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us paragraph, the Administrator shall either issue th permit for
hich the pel *ion was submitted or shall deny its issue ce

(3) The Administrator may issue a permit Tor the opt ation of a
ew underground injection well in mn area designated mder sulv
jction (a) only if he finda that the operation of such wt I will not
suae contamination of the aquifer of such area so as t* create a
ignificant hazard to public health The Administrator may condi-
on the issuance of such a permit upon the use of such control
iea*ures in connection with the operation of such well, for which
ie permit is to be iwued, aa he deems necessary to assure that the
pcration of the well will not contaminate the aquifer of the de-<g
ated area in which the well » located so as to create a significant
azard to public health o )
(c) Any person who operates a new underground injection well in
lolation of subsection (b). 11l shall be aubject to a civil penalty of
ot more than $5,000 for each day in which such violation occurs,
r (2) . such violation is willful, such person may. in lieu of the
ivil 0penalty authorized by clauee (1) be fined not more than
T ,000 for each day in which such violation occurs If the Adminia-
ator has reason to believe that any peuon is violating or will viih
ate aubeection (b). he may petition the United States disncl court
0 issue a temporary restraining order or injunction (includ ig a
mandatory injunction) to enforce such subsection

Id) For purposes of this section, the t«*rm "new underground in
rction well" means an underground irjec.ion well whoae operation
ras not approved by appropriate State and Federal agencies before
he date of the enactment of this title.

(e) If the Administrator determines, on his own initiative or upon
>elition. that an area has an aquifer which is the sole or principal
innking water source for the area and which, if contaminated,
vould create a significant hazard to public health, he shall publish
lotice of that determination in the Federal Register After the pub-
ication of any such notice, no commitment for Federal financial
lasislance (through a grant, contract, loan guarantee, or otherwise)
nay be entered into for ny project which the Administrator deter-
nines may contaminate such aquifer through a recharge zone so as
a create a significant hazard to public health, but a commitment
or Federal financial assistance may, if authorized under anotner
provision of law, be entered into Lo plan or design tbe project to
isaure that it will not so contaminate the aquifer

OfTIONAL DZMONSTBATION BY rTAT** SKUATING TO OIL OS NATtISAL
GAS

Su: 1425 (s) For purposes of the Administrator's approval or dis
ipproval under section 1422 of that portion of any Stole under-
ground infection control program which relate* lo-

ti i the underground injection of brine or other fluids which
are brought to the surface in connection with oil or natural gas
production 0r nalurul gas storage operations. or,
(2» any underground injection for the secondary or tertiary
recovery ol oil or natural gaa
in lieu ol lhe allowing ret nred under subpurugriph IAl of section
N221DHIi Ilie Stat/> may denionalrule that auch Jnrtion ol the Stale
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progrum Meets the requirements of subpuragraphs <Aithrough ill)
of section 1421IbM 11 anil represents an effective program (including
adequate recordkeeping und reporting) lo prevent underground in-
jection which endangers drinking wuler sources

Ib) If The Administrator revises or amends any requirement of u
regulation under aection 1421 relating lo any aspec*. of the under-
ground injection referred to in su! section (al. in the case of that
portion of a State underground injection control program for which
the demonstration referred to in subsection (a) | aa been made, in
lieu of Iha showing required under aection 14221bKInBI the State
may demonstrate that, with respect to that uHpect of such under-
ground injection, the State progran meets lhe requirementa of sub-
paragraphs (A) through (D) of section 1421(b)(1) and represents an
efTective program (include” adequate recordkeeping and reporting)
to prevent underground injection which endangers drinking water
sources.

Itwr | Section 1422(bM.I) hall not apply to ihal portion of any
Stale underground injection control piogram approved by the Ad-
ministrator pursuant to a demonatration under subsection (a) of
mis section (and under subsection (b) of thui section where applies

e

() If pursuant to auch a demonstration, the Administrate r up
provoa such portion of the Stale program, the State shall have pri
ma.y enforcement responsibility w>lh respect to that portion until
such time as the Administrator determines, by rule, thi such dem-
onstration is no lon”ur valid Following such a determination, the
Administrator may ezercise the authority of subbcction (¢) of sec
tion 1422 in the same manner as provided in such subsection with
resuect to a determination described in such subset lions

(3> Before promulgating any rule under paragraph (2), the Ad
mirﬂstr?tor snail provide opportunity lor puuhc hearing respecting
such rule

MKai'l*TION UP STATk M I* HAUS

Sue. H86 |a2|\/|unituhinu Mpthuos Not later than 18 months
afler enactment of the Safe Drinking Water Act Amendment* of
1986, the Administrator shat' modif re,?ulatlon,* issued unde, this
Act for Class linjection wells to u nt|P/ monitoring methods, in
addition to those In effect on Noiemh'r [, 1985 including ground
water monitoring In accordance with such requlations, the Admin
utrutor. or delegated State authority, ihall determine the aPphca
bihty of such monitoring methods,” whereuer appropriate, at loca
lions and in such u manner as to prvvule the ea. .test possible delec
lion of fluid migration into, or in the direction of, underground
wines of drinking water from such wells, based on its assessment
of the potentjal for fluid migration from the injection cone that
maY he'harmful lo human health or the emirvnment For purimtses
of this subsection, a class | mgectmn well is defined in oicorduncc
with ft) CFR .16 (K as in effect on Nooember |, ,

Ib) Nhttmr - The Administrator shall submjt a reitorl to (on
ress. no_Inter than September 1937, summnnun? the results_of
tole sniicvs requited n>the Administrator umlet this section The
te/sitl shall mebn/r rm h of the following items of mformotion
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1) Thi »embers and ca.igortet of class V wells which dts
charge nonhazardous wasté into or above an underground
so,u,rce%fdrmkm water. , o

1) The pnmar% contamination problems ,\usociated with dif
ferenl categories 0f these dispos'd wells o

Recommendations for minimum dem%n, construction, in
stallation, and siting requirements that shout | be applied lo
Protect underﬁround sources of drinking wa'tr from such con
amination wherever necessary.

IOLE SOUMCS AQVIPEM UE* ONSTSATION MI'JHAH

Sec U27 (» Pintpose —The purpose of thu section is to etl-.b
hsh procedures for development, impUmenlv  m. and assessment of
demonstration programs designed to protect critical aquifer prohr
turn areas, located within areas designated as sole or principal
source aquifer under sec.ion HH(e> ofthis Act. N

to> D efinition —For purposes of this section, the term “critical
aquerfrotecnon area "means either of the following o

(D) All orpart ofan area located within an_ aréa for which in
application or designation as a sole or principal source aquifer
pursuant to section "UHte). has been submitted and approved b¥
the Administrator not later than 24 months after the enactmen
of the Safe Dnnking Water Act Amendments of 1986 and
which satisfies the criteria established by Ihe Administrator
under subsection (d). ST , ,

2) Al' or part of an area which is within an aquifer de5|9
noted as a sole source aquifer as of the enactment of the Sa/c
Drinking Water Act Amendments of 1986 and for which an
areawide groi d water quality é)rotecnon plan has been ap-
proved under section 908 of the Clean Water Act prior to such
enactment .

(lq Application —An\ State, municipal or local government or
olitical subdivision thereof or an ﬁlan,mng,e,nnty ((]mc,ludmg an;
interstate regional pIanm_ng entity) that identifies a critical aquifer
protection afea over which it has authority or lunsdiction may
apply to Ihe Administrator for the selection of such ana for a dem
onstration program under thu section. Any applicant ihall consult
with other government or planning entities with authority orjuns
diction in sLch area prior to apPI|cat|on Applicants, other than the
Governor, shall submit the op,plication for a demonstration progiam
jointly with the Governor

(ktTkma —Not later than | year after the enactment vf the

Safe Drinking Water Act Amendments of 1986. the Adminjstrator
shall, by rule; estobluh criteria for |dent|fY|ng critical aquifer pro
lection areas u.id:r thu section In_estabfuhing such criteria, the
Administrator shall consider each of the following
iD The vulnerability of the aquifer to contamination due to
hidrvgeolugic churucigrultcs. , , ,
t2>"The number of persons or the proportion of imputation
using the ground water us a drink.ng water soun c ,
(J?g The™ economic, social and environmental benefits that
uoultl result to the urea from maintenance of ground water of

%igh quality

Aq(t) Contents op App
thu section shal
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H> The economic, social and environmental costs that would

result from degradaﬁton qf the quality of the ground water.
Ication —An application submitted to the
mmutrator bY any applicant for a demonstration program under
meet each of the following requirements .

(D The application shall propose boundaries for the critical
aquifer protection area within its jurisdiction _

(2) Tne application shall de3|gbnate or, if necessary, establish
a planning entity (which shall e ¢ public agencg and ivhuh
shall include representation of elected local and State govern
mental officials) to develop a comPrehenswe managerent plan
(hertinfler in thu section referred to as the "plan™) Toi the criti-
cal protection area Where a local government planning agency
exuts with adequate authority to carry out thu section”with re
Ipert to any proposed critical protection area, such agency shall
be designated as the planning entity. ' .

(3) Tne application shall establuh procedures for public par-
ticipation in the development of the plan, for reuiew, approval,
ana adoption of the plan, and for assutonee to municipalities
and otheerubhc agencies with authority under State law to im-
plement tK. plan _ _

H) The application shall include a hydrogeologic assessment
<t),fsurface and ground water resources within™ the Critical protec-
lon area.

(5% The application shall include a >mprehensive manage-
men p[lan for the proposed protection area.
(6) The application shall include the measures and schedule

proposed for implementation of such plan.
<P CostPMKHENSIVE Plan — .

,gl) The objective of a comﬁrehenswe management plan sub-
mitted by an aﬁphcant under thu section shall e to maintain
the quality of the ground wuter in the critical protection area in
a_manner reasonably expected to protect human health, the en-
vironment and Pround water resources In order to achieve such
objective, the pfan may be de5|?ned to maintain, lo the maxi-
mum_ extent possible, the natural vegetative and hydrogeological
conditions Each of the following elements shah be inCluded in
such a protection plan: . -

A) A map showing lhe detailed boundary of the critical
protéction area . .

(B) An identification ofexulmq,and potential point and
nonpoint sources of%round wateriegraoation. o

) An assessment of the rx|ut unship between activities
on lhe land surface and ground water quality. ,

_tl)> Specific or.urns, and management practices to he im
piemented m the critical protection area to prevent adi<er$e
impacts on ground water quality ,

FE Identification vfauthority adequate to implement the
plan, ,est|?1uts of program costs, and sources of Stale
matching funds , ,

ttl Suchﬁ{)lan may also include the following .

A>A determination of the quality of the existing ground
water recharged through the sftecial praterturn ami unit
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the natural recharge capabilities of the s/tecml pmiechun
ar?a watershed,

H> Requirements designed la me ntam existing under-

round drinking wale: “guality or improve undérground
rinking water quality if prevailing condijtions /uil fo meet
drinking water standards, pursuant to this Act and Stole

aw,
tCJ Limits on Federal, Stale, and local gqovernment, fi-
nancially assisted activities and projects which may con
tribute o degradation of such ground water or any_[oss of
natural surface and subsurface infiltration of purification
capability of the special protection watershed.
, A tomprehensive statement of land use management
including emergency contingency planning as it pertains to
the maintenance of the quality’ of underground sources of
drinking water or to the improvement of such sources if
necessary to meet drinking water standards pursuant to
this Actand State law. , ,

(E) Actions in the special protection urea which waould
?,vmd agvtehrse impacts on water quality, recharge cupabih
les, or both,

tEl Consideration of specific techniques, which may in
elude clustering, transfer of development rights, and other
|trr1]novat|tve measures sufficient tc achieve the objectives of

IS section,

t(J) Consideration of the estahlishment of a State institu
lion to facilitate and assist funding a development transfer
credit system , ,

tH) A"program for State and local implementation of th,
plan” described in this subsection in a manner thut will
insure the continued, uniform, consistent protection of the
g&tﬁ%ﬁl protection area in accord with the purposes of this

tl) Pollutiop abatement measyres, if apprqpriate

(%) Plans)Under Section 208 01 tni dlefﬁ,water Ai~r —A
plan approved hefore the enactment of the Safe Drinking Water Act
Amendments of 1986 under section z08 of the Clean Water Act to
protect a sole source aquifer designated under section HZV(e) of this
Act shall be considered a comprehensive management pfan”for the
purp 888 of thu section. . ,

n) Consultation and Hearings —During the development of a
comprehensive management plan“under thu section, the planning
entity shall consult with, ana consider the comments of, appr,ogna,te
officials of any municjpality and Slate or Federal agency which hiu
jurisdiction oi<er lands ang waters wjthin the specidl protection
area, other concerned organizations and technical and citizen ajlvi
sory com millees The planning entity shall conduct public hearings
ot places within Ihe sfiectal protection area for the purpose of pro
voting the vpftarlumiy to comment on any aspect of tnePIan ,

m ArMOVAi Im Dinaffrovah — Within HO doys otter receipt of
on application under (hu section, the Administrator shall uppiove
or disapprove the application The upprvvtil or disapproval shall be
fused on 0 ileterniinaljon that the critical protection orro stih*/ies
the criteria established under subset lion id" and tbhal a ileniuii-.Uo

Sl

lion program for the area would provide protection for ground water
uality consistent with Ihe objectives stated in subsectior ‘1 The
dmniutrator shall provide to ihe (ioiernor a written erpiunotion
of the reasons for the disapproval of any such application. Any peti-
tioner may modify and resubmit any application which u not ap-
pnwed. Upon approval of an application, the Administrator may
enter into a cooperative agreement with the applicant to establish a
demonstration program under thu section _ _

() Grants and Rrisshumsehent. —Upon entering a cooperative
agreement under subsection (U Ihe Admmutrator may Prowde to
the applicant, on a.matchm? basu, a grant of SO per céntum of the
costs of implementing the plan established under thu section. The
Admmutrator may also reimburse the upphcant of an approved
plan up to SO per centum of the costs ofdevelo(?mg such plan, except
for plans approved under section 208 of the Clean Water Act. Tne
total amount ofgrants under thu section for any one aquifer, desig-
]p,ateoll under section HH(t), shall not exceed 64,000,000 m any one
iscal year.
k) Xctivities Funded Under Other Law —No funds author-
ized under thu subsection may be used to fund activities funded
under other sections of thu Act or the Clean Water Act, the Solid
Waste Duposal Act, the Comprehensive Environmental Response.
|Compensa ion, and Liability Act of 1980 or other environmental
aws.

tl) Report —Not | \er than December SI, 1989 each State shall
submit to the Administrator a report assessing the impact of the
Program on ground water quality and identifying those measures
ound to be effective in rotectmg ground water resources, No later
than September SO, 1990, the Admmutrator shall submit to Con
gress a report summarizing the State reports, and assessing the ac-
compluhments of the sole Source aquifer demonstration program in-
cluding an identification of protection methods found to be most ef-
fective'and recommendations for their application to protect ground
water resources from contamination whenever necessary

(m) Savings Provision.—Nothing under thu section shall be con-
strued to amend, supersede or abrogate rights to quantities of water
which have been establuhed b interstate water compacts. Supreme
Court decrees, or Stair water laws, or any requirement imposed or
right provided under any Federal or Stalé environmental or public
health statute , ,

(n) AirTHORIZATtON. —There are authorized to be oppropriated to
carry out thu section not more than the following amounts _

Floral rear 4— |
IS) f :s 00
| - 100000
% roones
[7.

Matching grants under this section may also be usetl lo imple
mrnl or uptinte any water quality managément plap for a sole or
principal sautie atimfer opproied-Ibefore Ibe date of ihe enactment
of this setlion) by the AdmmixImtor under section 208 o/ the Feder
al Water Pollution (i "trolAil
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STATE PROGRAMS TV ESTABLISH WkIIHt.AU FRUTECTHIt" ARIAS

Sec H28. 1a) state Programs —The Governor or Governor ‘$des
nee of each State thall, unthin Jyears of the date of enactment of
if Safe Drinking Water Act Amendments of 1986, adopt and
ibmit to Ihe Admmutrator a State program to protect wellhead
toi within their /urudiction from contaminants which may have
|a/ adverse effect on the health of persons Each State program
ider thu section shall, at a minimum -

(111 specify the duties of State agencies, local governmental en-

tities, and public water supply systems with respect to the devel-

opment and implementation “of’programs required by thu sec-

on, : :

lit for each wellhead, determine the wellhead protection area
as defined in subsection (e) based on all reasonably available
hydrogeologic |nformat|?n on 1ground water flow, recharge and
d|schar([;e and other m/ormafton the State deems necessary to
adegua elz/, determine the wellhead protection area ,

J) identify within each wellhead protection area all potential
an hro?ogemc sources of contaminants which may hate any ad
verse effect on the health of persons,

14" describe a program that contains, as appropriate, technical
assistance, financial assistance, implementation of control
measures, education, training, and Demonstration projects to
protect the water supply within wellhead protection areas fror,
such contaminants,’

tSlinclude contingeixy plans for the location and prouwon of
alternate drinking water supplies for each public water syc'em
in lhe event of well or wellfield contamination by such contami-
nants, and , _ , ,

< include a requirement that consideration be given to all
poti.itial sources of such contaminants within the expected
wellhead area of a new water well which serve* a public water
supply system . , ,

‘ol rt/SL/C ParticiBation.—To the, maximum exit o possible,
rh Slate shall establuh procedures, including but not limited to
| establishment of technical and citizens' advisory committees, lo
courage the public to parUmRate in developing thé protection pro
im for, wellhead areas. Such procedure snail” include notice and
portunity for public hearing in the State program before it is suh
tiled Iuthe Admims'.ator.

clDisapproval — , ) o

t> In general.—If in thejud%ment of the Administrator, a
Stute program lor portion_thereo mcludmg the definition of a
wellhead “protection area), is not adequafe to protect ?ubhc
water systems as reouired by this section, the Administrator
shull disapprove such pro%ram tur portion thereof) A State pro
gram |IeveI0|oe|| pursuant to subsection tal shall be deemed to be
adruuate unless the Administrator determine.. within 9months
of the receipt of a State program, that such Program tor portion
thereof is inadequate for the putpose of protecting public UKiler
systems as required by this section from contaminants that may
h'ue any adverse effect on the health of fiersons If the Ailmtn
istrntor “determines that a proposed State program (or any A
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lion thereof) is inadequate, the Administrator shall submit a
written statement of the reasons for such determination of the
Governor of the Slate. -

(2)  Modification and resubmission. —Within 6 months after
receipt of the Administrator’'s written notice under paragraph
(1) that any proposed State program, (or portion thereof js inad-
equate, the”Governor nr Goverror's designee, shall modify the
program hased upon the recomme, {'Itons of the Administrator
ana resubmit Ihe modified program to the Administrator.

