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SPONSOR STATEMENT

House Joint Resolution 50 reaffirms the importance o f the shore- 

based processing industry to Alaska and asks the North Pacific Fisheries 

M anagem ent Council to incorporate fairness, equal rights o f  access and 

equity to this sector of the commercial fishing industry as it considers its 

current com prehensive rationalization plan. U nder this plan certa in  

a llocations of groundfish  and crab will be m ade. H JR  50  s im p ly  

acknowledges the important role of the shore-based processing industry in 

consideration of these allocations.

The investment o f  the shore-based processing industry in A laska is 

substantial. Yearly contributions to the state through taxes, payrolls, goods 

and services, utilities and paym ents to fish harvesters add soc ia l  and 

economic stability to coastal communities in particular.

The Alaska shore-based processing industry m ust be considered  

e q u itab ly  in any ac tions  pursued  by the N orth  P ac if ic  F ish e r ie s  

Management Council.
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OLIGANEK • LEVELOCK • NAKNEK 
• PORT MOLLER • SAND POINT 
« UNALASKA • UNGA
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February 8, 1994

B I L L  SK A G G S

Honorable Ramona Barnes 
Speaker of the House 
State Capitol Building 
Juneau, Alaska 99801

Dear Representative Barnes:

As you know, Missouri House and Senate passed a 
concurrent resolution petitioning Congress to propose 
ratification by the legislators of three-fourths of the 
state to restrict the Supreme Court or any inferior court of 
the Unites States to levy or increase taxes.

Hot every state has begun their regular legislative 
session, but for those of us who have, it's a busy and 
exciting time.

Twenty-six states have responded to our call to propose 
d change in our federal constitution which reads:

"Ne:ther the Supreme Court nor any inferior court of 
the United States shall have the power to instruct or order 
a state or political subdivision thereof, or an official of 
such state or political subdivision, to levy or increase 
taxes."

Federal mandates under the Clean Air Act are just one 
example of an ongoing and growing squeeze being placed upon 
the states by the federal government. These mandates have 
caused fear, anger and resentment among our citizens and our 
commercial and industrial community. Mandates, dictated by 
Washington, are putting additional strains on an already 
tight state budget.

CAPITOL OFFICE L E T T E R  F R O M  A  M I S S O U R I  .MO65101 • (314)751-2199
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To further compound this assault on state revenues 
the federal district court, with the blessing of the 
United States Supreme Court, continues to order 
property tax increases "ad infinitum" to correct what 
Supreme Court Justice Kennedy rightly referred to as an 
issue which is properly "part of a legitimate political 
debate over . . spending priorities" and not a 
Constitutional command. In his dissenting opinion to 
this usurpation of legislative authority by the federal 
courts Justice Kennedy noted, "This . . begins a
process that over time could threaten the fundamental 
alteration of the form of government cur Constitution 
embodies."

The Constitution does not allow, nor do we need, 
judicial intervention requiring tax increases as 
solutions to potentially serious problems.

You're busy, I know, but in order to be of help to 
all those working for passage of a concurrent 
resolution, we are asking you to send us an update of 
your progress. Just return the enclosed questionnaire 
at your earliest convenience.

Sincerely,

Bill Skaggs



D I V I S I O N  O F  L E G A L  S E R V I C E S

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

0107) 465-3807 or 405-2450 
FAX (907) 465-2029 
Mail Slop 3101

130 Seward Street. Suite 409
Juneau. Alaska 99801-2105

M E M O R A N D U M F e b r u a r y  17. 1 9 9 4

S U B J E C T : A m e n d m e n t  to th e  U n i t e d  S t a t e s  C o n s t i t u t i o n  ( 8 - L S 1 7 6 4 )

T O : R e p r e s e n t a t i v e  A1 V e z e v ,  C h a i r  

H o u s e  S t a t e  A f f a i r s  C o m m i t t e e

F R O M : T a m a r a  B r a n d t  C o o k

D i r e c t o r

H e r e  is a  d r a f t  r e s o lu t io n  r e q u e s t i n g  t h e  U n i t e d  S t a t e s  C o n g r e s s  to p r o p o s e  a n  

a m e n d m e n t  to th e  C o n s t i t u t i o n  to p r o h ib i t  f e d e r a l  c o u r t s  f ro m  o r d e r i n g  s t a t e s  o r  

p o l i t i c a l  s u b d i v i s i o n s  to im p o s e  o r  i n c r e a s e  t a x e s .  U n d e r  A r t ic le  V  o f  t h e  U .S .  

C o n s t i t u t i o n  C o n g r e s s  m a y  p r o p o s e  a m e n d m e n t s .  A d d i t i o n a l l y ,  u p o n  a p p l i c a t i o n  o f  

th e  l e g i s l a t u r e s  o f  tw o  t h i r d s  o f  the  s t a t e s .  C o n g r e s s  is r e q u i r e d  to c a l l  a  c o n v e n t i o n  

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

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

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

a n y  a m e n d m e n t  m a y  b e  c o n s id e r e d .  B e c a u s e  o f  th i s  u n c e r t a in t y ,  I h a v e  n o t  in t h i s  

d r a f t  i n c l u d e d  a  r e q u e s t  t h a t  a  c o n v e n t io n  b e  c a l l e d  f o r  th e  l im i t e d  p u r p o s e  o f  

c o n s i d e r i n g  a  s p e c i f i c  a m e n d m e n t  r e l a t i n g  to  c o u r t  o r d e r e d  t a x a t io n .

TBC:pl
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E n c l o s u r e

M E M O R A N D U M  F R O M  

L E G A L  S E R V I C E S



A l a s k a  S t a t e  L e g i s l a t u r e
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Representative A1 Ve:ey

SPONSOR STATEMENT

T h e  p u r p o s e  o f  H J R  60 is t o  p e t i t i o n  t h e  C o n g r e s s  o f  t h e  U n i t e d  

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

T h e  r e s o l u t i o n  c o m e s  a s  a r e q u e s t  f r o m  t h e  o f f i c e  o f  R e p r e s e n t a t i v e  
B i l l  S k a g g s  f r o m  t h e  s t a t e  o f  M i s s o u r i .  T h i s  e f f o r t  w a s  b r o u g h t  
a b o u t  b y  a c o u r t  c a s e  M i s s o u r i ,  w h e r e b y  t h e  S u p r e m e  c o u r t  m a n d a t e d  
t h e  c i t y  o f  K a n s a s  C i t y  t o  c h a r g e  a t a x  to f u n d  d e s e g r e g a t i o n  
e x p e n s e s  o r d e r e d  b y  t h e  c o u r t s .

P r e s e n t l y  t h e r e  a r e  t e n  s t a t e s  v/hich h a v e  i n t r o d u c e d  a s i m i l a r  
r e s o l u t i o n .

SPONSOR STATEMENT



1 lie Case 1'or A Cons t i tu t iona l  A m e n d m e n t  
To L imi t  The  Pow er  To T a x  W hich  H a s  Been 

Assumed  J3y T h e  F ede ra l  C o u r t s
tty John JR. Slocfllcr



E h 'j L c E N i E P. I :? E 0 O O O 0 G E

I have read your The Case Fo r A Constitutional 
Amendment and congratulate you on a job well done. It 
is extremely well documented and very forceful. I wish 
you well.

As you know, you are taking on a daunting task in 
trying to educate the people in this matter. The Court, 
without any authority, has literally taken over a 
substantial portion of social policy in the nation. It has 
done this by telling the people that "the Constitution 
requires it." Felix Frankfurter wrote to President 
Franklin Roosevelt, "People have been taught to believe 
that when the Sunreme Court speaks it is rot they who 
speak but the Constitution, whereas, of course...it is they 
who speak and not the Constitution. And I verily believe 
that that is what the country needs most to understand."

L e t t e r  to J o h n  R .  S to c iT lc r  

F r o m  T h e  H o n o r a b l e  R o b e r t  T .  D o n n e l l y  

C h i e f  J u s t i c e  o f  M i s s o u r i  

1 9 7 3  -  1 9 7 5  1 9 8 1  -  1 9 8 2
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wit, there shall be no taxation without representation. In a commentary I 
penned for the March 5, 1992 edition of the St. L o u i s  P o s t  D i s p a t c h , 
entitled "When Judges Subvert The Constitution", I addressed the abuse of 
judicial power in the area of court ordered taxation. I pointed out then that, 
"The framers of the Constitution specifically limited the power to tax and 
vested such power to lay and collect taxes in the legislature...No exceptions 
to this view were ever expressed" 17. or, I hasten to add, implied. Earlier I 
quoted these words of Bishop Hoadly, "(W)hoever hath an absolute authority 
to interpret any written or spoken laws it is he who is duly die lawgiver." I 
would suggest to you that whoever controls the purse strings ultimately 
controls power, the ability of a government to function and the direction it 
shall go. Alexander Hamilton put it another way in Federalist 79 when he 
stated, "In the general course o f human nature, a p o w e r  over a mcni's 

subsistence amounts to a p o w e r  over his will." O f the three sources of 
political power to which I have referred, the power of the purse is the most 
critical for the power to tax is not only the power to build, but in the wrong 
hands it can be an instrument of destruction, and the power o f  total control.

When did the federal judiciary take upon itself the power tax? In 
November 1982, Missouri voters approved a referendum (Proposition C) 
which directed local school officials to reduce their operating levies by an 
amount equal to fifty percent o f the revenues local school districts would 
receive under a one-cent increase in the state sales tax. 18. On July 5, 1983a *
the federal district court enjoined the voter approved roll back o f real estate 

taxes. (Liddell  v B o a r d  o f  E d u c . ,  supra, 567F. Supp at 1056) and directed 
the Board of Education to use this money to fund the quality education 
programs necessary to restore the St. Louis schools to their AAA status. The 
U.S. Court o f Appeals for the Eighth District sustained the district court's 
injunction o f  the roll back on what if termed "Equitable grounds". The court 
claimed that it had "b ro a d  equ itab le  pow ers to rem edy...evils ...(including) 
a na rro w ly  defined pow er to o rd e r  increases  in local tax levies on rea l 
esta te ."  19. (emphasis mine) In a dissenting opinion Judge John R. Gibson 
noted that, "The Court need not and should not go this far. The taxing pow er 
of the states is primarily vested in their legislatures, deriving their authority 
from the people." 20. Judge Bowman concurred with Judge Gibson's opinion 
and stated, "I join in Judge John R. Gibson's well-reasoned dissent....and the 
singular inappropriateness in our Constitutional system o f  a federal court’s 
ordering state and local taxing authorities to impose specific tax increases." 
21. There are those who choose not to call this example a tax increase, but it
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can be called noticing less when citizens are denied monies they voted for 
themselves. I was taught in school that taxation without representation as 
practiced in the late 1700s was wrong. The question is, if it was wrong then 
why is it right today? And, if it is wrong, where are our elected 
representatives to right this wrong? There is more.

