  I t h i n k  t h a t  y o u  h a v e  b r o u g h t  

u p  s o m e  v e r y  g o o d  p o i n t s  i.n n o t i n g  t h a t  t h e  f i e l d  o f  m e m b e r s h i p  

i n c l u d e s  m e m b e r s  o f  t h e  i m m e d i a t e  f a m i l y  a n d  t h a t ' s  f u r t h e r  d e f i n e d  

w i t h i n  t h a t  s e c t i o n  a n d  I t h i n k  t h e  f a c t  t h a t  t h i s  c l o s e l y  f o l l o w s  

t h e  f e d e r a l  c r e d i t  u n i o n  p r o v i s i o n s  e x c e p t  f o r  t h o s e  w e  h a v e  t a l k e d  

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

t h e  n e e d s  of  A l a s k a n s .

M A R T I N :  I h a v e  c o n c e r n s  s i m i l a r  to  Sen. S t u r g u l e w s k i  o n  t h e  s t a r t­

u p  c o s t s ,  Mr. C h a t f i e l d ,  a n d  s o m e t i m e s  in the t e s t i m o n y  t h a t ' s

g i v e n  I f e e l  t h a t  w e ' r e  p r o m i s i n g  t h a t  g o l d e n  l i g h t  f o r  e v e r y b o d y ;

h e r e ' s  t h e  a n s w e r  to  a l l  y o u r  f i n a n c i a l  w o r r i e s  i n  t h e  w o r l d  a n d  

t h e  s t a r t - u p  c o s t s ,  n o w  t h a t  w e ' v e  g o t t e n  m o r e  i n t o  it, s e e m  t o  

b e  p r o h i b i t i v e  f o r  c e r t a i n  g r o u p s ,  e s p e c i a l l y  w i t h  t h e  r e g u l a t i o n s  

s e e m s  to b e  a d e a l  w h e r e  t h e  p e o p l e  w a n t  t o  f u n d  t h e i r  o w n  o r g a n i z a­

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

S e e m s  w e ' r e  d e v e l o p i n g  f a l s e  p r e t e n s e s  to b e g i n  w i t h ;  t h e r e  a r e  

o n l y  so m a n y  g r o u p s  t h a t  y o u  c a n  d i v i d e  u p  i n t o  t o  t a k e  c a r e  of 

y o u r s e l f .  W e  c a n  h a v e  t h e  S c a n d i n a v i a n s  of  A l a s k a ,  w e  c a n  h a v e  t h e  

C u b a n  g r o u p s  of A l a s k a ,  a n d  a l l  t h e s e  w o u l d  b e  v i a b l e  p e o p l e  s a y i n g  

w e  d e s e r v e  t o  be  r e c o g n i z e d  b u t  y e t  t h e y  c a n ' t  p a y  f o r  t h e m s e l v e s .

Is t h e r e  a n y t h i n g  to p r o t e c t  t h e  t a x p a y e r s  f r o m  s a y i n g  w e l l ,  w e  

h a v e  a d i s c r i m i n a t o r y  l a w  h e re, t h e r e f o r e  t h e s e  g r o u p s  w h o  c a n n o t



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

a n d  p e r h a p s  b e c a u s e  t h e s e  p e o p l e  a r e  w h a t  t h e y  a r e  a n d  t h e i r  

e c o n o m i c  c o n d i t i o n s ,  w e  w i l l  w a i v e  t h e  cost. H o w  d o  y o u  f e e l  a b o u t  

t h a t ?

C H A T F I E L D :  F i r s t  o f  all, j u s t  as a m a t t e r  o f  i n f o r m a t i o n ,  t h e r e

a r e  c r e d i t  u n i o n s  i n  v a r i o u s  p a r t s  of t h e  c o u n t r y  s e r v i n g  g r o u p s  

s u c h  as t h e  C u b a n s  l o c a t e d  h e r e  o r  t h e  S c a n d i n a v i a n s  l o c a t e d  there. 

T h o s e  k i n d s  o f  t h i n g s  d o  e x i s t  a l t h o u g h  t h u s  f a r  n o t  in  A l a s k a .

W e ' r e  t a l k i n g  a b o u t  t h e  e c o n o m i c  v i a b i l i t y ,  a n d  i t ' s  b e e n  n o t e d  

t h a t  t h e  C o m m i s s i o n e r  is c h a r g e d  w i t h  the r e s p o n s i b i l i t y  o f  d e t e r­

m i n i n g  t h a t ,  a n d  J u l i u s  l i s t e d  t h e  w a y s  in  w h i c h  t h e y  w o u l d  a t t e m p t  

t o  d o  t h a t .  W e ' r e  a l s o  t a l k i n g  a b o u t  s t a r t - u p  c o s t s  t h a t  c a n  be  

a m o r t i z e d  o v e r  a c e r t a i n  p e r i o d  a n d  t h a t ' s  t h e  w a y  i t ' s  d o n e  now. 

W h e n  c r e d i t  u n i o n s  a r e  f o r m e d  t h e r e  are c e r t a i n  s t a r t - u p  c o s t s  t h a t  

a r e  i n c u r r e d  a n d  t h o s e  a r e  a m o r t i z e d  o v e r  an  a c c o u n t i n g  p e r i o d  so 

t h a t  t h e y  n e e d  n o t  b e  e x p e n s e d  o f f  all a t  o n c e  w i t h  t h e  a c c o m p a n y i n g  

b u r d e n  t h a t  t h a u  w o u l d  b r i n g  o n  t h e  c r e d i t  u n i o n .  D u t  I c a n  t e l l  

y o u  t h a t  w e  a r e  a l s o  n o t  i n t e r e s t e d  in f o r m i n g  a l o t  of  m a r g i n a l  

c r e d i t  u n i o n s  t h a t  w o u l d  r e q u i r e  c o n s t a n t  w o r k  a n d  s t r u g g l e  to  k e e p  

t h e m  a c t i v e ,  b e c a u s e  as t h e  s t a t e  t r a d e  a s s o c i a t i o n  o f  c r e d i t  

u n i o n s ,  t h a t  f u n c t i o n  w o u l d  f a l l  u p o n  us a n d  w e  d o n ' t  h a v e  the 

r e s o u r c e s  n o r  the d e s i r e  t o  s e e  a b u n c h  o f  c r e d i t  u n i o n s  b r o u g h t  

i n t o  b e i n g  t h a t  w o u l d  r e q u i r e  c o n s t a n t  h a n d h o l d i n g  o n  a lo n g  t e r m  

b a s i s .  W e  d o n ' t  h a v e  t h e  r e s o u r c e s  to d o  t h a t  a n d  t h a t  i s  o u r  

r e s p o n s i b i l i t y  s h o u l d  it o c c u r ,  so w e  h a v e  a d e f i n i t e  i n t e r e s t  in 

s a y i n g  c r e d i t  u n i o n s  f o r m e d  h a v e  g o o d  e c o n o m i c  p o t e n t i a l ,  t h a t  h a v e  

s o l i d  l e a d e r s h i p  a n d  t h a t  w e  c a n  g u i d e  in t h e i r  g r o w t h  p e r i o d s  

a n d  t h a t  c a n  b e c o m e  s u c c e s s f u l  c r e d i t  unio n s .

i'C



J u n e a u  c a m e  b a c k  o n - l i n e  w i t h  a c o m m e n t  f r o m  J u l i u s  B r e c h t .