(d) Federal Assistance —After the date J years after the enact-
ment of this section, no State shall receive funds authorized to be
appropriated under this section except for the purpose of implement-
ing the program and requirements ofparagraphs (4>and (() of sub-
section (a). . .

(e) Definition of Wellhead Protection Area —As USed in this
section, the term "wellhead protection area " means the surface and
subsurface area surrounding a water well or wellfield, supplying a
public water system, through which contaminants are reasonanly
likely to move ‘toward and Teach such water well or wellfixeld. The
extent of a wellhead protection area, within a State, necessary to
provide protection from contaminants which may have any adverse
effect on the health of persons u to be determined by the State in
the program submitted under subsection (a). Not later'than one year
after the enactment of the Safe Drinking Water Act Amendments of
1986, the Administrator shall issue technical guidance which States
may use in making such determinations. Such guidance may refect
such factors as the radius of influence around a well or wellfield
the depth of drawdown of tne water tahle by such well or wellfield
at any given point, the time or rule of travel of various contami-
nants i varioys hydrologic conditions, distance from the well or
wellfield, or other factors ,affectm%the,||keI|hood of contaminants
reaching the well or wellfield, ta mq into account available engi-
neering pump tests or comparable data, field reconnaissance, topo-
graﬁ)mc information, and tne geology of the formation in which the
well or wellfield Is located.

Ify Prohibitions — ,

(1) Activities under other laws.—No funds authorised to
be appropriated under this section may be used to support ac-
tivities authorised by (he Federal Watér Pollutjon Control Act,
the Solid Waste disposal Act, the Comprehensive Environmen-
tal Response. Compensation, and Liability Act of 1980, or other
sections of this Act. ,

(22 Individual sources —No funds authorised to be appro
printed under this section may be used to bring individual
sources of contamination_into compliance

() Implementation - Each State shall make every reasonable
effort to implement Ihe State wellhead area protection program
under this section within t years of sybmitting the pr,ogram to the
Administrator. Each State shall submit lo the Administrator a hi
ennial status report describing the State's progress in implementing
the program S™h report shall include amendments to the Stute
I ro%rum for uq wells sited durmgf the biennial period ,

th> Federal encjes —Each jflefKirtment. agency, and instru
mentality of th leculue. legislative, and judurul Brunches of the
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Federal Goiernnient having jurisdiction oner unv potential source of
contaminantt identified b?; u State p,ro%ram pursuant lo the prom

sums of subsection tat3)shall be subject to and comply with all re
uiremenU of the State program developed according to subsection
ati) applicable to such potentusl source of contaminants, both sub
starhoe and procedural in tie same manner, and to the same
extent, as any other person is subject to such requirements. includ
ing payment of reasonable charst and fees. The President ma

exempt”any potential source under the jurisdiction of i ny depar

ment, agency, or instrumentality im the executive bruich if the
President determines it to be in ihe paramount mle ml of the
United Stales to do so, ho such ext mplion shall be qranted due to
the luck of an appropriation unless the President shall have specifi
cally requested such ‘appropriation is part of the b>Jgctarv process
and the Congress shall nave failed n make avadaole such requested

ap(@f%pdl]cﬁttiionr?al Reuvireuent -

n General.—In addition to the prouisions of subsection

|
tal of this section, States in whjich there art more than 3500
active wells ul which annular injection is used as of January I.
1936. shall include in their Stale program a certification thdt a
State pro%ram exists and is being adéquately enforced that pro
vides protection from contaminfnls which “may have any ad
verse effect on the health of persons and which are associated
with the annular injection or surface disposal of brines associ
ated with oil and gai production.

(3) Definition.—For purposes of this subsection, the term
"annular injection” means the reityjechon of brines associated
with the production of oil or gas between the production and
surface casings ofa ixmventional oil or gas producing well

(3) Review.—The Administrator shall conduct a review of

each program certified under this subsection. o

(U Disapproval.—If a State fails to include the certification
required by this subjection or if in the ud%m,ent of the Admin
ulrator the State pmigram certified under this subsection is not
bemg adequately enforced, the Admmutrator shall disapprove
}_he tate progmi nubmilled under subsection (a) of ihu S&C

1on.

Q?Coordination Wtth Other Laws —Nothing in thu section
shall quthorue or requint any department, agency, or other Instru
mentality of the Federal Government or State or local government ¢
apportion, allocate or otherwise requlate the withdrawal or henefi
cial use ofground or surface waters, so as to abrogate or modify any
exuting rights to water ertabluhed pursuant to Stale or Federdl
law, including interstate compacts .

th) Authorization of Appropriations —Uiless the Stole pro
gram is d|sa§)proved under Fhu section, the Administrator_snull
make 9runts 0 the State for not lets than 50 or more than 90 jter
cent of the cost incurred by a Stute las determined by the Admtnts
Initial in developing and ‘implementing each State program umler
this section  For purjH/ses of making such grunts there ij uuthonred
lo he ai'projirtiiled not more than the follomng amounts
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Fmat yenr
Iy1; /10 000000
mt* )
n*i - Ji.000000
USD...ciiiieiiiieee ettt . Si.000000
IHI Si.000.000

Part D—Emergency Powers
EMERGENCY POWERS

Sec. 1431 (a) Notwithstanding any other provision of thia title,
thu Administrator, upon rece:pt of information that @ contaminant
which is present in or ja likely to enter @ public water aystem 0r an
underground source of drinking water may present an imminent
and substantial endangerment to the health of persona, and that
appropriate State and local authorises have not acted to protect
the health of such persons, may take such actions as he may deem
necessary in order to protect the health of such persons. To the
eilent he determines it to be practicable in light of such imminent
endangerment, he ahall consult with th<» State and local authorities
in order to confirm the correctness of the information on which
action proposed to be taken under this subsection is based and to
ascertain the action which such authorities are or will be taking
The action which the Administrator may take may include (but
shall not be limited to) (1) issuing such orders as may be necessary
to protect the health of persons who are or may be users of such
system (including travelers), including orders requiring the prauj
sum of alternative water supplies by pérsons who caused or contnb
uled to the endangerment, and (2) commencing a civil action for ap-
propriate relief, including a restraining order or permane.it or tem-
porary injunction.

(b)  Any person who anUlslly vio'stes or fails or refuses to comply
with any order issued by the Administrator under subsection (aXl)
may, in an action brougnt in the appropriate United States district
court to enforce such order, be fisad M war* Umn subject to a civil
penalty of not to exceed |5,00u for each day in which Such violation
occurs or failure to comply continues.

TAYrxRINO wrru ruauc water systems

Sec. H3i. (a) Tamperino —Any person who tamFers u/ith a
public water system shall be |mPr|soned for not more than 5 years,
Bgtnned in actordance with title IS of the United Slates Code, or

th) Attempt or Threat —Any persor who attempts to tamper, or
makes a threat to tamper, with a public drinking water system he
imprisoned for not more than 3 years, or fined in accordance with
title 180f the United States Lode, or both , o ,
~te> Civil Penalt(yJ —The Adm nutrvtor mav bring a civil action
in The appropriate United States district court (as determined under
the provuions of title 38 of the United StateS Code) against any
person who tampers, attempts to tamper, or mokes a threat t0
tamper with u public water System The court may impose on such
person a civil penalty of not more than $50,000 for such tampering
or not more than $30,000 for such attempt or threat ,

h|>|[fefi ition of "T.imper™ For purfnaes of thu .ection, the
term “lam/ter " means —



contaminant rnto a public water system

Ihe o eration ofa public water
arming persons

Hart E—Gknkial Provisions

Ihe rntentroh of harmm
to ot enwise inter e
the intention o

AB88URANCR OP AVAILARIUTY OP SUEQUATK SUPPLIES OP CHEMICALS
NEC ROSARY POR TREATMENT OP WATER

son Who uses chIorrne activated carbon,
rc caustic soda, of

C tre tment WOrks

lime, a mon
ot er ¢ emrca or substan
ater system or r
t att e am
water snet

var abIe to or t e e ectrve

t at the nmou t o
n reauiret to e ectrve
e to nim or

rv treatmento suc va
lica ron or a certification of n
anner as th Adm

I’SU St nce

not rea ona FerSO aval a

ed shaII be rn such

10N ISS mrtt
t er in orm

Istr ttor? OE]aIF?

sultation wr
ct tr an or er re
ca lon o n

nas th A mrnrstrator ay re urr
d rt 52 ectr N, the Admrn

son whom t e Pr srd

the Admrnr trato ermr es . cou

n t e rssua
mrssr n O er

a brre stae éht of 6asons
aothsrc requirements s

garﬁ £2 in ihe

no notrce 1]
aaue or deny the ISSU

s that [he amount
ece-tsary for an applicant under an application su mrt

the public he
4 notice rs pubIrshed u

el surnce 0 S ce

hu S ctron ort
Irca 1on u rece

the dafe on whic

ta e actron
cer r rca ron 0

B lhe Admini trator
su stance n

43

ted under this t"vr\qtn to effectively treat water in a ublrc VY%?
syalem or n a [eatment works [ noh)r%asona avalla
F the agr? icant or wr riot he ao availabl N req urhe
ort ectwe freatment auch water the A mrnratr t
raue a certl rcatron 0T nee. aterch even days wrn
e rssuance 0 éruch cert| caton the ent or IS eea%at
shall rssue an %r r re urrrng rovisio erson 0
amounts of su or'su st nce. as the A mr Istrator d ems
ne essa]rcrl In t F certr atron 0] need issued for suc eraon
order s to suc manu acturers, procucers, cessors drs
ribut rs an e(rjta] (1] a auch chemical or su stance as the
resident elegate eems necmeary an aBProprrae exceg
that such oFder may ~nof a to angr anu]act er roducer ]
rocessor of such e rca bs%nce man ctures
e [ Processes (a FE e case 1)suc C emrca or su sta ce
solez or rtﬁ wn use Persons s éct 0 an qrder Issued un e[]t IS
ectl %lrven a reaspna P ortunrtﬁ/] oconsutwrt
Is Uelegate with respect to the | ementatron of

sr entor
Orders w ich are tg be issued unoer p%ra[% h (1) to, manu-
ﬁ ciers an rocecsors 0 Lor substanCﬁ
shall pe'e urta }/daLPCportr ned, aa far aa practt]rc le, .among
manu actu ers, producers, and processors of LéC chemical or’sub-
stanc ord which'are t e rssuep under parag rﬁg 1 to
distri utors and re a ers of a chemic orsu str]
urtbz pEortrone as ar as ractrcabe mon a drstrr utron
and repackagers of such che r or substan n apportjonin
orders "issued under ara%rag ) 10 ma acturers,” producer
ers of chlorine, the President

ro essors, distributor
g Fr%n i ?rtceescgrlrt In carryrh)g ou? the requirements ort?re pre-
g@j [h gogra hrcal relat ronshrp and esLabli'ned commercial
s be weeg auc lr(nanu actt(rjrei] [0 ucerF praces-
5018, strr utors, and repackagers an Bersons 0r whom

thiB?j er earceasrgs?e o]rders to be rssueﬁ to prool 8%5 of ¢ orrne1

i) amount of chlorine historica
ey

Prod cer 10 trEat W tzr In (tea%h
rp]rted fatea; an

reafment works, an %fs
[‘ annua rodtuctro orrne rn the
e

such other actors as he resr dent or his e(eg ate ma

determine ere Le evant to the aéop riionment of orders in ac-

gr ance with te e urrements f the receﬁrn sentenc .

(32a ect o aubeec ro ahn?/l éo rson_(or whont a certification
of neeg 1as %en Jaaue n ert u é

n may upo the expira-
tron o orger raaue er paragr rrrL:J olg}r/%ugﬂ certification

ert shs rtro

s e avar enae to any action brouoht

dp reac contract In a or faie court arising out o

ﬁ or arlurg rovr or offer sge 0r exchange ,a
rca stance SH et to an order rssue aursualnt t0 “sub-

ec lon % t such delay or failure was cauaed aolely hy com-

pliance rt 'such order



45

exX| Whoe/ r knowi il with any order iaaued ubIrc health jn suc emer enc rtua jon and (i) would not, in the
el i LS e A AT & 1 réa il
under hia sunparag ra fand In aecor ance it
| oev cKi) s ||t% ﬁhperétwrth A %rednearltrla% eﬁo rsuant 10 the .Lerma anr, conditions ﬁ“(){] er rogram o aaalatance. 1o
% ?J C [\ad‘”e b emp ¥ e Pret ent or i el B Caonmente STedencl Seerrovrstro% org o hmitadon Sﬁ'zae
enevert ministrator'of " he Pret lent or s delegate :
ﬁtj e e L ) Eatre e e sl
rt tates istfct court fo jaeue 2 temoprar FestrAining order e Administrator s CO”dUCt studies, and make period-
>rpre naly o pefmanent r unctnon!nc? hg's manda%ory In- é%rf pgrts 1p Conotess, on the costa +carrying ot eguiations pre-
“”f “"Qtoe o sodauc A der thi ot later than. eighteen monihs after the date of enaciment
éin We?[era_catron e of o1t e Under tis section may is subpalzgianh, Ine dﬁmrnrstrator Shall SUbmit a report 10
gongress W rchqdaeertr fies an
e) the anr Ipated coss o Irance wrtht interim aﬁd re-
o s et e e prar R
SKBEASCH, TECHNICAL ASSISTANCE, INfOftMATION, AND TRAINING Of p egl Ig re eUtaO N nclu m Iternatrve treatment
fnaoNNBL nr ues co Irance r suc aro
Sec. dt4é2 aXI} The Ad inistrator may conduct research, stud- ||| & w]e costa o lance b ubrc
ey _and derons ations re atrnfg 0 the Calace, dr{ﬁggosrs treat wate S[Y te swrt rimar drr Tﬁ] Water rE

nent, control, an g{eventlonti rt) ysica an Iserases and user ar e tate 0 oca taxes or subsi |es
I'[ er Im arrments man resulti rrectMr In J %? Trom OOP- r rant rnc ugrn annrn construction, grants, or
Inantn In water, o[ tn the e provi lon of & dependably aafe supply 3 0 rh loan trqarg tees, % drot er met odsgoat assist-

t ayrn the COS'[SO ayc com rance

rinking water, .
Tq roved met o s ii) to identif d and me|a &rre Ihe srsqté re?rv$t§ ar]ta es %r; g é}dvan ages of each of the methods
U

e, 0 contamrna&rt@ 'Q d””k' ”vameert i Solrces of Teyanue predently available (tand Pr%Jecteg

c e
fs angyrr EourS entﬂg ateoaunrr%e o?sugs'\acl(t:]nta rnaﬂ F tieavar?algfej to public wadter systema to meet current an
B rm oy methods {0 rrientr and measure the health ef use expen d)
ta 0 Hrrnkrn
[

fe ontam na s rrn In Vi) the coats weft ardb resrdenHal anﬂ rlr
new met S. 0 treat rw water to repare it f trial ‘consumers | rs a rH
d S0 as o rm rove rcrency of water reatment ater sy ems and of In vrdua yowne wets and the r asons
and ta emove con n ns om wate oran Ifferen es In,Such costs.
8 rmoroved me rovrdr ade endabl saesu gdl g re urre thr su t%r%p | rdentr and ana
rin ter rnc Wd)d mens rn e] puriii z rtenbs urre in cause se arat P{wrthT
ron a (sn ution, an S 0f aaeeesing th related ect er sstems s Vi ies
rds of drin rnr% ap ort re ras og %ra s a rnc esu recommen
rm rovg protectrn under%round water An a (e mrnrs ra r rrae
f& H ! waters st ms r m contamination mrnrst ators uc urve and st d\%
E)Z mrnrs rator the maximum extent teearbt1 IS osa o waste, (I nc rnvg reﬁrdent :id wante) which marw
tec nrca aal tance tot ate an mun> rr alilies In't B Bg und er round water les, 0r can reaso
sa vs ment Inistrat ron o wa er sy tem supervi- a expected tos pcpg Hy vrP rcw er systems and
Bpro]gnrams s de ne in secr c |» ntr]ea s of contro asedr
rnrstrator rs orrse vrde te nical aasrst Jtal ae t nﬁ]ge r after the date ctmento thra rtle Jd
and 0 make grants to 8 [ ub owne water a I ransnt1 ess e resu such survear study,
enu to assrst in re on rn to and a eva n n emerdenc ther sc re om rons aa e eems apé)rr ate
1qn affectin pu ai\e systems rnc .sources of wa er r T mrmara g carsy out gg nods un-
P systemsy wit t] Fh eer ines . 50 resen s g roun tron wr} 0 not result rn gradation of un-
antis! danger td tb LP Grants é)rovr e ﬁ ergroun ater sources
ubparagrapn ? Se fwnIQ SUpdDOI"[ those actrons which II to) The Admrnrs rator shall carry out a study of metbods of pre
re necessary 10 preventing, limiting or mitigating danger lo the venting, detecting, and dealing with surface spills of contaminants



4d
hich may degrade underground water sources fur public wuler

at(h @dmrnralrator ahall car yout a study of vrruF contumina-
n of drinking water source* an means of control of such con-

a
Administrator shall carry out a study. of the nature and
@elnltﬁﬁ%t enrm act on un% rqro ng water whlrc(h qt% 0r can

£aso a eer§ece to, supply pu |cwaersysem g )aan
Ion tron reitraction intensiv a prcatron 0 (P 8
|cr errrzers in under ro n areas an )

oons pita, or other surface disposal of conlami-

s ools

IS underaround waterr charge areas.

