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APRIL 12, 1982

o f  E l e c t r i c a l  W o r k e r s

TELEPHONE 

(9 0 7 ) 4 5 6 -4 2 4 8  

or 4 5 6 -4 2 4 9

VERN C. (Bud) GARRISON
■ UW N IM  MAMAOEA •  F IN A N C IA L  S E C R E T A R Y

60 HALL STREET 

FAIRBANKS, ALASKA 99701

GEORGE A. ROBERTS
PRE S IDE N T

Local 1 5 4 7

DEAR LEGISLATOR,

WE REQUEST THAT YOU SUPPORT THE NECESSARY LEGISLATION TO ENABLE DQYON 
NATIVE CORPORATION TO PURCHASE STATE ROYALTY OIL.

DOYON HAS COMMITTED THEMSELVES TO A UNION BUILT REFINERY AND WE IN 

THE LABOR INDUSTRY STRONGlY SUPPORT LOCAL NATIVE CORPORATIONS WHO 
CONTRIBUTE TO OUR COMMUNITY U B O R  MARKET.

SINCERELY YOURS,

/ 7 ?  ([

ANDY MAESTAS 

BUS M E S S  AGENT 
IBEW, fBKS 1547

AIMlJCD

PROUDLY SERVING 606,000 SQUARE MILES ON TOP OF THE WORLO



T h e  H o n o r a b l e  J o e  L. H a y e s  
S p e a k e r  o f  t h e  H o u s e  

A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V
J u n e a u ,  A K  9 3 8 1 1  

D e a r  M r .  S p e a k e r :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  .-sec. 18 o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  t w o  b i l l s  w h i c h  p r o v i d e  
• l e g i s l a t i v e  a p p r o v a l  o f  r o y a l t y  o i l  c o n t r a c t s .  O n e  b i l l  

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

b e t w e e n  t h e  s t a t e  a n d  D o y o n ,  L t d .
->W

T h e s e  • c o n t r a c t s  a r e  d e s c r i b e d  i n  g r e a t  d e t a i l  i n  t h e  

2 3 8 - p a g e  " R e v i e w  o f  A l a s k a  R o y a l t y  O i l  P o l i c y  a n d  F i n d i n g s  

f o r  P r o p o s e d  D i s p o s i t i o n  o f  R o y a l t y  O i l , "  i s s u e d  b y  t h e  

D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  o n  F e b r u a r y  2 f , 1 9 8 2 .

C o p i e s  o f  t h e s e  f i n d i n g s  a n d  a 1 4 - p a g e  s u m m a r y  o f  t h e s e  

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

l a t u r e  a n d  i n d i v i d u a l  l e g i s l a t o r s  f o r  r e v i e w .  T h e  D o y o n

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

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

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

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

t u t i o n a l  A S  3 8 . 0 6 . 0 5 5 ) ,  a s  a m a t t e r  o f  c o m i t y  I h a v e  a l w a y s  

r e s p e c t e d  t h e  l e g i s l a t u r e ' s  d e s i r e  t o  h a v e  a d i r e c t  v o i c e  i n  

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

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

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

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

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

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

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



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

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

t h e  l e g i s l a t u r e  i s  t o  a p p r o v e  t h e  c o n t r a c t  b y  e n a c t i n g  
l e g i s l a t i o n  (AS 3 8 . 0 6 . 0 5 5 ( a ) ) ,  b u t ,  o n  t h e  o t h e r  h a n d ,  t h e y  

a l s o  p r o v i d e  t h a t  a r e p o r t  o f  t h e  R o y a l t y  B o a r d  " s h a l l  b e  

s u b m i t t e d  f o r  l e g i s l a t i v e  R e v i e w  a t  t h e  t i m e  o f  (sic) r e s o ­

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

r o y a l t y  o i l  a n d  g a s  i s  i n t r o d u c e d  i n  t h e  l e g i s l a t u r e "  (AS 

3 8 . 0 6 . 0 7 0 ( c ) ) .  S i n c e  l e g i s l a t i v e  a p p r o v a l  i s  r e q u i r e d  

a n y w a y  a s  a m a t t e r  o f  c o n t r a c t ,  I b e l i e v e  i t  o n l y  p r u d e n t  t o  

p r e s e n t  t h e s e  c o n t r a c t s  f o r  l e g i s l a t i v e  a p p r o v a l  a n d  r a t i ­
f i c a t i o n  a t  t h i s  t i m e .
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t'TSCAL NOTE

THE L E G IS L A T U R E  OF THE STATE OF A L A SK ATWELFTH L E G IS L A T U R E
I . REQUEST

Bill/Resolution No. ttr a g o  __________________________ ______________
Title A c t relating to cne sale of royalty oil by the State of M a s k a  to D o y o n , 

Requested by House Resources___________________________ Da Lw= 4/7/82

II. FISCAL DETAIL
Aqency Affected Natural Resources/Revenue
Program Category Affected Royalty Payments/Severance Tax Payments ~
BRU, Program, Or Subprogram(s) Affected
(Note: If more than one budget component is affected, separate line-itera 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

. FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.
Revenues Lost 0 6 0 0 0 0

TOTAL

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

1
C

-•

POSITIONS

FULL TIME 
PART TIME 
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, S e c t i o n  III)

I V .  D ATE A p r j  i  7 .  1982 PR EP A R ED  B Y  H o u se  S p e c i a l  G a s  P 1 P p H t ip  Cnn^-t t-f-PP
AGENCY_________________________________________________

Original: Legislative Finance PHONE_____________________________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
32-001 (Rev. 12/81)



H o u s e  o f  R e p r e s e n t a t i v e s

O f f ic e  o f  T h e  M a jo r i t y  L e a d e rOfficial Business

April 7, 1982

MEMORANDUM

TO: A l  Adams

Finance Committee Chairman

FROM: Rick Halford

House Special Gas Pipeline Cormittee Chairman

SUBJECT: 0 Fiscal Note for HB 889

Pouch V 
State Capitol 

Juneau, Alaska 99811

The House Special Gas Pipeline Contrattee has moved H B  889 "An A c t  

relating to the sale of royalty oil by the State o f  Alas k a  to Doyon, 

Ltd.; and providing for an effective date." - w i t h  a  0 Fiscal Note.

However, the Commissioner of Natural Resources has a s s u r e d  this 

Conmittee that he will forward to your Committee, a n  extensive detailed 
fiscal analysis to accompany the 0 Fiscal Note, for y o u r  review and 
consideration.
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E N D E D  TITLE:
ACT R E L A T I N G  TO T H E  S A L E  OF R O Y A L T Y  OIL BY T H E  STATe. 

A L A S K A  TO DOYON, LTD.;
D P R O V I D I N G  F O R  AN E F F E C T I V E  DA T E

IME S P O N S O R :  H O U S E  R U L E S  C O M M I T T E E .
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M r .  S p e a k e r 1:

T h e  C o m m i t t e e  on

( 7 )

1 / 2 2 / 8 2

R E S O U R C E S

I l t t  R EP O  

H O U S E

R e l a t i n g  to h a b i t a t  m a nagement.

F U R T H E R :

D a t e :

has had

> j T  /

H C R  52

u n d e r  c o n s i d e r a t i o n  and reports it b a c k  as follows:

[ S T  do pas s [ ] do n ot  p a s s

[ j do pas s w i t h  a t t a c h e d  ampiVcfrpents ( s )

r e p l a c e  w i t h  CS fo r 

an d  r e c o m m e n d s

[ ] A N D  a t t a c h e s  a ’’L e t t e r  of Intent"' [ ] . N e w  F i s c a l  N o t e

[ ] r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  to t h e _________________________________________________ C o m m i t t e e

[ - ^ " s a m e  tit.le 
[ ] n e w  t i t l e

M E M B E R S  S I G N I N G  

DO PASji

H 6 C ( R e v .  3 / 8 1 )

M E M B E R S  H A V I N G  

OT H E R  R E C O M M E N D A U O N S :

41

---

C H A I R M i t P



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

s u b s i s t e n c e  s u m m i t  c o n f e r e n c e s  l a s t  fall:

H C R  5 1  a n d  H J R  76, w h i c h  u r g e s  A D F & G  t o  c o n t i n u e  t o  i m p l e m e n t  
p r e d a t o r  c o n t r o l  p r o g r a m s  i n  a r e a s  w i t h  d e p r e s s e d  g a m e  

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

a r e a s  o f  t h e  s t a t e ,  a n d  t o  u s e  l o c a l  h u n t e r s  a n d  t r a p p e r s  
t o  g e t  t h e  p r e d a t o r s .  G a m e  D i v .  is i n  s t r o n g  s u p p o r t  
o f  t h e  b i l l  ( a e r i a l  w o l f  k i l l s ,  m o r e  m o o s e  f o r  h u n t e r s ,  etc)

H C ?  5 2  a n d  H J R  75, w h i c h  r e l a t e  t o  f i r e  m a n a g e m e n t  p r o g r a m s ,
u r g e s  D N R  a n d  o t h e r  s t a t e  a n d  f e d e r a l  a g e n c i e s  to c o n t i n u e  

s e l e c t i v e  f i r e  c o n t r o l  p r a c t i c e s  r a t h e r  t h a n  " i n i t i a l  
a t t a c k "  o n  a l l  f i r e s .

(Rep. F a n n i n g  h a d  h o p e d  to s c h e d u l e  t h e s e  w h e n  T o n y  is o u t  o f  t o w n . . . . )
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ST A T E  O F  A L A S K A  

O F F I C E  O F  T H E  G O V E R N O R

BILL ANALYSIS

Fish and Game

Ip«"MI If*»lncip4l|

Resources Committee

am

HCR 52
0«|t«n'r>*ni Pr««hlon

Favor

. ; . r  __________ ) —  /
O vifloa^xwwl/ . / . ^  V/>* • *■ • r r N'

^Ronjiii .‘lur.icrvi J lo
0*r*
2/U/B2 .

CommlMlonw /// \ //

......... . ^ o sv v v . < - . //
0*t«

-/./ -''

COVf.KHOH'S  O F H C S  U»E

G Fothion ».«

M3 1 Q  H k »j n «u  aiimi-mi

None

The Department strongly supports this rcmlucion; it would give strong 
backing to the current Department efforts ro work cooperatively both 
with the State Department of Natural Kesourr.es and with the U.S. Bureau 

of Land Management, and t,. a lesser extent Fish and Wildlife Service.

We strongly believe that the development of fire management plans which 
will provide for selective lire control and prescribed fires, uill not 

only result in the restoration of vast amounts of prir.e wildlife habitat, 
but will also save the State money by discouraging the unecossary fighting 

of wildfire that will not result i i damage to private property or tr 
other resources.1
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7>lt LI C l SLAT’ RE Cl m  STATE Or ALASKA 
TWELFTH LEGISLATUREI. RrC'JtiT

L l l l / R ‘ S o l u t i o n  No,

fJSCAu NOTE

HCR 5? 4" d  WdR 75
T i t l e ____________ _
Requet l e d  by  7f.,*WUi7rJL 7777X7'

FI5w*L DETAIL
A g e n c y  A f f e c t e d  JJ_Sh a n d  f . j - r e  ____  _____________________
R rcg iam  C a te g o r y  A f I e c t e d  ________ ~_______  ~__  l
M U .  R ro i j r e n .  7r  S u l p m c r T m f i ) ~ A H r c t e d  ~;-«m />* * 3 5 5 S B 5  
(N o t e i  I f  r .c re th en  cne budge t  cc r .p onent  u  e f f e c t e d ,  s e p a r a t e  U n r - u r n  

e eoun te  -*nd fu n d in g  t o r  each  component i n  the a n a l y s i s  a e c t l o n . )
CXrfNDITURCS (7 ticuta r .de o f  D o l l a r s )

r v  n : FY (13 ty  ea i y  as ty a t n  07
100 rtPSwNAL SERVICES:co TRAVEL
300 CCN7RACIUAL
4GG c c w o o i T i r s
SOO EQUIPMENT
(.00 LAND /. STRUCTURES
700 GRANTS.CLAIMS.tfC .