B R E C H T :  I t h o u g h t  I m i g h t  m a k e  o n e  s t a t e m e n t  h e r e  t o  m a k e  su r e

t h e r e  i s n ' t  a m i s u n d e r s t a n d i n g .  W h e n  w e  w e r e  g o i n g  t h r o u g h  t h e  

a d m i n i s t r a t i v e  c o s t s  as o p p o s e d  to  t h e  c o s t  of e x a m i n a t i o n  and

i. %■;
i n v e s t i g a t i o n ,  I w a n t  co m a k e  c l e a r  t h a t  t h e  c o s t  o f  d e v e l o p i n g  

r e g u l a t i o n s  o r  g u i d e l i n e s  to  r e g u l a t e  c r e d i t  u n i o n s  w o u l d  n o t  b e  

c h a r g e d  t o  t h e  i n d i v i d u a l  c r e d i t  u n i o n s ,  c h a r t e r e d  o r  i n  t h e  p r o c e s s

I
o f  b e i n g  c h a r t e r e d  u n d e r  t h e  s t a t e  law. T h a t  w o u l d  b e  a g o o d

.

e x a m p l e  o f  an a d m i n i s t r a t i v e  c o s t  t h a t  w o u l d  b e  b o r n e  b y  t h e  

t a x p a y e r .  T h e  o n l y  c o s t  t h a t  w o u l d  b e  b o r n e  b y  t h e  c r e d i t  u n i o n s  

t h e m s e l v e s  a r e  the c o s t s  i n c u r r e d  d i r e c t l y  to  t h e  e x a m i n i n g  o r  

i n v e s t i g a t i v e  e f f o r t  o n  t h a t  s p e c i f i c  c r e d i t  u n i o n .

C H A T F I E L D :  L e t  m e  s a y  t h a t  t h a t  d i f f e r s ,  a n d  I c a n ' t  s p e a k  to b a n k s

b u t  I c a n  s p e a k  to w h a t  h a p p e n s  n o w  w i t h  f e d e r a l  c r e d i t  u n i o n s ,  

s i n c e  t h e  N C U A  is o n l y  c h a r t e r e d  to s u p e r v i s e ,  e x a m i n e  a n d  o t h e r w i s e  

k e e p  t r a c k  of c r e d i t  u n i o n s  t h e n  t h e r e  is n o  p r o b l e m ,  t h e r e w i t h  

p a s s i n g  a d m i n i s t r a t i v e  c o s t s  as w e l l  as d i r e c t  e x a m i n a t i o n  c o s t s  on 

to c r e d i t  u n i o n s  a n d  t h e i r  e x a m i n a t i o n  s c h e d u l e ,  w h i c h ,  b y  the way, 

w a s  t h e  e x a m i n a t i o n  s c h e d u l e  t h a t  J u l i u s  r e f e r r e d  t o  w h i c h  w a s  in 

an e a r l i e r  v e r s i o n  o f  t h i s  b i l l .  It w a s  the s a m e  e x a m i n a t i o n  

s c h e d u l e  as f o r  f e d e r a l  c r e d i t  u n i o n s .  H o w e v e r ,  w e  r e a l i z e  t h a t  

t h e y  h a v e  c e r t a i n  e c o n o m i e s  o f  s c a l e  b e c a u s e  of  t h e i r  n a t i o n w i d e  

o p e r a t i o n  t h a t  p e r h a p s  t h o s e  s a m e  r a t e s  w o u l d  n o t  r e s u l t  in s e l f -  

s u s t a i n i n g  s u p e r v i s i o n  in A l a s k a .  In the c a s e  o f  f e d e r a l  c r e d i t  

u n i o n s  t h o s e  c o s t s ,  all c o s t s ,  i n c l u d i n g  a d m i n i s t r a t i o n ,  a r e  r e ­

f l e c t e d  in the e x a m i n a t i o n  a n d  i n v e s t i g a t i o n  f e e s  t h a t  a r e  u s e d  

to s u p p o r t  t h e  e n t i r e  a g e n c y  a n d  a g a i n  t h a t  a g e n c y  d o e s  n o t  h a v e  

an a p p r o p r i a t i o n  f r o m  t h e  g e n e r a l  f u n d  of  t h e  U n i t e d  S t a t e s ;  it

is c o m p l e t e l y  s e l f - s u s t a i n i n g  a n d  t h e  a d m i n i s t r a t i o n  c o s t s  are

_________________  .  I J l



l e v e l l e d  o u t  a n d  i n c l u d e d  in the c o s t  o f  s u p e r v i s i o n .

S T U R G U L E W S K I :  I c a n  s e e  t h e  t r e m e n d o u s  i n t e r r e l a t i o n s h i p  b e t w e e n

t h a t  e c o n o m i c  s t a n d a r d  a n d  t h e  f i e l d  o f  m e m b e r s h i p .  I w o u l d  h o p e  

t h a t  if  t h i s  b i l l  p a s s e s  t h a t  i n d e e d  it  c a n  b e  a d a p t e d  m o r e  to t h e  

A l a s k a n  c o n d i t i o n s  t h a t  w e  m i g h t  t a k e  in, f o r  e x a m p l e ,  t h e  bar  

m e m b e r s h i p  is g o od, n o t  j u s t  t h e  b a r  a s s o c i a t i o n ,  b u t  t h e  firms 

a n d  e m p l o y e e s .  I d o n ' t  t h i n k  t h a t  i t ' s  g o i n g  t o  b e  a n  e a s y  t a s k  

n e c e s s a r i l y ,  to  go  t o  w h a t  h a s  h a p p e n e d  i n  o t h e r  a r e a s  t o  give u s  

t o o  m u c h  in t h e  w a y  o f  g u i d e l i n e s  o n  s e t t i n g  u p  t h o s e  e c o n o m i c  

s t a n d a r d s .  W e  m i g h t  w e l l  h a v e  t o  d e v e l o p  n e w  o nes. I t h i n k  t h a t  

is o f  s u f f i c i e n t  i n t e r e s t  t h a t  I w o u l d  h o p e  t h a t  it is n o t  o u t  

o f  l i n e  t o  a s k  that, p o s s i b l y ,  t h o s e  r e g u l a t i o n s  c o u l d  b e  s h a r e d  

w i t h  t h e  C o m m e r c e  C o m m i t t e e  s o  t h a t  w e  c o u l d  t a k e  a l o o k  a t  t h a t  

to s e e  t h a t  w e ' r e  n o t  u n d u l y  r e s t r i c t i n g ,  p u t t i n g  i m p o s i t i o n s ,  

on  t h e  m e m b e r s h i p  a n d  t h e  g r o u p s  c a n  g o  a h e a d  a n d  f o rm. I 

t h i n k  t h a t ' s  g o i n g  t o  b e  t e r r i b l y  i m p o r t a n t  as to h o w  t h i s  w h o l e  

a c t  w o r k s .  T h e  i n t e r r e l a t i o n s h i p  b e t w e e n  the e c o n o m i c  h e a l t h  

a n d  t h e  f i e l d  o f  m e m b e r s h i p .

C H A T F I E L D :  It is c e r t a i n l y  o u t  i n t e n t  to t r y  to w o r k  v e r y  c l o s e l y

as c l o s e l y  as  c o n d i t i o n s  r e q u i r e  a n d  w i l l  p e r m i t ,  w i t h  t h e  

D i v i s i o n  o f  B a n k i n g ,  w i t h  t h i s  c o m m i t t e e ,  a n d  w i t h  o t h e r  i n t e r e s t e d  

p a r t i e s  in m a k i n g  the t h i n g  t o  w o r k  to  its b e s t  a d v a n t a g e  so t h a t  

t h e r e  a r e  s u c c e s s f u l  c r e d i t  u n i o n s  so t h a t  the n e e d s  o f  t h e  m e m b e r s  

a r e  p r o p e r l y  s e r v e d  a n d  t h a t  t h e  c r e d i t  u n i o n s  a r e  f i n a n c i a l l y  s t a b l e .  