In September o f 1987 Judge Russell U. Clark of the District Court 
entered an order approving extensive Kansas City Missouri School District 
capital improvement projects and a far-reaching magnet schools plan. In order 
to fund this order Judize Clark ordered a surtax of 1.5% added to Missouri’s 
State Income Tax for all persons and entities receiving income for work done, 
services rendered, and income received from activities within the KCMSD 
and further ordered die tax levy for the KCM SD to be raised from $2.05 to 
$4.00 per $100 of assessed valuation. 22. On appeal die Eighth Circuit 
reversed die "Judicially imposed income tax surcharge, holding that the tria l 
court  invaded the province of the legislature in o rderin g  this 
surcharge,(em phasis miiie) and that the order (was) beyond the power o f  the 
district court as outlined in Specified Supreme Court and Eighth Circuit 
precedent". 23. On the other hand the Court o f  Appeals affirmed the District 
Court's $1.95 levy increase in effect until the end of the 1991 - 92 fiscal 
year,... then authorized the Kansas City School Board to obtain from the trial 
court each year ad infinitum, and without voter approval, a ''reasonable" levy 
(tax) increase over and above the $1.95 lew  (tax) to f ind  desegregation 
expenses ordered by the courts." 24. In 1988 The United States Supreme 
Court upheld the lower federal court's order imposing a property tax increase 
claiming that the- order did, "satisfy equitable and constitutional princip les 
governing the District Court's power." 25. (emphasis mine)

In a dissenting opinion, however, Supreme Court Justice Kennedy 
stated that, "The premise of the Court's analysis is infirm." He continued , 
"The question is whether a district court possesses a power to tax under 
federal law, either directly or through delegation." (emphasis mine) Justice 
Kennedy points out that, "The description of tire judicial power nowhere 
includes tiie word 'tax' or anything that resembles it."; 26. but this
constitutional fact did not deter the Supreme Court from upholding the lower 
court's order or "authorization" to increase property taxes in Kansas City, 
Missouri.

Such power to allocate or reallocate funds by an unaccountable 
judiciary denies elected officials the necessary tools to properly and 
responsibly represent and provide for those who have freely elected them. An 
unelected and unaccountable judiciary, sitting miles from the people affected,

7



has no true interest in them, only subjective goals cloaked m robes of Trojan 
Horse legalese. As Justice Kennedy notes in his dissenting opinion, "Perhaps 
it is good educational p o l i c y  to provide a school district with the items 
included in the KCMSD capital improvement plan....(B)ut these items are 
part of legitimate political debate over educational and spending priorities, 
not the Constitution's command of racial equity." 27.

This decision "authorizing" a tax increase represents "the first in which 
a lower federal court has in fact upheld taxation to fluid a remedial decree". 
2S. As Justice Kennedv noted, "...rules o f taxation that override state 
political strictures not themselves subject to any constitutional infirmity raise 
serious question of federal authority." This decision, "a first" according to 
Justice Kennedy, sets a Stare decisis, or precedent, which will at some time 
in the future affect all states, and the fact that Congress remains silent on this 
issue lends credibility to the claim by the courts that they do in fact have the 
power to tax. In his book. T h e  T e m p t i n g  o f  A m e r i c a ,  Judge P.ofcert Bork 
spelled out his view of the responsibilities of the legislative vis-a-vis the 
judicial branch o f  government. He wrote, "Where the law stops, the legislator 
may move on to create more: but where the law stops, the judge must stop." 
29. Here let me add that the only change a court may make is to change the 
period at the end of the law to an exclamation point!

In a column of October 18, 1993 columnist Charley Reese made this 
observation about government, " (T)he men who signed the Declaration of 
Independence and who wrote the Constitution recognized that government— 
any government—was the potential enemy o f  individual freedom. They held 
high the value o f  governments with limited powers and limited jurisdiction, 
bound tightly by constitutions, which they viewed as con tracts  between the 
people and the ir  governm ents, (emphasis mine) Today", he continues, 
"there is virtually zilch talk about freedom or principles of good government. 
It's all about social and economic issues." 30. Again Justice Kennedy, "T his 
assertion  of judicial pow er is one of the most sensitive of policy a reas , 
tha t involving taxation, (it) begins a process th a t  over tim e could 
th rea ten  fundam enta l a ltera tion  of the form  of governm en t o u r  
Constitution embodies." 31. (emphasis mine) In his farewell remarks to the 
new nation President George Washington warned, "Let there be no change by 
usurpation; for through this, in one instance may be the instrument o f  good, it 
is the customary weapon by which free governments are destroyed". James 
M adison also noted, "I believe there are more instances o f the abridgment of 
freedom of the people by gr adual and silent encroachments o f those in power,



than by violent and sudden usurpations." 32. In a recent commentary 
columnist Thomas Sowell wrote, "History shows many great nations and 
civilizations declining and falling, but we may be the first to destroy ourselves 
from within.". 33,

In 1982 Judge Robert T. Donnelly addressed the Missouri General 
Assembly. In his remarks he stated. "History tells us that the Framers (of the 
Constitution), in establishing a federal government, were influenced by the 
teachings of Locke, Rousseau, and others, and by the social concept they 
espoused. This concept would recognize a continuing right in the people to 
call their agents, even the United States Supreme Court, to account. It would 
assure that the people, and not an agency of government, will determine the 
direction o f  their lives. If. in fact, the United States Supreme Court is 
exercising powers without the consent of the governed - the people - then the 
rights it purports to secure in their name are counterfeit - its benevolence a 
fraud." 34.

Again let me pose the question. Where were our elected officials while 
all this was talcing place? Where are they today? Do they even have an 
opinion? In M ay of 1992 I traveled to Washington and visited with a number 
o f  members o f Congress, among them Congressman Henry Hyde (R-IL). In 
his office I discussed my concern; his response, "While I’m sympathetic to 
your concern, on this issue frankly Congress just doesn't give a damn." Today 
we have a Congress that won't balance the budget, a Congress in which many 
members were unable or unwilling to balance their own personal checkbooks 
until their irresponsible and culpable behavior was exposed and a Congress 
which has shown a willingness to turn over to an un-elected judiciary the 
most sacred o f trusts, the authority to tax. So who is to rein in the judiciary if 
not the legislative branch of government? The people? Think again!

Today the American people are under the illusion that they are being 
constitutionally governed, without even understanding what that means. Sure, 
they and members of Congress will tell you that they have read the 
Constitution, but without knowledge of prior intent they will never understand 
its true meaning. "Government", writes columnist Walter Williams, "is about 
coercion. Limiting government is the single most important instalment for 
guaranteeing liberty. We're working on the third generation which lias had 
little in the way o f education about what our Constitution means and why it 
was written. Thus, they fall easy prey to charlatans, quacks and hustlers." 35.

In 1982 Judge Donnelly attempted to persuade the General Assembly 
to petition Congress to rein in the federal judiciary. His admonishment to do 
so fell upon deaf ears; but as time passes we all see things in a different light.



In 1993 the Missouri General Assembly passed a resolution calling upon 
Congress to submit to the states an amendment to the Constitution which 
would curb the taxing powers of the judiciary. It reads, "N e ith e r  the 
Suorem e C ourt  nor anv inferior court  of the United States shall have theA m

power to instruct or o rd e r  a state or political subdivision t h e r e o f ,  o r  a n  

official of such state  or political subdivision, to levy or increase  taxes." 
36. Credit for the success in passing this resolution is due primarily to the 
tireless and persistent efforts of State Senator Walt Mueller (R-Kirkwood) 
and those of Representative Bill Skaggs (D-Kansas City).

Gordon Crovitz, writing in T h e  W a l l  Street J o u r n a l  rioted, "No 
legal principal carves illegitimate ruling:' in stone." 37. If this be true, as I 
believe it to be, then no unconstitutional ruling, opinion or declaration can be 
wrapped in robes of declared constitutional legitimacy and become the law of 
the land unless the misinformed, uninformed or those who know better do not 
act to stop it. Inasmuch as Congress chooses to ignore die unconstitutional 
actions o f the Court, I believe it is now up to the state legislatures to call the 
Supreme Court o f  The United States to account by calling for an amendment 
to the United States Constitution which will rein in the federal judiciaiy's 
usurpation of the taxing powers which belong to the people alone through 
their elected representatives.

In November of 1993 Senator Mueller asked me to chair a group we 
call The Madison Forum. In that capacity Senator Mueller, Representative 
Skaggs and I have contacted the majority and minority leaders in both the 
upper and lower chambers of every state legislature seeking support for 
passage in their state of a resolution identical to the one which was passed by 
die Missouri General Assembly in 1993. But the passing of this resolution in 
Missouri is just a first step on what will be a long and arduous journey When 
the legislatures of thirty three additional states pass this resolution it will 
assume the form of a petition to Congress. Congress will then be forced to 
submit to the states for consideration an amendment to the United States 
Constitution which will curb the power to tax which die judiciary has 
assumed.

It has been said that Benjamin Franklin, coming out. o f die constitutional 
convention, was approached by a woman who asked.him , "W hat kind of 
government have you given us?" His reply, "A Republic., madam, if  you can 
keep it."

Senator Mueller, Representative Skaggs and I and others w ho feel as 
we do will continue to work to see that the federal judiciary and the Supreme



Court are brought to account fur their unconstitutional actions. It is our 
intention to insure that this government will remain the Republic to which 
Benjamin Franklin referred. A Republic for which thousands have given their 
last great measure of personal sacrifice. A Republic in which those 
inseparable twins, liberty and freedom will not, 'ike sand, slip through our 
fingers.

We intend to share with others these self evident truths which the 
founding fathers embraced knowing full weil this is the only way to insure 
that this Republic will remain a government of the people, by the people and 
for tiie people. So help as God,

END

Jo h n  R. S t o e f f le r  -  C h airm an  
T h e  M a d is o n  F o ru m  
3- 7̂ Labonne ParkwavJ
M a n c h e s te r , M O  6 3 0 2 1
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WALTER J. NICKEL, GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  A N D 
E C O N O M IC  D E V E L O P M E N T
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A N C H O R A G E
C orpora tion In form ation (907) 563-2161

January 13, 1994

To all Legislators and other parties:

Re: Emergency Banking Regulations

Last year, the Legislature enacted a revised Alaska Banking Code. 
Ch. 26 SLA 1993. As of the effective date of that act, January 1, 
1994, the existing banking regulations became obsolete. New . 
regulations were drafted in consultation with the affected financial 
institutions, noticed for hearing, and submitted to the Attorney 
General’s Office in August for final review and adoption. At that 
time, however, it was discovered that the authority to adopt the new 
regulations is contained in the new Code, which did not take effect 
until January 1. Tlius, final adoption and Attorney General’s i*eview, 
which can take several weeks, could not begin UDtil the new year.

In order to have banking regulations in place now, with the new 
Code, the Attorney General’s Office recommended that we adopt the 
proposed regulations as emergency regulations. These emergency 
regulations were adopted and signed by the Lt. Governor on 
January 10, 1994.

We hope this answers any questions you may have concerning these 
emergency regulations. If you have any comments or would like to 
discuss either the content of the regulations or the adoption process, 
please call Kristi Peel at 465-2521.