10IAL None • 0 - - 0 - - 0 - - 0 . -0- -0-

I UNO INC (Thousands o f  L o l l  a r e )

G‘ II! 1 AL 1 UNO L - j i i * .  r i l l a l l a .  - _ . Q .__FEDERAL FUNDS
O l l k R  ( S p e c i f y  S o u i c r )

......... _ _ ^ „. J . , . ., „ ,
rCS lT ICNS

FULL TIME “
r / . n :  ti m e
TEMPORARY
------- -------------  , , T - , .
I I I .  ANALYSIS (See f i s c a l  Note N e p a t e t l o n  I n a t r u c t l o n ,  S e c t i o n  I I I )

A l t h o u g h  t h e  H a b i t a t  D i v i s i o n  l i d l o v e t  t h a t  a f u l l  r a n g e  o f  f i r e  r j n a g t r e n  
o p t i o n s  ne e d  t o  h r  c o n s i d e r e d  I n  l a n d  n a n a g e o e n t  d e c i s i o n s ,  t h e  D i v i s i o n  
i s  p r e s e n t l y  p r e p a r e d  t o  r a k e  f i r e  r a n a q m e n t  r e c o r r e n d a l i o n s  f o r  p u r p o s e s  
o f  h a b i t a t  p r o t e c t i o n  o r  e n h a n c e r e n t . B e c a u s e  we c a n  p r o v i d e  t h e s e  r e ( om -  
r e n j a t i o m  t o  l a n d  n a r . a q e n  t h r o u g h  r e t i r i n g  p l a n n i n g  and  c o o r d i n a t i o n  p r o  
t h e  D i v i s i o n  d o e s  n o t  r a p e d  t h i s  r e s o l u t i o n  t o  h a ve  a s i n n l f l e a n t  t r p a c t  
o n  t l >  o n g o i n g  w o r k l o a d  o r  f u n d i r iQ  n c u i r t - m t s  a t  t h i s  l i n e .

J t

■ vl.Vjrf' }%*•' jv*'?'

.V-;; IV .  CATC ?.Z1£32.
O r i g i n a l ,  l e g i s l a t i v e  F inance  
cc» F i d g e t  a*d  Mc faq rn en t

T i iw r  •>[£’,%cr ( f i i s t  L a g . t T a t o r  t f *»ed ) 
33*001  (R ev .  12/t1 )

iptuntB ar_iui *_Cj.sr____
____jriib.  '
_i<t. j:.; ̂  
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I n t r o d u c e d :  1 / 2 2 / 8 2
R e f e r r e d :  R e s o u r c e s

IR T H E  H O U S E  BY T H E  R E S O U R C E S  C O M M I T T E E

HOUSE C O N C U R R E N T  R E S O L U T I O N  NO. 52 

I N  T H E  L E G I S L A T U R E  <■? T H E  S T A T E  OF A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E COND  SESSION

R e l a t i n g  to h a b i t a t  management.

[BE IT R E S O L V E D  B Y  T H E  L E G I S L A T U R E  OF T H E  STATE OF ALASKA:

W H E R E A S  d i f f e r e n t  stages of e c o l o g i c a l  succession  f a v o r  d ifferent plant 

and w i l d l i f e  s p e c i e s ; and

W H E R E A S  in m a n y  parts of Alaska v e g e t a t i o n  in early stages of s u c c e s s i o n  

provides prime  food for many h i g h l y  v a l u e d  game and fur animals; a n d

W H E R E A S  fire h i s t o r i c a l l y  h a s  b e e n  the m a j o r  factor in causing b e n e f i c i a l  

labitat changes in large areas of the state; and

W H E R E A S  recent fire  control p o l i c y  g e n e r a l l y  has t :en to f o l l o w  the 

principle o f  "initial a t t a c k "  o n  fires w h e n e v e r  possible; and

W H E R E A S  this p o l i c y  bas r e s u l t e d  i n  s i g n ifi cantly less acreage b urned 

f ormally, c o m p a r e d  to the natural condition, as deter mined by studies of fire 

listory in Alaska; and

W H E R E A S  this c ourse  of e v e n t s  has r e s u l t e d  in s i g n i f i c a n t l y  less prime 

abitat for b r o wsing species a n d  their p r e d a tors in many areas of the jtate; 

and
I

W H E R E A S  d u ring the last three years the state and federal agencies  have 

developed fire m a n a g e m e n t  plans i n  Inter i o r  Alaska to e n h ance habitat i m p r o v e­

ment o p p o r t u n i t i e s  by providing for selec t i v e  fire control and p r e s c r i b e d  

[fires; and
11

25 •
W H E R E A S  the U.S. Forest Service has used prescribei burns or the Kenai

25
3‘en i n s’u i a  tr e n h a n c e  e x t r e m e l y  poor m o o s e  ranges; a n d

WELr.F.Ar ir m a n y  a r e a r  of t h e  stat-: vild. fir e ?  or p r e s c r i b e d  b u r n s  have-

•* ' % c  f* si r . . «* r* • r , . . . . .
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WHEREAS othir forms of habitat manipulation may in some cases also prove 

beneficial to wildlife populations? and

WHEREAS wildlife population increases resulting from habitat improvement 

can contribute to improved hunting and trapping by all resource users?

BE IT RESOLVED that the Alaska State Legislature supports the efforts of 

state and federal agencies and private landowners to enhance habitatj through 

management programs, such as cooperative fire management planning, and other 

habitat rehabilitation efforts where ecologically appropriate; and be it 

FURTHER RESOLVED that the Department of Natural Resources and other 

state agencies that deal with habitat mnagement are urged to continue 

developing p/ans for fire management, an I to include in their budgets sub­

mitted to the governor plans and funding requests that will fnsure the con­

tinuance of cooperative fire management planning and other habitat management 

programs.

A COPY of this resolution shall be sent to the Board of Game.
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A M E N D M E N T

Of f e r e d  in t h e  HOUSE: By : stajeaefaibs

To: a m e n d _________________HOUSE BILL No, w .tr i ?________

SENATE BILL N o . _____________

Pa g e : _____  L i n e :______________

Page 1, line 24: delete "in increments of"

Page 1, line 25: delete "s" on Extensions and add "s" on require



' ' fs- ̂x* • C O M M IT T E E  R E P O R T  

H O U S E

(7)

1/22/82

Mr. Speaker:

The Committee on JUDICIARY

Pro posing amendments to the Constitution of the State of Alaska relating 
to legislative sessions.

under consideration and reports it back as f o l l o w s :

[ 3 

l 3

£

do pass [ ] do not pass

do pass with attached amendments(s) 

replace with CS for 

and recommends 'i

[ 3 
[ 3 

[ 3

same title 
new title

AND attache; a "Letter of ^ t e n t "  [ ] New Fiscal Note

reports it back without recommendation

referred to the ____  Committee

MEMBERS SIGNING 
DO PAS.S

MEMBERS HAVING 
OTHER RECOMMENDATIONS:

% Q  j

j \ fnt̂ vL.

H 60  ( R e v .  3 / 8 1 )



H O U S E

;  C O M M I T T E E  R E P O R T  /  f

2/10/81

(5)

Mr. Speaker:

The Committee on

FURTHER:C JUDICIARY

STATE AFFAIRS has had H J R  12

Proposing amendments to the Constitution of the State of Alaska 
relating to legislative sessicns.

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

[ 1

. t t f  
[ 1

do pass [ ] do r.oL pass

do pass with attached a m e n d m e n t s ^ )

replace with CS for 

and recommends

E ] same title 
[ ] new title

[ ] AND attaches a "Letter of Intent" [ ] New Fiscal Note

[ ] reports it back without recommendation

[ ] referred to t h e ___________________________________________ Committee

MEMBE 
DO

l



(Alaskct 'jUegiskturB

February 25, 1982 jicttaie
SENATOR MIKE COLLETTA

The Honorable Victor Fischer 
Chairman
State Affairs Committee 
Pouch V
Juneau, Ak 99811 

Dear Senator Fischer:

Enclosed is a copy of a poll conducted by Dave Dittman for the 
Free Committee showing conclusively that Alaskans favor limiting 
the terms of legislators.

Based on the overwhelming statistics contained in the poll, I 
urge you to schedule hearings as soon as possible on Senate Joint 
Resolution 55, which I introduced earlier this session.

•me resolution, which must pas." this session to gain a spot on 
the 1982 general election ballot, would limit the number of terms 
a legislator may serve to four consecutive terms in the House and 
two consecutive terms in the Senate.

Nothing in the resolution prevents an incumbent from running for 
office in the opposite house after serving the maximum time in one 
body, or to sit out a term and seek election to his former seat.

I just feel it is good business practice to rotate people, before 
old habits set in. And apparently Alaskans hold the same opinion. 
Of the 455 persons interviewed in 51 communities across the state, 
62 percent favored limiting the terms of legislators. The trend 
was consistent among Alaskans of all ages, background «nd areas 
of the state.

Again, I request that you take up SJR 55 as soon as possible, in 
order to allow the public ample time to testify on this matter.

S i n c e r e l y ,

Mike Colletta

Cf: all Legislators
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S U R V E Y  A C C U R A C Y
T h e  D i t t m a n  R e s e a r c h  C o r p o r a t i o n ,  r e c o g n i z e d  i n  1 9 7 8  a s  o n e  

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

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

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

f o l l o w i n g  t h e  1 9 8 0  G e n e r a l  E l e c t i o n s  i n  A l a s k a .  T h e  f i n a l  

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

T i m e s  r e p o r t e d  t h a t  F r a n k  M u r  c o w s k i  w o e ' d  d e f e a t  C l a r k  G r u e n i n g  

b y  8 %  a n d  b e c o m e  A l a s k a ' s  n e w  U . S .  S e n a t o r .  A f t e r  a l l  c h a l ­

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

r e v e a T i d  M u r k o w s k i  h a d  d e f e a t e d  G r u e n i n g  b y  8 . 0 0 2 % .



M E T H O D O L O G Y
D u r i n g  t h e  p e r i o d  F e b r u a r y  27  -  M a r c h  5 ,  1 9 8 1 ,  r e s i d e n t s  

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

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

e m p l o y e e s  o f  t h e  D i t t m a n  R e s e a r c h  C o r p o r a t i o n .  T h e  v i e w s  a n d  

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

o -  t o p i c s  o n  a  s t r i c t l y  c o n f i d e n t i a l  b a s i s .

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

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

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

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

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

S a m p l e  s e l e c t i o n -  T h e  A n c h o r a g e  s a m p l e  w a s  s e l e c t e d  t h r o u g h  

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

i s  p a r t i c u l a r l y  i m p o r t a n t  i n  A n c h o r a g e  d u e  t o  a 4 0 %  r a t e  

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

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

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

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

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

exceed 10%.



P R O C E S S I N G  T H E  D A T A -

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

e d i t i n g ,  w h i l e  a l l  k e y - p u n c h i n g ,  v e r i f i c a t i o n ,  a n d  d a t a  

p r o c e s s i n g  w a s  c o m p l e t e d  b y  B o e i n g  C o m p u t e r  S e x v i c e s  

C o m p a n y  t h r o u g h  t h e  S t a t i s t i c a l  P a c k a g e  f o r  the S o c i a l  

S c i e n c e s  ( S PSS) p r o g r a m s .  T h e  S P S S  p a c k a g e  is o n e  of the 

m o s t  s o p h i s t i c a t e d  r e s e a r c h - o r i e n t e d  d a t a  p r o c e s s i n g  a n d  

a n a l y t i c a l  s y s t e m s  a v a i l a b l e ,  and is d e s i g n e d  s p e c i f i c a l l y  

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

(/asA'a 'in(turs;'$ /  •< 'it!.';u:r,
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I S A M P L E  L O C A T I O N S

S a m p l e  p o i n t s  a r e  a s s i g n e d  g e o g r a p h i c a l l y  t h r o u g h o u t  A l a s k a  

i n  s u c h  a m a n n e r  t h a t  a l l  c i t i z e n s  o v e r  18 h a v e  e s s e n t i a l l y  

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

/I A l a s k a n  c o m m u n i t i e s .

f

I

[

I

viia,
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Would you favor or oppose limiting the number of terms a legislator 
may serve to a maximum of four consecutive terms —  8 years —  in 
the House; and two consecutive terms —  also 8 years —  in the 
Senate?

+T

IT T
4-4-

TT

1-

LI

I - M 4

r ANSWER:

FAVOR S8M0:,MHb«0MM«B0080B8H880BSH0SM8 62%

OPPOSE 800008088808008 30%

■
Ivy.i. -• j - - r
1 t
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rr~r

T “ T~

Dit tman  Resear ch  Co rp o ra t i o n / M a r ch  1981
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PROPOSING AMENDMENTS TO THE CONSTITUTION OF THE STATE OF 
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3/26/81 FURTHE

(7)
D a t e :

Mr. Speaker: 7 - ■
. j . . .