@ fhP lhoen%nr trator sha conduct a comprehen Cfrve study of
ic water sug es ano drdnkrn ter sour e? to determine tB

ater recna

lature, xtent urce% means 0 0l 0 contamrnatro
rmemi as or_other substance ecte ern car rno

ter than six monh ter t te 0. enac m trte he
al]l transmit to t §on ress t e initial o auc y, 10 eth
such recommendati ns for further review an cor ctrve

lc he eems appro
by R s oot gLt peton
h h#esult fro*., (t eaction or Pu and on the safety

ng water caif 00genic erec
tz hegAdmrnrstratorsf Pyarrg out « stqu otf onchlgrrnﬁted
nyl contamrnatron 0 ﬁctua r p<tential ‘sources’ of drinkin
water, contamin trono suc tfrces Mo rsu stance? known 0
sus ected to be armful to ﬁ]” IC hedlt ts of such cor]-
t mathon and means of_removing, treatrn% or otherwise contr%-
wg Euc contamination. To, assist™In ri(arr | ﬁ out thi %Para ra
dm&nrstratororstauthorrse to ttake grarits to public a
nd .private nonprofi r
d &)p G out : f %Ad mrstrator is authorrzed to—
c ec an ma e av able |n ormaron ertainin to re
se ch, Invest %% ns rfa lons, with respec
%a de enda sae SEP drrnkrnlgf ater to
n? rop |at ommen |n connec nterewr
avar e«searc acrrtresot enc toa
do rc étu orrtrs |st|tut|ons an |n S en
n igtu e{san researc rearnq ur oses o thrs
Gh ek Qratt J0;and, pter vg ¢ i afts it ey puolc
c t}lan e wrth roce ure prescrr er(]ty (h Agt?mrnrstra
H erwr&
etermined by the

ol é’n ine st t?? ?cth.te
whrch desr
) odevelo ex an or carry out a hrch
.combine_training_education and em o
Ing _persons for. occup tros tnvovrn ubIrc
ects. 0T providin rinkin
ain rns ectors su ervrsor rsohn | t0 tr
ervrse ons .| occ 1gns . Involving the public
th aspect o providing sae rin |ng water, or

ol b e adatr Sp

trte ot e{ tnan yrcarr r tate pro ram%o )

SRR e, i Vet i

t alel t n elghteen. months ate of enactment of
ths subse tron the dmrnratralors su mi] repor to Can-
ress on resen and ectd tur avalla ||t an ade-
uate an d endanle su rinkin er 0 meet
resent a olecte ﬁh reb)vor sha |nﬁude an

naSIs or} tf Nitire emandFr finking 1ia ran ofer cor-
efiig s of water the ava# Eﬁrrt e 0 methods to con-

er e wat er or re uce man uac Present measures
ae drink t% ater,

(as ure ad oéate nd

the pro nancr er which nee e-
olve n&or er 10 ssure da brIrtX uc supﬁlrei\l or te
ture. xrstrng Infor a on a omg ationa
ater Commission ana others shall be utilized to the extent possi-

(d) The Administrator shall—

rovide trainin nd make grants f or ning (includ-
)%ﬁtaq/raduate trgrnr gj of (A) pérson t §| tega%enctrjes
w ic | grrmar 0

f unjts of local ernmeeme\rtvrroS 0enn obrgltgrgn]t resa %@Chf
|t|es have been oge(i % Hrc B t(he g ate, andf person'?tel who

mana e or operate P wgters¥s ems, and
rants for postgr e trainin individual q -
ts t educatio a | str utr ns &Jr traineeshi S%

eUteDrrsgg 0 mqu%rté %ar{gh indhiduas o otk per

S T G o ey
E f such "th n{g]s1 e provrde to personnel of Stitt
ocal a encres Wi

ne A mr IS rator IS aut orrz d t make rantﬁ a[ publro
em w ro |s re j(l un er S eor ooahc aio nee

SYS
Tl Sl 8 e il M i
ﬁVQ

aabndaﬁsr e %
ranssa euse o cwaerssem for
Lt i da o Rl
?todo eetrné suc more strrn ent standards

vr ﬁnshg eth{ilsreseacuttor?rIZ a tPt{o c”r%n %Hmré@?sr%“’
% h$10 %O |sca }ndrn

eachoooof |scaI gtg)? end U(ih the |sca

he rsc ear

t |sca ear

mﬁqeerrnnbeerr . 1%%21 %?\/I%I re 861% rize

o be
ute out ?]u tr ac of
ear re are au orrée ppropr

urry out subn G'H 0N wH*JxH) not more than the 0 0 p un S



EE T HQOLDD

There are authorized to be appropriated to carry out the proouiont
of thu section (other than subjection tg), subséction (aX3*h.. and
provisions relating to research), not more than the following
amounts'

Pitta! yrar i SOOAnCr)r.lrn

il%t% TP SEPOSTPPPPROPOPOOS %@@

(9 The Administrator is authorized to provide technical assist-
ance to small public water systems to enable such systems to achieve
and maintain compliance with national drinking water regulations,
Such assistance may include “circuit-nder” pro%rams training, and
preliminary engmeermg studies. There are authorized to be appny
printed to carry out this subsectron $10,000,000 for each of the fiscal
years 7t rou 5?9]h Not less than the reat ro

i Orperce t of the amounts approp |ate under this subsec

(t) $380,000
shall be’ utilized for technical assistance to public water systems
owned or operated by Indian tribes.
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*
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(3) A grant under paragraph (1) shall D€ made to cover not more
than 7fi kr centum of the grant recipient’)* coats (as determined
under regulations of the Administrator) in carrying out, during the

one-year period beginning on the dale the gra.il is made, a public
water system supervision program
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assistance necessary to comply with regulations from uny nlhei
source, und 12) the Administrator determines ili.it arv facilities
constructed with a loan guaranteed under this suliseclion is not
likely to be made obsolete by subsequent changes in primary regu
lotions The aggregate amount of indebtedness guaranteed with re
spoi | to any system may not exceed $50,000. The aggregate umount
of indeblneas guaranteed under this subsection muy not exceed
$50,000,000 The Administrator shall prescribe regulations to carry
out this subsection.

RECORDS AND INSPECTIONS
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tem erequr onitor Ut least once terr
ears at ectrve date’ 0 mmutrators regulation
ess he %tlr)nnmu rr]a é)rr rengrrreas olrer uent rtnonnr gnn o
tu 9 or wﬁrc tgs p gsrte tg mgnrrouand sﬁ
nclu e cr eri whr t e n enor ement aut Ofity In eac
tole . ou sho ca se rtro o eetr n of contaminants
rom esr nated rrm en orcement authorit
ete C tamrn rlt n. rn ssem In accor n
Wrt these crit a ater o rrn rva asse ment o
contamrna ts t enhu the system
trntol shall a prove or rsa prove su. h asséssment su mrtte
u Stale. u Ithin 60 days A Slate rur contaminants, In accor
me With these criteriu. without mak n assessment but In n
A r e

event shall such uilditiaru Increase exjx’naitures ‘authorue
by Ihis set linn

rr%ar;nrntmrprgyar i Gl gt

M

Liiblu. water sy]stems conducting monrtonn%| unregullated
ontaminants ursu t to thu te tum” shall provide the results of
U mon}ton gto ﬁ § [X orcement aut’aor ty
otr Icatign oft br eres ts 0 the monrt?nn%
r req Ire un er ara notr Ication
e resu ts onrt m re erred to i

va it h orin

ara d?rﬁ!]nw thaII egrven to the persons%e ythe system ang

fg X rnutrutor may wojve tn]e monrtorrn requirement
argrap sys%t m w‘hrc as, con ucteaa monitorin
% anuary %mrnutrlut] etermrnsthg

E a o ave bee coruutent yrt e regulaht a promugate

fﬁan systems yvnﬂ less tha% SO service connections LhoII be
ed as om eqp It section. IT suc asterp pr?vr s
er sam rth portunrty or sampling according lo Tules a

’ﬂ rsr
iear eﬁrrternauéeotrel%neber 9 / tg rre|§rtgr% g%r%q BI%O%nltlrl tehf

Pe C%” é’ ttot rovurons 0 S& inistrator, or
er&res nta \fe* at mrnr gp eS| natednb Frrm U on
a wrr g n notrce t(t an

esen “\ﬁ ProPrrate cre entras an
rer 0 a other person subect a na rog rma
ction 141 an ap-
ergro nd rnrec ?n C ntro program, or y equire-
0 sub ec

trca Iteguvrr]rater e uatrort) errescnbe n era
oA 3 e A b
or otn Pon referred tg in CFLPISE (t} BOI r?r @S Qs autEonzpep
enter an establrshment acrlry orq er fopetty’ of suc L1 lier
or other gers%n In orgér termine ﬁter such_suppller or
n has. acted or 1S acting In compliance f fnrs title
rncfegt{ngf IS pUrpose, rnsetron at rasPna Imes, _ of

ecorda, iles, apers ocesss ont TOS end facl tIFuS or In order

fest an aure 0 [c_ water system, '“ﬁ drgg its raw
Water source. he Admrn stdat)or or th rnthtro er Gene aI or
re re entative esr elt her shall ‘have access

au It an rnatro fo an rec rds, reports, 8r rn r
on of rante ich are re uire e marntarne under
9sectwnz rch are pertrn nt 1o any financial assistance

n(f oenray %bemde under thﬁ first sentenc aratraph
W n an establishment acrIrtX or other pro ert upprer of
ateror ot er erso subject £0.a national'p drrnkrn wate
requlat (f ablishment f cility, or ot erR
In-a Stale whrc Al as prr ar én orcement reapo

ge soc
atey systems U or¢ written notice 1suc?]1 j
VYr /_((f In|st ratorfl ers re resentatve no ies t % te a encg
har with re onadt 0f sa n water of t

enr nr trat or upon a s ovv]rn%1 [y
aIe agefncy tgat slich an en ry |I| le detrimental 1o the
tratro t ales ro ramo rrmar en %rcement rese\lqh
0y e su owrn 0 .Cons eratro eterminin et er
to muke such entry ate agency w r [eCeIVes no ice under

><84=~—’"
ﬁ
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ﬂ!am%art%reatﬁe n dntttth PLoBaSed, D8 fade ‘étdt%r. 0 ttahg
eraon W se proper ay progosed to Re entere the . propos
ntr%/C and r a State genc Uses auc rn(formafron notice otﬁ

under thi raph 1a not required until auc trme aa t
zgc?mr Istrat rQeTJpn“ geadenc ﬁas nrovrdedéhrm satisfactory
assurances that It wi no on e ae Information contained In r

nOLtcI ndert arPs orgrepu es to comply with an re uireme tot
sul) ectron or 0. allow he Admrnrg Plator the em
eral, or. representativ so ert er toe rand co tany audrt or
Inspectio ut orise nu sect ron sed as nmn
be su ect 0 vrI o not ceed 1
dXl) Subject to ra ra on a howrn satrs actor
Adminisgrator b ont taym maron equir
rs section fro erao ma c Ivu etr
ecrets or S cret roces eso su era n thé dmrnrsta rs
consider suc rmar onr e rn 'accordance wit pur-
osso ct of tit nited tas oe t
%ant\ sto makea owrng ﬁtrs aotor}r rrt Srrrr]rsttlrcae

ministatot ihrama%l\oe uch spplc i “ga“a robat
i

ef re reeasrng h%
un ess the pu Irc ealth or safety require* an earlier release 0

Uniteg Stales concerned

evel of conta ranis in drin rneg atgr r#]r 0ses of fhis sub-
sectron the term "In rmatron required un ert sectron Mneans
Eragers ooks, documents, Of .Info aro(rjt or_any gar cular
hereof reported to or off erwrse obtained by the "A0ministra-
ord der this ae

t ur osesopthrssectron 3 he term " rantee gan* an
erson w 0 les for or receives financial assist n e t grant,

contract, o ogn guarantee under 1hia trtlle e term
"person” includes a’Federal agency

NATIONAL DRINKING WA*U ADVISORY COUNCIL
Sec 1446 tabIrshed atronaI Drrnkr Water d

éa]ITnerer
vrao ouncl corLsrsto n}) m ers pornte ”f

ﬁn"rbstrator a ter consu tation wi

erss orn ed from t enera em ers sha
orn e ppr rra ate an oca e CJeS concerne
r ater h re n rc wa er s Ive. members
rodléage d(%?hon? 60 nr§m re isen a rves o vat rzatrons or
eg oﬂ! Por ic water su

; armsrb%rhs TR L

A ey
smerp h I?rhe appointed for the remarnd ro such term, an%

d&orm orm tion required under this section (a) may be dis:
close toy ot&er o?cers eﬁr | % ees, or aut orrzed rehref tives of

lttees op 10655 OF Juhen. releva rr(r)ue}nt ISrrtrlteedp T
ﬂ]trs fl te ang (’i ﬁf be drslo?ose {0 the exte tet easvgtth(g

reta ve ment-

the terms of the me bers first taking office shall expire
%dllov%rs Five haﬁ Xpire Wtree ears a?terqhe date oﬁ [t)
rs trte rve hal explr years after suc

e
an Ive sha exdprreo ear artersu date as desig nateda h
dmrnrfs f aP

E IS0 e C uncil s Jenmorntment

([())T e o ncr S a adviae, consu rh a ake recommen

d na to, f\ mrnlsttrat&r on matters’ re atrng to activities,

un trons g d o creso ency. un er thra title;
rs of the. Counci! appointed under this section shall,

W re atten rn meetrn S r COVEGTEHCFS O? I%e OUHCﬁ or ot er-
V\ﬂSG enga busine [ECEIVE comge sation and

owan at the rate to mrnrstratf ut not ex-
e rn d nt o the ngnh rate 0 gay In
g/ra the nera C edu or eac h
t rrn t ct
m therr

CHL R i it
o e it mer ot G r"" i trsvsarre
ﬁranner as rfersgng F (J rntermrttent E ent

sernlngg g[e a L&NS expenses under section 70lﬂb trt the

14(3) of the F | Adv
to(ggr%rercnta(t)rnon gﬂ al no? apepqr?r?o th% Eou 90mmrttee Act relating

rOULAL AQIN CIXS
1447 M h Federal aneed]cdué? havrn urrsdrctrorz over

ederalr%/ or marnta Wate stem or (2) en-
aqg/e in aé/tlactrvr resultn (Lt

ma -
on wn SJ r rnKin erate\r &Wlt In tﬁ
e T st i
ties. and process sanction reso]ec rn? gﬁrovrsron of safe
rrnkrngavmvgt%r] annerres e trtr(tht st érmee ound | rectrorr]t0 r% rearrrn
nart Bt e ko seare“rragﬁrﬂ e
ey B epyrhg et 8 Tt e g
g an FederaInyState or (ﬁbc? gmrr\t’\fstratr e.al drrt}/11 dK U
Iy, brocess of .ﬁatﬁy"’t‘ e e e slhagt r
notwrthstandrﬂg ? rmmunrt ortsuc aencrefslt]r er an | d/r
H % P(%r afg or.e the nrte tat
a all be ersonall jable rah Civ| yundert Ie Wl
”1;'] 0 any act or omrssro wit n t e scope of his of rcra

e

The Adanrgtrator shaI’ BV ve comglrance with subsection (a)
ﬂuest of the Se retarey efense and. upon a etermrnatron
N SR e e
gnch sucih walver was grante(?

rial of nagenal fsec rty
written recor aera upon w
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F nu|<e auch r decurd uvailuble for Jt cumern xarﬂmutruﬁ then

evun In..a judicial ﬁocee rnﬂ1 rr this }rt mill the

mece 0 audr a walver, latrator ahul uP r In the

irnl ltegisler a notr e'that the walver waa or notrona

urrt ers S, un eaa upon the req uest e Secretargr
rnratrator termines o omit auch ﬁ tron

oause the catton rtse would bo contrary to the rnte Sts of

national s cu ﬂ\tr)m hich event the Ad rhatgators a mit

trce tot urv ed Services Committee of the Senate and ouse
In the Safe Drinking Water Amendments o 917

n% ping Water Arep

e constr ed to alter or affect the status of American |ndjan
[an S or water rr ts nor > warve any sovereignty over Indian

S guaran ee treat
r¢ gu._a r% tthe term ‘Federa aﬂe ¥ ' ahall
o ns ue to re nc ude arhy menoa an tribe
nod ecretary o th error In his capsclly as trustee o
ndian an S
JUDICIAL RKVIKW

Sue 144H Jal A petitjon for review of—
ue I\;[ Ntsa ﬁtwl A4sns(r£ra<y KY 3—margsusg say aaluaalynissry
% gewtir '\grm;ffv " "R v'fy 4A1]AM ]%MA’\I

WPty *BSBUW

frgreruw for ike 'mmWfUlnn S| IkW uUemm/ ke sidy h| ike

“tit act nswewrtarnrneq the e taolrahment 0f national pri
mun@aaenm{uummm%mu
ppea? ? P Drst¥rc It%olum ja circuit ang

KM senna Si ike AM inSalii M yrematgsArng say wker regvlsliow

TRBB‘B VAW J-‘ttrn PR war ROT OTIT RT BB trwrtrfd Keigdie . ™

be filed .in (/vr crr ujt (in UHICh e e rtroner resr es or trans

acts busire sl 'Cﬁ d\X/ hﬁrCtt?td Zlytirr'1 5 berod begrn}un%

An}{ aua getg QSI’Om&Jﬁ tion .of the re uatro OT IﬁSU ne

rder th respe 0 Wh revr w 1S sofight.or on the date o

grm natr n wit Irraes ec Oa\u\{: rcg rﬁvre eﬁos u%] the LPQ na g

ase soe¥ &?un aarunn aler Prratron of such errod
he respe o which re\()rew could

ction 0 minist
npt bes ect to Ju

ave, been obtarned un rt rs su ectr da
auI revrew rn an crvr nrcrimina ocee Ing for enforceun nt or