W e  w o u l d  b e  h a p p y  to h a v e  s o m e  i n p u t  i n t o  the r e g u l a t i o n s ;  we w o u l d  

a l s o  b e  p l e a s e d  to a s s i s t  the D e p a r t m e n t  in its c h a r t e r  i n v e s t i g a t i o n  

as w e  n o w  d o  w i t h  the N C U A .  W e  s u b m i t  an i n v e s t i g a t i o n  r e p o r t



f o r  p r o p o s e d  c r e d i t  u n i o n s  t o  a s s i s t  t h e m  in m a k i n g  t h e i r  d e c i s i o n s .

W e  w o u l d  b e  p l e a s e d  to  d o  t h a t  f o r  t h e  D e p a r t m e n t .

B R A D L E Y :  D a v e  a n d  J u l i u s ,  o n  t h e  f i r s t  p a g e  o f  t h e  b i l l  it ' s  m e n t i o n e d

it o n l y  t a k e s  s e v e n  p e o p l e  a n d  $ 1 , 0 0 0  t o  f o r m  a c r e d i t  u n i o n .  T h a t  

o b v i o u s l y  w o u l d  n o t  b e  a v i a b l e  c r e d i t  u n i o n .  T h a t ' s  a l l  i t  t a k e s  

t o  b e g i n  it, b u t  h o w  w o u l d  w e  p r e v e n t  o n e  f r o m  f o r m i n g  w i t h  t h a t  as 

t h e  i n i t i a l  r e q u i r e m e n t .  It  m a y  n o t  b e  a n y  m o r e  t h a n  t h a t ,  o r  a f e w  

m o r e  t h a n  t h a t  a n d  it d e f i n i t e l y  w o u l d  n o t  b e  a v i a b l e  c r e d i t  u n i o n .

Y o u  t h i n k  t h i s  is m i s l e a d i n g ?

C H A T F I E L D : T h e  o t h e r  s t a n d a r d s  a n d  t h i n g s  t h a t  t h e  d e p a r t m e n t  is

c h a r g e d  w i t h  d e t e r m i n i n g  as f a r  as e c o n o m i c  f e a s i b i l i t y  a r e  c e r t a i n l y  

g o o d  p r o v i s i o n s  a n d  v a l i d  p r o v i s i o n s  to h ave. A n d ,  a g a i n ,  we  a r e  

n o t  i n t e r e s t e d  in s e e i n g  a b u n c h  o f  c r e d i t  u n i o n s  f o r m  t h a t  a r e  n o t  

e c o n o m i c a l l y  f e a s i b l e  a n d  d o n ' t  h a v e  g o o d  p o t e n t i a l  f o r  s u c c e s s .

T h e  s e v e n  p e o p l e  w i t h  t h e  $ 1 , 0 0 0  is m o r e  r e s t r i c t i v e  t h a n  the f e d e r a l  

a c t  w h e r e  s e v e n  p e o p l e  w i t h  $5 e a c h  o r  a t o t a l  of $35 c a n  a p p l y  f o r  

a f e d e r a l  c r e d i t  u n i o n  c h a r t e r .  H o w e v e r ,  t h a t ' s  j u s t  t h e  b e g i n n i n g .  

T h e r e  is o b v i o u s l y  m u c h  m o r e  t h a n  that. T h e r e  is an i n v e s t i g a t i o n  

t h e r e  a r e  r e p o r t s  r e n d e r e d ,  t h e  e c o n o m i c  f e a s i b i l i t y  is d e t e r m i n e d ,  

t h e  p r o p o s e d  f i e l d  of m e m b e r s h i p  is e x a m i n e d  a n d  o b v i o u s l y  t h a t  w o u l d  

be  t r u e  u n d e r  t h e  s t a t e  a c t  a s  w e l l .  I t h i n k  i t ' s  i m p o r t a n t  t o  n o t e  

t h e  v e r y  d i f f e r e n t  c a p i t a l  r e q u i r e m e n t s  o f  c r e d i t  u n i o n s  a s  t h e y  

b e g i n  v e r s u s  o t h e r  f i n a n c i a l  i n s t i t u t i o n s .  W h e n  a b a n k  f i r s t  o p e n s  

its d o o r s  it m u s t  h a v e  o f f i c e s  p r o p e r  t o  h o u s e  its o p e r a t i o n s  a n d  

to p u t  t h e  d e s i r e d  i m a g e  a c r o s s  t o  its c u s t o m e r s ,  m u s t  h a v e  a fu l l  

ti m e  s t a f f ,  m u s t  h a v e  s u f f i c i e n t  f u n d s  to m e e t  its l e n d i n g  o b j e c t i v e s ,  

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

t



i n c l u d i n g  s u c h  t h i n g s  as d a t a  p r o c e s s i n g .  T h e r e  a r e  v e r y  s u b s t a n t i a l  

c a p i t a l  r e q u i r e m e n t s  b e f o r e  a b a n k  s h o u l d  b e g i n  o p e r a t i o n .  C o n t r a s t  

t h a t  w i t h  t h e  c r e d i t  u n i o n  w h e r e  t y p i c a l l y  a c r e d i t  u n i o n  d o e s  n o t  

b e g i n  w i t h  c a u s e  f o r  o f f i c e  s p a c e ;  i t ' s  u s u a l l y  o p e r a t e d  o u t  o f  a 

v o l u n t e e r ' s  h o m e ,  it d o e s  n o t  h a v e  p a i d  s t a f f  for t h e  f i r s t  s e v e r a l  

y e a r s  o f  its e x i s t e n c e .  I t ' s  o p e r a t e d  e n t i r e l y  b y  v o l u n t e e r s  

d o n a t i n g  t h e i r  t i m e  to  d e v e l o p  t h i s  o r g a n i z a t i o n  f o r  t h e  r e s t  o f  

t he m e m b e r s .  It  g e n e r a l l y  b e g i n s  w i t h  h a n d  p o s t i n g  a n d  a c o u p l e  

o f  y e a r s  d o w n  t h e  r o a d  m a y  g r a d u a t e  t o  a b o o k k e e p i n g  m a c h i n e  a n d  

s t a r t s  o u t  m a k i n g  v e r y  s m a l l  l o a n s  f o r  s u c h  t h i n g s  as f u r n i t u r e ,  

a p p l i a n c e s ,  m e d i c a l  a n d  e m e r g e n c y  n e e d s .  It h a s  v e r y  d i f f e r e n t  

l o a n  r e q u i r e m e n t s  a n d  o v e r a l l  a v e r y  d i f f e r e n t  s e t  of c a p i t a l  

r e q u i r e m e n t s  t h a n  d o  o t h e r  f i n a n c i a l  i n s t i t u t i o n s .  I t h i n k  i t ' s  

i m p o r t a n t  t o  n o t e  t h a t  b e c a u s e  t h i s  s e v e n  p e o p l e  w i t h  t h e  $ 1 , 0 0 0  

t h i n g  h a s  c o m e  u p  b e f o r e  a n d  I d o n ' t  t h i n k  t h a t  a r g u m e n t  r e c o g n i z e s  

the v e r y  d i f f e r e n t  c a p i t a l  n e e d s  o f  t h e  t w o  i n s t i t u t i o n s .