The Committee on JUDICIARY has had H J R  41

Proposing an amendment to the Constitution of the St ate of Ala s k a  
defi ning the term "appropriation."

ii

under consideration and reports it back as follows:

do pass [ ] do not pass

do pass with attached amendme 

replace with CS for 

and recommends

' 7 £ * 0  same title-4_______[ ] new title

O /

[ ] AND attaches a "Letter of Intent" ] New Fiscal Note ^ — O*
[ ] reports it back without recommendation

[ ] referred to t h e ____________________________________________Committee Sc/ppl 3 &

MEMDERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:



3/24/82 Date: <-//:S7^'2-

Mr. Speaker:
i -

The Committee on FINANCE has had H J R  41

Proposing an amendment to the Constitution of the State of Al aska 
defining the te rm "appropriation."

under consideration and fa-majorTty-of-the-eemmittee^-ffehe-eemmi-ttee)-- 
reports it back with the following recommendations:j
[ ] do pass [ ] do not pass

[ ] do pass with attached amendments(s)

/ n  i , . r  ( \ \ [ same title
[ V ]  replace with CS for V̂ - M  \ I ) [ j new title

and recommends  d o  p a s i - ______________________________________

[ ] AND attaches a "Letter of Intent" [ ] New Fiscal Note

[ ] reports it back without recommendation

[ ] referred to the ___________________________________________ Committee

MEMBERS SIGNING MEMBERS HAVING
OTHER RECOMMENDATIONS:

j cL
C H A L R M N  1



A L A S K A  S T A T E  L E G I S L A T U R E  -  H O U S E  O F  R E P R E S E N T A T I V E S
POUCH V
JUNEAU. ALASKA 99811 
TELEPHONE: ( 9 0 7 )  4 6 5 - 3 7 7 7

IN S E S S I O N

P.O. BOX 4 -1 5 3 9  
ANCHORAGE. ALASKA 9 9 5 0 9  

TELEPHONE: (9 0 7 )  2 7 7 -6 2 1 9

REP. M. F. “ M IKE”  B E IR N E

MEMBER OF: COMMITTEES: 
HEALTH. EDUCATION 

AND SOCIAL SERV ICES . CHAIRMAN 
AND LEGISLATIVE COUNCIL

FIFTH STATE LEGISLATURE 
NINTH STATE LEGISLATURE 
TENTH STATE LEGISLATURE
ELEVENTH STATE LEGISLATURE 
TWELFTH STATE LEGISLATURE

TO: A L L  HOUSE MEMBERS 

FROM: REP. M I K E  BEIRNE 

DATE: Feb. 12, 1982

One of my major priorities this session is H J R  41. It is
most important that the people of Al aska be allowed some 
control over the disposal of state lands, particularly 
since an incredibly large percentage of our land is in 
state, rather than private, ownership. This resolution 
has engendered excellant bi-partisan backing, as reflected 
b y  our co-sponsors. If you desire knowledge reflecting 
popular support, recall the B e i m e  Homestead Initiative 
vote. This bill will remedy the constitutional problem 
w h i c h  caused the Alaska Supreme Court to overrule the 
peoples' man'late.

I earnestly seek your support for this measure. Please 
call my office at 3777 and let me k n o w  if you can s u p­
port this legislation. If you have any questions, please
contact Jody Sutherland, my Administrative Assistant.

Thank you.

Ia -



TWELFTH LEGISLATURE H J R  41

‘FISCAL NOTE • .

I . REQUEST •
Bill/Resolution No. HJR 41 (3/26/81)______ ~7/ )̂ /__________ _____________________
Title Relating To The Term “Appropriation"___________________________________
Requested b y  House Judiciary Committee___________________Date__3/22/82______

II. FISCAL.DETAIL
Agency Affected General Fund Unrestricted Revenue_____________________________.
Program Category Affected___________________________________________ _______________
BRU, Program, Or Subproaram(s) Affected •
(Note: If more than one budget component is affected, separate line-itera 

amounts and funding .for each component in the analysis s e c t i o n . )

EXPENDITURES (Thousands of Dollars) S E E  A N A L Y S I S  S E C T I O N

• FY 82 FY 83 FY 84 FY 83 FY 86 FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

FUNDING (Thousands of Dollars) S E E A N A L Y S I S S E C T

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

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

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

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

v a l u e .  T h e r e f o r e ,  t h e  m o n e t a r y  e q u i v a l e n t  o f  th e land, in e f f e c t ,  w o u l d  b e  

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

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

r e v e n u e s  e x i s t  b u t  a r e  i n d e t e r m i n a t e  ( u n q u a n t i f i a b l e  a t  t h i s  time) d u e  to  

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

c o u l d  b e  p u t .

IV. DATE March 22, 1982_________ PREPARED BY Anselm C. S t a a c k , T r e a s u r y  Com p t roller
AGENCY Dept, of Revenue. Treasury Division

Original: Legislative Finance PHONE _______________
cc: Budget and Management

Prime Sponsor (First Legislator Named)3 3 -0 0 1  ( R e v .  1 2 / 8 1 )
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FISCAL MOTE

I. REQUEST ■ •
Bill/Resolution No. MJR 41______________ //L-Q '7-^________________
Title Proposing an amendment to the Constitution of the State of Alaska
Requested by Repr. Barnes. House Judiciary

defining the term "appropriation."
II. FISCAL DETAIL ■

Agency Affected Department of Law

Date Marrh ??. 1QR?

Program Category Affected_ General Government
BRU, Program, Or Subprogram(s) Affected I pgal Sprvirps______________ _
(Note? If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 82 FY 83 FY 84

m03£
F Y  86 FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND &  STRUC3 ORES
700 GRANTS,CLAIMS,ETC.

•

TOTAL
0 0 0 0

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

r ~ 0 0 3 __________ 0 "  a

POSITIONS

FULL TIME 0 0 0 0 0
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III) 

No fiscal impact.

IV. DATE March 22. 1982_______ PREPARED B Y Richard I. PenuBS1, Director. Admin. Servi
AGENCY Dpnart.mpnf-.nf. l.aw.-  ________________

Original: Legislative Finance PHONE 465-367?_____________
cc: Budget and Management

Prime Sponsor (First Legislator Named)3 3 -0 0 1  ( R e v .  1 2 / 8 1 )



FISCAL NOTE

I. REQUEST * - 7 , -2 ' '
Bill/Resolution No. **JR 4 1 __________ IA- ^) Q ________
Title P r n n n c i n g  a r n ^ f f A m e n d m e n t  d e f i n i n g - . . t h e  t e r m  " a p p r o p :  
Requested p v  " H o u s e  J u d i c i a r y  __________________ Date 3 —2 3 ** 8-2______

II. FISCAL DETAIL
Agency A f f e c t e d D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  1 _

. Program Category Affected N P M F r  __________________________________________
BRU, Program, Or Subprogram(s) Affected ._______________
(Note: If more than one budget component is affected, separate line-itera 

amounts and funding .for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

• FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL-SERVICES
200 TRAVEL
3 0 0 -CONTRACTUAL.. .
400 COMMODITIES 
500 EQUIPMENT 
600 LAND &  STRUCTURES 
700 GRANTS,CLAIMS,ETC.

TOTAL - 0-

FUNDING (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS .
OTHER (Specify Source)

- 0-

POSITIONS

FULL TIME - 0-
PART -TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

T h i s  a m e n d m e n t  d o e s  n o t  m a n d a t e  a n y  p r o g r a m s .

IV. DATE 2 - 2 2 - R 2_____________ PREPARED BY Mark. WlJr-tow
AGENCY_________ Dept, .of ...TJa tirral, -Resources

Original: Legislative Finance PHONE 4 6 5 - 2 4 0 0 ____________
cc: Budget and Management

Prime Sponsor (First Legislator Named)3 3 -0 0 1  ( R e v .  1 2 / 8 1 )



HJR 41 TITLE & SPONSOR SUMMARY
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10:05 4 / 0 6 / 8 2  PAGE 1 OF 2

PROPOSING AN AMENDMENT TO THE CONSTITUTION OF THE STATE 
OF ALASKA DEFINING THE TERM 'APPROPRIATION"

PRIME SPONSOR: BEIRNE.
CO-SPONSORS: FREEMAN, MALONE, HAYES, CATO, RANDOLPH, MOSS, BARNES, HALFORD, 
FANNING, MONTGOMERY, O'CONNELL, BETTISWQRTH.
CURRENT STATUS: 3 / 2 4 / 8 2  IN <H> FINANCE

‘ PAGE 2 OFHJR 41 HOUSE 
DATE SEQ

ACTION
PAGE

10: 06 4 / 0 6 / 8 2  
LEGISLATIVE ACTION
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H O U S E

FURTHER:

Date: June 19, 1983________

Mr. Speaker:

The Committee on Tulas________________________ has had -iCS CSSSSB J(SA)

"An Act relating to the effectiveness of administrative regulations."

under consideration and reports it back as follows:

[ ] do pass i ] do not pass

i ] do pass with attached amendments(s )
> [. ] same title

[ ] replace with CS f o r  ] new title

and recommends

[ ] AND attaches a "Letter of Intent" [ ] New Fiscal Note

I ] reports it back without recommendation

[ ] referred to t h e __________________________________________ Committee

MEMBERS SIGNING MEMBERS .'AVING
DO PASS OTHER RECOMMENDATIONS:

/  h  ..X

CHAIRMAN

H 60 ( R e v .  3 / 8 1 )



im  GJdOMTM
LEGISLATIVE AFFAIRS AGENCY

POUCH Y . STATE CAPITOL 

JUNEAiJ. ALASKA 990 11

907-465*3800

M E M O R A N D U M J u n e  1 9 ,  1981

SUBJECT:

TO:

FROM:

Amendment to HCS CSSSSB 5 (Rules) 

Representative John G. Fuller

Joseph A. Guthrie 
Legislative Counsel

You have asked for a short analysis of the amendment proposed 
to line 29, page 1 of version No. 2 of HCS CSSSSB 5 (Rules).

The language in line 29, page 1 of version No. 1 of HCS 
CSSSSB 5 (Rules) would have the legislature enacting a bill 
requiring the executive or agency to repeal or amend its 
regulation. The proposed language for version No>, 2 would 
have the legislature enact a statute stating the policy 
which the regulation conflicts with, thus invalidating the 
regulation under the terms of AS 44.62.030. That statute 
reads as follows:

Sec. 44.62.031'. CONSISTENCY BETWEEN REGULATION AND 
STATUTE. If, by express or implied terms of a statute, 
a state agency has authority to adopt regulations to 
implement, interpret, make specific or otherwise carry 
out the provisions of the statute, no regulation adopted 
is valid or effective unless consistent with the statute 
and reasonably necessary to carry out the purpose of 
the statute.

Under version No. 2 the regulation w o u l 1 be invalidated upon 
the effective date of the bill; under the language in 
version No. 1 the regulation would be invalidated upon the 
effective date of a regulation adopted by the executive 
department or agency repealing or amending the regulation.
A minimum of sixty days is required to amend or repeal a 
regulation. Moreover version No. 2 would require the 
legislature to state affirmatively the policy which the 
regulation is contrary to, thus foreclosing the opportunity



JAG:ljb 

Enclosure

provided executive departments and agencies to further 
confound the will of the legislature when repealing or 
amending its regulations.





Official Business

( A l a s k a  j i i a t e  l e g i s l a t u r eHouse of Representatives
Committee on Rules

M E M O R A N D U M

TO: Rules Committee Memb ers

FROM: Rep. Sally Smith /L-ff I) J
Chair, Rules Committ

RE: Rules Committee metering

DATE: June 1, 1981

Pouch V 
State Capitol 

Juneau, Alaska 99811

A meeting of the Rules Committee has been scheduled for

ZrJ
Wednesday, June EHrh, at 8:00am in room 102 Capitol to take 

up Senate Bill 19.



QUESTIONS CONCERNING OIIT-OF-STATE ACQUISITION OF A COMMERCIAL BANK

The primary regulator should make the decision as to whether or not a 
financial institution is solvent or insolvent and a feeling whether 
liquidation or merger or receivership is required.

Subsequent to the above determination by the primary regulator and 
appointment of the FDIC as the receiver, the corporation and primary 
regulator should determine if the disposition of the bank's assets 
and liabilities can be handled intrastate and should make every 
effort, including the splitting up of the bank or the sale to a 
nonbank institution, i.e., savings and loan, credit union, mortgage 
company or other, if necessary, to arrange an appropriate intrastate 
takeover.

Failing an intrastate resolution of the problem, the primary regulator 
and FDIC should have the responsibility for determining the manner of 
disposition of the failed bank.

A problem bank may not necessarily be classified as a failing bank, 
yet, a problem bank could fail at the moment that its liabilities 
exceed its assets or it cannot meet withdrawal demands.

One or all of the "camel" rating that is in a serious or criticel 
rated position may be enough to initiate activity for merger or 
dissolution by a regulator. Cainel is a standard of rating for finan­
cial institution standing for capital, assets, management, earnings, 
and liquidity.

Allowing a problem financial institution to put out for bid its 
controlling shares out ;f-State is rewarding incompetent management.

What is the underlying reason chosen for going out-of-State to solicit 
assistance rather than staying within the State. In other words what 
was the criteria for choosing a particular bank holding company over 
another?