ﬁ“ cIvil aor n_10 enjoin enforcemen
ini nite Sales dstHct courts sh Il h ve rrurrsdrctron of uc
lions rou t 10 review prantrn o6r lie ri sin ﬂrant,
varrano or exemp 10 u e’ sectio e e

enls of an fe oresorr ed éor a van nc em% H
n er urll secti orte uilure to prescribe suc asc . SUC

or rker nyem s
?? y¥] yt er actro the Administrator. under this Act may
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nactron Konlﬁ gbrought upB %etrtron review filed with
ourt n{)rtr e g gerrod eqginn H the utet eactron
sou% GFEV\EYVG t ken .or, °in t case 0 Phemtl
(evr w the refus rant a vaHance or exem tion or all ure
grescrrbeasc edu l)thrnt Ad perro beginning on the
deﬂ da tion ia required to Btaken on.the variance, ‘exemption, or
so e, a3 the Care may he. A petrtroB tor auch review' mgz/l
e ter the ergrratron of auch perio the pettrtron la baae
i\o rou 1dS arisin er the erg ratro auch Uperro
n WI res ect t hrc review cou Qave been obfained
un er this subs trons not be ubect to judic-al review in anx
o\ Jo) CHM noéﬂoeedrng or en or ement or In any civil actio
cl.In any judicial proceeding in.which rvrew asou t of | de-
mmMMama”rd B e e
court ?or(te eto%%d ce a tro noe}rrtgd’a1 sP(ovvgp sat
}s]actron of the court t abtauc ona eV} nce IS m erra an
t (St ere were reasoH ounds ort allure 0 a uce auc
d erce thg lproce et e Administrator, the court
er auc nal evi ence nd evidence In rebuttal t ereo
etaken efor eAdmhnrstra or, n aH manneran uRo(n
ferms and con t 0 sast ecourt ma e roper mtnri

trator ma ¥ 1S r s tq the facta, qr make new h
o}a the rt na evr Ce ao taken, and
or new %s recomm fidation, r a.(r)tX

o
s

citium's civil action

a) Except na provided in aubee tron b thr section,
onm aﬁl ommence a GVl ac on on
1) against any person r cu rn t nrted States a
any o ernme a Ins ume taIr enc e
ent permit eevent dmen men to sru
E‘tﬂ)ed’ Is.ale ggd ﬁtl@ \6rroa lon ot any requrremen pre-

%Plagg inst. the Adm rstrat r where the tre IS ed a arlu]
minis trator perform arm act or uI under
rtle whrc r%nqb rsore lonary with the mrr
No actron may e rou tun rpara a lt) arn %ublrc
water system “for a vro tion o 2 [eq re scr e
under thi %tr e wgrch occurred wthrn the erio
Irst aa/ e mont IC t rtI IS ena
tates rstrrct courts sh a av rrs ctron tout

s gn
e zesg tepar
etr

regar tott e amount in. controver¥
rte t0 enforce in aH gctron rou i rt

ifement prescribe or un trt o oor @
rir %er) m an act or uty escrr paragrap
(b) No crvrI action may tie commenced—

ofd quuHaneern%Ubrlggélr?Qeoa [dly Qi fhis. sectlon. tespecting violation
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rior lo_sisty day* after the. plaintiff haa given potic
f( L} ﬁ \I/? lati In ) toythe AJ ;ntraltt%rltﬁk}toga\ny a“e Ieé

0
VIOanOT o?auc I'& uirement an e’ State In whi

the_violatjon occur*, or

§Br Hh dminiatrator, the Attorne General, or the
Stafe haa commenced and 'ia di enty éroaecutrng a crvt
action In a court of the Unrt%ut tales

0 reﬁurre compl
ance WF auch requrrement

n any auc action |
court o t e Unrtea States any person ay intervene aa 3
matter of 11

tzt thé”ﬁr‘raetnt%’haca“at‘ven e 1 0Eh ackdn o the ‘Ao

Notrce re urredb a ubsectro h)all be rven in such manner aa
the Admrnratrat r a prescrr re ? 10N gersgn ma
zto reqrurr tate

commence a Chvel I a\ctron under subs%cﬁg G Varange

grescrrbe a schedule quer aectron]
lemption, Unless aych person  showa t satrfsfactron n the
cases failed to

court' that'the State haa in a substantial number o
pr [rbe auch schedul
toﬁ he At

S,

n Gan acltra? under thia aection, the Administrator ort
yr eneral, If not aﬁartay mfaX ‘ntervene aa a matter% ugr}t
( % he court, In rasrur al order In ne/ actio 9
rsubsectron S@ tha a cron may award costa o Il aton

reaso attorne}/ and expert wrtnes fees) t
tyw never the court detemrnes suych an awar a Dpro rrat
court ma atem or strar rn or eror ell -
unctron ra(f ht F%QLH galents curr-
yrn a\cc%r ance the Fe er eao Crvr Pro e]ure

r]g rn la_aection apall restict any right which an
on orc s? ersona)tma ave under any’sta t orcomm&)
to seek enforcement o an ent escr gor under
t Ing in t radae tion or In

tra title o tos any othe reﬁqe "ilm
her awo L}/nrted States aha(i sconstfrue to prohibit,

or restrrct an State or local government Hr
1) rrn in an actron or obtafing any remedy or sanction

m@%rrtgﬁhnr OCaa&mrnis?ratrve action or obtaining any ad-
nistrative rem % t}460[Jsan r

ﬂarnst an %enc¥ nite %tat s under State or Iroczal KV
efiforce any requ) ement respectin _provision of safe drin
atﬁr or .fespectin thn er ro L ection cor}t]tre pro%r
thing rn F a ctro a a rco str f0. aut orise judicl
eview o re ulationa, or .orders. 0 mrnra rator un er
tte exc g S provided, in section rovrsrons rovr rn%
or a tion

of certain re urre ents tO a ch a encr
Same manner aa tO nongovern ent entities, see section

GENUAL PROVISIONS

P ol T AR S e
?unctro% dprthrs?? Y Pprop

| T AHmrn strator ma deleggueatIO 3) his unctrons under

hr( et Oe {ﬁt &r t an prescribing r to any officer or em-

g{t A mrnr trat r, with the concento e head any other
Pich 4 T taifeaemrgah/ege“séé? N e e carrérn

ut the c%ese/ atlﬁr Y y

i the Y
il TR o e ey e

te age cy? rgthg purposes of carryﬂt 3/ut the provisions otn tthia
$ ? dminiatrator may make payments of rants under
ths title § ter necessarr// Astment o account t% revrotrsey
i N

de underpayments or % entsl IN agvance 8/
m urse ent an In auch Instaliment on suc §as

e ma
Fr ancral ssistance Tade available in tie form of
r ts ongy to rn Ividuals anné lnnpro ﬂencres .0r Institutions.

strtu?mhm es of thia ara ra eterm

? eﬁrna an \’ rn? \tutron noota rrE Itf %‘?gnce/torarﬂ

rns? nreo Y ‘f" y Inure, e benefit of any
private s are older or individua
(e) The Admrnratratorshal take auch ctron as ax/h

G ey rr [l arrﬁigiit%%

d
e
0

ara/ lhabo ave, wit res ect to e or standards s

In this syhsec on the ort%/ Ptro 376se og rq_ -
nization xmbe tat 12
an section 20 4

The mrnrstra 0r she re ue ttorne General to
tt) ear an repr]eseR Im. In any rvr actron n?trtutd nder this
title to which 'the Adminiafrato rfr Pfa nless, .within a rea-
onabF time, the Attorney. enera nofifies the A gr hatra\tétr that
ewr ear In auch, action, a (hrneys appointed minis-

ear an reé
tr rrrﬁ’é S il el ot b ot i

%ter than . April Ié) eachélear t]he Admrnrsta oréhall
rt to e ommrtt(e ommerce e]nat_eI
ee on nterstate and Foreign Commerce 0 It use o erFJ
ntatrves a report respectin the activiti g er
or dtron aa
éato un rth

hrs trtle and ontainin aucﬁ recomnhen{ lona.

e consider* ne%essaJ he e ort T%

subsectron whrc X ater than Il and ea F
ent report of t e rnrstra or und rthra su section ahal \
e asatemen 0 e ac a and antici e coat to pub

wae te c t e 0 com Hanc te re uire ents
th mrh 8 Mana er, ra Buég may. evrew an
re ort re urr ro eore ubmrs lon {0 auc
co mittees | gress ut the %e not evue any auc
suc rt, or defay its submis-

evision In ap(yr

rP s }rgr%r rgiay prescribed Tor 1ts surbh)nssron ard " may submit
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o aursh committee*™ of Congress its commenla reflecting any auch

) No employer ma schar e n employee or otherwise die-
rm P Y (\Jrvrth es e%ttb 0 hia com ensaton

a uinat a ml 0 ee
erms conartons, or [t)I'IV SO emp ent ecas 0y~

« [or any person acting pursuant i request 0 th e emp yee

méAg commence?J caused to b(e |[r)nmenced or ﬁabchut tlo com

nce or ¢ uset mence oceed rrr under t

or a procee or t e a mrndstratron [T eniorcement o

In § lations or underground injection contro
gr ms «ta

arrn\(

pro

ratifie gr IS abaut to testify in an%/ such oceedrn
assiste a[trcr pate rgra abou
in a y mah]ner in auc a roce ing or In any ot tion {0
caryoutt ur oss IS |%
n&/ em#I re est at 1. haa heen drschar ed or
ae scn ate mst (ﬂ]erson in violation of g a
sa er uch viplation occur
e an on e on a.com larnt with the Sec eta
ererna rin %rs su tronr erredt aa the ecr
auc d|§c arge or ﬁcnmrpatrﬁ on recel
cr h) n e ecr ah sha notrytepeson nam
Egrpu aolntroc totna?com a‘tﬁt“ ‘acpun er sul
ecreFt)an{ ﬁlpcon]duct ag F|)nvest| ation oq the vrgf11 g gpegs 21
tecompart ajy% e receipt of (h c fa
e ecr e]tar Il com Ietes Investigation an a) H
n |n t eme an an Peson actrn In hia haI
on alle av compitted auch vro tron 0 tersu
the Inv str t n con ucte LPHrsuant fo thu su arar
a S0 t e rece complaint. the Se r t
eat ceer ecom arnt a.ter |na ecre
ont asrso settement nt re mto e ecretar
ersona eged to h ve commr uc violation, 1SS ean or er
ro | r ter reecr v clause (1i) 'or Xrng 3
ant ero te e retar snail be made nt cor
notrce an 5) ortun|¥n or a enc heann ecre ary
>HO en eh Intd,a settle enttrmr trnsq g{ ee In (t
plau t with-'jt the participation and consent of the corhplain-
1) If in response to @ complaint f Ied u dersub ar A) the
e(cr)e ary detérmines tha apvrola\ rt] araﬂ \Bhg I‘ha(a
rred, the Secretaﬂy )ral t]rder the %rso ommrte
c Vio atron fot tirmalive f" lon to ahater the violatign
erso rernstateteco arn nt to l'( ormer position to
comp ation a nY ferms, cnr
eqes o IS em 0y men ensat L
erea ropna xemp Z afm% :?
rrarau eear at' the reyoeat of t compr
L eaa&gaa ag ms qpaeras am% anrns(tfvglom the order In nue Sur
trdrng attorneys atggs? easonably mcurred an determrh) d% h

{0 aaaﬁer ag Ci ate

laint upon e or er was Igaue

Secret the comﬁarnu o or in, connection \gnth the bring-
\,g& é)erson Verse cte or .aqgrieved by an order
e, ad”eyf ol myg tfgrttjvrtg.tlg{; LAl

aes t Aaea
tion, w res ect w c-
eview muar e filed within Si t rom
con orm 1o

curre I][ e |;[IO ?OH
cr ar gr er
. Ed tate e commence en

the 1ssuanc the S

cha ter trtle of the
rocee mgs under t |a u %r% a not unless ordere
eco&rrt 0 erat a sta the Secret

ar sor I
orde t ec etar wrth r t% wehr h re lew could

ha e)bun obtarne er su aa [aepr cw roceﬁ esu ject to
}P t

g reVIew In any crimina org
henever a 5) ﬁs) ag falle order ISSUﬁ

n er ragra e cre ar t P ction In {

VJ e pgége P tnctéh rt or t:h yd stn tinw mtb e vro\

aa found to Rcc rto rce auc n actians brought un er

t ara a edrstnc cou tss Ihave jurisgictior’ to rant

om an {t te re eLnping. out é“’é et t%tt(?“” gl
hs all berﬂgaréi anc? rTc]egrdsede trous

abe rn |acretronar u

letg . ergc rng ybrg]clO qr?t unger Isaegtergnl qSh en{otrﬁe-
afaﬁ”‘ph f Tl Bﬁtyhtav'é*tp oo Etttg}t’ th'éyer%”at% S
berately causes a vrolatron

o acting. with
g O|
INDIAN TUSSLS

||on iy tﬁe Ar??nlrnrsGrka”ema' —Subject lo the provision* of subsec
.’J ) IS authonseg to treat Indian Tribes as States under this

any requirement’ of thrs

elegate surh Tribes primary enforcement responsibil
gorpzb(i arater systems angtor u)hr?ergroun Injection con

ra rovide such Tngeg % ant nd contract assistance to
c ou @nctrons rovuled bythis title

Sresﬂr'b r'eovrS ONS — The strBtorshaII wrthrn Hi
e ’ ﬁ ater ct
e r atro S S ecr

o ter the actment 0
men ments of ? qra
tho e reer %rons of this trt (h whrc |t |s nat
| nbes as States treatment s e authonse
ony IA> the Indian Tribe is recog .ued by the Secretary of the
Interior and has a governing fmx/y carrying out subStantial
governmental duties and (towers.
till the turnlions to be elemsetl by the Indian Thbe are
uwnrtjhm ie urea o( the Tribal Government's jurisdiction.”
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the Indian, Tribe u reasonably exfk'cted to. lie capable,

C

|_n(tr2e Admmutrator«judgment, of carrying out the fimc
||ogs lo be exer%nshe_d |tr_1t|a madnnefr c|<|JnS|st|e_nth|V|th th? tt_erms

and purposes of this title an all applicable regulation
$21nPr5)V|g|ons whams tmsatuknt asppstatlc in rmor_s?
ATtc —For any provision of this title where treatment of Indian
Tribes. as identical to States is inappropriate, adminisiratuely
infeasible or otherwise inconsistent with the purP_oses of th
title, the Admmutrator may include m |he regulations promul
gated under thu section, other means for admmulering such
prvuuion Ma manner that wil achieve the purpose o f the provi-
sion Nothing m thu section shall be construed to allow Indian
Tribes to assume or maintain Prlm ary enforcement responsibil
|hy for public water systems or for underground infection contiol
IMa manner less protective of the health of persons than such
responsibjlity ma){ be assumed or maintained hy a State. An
Indian tribe shall not be required to exercise criminal enforce
mentAurlsdlctlon for purposes of complying with the preceding

sen tenet.
Sections of P.I*. B-LM Which Do Not Amend the Sait Drinking
Water Act
ec 109 .ic) Ban on Lead Watu Pipes, Soloes, and Flue in
VA and [ﬁnb)lnsured ob Assisted Psopesiv —

111 Prohibition —The Secretory of Housing and Urban De
velopment and the Adminiatrator of the Veterans’ Admmistra
lion may not inaure or guarantee a mortgage or furniah assist
slice with respect to newly constructed residential properly
which containa a potable water system un'eaa such system uses
onlg lead tree pipe, solder, and flus

(2) Definition or lead rae*.—For purpose* of paragraph (Il
the term "lead free"—

[A) when used with reaped to aofders and flu* refers lo
so&jers and flu* containing not more than 0 2 percent lead,
an

;BI when used with re.aP_ed to pipes and pipe fittings
refers > pipes and pipe fittings containing not more than
HO r cent lead
(JI Kr» «. ive date—Paragraph 1) shall become effective 24
months ,fter the enactment of thia Act
(d) Lead Soloes ama Hazardous Substance -
IIl In cene*au-S ection mfX 1(} of the Federal Hazardous
%ﬁebrsetgfnces Act is amended by adding the following al the tod

ceH{E"l Any solder which has a lead content in esceas of U2 tier
12l lash inu Section 4 of the federal Hazardous Sub
%rt]aer}gg? Act is amende'! by adding the following at the end
'h"Thi introduction or delivery for introduction into interstate
commerce ol any leud solder whirn has a lead content in escesa of
[12 percent which does not prominently displuy a warning lahel
stating lhe lead content of the solder and warning ttmt the use ol

(id

such solder in the mukuig of joints or fittings in any private or
public potable water supply system ia prohibited "

3)  Effective date —TTie amendmenla made by thu subsec-
tion shall become effective 24 months after the enactment of
thig Act,

Sec 201 (cl Section 7>10.—(L1Section 7010(cl of the Solid Waate
Disposal Act ia amended by striking “sections 7002 and 7003 of this
Act and inserting in lieu thereof “the provisions of this Act".

(2)  Section 7010 of the Solid Waste Disposal Act is renumbered sa
aection 3020 and inserted after aection 3019 of such Act. Section
7012 of juch Act ia renumbered as section 7010 The item relatlng
to aection 7010 in the table of contents for such Act ia renumbere
as section 3020 and inserted after the item relating to section 8019.
The item relating to aection 7012 in the table of contents for auch
Act is renumbered as aection 7010 Such table of contents is further
amended by inserting after section 3016 the following new item:

"Sc 01* Invertory 0 federal Agency hsasniioue veste (gcilile

See 302 (e) Sruov —The Administrator of the Environmental
Protection Agencz, in cooperation with the Director of the Indian
Health Service, shall, within 12 months after the enactment of tha
Act, conduct a survey of drinking water on Indian reservations,
identifying drinking water problems and the need, if any, for slte*-
native drinking water supplies

Sec 304 % Comparative Health Effecto Assessment —The
Administrator of the Environmental Protection Agency shall con-
duct a comparative health effects aaaeaament, using available daLi,
to compare the public health effects (both positive and negative) as
sociated with water treatment chemicals and their byproducts to
the public health effects aasocia'ed with contaminants found in
public water supplies Not later than 18 months after the dale of
the enactment of this Act. the Adminiatrator shall submit a report
to the Congress setting forth the results ol such assessment.