B R E C H T :  T h e r e  a r e  a n u m b e r  of  m e m b e r s  w h e r e  the m i n i m u m  m i g h t  b e

200 m e m b e r s  as o p p o s e d  t o  a n o t h e r  a r e a  w h e r e  the m i n i m u m  m i g h t  b e  

300 m e m b e r s ,  so w e ' r e  t a l k i n g  a b o u t  an i n s t i t u t i o n  t h a t  w o u l d  h a v e  

m o r e  t h a n  j u s t  t h e  s e v e n  i n c o r p o r a t o r s .

B R A D L E Y :  T h a n k  yo u ,  J u l i u s .  Mr. C h a t f i e l d  has a n o t h e r  c o m m e n t .

C H A T F I E L D :  I j u s t  w a n t e d  t o  s a y  t h a t  t h o s e  w e r e  a c o u p l e  o f  a r e a s

t h a t  I t h i n k  w e r e  l e f t  h a n g i n g  f r o m  T u e s d a y  t h a t  I d i d  w a n t  to 

cover. In s u m m a r y ,  the r e c o r d  w i l l  s h o w  t h a t  y o u  h a v e  h e a r d  f r o m  

r e p r e s e n t a t i v e s  f r o m  15 c r e d i t  u n i o n s ;  t h o s e  15 c r e d i t  u n i o n s  

r e p r e s e n t  t o t a l  m e m b e r s h i p  o f  a p p r o x i m a t e l y  1 9 0 , 0 0 0  p e r s o n s ,  w e



h a v e  h e a r d  t e s t i m o n y  f r o m  o t h e r  o r g a n i z a t i o n s  i n c l u d i n g  t h e  b a r  

a s s o c i a t i o n ,  n a t i v e  c o r p o r a t i o n s ,  b r o a d c a s t e r s  a n d  t h i s  m o r n i n g  

y o u  h e a r d  f r o m  a b a n k e r  i n  F a i r b a n k s  w h o  s a i d  h e  w a s  n o t  o p p o s e d  

to t h e  b i l l .  A l s o  p r e s e n t  is Mr. G e o r g e  D i e n e r ,  V i c e  P r e s i d e n t  

o f  A l a s k a  P a c i f i c  B a n k ,  w h i c h  I b e l i e v e  h a s  a s i m i l a r  v i e w  a n d  

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

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

f o r  t h e  r e c o r d  w h i c h  w e r e  r e c e i v e d  i n  M a y ,  t h e y  a r e  in c o n s i d e r a t i o n  

o f  t h i s  b i l l  a n d  o n e  is f r o m  a b a n k  t h a t  w a s  n o t  a b l e  t o  a p p e a r  

at t h e s e  h e a r i n g s ,  A l a s k a  B a n k  o f  C o m m e r c e ,  w h i c h  i n d i c a t e d  i t  h a d  

n o  o p p o s i t i o n  t o  t h e  b i l l .  I t h i n k  w e  h a v e  h a d  a b r o a d ,  o p e n  

d i s c u s s i o n  o f  t h e  i s s u e ,  y o u  h a v e  h e a r d  t h e  o p i n i o n  of t h e  b a n k i n g  

d i v i s i o n  a n d  I t h i n k  t h a t  t h e  h e a r i n g  r e c o r d s  w i l l  r e f l e c t  a v e r y  

i n - d e p t h  d i s c u s s i o n  t h a t  w a s  h e l d .  W e  w e r e  v e r y  h a p p y  t o  see t h e s e  

q u e s t i o n s  r a i s e d  a n d  if y o u  h a v e  a n y  f u r t h e r  q u e s t i o n s ,  I w o u l d  b e

h a p p y  to t r y  a n d  a n s w e r  t h e m  a t  t h i s  t i me.

S T U R G U L E W S K I :  J u s t  one, a n d  a g a i n ,  t h i s  is for m y  l e a r n i n g  a b i t

m o r e .  T h i s  b i l l  d o e s  a l l o w  f o r  t h e  u t i l i z a t i o n  o f  t h e  s h a r e  d r a f t s

a n d  I w o u l d  l i k e  j u s t  a l i t t l e  b a c k g r o u n d  i n f o r m a t i o n ;  w a s  the

f e d e r a l  r u l i n g  n o t  r e a l l y  on  t h e  i s s u e ,  as t o  w h e t h e r  it w a s  

a p p r o p r i a t e  o r  not, b u t  s i m p l y  t h a t  it e x c e e d e d  t h e  p r e s e n t  f e d e r a l  

law a n d  r e g u l a t i o n .  Is t h a t  c o r r e c t ?

C H A T F I E L D :  T h e  i s s u e  c o n c e r n i n g  s h a r e  d r a f t s  for f e d e r a l  c r e d i t

u n i o n s  is a f a i r l y  c o m p l e x  on e .  T h e  f e d e r a l  r e g u l a t o r ,  NCUA, 

p e r m i t t e d  an e x p e x ^ m e n t a l  p r o g r a m  s o m e  y e a r s  a g o  f o r  s h a r e  d r a f t s  

w h i c h  a r e  an i m p r o v e m e n t  o n  t h e  e x i s t i n g  t r a n s a c t i o n  a c c o u n t s  a n d  

d o  p r o v i d e  f o r  p a y m e n t  of  e a r n i n g s  o r  d i v i d e n d s  o n  the u n u s e d  f u n d s



v ' •

in t h o s e  a c c o u n t s  w h i c h  c a n  t h e n  b e  a c c e s s e d  b y  n e g o t i a b l e  i n s t r u­

me n t .  P e r m i t t e d  t h e  e x p e r i m e n t a l  p r o g r a m  a n d  t h e n  f o u n d  t h a t  

a f t e r  t h a t  s u c c e s s f u l  e x p e r i m e n t a l  p r o g r a m  it w a s  in a c c o r d a n c e  

w i t h  t h e  s t a t u t e  a n d  t h e  b e s t  i n t e r e s t  o f  t h e  c o n s u m e r  to a l l o w  

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

t h e y  d i d  t h a t  a n d  a n o t h e r  f i n a n c i a l  o r g a n i z a t i o n  p r o m p t l y  s u e d  

t h e m  c h a r g i n g  t h a t  it d i d  g o  b e y o n d  t h e  s c o p e  o f  c u r r e n t  law;
i »

t h e  f e d e r a l  d i s t r i c t  c o u r t  a g r e e d  w i t h  t h e  N C U A  t h a t  it w a s  p e r­

m i t t e d  u n d e r  c u r r e n t  s t a t u t e ,  i t  w a s  t h e n  a p p e a l e d  to  t h e  U n i t e d  

S t a t e s  c o u r t  o f  a p p e a l s  in W a s h i n g t o n ,  D.C. T h e y  l i n k e d  it i n  

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

f r o m  s a v i n g s  t o  c h e c k i n g  f o r  b a n k s  a n d  r e m o t e  s e r v i c e  u n i t s  f o r  

s a v i n g s  a n d  lo a n s .  I t h i n k  in l i n k i n g  it  t o g e t h e r  t h a t  m a d e  it 

d i f f i c u l t  f o r  t h e  c o u r t  t o  t h e n  s a y  w e l l  t h i s  o n e ' s  o k a y  a n d  t h i s  

o n e  is no t .  T h a t  r e a l l y  w a s  t h e  k e y  t o  t h e  c o u r t ' s  a d v e r s e  o p i n i o n  

on  A p r i l  20 o f  t h i s  y e a r ,  t h a t  t h e  p r o g r a m  e x c e e d e d  w h a t  w a s  c u r r e n t l y  

p e r m i t t e d  b y  s t a t u t e .  W e  h a p p e n  t o  a g r e e  w i t h  t h e  r e g u l a t o r  a g e n c i e s’ 

in . r p r e t a t i o n  o f  t h a t  s t a t u t e  u n d e r  t h e  i m p l i e d  p o w e r s  t h a t  t h i s  

is a p r o p e r  f u n c t i o n  u n d e r  t h e  s t a t u t e ,  for c r e d i t  u n i o n s  to b e  a b l e  

to p e r f o r m .  T h e r e  a r e  s t e p s  b e i n g  t a k e n  t o  a p p e a l  t h a t  r u l i n g  t o  

the U n i t e d  S t a t e s  S u p r e m e  C o u r t ,  b u t  in  t h e  m e a n t i m e  w e  a r e  s e e k i n g  

l e g i s l a t i v e  a c t i o n  b e f o r e  t h e  C o n g r e s s  t o  c l a r i f y  a n d  r e m o v e  the 