Would this encourage the organization of new banks for the sole 
purpose to sell through out-of-State financial institutions for the 
benefit of the organizers? A new bank has, as a policy, three years 
to make a profit. Under the proposed legislation, it would be possible 
for a new bank to be organized and understandably show a loss for the 
first four years. On the fifth year, the financial institution could 
show a profit and, thus, be more marketable to outside financial 
institutions. Because of the first four years of losses, there would 
certainly be a drain on capital. Therefore, it would not be difficult 
to start new banks for the sole purpose of marketing their institution 
to the out-of-State financial institutions.



What effect would the entrance of a financial institution that is 
twice the size of the aggregate amount of all banks in the State of 
Alaska have on our existing banking system?

Would the financial institution that is $5,400,000,000 in size create 
a concentration of banking in the State of Alaska of only three 
largest financial institutions?

If the State of Alaska is the primary regulator and the State oi 
Alaska would have to exhaust all means possible in finding an intra­
state solution, then what specific requirements could be put on the 
comptroller's office to assure that the comptroller has exhausted all 
means possible before they would look outside the State for a takeover 
of an in-State national bank? What requirements could be legislated 
that would allow the State authority to approach national banks in 
the State of Alaska if a State financial institution couldn't handle 
the takeover of a troubled State bank, and what authority could be 
granted the Comptroller of Currency to approach a State-chartered 
financial institution if the Comptroller could not find a national 
bank to take over a failing national bank in the State of Alaska?

The determination of whether a bank has failed and the determination 
of the necessity of going out of State for a takeover of a failed 
bank needs to be under the jurisdiction of the primary regulator.
What procedure then must be followed by the primary regulator whether 
it is the State of Alaska or the Comptroller of Currency to go outside 
the State because the State of Alaska has no contiguous state with 
the continental United States, what states would then be first con­
sidered for a takeover? What qualifications should the takeover 
financial Institution have? Should it be the one with the highest 
bid; the one with the largest size; one with the highest "camel" 
rating; the one that considers not only the assets but liabilities?

The question here would be should the State have legislation concern­
ing the requirements of an out-of-State bank holding company in a 
takeover situation.

Should the State have any jurisdiction of a bank holding company 
coming into the St^te that is for the takeover of a national chartered 
financial institution?

Should restrictions be placed on the '.tivities and the scope of 
services that an out-of-State bank holding company should have in the 
State of Alaska? Should it be allowed to branch; should it be re­
quired to have Alaska investments in an amount equal to its Alaska 
deposits; should the subsidiary bank have a majority of Alaska resi­
dent board members to maintain local control of the institution's 
activity?



b y  S e a t t l e  flf m
B yB O B SH A LU TDaily New§ business editor

In its first effort to gain a 
foothold in the Alaska banking 
market, Rainier Bancorpora- 
tion, a Seattle bank holding 
company, is quietly maneuver­
ing to take over Security Na­
tional Bank of Anchorage.

.,;'v Federal law prohibits ban- 
; holding companies — corpora­
tions that own a group of finan­
cial institutions — from acquir­
ing banks outside their home 
states. But ari amehdmeni to 
the federal Bank Holding Com­
pany Act of 1956 allows individ­
ual states to override the feder­
al, law and accept the entry pf.

:• • jr • « •
out-of-state corporations into; 
the bonking field.
' R a in ie r , ,  according . to 
sources familiar with its plans;.' 
intends'to seek such legislation’ 
here in order to move in orr 
Security, Alaska's smallest na­
tional bank..'
.. Rainier officials in Seattle 
declined to comment on the’ 
acquisition plan Tuesday.

However, The Daily News 
has obtained a copy of draft 
legislation — promot *d by 
Rainier — that would allow the 
company.to acquire.art. Alaska 
bank.:.- ’'. 1 •' •

And a'member o'. Security’s 
board of director*. confirmed 
that the Seattle corporation has 
been working on the possible

tion. You can bet on it,” one 
local bank executive said.

Bankers said they fear Rain­
ier, with, its superior financial 
clout, would be able to domi­
nate the Alaska banking indus­
try by offering short-term bene­
fits to local depositors. Once 
local1 banks arevdriven out of 
business,! the bankers said, 
Ranier would be free to con­
duct business aslt saw fit,, \

“ It will make life'very.'very 
difficult for state banks and, 
secondarily, for national banks 
doing business up here," said 
another banker, who added his 
fear ihat Rainier will take the 
state’s assets and invest them 
in the Lower 48.

"There’s no way on God’s 
green earth that we could com­
pete with a $6 billion to ?7 
billion institution,” he said.

An official with the Federal 
Reserve Board in San Francis­
co, however, disagreed with the 
local bankers, saying that the 
entrance of out-of-state bankfc 
in new markets usually results 
in more competition and better 
customer services.

I
Harry.Green, a vice presi­

dent in the Federal Reserve's 
bank holding company division, 
said such acquisitions also pro­
vide additional sources of capi-
tnl fhal r-ir>

flowing out of the state if inter­
state banking took hold here. “I 
don’t think that’s a real worry 
because the (federal) Commu­
nity Reinvestment Act requires 
(bank holding companies) to 
provide community services in 
the areas where they do busi­
ness." - .v  •• '

Bradbury, the Security attor­
ney, also said he thinks Eain- 
ie r ’s entrance in the ..s .ate 
would help the industry. “ I 
think it would bring in capital 
that the state has always n< ed- 
ed.” • , •

•i V
’ The draft bill circulating in 

Juneau would amend Alaska’s 
Banking-Code to allow out-of- 
state bank holding companies 
to “acquire and own all or any 
portion of the voting shares or 
other capital stock of a state 
bank,” provided that the state 
bank was in financial distress.I

To qualify, a state bank 
would have to show a net loss 
on four of its previous five 
financial reports to the sta'c.

Changes in state law iueii as 
those proposed by Rainier were 
allowed by a 19G6 amendment 
to the federal bank holding act.

Since that time, three states
  Mnino Cnn*ti  *



To protect depositors cud creditor?, to prevent significant disruptions in 

financial services, and for other related purposes.

Be it enacted by the Legislature of the State of Alaska:

E X T R A O R D I N A R Y  C O M M E R C I A L  B A N K  ACQUISITION

Sec. 06.05.235(a) of the Alaska Banking Code (A.S. 06.05.235(a)) is amended by 

inserting the words "or (e)" following the words "under (b)" at the end of the 

second sentence of that subsection.

Sec. 06.05.235 of the Alaska Banking Code (A.S. 06.05.235) is amended by 

•'edesignating subsections (c) and (d) as subsections (d) and (e), respectively, 

and by inserting a new subsection vc) as follows:

(c) an out-of-state bank holding company, as defined in Sec.

540 of this chapter, may acquire and own all or any portion of
i

the voting shares or other capital stock of a state bank, provided 

that: ll) the total equity capital of such bank is impaired to the 

extent that it does not exceed 75% of its paid-in capital and 

paid-in surplus as reported in its most recent Report of Condition 

as filed with the department, and (2) sue bank shall have 

reported a net loss on at least four of its last five Consolidated 

Reports of Income as filed with the department. The department 

may require an out-of-siate holding company holding stock of a 

state bank to post a bond with the department in an amount 

equal to the paid-in capital and paid-in surplus represented by



the proportion of the state bank stock directly or indirectly 

owned, held, or controlled by it under conditions the department 

may prescribe to assure full protection of the public. An out-of- 

state holding company directly or indirectly owning, holding or 

controlling state bank stock is subject to an examination by the 

department or a competent person designated by the department 

when the department considers it necessary. The out-of-state 

holding company shall pay an examination fee in accordance with 

A.S. 06.01.010.

Sec. 06'.05.540 of the Alaska Banking Code (A.S. 06.05.540) is amended by 

adding thereto the following new paragraph 19:

(19) nOut-of-state bank holding company” means a registered 

bank holding company, as defined in the Bank Holding Company 

Act of 1956, as amended (12 U S C  sec.1841 et seq) other than a 

domestic bank holding company as defined in Section 540 of this 

chapter.

EFFECTIVE D A T E  .

This act is necessary to protect depositors and creditors of commercial 

banks located in this state, to prevent significant disruptions of 

financial services, and for other related purposes, and shall take effect 

o n _______________.

- 2 -



Co m m e n t s  t o  b e  M a d e  B e f o r e  t h e  Ho u s e  R u l e s  Co m m i t t e e

B i l l  A n a l y s i s  SB 19

I HAVE BEEN ADVISED THAT AMENDMENTS HAVE BEEN O F F E R E D  TO 

SB 19 TO AUTHORIZE AN OUT~OF“St ATE RANK HOLDING COMPANY TO 

BE ORGANIZED TO PURCHASE CONTROL OF A FAILING BANK IN THE

S t a t e  o f  Al a s k a ,

My FIRST CONCERN IS THAT OF LACK OF TIME AND CO N S I D E R A T I O N  

GIVEN SUCH A MAJOR PIECE OF LEGISLATION, SB 19 HAS HAD AN 

OPPORTUNITY TO BE HEARD IN COMMITTEES ON BOTH THE SENATE AND

t h e  Ho u s e  a n d  o n  t h e  f l o o r  o f  t h e  Se n a t e . W h a t  w e  a r e

CONSIDERING NOW OVERSHADOWS THE USURY QUESTION OF SB 19 AND 

THE WEIGHT OF THIS QUESTION FALLS UPON A FEW A" THIS CLOSING 

HOUR OF THE SESSION,

T h e  AMENDMENTS PROVIDE THAT AN OUT"OF-$TATE RANK H O L D I N G  

COMPANY MAY ACQUIRE A BANK IN ALASKA IF THE BANK HAS A 

NEGATIVE CAPITAL POSITION OF 25% OF ITS P A I D’IN CAPITAL AND 

SURPLUS, ALSO/ THE BANK WOULD HAVE TO SHOW A LOSS IN FOUR 

OF ITS LAST FIVE INCOME STATEMENTS, THE PROPOCcD AMENDMENT/ 

THEREFORE, IJ IT TO ALLOW AN OUT-OF'S t ATE FINANCIAL INSTI" 

V'TION TO COME INTO ALASKA TO BUY A PROBLEM BANK TO KEEP IT 

FROM FAILING,



THE P R O B L E M

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

INTERSTATE TAKEOVER OF LARGE FAILING BANKS/ HOWEVER, MO 

CONSIDERATION HAS EVER BEEN CONSIDERED FOR SMALL FAILING 

INSTITUTIONS, T h e  REASON BEING/ OF COURSE/ IS T H E  IMPACT 

THAT A BANK THE SIZE OF NATIONAL OF ALASKA WOULD HAVE ON THE

S t a t e  if it s h o u l d  f a i l , Y o u  w o u l d  w a n t  t o  g u a r d  a g a i n s t

THEN THIS PROPOSAL AS AN OPTIMISTIC AND DISGUISED E F F O R T  TO 

CIRCUMVENT LONG STANDING PROHIBITIONS AGAINST I N T E R S T A T E  

BANKING,

IF EMERGENCY TYPE LEGISLATION IS REQUIRED TO P R O T E C T  THE 

SAFETY AND SOUNDNESS OF THE BANKING S Y S T E M / IT S H O U L D  C O N­

SIDER SOME ESSENTIAL ELEMENTS IN SUCH LEGISLATION,

T h e  PRIMARY REGULATOR SHOULD BE THE ONE TO MAKE THE DECISION 

AS TO WHETHER OR NOT A BANK CHARTERED OR SUPERVISED BY THE 

PRIMARY REGULATOR CONSTITUTES A FAILED COMMERCIAL BANK,

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

TO THE STATE CHARTERED BANK/ AND A COMPTOLLER OF CURRENCY 

WITH RFSPECT TO NATIONAL BANK.