W illis F. K irkpatrici 
D irector

WFK/gol07.bsc
011294a



NOTICE OF ADOPTION OF 
EMERGENCY REGULATIONS

As required by AS 44.62.250, notice is given that, under the authority of AS 06.01.020, 
06.05.005, 06.15.010, 06.20.340, 06.25.315, 06.30.025, 06.40.180, and 06.45.010, the De­
partment of Commerce and Economic Development, Division of Banking, Securities and 
Corporations adopted, amended and repealed, on January 10, 1994, emergency regulations 
in Title 3 of the Alaska Administrative Code, dealing with financial institutions, trust companies, 
Alaska small loan companies and premium finance companies. These regulations serve to 
implement, interpret, and make specific Ch. 26 SLA 1993, the Recodification of the Banking 
Code, AS 06, as follows:

1. 3 AAC 01.010 ADJUDICATORY HEARINGS (a) is amended to be made consistent with
new AS 06.01.030. (d) is a new subsection adopted from the FDIC. (g) contains
technical changes bringing it closer to the Administrative Procedure Act, AS 44.62.460.

2. 3 AAC 01.020 FACT-FINDING HEARINGS is repealed and reenacted to clarify that
hearings are subject to the department's discretion.

3. 3 AAC 01.030 NOTICE OF FACT FINDING ACTION BY THE DEPARTMENT is re­
pealed.

4. 3 AAC 01.905 RECORDS; DISCLOSURE AND LIMITATION ON DISCLOSURE (a)(4)
is amended to ensure records relating to a particular person or institution are kept 
confidential, (b)(1) is repealed, (b)(2) is amended to clarify that it authorizes the release 
of general information and not specific information, (c) is repealed and (a)(4) is added,
(e) is new to authorize a state chartered bank to release a copy of the department’s 
exam to the bank's auditors.

5. 3 AAC 01.910 DEFINITIONS is amended for technical changes.

6. 3 AAC 02.010 RETENTION OR DESTRUCTION OF RECORDS (a) is amended to
adjust retention schedule, (b) is new to permit state chartered banks to retain records 
by microfilm/microfiche.

7. 3 AAC 02.020 REPORTS TO THE DEFTaRTMENT is new to make specific appropriate
forms for bank reports and provides for electronic and fax filings.

8. 3 AAC 02.030 EXAMINATIONS is new to accept an FDIC exam instead of conducting
the department’s own.

9. 3 AAC 02.110 RESERVES AGAINST DEPOSITS is repealed and readopted to set
reserve requirements.

10. 3 AAC 02.112 DISCLOSURE OF ACCOUNT CHARGES is new to make specific
posting of notices requirements.

11 . 3 AAC 02.115 NOW ACCOUNTS is repealed.



12. 3 AAC 02.120 REPORTING LOANS OVER $100,000 is repealed and reenacted to 
require the board to specifically identify each loan over $100,000.

13. 3 AAC 02.122 LENDING STANDARDS is new to make specific the determination and 
documentation of a loan.

14. 3 AAC 02.125 LOAN LENDING LIMITS is repealed and reenacted to allow state 
chartered banks to lend in parity with national banks.

15. 3 AAC 02.130 IMPROVED REAL ESTATE is repealed.

16. 3 AAC 02.135 DEFINITION OF PROPERTY NOT NEEDED FOR BANKING BUSINESS
(a) is amended to clarify that the provision applies to OREO, (b) is repealed, (c) is a 
new rule for personal property, which requires a faster resale than real property.

17. 3 AAC 02.141 ALTERNATIVE MORTGAGE INSTRUMENTS is repealed.

18. 3 AAC 02.145 AUTHORIZED ACTIVITIES FOR DOMESTIC BANK HOLDING COMPA­
NIES (a) and (b) is amended to restrict activities of a domestic Bank Holding Company 
and its subsidiaries, (c) is amended for a technical change, (d) is repealed.

19. 3 AAC 02.150 PERMIT TO OPERATE A BANK HOLDING COMPANY is amended to 
provide for a one-time permit for a bank holding company with continued annual 
financial reports.

20. 3 AAC 02.155 EXTENSION OF CREDIT BY A BANK TO THE BANK’S HOLDING
COMPANY OR SUBSIDIARIES OF THE HOLDING COMPANY (a) is amended to cover 
all holding companies, not just domestic ones, (b) and (c) are repealed and covered 
in 3 AAC 02.125.

21. 3 AAC 02.160 REQUIREMENTS TO FORM A DOMESTIC BANK HOLDING COMPANY
(a) is amended to be consistent with the new Banking Code.

22. 3 AAC 02.165 EXISTING CORPORATION QUALIFYING AS A DOMESTIC BANK
HOLDING COMPANY is repealed and covered in 3 AAC 02.150(b).

23. 3 AAC 02.170 CERTIFICATE OF AUTHORITY OF A DOMESTIC BANK HOLDING
COMPANY is repealed.

24. 3 AAC 02.175 CHANGE IN CONTROL OF A BANK HOLDING COMPANY (a) is
amended to require the department to approve changes in control of a domestic BHC.
(b) is amended to require immediate subsequent notice for change in control of an out- 
of-state BHC.

25. 3 AAC 02.185 BANKING RELATED ACTIVITIES (a) and (b) are amended to be con­
sistent with the new AS 06.05.272. (g) is new to permit state chartered banks to offer
a courier service to their customers.

26. 3 AAC 02.190 LETTERS OF CREDIT (a) is amended to relax regulatory control, (c)
was deleted.

27. 3 AAC 02.195 BORROWING is amended for technical changes.

28. 3 AAC 02.197 PLEDGE OF ASSETS is new to clarify AS 06.05.260.
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29. 3 AAC 02.200 BANK SUBSIDIARIES is new to clarify permissible activities for state 
chartered bank subsidiaries.

30. 3 AAC 02.205 BANK INVESTMENTS is new and makes specific the new AS 06,05.270
(a) and (b).

31. 3 AAC 02.209 APPLICATION FOR CERTIFICATE OF INCORPORATION is new, split­
ting the old 3 AAC 02.210 into 2 sections - this new section and the new 02.210.

32. 3 AAC 02.210 APPLICATION FOR CERTIFICATE OF AUTHORITY (a)-(e) are repealed
and contained in the preceding section and (f) and (g) have been amended to become
(a) and (b).

33. 3 AAC 02.212 SOLICITATION MATERIALS (a) is amended to apply to any stock 
subscriptions. Minor changes have been made to information that must be disclosed 
to the department.

34. 3 AAC 02.215 APPLICATION FOR BRANCH OR CHANGE OF LOCATION (b) is 
amended for technical changes and is added to apply to .nternational branching .

35. 3 AAC 02.217 APPLICATION FOR A MOBILE FACILITY is amended for technical 
changes.

36. 3 AAC 02.219 OFF-PREMISES CUSTOMER-BANK COMMUNICATION TERMINALS is 
repealed.

37. 3 AAC 02.310 MERGER (a) is amended to also apply to the situation where an 
interstate or international bank branches in Alaska through the purchase of an Alaska 
bank, (b) is amended to remove specific directives relating to internal corporate actions,
(c) is deleted and moved to the application section.

38. 3 AAC 02.320 CONSOLIDATION is amended with revisions similar to the preceding 
section on Mergers.

39. 3 AAC 02.325 CONVERSION is amended with technical changes similar to the preced­
ing section.

40. 3 AAC 02.330 ADOPTION OF CONVERSION, MERGER OR CONSOLIDATION PLANS 
and 3 AAC 02.340 ARTICLES OF CONVERSION, MERGER OR CONSOLIDATION are 
repealed.

41. 3 AAC 02.340 ARTICLES OF CONVERSION, MERGER OR CONSOLIDATION are
repealed.

42. 3 AAC 02.350 APPLICATION FOR CONVERSION, MERGER, OR CONSOLIDATION 
is amended for technical changes to make the section apply to interstate and interna­
tional bank mergers and consolidations.

43. 3 AAC 02.360 DISSENTING SHAREHOLDER RIGHTS is repealed and reenacted to 
simplify the process and adopt the corporation code process by reference.

44. 3 AAC 02.420 DEBT COLLECTION PRACTICES is repealed.

45. 3 AAC 02.910 DEFINITIONS is amended to simplify the definitions.



These regulations took effect on January 10, 1994. These emergency regulations will expire 
May 9, 1994 unless made permanent by the Department of Commerce and Economic Devel­
opment, Division of Banking, Securities and Corporations.

Notice is also given that the Department of Commerce and Economic Development, Division 
of Banking, Securities and Corpora.ions intends to make these regulations permanent under 
AS 44.62.260. Notice of these permanent regulatory changes was issued by the department 
on July 12, 1993, and period for public comment ended on August 20, 1993.

This action is not expected to require an increased appropriation.

Copies of these regulations may be obtained by writing to:

Division of Banking, Securities and Corporations
P.O. Box 110807
Jun .au, Alaska 99811-0807.

DATE:
at Juneau, Alaska

/ v
Willis F. Kirkpatrick. 
Director

l



ADDITIONAL EMERGENCY REGULATIONS NOTICE INFORMATION
AS 44.62.190(d)

1. Adopting agency: Division of Banking, Securities, and Corporations

2. General subject of regulation: Implement, interpret and make specific SLA 1993, Ch. 26, the
Recodification of the Banking Code.

3. Citation of regulation: 3 AAC 01.010; 01.020; 01.030; 01.96 ; 01.910; 02.010; 02.020; 02.030; 
02.110; 02.112; 02.115; 02.120; 02.122; 02.125; 02.130; 02.135; 02.141; 02.145; 02.150; 02.155; 02.160;
02.165; 02.170; 02.175; 02.185; 02.190; 02.195; 02.197; 02.200; 02.205; 02.209; 02.210; 02.212; 02.215;
02.217; 02.219; 02.310; 02.320; 02.325; 02.330; 02.340; 02.350; 02.360; 02.420; 02.910.

4. Reason for the proposed action:

( ) compliance with federal law

(X) compliance with new, or changed, state statute 

( ) development of program standards 

( ) other:

5. Cost of implementation to the state agency and available funding (in thousands of dollars)

Initial Year Subsequent
FY Years

Cost $ _____ -0- $ _____ -0-

General funds $  -0-   $ ________

Federal funds $ _____ -0- $ _____ -0-

6. Contact person for the regulations:

Kristi Peel
Administrative Assistant 
Division of Banking, Securities, 

and Corporations 
P.O. Box 110807 
Juneau, AK 99811-0807 
(907) 465-2521

Origin of tire proposed action: 

(X) staff of state agency 

( ) federal government 

( )  general public 

( )  petition for regulation change 

( ) other:

~ - ' J  . . . ______________  Date: ^  / . ' J ’
Willis F. Kirkpatrick, Director 
Division of Banking, Securities, and Corporations

KI7tnme058.kp
071293b



Official Business

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

Office o f  the C h i e f  Clerk

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

o '

Slate Capitol. Rm 214 
Juneau, AK 99801-1182 

(907) 465-3725

4/27/93

C O N C U R R E N C E

T he H ouse has passed  CSSB 149(FIN ) w ith the fo llow ing  am endm ent:

H O U S E  CS F O R  CS FO R SE N A T E  BELL N O . 149(JU D)
"A n A ct rev ising  the law s govern ing  financia l in sd tu tions and reladng  to trust com panies, the 
A laska Sm all L oans Act, and  the P rem ium  F inancing  A ct; am ending  A laska R ule  o f  C rim inal 
P rocedure  17 and  A laska R u le  o f  Civil P rocedu re  45(b); and provid ing  fo r an effective date."

and it is transm itted  for consideration.