0
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BY THE LABOR AND

1IN THE SENATE COMMERCE COMMITTEE

2 CS FOR SENATE BILL NO. 502 (L&C)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

> A BILL

® For an Act entitled: "An Act relating to the economic stabilization pro-

! gram; and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

’ * Section 1. FINDINGS AND PURPOSE. (@) The legislature finds that

10 (1) financial institutions that are chartered in the state and
have a principal place of business 1iIn the state provide a substantial

12

portion of consumer, housing, and small business loans in the state and are
B an important source of financing for the state®"s small businesses;

1 (2) these financial 1institutions have, in the last two years,
® Jost a portion of their capital due to some circumstances not of their mak-

16

1 (3) some of these financial institutions are having problems
18 adequately serving the communities 1in which they maintain branches and
® fulfill their historic role of providing an alternative source of financing
20 in the state"s marketplace;

2 (4) the state can invest money iIn these financial institutions,

22 thereby reducing the risk of future problems in the real estate market;

231 (5) th”se financial institutions will be able to increase their

24 lending by a factor of at least 10 times the amount of money received by

% them from the state investments.

26 (b) The purpose of the legislature in establishing the economi
2’ stabilization program is to provide a source of money that can be invested

2 in financial institutions that are chartered in the state and have a prin—

29 cipal place of business iIn the state so that their cpt5*1
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creased. The legislature intends to achieve this purpose by authorizing
the Alaska Industrial Development and Export Authority to invest in inter-
est-be”ring ebentures of these financial institutions which shall be
repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (@ The economic stabi-
lization program is established in the Alaska Industrial Development and
Export Authority. Under this program the authority 1is authorized to use up
to $15,000,000 for investments 1in debentures issued by a financial institu-
tion with

(1) a charter issued by the state;

(2) its principal office located in the state; and.

) assets that totaled on December 31, 1987, less than
$150,000,000 when combined with assets of all its affiliates.

(b) The Alaska Industrial Development and Export Authority may not

make an investment under this section until

(1) at least one public hearing has been held on the proposed
investment; and

(2) the authority and the director of banking, securities and

19 | corporations make a written finding that the proposed investment is in the

20J public interest.

At

2

23
24

25
26
27
28

2?

(c) The Alaska Industrial Development and Export Authority may charge
a fee 1In connection with investments under this section that the authority
considers to be reasonable. The authority may only invest in debentures
that
(1) pay interest quarterly or more often;
(2) bear interest at a rate established by the authority that is
notless than one and one-half percent above the prime rate as determined
bytheauthority; 1in establishing interest the authority shall consider the

cost of brokered deposits;

l CS5B 502 (L&C) -2-
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(3) are due for repayment 10 years after the date of 1issue, but
may be repaid sooner at the discretion of the issuer;

(4) are secured by the full faith and credit of the 1issuing
institution and other collateral as required by the authority;

(5) create rights of payment superior to rights of stockholders
of the financial institution, as determined by the authority;

() will be fully repaid before any dividends are paid to stock—
holders; and

(7) comply with other requirements th2t may be established by
the authority.

(d) The amount of debentures that may be purchased by the Alaska
Industrial Development and Export Authority under this section from an
institution may not exceed the amount of that insti. utionls capital, sur—
plus, and undivided profits on December 31, 1985, as certified by the
director of banking, securities and corporations. The combined amount that
may be purchased from a holding company and 1i1ts subsidiary bank may not
exceed the amount of capital, surplus, and undivided profits of the sub—
sidiary bank on December 31, 1985, as certified by the director of banking,
securities and corporations.

(e) Notwithstanding AS 06.05.307(a), debentures purchased by the
Alaska Industrial Development and Export Authority under this section may
be 1issued without regard to the principal amount of the notes and deben—
tures of the institution that are outstanding on the date of issuance. The
authority may only purchase debentures under this section after the direc—
tor of banking, securities and corporations certifies that the issuance of
the debentures otherwise complies with AS 06.05.307 and that the purchase
meets the requirements of this section.

() The Alaska Industrial Development and Export Authority may pur—

chase debentures under this section only from an institution that agrees to
“3- CSSB 502(L&C)
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invest at least 15 percent of the purchase price in areas of the state
outside of metropolitan areas within three years after receipt of the
Ipurchase price. The authority shall by regulation define "metropolitan

areas" for purposes of this subsection.
* Sec. 3. This Act is repealed July 1, 1990.
* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

CSSB 502(L&C) -A
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§06.05.307 Banks and Financial Institutions §OG.05.307

liability of the stockholders is valid until it is approved by the
department.

8:) If a state bank fails to maintain its total adjusted capital accounts
and reserves in an amount equal to the substandard assets as reBorted
by the Federal Deposit Insurance Corporation or the state in a bank's
latest report of examination, the department shall consider the failure
as endangering the safety of the depositor and may direct the bank’s
directors to increase the capital accounts inan amount sufficient to cover
substandard assets. (§ 3.202 ch 129 SLA 15)51;am § 11 ch 230 SLA 1908;
am 88 6, 7 ch 63 SLA 1969; am § 21 ch 169 SLA 1978)

Efftact of age_ndmant — The 197|8
amendment substituted *'paid:j ital"
for “%OBaid-up capital,” %6}0689 for
"$100000,” “paic-in surplus” for “a
aid-up surplus,” and “of paid-in capital”
or “of paid-up capital™ in subsection (a),
added the language beginning ‘and it is
unlawful’* to the end of subsection (a),
deleted former subsection (b), designated

former subsections (c) and (d) as present
subsections (b) and (c), rewrote the second
Bentence of present subsection (h), and
substituted “Federal Deposit Insurance
Corporation™ for "FDIC"" In subsection (c),

Editor* Note. — Section 55, ch. 169,
SLA 1978, contains a severability clause

CJ.S. reference. —9CJ.S. Hanks :.,.a
Hanking § 58.

See. 06.05.3rt7. Ciipitul notes or debentures, (a) A bank organized
under the laws of this state may, with the approval of stockholders
owning two-thirds of the stock of the bank entitled to vote or without
this approval if authorized by its articles of incorporation, issue
convertible or nonconvertible capital notes or debentures with the
written consent of the department. The principal amount of notes and
debentures outstanding at any time may not exceed 33'/3 per cent of
the capital stock and surplus fund of the bank at the date of issue. The
rate and term are subject to the approval of the department but in no
event may the term he more than 20 years after the date of issue.

(b) No bank may retire capital notes or debentures if the retirement
creates an impairment of its capital. Capital notes and debentures are
subordinated inright of payment in the eventof insolvency or liquidation
of the bank to the prioi payment of all deposits and all claims of other
creditors except the holders of securities on a parity with the capital
notes and debentures and the holders of securities expressly
subordinated to the capital notes and debentures.

%:) Bank assets may not be pledged to secure capital notes and
debentures but the bank may, for the security and the protection of the
holders of the capital notes and debentures, agree through ita board of
directors to restrict the payment of dividends.

(d) The amount of outstanding notes and debentures not maturing
within one year shall be added to the capital surplus account, an
undivided profits of the iss ing bank for the purpose of determining the
maximum omount that may be loaned by the bank as provided in § 205
of this chapter.



© 0o —J o o1 B W PO

PO PO PO PO PO PO PO PO PO N —m PP P PP =) -
O OO —J O U1 &~ WO N b O o 00 N o O &=~ 0o D P/ O

principal place of business in the state so that their capital can be
increased. The legislature intends to achieve this purpose by authorizing
the Alaska Industrial Development and Export Authority to invest in inter-
est-hearing subordinated debentures of these financial institutions which
shall be repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (a)  The economic stabi-
lization program is established in the Alaska Industrial Development and
Export Authority. Under this program the authority is authorized to use
money in the Alaska Industrial Development and Exporc Authority revolving
fund (AS 44,88.060) for investments in“hbordinated/debentures issued by a,

htricling -comp&njrvwi'‘th e

(1) a charter issued by the state;

(2) its principal office located in the state; and

(3)  assets that totaled on December 31, 1987, less than
$150,000,000 when combined with assets of all its affiliates.

(b) The Alaska Industrial Development and Export AuthoVity may only

invest in debentures under this section that \ v

(1) pay interest quarterly or more often; U

(2) Chear int’@est at a rate that is at least 50 basis points
above the average”costof a boncT'of similar maturity*issued by a municipal-
ity at th<i time the--debenture is issued, asdetermined by the authority;

(3) are due for repaymenta'@’years after the date of issue, Dut
may be repaid sooner at the discretion of theissuer; and

(4) are secured by the full faith and credit of the issuing

Jsn

institution™ A A Vow

(c) The amount of debentures that may be purchased by the Alaska
Industrial Developmentand Export Authority under this section from an
institution may not exceed the amount of thatinstitution's capital, sur-
plus, and undivided profits on December 31, 1985, ~as <ertified by the

SB 502 -2- $B0502a" A A
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principal place of business in the state so that their capital can be
increased. The legislature intends to achieve this purpose by authorizing
the Alaska Industrial Development and Export Authority to invest in inter-
est-hearing subordinated debentures of these financial institutions which
shall be repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (a)  The economic stabi-
lization program is established in the Alaska Industrial Development and
Export Authority, linder this progrrm the authority is authorized to use
money in the Alaska Industrial Developnent and Export Authority revolving

fund (AS 44,88.060) for investments |n/subordmated/debentures Issued byia
r

AW*

b{m~.<Mavtng”"b'AO0k,vt5't>bank'-hVITUflg comp&njr"wnh

(1) a charter issued by tho state;

(2) its principal office located in the state; and f;

(3)  assets that totaled on December 31, 1987, less than
$150,000,000 when combined with assets of all its affiliates.

(b) The Alaska Industrial Development and Export Authority ma* only
invest in debentures under this section that \ -

(1) pay interest quarterly or more ofter;

(2)0 fiea™nMerest at a rate that is at least 50 basis points
above the average”cost of a bond of similar maturity, isrued by a municipal-
ity iit tjie’ time th® debenture is issued, as determined by the authority;

" (3) are due for repayment = years after the date of issue, but
may be repaid sooner at the discretion of the issuer; and

(4) are secured by the full faith and credit of  the issuing
institution;

(c) The amount of debentures that may be purchased by the Alaska
Industrial Development and Export Authority under this section from an
institution may not exceed the amount of that institution's capital, sur*
plus, and undivided profits on December 31, 1985 as certified by the

58 502 * UV &S&A***H
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director of banking, securities and corporations. The combined amount that
may be purchased from a holding company and its subsidiary bank may not
exceed the amount of capital, surplus, and undivided profits of the sub-
sidiary bank on December 31, 1985, as certified by the director of banking,
securities and corporations.

(d) Notwithstanding AS 06.05.307(a), debentures purchased by the
Alaska Industrial Development and Export Authority under this section may
be issued without regard to the principal amount of the notes and deben-
tures of the institution that are outstanding on the date of issuance. The
authority may only purchase debentures under this section after the direc-
tor of banking, securities and corporations certifies that the issuance of
the debentures otherwise complies with AS 06.05.307 and that the purchase
meets the requirements of this section.

(e) The Alaska Industrial Development and Export Authority may pur-
chase debentures under this section only from an institution that agrees to
invest at least 15 percent of the purchase price in areas of the state
outside of metropolitan areas within three vyears after receipt of the
purchase price. The authority shall by regulation define "metropolitan
areas" for purposes of this subsection.

* Sec. 3. This Act is repealed July 1, 1990.
* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

SB0502a -3- SB 502



Number 334

Willis Kirkpatrick, Director, Division of Banking and
Securities, Department of Commerce & Economic Development,
came forward to testify and answer questions. Mr.
Kirkpartrick stated that he had observations that he would
like to make. It is the responsibility of the Division of
Banking to do what it can to provide and safe and sound
financial 1institution system 1in the State of Alaska. He
stated that he 1is 1in a position where 1in some 1instances
that he has asked certain financial institutions to
increase their capital account primarily due to erosion of
the capital accounts. In that scenario he finds himself in
the position where it is necessary for them to raise
capital. In the determination to which capital is
available there 1is a determination both by the Legislature
and the state to make some assumptions where that capital
should come from. As a regulator of financial institutions
that has some institutions 1in need of capital he is not
opposed to this bill. There are certain things that they
may wish to consider in this and some of them are if a
financial institution in the State of Alaska and especially
a state chartered financial institution if it is serving a
clientle maybe they”ehould be also considered in this type
of legislation. If any financial institution fails whether
it is a credit union, savings or loan, commercial bank, or
a mutual savings bank if they are serving a constituentcy

and they are having particular —=J _— n



constituents maybe they should also be considered 1in this
type of legislation, at least to some degree. It has been
_sugige&ted- that we have to spauethis®""legislation at the
department level and it is also suggested that if funds are
used to shore up the capital accounts of financial
institutions that possibly not only making it available to
other institutions, state chartered, but also at a rate
high enough that it would discourage those who are not
necessarily in need of capital assistance not to apply so
that it would increase the cost of funds. It has also been
suggested within the department that any funds dispersed or
issued to to financial institutions carry collateral other
than collateral for sto-k such as any facilities real
estate that the bank may own and 1its fixed assets as

additional collateral.

Senator Kelly asked if they can do that and it would still
count at capital. Mr. Kirkpatrick stated that we would
have to change that section of law that prohibits it. But
in considering this law that would be an amendment to this

bill.

Senator Kelly asked what would that amendment say. Mr.
Kirkpatrick responded that it would delete the prohibition
of not counting a pledge of assets to the bond as far as

using it for the capital account.



Senator Kelly asked what result would that have on the
ability of the banks to function. Mr. Kirkpatrick said
that it would be the question of whether or not the bank
would have enough capital then to function rather than not
having enough capital which would jeopardize the existence
of the financial institition. Senator Kelly stated that
in your judgment you think even 1if they were forced to

collateralize the bonds with assets they could still

function. It could be counted as capital and they could
still function. Mr. Kirkpatrick concurred. The only
hesitance | have Mr. Chairman is whether or not the

accounting profession would allow that to be counted as
capital. As far as the regulatory capital within the state
structure that provision would be deleted out so the state

would recognize it as capital.

Number 412

Senator Fahrenkamp stated that she was confused. If that
collateral area is changed by the amendment are we changing
what we are trying to do in this legislation. Mr.
Kirkpatrick responded that th”re 1is a provision of law that
states that banks assets, and this 1is under capital notes
and debentures under Title 6, may not be pledged to secure
capital notes and debentures but the bank may for security
and the protection of the holders of the capital notes and

debentures agree through 1its board of directors to restrict



the payment of dividends. What he 1is saying here 1is a
prohibition of allowing the pledging of assets for the
debentures. The repeal of this under the subtitle of

capital notes and debentures would allow it.

Senator Kelly asked 1if it 1is possible to restrict the
payment of dividends until this subordinated debenture is
paid off. Mr. Kirkpatrick responded yes, that is 1in the
system now. Senator Kelly asked if that 1is adequately
covered in the measure that is in front of the committee.
Mr. Kirkpatrick replied yes. Senator Kelly asked 1is it
quite clear that there will be no dividends issued until
such time as these are paid off. Mr. Kirkpatricks
responded that he didn"t believe that it is stated firmly
in this but 1in 1investing in this that certain expenses of
the financial institution would be under scrutiny to the
investor that this should be a consideration, this and

other types of expenses.

Number 442

Senator Kelly asked what do we have to do in this
legislation to make absolutely certain that the state comes
first in terms of coming before shareholders and paymer t of
dividends if the state invests capital in these
organizations. Mr. Kirkpatrick suggested that the state

provide a policy statement in this that would say that AIDA



would have to make sure that <certain guidelines are
setforth and that the state would vrecover their funds
before any other types of expenses would be considered and
that could range from limitations on increases of salaries,
bonuses, expenses, dividends. The general type of expenses
that aren"t needed for the operation of a financial
instittuion but are generally recognized as rewards for
successful operation of a financial institution. IT there
is a statement in the legislation that that was the intent
of the legislation then it would be quite clear upon
regulations to spell out which one of those factors have to
be considered before those expenses could be paid out 1i.e.

dividends.

Number 460

Senator Fahrenkamp noted that one of the Tfirst things Mr.
Kirkpatrick mentioned was the prevention of banks taking
money when they don"t need it. She stated that she
understood that only two banks that weren"t in serious
trouble. Do you really think that ve need to amend this to
correct two banks. Hr. Kirkpatrick replied that they have
some financial 1institutions that they have on their "watch
list."” In other words, they have certain conditions 1in
their financial statement that gives them some concern.
They also have several financial institutions that are not

on the "watch list." They have more than three on their



"watch list" but they have more that are not. What he is
trying to say that there are financial institutions out

there that would not want or need the use of this law.

Senator Fahrenkamp asked 1if that means that we would be
undoing what we are trying to do by adding a higher

interest rate to debenture bonds.
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A BILL
For an Act entitled: "An Act relating to the economic stabilization pro—
gram; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that

(1) financial institutions that are chartered in the state and

U have a principal place of business 1In the state provide a substantial
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portion of Jitr housing and small business loans in the state and are an

important source of financing for the state®s small businesses;

(2) these financial institutions have, in the last two years,
lost .some portion of their capital due to/lcircumstances not of their mak-
ine* -£

(3) 1 these financial institutions are having problems adequately
serving the communities in which they maintain branches and fulfill their
historic role of providing an alternative source of Tfinancing in the
state"s marketplace;

(A) the state can invest money in these financial institutions,
thereby reducing the risk of future problems in the real estate market;

(5) these financial institutions will be able to increase their
lending by a factor of at least 10 times the amount of money received by
them from the state investments.