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

use o f  s h a r e  d r a f t s  b y  t h e  f e d e r a l  c r e d i t  u n i o n s .  T h a t  w h o l e  t h i n g  

is s e p a r a t e  f r o m  t h i s  b i ll. T h e r e  is w o r d i n g  in t h i s  b i l l  th a t  

s a y s  t h a t  c r e d i t  u n i o n s  m a y  m a k e  t h e i r  w i t h d r a w a l s  in a n y  f o r m  

and t h a t  w o r d i n g  w o u l d  i n c l u d e  t h e  s h a r e  d r a f t s .  It m i g h t ,  at 

so m e  p o i n t ,  i n c l u d e  s u c h  o t h e r  t h i n g s  a s  a u t o m a t i c  t e l l e r  m a c h i n e s  

if t h e  C o m m i s s i o n e r  d e e m e d  it a p p r o p r i a t e .  T h a t  is a s e p a r a t e  i s s u e ,



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

W e  d i s a g r e e  w i t h  t h e  c o u r t ' s  d e c i s i o n  a n d  w e  f e e l  t h a t  if the 

C o n g r e s s  d o e s  n o t  t a k e  a c t i o n  in t i m e ,  t h e n  t h e  S u p r e m e  C o u r t  

w o u l d ,  b u t  s o m e  o f  t h o s e  t h i n g s  r e m a i n  t o  b e  seen.

S T U R U G L E W S K I : In t h a t  c a se, w e  w o u l d  n e e d ,  s a y  t h e r e ' s  n o  f u r t h e r

f e d e r a l  r u l i n g  f o r  s o m e  time, r e g u l a t i o n s  t o  h a n d l e  t h e  m e t h o d  o f  

w i t h d r a w a l  h e r e  o r  d o e s  t h a t  j u s t  o p e n  i t  t o t a l l y  b y  t h e  w o r d i n g  

w e  h a v e  i n  t h i s  law.

C H A T F I E L D :  T h e  w o r d i n g  in t h i s  l a w  is t h a t  t h e  c r e d i t  u n i o n s  m a y

h o n o r  w i t h d r a w a l s  f r o m  its s h a r e  s a v i n g s  a c c o u n t s  b y  its m e m b e r s .

T h o s e  w i t h d r a w a l s  c a n  t a k e  a n y  f o r m  a n d  o b v i o u s l y  t h e  D e p a r t m e n t ,  

the b a n k i n g  d i v i s i o n  a n d  the c r e d i t  u n i o n s  w o u l d  d r a w  h e a v i l y  u p o n  

the s u c c e s s f u l  e x p e r i e n c e  the f e d e r a l  c r e d i t  u n i o n s  h a v e  w i t h  s h a r e  

d r a f t s  a n d  t h e  p r o c e d u r e s  i n v o l v e d  in that. H o w e v e r ,  t h e r e  is 

w i t h  t h i s  p a r t i c u l a r  s t a t u t e ,  this b i l l  w o u l d  n o t  go  b e y o n d  p e r ­

m i t t i n g  t h o s e  w i t h d r a w a l s  in  a n y  form. A g a i n ,  it w o u l d  n o t  b e  t i e d  

to w h a t e v e r  h a p p e n s  o n  t h e  f e d e r a l  level.

S T U R G U L E W S K I :  I t h i n k  I w o u l d  l i k e  a l i t t l e  b i t  b e t t e r  u n d e r s t a n d i n g

of, is t h e  w o r d i n g  t o o  b r o a d  as f a r  a s  a l l o w i n g  w i t h d r a w a l s  in a n y  

form; a r e  we, in e f f e c t ,  a l l o w i n g  f o r  c o m p l e t e  c h e c k i n g  p r i v i l e g e s .

W h a t  p a r t  o f  the s t a t u t e  is t h a t ?

C H A T F I E L D :  1 b e l i e v e  i t ' s  u n d e r  t h e  p o w e r s  s e c t i o n ,  u n d e r  w i t h d r a w a l s .

On p a g e  11, a t  t h e  b e g i n n i n g  o f  l i n e  17. T h e  l a s t  p a r t  of  t h a t  p a r a­

g r a p h  s a y s  " o n  a r e q u e s t  for w i t h d r a w a l s  of t h e s e  s a v i n g s  in a n y  form, 

s u b j e c t  to r e s e r v e s ,  b o n d s  o r  o t h e r  c o n d i t i o n s  r e q u i r e d  b y  the



S T U R G U L E W S K I :  Is t h e  w o r d i n g  c o m p l e t e  i n  i t s e l f ;  w i l l  it n e e d

r e g u l a t i o n s  t o  i m p l e m e n t ,  if n o t  w o u l d  it b e  b r o a d  e n o u g h  t o  a l l o w  

full c h e c k i n g  p r i v i l e g e s  w i t h o u t  t h e  c o n d i t i o n s  t h a t  w e r e  s e t  u p  

o n  t h e  s h a r e  d r a f t ?

B R E C H T :  M y  r a t i n g  o f  p a r a g r a p h  20 is t h a t  i t  w o u l d  a l l o w  f o r

a c h e c k i n g  a c c o u n t  s u b j e c t  t o  r e s e r v e s ,  b o n d s ,  or  o t h e r  c o n d i t i o n s  

r e q u i r e d  b y  t h e  C o m m i s s i o n e r .  T h e  D i v i s i o n  h a s  r e c e n t l y  n o t i c e d  

the i n t e n t  t o  a d o p t  r e g u l a t i o n s  t o  p r o v i d e  f o r  N O W  a c c o u n t s  o r  

m u t u a l  b a n k s  a n d  a l s o  f o r  c o m m e r c i a l  b a n k s .

S T U R G U L E W S K I :  W h a t  k i n d  o f  a c c o u n t s ?

B R E C H T :  N e g o t i a b l e  o r d e r  of w i t h d r a w a l  a c c o u n t s .  B a s i c a l l y  a

m e c h a n i s m  t o  p a y  i n t e r e s t  on  a d e m a n d  a c c o u n t .

C H A T F I E L D :  N e g o t i a b l e  o r d e r  o f  w i t h d r a w a l  a c c o u n t s  a r e  c u r r e n t l y

u n d e r  c o n s i d e r a t i o n  b y  t h e  C o n g r e s s  f o r  n a t i o n w i d e  u s e  b y  o t h e r  

t h r i f t  i n s t i t u t i o n s  a n d  h a v e  b e e n  in u s e  in N e w  E n g l a n d  u n d e r  

e x p e r i m e n t a l  b a s i s  for q u i t e  s o m e  time. I t ' s  i m p o r t a n t  t o  n o t e  

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

e l e c t r o n i c  f u n d s  t r a n s f e r ,  e l e c t r o n i c  t e l l e r  m a c h i n e s ,  p e r h a p s  

p o i n t  o f  s a l e  t e r m i n a l s  a n d  o t h e r  t h i n g s  t h a t  m i g h t  be  a p p r o p r i a t e  

a n d  as d e t e r m i n e d  b y  the C o m m i s s i o n e r  u n d e r  t h e  l a n g u a g e  in the 

r e s t  of t h i s  s e c t i o n .