 . T . J

JC  Shine, C h ief C lerk

PASCAL NOTE:

Sen. Halford 
Sen. Jacko 
Sen. Taylor 
Sen. K>o\V

—7— 1— 4 ------------------------(pnm e sponsor)
Sen.  ________________

(Chair, last com m ittee) 
Sen. Pearce, Co-Ch., F inance 
Sen. Frank, Co-Ch., Finance



Law Office o f  Jeff Bush 
Senate Building 

175 S. Franklin St., Ste. 315 
Juneau, AK 99801 

(907)463-4150 
Fax: 463-4122

January 20, 1993

T he H onorable  Tim  Kelly 
Senator
A laska S tate  Senate 
S tate  Capitol 
Juneau, A K  99801-1182

D ear Senator Kelly,

I am the  attorney  hired by the Division o f  Banking, Securities and C orporations to  
draft the recodification o f  the Alaska Banking Code. As you probably know , I w orked for 
several years in the A ttorney General's Office, generally representing the D epartm ents o f  
C om m erce & Econom ic D evelopm ent and Revenue. In that capacity, I represented  the 
division :n several legal m atters and w orked closely w ith D irec to r K irkpatrick  in the 
various banking issues that faced the division during the 1980’s. In 1991 I also served 
briefly as the sta te 's  R egulations A ttorney, coordinating the drafting, in troduction, and 
eventual review  o f  legislation on behalf o f  the Adm inistration.

L ast session, at the governor's request, the legislature appropriated  funds to  pay 
for an outside consultant to  w ork with the division to  recodify the banking code, which is 
w oefully o u t o f  date. I w as aw arded this contract. In addition, my con tract calls for 
recodification o f  A laska's banking regulations. A first draft o f  these regulations, which 
w ould  be adopted  in conjunction with the effective date  o f  this legislation, is alm ost 
com plete.

I understand  you are considering sponsoring this legislation. O nce you  have had 
an opportunity  to  look at this package, I believe you will understand the im portance o f  this



proposal. D uring  the drafting process, w e have w orked closely w ith the  state banks to  
com e up w ith  a bill that is not only acceptable, but w orthw hile, to  them . In addition, I do 
not believe there  is any reason for the national banks located in Alaska to  object in any 
w ay to  o u r proposals. In sho rt,%this piece o f  legislation should have few, if  any, 
opponen ts, and plenty o f  supporters.

W illis and I w ould like to  m eet w ith you to  discuss the specifics o f  this bill at your 
earliest convenience; he can be reached at 465-2521, o r you can call m e a t the num ber 
above. T hank  you for your consideration o f  this proposal, and I look forw ard to  w orking  
w ith you  in an effort to  ge t it passed this session.

Sincerely,

enclosure: Jan. 20 Bill D raft & Sectional Analysis

cc: W illis K irkpatrick



I

RECODIFICATION OF THE ALASKA BANKING CODE 
SECTIONAL ANALYSIS

Section 1. This is current AS 06.05.025 and 06.05.040, mostly with 
minor technical changes. Recognizing that examiners should not be 
precluded from mrerely investing in banks, we have changed the 
provisions to allow an examiner to own up to 5% of the voting stock 
of another institution; this will allow simple investments but will 
not permit an examiner to have a controlling ownership interest in 
a bank.

Since the department examines all financial institutions, not 
just banks, the provisions relating to exams have been moved to AS
06.01, the chapter that applies to all financial institutions.

Section 2. Changed to bring the section up to date, given that the 
list of federal agencies in the current statute is inaccurate. The 
change will make the statute apply regardless of what changes occur 
in the future to the names of the federal agencies.

Also, at the banks' request, "corresponding" was removed in
(2) to allow the department to equalize competition between 
financial institutions regardless of what they are called.

Section 3. Current AS 06.05.060(a) and (b) . Only change is to 
clarify that this section applies only to records relating to 
financial institutions, not all records of DCED.

Section 4. (a) - (c) . New cease and desist provisions, to more
accurately set out the procedure used by the department; existing 
law has been confusing. These new subsections are generally taken 
from the FDIC Act (12 USC 1818(b) (1)) and the Alaska Securities Act 
(AS 45.55.200(a)), both of which have proven track records.

(d) Current (b) , amended to make it clear that public hearings 
need not be held in cease and desist proceedings.

(e) “ (9)• Current (c) - (e), without change.

Section 5. This section consolidates all penalty provisions from AS 
06 relating to financial institutions. Existing penalty 
provisions, scattered throughout the code, are repealed in this 
bill.

(a) The criminal sentences on individuals are generally kept 
the same as in current law. However, this will raise the potential 
corporate sentences from the current $20,000 ($1000 for trust
companies) to $200,000, under AS 12.55.035(c)(B). This subsection 
supersedes current AS 06.05.065(e), 06.05.090(c), 06.05.210(b),
06.05.235(d), 06.05.520, AS 06.20.320(b), and AS 06.25.320.

(b). Supersedes current AS 06.40.160(b).
(c) . This is consistent with current AS 06.05.380(c), 

06.05.500, and AS 06.25.060; current AS 06.05.510 seems to make it 
only a misdemeanor for the same violations, but a single consistent 
penalty is more appropriate in all these cases. Supersedes current
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AS 06.05.380(c), 06.05.500, 06.05.510, AS 06.25.060, 06.25.070, and 
AS 06.45.320.

(d). Under the Credit Union Act, this is currently a Class A 
felony (AS 06.45.330). The general criminal law makes defrauding 
creditors a misdemeanor for up to $500, a Class C felony for $500 
to $25,000, and a Class B felony for more than $25,000 (AS
11.46.730(c)). We have decided to go with the Class C felony for 
these cases. Supersedes AS 06.05.490 and AS 06.45.330.

(e) and (f). For intentional violations of the code or the 
department's orders; taken from Securities Act, AS 45.55.200(b). 
Note that (e) also applies to people who cause others to violate 
the code or department orders. A person assessed an administrative 
penalty would have a right to a hearing under AS 06.01.030. The 
differential rates for institutions as opposed to individuals is 
common in other states. See FL and OR below. For point of 
reference, here is a summary of wnat some other states allow for 
administrative fines:

IN allows up to $15,000 per violation (sec. 28-11-4-9).
GA allows $1000 per day per violation, until corrected (sec. 7-1- 

91) .
OR allows $2500 per violation for individuals, $50,000 for 

institutions (sec. 708.980).
FL allows $10,000 per day if the violation is due tc 

recklessness; and $50,000 per day for individuals and $500,000 per 
day for institutions if the violation is intentional (sec. 
655.041).

By the way, the FDIC penalties are also very high —  $25,000 per 
day for reckless actions, up to $1 million per day for intentional 
violations (12 CFR 308.116).

(g) . For non-intentional violations, taken from AS 
45.55.200(c); also applies to those who cause others to commit a 
violation.

(h) . Supersedes AS 06.01.010(c) and AS 06.05.505. These 
figures seem consistent with those used in other states. However, 
for late call reports the FDIC uses a sliding scale based on the 
size of the institution and whether the conduct is repetitious, 
charging from $100 to $2000 per day (12 CFR 308.132).

(i). Current AS 06.05.065(c).

Section 6. This section lists most of the department's powers with 
respect to banks. To the extent the list refers to powers 
contained elsewhere in the code, the reference here is unnecessary, 
but it does offer a relatively comprehensive laundry list. In 
addition, (b)(13) and (14) give the department essentially 
unlimited authority to issue orders to get compliance with the 
code.

Current AS 06.05.005(3) has been repealed; neither the 
department nor the banks could determine what it meant or what was 
its purpose. Some current sections have been repealed elsewhere 
and included in this section. They are

(a)(2). AS 06.05.070 is repealed, and here it simply states 
that the department will provide for bank records retention through

2
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regulations.
(b)(1). Current AS 06.05.030, although we have removed the 

authority of the department to relieve a bank from the examination 
fee; this seemed appropriate given that fees for specific exams 
have been replaces with an assessment system. See AS 06.01.010(_) . 

(b)(6). Current AS 06.05.005(2).
(b)(7). Includes current AS 06.05.015. In (J), we have added 

authority to require loan loss reserves for loans classified as 
"doubtful." We also eliminated reference to "FDIC" exams and 
substituted "federal" exams, to include the Federal Reserve Bank.

Section 7. Amended to make the reporting requirements as to 
signatures consistent with FDIC requirements, so that the same 
reports can be used by the banks for both state and federal 
agencies.

Section 8. Here and in Section 9 of the bill, references to state 
"charter" have been removed as obsolete. Also, we removed 
reference to "lending" institutions to make the terminology 
consistent with that used in the rest of the code.

Section 9. Adds an exemption for mortgage loans existing at the 
time of hire. This section will no longer disqualify a person from 
working as a bank examiner if the person has a home mortgage loan 
with a state bank.

Section 10. Amended to clarify that all actions of the department 
under this chapter, not just the adoption of regulations, are 
designed to promote a sound banking system.

Section 11. These changes are primarily stylistic, to clarify the 
section's meaning.

Section 12. Amended to provide that the notice of charges for new 
accounts need only be provided where accounts are opened; for 
example, there is no reason to require this at a bank's automated 
teller machine (ATM).

We will also clarify in regulation that "clearly post" can 
include using pampnlets or brochures, provided they are easily 
accessible and there is some notice or sign indicating their 
location.

Section 13. The phrase in current statute, "the extent necessary to 
meet the needs of customers," might be interpreted either to mean 
"to meet existing orders" or "to meet anticipated demands." This 
change, proposed by the banks, clarifies the meaning.

Section 14. The repealed language is all contained in other 
subsections —  the three day maximum closure is now contained in
(e) ; the branch bank variance is now in (f) . See Section 16, 
below.



Section 15. Many stylistic changes. We changed the notice 
requirement to be before closure, if possible, and otherwise as 
soon as possible after closure. Also, we removed the requirement 
that the Comptroller of the Currency be notified of these closures
—  that is a matter that should be left to the comptroller and 
federal regulation. Finally, at the suggestion of First Bank, we 
clarified the final sentence in the subsection.

Section 16. (d) . This is new, to cover the Key Bank ’’neighborhood 
day” situation. We will clarify in regulation that "normal 
business day” applies to any day the bank normally is open for 
business.

(e). Currently in (a) . The three day maximum closure applies 
not only to holidays, but also to board declared closures, but it 
does not apply to branch banks operating under a department 
approved different schedule.

(f). Currently the last sentence in (a).

Sections 17 & 18. At the request of the banks, we have changed this 
statute to clarify that bank records need not be released pursuant 
to subpoena. Given that subpoenas can be obtained routinely from 
the court clerk without judicial review, to permit release of the 
info in response to a subpoena would amount to an elimination of 
any customer confidentiality, and has resulted in a huge burden on 
the banks. Leg. Aff. - This may involve a court rules change. If 
so, in your opinion, please amend the title and add the appropriate 
section at the end of the bill.