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

l a t o r  AND THE APPOINTMENT OF THE FDIC AS THE RECEIVER, THE 

FDIC AND THE PRIMARY REGULATOR SHOULD DETERMINE WHETHER OR

I WOULD LIKE TO ADDRESS, JUST FOR A MINUTE,



BE HANDLED INTRASTATE AND SHOULD MAKE EVERY EFFORT/ INCLUDING 

THE SPLITTING UP OF THE' BANK IF NECESSARY/ TO ARF.'ANGE AN 

APPROPRIATE INTRASTATE TAKEOVER,

IF THE PRIMARY REGULATOR AND THE FDIC D ETERMINES T H A T  AN 

INTRASTATE TAKEOVER CAN BE IN NO WAY ACCOM PLISHED/ THEN 

THESE PARTIES SHOULD HAVE THE RESPONSIBILITY FOR D E T E R M I N I N G  

THE MANNER IN WHICH THE ASSETS AND LIABILITIES OF THE FAILED 

BANKS SHOULD BE DISPOSED,

The SUBJECT OF INTERSTATE BANKING IS A LARGE S U B J E C T  AND IN 

THIS SPECIFIC CASE, IT IS A SUBSIDIARY BANK THAT W O U L D  HAVE 

A PARENT OVER $5 BILLION STRONG, As THIS MAY E F F E C T  THE
fc

BANKING SYSTEM AS WE NOW KNOW IT/ THERE SHOULD BE AMPLE 

OPPORTUNITY FOR ALL TO HAVE A CHANCE TO BE HEARD, I S U B M I T  

THAT IF IT IS THE INTENT OF THE LEGISLATURE TO A L L O W  INTER­

STATE BANKING, FOR WHATEVER REASON, THERE SHOULD BE AT L E A S T  

RECIPROCITY WITH THE STATE OF DOMICILE FOR THE O U T ~ O F - S t ATE 

RANK HOLDING COMPANY,

In BRIEF SUMMARY, YOU SHOULD CONSIDER THAT IT IS THE PRIMARY 

REGULATOR'S RFSPONSIBLITY TO DETERMINE WHEN A BANK IS FAILING 

OR HAS FAILED AND WHAT APPROPRIATE ACTION IS NECESSARY. If 

IT IS FOUND THAT THE ONLY SOLUTION IS AN O U T“OF ~ S t ATE BANK



HOLDING-COMPANY BECAUSE OF THE SIZE OF THE FAILING INSTITU­

TION, THEN THERE SHOULD BE SOME CONSIDERATION AS TO R E C I­

PROCITY IN THE STATE THE BANK HOLDING COMPANY IS DOMICILED.

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

STATE SHOULD GET INTO THE INTERSTATE BANKING A N D  IF IT IS 

FOUND THAT IT SHOULD, THERE SHOULD BE AT LEAST O P P O R T U N I T I E S  

FOR EVERYONE, NOT ONLY THE FINANCIAL INSTITUTIONS, BUT THE 

CONSUMER AND THE BUSINESSES OF THE STATE OF A L A S K A  TO HAVE 

AN OPPORTUNITY TO CONSIDER THIS LEGISLATION.

.i- .. >.

iJCK/cw#21W



SB 1 9 : "An A c t  relating to rates of interest; and providing for 
an effective date."'

The primary purpose of this bill is to amend the usury statute,
AS 45.45.010, (1) to reduce the number of loans on which the interest
rate is set by law rather than b y  free m a r k e t  forces? and (2) to
adjust the p r o cedure by which the legal rate of interest is set, ; 
by maki n g  it more timely.

Section 1 : Deletes language in the small loans act to provide for
an interest rate ceiling on loans between $5,000 and 
$25,000 of the greater of 18 percent or eight points 
above the discount rate on a daily basis. It is important 
to note that under the terms of "most favored lender" 
provisions of the national bank act, this ceiling on 
interest rates is actually the one which applies to 
all financial institutions in Alaska on loans between 
$5,000 and $25,000.

Sections 2-3: Inserted at the request of the small loan c o m p a n i e s ,
and w i t h  the approval of the division of banking, these 
sections provide that small loan companies will not be 
unfairly penalized if they m a k e  a mistake in computing 
the legal rate of interest, provided they correct the 
m i s t a k e  within 30 days.

Section 4 ; Corrects ar existing inequity in the law relating to
Alciskan landowners whose land is taken from them by the 
state through eminent domain proceedings. Provides that 
the judnement shall include l awful interest - a rate 
substantially higher than the presently-allowable six 
percent. This section was included at the suggestion of 
the Supreme Court for the State of Alaska.

Sections 5-6: Amends usury statute to reduce from $100,000 to $25,000
the limits on loans subject to an interest rate ceiling, 
and provides for a daily rather than a quarterly computation 
of that ceiling.

Sections 7 - 8 : Override the federal preemptions of state usury ceilings. 

Once this bill becomes law, interest rate ceilings will be as follow:

* loans up to $5,000
* loans from $5,000 - $25,000
* loans over $25,000

AS 45.45.010 
AS 06.20.230
set by competition



i L A S E A  S t a t e  L e g i s l a t u h e
SENATE BANKING COMMITTEE 
P O D O H  V, J W E A C  6 9 8 1 1

SB 1 9 ; "An A c t  r e l a t i n g  t o  r a t e s  o f  i n t e r e s t ;  a n d  p r o v i d i n g  f o r
a n  e f f e c t i v e  d a t e . "

The primary p u r p o s e  of this bill is to amend the us u r y  statute,
AS 4 5.4 5.010, (1) to reduce the number of loans on which +■ .e interest
rate is set by law rather than by free m a r k e t  forces; and (2) to 
a dju s t  the p r o cedure by wh ich the legal rate of interest is s e t . 
by making it more timely.

Section 1 : Deletes language in the small loans act to provide for
an interest rate cei'linq ^n loans between $5, GOO and 
$25,000 of the greater of 18 percent or eight points 
abo *e the discount rate on a daily basis. It is important 
to note thau under the terms of "most favored lender" 
p r ovisions of the national ba nk act, this ceiling on 
interest rates is actually the one wh i c h  applies to 
all finar aial institutions in Alaska on loans between 
$5,000 and $25,000.

Sections 2-3; Inserted at the request of the small loan companies,
and w i t h  the approval of the division of banking, these 
sections provide that small loan companies will not be 
u n f airly penalised if they m a k e  a m i s take in computing 
the legal rate of interest, provided they correct the 
m i s t a k e  wit h i n  30 days.

Section 4: Corrects an existing inequity in the law relating to
Al a skan landowners whose land is taken from them by the 
' hate through eminent domain proceedings. Provides that 
_ne judgement shall include lawful interest - a rate 
substan t i a l l y  higher than the presently-allowable six 
percent. This section was included at the suggestion of 
the Supreme Court for the St ate of Alaska.

Sections 5-6: Amen d s  us ury statute to reduce from $100,000 to $25,000
the limits on loans subject to an inte rest rate ceiling, 
and provides for a daily rather than a quarterly computation 
of that ceiling.

Sections 7 - 8 : Overr i d e  the federal preemptions of state usury ceilings. 

Onc e this bill becomes law, interest rate ceilings will be as follow:

* loans up to $5,000
* loans from $5.J00 - $25,000
* loans over $25,000

A S  45.45.010 
AS  06.20.230 
set by competition



To protect depositors and creditors, to prevent significant disrup^ns in 

financial services, and for other related purposes.

Be it enacted hy the Legislature of the State of Alaska:

E X T R A O R D I N A R Y  C O M M E R C I A L  B A N K  ACQUISITION

Sec. 06.05.235(a) of the Alaska Banking Code (A.S. 06.05.235(a)) is amended by 

inserting the words "or (c)" following the words "unde” (b)" at the end of the 

sf :ond sentence of that subsection.

Sec. 06.05.235 of the Alaska Banking Code (A.S. 06.05.235) is amen'"'' by 

redesignating subsections (c) and (d) as subsections (d) and (e), respectively, 

and by inserting a new subsection (c) as follows:

(c) an out-of-state bank holding company, as defined in Sec.

540 of this chapter, may acquire and own all or any portion of 

the voting shares or other capital stock of a state bank/ provided /l/ 

that: (1) the total equity capital of such bank is impaired to the 

extent that it ooes not exceed 75% of its paid-in capital and 

paid-in surplr „ us reported in its most recent: Report of Condition 

as filed with the department, and (2) such bank shall have 

reported a net loss on at least four of its last five Consolidated 

Reports of Income as filed with the deportment. The department 

may require an out-of-state holding company holding stock of a 

state bank to post a bond with the department in an amount 

equal to the paid-in capital and paid-in surplus represented by



the proportion of the state bank stock directly or indirectly 

owned, held, or controlled by it under conditions the department 

may prescribe to assure full protection of *he public. An out-of- 

state holding company directly or indirect! v owning, holding or 

controlling state bank stock is subject to an examination by the 

department or a competent person designated by the department 

when the department considers it necessary. The out-of-state 

holding company shall pay an examination fee in accordance with

A.S. 06.01.010.

Sec. 06'.05.540 of the Alaska Banking Code (A.S. 06.05.540) is amended by 

adding thereto the fox’owing new paragraph 19:

(19) "Cul *>ank holding company" means a registered

bank holding company as defined in the Bank Holding Company 

Act of 195C, as amended (12 U S C  sec.1841 ef; seq) other than a 

domestic bank holding company as def'ned in Section 540 of this 

chapter.

EFFECTIVE D A T E

This act is necessary to protect depositors and creditors of commercial 

banks located in this state, to prevent significant disruptions o! 

financial services, and for other related purposes, and shall take effect 

on

-2-



QUESTIONS CONCERNING OUT-OF-STATE ACQUISITION OF A COMMERCIAL BANK

The primary regulator should make the decision as to whether or not a 
financial institution is solvent or insolvent and a feeling whether 
liquidation or merger or receivership is required.

Subsequent to the above determination by the primary regulator and 
appointment of the FDIC as the receiver, the corporation and primary 
regulator should determine if the disposition of the bank's assets 
and liabilities can be handled intrastate and should make every 
effort, including the splitting up of the bank or the sale to a 
nonbank institution, i.e., savings and loan, credit union, mortgage 
company or other, if necessary, to arrange an appropriate intrastate 
takeover.

Failing an inlrastate resolution of the problem, the primary regulator 
and FDIC should have the responsibility for determining the manner of 
disposition of the failed bank.

A problem bank may not necessarily be classified as a failing bank, 
yet, a problem bank could /ail at the moment that its liabilities 
exceed its assets or it cannot meet withdrawal demands.

One or all of the "camel" rating that is in a serious or critical 
rated position may be enough to initiate activity for meryer or 
dissolution by a regulator. Camel is a standard of rating for finan­
cial institution standing for capital, assets, management, earnings, 
anj liquidity.

Allowing a problem financial institution to put out for bid its 
controlling shares out-of-State is rewarding incompetent management.

What is the underlying reason chosen for going out-of-State to solicit 
assistance rather than strying within the State. In other words what 
was che criteria for choosing a particular bank holding company over 
another?

Would this encourage the organization of new banks for the sole 
purpose to sell through out-o?-State financial institutions for the 
benefit of the organizers? A new bank has, as a policy, three years 
to make a profit. Under the proposed legislation, it would be possible 
for a new bank to be organized and understandably show a loss for the 
first four years. On the fifth year, the financial institution could 
show a profit and, thus, be more marketable to outside financial 
institutions. Because of the first four years of losses, there would 
certainly be a drain on capital. Therefore, it would not be difficult 
to start new banks for the sole purpose of marketing their institution 
to the out-of-State financial institutions.



What effect would the entrance of a financia1 institution that is 
twice the size of the aggregate amount of all banks in the State of 
Alaska have on our existing banking system?

Would the financial institution that is $5,400,000,000 in size create 
a concentration of banking in the State of Alaska of only three 
largest financial institutions?

If the State of Alaska is the primary regulator and the State of 
Alaska would have to exhaust all means possible in finding an intra­
state solution, then what specific requirements could be put on the 
comptroller's office to assure that the comptroller has exhausted all 
means possible before they would look outside the State for a takeover 
of an in-State national bank? What requirements could be legislated 
that would allow the State authority to approach national banks in 
the State of Alaska if a State financial institution couldn't handle 
the takeover of a troubled State bank, and what authority could be 
gra.ited the Comptroller of Currency to approach a State-chartered 
financial institution if the Comptroller could not find a national 
bank to take ever a failing national bank in the State of Alaska?

The determination of whether a bank has failed and the determination 
of the necessity of going out of State for a takeover of a failed 
bank needs to be under the jurisdiction of the primary regulator.
What procedure then must be followed by the primary regulator whether 
it is the State of Alaska or the Comptroller of Currency to go outside 
the State because the State of Alaska has no contiguous state with 
the continental United States, what states would then be first con­
sidered for a takeover? What qualifications should the takeover 
financial institution have? Should it be the one with the highest 
bid; the one with the largest size; one with the highest "camel" 
rating; the one that considers not only the assets but liabilities?

The question here would be should the State have legislation concern­
ing the requirements of an out-of-State bank holding company in a 
takeover situation.

Should the State have any jurisdiction of a bank holding company 
coining into the State that is for the takeover of a national chartered 
financial institution?

Should restrictions be placed on the activities and the scope of 
services that an out-of-State bank holding company should have in the 
State of Alaska? Should it be allowed to branch; should it be re­
quired to have Alaska investments in an amount equal to its Alaska 
deposits; should the subsidiary bank have a majority of Alaska resi­
dent board members to maintain local control of the institution's 
activity?
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C . I .T .  C O R P O R A T I O N

DKN’A M  ST.. SU IT 10 Of Hi. P.O. liOX 4-<i, ANCIIOKAOK. ALASKA i)!>7.(l!)