STURGULEWSKI: I'd like a direct response on this. This would allow,



C H A T F I E L D :  Yes, t h a t  is c o r r e c t ,  b u t  if  t h e  s h a r e  d r a f t s  w e r e  f o u n d

to b e  n o t  a p p r o p r i a t e  a n d  n o t  a v a i l a b l e  f o r  u s e  b y  f e d e r a l  c r e d i t  

u n i o n s ,  t h e n  t h i s  w o u l d  b e  b r o a d e r  t h a n  t h a t .  H o w e v e r ,  I d o n ' t  

t h i n k  a n y b o d y  i n  W a s h i n g t o n ,  D.C. s e r i o u s l y  b e l i e v e s  t h a t  t h e r e  is 

g o i n g  to b e  a n  i n t e r r u p t i o n  i n  t h e  s h a r e  d r a f t  p r o g r a m .  W e  b e l i e v e  

t h a t  t h e  C o n g r e s s  w i l l  t a k e  a c t i o n  b e f o r e  t h e  d e a d l i n e  e s t a b l i s h e d  b y  

t h e  c o u r t  a n d  i n  f a i l i n g  that, t h e  S u p r e m e  w o u l d  t a k e  a c t i o n .  T o  

t h a t  e x t e n t ,  ye s ,  it w o u l d  b e  b r o a d e r ,  b u t  t h o s e  s e r v i c e s  a r e  n o t  

b r o a d e r  t h a n  t h o s e  c u r r e n t l y  a v a i l a b l e  f o r  f e d e r a l  c r e d i t  u n i o n s ,  

i n c l u d i n g  s h a r e  d r a f t s ,  t h o s e  t h a t  h a v e  a u t o m a t i c  t e l l e r  m a c h i n e s  

a n d  t h e r e  a r e  s o m e  p o i n t  o f  s a l e  t e r m i n a l  e x p e r i m e n t s  u n d e r w a y  now.

To  t h a t  e x t e n t  it  w o u l d  n o t  be  b r o a d e r ,  b u t  if f e d e r a l  c r e d i t  u n i o n s  

w e r e  to l o s e  s h a r e  d r a f t s  then, yes, t h i s  w o u l d  b e  a b i t  b r o a d e r .

S T U R G U L E W S K I :  T h a t  d o e s n ' t  a n s w e r  m y  q u e s t i o n .  L e t ' s  a s s u m e  t h a t

we c a n  u s e  s h a r e  d r a f t s  on  t h e  n a t i o n a l  l e v e l  if they a r e  f o u n d  to 

be a c c e p t a b l e .  A s  I r e a d  20, t h i s  is n o t  c o n s t r a i n e d  b y  t h o s e  

r e g u l a t i o n s  t h a t  a r e  u t i l i z e d  in c o n n e c t i o n  w i t h  t h e  s h a r e  d r a f t s .

It is, in f a ct, b r o a d e r  t h a n  w h a t  is a l l o w a b l e  u n d e r  the s h a r e  d r a f t  

Is t h a t  c o r r e c t ?

C H A T F I E L D :  I t  is m y  u n d e r s t a n d i n g  t h a t  it w o u l d  be  as b r o a d  in t e r m s  

o f  w i t h d r a w a l s  in v a r i o u s  f o r m s  as  t h e  C o m m i s s i o n e r  w o u l d  d e e m  a p p r o ­

p r i a t e  .

STURGULEWSKI: I asked if it would be necessary to have regulations



C A M P B E L L :  I ' m  n o t  sure, I t h i n k  t h e r e  m i g h t  b e  a c o u p l e  of t h i n g s

y o u  a r e  a l l u d i n g  t o  t h a t  p r o b a b l y  s h o u l d  b e  a d d r e s s e d .  T h e  s h a r e  

d r a f t  r e g u l a t i o n  i t s e l f ,  t h a t  a p p l i e s  t o  f e d e r a l  c r e d i t  u n i o n s ,  

is n o t  r e a l l y  t h a t  r e s t r i c t i v e .  It  d o e s  r e q u i r e  a c o u p l e  of  

t e c h n i c a l  t h i n g s .  O n e  o f  w h i c h  is t r u n c a t i o n .  T r u n c a t i o n  s i m p l y  

m e a n s  t h a t  t h e  o r i g i n a l  d r a f t  i s n ' t  r e t u r n e d  a n d  w h e t h e r  the 

D e p a r t m e n t  w a n t e d  t r u n c a t i o n  r e q u i r e d  b y  s t a t e  c r e d i t  u n i o n s  

o f f e r i n g  s h a r e  d r a f t s  is s o m e t h i n g  t h a t  w o u l d  r e m a i n  to b e  d i s­

c u s s e d  in r e g u l a t o r y  h e a r i n g s .  T h e  e s s e n c e ,  r e a l l y ,  is t h a t  if 

t h e r e  is a n e e d  f o r  r e g u l a t i o n  t h e  g e n e r a l  r e g u l a t o r y  a u t h o r i t y  

w o u l d  p r o v i d e  f o r  it. If s t a t e  c r e d i t  u n i o n s ,  or  s a y  a f e d e r a l  

c r e d i t  u n i o n  c o n v e r t e d  s i m p l y  c o n t i n u e d  i t s  e x i s t i n g  s h a r e  d r a f t  

p r o g r a m ,  it w o u l d  s t i l l  be  c l e a r i n g  t h r o u g h  t h e  b a n k i n g  system, 

it w o u l d  s t i l l  b e  o f f e r i n g  the s a m e  t y p e  o f  s e r v i c e ,  it w o u l d  

s t i l l  o f f e r  a r a t e  o f  r e t u r n  t h a t  w o u l d  b e  e s t a b l i s h e d  b y  t h e

b o a r d  o f  d i r e c t o r s  a n d  c o n s i s t e n t  w i t h  t h e  s t a n d a r d s  t h a t  a r e

s i m i l a r  to f e d e r a l  l a w  in t e r m s  o f  c l a s s e s  of a c c o u n t s  a n d  in 

o r d e r  to o f f e r  c r e d i t  u n i o n  m e m b e r s  t h e  s a m e  t y p e  o f  t h i n g  t h a t  

t h e y  c a n  e x p e c t  f r o m  o t h e r  c r e d i t  u n i o n s .  I t ' s  l i k e l y  to be  

compare.ble to t h e  e x i s t i n g  s h a r e  d r a f t  p r o g r a m .  T h e  i m p o r t a n t  

t h i n g  to r e c o g n i z e  is t h a t  c r e d i t  u n i o n s  o f f e r i n g  a n y  t h i r d

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

U n i f o r m  C o m m e r c i a l  C o d e  a n d  w i t h  t h e  s t a n d a r d s  t h a t  the f e d e r a l s  

a p p l y  to t h e  b a n k i n g  s y s t e m  f o r  p u r p o s e s  o f  c l e a r i n g .