(b) The purpose of the Ilegislature in establishing the economic
stabilization program is to provide a source of money that can be invested
in financial institutions that are chartered in the state and have a prin—

cipal place of bDbusiness in the state so that their capital can be

1- CSSB 502(L&C)
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increased. The legislature intends to achieve this purpose by authorizing
the Alaska Industrial Development and Export Authorityvto invest in inter-
est-bearing”jjrorditate” debentures of these financial institutions which
shall be repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (@ The economic stabi—
lization program 1is established in the Alaska Industrial Development and
Export Authority. Under this program the authority is authorized to use up
to $15,000,000 from the Alaska Industrial Development and Export Authority
(r2o”™r~1 t”~gx T i1 for investments in debentures 1issued by a
financial institution with

(1) a charter 1issued by the state;
(2) its principal office located iIn the state; and
(©)) assets that totaled on December 31, 1987, less than
$150,000,000 when combined with assets of all its affiliates.
(b) i1he Alaska Industrial Development and Export Authority may not

pay any processing or other fee in connection with an investment under this

) ) ) ) > | ) ric TV |~ =m-Dj
section and may only invest iIn debentures that 1 £V
> |- i j <

(1) pay interest quarterly or more often;
) /T UV ota *A )
(2) bear interest at/oone and one-half percent above the prime

rate debgnt-pre jLs-rtss"ubdt as de\termined by the authority; V
| 1 . m
(3 are due for repayment 10 years after the date of issue, but
may be repaid sooner at the discretion of the issuer; 7Vi,, ,<X
4cL

(49 are secured by the full faith and credit of the 1issuing
institution; and <f~»
(" create rights of payment Suptfior to rights of stockholders
of the finkacaal institution,®as deterrningd b'y'the authority.
(c) The amount of debentures that may be purchased by the Alaska

Industrial Development and Export Authority under this section from an

'‘Drexh*In Of / L' M&MIJ'.Qistts) . Cj
JsJ * fM ktovdy
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institution may not exceed the amount of that institution®s capital, sur—
plus, and undivided profits on December 31, 1985, as certified by the
director of banking, securities and corporations. The combined amount that
may be purchased from a holding company and its subsidiary bank may not
exceed the amount of capital, surplus, and undivided profits of the sub—
sidiary bank on December 31, 1985, as certified by the director of banking,
securities and corporations.

(D Notwithstanding AS 06.05.307(a), debentures purchased by the
Alaska Industrial Development and Export Authority under this section may
be 1i1ssued without regard to the principal amount of the notes and deben—
tures of the institution that are outstanding on the date of issuance. The
authority may only purchase debentures under this section after the direc—
tor of banking, securities and corporations certifies that the issuance of
the debentures otherwise complies with AS 06.05.307 and that the purchase
meets the requirements of this section.

(e) The Alaska Industrial Development and Export Authority may pur—
chase debentures under this section only from an institution that agrees to
invest at least 15 percent of the purchase price in areas of the state
outside of metropolitan areas within three years after receipt of the
purchase price. The authority shall Dby regulation define "metropolitan
areas" for purposes of this subsection.

* Sec. 3. This Act is repealed July 1, 1990.
* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

-3 - CSSB 502(L&C)
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Original sponsor: Finance Committee

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 502 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the economic stabilization pro—
gram; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that

(1) financial institutions that are chartered in the state and
have a principal place of business 1iIn the state provide a substantial
portion of consumer, housing, and small business loans in the state and are
an important source of financing for the state"s small businesses;

(2) these financial institutions have, in the last two years,
lost some portion of their capital due to circumstances not of their mak—
ing;

(3) these financial institutions are having problems adequately
serving the communities 1in which they maintain branches and fulfill their
historic role of providing an alternative source of financing 1in the
state"s marketplace;

(A) the state can invest money in these financial institutions,
thereby reducing the risk of future problems in the real estate market;

) these financial institutions will be able to increase
lending by a factor of at least 10 times the amount of money received by
them from the state investments.

(b) The purpose of the legislature 1iIn establishing the economi
stabilization program is to provide a source of money that can be invested
in financial institutions that are chartered in the state and have a prin—
cipal place of business iIn the state so that their capital can be 1in-

-1- CSSB 502(L&C)
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creased. The legislature intends to achieve this purpose by authorizing
the Alaska Industrial Development and Export Authority to invest in inter—
est-bearing debentures of these financial institutions which shall be
repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (&) The economic stabi—
lization program is established in the Alaskalndustrial Development and
Export Authority. Under this program the authority 1is authorized to use up
to $15,000,000 from the Alaska Industrial Development and Export Authority
revolving fund (AS 44.88.060) for 1investments 1in debentures 1issued by a
financial institution with

(1) a charter issued by the state;

(2) its principal office located in the state; and

) assets that totaled on December 31, 1987, less than
$150,000,000 when combined with assets of all its affiliates.

(b) The Alaska Industrial Development and Export Authority may not
make an investment under this section until

(1) at least one public hearing has been heldon the proposed
investment; and

(2Dthe authority and the director of banking, securities and
corporations make a written finding that the proposed investment is 1iIn the
public 1interest.

(c) The Alaska Industrial Development and Export Authority may not
pay any processing or other fee In connection with an investment under this
section and may only invest iIn debentures that

(1) pay interest quarterly or moie often;

(@) bear interest at one andone-half percent above the prime
rate at the time the debenture iIs issued, as determined by theauthority;

(3) are due for repayment 10 years after the date of issue, but
may be repaid soonerat the discretion of the issuer;

CSSB 502 (L&C) -2-
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(A) are secured by the full faith and credit of the 1ssuing
institution; and
(5) create rights of payment superior to rights of stockholders
of the financial institution, as determined by the authority.
(d The amount of debentures that may be purchased by the Alaska
Industrial Development and Export Authority under this section from an
institution may not exceed the amount of that institution®s capital, sur-

plus, and undivided profits on December 31, 1985, as certified by the

© 0 N o o A W N e

director of banking, securities and corporations. The combined amount that

=
o

may be purchased from a holding company and its subsidiary bank may not

=

exceed the amount of capital, surplus, and undivided profits of the sub—
12 sidiary bank on December 31, 1985, as certified by the director of banking,
13 securities and corporations.

14 (e) Notwithstanding AS 06.05.307(a), debentures purchased by
15 jAlaska Industrial Development and Export Authority under this section may
161 he 1issued without regard to the principal amount of the notes and deben-
17 ytures of the institution that are outstanding on the date of issuance. The
18 lauthority may only purchase debentures under this section after the direc-
BT tor of banking, securities and corporations certifies that the issuance of
20 the debentures otherwise complies with AS 06.05.307 and that the purchase
2l meets the requirements of this section.

224 () The Alaska Industrial Development and Export Authority may pur—
23 chase debentures under this section only from an institution that agrees to
4 jnvest at least 15 percent of the purchase price in areas of the state
2 outside of metropolitan areas within three vyears after receipt of the
%6 purchase price. The authority shall by regulation define "metropolitan
27 areas™ for purposes of this subsection.

28 * Sec. 3. This Act is repealed July 1, 1990.

29 * Sec. A. This Act takes effect immediately under AS 01.10.070(c).

-3- CSSB 502 (L&C)
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creased. The legislature intends to achieve this purpose by authorizing
the Alaska Industrial Development and Export Authority to invest in inter-
est-bearing debentures of these Tfinancial institutions which shall be
repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (@ The economic stabi-
lization program 1is established in the Alaska Industrial Development and
Export Authority. Under this program the authority is authorized to use up
to $15,000,000 from the Alaska Industrial Development and Export Authority
revolving fund (AS 44.88.060) for 1investments in debentures 1issued by a
financial institution with

(1) a charter issued by the state;

(2) i1ts principal office located in the state; and

(©)) assets that totaled on December 31, 1987, less than
$150,000,000 when combined with assets of all its affiliates.

(b) The Alaska Industrial Development and Export Authority may not
make an investment under this section until

(1) at least one public hearing has been held on the proposed
investment; and

(2) the authority and the director of banking, securitvEs£a)id
corporations make a written finding that the proposed investment is iIn the
public interest.

(© The Alaska Industrial Development and Export Authority
pay any processing or other fee iIn connection with an investment under this
section and may only invest in debentures that

(1) pay interest quarterly or more often;

(2) Dbear interest at one and one-half percent above the prime
rate at the time the debenture 1is issued, as determined by the authority;

(3) arc due for repayment 10 years after the date of issue, but
may be repaid sooner at the discretion of the issuer;

CSSB 502 (L&C) -2-

may



o ~ (%)

(2]

10

13
14
15
16
1
18
19
20
21
22
23
24
25
26
21
28
29

WQBK DRAFT WORK DRAFT WORK DRAFT

5-2095B1/

Cook
Q A/19/88

Original sponsor: Finance Committee

BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 502 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the economic stabilization pro—
gram; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS AND PURPOSE. (a) The legislature finds that

(1) financial institutions that are chartered in the state and
have a principal place of business in the state provide a substantial
portion of consumer, housing, and small business loans in the state and are
an 1mportant source of financing for the state®"s small businesses;

(2) these financial 1institutions have, 1in the last two years,
lost some portion of their capital due to. circumstances not of their mak—
ing;

(3) these financial institutions are having problems adequately
serving the communities 1in which they maintain branches and fulfill their
historic role of providing an alternative source of financing in the
state"s marketplace;

(A) the state can invest money in these financial iInstitutions,
thereby reducing the risk of future problems in the real estate market;

) these financial institutions will be able to increas
lending by a factor of at least 19 times the amount of money received by

them from the state Investments.

(b) The purpose of the legislature in establishing the econon

stabilization program is to provide a source of money that can be invested
in financial 1institutions that are chartered in the state and have a prin—
cipal place of business iIn the state so that their capital can be in-

-1- CSSB 502(L&C)
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creased. The [legislature intends to achieve this purpose by authorizing
the Alaska Industrial Development and Export Authority to invest iIn inter—
est-bearing debentures of these financial institutions which shall be
repaid or redeemed at maturity.

* Sec. 2. ECONOMIC STABILIZATION PROGRAM. (@ The economic stabi—
lization program is established in the Alaska Industrial Development and
Export Authority. Under this program the authority is authorized to use up
to $15,000,000 from the Alaska Industrial Development and Export Authority
revolving fund (AS 44.88.060)- for 1investments 1in debentures 1issued by a
financial institution with

(1) a charter issued by the state;

(2) its principal office located in the state; and

(©)) assets that totaled on December 31, 1987, less than
$150,000,000 when combined with assets of all its affiliates.

(b) The Alaska Industrial Development and Export Authority may not
make an iInvestment under this section until

QO public hearing has been held on the proposed
investment; and

(2) the authority and the director of banking, securities and
corporations make a written finding that the proposed investment 1i.; in the
public interest.

(c) The Alaska Industrial Development and Export Authority may not
pay any processing or other fee in connection with an investment under this
section and may only 1invest in debentures that

(1) pay interest quarterly or more often;
Hei ty.d, =111~
(2) Dbear interest at" one and one-half percent above the prime

rate gt the time the debentur% Is issued, as determined by the authority;

f
(3) are due for repayment 10 years after the date of issue, but
may be repaid sooner at the discretion of the issuer;

CSSB 502 (UC) or m -2-
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(4) are secured by the full faith and credit of the 1ssuing
institution; and

(5) create rights of payment superior to rights of stockholders
of the financial institution, as determined by the authority.

(d The amount of debentures that may be purchased by the Alaska
Industrial Development and Export Authority under this section from an
institution may not exceed the amount of that institution®s capital, sur—
plus, and undivided profits on December 31, 1985, as certified by the
director of banking, securities and corporations. Tne combined amount that
may be purchased from a holding company and its subsidiary bank may not
exceed the amount of capital, surplus, and undivided profits of the sub—
sidiary bank on December 31, 1985, as certified by the director of banking,
securities and corporations.

(e Notwithstanding AS 06.05.307(a), debentures purchased by the
Alaska Industrial Development and Export Authority under this section may
be 1issued without regard to the principal amount of the notes and deben—
tures of the institution that are outstanding on the date of issuance. The
authority may only purchase debentures under this section after the direc—
tor of banking, securities and corporations certifies that the issuance of
the debentures otherwise complies with AS 06.05.307 and that the purchase
meets the requirements of this section.

() The Alaska Industrial Development and Export Authority may pur—
chase debentures under this section only from an institution that agrees to
invest at least 15 percent of the purchase price in areas of the state
outside of metropolitan areas within three years after receipt of the
purchase price. The authority shall Dby regulation define "metropolitan
areas" for purposes of this subsection.

* Sec. 3. This Act 1s repealed July 1, 1990.

* Sec. A. This Act takes effect immediately under AS 01.10.070(c).
-3- CSSB 502 (L&C)
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April 18, 1988

Senator Tim Kelly
P.0. Box V
Juneau, AK 99311

Dear Senator Kelly:

I am writing to voice my opposition to Senate Bill 502, known popularly as
the "Small Bank Bailout.” It"s my opinion, and | expect the opinion of most
of FedAlaska®s 34,000 members, that legislation of thi. sort will benefit a
very limited number of individuals at the expense of everyone else.

First, it seems inconceivable to me that the state would consider a bailout
of only a portion of an industry. There are nearly 40 financial

institutions in Alaska and all of them have suffered from the downturn in
our economy. Those who were especially greedy during the good times made
loans thatwere imprudent by anybody®s standards. Mow they come to the

state withtheir hands out looking for a subsidy. I'm sure the stockholders
and employees of First Interstate, Alaska National Bank of the North,
Peninsula Savings and the other failed institutions are going to feel just a
little regret that no one came to their rescue.

And what of those of us who suffered yet made tough decisions and have
survived? Quite frankly, I didn"t lay off friends and associates of many
years and spend countlesssleepless nights just to be in competition with a
state supported bank. It"s bad enough watching the federally propped up
Alliance Bank®s million dollar ad campaign on television.

FedAlaska will celebrate it"s 40th Anniversary this November. Our nine
branches in Juneau, Fairbanks, Kodiak and Anchorage surv.;ed this recent
unpleasantness and will he here another 40 years.

Do us a favor, Senator Kelly, and oppose this legislation. Your opposition
may create a handful of losers, but thousands of Alaskan consumers will
benefit.

Sincerely,

Roger Aldrich
President

cc: Commissioner Tony Smith
Governor Steve Cowper
Senator Rick Halford

Representative Sam Cotten
Representative Randy Phillips

P.O. Box 107505 Anchorage. Alaska 99510-7061 (907) 276-1011
ANCHORAGE <« KODIAK e« FAIRBANKS < JUNEAU
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SUITE 650, 4000 CREDIT UNION DRIVE
ANCHORAGE, ALASKA 99503-6647
(907) 662-1255

April 19, 1988 APR 19 1988

The Honorable Tim Kelly
PO Box V
Juneau, Alaska 99811

Dear Senator Kelly:

Thank you for the opportunity to testify on SB 502. 1regret the teleconference
at the Anchorage end was very sporatic and we did not get a clear understanding
of the committee®s intent. However, lwould like to reiterate the credit unions”
position on this issuie. We oppose SB 502, not because we were excluded from the
legislation, but because we strongly feel it isbad public policy for the state

to artificially-and selectively "bail-out” private enterprises.

Credit unions do not wish to be included in this legislation and we will make every
effort to oppose its adoption.

Thank you again for your consideration of our views.

NBU/tc

cci Senate Labor & Commerce
Senate Finance
Commissioner Tony Smith

«

AFFILIATED WITH CREDIT UNION NATIONAL ASSOCIATION «



Denali Federal Credit Union

April 15, 1987

Senator Tim Kelly

Alaska State Legislature
P.O. Box V (MS 3100)
Juneau, AK 99811

RE: Senate Bill to provide state financial assistance
for state-chartered banks

Dear Senator Kelly,

I would like to express strong opposition to a new Senate bill,
introduced by the Finance Committee, that would provide state
financial assistance for state-chartered banks. We all know the
economy is weak and many companies and industries are taking a real
beating right now, including the average homeowner. In light of
this, it would be wrong for state government to invest in, and
support in effect, one select group of financial institutions so as
to be better able to compete against the other financial
institutions that have not asked for assistance.

Alaska has too many financial institutions for the size of the
market as it is. Why disrupt normal competition in the market
place by investing in one select group. All the financial
institutions, including us, chose to make the lending decisions
that we did. We will live with the consequences; should the
others not do the same?

If the state is going to invest or bail out private industry, how
should it be done? To be really fair tht state would need to

invest in or bail out the construction industry, the oil support
companies, merchants, and let us not forget the average home-

owner who has really had it tough. The state of course can not

bail out every one so why start giving financial assistance to

one special interest group.

If the legislature is going to seriously consider this bill, 1 ask
that you please give it full and public hearings. Almost 70 percent
of all Alaskans belong to a credit union and we would like to hear

how the legislature proposes to invest our state money in one select
group of banks when we are sitting with negative equity in our
homes, failing businesses and struggling to keep our credit union
competitive and financially strong. We have over 17,000 members in
Alaska with branches in Fairbanks and Anchorage. We have served
our member's financial needs for many years and plan to continue
doing so in the future the Alaskan way; on our own, without state
assistance.

PO Box 99008 Androrage Alaska 99500 (907) 561%2044  «  Pouch 800 Fairberks. Alaska 99701 (9071456-6658
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April 14, 1988

The Honorable Tim Kelly
State Capitol

Mail Stop 3100, Room 101
P.0. Box V

Juneau, AK 99811

Dear Senator Kelly:

I am writing to you to express my opposition to SB 502, a
bill we in the Credit Union business in a not so fond manner
refer to as the "bank bailout bill."

As the President of Frontier Alaska State Credit Union, and
the Chairman of the Alaska Credit Union League®s Governmental
Affairs Committee, I am extremely distressed that the
legislature would contemplate an infusion of state money in
the form of subordinated debentures 1into state chartered
banks. I feel strongly that the action | just described is a
poor public policy and gives the general public the
impression that the state 1is willing to randomly "bail out”
selective businesses during the economic downturn.

A "bailout”™ of this nature puts the financial institutions
that have good management and sound lending policies at a
competitive disadvantage. Those institutions have also
suffered losses because of the economy, however; those
institutions have survived without government assistance

because they have taken steps necessary, i.e., reducing
staff, wage freezes, and branch closings necessary to
maintain profitability and an adequate capital base. A state

infusion of cash into ailing banks will allow those banks to
continue their operations as they always have without making
any of the changes necessary to survive during these
depressed economic times.



SB 502
April 14, 1988
Page 2

All Alaskan financial institutions are facing a challenge at

this tinme. However, I feel strongly that the legislature
should allow the market to settle and adjust without govern—
mental interference. The financial 1institutions that make

the hard decisions and are well managed will survive and

prosper.