Section 19. This is new, also at the request of the banks. The 
current cost of responding to information requests is very high, 
and it is reasonable to provide the banks with reimbursement for 
these costs.

Section 20. First, the subsection is modified to apply to all banks
—  the distinction of "commercial” banks is meaningless in Alaska 
law, and there was no reason for the exception for members of the 
federal reserve system. Second, the subsection has also been 
changed to provide that reserve requirements will be set by 
regulation be based on the bank's liquidity needs (rather than as 
a means of protecting against capital impairment). There has been 
confusion in the past over the purpose of the reserve requirements. 
It should be noted that the Comptroller sets reserve requirements 
in federal law, but those requirements are not based on a bank's 
liquidity needs, but rather as a method to manipulate the supply of 
money in the U.S. Finally, we have changed "reserves” to "reserve 
fund” to avoid confusion with loan loss reserves.

Section 21. This change will give the department more discretion in 
regulating problem banks. If a bank falls below the reserve 
requirements, it will not automatically be prohibited from making 
loans or paying dividends —  that will be up to the department.
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Section 22. This adopts the general lending limits used by the 
Office of the Comptroller of the Currency (OCC). The definition of 
"fully secured" will be put in regulation, probably requiring 
collateral equal to 100% of loan balance. The list of transactions 
not included in these calculations is generally taken from current 
subsection (b) , v/ith an addition in (2) of loans collateralized 
with assigned deposit accounts. This list is generally more 
liberal than OCC regulations, except for the requirement that 
cannery products and products in transit be insured to be exempt.

Section 23. Amended to make loans unconditionally guaranteed by 
the state, such as AIDEA, also not count toward the loans to one 
borrower limitations.

Section 24. Expands the prohibition for bank loans to include loans 
collateralized by stock of any of the bank's holding companies and 
to unsecured loans used to purchase stock of either the bank or its 
holding companies. Adds an exception to this rule for situations 
of bank acquisitions or mergers, with department approval.

Section 25. (g) . New provision allowing the department to adopt
regulations defining when a loan made in the name of one person or 
entity will be attributed to another for purposes of calculating 
the lending limits in this section. This is taken from the 
recommendations of Montana's advisory committee that reviewed that 
state's banking code.

(h). New subsection to allow the department to restrict loans 
of certain classes, based on the type of security (condominium 
loans, for example). It is not anticipated at this time that this 
section will be used, but the department needs this authority, 
particularly if another bank crisis were to arise.

Section 26. (a) . Combines existing (a) , (c) , and (d) . Specific
loan-to-value (LTV) and term restrictions have been eliminated and 
replaced with a requirement that real estate loans be made 
consistent with sound bank policies. Also, the section's 
application is expanded to apply to all loans where the primary 
security for the loan is real estate, not just those on improved 
real estate; thus, current (e) and (f) were eliminated along with 
AS 06.05.206 and AS 06.05.211. Existing (g) has been eliminated as 
obsolete.

(b) . From current subsection (b) ; changed to apply to all 
junior liens, not just seconds.

Section 27. Several changes are proposed to this subsection. 
First, we clarify that all normal lending restrictions apply to 
loans to directors, officers and bank employees, in addition to the 
specific limitations of this section. Second, directors are added 
to those subject to this section. Third, the threshold for 
application of the section is raised to $100,000 in the aggregate, 
and up to $250,000 for personal primary residences of directors, 
officers and employees. We have also repealed the final sentence,
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since loans are defined in AS 06.05.540 to include overdrafts, 
maJcing this sentence unnecessary.

There has been some confusion in the past whether a bank's 
board of directors could act through a committee for the approval 
of these loans. AS 10.06.468, incorporated under this act, would 
allow this, except for loans to directors which would still require 
full board approval.

Section 28. This section has been amended to remove specific LTV 
and term restrictions, and make these loans generally subject to 
the same restrictions as all real estate loans under AS 06.05.207.

Section 29. Changed to make this merely a prohibition; penalties
are provided in AS 06.01.035 for all violations of the code,
including this section.

Section 30. This section has been confusing and somewhat
controversial in the past. We have rewritten it to make sense. 
The standard adopted here is strongly supported by the banks,
because they feel that a simple negligence standard might 
discourage people from becoming bank directors.

Section 31. This section probably could be repealed, since federal 
law arguably preempts the state law. (We have repealed AS
06.05.220 for this reason.) However, for clarity, this section is
left in. The reference to AS 06.05.220 has been changed to refer 
directly to the applicable federal statute.

Section 32. The section currently is incorrect in its reference to 
"real estate," since it actually applies to both real and personal 
property, so this has been fixed. Also, the section has been
broadened in several respects, to allow a bank to hold

1) property used for promotional purposes, such as a boat; of 
course, any asset so held will have to be used exclusively for bank 
purposes;

2) a building in which bank offices are located, even if only 
a portion of the building is used for the bank (this is already 
being done by several Alaska banks, arguably in violation of 
present law); and

3) real estate for future expansion, subject to prior 
department approval.

As for the reference to bank building corporations, these are 
now covered under the section relating to subsidiaries, AS 
06.05.272.

Section 33 . Conforming amendment, since provisions relating to out- 
of-state bank holding companies (BHC's) have been moved to new AS 
06.05.521.

Section 34. We have added a permitting system for all bank holding 
companies that wish to purchase a bank or bank holding company 
doing business in Alaska.
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S e c t i o n  3 5 .  C o n f o r m in g  a m e n d m e n t .

Section 36. New subsection, taken from current 3 AAC 02.910(b). 
This provides for an exemption to the normal rules applicable to 
BHC's, and it is more appropriate for the exemption to be in 
statute, rather than regulation.

Section 37. Technical changes to make it clearly consistent with AS 
06.05.205.

Section 38. Technical changes to make the language consistent with 
AS 06.05.230.

Section 39. There are several proposed changes to this section. 
The amendments add an exemption from borrowing limits for 
repurchase agreements; raise borrowing limits without necessary 
department approval from 100% of capital and 50% of surplus to 15% 
of assets —  this will be an approximately 50% increase in the 
limit for most banks (this new standard, 15% of assets, is
currently used in the Mutual Savings Bank Act, AS 06.15.180(2)); 
remove a redundancy regarding borrowings approved by the
department; and finally, the adjective "unimpaired" is meaningless 
and confusing, and is therefore removed.

Section 40. In (2), the change clarifies that when a bank pledges 
property for a mortgage, the pledged property must be the subject 
of the purchase transaction. Also adds a new paragraph (3) , as 
suggested by several banks, to permit a bank to pledge assets to a 
federal reserve bank or a federal home loan bank. This language 
was taken from WY, sec. 13-3-203. (However, such borrowings will 
still be subject to limitations of AS 06.05.255.)

Section 41. This is current AS 0u.05.485. Leg. Aff.: Is there any 
chance the issuance of a warranty deed by a bank could be 
interpreted as falling under this prohibition? If so, we need to 
clarify that this does not apply to such deeds.

Section 42. This bill repeals the list of specific permissible bank 
investments in statute. These specific investments, as well as 
others that may be appropriate, will now be set out in the
regulations. This is important, because new investment
opportunities seem to come up frequently, and requiring the 
department to get legislation passed each time has proven 
burdensome and unpredictable.

Section 43. (a) . Adds a provision to permit banks to have
subsidiaries, in most cases subject to department approval. The 
department intends to approve limited underwriting activities, 
probably on a case-by-case basis. "Subsidiary" is defined in AS 
06.05.540 to be corporation more than 50% owned by the bank.

(b) . Sets a limit on the amount a bank may invest in 
subsidiaries, and clarifies that a bank may not use its lending
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authority to avoid the investment limits.
(c). Makes it clear that subsidiaries are subject to 

examination.

Section 44. Clarifies that these are alternative requirements.

Section 45. Prohibits nonbank bank - similar to WY sec. 13-9-302.

Section 46. (a) . Makes the Alaska Corporations Code applicable to
banks.

(b). Sections of the Corporations Code that are inapplicable 
to banks are as follows:

AS 10.06.010(4-8). General corporate powers, specifically 
limited here and elsewhere for banks.

AS 10.06.105(a). Requires a corporation to have "inc.," ltd." 
etc. in its name.

AS 10.06.325/ 10.06.385 - 10.06.388, 8 10.06.420(1). Deal with 
redemption of shares; This revised banking code sets up specific 
provisions for stock redemption in AS 06.05.320.

AS 10.06.356. Permits shares to be held by nominees. This is 
inconsistent with the philosophy behind AS 06.05.450, that all 
shareholders and the department have a right to know all 
shareholders of a bank.

AS 10.06.358 - 10.06.360. Dividends; covered by AS 06.05.440 - 
06.05.445.

AS 10.06.370. Specifically applies only to regulated 
investment companies.

AS 10.06.430. Provides that the "books and records of account" 
of a corporation must be available for inspection by shareholders.
To avoid anyone misinterpreting the code to allow a shareholder to 
see a bank examination, this was excluded.

AS 10.0 6.453. Provides that the number of directors may be one 
or more, and if not designated, three. Current banking code (AS 
06.05.435) requires at least five directors, and we have retained 
that in this recodification.

AS 10.06.460(b). Restricts reasons a director may be removed.
We have provided for removal of bank directors by the department.

AS 10.06.485. Loans to directors, officers and employees; 
already covered in AS 06.05.210.

AS 10.06.522 - 10.06.526. Reorganization of corporations in 
bankruptcy; this is covered for banks under liquidation provisions.

Article 8 (AS 10.06.530 - 10.06.582). Organic change (mergers, 
etc). These are covered under AS 06.05.462.

Article 9 (AS 10.06.605 - 10.06.678). Dissolution; also 
covered under liquidation article. 1

Article 10 (AS 10.06.705 - 10.06.788). Foreign corporations; 
covered under new article on interstate and international banking.

Article 11 (AS 10.06.805 - 10.06.868). Biennial reports and 
corporate tax. Banks pay an assessment under AS 06.01.010 and are 
subject to annual examination and frequent reporting requirements.

AS 10.06.863. Appeal of foreign corporation to Superior Court 
for revocation of certificate of authority; all appeal processes
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for banks will be handled under AS 06.01.
AS 10.06.865 fi 10.06.915. Appeal to commissioner for refusal 

or cancellation of certificate of authority; all appeal processes 
for banks will be handled under AS 06.01.

AS 10.06.960. Applies only to native corps.
AS 10.06.990(30) & (36). Definitions for "paid in capital" and 

"retained earnings"; we have provided definitions for all aspects 
of a bank's capital accounts in AS 06.05.540.

Section 47. (a). Raises minimum capital requirements to $2 million 
for banks in Anchorage and Fairbanks, $1 million for other 
communities (to allow possible formation of small community banks). 
However, this clarifies that these are absolute minimums, and that 
the actual requirements will be set in each case by the department. 
(At present, all Alaska banks have capital amounts far greater than 
these minimums.)