/

STURGULEWSKI: This is an area that I would appreciate a bit



m o r e  i n f o r m a t i o n  o n  xt  a n d  p o s s i b l y  t h a t  c o u l d  b e  s u p p l i e d  b y  

J u l i u s  a n d  a l s o  b y  m e m b e r s  of  t h e  c r e d i t  u n i o n  l e a g u e .  I j u s t  

n e e d  to u n d e r s t a n d  i t  a n d  I d o n ’t. I ' d  l i k e  t o  k n o w  w h a t  t h e  

f e d e r a l  r e q u i r e m e n t s  are, h o w  t h i s  p r o v i s i o n  l i k e l y  w o u l d  w o r k

J R A D L E Y :  W h i l e  w e ' r e  o n  t h i s  s u b j e c t ,  s i n c e  D i r e c t o r  J u l i u s  B r e c h t

w i l l  b e  p r o v i d i n g  t h e s e  r e g u l a t i o n s ,  s u b j e c t  t o  o u r  a p p r o v a l ,  

l e t ' s  let h i m  b r i e f l y  c o m m e n t  o n  it.

B R E C H T :  I m e a n t  t o  m e n t i o n  e a r l i e r  i n  t h e  h e a r i n g  t h a t  t h e  m e m b e r s

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

a n y  i n t e n t  to  a d o p t  r e g u l a t i o n s  p u r s u a n t  t o  t h e  A l a s k a  A d m i n i s t r a t i v e  

P r o c e d u r e  A c t ,  w o u l d  e a c h  r e c e i v e  a c o p y  o f  a n o t i c e  o f  t h a t  i n t e n t ,  

b u t  i n  a d d i t i o n  t o  t h a t ,  if t h i s  c o m m i t t e e  w i s h e s  t o  h a v e  s o m e  

f u r t h e r  i n p u t  in t h e  r e v i e w  o f  t h e s e  r e g u l a t i o n s  w e  c a n  c e r t a i n l y  

a c c o m m o d a t e  t h e m  in t h a t  r e s p e c t .

B R A D L E Y :  A n y  f u r t h e r  q u e s t i o n s ?  Rep. M a r t i n  h a s  a q u e s t i o n .

M A R T I N :  I ' m  c o n c e r n e d  a g a i n  a b o u t  t h e  s t a r t i n g  up, a n d  in h o p e s

o f  n o t  g i v i n g  f a l s e  h o p e s  to i d i v i d u a l s ,  is it p o s s i b l e  to h a v e  

in t h i s  b i l l  a n d / o r  r e g u l a t i o n s  o t h e r  t h i n g s  t h a t  w i l l  b e  n e c e s s a r y  

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

m i n i m u m  r e q u i r e m e n t s  o f  c e r t a i n  b o d i e s  a n d  s o  m a n y  d o l l a r s .  C a n

w e  p r e s e n t  a r e a l i s t i c  p i c t u r e  t o  t h e m  o f  s o m e  o f  t h e  t h i n g s  t h e y

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

t h e  f i r s t  p l a c e ,  t o  t h r o w  o u t  a p p l i c a n t s  t h a t  a r e n ' t  s e r i o u s .

B R E C H T :  A s  I u n d e r s t a n d  it, Mr. C h a t f i e l d  h a s  a l l u d e d  to the

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



s t a t e  l e a g u e ,  t h a t  is .if t h e  l e a g u e  i t s e l f  c o u l d  p r o v i d e  some o f  

a s s i s t a n c e  in h e l p i n g  g r o u p s  o f  p e o p l e  w h o  t h i n k  t h a t  t h e y  w o u l d  

l i k e  to b e  a b l e  t o  e s t a b l i s h  a c r e d i t  u n i o n  to  c o m e  to t h e  r e a l i z a­

ti o n  t h a t  y e s  it is f e a s i b l e  o r  n o t  it i s n ' t .  T h e  s e c o n d  st e p  

w o u l d  b e  t o  c o n t a c t  t h e  D i v i s i o n  a n d  r e q u e s t  i n f o r m a t i o n  o n  t h e  

c h a r t e r i n g  o f  a c r e d i t  u n i o n .  In  t h a t  r e s p e c t  I c a n  s a y  t h a t  

o u r  p r o c e d u r e  i n  p r o c e s s i n g  a p p l i c a t i o n s  f o r  o t h e r  t y p e s  of 

f i n a n c i a l  i n s t i t u t i o n s  is t o  a n s w e r  q u e s t i o n s  t h a t  t h e  i n d i v i d u a l  

m i g h t  h a v e  to  m a k e  c o p i e s  of  t h e  r e g u l a t i o n s  a v a i l a b l e  t o  t h e m  

so t h e y  c a n  h a v e  a b e t t e r  i d e a  as t o  w h a t  w i l l  b e  e x p e c t e d  of 

t h e m  in t h e  a p p l i c a t i o n  p r o c e s s .  I d o n ' t  s e e  w h y  a d r a s t i c a l l y  

d i f f e r e n t  p r o c e d u r e  w o u l d  b e  f o l l o w e d  f o r  c r e d i t  u n i o n s ;  w e  

w o u l d  h a v e  t h e  s a m e  g e n e r a l  p r o c e d u r e ;  t h e  D i v i s i o n  w o u l d  m a k e  

i t s e l f  a v a i l a b l e  t o  a n s w e r  q u e s t i o n s .  If we, in fact, h a d  a 

l a r g e  n u m b e r  o f  r e q u e s t s ,  it is v e r y  l i k e l y  t h a t  w e  w o u l d  h a v e  

s o m e  b r o c h u r e  p u t  t o g e t h e r  t o  a n s w e r  s o m e  o f  t h e  b a s i c  q u e s t i o n s .

It a l s o  b r i n g s  b a c k  p o i n t s  o n  w h e r e  w e  g o t  t h e  e s t i m a t e s  for 

c h a r t e r s  w i t h i n  t h e  f i r s t  f i s c a l  y e a r .  I m e n t i o n e d  t h a t  t h a t  

n u m b e r  w a s  s o m e w h a t  of  an  a r b i t r a r y  f i g u r e ,  blit it s h o u l d  b e  p u t  

in c o n t e x t .  T h e r e  a r e  p r e s e n t l y  33 c r e d i t  u n i o n s  d o i n g  b u s i n e s s  

in t h e  st a t e .  T h a t  g i v e s  us s o m e  i n d i c a t i o n  o f  t h e  i n t e r e s t  in 

t he s t a t e  a s s u m i n g  t h a t  t h e r e  w a s  a t  l e a s t  50% g r e a t e r  i n t e r e s t  

t h a t  w o u l d  a m o u n t  t o  s o m e w h a t  l i k e  15 a p p l i c a t i o n s  b e i n g  p r o c e s s e d .  

T h a t  c o u l d  b e  a g r o s s  u n d e r e s t i m a t e .  i m i g h t  a d d  t h a t  in the c o n t e x t  ’ 

of the p r e v i o u s  f i n a n c i n g  a c t  e n a c t e d  s e s s i o n  b e f o r e  last, t h a t  

we  h a d  e s t i m a t e d  a c e r t a i n  n u m b e r  o f  i n s t i t u t i o n s  b e i n g  l i c e n s e d  

a n d  w h a t  w e  f o u n d  is t h a t  t h e r e  w a s  a m u c h  l a r g e r  n u m b e r  of p e r s o n s  

d o i n g  b u s i n e s s  i n  t h e  s t a t e  t h a t  n e e d  t o  b e  l i c e n s e d  a n d  it t u r n e d  

o u t  t h a t  t h e  e s t i m a t e  t h a t  w e  g a v e  in t h a t  r e s p e c t  w a s  a real u n c e r -  

estiinate a n d  w e  h a v e  b e e n  v e r y  b u s y  in p r o c e s s i n g  l i c e n s e  a p p l i c a t i o n s



S o  I d o n ' t  k n o w  t h a t  t h e  n u m b e r  15 is a l l  '-.hat u n r e a l i s t i c .  I t  

c o u l d  p o s s i b l y  b e  a n  u n d e r e s t i m a t e  o r  c o u l d  b e  a g o o d  e s t i m a t e .