May 28m 1981

Alaska State Legislature 
Pouch V - (MS - space 3100) 

Juneau, AK 99811

Attention: Rep. Sally Smith,

Dear Representive Smith:

I have had an opportunity to review Senate Bill It 19, as amended, 
which will effect the lending rate in the State of Alaska.

In our opinion this new bill would be beneficial to our company 
and to the borrower, it would enable us to serve more companies 

at competive rates.

We urge the passage of this bill.

If you would like additional testimony please let me know. 

Sincerely,

C.I.T. Corporation

T K U M M I O N K :  1 * 0 7  U 7 4 - » r > S I

Chairman House Rules Committee

Ronald L. Riecks,
A s s i s t a n t  V i c e  Pre si d e n t ,  A n c h o r a g e  Di vi s i o n

RLR/jm



S e a t t l e
By BOB SHALLITDaily New§ business editor ,  ..  ,,.  • * ■■ tion. You can bet on it,” one
t . .s, e^ ort to 8ain a /loca l bank executive said.
foothold m the Alaska banking /  Bankers said they fear Rain-
market, Rainier Bancorpora- /^ j ie r ,  with- its superior financial
tion, a Seattle bank holding dlout, would be able to domi-
company, is quietly maneuver- /hate the Alaska banking indus-

-. ing to take over Security Na- f  try by offering short-term bene-
tional Bank of Anchorage. /fits to local depositors. Once

law prohibits bank / local’ banks arevdriven out .of
! n.? ?ompanies ~  corpora- /  business,! the bankers said,u  —  -----(   H

tions that own a group of finan­
cial institutions — from acquir­
ing banks outside their home 
states. But ari amendment to 
the federal Bank Holding Com- 
p'ahy Act of 1956 allows individ­
ual states to override the feder­
al, law and accept the entry pf.

\l

out-of-state corporations into 
the banking field. ' "/
‘ R a in ie r , ,  according . to 
sources familiar with its plans;.' 
intends to seek such legislation; 
here in', order to move in on; 
Security, Alaska's smallest na­
tional bank.-
.. Rainier officials in Seattle 
declined to comment on the' 
acquisition plan Tuesday.

However, The . Daily News 
has obtained a copy of draft 
legislation — promoted by 
Rainier — that would allow the 
company , to acquire ..an. Alaska
bank.!::>' ! •' * • .....

And a-member of Security's 
board of directors, confirmed 
that the Seattle corporation has 
been working on the possible 
acquisition since early this 
year. { \

“It’s no secret that Rainier 
is interested in starting opera­
tions in the state,” said John 
Bradbury, Security’s T'orney 
and a . member of the local 
bank's board of directors. 
"They consider the state to be 
where the action is, and I think 
they can help the state."

Bradbury said Security offi­
cials have worked with Rainier 
in its efforts to get legislative 
authorization to make an ac­
quisition in Alaska, though he 
denied that Security will neces­
sarily be the holding company’s 
target. j • .

He conceded, however, that 
a purchase of Security is- “an 
option that's being considered” 
and that an acquisition .of a 
small, capital-short institution 
like Security would be "the 
easiest way .for Rainier to get 
in."

Officials with other local 
banks declined to comment fir 
the record on the prospect .of 
Rainier’s entrance into the 
Alaska marketplace. But, pri­
vately,-they predicted.the full 
force of the state banking com­
munity’s political power will be 
wielded to oppose a change in 
state law. .. • • :
" .“There’s'going to be opposi-

L/Ranier would be free to con­
duct business as itscw fit.., \  

“ It will make life'very.'very 
difficult for state banks and, 
secondarily, for national banks 
doing business up here," said 

7 another banker, who added his 
fear that Rainier will take the 

. state’s assets and invest them 
in the Lower 48.

"There’s no way on God’s 
green earth that we could com­
pete vvith a $6 billion to $7 
billion institution," he said.

/  An officiaf with the Federal 
/^ R e s e rv e  Board in San Francis­

co, however, disagreed with the 
7  local bankers, saying that the 
/ entrance of out-of-state banks 
j in new markets usually results 
I in more competition and better 
V^customer services.

Harry,Green, a vice presi­
dent in the Federal Reserve's 
bank holding company division, 
said such acquisitions also pro­
vide additional sources of capi­
tal that cain “assure the contin­
ued operation of troubled 
banks.-" i

He disputed the assertion 
that bank assets would begin

flowing out of the state if inter­
state banking took hold here. “I 
don’t think that’s a real worry 
because the (federal) Commu­
nity Reinvestment Act requires 
(bank holding companies) to 
provide community services in 
the areas where they do busi­
ness." . v t

• • lit*. •

Bradbury, the Security attor­
ney, also said he thinks Rain­
ie r ’s entrance in the',.state 
would help the industry. “I 
think it would bring in capital 
that the state has always need­
ed." .- ,

. -i v
The draft bill circulating in 

Juneau would amend Alaska’s 
Banking-Code to allow out-of- 
state bank holding companies 
to “acquire and own all'or any 
portion of the voting shares or 
other capital stock of a state 
bank," provided that the state 
bank was in financial distress.

To qualify, a state bank 
would have to show a net loss 
on four of its previous five 
financial reports to the state.

Changes in state law such as 
those proposed by Rainier were 
allowed by a 1966 amendment 
to the federal bank holding act.

Since that time, three states 
— Maine, South Dakota and 
Delaware — have passed such 
legislation; according to the 
Federal Reserve. Similar legis­
lation is being considered - in 
several other states. ■ ’.

.WEDNESDAY, MAY20,1981



A l a s k a  S t a t e  L e g i s l a t u r e
SENATE BANKING COMMITTEE 
P o r r o n  V ,  J c n e a t  o a e n

SB 280; "An A c t  relating to credit unions."

Section 1 : D e c lares the policy of the state regarding state-chartered 
credit unions. In addition, allows the division of banking 
to authorize for state-chartered credit unions, the same 
powers authorized by state-chartered institutions in other 
states, provided the division determines the powers serve 
a public purpose.

Section 2 : Provides for state-chartered credit unions to fall under
the "wild card" statute, AS 06.01.020. That statute allows 
the division of banking to authorize for state-chartered 
credit unions, the same powers authorized for federally- 
chartered credit unions, provided the divis ion determines 
the powers serve a public purpose.

Sect i o n  3 : Provides that the interest rate ceiling for state-chartered
credit unions shall be the greater of 15 percent or the
p e r cent established under the state us ury law, AS 45.45.010. 
This is the m o s t  important section of the bill, as it would 
a l l o w  state-chartered credit unions parity w i t h  federally- 
chartered credit unions. There are no state-chartered credit 
unions at this time, primarily because of this lack of 
parity. Once this act becomes law, it is expected there
will be a number of conversions to state charter:'

Sections 4 - 6 : Mak e technical changes in the credit union act; in the
case of sections 4-5 for clarity, and in section 6 to
comply with federal regulations.

S e c tion 7 : Provides that state-chartered credit unions may, with the
approval of the division of banking, seek insurance from
other than the NCUA (National Credit Union A d m i n i s t r a t i o n ) .

June 21, 1981
submitted by Senator Rodey
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IN THE UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF ALASKA

ARCHIE M. C U P P L E S , MAYNARD C. 
FALCONER, CAROL S. GREEN, HAROLD
B. GRONROOS, JACK JOHNSON, VERN L. 
PADGETT, LARRY ORSINI, AND JOHN J. 
TURINSKY, JR.,

P l a i n t i f f s ,

vs .

SECURITY NATIO N A L  BANK, a National 
Banking Association, ROGER D.
MOORE, Individually and as 
President and Chief Executive 
Officer and Director of SECURITY 
NATI ONAL BANK, CHARLES H. B U M P U S , 
JOHN BRADBURY, GEORGE A. DICKSON, 
WILLIAM S C H U I L I N G , Individually 
and as Voting Directors of SECURITY 
NATI ONAL BANK, WILLIAM COGHILL and 
ARLON TUSSING, Non-Voting Directors 
of SECURITY NATI ONAL BANK, and 
STEVE C. HOLLAND, JOHN G. H E I M A N N , 
Comptroller of the Currency, M. B. 
ADAMS, Regional Administrator, 
Comptroller of the Currency,

Defendants.

Case No. A80-222 Civ

A F F I D A V I T  OF  W I L L I A M  E. M A R T I N  
D E P U T Y  C O M P T R O L L E R  FOR S P E C I A L  S U R V E I L L A N C E  
O F F I C E  OF  THE C O M P T R O L L E R  OF T HE  C U R RE N CY

I, WILLIAM E. MARTIN, being duly sworn, state the following:

(1) I am the Deputy Comptroller for Special Surveillance 

of the Office of the Comptroller of the Currency ("Comptroller"), 

having held this position sine 'y, 1979. As Deputy C o m p­

troller for Special Surveillance, I supervise the Special 

Projects Division and the National Bank Surveillance System 

Division of the Comptroller's Office. £mong my official duties 

is the monitoring of the condition of national banks which 

require mote than normal surpevisory attention and, for that 

reason, are in tht Special Projects program.

(2) Prior to assuming my present position, I served as 

Director of the Special Projects Division of the Comptroller



the D e p u t y  R e g io n al  A d m i n i s t r a t o r  for the E i g ht h  N a t i o n a l  Bank 

R e g i o n  in Mem p hi s,  T en ne ss ee, for the p er io d  Apri l, 1977, to 

Fe br ua ry, 1978. Fin ally, b e f or e a s su mi ng my p o s i t i o n  as D ep u ty  

R e g i o n a l  A d m i n i s t r a t o r ,  I w as  a N a t i on a l Bank E x a m i n e r  for 

t h i r te e n y e a r s  du ri n g w h i c h  time I c o n d u c t e d  h u n d r e d s  of  e x a m­

ina tion s  of n a t i on al  banks ra nging in a ss e t size from $5 m i l l i o n  

to $60 b i l l i o n  and ranging in c o n d i t i o n  from e x c e l l e n t  to in­

solvent.

(3) For s u p e r v i s o r y  purposes, all insure d banks are 

a s s i g n e d  a num er i ca l  rating w hi ch  is d e s i g n e d  to c a p s u l i z e  for 

r e g u l a t o r y  o f f i c i a l s  the ov er al l c o n d i t i o n  of ea ch  bank. The 

rat ing is a s s i g n e d  by the a p p r o p r i a t e  s u p e r v i s o r y  age nc y  after

a tho r ou g h e x a m i n a t i o n  of the involved bank and ca re fu l  an al ys i s 

of all key c o m p o n e n t s  of the b ank's  ov e ra ll  condi ti on . The 

n u m e ri c al  rat ing system, wh ic h  has been ad o pt e d on a u n i f o r m  

b as is  by ail Federal ba nking regulators, e m p l o y s  a rating 

sc ale from 1 fo 5; banks rated 1 are c o n s i d e r e d  e x c e l l e n t  in 

all r e s p e c t s  and banks rated 5 are c o n s i d e r e d  to be in imminent 

d a n g e r  of failure. (The p r e c is e  d e f i n i t i o n  of each of the 5 

nu me r ic a l r a t in g s is set forth in E X H I B I T  A, a tt a c h e d  i.ereto.)

(4) B e c a u s e  of r e g u l a t o r y  c o nc e rn  for the c o n d i t i o n s  

w h i c h  u n d e r l i e  a n um e ri ca l rating of 3, 4 or 5, na tional banks 

a s s i g n e d  such a c o m p o s i t e  rating are thought to require more 

than the nor mal s u p e r v i s o r y  a t t e n t i o n  and, for that reason, 

are in c lu d ed  in the C o m p t r o l l e r ' s  Sp ecial P r o j e c t s  program.

T he  S p e c i a l  P r o j e c t s  D i v i s i o n  of the C o m p t r o l l e r ' s  Office, 

w h i c h  is under my p e r s o na l  su p ervisi on , is r e s p o n s i b l e  for 

c l o s e l y  m o n i t o r i n g  the c o n d i t i o n  of all b an ks in the Special 

P r o j e c t s  p r o g r a m  and for r e c o m m e n d i n g  and im p le m en t in g a p p r o p r i a t e  

s u p e r v i s o r y  a c t i o n  w i t h  respe ct  to chose banks. As of Ju ne

30, 1980, there we r e a total of 4,431 n a t i o n a l l y  c h a r t e r e d

f r o m  F e b r u a r y ,  1 8 ,  t o  M a y ,  1 9 7 9 .  B e f o r e  t h a t ,  I  s e r v e d  a s
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b a n k s  in 'the U n it e d S t a t e s  of w h i c h  262 are rated 3/ 4 or 5 

and thus are inc lu de d in the Spec ia l P r o j e c t s  program. By

i n d i v i d u a l i z e d  rating, these S p e c ia l  Projt_~ts banks are bro ke n

d o w n  as follows:

R at i ng  N umber

3 213

4 38

5 _ 11

(5) F o l l o w i n g  an e x a m i n a t i o n  w h i c h  began on M a y  31,

1979, the S e c u r i t y  Na t io na l  Bank, A nc h or a ge , A l as k a ("Bank") 

was a s s i g n e d  a c o m p o s i t e  rating of 4 and, c o n s e qu en t ly ,  was 

a d m i t t e d  to the Spe ci al  P r o j e c t s  p r o g r a m  on A u g u s t  9, 1979.