(b) . To the extent this may be interpreted as inconsistent 
with AS 06.05.320, we have amended that section to allow stock 
redemptions if approved by the department. Otherwise, technical 
amendments only.

(c). Technical amendments only.

Section 48. Present AS 06.05.310 provides for an assessment of 
shareholders procedure that the department may purportedly order 
when a bank's capital is impaired. Since this process is 
essentially unenforceable and, in our experience, unreasonable, 
this assessment procedure is repealed here and replaced with a 
simple process for the department to order a bank to increase 
capital, in whatever manner the bank chooses. This new section is 
taken from Indiana (sec. 28-13-4-7).

Section 49. Changed to permit bank stock redemptions with 
departmental approval.

Section 50. Changed to require prior department approval before any 
significant change in bank ownership or before a change in bank 
control.

Section 51. Clarified to ensure that all stock sales are subject to 
this requirement, not just those at the corporate formation stage. 
Revisor: Please amend section title accordingly.

Section 52. Present AS 06.05.345 is split; new AS 06.05.344 deals 
with the application for approval process, while AS 06.05.345 
retains the provisions relating to articles of incorporation.

(a). Current AS 06.05.345(c). Clarifies that prior approval 
of director for bank plan is required before articles of 
incorporation will be issued. Also eliminates requirement for 
triplicate filing of articles (also changed in (h)).

(b) . Current AS 06.05.345(d). The amount that an applicant 
must submit to the department has been doubled to $2000; this will

9



afford the department a bit more protection, assuring a better 
chance of repayment of its costs. Current amounts charged have 
been in statute at least since 1978 and need raising. By way of 
comparison, OR charges a non-refundable $2500 (sec. 707.070).

(c). Current AS 06.05.345(e).
(d). Current AS 06.05.345(f).
(e). Current AS 06.05.345(g).
(f) . Current AS 06.05.345(h). Change to (4) is designed to 

clarify that the capital requirements are those set by the 
department. Otherwise, one technical change, and one other change 
to not duplicate the Corporations Code.

(g). Current AS 06.05.345(i) .
(h). Current AS 06.05.345(j).

Section 53. Changed to incorporate the Corporations Code, and then 
eliminates requirements already covered by that code. Also, (2) is 
clarified to make sure that no-par stock is not allowed, and (3) is 
clarified to allow articles to say "5 to 25" directors, instead of 
giving a specific number.

Section 54. Allows amendment of articles by a majority of 
shareholders, or more —  this is consistent with the Corporations 
Code, AS 10.06.504 - 10.06.508. As for filing amendments to
articles, these will be done in the manner provided in the 
Corporations Code.

Section 55. Amended to clarify that certificate of incorporation 
comes first, certificate of authority later. Incorporation allows 
a bank corporation to set up a facility and get subscriptions paid 
in, but not to do any banking business. AS 06.05.395 has been 
merged with this subsection.

Section 56. (b) (1) . This is the same as AS 06.05.380(b) ; the latter 
has been repealed. Also, the department does not require a bank to 
carry a specific amount for undivided profits, so that has been 
removed.

(b) (4) . This is repealed because we will no longer be 
requiring FDIC insurance in all cases. See Section 58.

Section 57. Current AS 06.05.480.

Section 58. Changed to make FDIC insurance optional, at the 
department's discretion. This is primarily designed to allow for 
the formation of small community banks, and to allow other banks to 
use alternative insurance if it becomes available. REVISOR: Please 
correct title to this section.

Section 59. Conforming amendment.

Section 60. (a). Most of the requirements of this section that are 
deleted are covered in the Corporations Code, particularly AS 
10.06.223.
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(b). Provides that the executive offices of the bank must be 
designated in the articles or bylaws, and a current copy of the 
bylaws must be kept on file with the department. We are 
eliminating any definition of executive or managing officers from 
the code.

Section 61. These are almost all technical changes, except for
(f) (3) , which is eliminated because we are eliminating the 
requirement for FDIC insurance. As for (a) , the amounts have been 
raised for processing an application —  see comments to new AS 
06.05.344 in section 52 of the bill.

Section 62. ATM's will no longer be subject to general branching 
laws; there is no reason that the lengthy application process for 
a branch should apply to a bank's opening of an ATM.

(a). Permits banks to set up wholly-owned ATM's in bank 
offices without department approval; these machines may be 
exclusively for use of the bank's customers.

(b). Permits a bank to establish a wholly-owned ATM outside 
the bank with prior approval of the department; these machines must 
be made available to other banks.

(c) . Simplified application process for ATM's that are off 
bank premises, generally taken from Arkansas sec. 23-32-1304.

(d) . Permits bank to invest in an ATM corporation (like 
Options). These operations will not be directly regulated by the 
department, although the investments themselves will still be 
subject to safety and soundness considerations upon examination.

Section 63. Repealed language will permit staggered terms for bank 
directors like that provided in the Corporations Code, AS 
10.06.455.

Section 64. Added language will allow the qualifying minimum amount 
of stock that a director must own to be jointly held, and will 
allow the department to approve other situations when a director 
need not meet the minimum ownership requirements, such as where the 
bank is wholly owned by a bank holding company.

Section 65. (f). From current AS 06.05.437(b).
(g). New, to give department authority to remove or object to 

certain persons as directors. Taken generally from FL and GA.

Section 66. (a). First repealed sentence is covered by AS
10.06.483(b). Second sentence is amended to allow the board to 
pick the best possible person for CEO of the bank, even if that 
person is not on the board; if the bank chooses a non-board member 
as CEO, that person becomes an ex officio member of the board, to 
make sure he/she is kept aware of what the board is thinking and 
doing.

(b). We moved the requirement to report changes in directors 
to the previous section, which deals specifically with directors.



Section 67. Although the department cannot actually order that an 
employee of a bank be fired —  that is the sole responsibility of 
the board —  this subsection will allow the department to 
essentially recommend an employee's removal, if necessary; if the 
board refuses, the directors risk personal liability should damages 
occur thereafter due to the fault of the employee. This change was 
recommended by the Conference of State Bank Supervisors (CSBS).

Section 68. Minor change to clarify that board meetings are held 
for many purposes, not just to investigate the affairs of the bank.

Section 69. (e) . Allows teleconference board meetings; taken from 
the Corporations Code, AS 10.06.475(a).

(f). Present AS 06.05.238.

Section 70. Clarifies that dividend distributions are subject to 
possible restrictions under AS 06.05.307(c).

Section 71. Generally just technical changes; clarifies that 
requirements of this section are in addition to those in AS 
06.05.442.

Section 72. Changed to allow a bank, with department approval, to 
carry a negative balance in the undivided profits (U.P.) account, 
and prohibits dividends until this negative U.P. account balance is 
replaced and the surplus account is fully restored.

Section 73. This section has been combined with AS 06.05.443.
(a). Currently the first part of sec. 443.
(b) (1). Current sec. 443 (1) and (2); there was no reason for 

a one-year provision for judgments, so this was eliminated. This 
is consistent with departmental powers in AS 06.05.005(b)(8)(K).

(2). Current sec. 445(1); the reference to "debt" is 
changed to make it clear that this refers to money owed to the 
bank, not by the bank.

(3). Current sec. 445(2).
(4). Current sec. 443(3).
(5). Current sec. 445(3); under this proposal, stock may 

also be carried at market value, rather than par.
(6). Current sec. 443(4).

Section 74. Modernized to allow for the maintenance of this record 
of shareholders in a form other than a book. Also, clarifies that 
inspection of the record is available for the department, while 
shareholders will have access to a list of current shareholders. 
Before each annual meeting, the bank will also need to comply with 
AS 10.06.413, which requires preparation of a list of shareholders, 
including names, addresses and numbers of shares owned.

Section 75. Technical amendments only.

Section 76. AS 06.05.466 currently set out a procedure for
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dissolution of a bank before issuing a certificate of authority. 
The proposed revisions to this section retain the same grounds for 
dissolution in these situations, but permit such a dissolution to 
be effected as with any other corporation under the Corporations 
Code.

Section 77. (a). This is generally taken from current AS
06.05.470(a), although it has been expanded to clarify that the 
department may close and take possession of a bank for violations 
of the banking laws or orders of the department.

(b) - (c). This clarifies the process for bank takeovers by 
the department. Under the Supreme Court's decision in Hoffman v.
State. __ P.2d __, No. 3845 (Alaska May 29, 1992), an opportunity
for hearing must be provided to interested parties before a bank 
may be liquidated by state or federal authorities. Since, as a 
general rule, it is in the best interest of the public and 
depositors to minimize the time a bank is closed when it is being 
liquidated/transferred, the procedure set out in these subsections 
provides for hearing at the time the department first identifies 
the bank's problems and confronts the board with them.

(d) . This is present AS 06.05.470(d); however, we have reduced 
the time allowed to request a hearing to two days, to expedite the 
process and enhance the chances that the bank will be reopened.

Section 78. Repealed language is now contained in sec. 468(c).

Section 79. Clarifies that transfers in anticipation of department 
takeover for whatever reason, not just due to insolvency, are 
voidable. New language is taken from current AS 06.05.495, which 
is repealed.

Section 80.
AS 06.05.472. This section is essentially just a 

recodification of current AS 06.05.470(f), vj) and (k).
AS 06.05.473. Recodification of current sec. 470(1) - (n) . In

(a)(1) and (2), the values were raised from $10,000 to $100,000, 
because the FDIC has complained that the lower amount requires 
frequent, unnecessary court appearances. In (a)(3) , also at the 
request of the FDIC, the provision was changed to allow a receiver 
to make partial distributions before a final accounting is 
prepared.

AS 06.05.475. Existing sec. 470(j) - (y), generally with only 
technical amendments.

(c). Present sec. 470(p) and 465(f) , but modified to allow the 
department to turn over unclaimed property and safe deposit box 
contents to the Department of Revenue under the Unclaimed Property 
Act at the conclusion of the liquidation, rather than having to 
hold the property for five years.

(g) . Clarifies that secured claims based on pledged assets 
under sec. 260 fall behind the general depositor preference.

AS 06.05.477. Current sec. 470(z).
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Proposed new AS 06.05.481 through 06.05.521 constitute the new 
article on interstate and international banking. Article 7 
currently deals with (1) prohibited practices and (2) penalties. 
As for the prohibition sections, AS 06.05.480 was moved to 
06.05.350(d) and 06.05.485 to new 06.05.262. AS 06.05.495 is 
repealed, since it is the same as 06.05.470(g)(2). As for 
penalties, these sections have all been consolidated in proposed AS
06.01.035. AS 06.05.525, relating to Superior Court injunctions, 
has been repealed, because the department already has cease and 
desist powers that are enforceable in court, if necessary.

The new sections on interstate and international banking are 
loosely inspired by NY, IL and GA law. However, we have tried to 
think of what is specifically needed and desired in Alaska. 
REVISOR: Please correct the title to this article.

AS 06.05.481. (a). Authorizes international and insured non- 
Alaska banks to branch by purchasing existing Alaska institutions. 
"Interstate," "international," and "recently formed" banks are 
defined in AS 06.05.540.

(b) . Authorizes international banks, but not interstate banks, 
to de novo branch.