Admittedly, the end result may be fewer financial

institutions, however the surviving institutions will be
stronger and more efficient, which will result 1in reduced
costs and better service to the consumers who utilize those
institutions.

Again, 1 strongly urge you to oppose the passage of SB 502.
IT you would [like to discuss this 1issue or desire any
additional information, please feel free to contact me at the
Credit Union®s main office.

Thank you for your time and attention.

Sincerely,

President

LE:am



TESTIMONY OF NANCY USERA, PRESIDENT
ALASKA CREDIT UNION LEAGUE
SL&C 4/18/88, SR 502

Nancy Usera, President, Alaska Credit Union League,

testified via teleconference in opposition to SB 502.

The Alaska Credit Union League represents all state credit
unions. There are two state chartered credit unions, 15
federally chartered. Their asset sizes range from half a
million dollars to eight hundred and fifty million dollars.
There are approximately 250,000 resident of Alaska who
belong to credit unions, which are member owned and

operated financial cooperatives.

The credit union movement 1in Alaska 1is opposed to this
legislation. They are philosophically opposed to it from
the standpoint that they don"t believe that the state
should be in the business of bailing out private
enterprise. But specifically, they don"t think that the
state should selectively chose one type of enterprise over
another. Its like blessing one child and condemning tho
other to an uncertain future. Contrary to the language of
the bill they don"t think that this proposal promotes fair
competition but rather gives an advantage to those
institutions that will be able to receive capital through
this program. It*s sort of the Burger King vs McDonalds
analogy. How do you say, here aro two competing

institutions and the state chooses to help Burger King and
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let McDonalds go it on their own through good management

and the tough things that have to be done.

Recently they have had a lot of articles in the Anchorage
papers and on television about some of the trials and
tribulations that credit unions have gone through and 1its
true that a fair portion, less than half, of the credit
unions this year lost money for year end 1987. Because
they are having the same affect and have to make the same
decisions on their day to day basis, they are fighting the
economy like the banks are. They have real estate losses
and have to cut back staff, lower operating costs, and ate
doing all the tough things that have to be done to get
through this tough time. They don®"t think that it 1is
something that was unforeseen. As early as 1985 there were
indicators that the real estate market would was turning.
All the financial institutions were in the same position,
tney had to do the hard things that were going to be
necessary to be able to survive in a down turned economy.
Right now there are some 40 financial institutions in the
State of Alaska, or 1 per 10,000 residents. Obviously
there 1is an over saturation of the market. While they
certainly don’t want to see any of these financial
institutions fail it does come down somewhat to a question
of survival of the fittest. Those 1institutions that get
mean and lean and can compete and provide a viable good

service to the consumers are going to survive and those

2-



that won"t make those tough decisions aren"t going to make
it. They don"t think that the state should be in the
business of deciding who will and who will not. As a
matter of fact the program of artificially propping up one
institution over another will create debts. We may still
have 40 financial institutions but they will be 40 weakened
institutions instead of perhaps 35 strong ones. They don"t
know that all of the credit unions are going to make it
through these. They don®t know,they think that the hard
decisions are going to be madebut they understand that
this 1is part of doing business and its part of taking the
risks in private enterprise. Credit unions for the most
part are directly competing with the smaller state
chartered banks for the same deposits and for the same
lending dollar. The credit unions, probably a good half of
them, are 1in a position that they do make small business
loans, to owner/operators, to individuals who have
businesses that they need to keep going on a day to day
basis. The difficult part is finding good loans. One of
the reasons that everyone 1is in a tough position right now
is when they made those loans they sure looked good but the
market turned around on them. We are all in the same
position. Credit unions have a lot of liquidity, they are
ready, willing and able to make Jloans for worthwhile
purposes to the residents of the State of Alaska. They
don*t want to come across opposing this legislation as

"sour grapes.” You know, gosh 1its not fair that they



should help them and not us. But rather they think that
financial institutions should be allowed to succeed or fail

based on their viability in the market place.

End of Testimony.
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A PLAN TO MAINTAIN A STATE BANKING SYSTEM

and Provide economic stability

FOR ALASKA

An Overview

Historically, Alaskan owned and operated
financial institutions have provided a
substantial number of housing and business loans
and have been an important source of financing
for Alaska®s small businesses. However, over the
past few years, these institutions have
experienced a major erosion of capital due, in
large part, to circumstances outside their
control.

As a result, these institutions can no longer
fulfill their traditional role to provide an
alternative source of financing in the state’s
marketplace. The failure of other financial
institutions has disenfranchised many borrowers
leaving them at the mercy of the FDIC, and unable
to obtain 1innovative financing to survive in this
economic downturn.

This proposal calls for an investment by the
state co bolster the capital of state chartered

banks.
* No cash would be required from the state.

* The state would receive a substantial cash
profit over the life of the program.

* Alaskan financial 1institutions will be able to
multiply the state investment at least ten
times injecting that amount of actual cash into
the Alaskan economy.

* The state®"s interest is safeguarded.

The result from the program will be one of

stabilizing a shaky economy while protecting and
preserving Alaskan businesses, jobs and the dual
banking system Alaska has enjoyed for many years.



BANKING IN ALASKA: THE CURRENT STATUS

Historically, the state of Alaska has benefitted from two
distinct banking systems;

(1) National Banks supervised by the Controller of the
Currency and which are outside state supervision or
regulation; and

(2) State chartered banks administered by the Alaska
Department of Commerce, Division of Banking, which are
fully responsive to state needs and regulations.

The banking industry has suffered a tremendous negative
impact iIn just over a year®"s time. Five banks have failed.
Three were closed, and two were merged into a new FDIC
controlled bank. The merger consolidated United Bank Alaska and
Alaska Mutual Bank into the new Alliance Bank. Two savings and
loans and two credit unions also failea.

As a result of these events and the severe downturn in
the economy, the majority of banking within Alaska is now
controlled by two huge national banks and three banks which are
fully controlled by outside interestsl

National Banks
National Bank of Alaska
First National Bank of Alaska

Banks Controlled by Outside Interests

Ranier Bank Alaska

Controlled by Ranier Bank-Seattle and Security Pacific
Bank of Los Angeles

Key Bank of Alaska
Controlled by interests in Albany, New York

Alliance Bank
Controlled by the FDIC and by private interests centered
in Monaco.

The remaining state banks are locally controlled.
They are:

Alaska Continental Bank Anchorage

Alaska Statebank Anchorage
Home Savings Bank Anchorage
Denali State Bank Fairbanks.
B.M. Behrends Bank Juneau

First Bank in Ketchikan Ketchikan

The only independent state institutions surviving in
Anchorage are Alaska Continental Bank, Alaska Statebank and Home
Savings Bank, all specializing in small business and home loans.



1987 was a disastrous year for all but two banks which
are headquartered in Anchorage. Statistics from the Department
of Commerce, Division of Banking and Securities illustrate the
severe impact upon banks. (These figures do not include the
assets controlled by the FDIC.)

12/31/86 to 12/31/87 CALL REPORT
Cash dropped $ 58.0 million
Loans dropped $704.9 mill"on
Deposits dropped
Individual $ 51.0 million
Government $ 4.7 million
State of Alaska $307.0 million
Checking accounts down $ 97.0 million
Savings accounts down $202.0 million
The net worth of all banks dropped to 3482.7 million even
with the injection of $360 million from the FDIC to assist the
UBA-AMB merger 1into Alliance Bank. Without that assistance,

total bank capital would have been reduced to $122.7 million!

Other Real Estate Owned (OREQO), not counting FDIC's,
increased to $129,108,000.

Total Past Due Loans - not counting FDIC.

38-89 days past due $126.0 million
Over 90 days and accruing $ 36.4 million
Non-accruing $305.4 million
TOTAL non-performing loans $467.8 million
OREO in bank portfolios $129.1 million
GRAND TOTAL $596.9 mill ion

Total non-performing asset- were 11.9 percent of all bank
assets.

The impact of bank failures and reduced capital has been
keenly felt by business owners statewide who ar? struggling to
preserve their businesses and the jobs they create despite a
severe economic downturn. The closure of several banks has left
these entrepreneurs disenfranchised and their loans under the
management of FDIC.



Without management by an Alaskan controlled bank attuned
to the unique characteristics of the Alaskan economy, those
disenfranchised can no longer obtain extensions, modifications
or renewals of their loans, much less the ability to borrow new
capital for continuation of their businesses.

One of our larger national banks continues to try and
help those large disenfranchised borrowers while the other
national bank has been forcefully reducing its loan portfolio
and is not making new loans.

Alliance Bank, assisted by the FDIC, 1is now controlled by
outside interests. With it"s current problems, it is not able
to respond to the needs of those borrowers. The other national
bank and the other state banks which are all controlled from
outside have turned "conservative"™ making few, if any, loans to
new borrowers.

As a result, only three banks previously mentioned,
Alaska Continental Bank, Alaska Statebank and Home Savings Bank
remain as the small, locally-owned institutions which are trying
hard to both survive the economic recession and service new
borrowing needs.

Alaska Continental Bank®"s Role

Alaska Continental Bank has a unique nitch in the
community. When it opened in 1982, ACB"s stated purpose was to
be the bank for small businesses needing less than $500,000 on a
term basis with the support or the Small Business Administration
Guaranty Loan program. ACB 1is now the leading lender in urban
ana rural Alaska in providing SBA term loans for the purchase,
acquisition or refinancing of business assets.

ACB specializes in providing federally insured SBA loans
having developed over $40 million of this type of financing
statewide representing over 930 commercial business loans. ACB
is the 27th leading lender in the entire nation in provioing
this type of financing. ACB continues to be the only bank
advertising for small business loans statewide.

The majority of loans provided are for working capital
and have been maae for business development 1in locations which
include Anchorage, Bethel, Homer, Wasilla, Palmer, Soldotna,
Juneau, Kodiak, Cantwell, Houston, Whittier, Fairbanks, Seward,
Kenai, Talkeetna, Skwentna, Eagle River, the North Slope, Moose
Pass and Aleknagik.

Alaska Continental Bank made a commitment and fulfilled a
promise to Alaskans to help create new business and jobs for
Alaskans statewide.

In contrast to ACB"s focus on business, Home Savings Bank
is required by its state charter to make 60 percent of all its
loans for housing. It is the leading lenaer of home loans-in
the Matanuska-Susitna Borough and the greater Anchorage area,,



Compounding the Problem: Loss of Capital

AlIl but two banks 1in Anchorage have lost money 1in the
last two years. Borrowers who have become unable or unwilling
to pay their loans when due have impaired bank capital. State
and federal agencies have followed their established regulations
and have required those banks to write off non-performing loans
that now may be undercollateralized.

Those write-offs have further eroded capital reserves.
For example, three years ago a bank might have made a $100,000
loan backed by $130,000 in real estate. But, with the decline
in real estate values, today that real estate collateral may be
worth $65,000, and the borrower is having difficulty meeting the
payments. Even if the bank now reduces payments and interest
rates, it would still be required to write off at least $35,000
because of the drop in collateral values against capital.

As a bank®s capital is reduced physically or through
paper write-offs, the bank®s ability to expand and initiate new
deposits and investments is severely limited by regulation.

This relationship is at the heart of the current banking
crisis and a potential solution to allow Alaskan banks to play
an active and effective role in economic recovery.

Bank capital 1is like a three legged stool. In order to
be in compliance with banking regulations, a bank 1is allowea to
have $12 in deposits and $10 in loans for each $1 of capital.

As capital declines, so does the ability to generate deposits
and make loans. Without profits to support losses, deposits and
loans must be proportionately reduced to stay in compliance with
regulatory guidelines.

Just when there 1is a need for Alaskan banks to help
Alaskan businesses the most, the reduction in capital severely
limits the amount of money which can be injected into the
economy through loans. A bank is therefor unable to help
borrowers refinance, obtain new credit or assist in obtaining a
moratorium.

To provide this critically needed assistance, banks must
increase capital.

One traditional way of increasing capital would be
through additional sale of stock. ACB is in the process of
spending $75,000 to register with the State of Alaska ana the
Securities ana Exchange Commission to conduct a $7.5 million
stock offering. However, as a result of the depressed market,
all local bank stock 1is being offered at dramatically reduced
prices compared to one year ago. This reduces the potential of
a successful offering to raise the necessary capital for ACB or
any other state charterea bank.



ACB will need to sell at least $1.5-2 million of new
stock to just stay even. The alternatives for ACB, 1if stock is
not sold, are to either reduce bank size by approximately one
half or to sell out to an outside bank. The state will then
have lost control of another bank to outside interests. Those
same consequences loom for other state chartered banks which
face the same situation.

AN ALTERNATIVE AND SOLUTION

Increasing a bank®"s capital directly or indirectly will
allow expansion of loan activity necessary for business owners
to survive the current economic downturn.

To provide Alaskan chartered banks the ability to achieve
that goal and to insure the continuity of a dual banking system,
it has been suggested that the State of Alaska assist the state
chartered banks with some form of capital assistance through the
Alaska Industrial Development and Export Authority (AIDEA) or
the Alaska Housing Finance Corporation (AHFC).

AIDEA"s historical role is assisting the business
community has been one of success. The Alaska Industrial
Development and Export Authority was originally funaed with $166
million in loans from an emergency loan appropriation that Gov.
Jay Hammond made 1in 1980. At that time he perceived tremendous
need for emergency financing and saved the businesses of many

people.

Two years later a portion of those funds were
reappropriated to AIDEA which, through good management, had
increased its net worth to $519 million as of June 30, 1987 with
government and short term investments of over $420 million and
profits for 1987 of over $24 million. AIDEA has a net worth
greater than all off the banks in the state combined. It is
suggested that those loans still held unpledged by the
Department of Commerce and Economic Development be delegated as
a source of cash for payment of state notes to any bank if ever
demanded by the FDIC.

How the Program Would Work

An alternative to an unsure stock sale and the risk of
losing the few state controlled banks Alaska has is to grant the
Department of Commerce, Division of Banking, the authority to
invest in subordinated debentures of a bank up to the amount
necessary to better meet federal regulatory capital gi* delines
or the amount of capital the bank had on December 31, 1985.

The beauty of this plan is that it would not requits any
cash to implement and the state would actually make monevl ,



Using Alaska Continental Bank as an example, with such a
program in place, ACB would have the ability to borrow $3-3.5
million from the State of Alaska on a term basis with a fair
rate of return back to the State. The state could invest in
subordinated debentures by giving the bank a note due in 20
years at no interest but paya”e on demand if the demand 1is made
by the FDIC.

No cash would physically be exchanged. In effect the
state would issue a bank a note and, 1in return, the state would
receive a certificate from the bank for that investment. The

state, as an investor, would be paid annual 1% dividends.

The total amount of state participation would be less
than $25 million. The program should be open to all state
administered institutions regardless of size with a limitation
of $6 million of capital assistance to any one state bank.

Notes would be payable in twenty years. At the end of
the twenty year period, the note would be cancelled. While the
state would never have actually spent any cash, it would have
reaped the benefits of annual dividends, and a small paper
investment would have resulted in millions of dollars in actual
cash being injected into the Alaskan economy.

The State"s Interest is Protected

Certainly, with state funds potentially at risk, the
state would have an added interest in ensuring a bank holding a
state note is run prudently and profitably. That protection 1is
guaranteed ana can be further strengthened.

If it"s felt a bank 1is operating improperly, the Division
of Banking and Securities has the power and authority to remove
any state bank officer or director for unsafe or unsound banking
practices. It also has the authority to request the FDIC to
come 1in, liquidate a bank and pay off the depositors.

Additional protection can and should be built into this
program as well. Any state bank requiring a loan such as this
from the state must, by necessity, demonstrate to the Division
of Banking and Securities that it has a viable plan to continue
in operation. The applying bank would have to agree that no
diviaends could be paid to its shareholders while any funds are
due the State.

Further, the bank would have to agree to pay the state
immediately should the bank be sold to an outside bank holding
company, and woulu have to agree to other reasonable conditions
as may be developed by the Division of Banking and Securities.



THE BENEFITS

The State Earns a Profit

If the state did not request that action of the FDIC then
the note the state gave the bank to pay for its subordinated
debentures would never be called.

Assuming the full $25 million set aside for state
investment is utilized by state banks, and a 1% dividend is paid
annually to the state over a period of ten years with compound
interest, the state would earn a profit of $3.75 million 1in
cash at the end of the ten year period, even though no cash was
physically paid out by the state to accomplish this program.

A Small Investment Will Create Many Times Its Worth

As previously noted, every $1 in capital allows creation
of $12 in deposits and $10 in loans. Using ACB as an example,
the ability to draw only $3 million of capital assistance from
the state will enable it to increase:

Deposits: by at least $30million
Loans by $24 million

And since ACC utilizes a significant amount of SBA
guaranteed loans, $24 million could be leveraged into over $220
million of new loans or refinances, cash which would be
injected into the economy and made available to assist Alaskans
survive the economic downturn.

The Consequences of Failing to Act
Without the assistance of a capital investment from the

state or cne of its wholly owned corporations, the previously
mentioned oanks are not going to be able to help with the

economic recovery. In fact, the necessary steps required of
banks to remain in compliance with regulations to maintain
adequate capital will further compound problems being

experienced by Alaskan businesses.

As banks strive to maintain mandated capital reserves,
this predicament could force many borrowers into liquidation or
bankruptcy.

It will be a political decision whether or not to assist
state chartered banks and to maintain the dual banking system.
As it pertains to ACB, 1if the decision is made not to support
the dual banking system, it will be next to impossible for ACB
to continue to work with borrowers.



In an effort to survive, ACB will have to reduce its size
by at least 50 percent. That means calling on borrowers to pay
their notes in full immediately when they come due. Many people
cannot do this, and ACB will be forced to compound the economic
difficulty being experienced by businesses.

But, with state assistance of a capital 1investment, ACB
will be able to provide the critical financing needed by
business owners statewide.

The ability to provide innovative and unique loan
repayment plans geared to a shifting economic picture will be
provided. The future need for state assistance will be negated
and the original goals and need for which ACB was established in

1982 can continue to be met.