The p r i n c i p a l  fact o rs  w h ic h led to the a s s i g n m e n t  of the 4 

rati ng and the B a n k' s  in c lusion  in the Special Proje ct s 

p r o g r a m  wer e a su b st a n t i a l  in c re as e  since the prior e xa m in a t i o n  

in the v o l u m e  of poor q u a l i t y  assets, the i n s u f f i c i e n c y  of the 

B a n k ' s  cap i ta l  and the q u e s t i o n a b l e  q u a l i t y  of supe rv i si o n 

b eing providc-J by the B a n k’s Bo ar d of D i r e c t o r s  and senior 

m a n a g e m e n t .  T he se ..actors als o led the C o m p t r o l l e r  to initiate 

a formal a d m i n i s t r a t i v e  acti o n  a g ai n st  the Bank under the 

F i n a nc i al  I n s t i t u t i o n s  S u p e r v i s o r y  Act of 1966, 12 U.S.C.

§1818 (b), as amended, by se rv ic e on A u gu s t 13 , 1979, of a 

N o t i c e  o c C h a r g e s  da ted A u g us t 10, 1979 (see E X HI B IT  0, a tt ac hed 

h e r e t o ) . T he  N o t i c e  alleged the e x i s t e n c e  of un fa v o ra b le  

c o n d i t i o n s  d i s c o v e r e d  in the M a y  31, 1979 ex a mi na tion, in cl uding 

v a r i o u s  v i o l a t i o n s  of the N a t i o n a l  Bank Act and the Bank 's 

o p e r a t i n g  w i t h  i n ad eq u at e  capital, as well as other unsa fe and 

u n s o u n d  b a n k i n g  practices .

(6) On O c t o b e r  26, 1979, the C o m p t r o l l e r  c o m m e n ce d  an 

e x a m i n a t i o n  of the Bank w h i c h  c o n t i n u e d  until D ecembe r 31,

1979. The c o n d i t i o n  of the bank d i s c l o s e d  by the Octo be r  26 

e x a m i n a t i o n  m e r i t e d  a c ha ng e  in the B a n k ' s  compor ce rating to 

5, since the vol um e  and c h a r a c t e r  of i de n ti fi e d w e a k n e s s e s



were such as to require urgent aid from shareholders or other 

sources and the Bank's probability for failure was considered 

high. Thus, of the 4,431 national banks in the country, Security 

National Bank is now one of only 11 such banks assigned a 5 

r a t i n g .

(7) In light of the extremely serious condition of 

the Bank disclosed by the October 26 examination, its most 

glaring and pressing need was for additional capital to sustain 

its operations. The examination revealed the Bank's capital 

position to be inadequate in every respect. Not only were the 

capita'' accounts insufficient to support the sheer volume of 

the Bank's operations, but when viewed in light of the Bank's 

operating in 1979 at a loss or some $430,000 through October 

1, and the inordinate volume of assets classified as substandard, 

doubtful, or loss (which totalled over 165 percent of the 

Bank's gross capita] funds) the Bank's capital was seriously 

deficient. In addition to the compelling need for additional 

capital and the poor quality of the Bank's assets, the October 

26 examination disclosed the following to be among the other 

deficienc.es in the Bank's operations:

(a) the Allowance for Possible Loan Losses was 

insufficient to cover losses inherent in the 

loan portfolio;

(b) loans not suppo> ted by current and satisfactory 

credit information accounted for 14% of

total loans outstanding;

(c) loans which were past due as to principal or 

interest totalled 18% of total loans o u t­

standing; and

(d) the Bank had exceeded its legal lending 

limit, and thereby violated 12 U.S.C. §84, 

on 11 occasions.

A summary of the findings of the October 26 examination is 

contained in a letter to the Bank's Board of Directors from



the N a t i o n a l  Bank E x a m i n e r  in c h a r g e  of that exam i n at io n , Mr. 

Mel Ekstrom.  (Mr. E k s t r o m ' s  letter is at t ac h ed  h e r e t o  as 

E X H I B I T  B . )

(8) On  D e c e m b e r  6, 1979, in s e t t l e m e n t  of the a d m i n i s t r a t i v e  

ac ti o n  b eg u n on A u g u s t  13, 1979, the C o m p t r o l l e r  and the Board 

of D i r e c t o r s  of the Bank  e n te re d  into a formal w r i t t e n  Agree me nt, 

p u r s u a n t  to 12 U.S.C. §1818 (EXHIBIT C ) . A r t i c l e  XV of the 

A g r e e m e n t  a d d r e s s e d  the i m m e di at e  need for capital injection:

A R T I C L E  XV

(19) W i t h i n  sixty (60) days of the e f f e c t i v e  
d a t e  of this A g r e e m e n t ,  the Board of D i r e c t o r s  shall 
s u bm i t to the R E G I O N A L  A D M I N I S T R A T O R ,  for his approval,
a w r i t t e n  c a p i t a l  p r o g r a m  d e s i g n e d  to ensu r e the ongoing 
c a p i t a l  a d e q u a c y  of the BANK. It shall be the r e s p o n­
sib i l i t y  of the B oa rd  of D i r e c t o r s  to ma k e  any a d j u s t­
men t s  n e c e s s a r y  to a c q u ir e  the approval of the R E G I O N A L  
A D M I N I S T R A T O R  for the B A NK ' S capital program.

(20) The  c a p i t a l  p r o g r a m  shall p r o v i d e  for, but 
not n e c e s s a r i l y  be limi t ed  to, the following:

(a) T a r g e t s  for m i n i m u m  a c c e p t a b l e  ca pital ratios 
r e l a t i v e  to total assets, net loans, and 
o th e r b a l a n c e  sheet c a t e g o r i e s  such as risk 
assets, total d ep o si ts , and rate sensit iv e 
d ep o si ts ;

(b) P r o j e c t i o n s  for b a la n ce  sheet c a t e g o r i e s  and 
i ncome and expe n se  items for 1980. P r o­
jec t i o n s  for 1981 shall be c o m p l e t e d  no 
later than M a r c h  31, 1980;

(c) A p e r i o d i c  review of the bu dg et s  and p r o­
jec t i o n s  w i t h  e x p l a n a t i o n s  of v a r i a n c e s  and 
re vis i on s ; and

(d ) S p e c i f i c  p la n s to e l i m i n a t e  the c u r r e n t  
c a p i t a l  d e f i c i e n c y . (Emphasis added)

(9) S u b s e q u e n t l y ,  on D e ce m b e r  17, 1979, the Ba nk  a p­

plied  to and re ce iv e d p r e l i m i n a r y  a pproval  on J a n u a r y  10, 1980 

(see E X H I B I T  D ) , f r o m  the C o m p t r o l l e r ' s  Regional  A d m i n i s t r a t o r  

of N a t i o n a l  Banks, T h i r t e e n t h  Na t i on a l Bank Region, Portland, 

O r e g on ,  to sell 47, 737 s h a r e s  of a u t h o r i z e d  but u n i s s u e d  com mo n 

stocr w i t h  an a g g r e g a t e  par v al ue  of $3 34 , 15 9 and a total sale 

p r ic e  of $1, 19 3, 42 5 and a p r o p o s e d  p ri c e per share of '>25. 00. 

Th e p r o p o s e d  p r i c e  per s h ar e w a s  later re duced to $11.50 per 

share (see E X H I B I T  E a t t a c h e d  hereto) with a total p r o j ec te d  

i n c re as e  in e qu it y  capi ta l  of $54 8,975. In a c c o r d a n c e  wit h



the C o m p t r o l l e r 's standards published in 12 C.F.R. §14.2(b), 

only the approval of the Bank's Board of Directors and the 

Comptroller was required to permit the issuance of this capital, 

since the Bank sought only to issue previously authorized 

stock (see Article 5, EXHIBIT F attached hereto) which had not 

yet been issued and was not seeking to increase the total 

amount of authorized stock available to the Bank.

(107 The next examination of the Bank, also performed 

by National Bank Examiner Mel Ekstrom, utilized financial data 

as of March 31, 1980. The condition of the Bank disclosed by 

the March 31 examination is summarized in Mr. Ekstrom's letter 

to the Board of Directors (EXHIBIT G) which was included in 

the report of his examination. In summary, the overall condition 

of the Bank had deteriorated even below the point revealed in 

the October 26, 1979 examination. Among the problems discovered 

were the following:

(a) the level of classified assets which had 

equalled 165 percent of gross capital funds 

in October, 1979 increased to 294 percent of 

gross capital funds in March, 1980;

(b) the Allowance for Possible Loan Losses continued 

to be inadequate;

(c) past due loans reached 40 percent of total

loans outstanding, a figure virtually unprecedented 

among national banks;

(d) 22 violations of the Bank's lending limit 

(12 U.S.C. §84) were noted; and

(e) the Bank had suffered a net loss during 1979 

of approximately $1,107,000.

(11) For a number of supervisory purposes, the Comptroller's 

Office utilizes a computer based data system which enables the 

regulator as well as bank management to compare numerous elements 

of a bank's overall financial position with those of other



banks similarly situated. The data system is based upon uniformly 

compiled information which all national banks and other members- 

of the Federal Reserve System are required by law to produce 

on at least a quarterly basis, 12 U.S.C. §161. Within the 

Comptroller's Office, these data are compiled and analyzed 

princi pally by the National Bank Surveillance System (NBSS) 

Division which is under my personal supervision. In the NBSS, 

each national bank falls in to one of 23 "peer groups" which 

are composed of banks having common characteristics with respect 

to the following factors:

(a) asset size;

(b) whether the bank operates within a branch 

system or as a unit bank; and

(c) whether the bank is located in an urban or 

rural community.

The Security National Bank falls within NBSS peer group number 

14 which consists of 170 banks having assets between $25 and 

$40 million, operciting no full service branches and located in 

a high density population area (SMSA).

(12) Comparisons between the Bank's financial position

and those of its peer group with respect to certain components

of overall condition are provided in selected pages from the 

March, 1900 NBSS Bank Performance Report (attached hereto as 

EXHIBIT H ) . Among what I consider to be key comparisons which 

further de monstrate the Bank's critical need for capital are 

the following as of March 31, 1980):

(a) the Bank's total capital funds represented 

3.01% of its total assets, while the peer 

group mean figure for total capital funds 

was 8.10% of total assets. The Bank was in 

the first percentile within its peer group, 

meaning that 99 percent of the banks in the 

peer group had a higher percentage of capital

funds to total assets than did the Bank.



(b) the Bank's assets were approximately 33.20
1

times its total capital funds, while the 

mean figure for the peer group was approxi­

mately 12.81 times capital funds. The Bank 

was in the ninety-eighth percentile.

(c) the Bank's net loans were approximately 

11. S'? times equity capital, while the peer 

group mean was 6.78 times capital. The Bank

was in the ninety-seventh percentile.

(d) the Bank's risk assets were 12.47 times 

equity capital, while the peer group mean 

was 8.30 times equity capital. The Bank was 

in the ninety-fourth percentile.

(e) the Bank's deposits were 30.56 times equity 

capital, while tne peer group's mean was 

only 11.37 times equity capital. The Bank 

was in the ninety-eighth percentile.

Several of these comparisons are graphically demonstrated on

EXHIBITS I - M, attached hereto.

(13) In view of the severely distressed condition cf 

the Bank, the official within the Comptroller's Office responsi­

ble for all bank supervision personally sent a l e t t e i , dated 

July 10, 1980, to the Bank's Board of Directors (attached as 

EXHIBIT N) . In large part, Senior Deputy Comptroller Paul M. 

Homan's letter read as follows:

This is to again formally inform you of the critical 
condition of your bank and the vital need for acquiring 
additional equity capital. This need for capital has 
been the subject of numerous conversations, correspondence, 
and even a Formal Agreement issued under the Financial 
Institutions Supervisory Act. Your failure to respond 
to these requests and directions, coupled with the conti­
nued erosion of the bank's condition which is producing 
substantial losses, has resulted in the very survival of 
the institution being placed in jeopardy.

We believe that the serious volume of problems confronting 
the bank has created a high probability that your bank 
will fail unless you take prompt and vigorous action to 
raise the needed additional equity capital. We estimate 
that at a minimum $1,500,000 in equity is needed. In 
the absence of the injection of such funds within ninety 
(90) days of the date o f this letter, the Office of the 
Comptroller of the Currency will take such additional 
steps as it deems necessary to protect the bank and its 
depositors.