(c). Guarantees that interstate and international bank 
branches enjoy the same rights as other Alaska financial 
institutions; taken from NY.

AS 06.05.491. (a) . Note the FDIC requirement for non-Alaska US 
banks; OR has a similar requirement. For international banks, 
there is provided an in-state asset requirement —  see next 
section. Much of this is taken from IL and NY.

(k>) “ (9) • Application process for interstate and
international banks. These provisions are generally taken from AS 
06.05.399, the department's procedure for branch bank applications. 
Thus, these applications would be handled in the same general 
manner as other branch applications.

(d). Requires reciprocity for banks from other states, but not 
for international banks (taken from NY).

AS 06.05.501. (a) and (b) . Requires an international bank
operating a branch in Alaska to maintain assets in this state 
sufficient to cover all depositors. This section is taken from OR 
sec. 713.025.

(c). Provides that if the department takes over one of these 
branches, the in-state assets will be liquidated under the general 
liquidation statutes; inspired by IL law.

AS 06.05.511. (a). Essentially same as current AS 06.05.367,
which is repealed.

(b) . Requires branch to meet general reserve requirements 
applicable to state banks under AS 06.05.200, but allows 
appropriate, assets held for purposes of the minimum asset 
requirements of preceding section to be applied to this requirement 
as well.

(c). Provides that these branches will be subject to normal 
assessments for exams, but the assessment will be based on the 
branch's deposits, rather than its assets (since it is impossible
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to determine how much of the assets of a multi-state or multi­
national bank are attributable to the Alaska branch).

(d) . Provides that the parent interstate or international bank 
may be examined to protect Alaska's interests, in much the same 
manner as an out-of-state BHC can be examined.

AS 06.05.521. This is presently part of AS 06.05.235.
(a). Currently sec. 235(e). We have added a permitting system 

for all bank holding companies that wish to purchase a bank or bank 
holding company doing business in Alaska.

(b). Currently sec. 235(f).
(c) . Taken from 3 AAC 02.910(b).

Section 81. Many of these definitions are taken from the existing 
code. Ones that have been changed, or are new, are

(I). Taken from 3 AAC 910(a)(1).
(3). Several technical corrections.
(4). Changed to take out internal references to "branch" that 

make the existing definition circuitous, and exempts ATM's from the 
definition.

(5) . All aspects of a bank's capital are defined in this 
section, to remove the ambiguities that exist in current law. This 
definition of "capital" is generally taken from IN.

(6). From 3 AAC 02.910(a)(9).
(II). From current AS 06.05.235(h)(1).
(13). From AS 06.01.050(3).
(15). From OR, sec. 711.305 and AS 06.05.305(a).
(16). Loosely adapted from OR, sec. 711.405; (A) and (C) are 

the two traditional definitions for insolvency - see Annot. 81 ALR 
1160.

(17). Defines "international bank" as a bank that is from 
outside the United States.

(18). Defines "interstate bank" to include any bank chartered 
in a state other than Alaska and national banks operating outside 
Alaska.

(19) . From IN, sec. 28-1-13-1.2, with some modifications; note 
that it includes guarantees, overdrafts, letters of credit and loan 
commitments.

(20). From 3 AAC 02.910(a)(5).
(21). Current AS 06.05.235(h)(2), amended to exclude 

international bank holding companies from the requirement that they 
be registered with the federal government.

(22). From WY, sec. 13-1-101(a)(xii).
(23). Current AS 06.05.235(h)(3).
(24). Changed to remove the reference to charters, which no

longer exist in Alaska.
(25). In conjunction with new AS 06.05.272, proposed in this 

bill, this will allow banks to operate subsidiaries that are not 
directly in the banking business. This definition is taken from 
the Alaska Corporations Code and is the same as that used by the 
FDIC.

(26). Current law does not define the essential elements of
capital, which has caused some confusion in the past. This bill



simplifies the terminology and makes it consistent throughout, and 
then all terms used are defined here.

(28) and (29) . Define when a bank will be deemed to be in 
trouble.

Section 82. This has been changed to clarify that the provisions of 
the banking code apply to trust companies engaged in the business 
of banking.

Sections 83 and 84. Makes the Corporation Code applicable to banks.

Section 85. Clarifies that the Consumer Protection Act, while 
exempting transactions regulated under AS 06.05, applies to all 
other bank transactions, and in particular those between banks and 
their customers.

Section 86. Repealers:
AS 06.01.010(c). Now covered by AS 06.01.035(h).
AS 06.05.015. Included in new AS 06.05.005(b)(7).
AS 06.05.020. (a). All covered elsewhere in the code.
(b) . The first sentence is already covered by AS 06.01.030 (in 

this bill, subsection (g)). The rest duplicates common law, except 
for the last sentence, which is a labor law issue and should not be 
in the code.

AS 06.05.025. All provisions relating to examinations are now 
in AS 06.01. This section is contained in AS 06.01.015.

T.3 06.05.030. Moved to AS 06.05.005(b)(1); see notes to that 
provision.

AS 06.05.035. Already covered by AS 06.01.010.
AS 06.05.040. Moved to AS 06.01.015(a).
AS 06.05.055. Some of the info ((1) and (2)) is already 

essentially dor.2 , through the governor's legislative requests, and 
the rest either is unnecessary for legislators or is public info. 
This is an expensive annual exercise for the division (estimate is 
30 person-days) that is unnecessary.

AS 06.05.060. (a) and (b). Moved to AS 06.01.025, to apply to 
all financial institutions.

(c). Already covered in AS 09.25.110.
AS 06.05.065. (d) and (e) . Included in comprehensive

penalties section, AS 06.01.035.
(f). Definition no longer used in the code.
AS 06.05.070. Most of this section is obsolete. We have 

repealed it and simply provided in AS 06.05.005 that the department 
will adopt regulations for records retention (which it has already 
done in current 3 AAC 02.010).

AS 06.05.080. Already established in Alaska case law.
AS 06,05.085. Already covered by Alaska case law. Leg. Aff.: 

Please verify this and include a confirmation in the sectional
analysis. If I am wrong, do not repeal the section.

AS 06.05.090(c). This is included in comprehensive penalties 
section, AS 06.01.035.

AS 06.05.130. This section is essentially superseded in
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substance by the UCC, AS 45.04.406.
AS 06.05.175(c). This is already covered; any violation of the 

code is subject to discipline and/or enforcement action under AS
06.01.

AS 0^.05.185. The sections relating to trust companies (AS 
06.05.185 - 06.05.195) are obsolete and are therefore repealed. 
These provisions are already covered in the trust company act, 
specifically AS 06.25.065.

AS 06.05.190. See note to previous section.
AS 06.05.195. See note to repeal of AS 06.05.185.
AS 06.05.200(b) and (c). These are procedural matters that 

will be put in regulations. Also, the permissible list of deposits 
will be expanded to include deposits held by the Federal Reserve 
Bank and the Federal Home Loan Bank, to make the regulations 
consistent with current practice.

AS 06.05.205. (a). By regulation adopted under AS
06.05.438(c), a requirement will be inserted that when lending 
reports are made to the board, all loans over a specified amount 
(higher than $25,000 - probably $100,000) will be specifically 
identified.

(e). Already covered under sound lending practices.
(f). Obsolete.
AS 06.05.206. All special statutory restrictions on real 

estate loans are repealed in this draft of the code, except those 
still remaining in AS 06.05.207. Leasehold and development loans
are now covered by that section.

AS 06.05.208. This section is covered by AS 45.10.120(c).
AS 06.05.210(b). This is repealed and the substance moved to 

the comprehensive penalties section, AS 06.01.035.
AS 06.05.220. Already covered by federal law.
AS 06.05.232. The code has been drafted to provide that only 

a bank's subsidiary can enter into these types of leases. Thus, 
the section is repealed here, and a broad authority to enter into 
leases is included in new AS 06.05.272.

AS 06.05.235. (c). Already covered in powers of the department 
to adopt regulations.

(d). Covered by comprehensive penalties section.
(e) and (f). We have split this section in half, moving the 

provisions relating to out-of-state bank holding companies to new 
AS 06.05.521, in the article on interstate banking.

(h) . Definitions have been moved to the general definitions 
section, AS 06.05.540.

AS 06.05.238. This section belongs with the provisions 
relating to meetings of the board. Thus, it has been moved to AS 
06.05.438(f).

AS 06.05.255(c). This subsection was ambiguous and 
unnecessary.

AS 06.05.260(b). This subsection was probably unenforceable, 
definitely unclear and ambiguous, and arguably inconsistent with 
the state's depositor preference.

AS 06.05.270(b). Specific permissible investments for banks 
have been repealed and will now be set out in regulations. See
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comments to bill section 42.
AS 06.05.275. (a). Deleted as unnecessary and obvious.
(c) . Deleted as unnecessary. For clarity, if desired, we 

will put it into regulation.
AS 06.05.280(a) and (b). These are sufficiently handled by 

market forces, and they are unnecessary.
AS 06.05.300. Covered by AS 10.06.010.
AS 06.05.307. (d). Already covered by AS 06.05.205(b).
(e). Repealed as obsolete.
AS 06.05.325. Covered by the Corporations Code.
AS 06.05.330. Covered by AS 10.06.205. However, the 

Corporation Code provides that there can be only one incorporator, 
and this will now be allowed for banks as well.

AS 06.05.345. (b). Covered by the Corporations Code.
(c) “ (j)* Moved to new AS 06.05.344.
(k). Beginning of corporate existence is already covered in 

the Corporations Code.
AS 06.05.360. Foreign banks are permitted to engage in banking 

under new article 7.
AS 06.05.367. Most of this section is incorporated into new AS 

06.05.511. Paragraph (2) is removed because we are no longer going 
to require FDIC insurance.

AS 06.05.380. (a) and (b). are the same as 350(b)(1).
(c) . This is included in the comprehensive penalties section.
AS 06.05.390. Covered, with minor variations, by AS 10.06.490.
AS 06.05.395. Substance moved to and incorporated in AS

06.05.350(a).
AS 06.05.430. Covered by AS 10.06.405 and 10.06.415.
AS 06.05.435. (b). Covered by AS 10.06.223.
(e). Covered by AS 10.06.465.
AS 06.05.443. Combined with AS 06.05.445.
AS 06.05.465. Voluntary liquidations will now be covered under 

the same procedure as involuntary cnes, i.e. under the control of 
the department. See AS 06.05.468(a) in Section 77 of the bill. Of 
course, if a bank wishes to voluntarily dissolve and there is no 
reason for the department to get significantly involved, the 
department can appoint the existing board as receiver.

AS 06.05.470. This section has been split up to make it more 
manageable. The substance of this section remains essentially 
unchanged.

(a). Substance moved to sec. 468(a).
(d). Now sec. 468(d).
(f). Now sec. 472(a).
(j) and (k). Now sec. 472(b) and (c).
(1) - (n). Now sec. 473.
(o) - (y). Now sec. 475.
(z) . Nov; sec. 477.
AS 06.05.480. Moved to sec. 350(d).
AS 06.05.485. Moved to new sec. 262.
AS 06.05.490. Included in comprehensive penalties section, AS

06.01.035.
AS 06.05.495. Duplicative; same as sec. 470(g)(2).
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AS 06.05.500 - 06.05.520. Covered by comprehensive penalties 
section.