We will either see a strengthening or the demise of our
state banking system depending on the action or inaction of the
Legislature and the Governor. While the examples outlined here
refer to Alaska Continental Bank, the economic stabilization
program proposed would benefit all state chartered institutions.

This proposal entails minimal risk to the State and will
provide economic returns many times over allowing Alaskan
businesses to remain viable thus preserving and protecting
Alaskan jobs and the economic stability and independence of
Alaskan families statewide.

# if # # #
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March 29, 1988

Senator Rick Halford
Alaska State Legislature
P.0. Box V (MS 3100)
Juneau, AK 99811

Dear Senator Halford:

I would like to ask you to help -enact the Economic
Stabilization Act of 1988 which authorizes the state to purchase
income securities of certain Alaska banks.

I have a small business which depends upon my bank®s

financial base and its ability to serve its customers. The fate
of my business and everything 1 have worked for during my 25
years in Alaska 1is wrapped up 1in the fate of my bank. My
business, Best Mini Storage, has served the community for 12
years. I am not asking for any kind of "bail-out” for either my
bank or myself. I am simply asking that the state make a prudent

investment in banks that will enable them to continue to meet
their commitments and to otherwise serve their customers in these
very difficult times.

I speak from the experience of someone who has personally
suffered from an Alaska Bank failure. When First Interstate of
Anchorage went under their loan commitment to me, my savings and
years of my life went into the limbo land of FDIC. The loan for
my business 1is now with Alaska State Bank which would be affected

by the proposed legislation. In ny case, | am not suffering from
foolish business decisions. In fact, my business has showed
steady gains over the past two years. However, 1 am vulnerable
because sources of 1long term financing have disappeared. The

Economic Stabilization Act of 1988 will -enable my bank to
continue to extend credit to me, and to others in my situation.

The point | want to emphasize is that this investment in
banks will have a very direct impact on small businesses such as
mine. This legislation will help prevent the financial ruin of

people like myself who are long time Alaskans, have worked hard,
tried to make a contribution to our community and who plan to
stay here the rest of our lives.

Please contact me if you have any questions. Let me know if

there will be a hearing on this legislation. And please -
please do what you can to get this legislation passed.

Art Davidson
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A PLAN TO MAINTAIN A STATE BANKI SYSTEM
AND PROVIDE ECONOMIC STABIL

FOR ALASKA

NG
ITY

An Overview

Historically, Alaskan owned and operated
financial institutions have provided a
substantial number of housing and business loans
and have been an important source of financing
for Alaska®s small businesses. However, over the
past few years, these institutions have
experienced a major erosion of capital due, in
large part, to circumstances outside their
control.

As a result, these institutions can no longer
fulfill their traditional role to provide an
alternative source of financing in the state’s
marketplace. The failure of other financial
institutions has disenfranchised many borrowers
leaving them at the mercy of the FDIC, and unable
to obtain innovative financing to survive in this
economic downturn.

This proposal calls for an investment by the
state to bolster the capital of state chartered
banks.

* No cash would be required from the state.

* The state would receive a substantial cash
profit over the life of the program.

* Alaskan financial institutions will be able to
multiply the state investment at least ten
times injecting that amount of actual cash into
the Alaskan economy.

* The state®"s interest 1is safeguarded.

The result from the program will be one of

stabilizing a shaky economy while protecting and
preserving Alaskan businesses, jobs and the dual
banking system Alaska has enjoyed for many years.



BANKING IN ALASKA; THE CURRENT STATUS

Historically, the State of Alaska has benefitted from two
distinct banking systems;

(1) National Banks supervised by the Controller of the
Currency and which are outside state supervision or
regulation; and

(2) State chartered banks administered by the Alaska
Department of Commerce, Division of Banking, which are
fully responsive to state needs and regulations.

The banking industry has suffered a tremendous negative
impact in just over a year"s time. Five banks have failed.
Three were closed, and two were merged into a new FDIC
controlled bank. The merger consolidated United Bank Alaska and
Alaska Mutual Bank into the new Alliance Bank. Two savings and
loans and two credit unions also failed.

As a result of these events and the severe downturn in
the economy, the majority of banking within Alaska is now
controlled by two huge national banks and three banks which are
fully controlled by outside interests!

National Banks
National Bank of Alaska
First National Bank of Alaska

Banks Controlled by Outside Interests

Ranier Bank Alaska

Controlled by Ranier Bank-Seattle and Security Pacific
Bank of Los Angeles

Key Bank of Alaska
Controlled by interests in Albaiy, New York

Alliance Bank
Controlled by the FDIC and by private interests centered
in Monaco.

The remaining state banks are locally controlled.
They are;

Alaska Continental Bank Anchorage

Alaska Statebank Anchorage
Home Savings Bank Anchorage
Denali State Bank Fairbanks
B.M. Behrends Bank Juneau

First Bank in Ketchikan Ketchikan

The only independent state institutions surviving in
Anchorage are Alaska Continental Bank, Alaska statebank and Home
Savings Bank, all specializing in small business and homo loans.



1987 was a disastrous year for all but two banks which
are headquartered in Anchorage. Statistics from the Department
of Commerce, Division of Banking and Securities illustrate the
severe 1impact upon banks. (These figures do not include the
assets controlled by the FDIC.)

12/31/86 to 12/31/87 CALL REPORT
Cash dropped $ 58.0 million
Loans dropped $704.9 million
Deposits dropped
Individual $ 51.0 million
Government $ 4.7 million
State of Alaska $307.0 million
Checking accounts down $ 97.0 million
Savings accounts down $202.0 million

The net worth of all banks dropped to $482.7 million even
with the injection of $360 million from the FDIC to assist the
UBA-AMB merger 1into Alliance Bank. Without that assistance,
total bank capital would have been reduced to $122.7 millic..!

Other Real Estate Owned (OREO), not counting FDIC"s,
increased to $129,108,000.

Total Past Due Loans - not counting FDIC.

38-89 days past due $126.0 million
Over 90 days and accruing $ 36.4 mill ion
Non-accruing $305.4 million
TOTAL non-performing loans $467.8 mill ion
OREO in bank portfolios $129.1 million
GRAND TOTAL $596.9 mill ion

Total non-performing assets were 11.9 percent of all bank
assets.

The 1impact of bunk failures and reauced capital has been
keenly felt by business owners statewide who are struggling to
preserve their businesses and the jobs they create despite a
severe economic downturn. The closure of several banks has left
these entrepreneurs disenfranchised and their loans under the
management of FDIC.



Without management by an Alaskan controlled bank attuned
to the unique characteristics of the Alaskan economy, those
disenfranchised can no longer obtain extensions, modifications
or renewals of their loans, much less the ability to borrow new
capital for continuation of their businesses.

One of our larger national banks continues to try ar.J
help those large disenfranchised borrowers while the other
national bank has been forcefully reducing its loan portfolio
and is not making new loans.

Alliance Bank, assisted by the FDIC, 1is now controlled by
outside interests. With it"s current problems, it is not able
to respond to the needs of those borrowers. The other national
bank and the other state banks which are all controlled from
outside have turned "conservative" making few, if any, loans to
new borrowers.

As a result, only three banks previously mentioned,
Alaska Continental Bank, Alaska Statebank and Home Savings Bank
remain as the small, locally-owned institutions which are trying
hard to both survive the economic recession ana Sservice new
borrowing needs.

Alaska Continental Bank®"s Role

Alaska Continental Bank has a unique nitch in the
community. When it opened in 1982, ACB"s stated purpose was to
be the bank for small businesses needing less than $500,000 on a
term basis with the support of the Small Business Administration
Guaranty Loan program. ACB is now the lIcauing lender 1in urban
ana rural Alaska in providing SBA term loans for the purchase,
acquisition or refinancing of business assets.

ACB specializes 1in providing feacrally insured SBA loans
having developed over $40 million of this type of financing
statewide representing over 930 commercial business loans. AC3
is the 27th leaaing lender in the entire nation in providing
this type of financing. ACB continues to be the only bank
advertising for small business loans statewide.

The majority of loans provided are for working capital
and have been maae for business development in locations which
include Anchorage, Bethel, Homer, Wasilla, Palmer, Solaotna,
Juneau, Kodiak, Cantwell, Houston, Whittier, Fairbanks, Seward,
Kenai, Talkeetna, Skwcntna, Eagle River, the North Slope, noose
Pass and Aleknagik.

Alaska Continental Bank made a commitment ana fulfilled a
promise to Alaskans to help create new business and jobs for
Alaskans statewide.

In contrast to ACE"s focus on business, Hone Savings Bank
is required by its utato charter to make 60 percent of all its
loans for housing. It is the leading lenacr of homo loanr«in
the Matanuska-Susitna Borough and the greater Anchorage arca((
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Compounding the Problem: Loss of Capital

All but two banks 1in Anchorage have lost money in the
last two years. Borrowers who have become unable or unwilling
to pay their loans when due have impaired bank capital. State
and federal agencies havt followed their established regulations
and have required those banks to write off non-performing loans
that now may be undercollateralized.

Those write-offs have furthf eroded capital reserves.
For example, three years ago a bank might have made a $100,000
loan backed by $130,000 in real estate. But, with the decline
in real estate values, today that real estate collateral may be
worth $65,000, and the borrower is having difficulty meeting the
payments. Even if the bank now reduces payments and interest
rates, it would still be required to write off at least $35,000
because of thn drop in collateral values against capital.

As a bank®"s capital 1is reduced physically or through
paper write-offs, the bank®s ability to expand and initiate new
deposits and investments 1is severely limited by regulation.

This relationship is at the heart of the current banking
crisis and a potential solution to allow Alaskan banks to play
an active and effective role in economic recovery.

Bank capital is like a three leggea stool. In order to
be in compliance with banking regulations, a bank is allowed to
have $12 1in deposits and $10 in loans for each $1 of capital.

As capital declines, so does the ability to generate deposits
and make loans. Without profits to support losses, deposits and
loans must be proportionately reduced to stay in compliance with
regulatory guidelines.

Just when there 1is a need for Alaskan banks to help
Alaskan businesses the most, the reduction in capital severely
limits the amount of money which can be injected into the
economy through loans. A bank 1is therefor unable to help
borrowers refinance, obtain new credit or assist iIn obtaining a
moratorium.

To provide this critically needed assistance, banks nurt
increase capital.

One traditional way of increasing capital would be
through additional sale of stock. ACB 1is in the process of
spending $75,000 to register with the State of Alaska ana the
Securities and Exchange Commission to conduct a $7.5 million
stock offering. However, as a result of the depressed market,
all local bank stock 1is being offered at dramatically reducoa
prices compared to one year ago. This reduces the potential of
a successful offering to raise the necessary capital for ACB or
any other state chart, rea bonk.



ACB will need to sell at least $1.5-2 million of new
stock to just stay even. The alternatives for ACB, 1if stock is
not sold, are to either reduce bank size by approximately one
half or to sell out to an outside bank. The state will then
have lost control of another bank to outside interests. Those
same consequences loom for other state chartered banks which
face the same situation.

AN ALTERNATIVE AND SOLUTION

Increasing a bank®"s capital directly or indirectly v/ill
allow expansion of loan activity necessary for business owners
to survive the current economic downturn.

To provide Alaskan chartered banks the ability to achieve
that goal and to insure the continuity of a dual banking system,
it has been suggested that the State of Alaska assist the state
charter=d banks with some form of capital assistance through the
Alaska Industrial Development and Export Authority (AIDEA) or
the Alaska Housing Finance Corporation (AHFC).

AIDEA"s historical role is assisting the business
community has been one of success. The Alaska Industrial
Development and Export Authority was originally funded with $166
million in loans from an emergency loan appropriation that Gov.
Jay Hammond made 1in 1980. At that time he perceived tremendous
need for emergency financing and saved the businesses of many
people.

Two years later a portion of those funds were
reappropriated to AIDEA which, through good management, had
increased its net worth to $519 million as of June 30, 1987 with
government and short term investments of over $420 million and
profits for 1987 of over $24 million. AIDEA has a net worth
greater than all off the banks in the state combined. It is
suggested that those loans still held unpledged by the
Department of Commerce and Economic Development be delegated as
a source of cash for payment of state notes to any bank if ever
demanded by the FDIC.

How the Program Would v/ork

An alternative to an unsure stock sale and the rick of
losing the few state controlled banks Alaska has 1s to grant the
Department of Commerce, Division of Banking, the authority to
invest in subordinated debentures of a bank up to the amount
necessary to better meet federal regulatory capital guidelines
or the amount of capital the bank had on December 31, 1985.

The beauty of this plan is that it would not requits any
cash to implement and the state would_ac.tuallv make money!



Using Alaska Continental Dank as an example, with such a
program in place, ACB would have the ability to borrow $3-3.5
million from the State of Alaska on a term basis with a fair
rate of return back to the State. The state could invest 1in
subordinated debentures by giving the bank a note due in 20
years at no interest but payable on demand if the demand is made
by the FDIC.

No cash would physically be exchanged. In effect the
state would issue a bank a note and, 1in return, the state would
receive a certificate from the bank for that investment. The

state, as an investor, would be paid annual 1% dividends.

The total amount of state participation would be less
than $25 million. The program should be open to all state
administered institutions regardless of size with a limitation
of $6 million of capital assistance to any one state bank.

Notes would be payable in twenty years. At the end of
the twenty year period, the note would be cancelled. V7hile the
state would never have actually spent any cash, it would have
reaped the benefits of annual dividends, and a small paper
investment would have resulted in millions of dollars in actual
cash being injected into the Alaskan economy.

The State’s Interest is Protected

Certainly, with state funds potentially at risk, the
state would have an added interest in ensuring a bank holding a
state note 1is run prudently and profitably. That protection 1is
guaranteed ana can be further strengthened.

IT it"s felt a bank 1is operating improperly, the Division
of Banking ana Securities has the power and authority to remove
any state bank officer or director for unsafe or unsound banking
practices. It also has the authority to request the FDIC to
come 1in, liquidate a bank and pay off the depositors.

Additional protection can and should be built into this
program as well. Any state ban!; requiring a loan such as this
from the state must, by necessity, demonstrate to the Division
of Banking and Securities that it has a viable plan to continue
in operation. The applying bank would have to agree that no
diviaends could be paid to its shareholders while any funds are
due the State.

Further, the bank would have to agree to pay the state
immediately should the bank be sold to an outside bank holding
company, and woula have to agree to other reasonable conaitions
os may be developed by the Division of Banking and Securities.



THE BENEFITS

The State Earns a Profit

If the state did not request that action of the FDIC then
the note the state gave the bank to pay for its subordinated
debentures would never be called.

Assuming the full $25 million set aside for state
investment is utilized by state banks, and a 1% dividend 1is paid
annually to the state over a period of ten years with compound
interest, the state would earn a profit of $3.75 million in
cash at the end of the ten year period, even though no cash was
physically paid out by the state to accomplish this program.

A Small Investment Will Create Many Times Its Worth

As previously noted, every $1 in capital allows creation
of $12 in deposits and $10 in loans. Using ACB as an example,
the ability to draw only $3 million of capital assistance from
the state will enable it to increase:

Deposits: by at least $30 million
Loans by $24 million

And since ACB utilizes a significant amount of SBA
guaranteed loans, $24 million could be leveraged into over $220
million of new loans or refinances, cash which woula be
injected into the economy ana made available to assist Alaskans
survive the economic downturn.

The Consequences of Failing to Act

Without the assistance of a capital investment from the
state or one of its wholly owned corporations, the previously
mentioned banks are not going to be able to help with the
economic recovery. In fact, the necessary steps required of
banks to remain in compliance with regulations to maintain
adequate capital will further compound problems being
experienced by Alaskan businesses.

As barks strive to maintain mandated capital reserves,
this predicament could force many borrowers into liquidation or
bankruptcy.

It will be a political decision whether or not to assist
state charterea banks and to maintain the dual banking system.
As it pertains to ACB, 1if the decision 1is made not to support
the dual banking system, it will be next to impossible for ACB
to continue to work with borrowers.



In an effort to survive, ACB will have to reduce its size
by at leastb0 percent. That means calling on borrowers to pay
their notesin full immediately when they come due. Many people
cannot do this, and ACB will be forced to compound the economic
difficulty being experienced by businesses.

But, with state assistance of a capital investment, ACB
will be able to provide the critical financing needed by
business owners statewide.

The ability to provide innovative and unique loan
repayment plans geared to a shifting economic picture wixl be
provided. The future need for state assistance will be negated
and the original goals and need for which ACB was established in

1982 can continue to be met.

We will either see a strengthening or the demise of our
state banking system depending on the action or inaction of the
Legislature and the Governor. While the examples outlined here
refer to Alaska Continental Bank, the economic stabilization
program proposed would benefit all state chartered institutions.

This proposal entails minimal risk to the State and will
provide economic returns many times over allowing Alaskan
businesses to remain viable thus preserving and protecting
Alaskan jobs and the economic stability and independence of
Alaskan families statewide.
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BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act limiting the liability of certain contractors
for hazardous substance release response actions; and
providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS A6.03.82A is amended by adding new subsections to read:
(b) Notwithstanding other provisions of law, and to the extent
not in conflict with federal law, a person, or an employee or subcon-—
tractor of a person, who has entered into a contract or agreement to
provide a response service for a release or threatened release of a
hazardous substance may not be held civilly liable 1in an amount
greater than $1,000,000 to a plaintiff and a total of $3,000,000 to
all plaintiffs for damages resulting from a single occurrence of a
release or threatened release of a hazardous substance caused by the
person®s negligent performance of, or failure to perform, the response
service.
(c) The Ilimitation on liability under (b) of this section
(1) does not affect any right of indemnification that the
person has or may acquire by contract;
(2) does not affect the liability of a person who would
otherwise be considered a responsible party under applicable law;
3) does not apply to gross negligence, recklessness, or
intentional misconduct by the person; and
(A) applies to contracts and agreements to provide a re—

sponse service entered info
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(A) on or after the effective date of this Act; or
(B) Dbefore the effective date of this Act, but not
fully performed before the effective date of this Act.

(d In this section "response service" means a service provided
in connection with the mitigation or cleanup of a hazardous substance,
including removal, evaluation, planning, engineering, surveying,
mapping, designing, construction, and providing equipment.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).
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