I d o n ' t  t h i n k  w e  c a n  r e a l l y  r e c o n s i d e r  u n t i l  w e  g e t  t h r o u g h  at 

l e a s t  o n e  y e a r  o f  o p e r a t i o n s  a n d  g e t  s o m e  b e t t e r  i d e a  as to  the 

i n t e r e s t  f r o m  t h e  A l a s k a  p u b l i c  in t h i s  t y p e  o f  i n s t i t u t i o n .

C H A T F I E L D :  I d o n ' t  k n o w  t h a t  15 is u n r e a l i s t i c ;  I t h i n k  t h a t  i t ' s

as  g o o d  a n u m b e r  t o  u s e  as a n y  a t  t h i s  t i m e .  Y o u ' v e  h e a r d  f r o m  

t w o  c r e d i t  u n i o n s  t h a t  i n d i c a t e !  t h e y  w o u l d  p r o b a b l y  e n t e r t a i n  

t h e  t h o u g h t  o f  c o n v e r t i n g  t o  a s t a t e  c h a r t e r  if  t h i s  h r 11 b e c a m e  

law. W e ' r e  a w a r e  o f  p e r h a p s  3 m a y b e  4 o t h e r  g r o u p s  t h a t  w o u l d  b e  

i n t e r e s t e d  in o b t a i n i n g  a n e w  c h a r t e r  u n d e r  t h i s  law. W e  are n o t  

a w a r e  of  a n y  d e f i n i t e  i n t e r e s t  b e y o n d  t h a t ,  b u t  o b v i o u s l y  y o u  

h a v e  to  ha n g  y o u r  e s t i m a t e s  o n  s o m e  k i n d  o f  a f i g u r e .  I w o u l d n ' t  

d i s a g r e e  w i t h  15 a s  a n  a r b i t r a r y  f i g u r e  i n  t r y i n g  t o  e s t i m a t e  

t h o s e  co s t s .  I t h i n k  it  is a l s o  i m p o r t a n t  t o  l o o k  at the c h a r t e r i n g  

r e q u i r e m e n t s  a n d  p e r h a p s  it w o u l d  b e  h e l p f u l  t o  i n c l u d e  a r b i t r a r y  

s t a n d a r d s  w i t h i n  t h e  act, b u t  o b v i o u s l y  t h e  C o m m i s s i o n e r  a n d  t h e  

D i r e c t o r  w o u l d  e s t a b l i s h  s o m e  k i n d  of  s t a n d a r d s  w i t h i n  r e g u l a t i o n s  

a n d  t h e n  p e o p l e  c o u l d  b e  a w a r e  o f  t h e  r e q u i r e m e n t s  as J u l i u s  has 

said, t h a t  t h e y  c o u l d  b e  e x p e c t e d  to m e e t  b e f o r e  t h e y  c o u l d  g i v e  

a c r e d i t  u n i o n  a c h a r t e r .

B R A D L E Y :  I ' v e  b e e n  e n l i g h t e n e d  q u i t e  a b i t  in t h a t  a c c o r d a n c e

w i t h  t h e  r e g u l a t i o n s  a n d  w i t h  t h e  D i r e c t o r  o f  B a n k i n g  g i v i n g  t h e  

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

a n d  I c o u l d  a n s w e r  a n y  q u e s t i o n s  in t h a t  r e g a r d  p r e t t y  well.

M A R T I N :  W h a t  w o u l d  the s t a r t - u p  p r o c e d u r e s  b e  f o r  the i n d i v i d u a l
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g r o u p s  t h a t  w o u l d  b e  i n t e r e s t e d ,  if w e  m i g h t  n o t  a l s o  w a r n  t h e m  

o f  fihe c o s t s  —  I a m  n o t  s a t i s f i e d  t h a t  t a x p a y e r s  w o u l d  n o t  b e  

b u r d e n e d  b y  s p e c i a l  i n t e r e s t  g r o u p s  —  if w e  f e e l  t h a t  the a d m i n­

i s t r a t i o n  h a s  t h e  p o t e n t i a l  of s p e n d i n g  $ 7 5 , 0 0 0 - $ 2 0 0 ,000 in 

g e t t i n g  t h i s  t h i n g  r o l 1 ing t h a t  if  t h e r e  a r e  15 g r o u p s  t h a t  

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

t h e  $ 6 , 0 0 0  i m m e d i a t e l y  is g o i n g  t o  b e  u s e d  f o r  y o u r  s t a r t - u p  c o s t s  

a n d  h e l p  p a y  t h e  g o v e r n m e n t  i n s t i t u t i o n  t h a t  is r e s p o n s i b l e  for 

y o u r  r e g u l a t i o n .  Is t h i s  f a i r ?

C H A T F I E L D :  I t h i n k ,  g e n e r a l l y  s p e a k i n g ,  t h a t  w o u l d  b e  a p p r o p r i a t e .
i

T h e r e  w i l l  b e  s t a r t - u p  cos t s ,  it is a g a i n  t h e  i n t e n t  of t h e  c r e d i t  

u n i o n  c o m m u n i t y  to  a s s u m e  t h o s e  c o s t s  t h a t  n e w l y  c h a r t e r e d  c r e d i t  

u n i o n s  w o u l d  a s s u m e  t h o s e  c o s t s  a n d  p a y  t h e m  a n d  a m o r t i z e  t h e m  

o v e r  a c c o u n t i n g  p e r i o d s  in t h e i r  b o o k s .  T h a t ' s  w h a t  t h e y  d o  now. 

T h o s e  c o s t s  m a y  d i f f e r  f r o m  c o s t s  t h a t  i n v o l v e d  in o b t a i n i n g  a 

f e d e r a l  c h a r t e r  a n d  t h e y  may, in fact, b e  h i g h e r  a n d  I s u g g e s t  

t h e y  w i l l  b e  b e c a u s e  o f  the l a c k  o f  t h e  e c o n o m y ' s  s c a l e  t h a t  

w e  t a l k e d  a b o u t .  T h a t ' s  the s o r t  o f  t h i n g  w e  a n t i c i p a t e d  a n d  

J u l i u s  m a y  w i s h  to c o m m e n t  f u r t h e r .

B R E C H T :  A s  f a r  a s  p u t t i n g  the p e r s p e c t i v e  a p p l i c a n t  on n o t i c e

as to  the c h a r g e s  t h a t  m i g h t  b e  i n c u r r e d ,  w e  d o  t h a t  as a m a t t e r  

o f , c o u r s e  r i g h t  now. W e  t r y  to m a k e  c l e a r  t o  t h e  p e r s p e c t i v e  

a p p l i c a n t  w h a t  it is they are g e t t i n g  t h e m s e l v e s  i n t o  in the 

w a y  of f i n a n c i a l  r e s p o n s i b i l i t y ,  d u r i n g  t h e  o r g a n i z a t i o n a l  

p r o c e s s  a n d  a l s o  r e s p o n s i b i l i t y  o t h e r w i s e .  T h e r e  is r e s p o n s i b i l i t y  

for e s t a b l i s h i n g  a n  i n s t i t u t i o n  a n d  f o l l o w i n g  t h r o u g h  o n  it. I 

d o n ' t  t h i n k  t h a t  w o u l d  c h a n g e .  A s  f o r  the s t a r t - u p  c o s t s  for