-8-



Mr. Homan,’ s representatives who delivered the foregoing letter 

advised the B a n k’s directors that failure to satisfy the 

letter's capital augmentation requirements might result in the 

Comptroller recommending termination of deposit insurance 

procee dings to the Federal Deposit Insurance Corporation 

pursuant to 12 U.S.C. §1818(a).

(14) After representations regarding then pending

efforts on. the part of the Bank to raise equity capital were

made to the Comptroller's Office by Bank representatives on

July 17, 1980, Senior Deputy Comptroller for Operations H. Joe

Selby, acting in Mr. Homan's absence, modified, by letter

dated July 18, 1980 (EXHIBIT E ) , the requirements of Mr. Homan's

July 10, letter. The operative provisions of Mr. Selby's

letter of modification are as follows:

This letter reaffirms Mr. Homan's request of July 10,
1980 for $1.5 million dollars in new equity capital.
However, as a result of the meeting and the demonstration 
of good faith efforts by the Board to restore the bank 
to a sound operating footing with an adequate capitali­
zation, I am agreeable to modifying the letter of July 
10, 1980, by removing the 90 day limitation under the 
following conditions:

1. Authorized but unissued stock as proposed is 
sold within 30 days from 7/17/80 for the 
specified $548,975 and injected into the 
bank as equity capital.

2. The bank will be examined as soon as possible, 
and a conclusion reached regarding its condition, 
including the adequacy of its capital, will
be transmitted to the Board of Directors.
If that conclusion results .in the need for 
additional equity capital, the Board of 
Directors will be asked to submit a plan to 
accomplish it within a timeframe set by this 
of f i c e .

3. If the authorized but unissued stock is not 
sold within the 30 day limitation the original 
time limitation stated in Mr. Homan's letter 
of July 10, 1980 is reinstated.

(15) The condition of the Bank as accurately reflected 

in the above reports of condition, reports of examination and 

comparisons to its peer group banks leads me to conclude that 

an immediate capital injection is necessary to prevent the 

insolvency of the Bank. Any delay in completing the initial

-9-



capital injection as directed in Mr. Selby's July 18, 1980 

letter to the Bank's Board of Directors will cause immediate, 

substantial and irreparable harm to the Bank.

William E. Martin / 
Deputy Comptroller for 
Special Surveillance

Subscribed and Sworn to before me this ~~7 day of August, 

1980.

&
Notary Public 

My Commission expires on / V  , 1 9 ^ a



IN THE
UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF ALASKA

Archie M. Cupples, et al. )

)
Plaintiffs, )

)
v. ) Civil Action File No. A 8 0 — 222

)
Security National Bank, )
e t a 1. )

)
Defendants. )

)

CERTIFICATE

I, John G. Heimann, in my official capacity as Comptroller 

of the C u r rency of the United States, do hereby certify that I 

have legal custody and control of all records of the Office of 

the Comptroller of the Currency relating to national banking 

associations, including those records pertaining to the Security 

National Bank, Anchorage, Alaska (hereinafter "SNB") and that 

annexed hereto are true and complete copies of

(A) The Uniform Interagency Bank Rating System;

(B) Letter to the Board of Directors of SNB extracted

from the Comptroller's Report of Examination prepared 

on SNB dated October 26, 1979;'

(C) Formal Agreement by and between SNB and the Office

of the Comptroller of the Currency, dated December

6, 1979;

(D) Letter tc the Board of SNB from M.B. Adams, Regional

Administrator, dated January 10, 1980;

(E) Letter to the Board of SNB from H. Joe Selby,

dated July IB, 1980;

(F) Articles of Association, SNB;

(G) . Letter to Board of Directors of SNB, extracted

from the Comptroller's Report of Examination prepared 

on SNB, dated March 31, 1980;

(H) Extracts from March, 1980 NBSS Bank Performance

Report on SNB;



’(I) Graph, relating SNB's total capital trend to peer 

group trend;

(J) Graph, relating SNB's assets to total capital 

ratio to peer group ratio;

(K) Graph, relating SNB's risk assets to equity capital 

ratio to peer group ratio;

(L) Graph, relating SNB's equity capital trend to poor 

group trend;

(M) Graph, relating SNB's deposits of federal funds to 

total capital ratio to peer group ratio;

(N) Letter to Board of Directors of SNB from Paul M. 

Homan, dated July 10, 1980; end

(0) Notice of Changes dated August 10, 1979 served on

SNB.

IN TESTIMONY WHEREOF, I 
have hereunto subscribed 
my name and caused my 
Seal of Office to be
affixed heretc at the
Treasury Department in 
the City of Washington, 
District of Columbia,

Comptroller of the Currency



Uniform Interagency Bank Rating System

Composite Rating

The five composite ratings are defined and distinguished as 
follows:

Composite 1
. .  ■ ..t , .. - ... . ..

Banks in this group are sound institutions in almost every 
respect; any critical findings are basically of a minor nature 
and can be handled in a routine manner. Such banks are resistant 
to external economic and financial disturbances and capable of 
withstanding the vagaries of business conditions more ably than 
banks with lower composite ratings.

Composite 2

Banks in this group are a l s -) fundamentally sound institutions but 
may reflect modest weaknesses correcrible in the normal course of 
business. Such banks are stable and also able to withstand 
business fluctuations quite well; however, areas of weakness 
could develop into conditions of greater concern. To the ext< nt 
that the minor adjustments are handled in the normal course of 
business, the supervisory response is limited.

Composite 3

Banks in this group exhibit a combination of weaknesses ranging 
from moderately .severe tc unsatisfactory. Such banks are only 
nominally resistant to the onset of adverse business conditions 
and could eas.ly deteriorate if concerted action is not effective 
in correcting the areas of weakness. Consequently, such barks 
are vulnerable and require more than normal supervision. Overall 
strength and financial capacity, however, are still such as to 
make failure only a remote possibility.

C o m p o s ite 4

Banks in this group have an im: jerate volume of asset
weaknesses, or a combination of other conditions that are less 
than satisfactory. Unless prompt action is taken to correct 
these conditions, they could reasonably develop into a situation 
that could impair future viability. A potential for failure is 
present but is not pronounced. Banks in this category require 
close supervisory attention and financial surveillance.

Composite 5

This category is reserved for banks whose conditions are worse 
than defined under number 4 above. The volume and character of 
weaknesses are such as to require urgent aid from the 
shareholders or other sources. Such banks require immediate 
corrective action and constant supervisory attention. The 
probability of failure is high for these banks.

EXHIBIT "A"



• »* O'I ' V  ©  lficld
Charlef w° - —

LETTER TO THE BOARD OF DIRECTORS

The solvency of  your bank is being seriously threatened. Capital has been 
• depleted from massi'e loan losses and unprofitable operations. Immediate corrective 

action is required in order :;o remain a viable in s t i t u t i o n .  Objectives and 
p r i o r i t i e s  with proper communcations to employees and close monitoring and 
fo l low  up by the Directorate, and management w i l l  be required. The in ject ion of 
capital  from an outside group, i f  successful, w i l l  provide a more substantial 
base and allow time to remecy th is  grave s ituat io n.

The loan p o r t fo l io  continues to deteriorate from the extremely poor condition 
th a t  was disclosed at the l i s t  examination. Total c lass if ied assets increased 
to $2,881M (165% of Gross Capital Funds (GCF)) from S1.977M (102% GCF). In 
addit ion,  other assets mentioned total S624M (36% GCF). Delinquencies are also 
inordinate; up substa nt ia l ly  to 18% of the p o r t fo l io  or $3,623M. The severity 
of  the c la s s i f ic a t io n s  is of  major concern. Losses amount to $398M with Doubtful 
representing an additional $236M. For the year,-your bank has written o f f  $725M 
in  loans with only $9M recovered. Causes have oeen id en t i f ie d  as: Lack of 
technical competence of former senior loan o f f ic e r s ;  excessive lending authority;  
fa i lu r e  to fol low the bank's lending policy; i n s u f f ic ie n t  administrative overview; 
and the depressed local economy. A new lending team has been established; 
however, i t  has taken time to become fam il iar  with a l l  the problem credits.
Better direction of the loan o f f ic e r  s t a f f  w i l l  require establishing and communicating 
clear cut objectives, defining roles, delegating authority and demanding accountabil ity.

Violations of law are toe. numerous, with most dealing with lending l im i ts  per 12
USC 84. Many are due to lack of at ention. Because of diminishing capital
management must become more fa m i l ia r  with pertinent laws. Not if ic at ion  of 
corrective action on a l l  v io la t ions  should be sent to the addressees l is te d  on 
the cover page of th is  report.

The bank has fa i le d  to provide for an adequate loan loss reserve. In fact,  the
losses charged to the r;serve th is  examination resulted in a $151M deficiency. •
A recommended minimum cnarge to th is  reserve from earnings - considering the
probable loss inherent in the remainder of  the loan p o rtfo l io  and the current 
recessed economy -  wou’ d be $467M. This charge would bring the reserve to S305M 
or 1.69% of-the total  iet loans outstanding.

The major factor for the bank's estimated earnings loss for 1979 of one m i l l io n  
dollars is loan losser. However, other factors are also present and contribute 
to th is  year's large J e f ic i t .  A lack of attention to tF matching of asset and
l i a b i l i t y  maturi ties ,ias resulted in a low y ie ld ing  f i x t  4 ate ioan portfo l io
dependent on high rate, v o l a t i l e ,  market sensit ive deposits. This has resulted 
in inadequate in te rest  spreads, causing a loss of earnings and a dependence on 
purchased funds to m i inta in  l i q u i d i t y .  Other elements include prior reliance un 
loan service or fee income, high occupancy experse and various nonrecurring 
items such as legal expenses. Steps taken to improve th is  s ituation have not 
provided s u f f ic ie n t  results.  A concerted e f f o r t  to improve asset qual ity  and 
mix plus restoration to a core-deposit base are keys to the bank's rec  ̂ /ery.

The erosion of capital  from the above discussed problems has produced a deficiency 
that can not support the bank's asset structure. Continuance of these adverse 
trends w i l l  result  in impairment of capital stoc': in the near future. A private 
placement that is being s o l ic i te d  would provide a temporary -  though not permanent - 
r e l i e f .  Although th is  in jec t io n  is considered a reasonable expectation by the 
Board, a program must be addresseJ that w i l l  provide s t a b i l i t y  so that the bank 
can again become a competitive, growing and viable in s t i t u t io n .

This General examination was conducted in accordance with standard examination procedures 
of the Office of the Comptroller of the Currency. Financial information as of 
October 26, 1979 was used and updated as appropriate. The comments and crit icisms

Continued

EXHIBIT "B"
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LETTER TO THE BOARD OF DIRECTORS - Continued

in  the body of th is  report have been reviewed with management and must receive your 
immediate attention.

The problems confronting the bank are very serious and can result in insolvency.
A unif ied earnest e f f o r t  by the directorate and management is essential to bring 
about corrective action.

Examino r-in-Charyfl. 

Mel Ekstrom
By-

M. B. Adams ,
Regional Administrator of National Banks



AG R E E M E N T  BY AND BETWEEN 
THE SECU RITY NATIONAL BANK 

ANCHORAGE, ALASKA 
AND

THE OFFICE OF THE CO MPTROLLER 
OF THE CURRENCY

WHEREAS, the Security National Bank, Anchorage, Alaska 

(hereinafter BANK), and the Office of the Comptroller of the 

Currency of the United States of America (hereinafter COMPTROLLER) 

wish to protect the interests of the depositors, other curtomers, 

and shareholders of the BANK and, toward that end, wish the 

BANK to operate safely and soundly and in accordance with 

all applicable laws, rules and regulations; and

WHEREAS, the COMPTROLLER, through his appointed Natronal 

Bank Examiner, has criticized certain practices of the BANK 

in Examination Reports or letters to the BANK as being unsafe 

and unsound, within the meaning of the Financial Institutions 

Su pervisory Act of 1 96<’> (12 U.S.C. S1818); and

WHEREAS, in the Report of Examination of the BANK, 

dated May 31, 1979 (hereinafter REPORT OF EXAMINATION), and 

incorporated herein by reference the same as if fully set 

forth, the COMPTROLLER, through his appointed National Bank 

Examiner, has cited certain violations of law, rule or regulation 

app licable to the BANK;

/

NOW, THEREFORE, IT IS HEREBY AGREED, between the 

BANK, through its duly elected and acting Board of Directors, 

and the COMPTROLLER, through his duly authorized and acting 

Representative, that co mmencing no later than the effective 

date of this Agreement, or as shall otherwise be specified 

in the several Articles of this Agreement, the BANK shall 

operate at all times in co mpliance with the Articles of this 

Agreement.

EXHIBIT "C"