AS 06.05.525. Covered by AS 06.01.030.
AS 06.05.530. Obsolete.
AS 06.20.320(b). Covered by new comprehensive penalties 

section, AS 06.01.035.
AS 06.25.060. Covered by comprehensive penalties section.
AS 06.25.070. Also covered by comprehensive penalties section.
AS 06.25.320. Also covered by comprehensive penalties section.
AS 06.30. Repeals state Savings Association Act. Note to Leg. 

Aff.: Please do a STAIRS search on this repealer to catch and 
correct any references to this chapter elsewhere in x.he statutes.

AS 06.40.160(b). Covered by comprehensive penalties section.
AS 06.45.320. Covered by comprehensive penalties section.
AS 06.45.330. Also covered by comprehensive penalties section.



January 20, 1993 Draft

NOTE to Legislative Affairs: Please do a STAIRS search on AS 06.01 to catch any necessary 

conforming amendments in the rest of the statutes. Thank you.

N orm al T itle  and H ead ing

F o r  an A ct en titled  "An A ct am ending and updating the A laska Banking C ode and the supervisory 

pow ers o f  the D epartm en t o f  C om m erce and E conom ic D evelopm ent over banks, and p rov id ing  for an 

e ffec tive  d a te ."

* Section 1. AS 06 .01  is am ended by adding a  new  section to read:

Sec. 0 6 .0 1 .0 1 5 . E X A M IN A T IO N S, (a) T he departm ent shall select one o r m ore com petent 

persons to m ake exam inations o f  financial institu tions. T he  exam iner shall take  and subscribe an oath 

that the exam iner w ill honestly  and im partially  exam ine in to  and report the cond ition  o f  the institution 

as to assets and liab ilities and o ther in form ation  as m ay be  required  by the departm en t, that the 

exam iner w ill no t d isc lose  the inform ation  the exam iner ob tains through the  exam ination  to any person 

o ther than the departm en t, that a t the tim e o f  em ploym ent the exam iner is no t ob ligated  to o r the ow ner 

o f  any in terest in the  institu tion o r  an o fficer o r shareholder o f  the institu tion and that the  exam iner does 

not ow n m ore  than  five percen t o f  the voting shares and is not an o fficer o r em ployee o f  any o ther 

financial institu tion  in  this state.

(b) Irreg u la ritie s  in the conduct o f  a financial in stitu tion ’s business and any  v io lation  o f  law shall 

be p rom ptly  ca lled  to  the a tten tion  o f  the d irec to rs  o f  the institu tion by the departm en t. A copy o f  the 

report o f  exam ination  shall be  sen t to the institu tion  exam ined .

(c) F inancia l institu tions regulated under this title a re  subject to a t least one exam ination  each 

year. A dditional exam inations m ay be conducted  at the d iscretion  o f  the departm ent.
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* Section 2 . AS 0 6 .0 1 .0 2 0 (a) is am ended to read:

(a) N otw ithstand ing  o ther provisions o f  this title, the d e p a r tm e n t  [C O M M ISSIO N E R ] m ay by 

regulation au th o rize  financial institu tions, excep t licensees subject to AS 0 6 .2 0  o r AS 0 6 .4 0 , to exercise  

any o f  the p o w ers  conferred  upon, o r to be subject to any o f  the  lim ita tions im posed upon, a 

[FE D E R A L L Y  C H A R T E R E D  BA NK , TR U ST  C O M P A N Y , SA V IN G S A S SO C IA T IO N , 

F E D E R A L L Y  C H A R T E R E D  C R E D IT  U N IO N , OR O T H E R ] federally  chartered  f in a n c ia l  institution 

doing  business in this state w ith  deposits  in su re d  bv an  ag en cy  o f  th e  f e d e ra l  g o v e rn m e n t [W H IC H  

IS SU B JE C T  T O  T H E  R E G U L A T IO N S O F  T H E  U N IT E D  ST A T E S C O M P T R O L L E R  O F  T H E  

C U R R E N C Y , T H E  F E D E R A L  RESER V E B O A R D , T H E  F E D E R A L  H O M E  L O A N  B A N K  BO A R D , 

T H E  F E D E R A L  D E PO SIT  IN SU R A N C E  C O R PO R A T IO N , T H E  N A T IO N A L  C R E D IT  U N IO N  

A D M IN IS T R A T O R , OR T H E  SU C C E SSO R  OR SU C C E SSO R S O F  T H E M ], i f  the d e p a r tm e n t 

[C O M M IS S IO N E R ] finds that the exercise o f  the pow er o r  the im position  o f  the lim ita tion  both

(1) serves the public  convenience and advantage; and

(2) equalizes and m aintains the quality  o f  com petition  betw een  state  [-C H A R T E R E D ] 

financial institu tions and [C O R R ESPO N D IN G ] federally  chartered  financial institu tions.

* Section 3. AS 06.01  is am ended by adding a new section to read:

Sec. 0 6 .0 1 .0 2 5 . REC O R D S O F  D E P A R T M E N T , (a) In form ation  from  the records o f  the 

departm ent ob tained  through the adm inistration o f  this title  m ay be revealed  only w ith  the  consent o f  

the departm en t and  is not subject to subpoena.

(b) R epo rts  o f  exam inations m ade by  the departm ent shall be reta ined  for five  years.

* Section 4 . AS 0 6 .0 1 .0 3 0  is repealed and reenacted to read:

Sec. 0 6 .0 1 .0 3 0 . O R D ER S A N D  IN JU N C T IO N S; N O T IC E  A N D  H E A R IN G S; 

R E G U L A T IO N S , (a) W henever it appears to  the departm en t that a person  is engag ing , has engaged, 

o r is abou t to engage in an unsafe o r unsound practice  in conducting  the business o f  a  financial 

institu tion , o r  is v io la ting , has violated., o r  is about to v io late  any prov ision  o f  this title  o r  a  r e g u la r . !  

adopted o r  o rd e r  issued under this title , the departm ent may
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(1) issue and serve on the person a notice o f  in tent to issue an o rder d irecting  the person 

to cease  and desist from  continuing the act o r practice, o r im posing a  penalty  under AS 

0 6 .0 1 .0 3 5 (e ) -  (g); o r

(2) bring an action in the superior court to enjoin the ac t o r  practice .

(b) A no tice  issued under (a)(1) o f  this section shall contain a  sta tem ent o f  the  facts constituting 

the a lleged  v io lation  o r  the unsafe o r unsound practice, and shall g ive reasonab le  notice o f  and an 

oppo rtun ity  fo r a hearing to determ ine w hether an o rder to cease and desist the act o r  practice should 

be issued. I f  no hearing is requested w ithin 30 days, o r if  the person  served o r the p e rso n ’s 

rep resen ta tive  fails to appear at the hearing, the person will be deem ed to have consented to the issuance 

o f  the o rder. In the event o f  such consent, o r i f  the departm ent finds a t the hearing  that a v iolation or 

an unsafe o r unsound practice has been established, the departm ent m ay issue the o rd er to  cease and 

desist.

(c) A cease and desist o rder issued under (b) o f  this section m ay im pose a penalty  under AS 

0 6 .0 1 .0 3 5 (e )  - (g), and requ ire  the person to cease and desist from  the ac t o r p rac tice  and to take 

a ffirm ative  action  to correct the conditions resulting from  the act o r  practice .

(d) E xcep t for notices issued under (a) o f  this section, the departm en t shall g ive public notice 

. . . T H E  R E S T  O F  T H E  S E C T IO N  R E M A IN S  U N C H A N G E D , B E G IN N IN G  W IT H  T H E  

S E C O N D  L IN E  IN  C U R R E N T  (b).

* Section 5 . AS Gc.01 is am ended by adding a new  section to read:

Sec. 0 6 .0 1 .0 3 5 . PE N A L T IE S , (a) A person w ho w ilfully  and know ingly  violates, o r causes 

an o th er to  v io la te , a  provision o f  this title, o r a regulation o r o rder o f  the departm en t under this title, 

fo r w hich  no  specific  penalty  is provided, is guilty o f  a  C lass A m isdem eanor.

0)) A person  w ho, w ithout first receiving a  license o r certifica te  o f  au thority  from  the 

dep artm en t, participates in any activity that requires a  license o r  certificate  o f  au tho rity  under this title, 

is gu ilty  o f  a  C lass A m isdem eanor.

(c) A person  is guilty o f  a C lass C felony w ho, w ith in tent to  deceive the departm ent,



com m issioner o r  a person  au thorized  to exam ine the affairs o f  a financial institu tion , w ilfu lly  and 

know ingly

(1) m akes o r causes to be m ade a false statem ent o r report;

(2) en te rs  a false  figure, statem ent, o r  en try  in the books o f  a financial institu tion; or

(3) m akes o r c ircu lates a false report o r statem ent abou t the condition  o f  a financial

in stitu tion .

(d) A  d irec to r, o fficer, o r  em ployee o f  a financial institution w ho receives a deposit, know ing 

that the in stitu tion  is inso lvent and w ithout the departm en t’s p rio r approval, is guilty  o f  a C lass C 

felony.

(e) In  add ition  to any o ther penalties applicable under this section , the departm ent m ay issue an 

o rd e r  aga in st a  person  o ther than a  financial institution w ho know ingly  o r  in ten tionally  v iolates, o r 

causes an o th er to v io la te , a  provision  o f  this title, o r  a regulation o r o rd e r o f  the departm ent under this 

title , im posing  a  civ il penalty  o f  not m ore than $2500 a  day fo r a sing le  v io la tion , o r no t m ore than 

$ 2 5 ,0 0 0  a  day  fo r m ultip le  violations in a single proceeding  o r a series o f  related  proceedings.

(f) In add ition  to any o th er penalties applicable under this section , the departm ent m ay issue an 

o rd er aga inst a financial institu tion that know ingly  o r in ten tionally  v io lates a provision  o f  this title, or 

a  regu la tion  o r  o rd e r o f  the departm en t under this title , im posing a  civ il penalty  o f  n o t m ore than $5000 

a day fo r a s ing le  v io lation , o r  no t m ore than $50 ,000  a  day fo r m ultip le v io lations in a single 

p roceed ing  o r  a  series o f  rela ted  proceedings.

(g) F o r  v io la tions not covered  by (e) o r  (f) o f  this section, and in  addition  to  any o ther penalties 

app licab le  u n d e r th is section , the departm ent may issue an o rder against a person , including  a  financial 

in stitu tion , w ho  v io la tes , o r  causes ano ther to v io late , a  provision  o f  th is title , o r  a regulation o r o rder 

o f  the d ep a rtm en t u nder this title , im posing a  civil penalty  o f  not m o re  than $500 a  day for a single 

v io la tion , o r  no t m ore than $5000  a  day fo r m ultiple v io lations in a  single proceed ing  o r  a series o f 

related  p roceed ings.

(h) A  financial institu tion  that fails to file a  rep o rt o r  m ake any paym ents required  by the
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departm ent w ith in  the tim e specified under this title is subject to a penalty  o f  not m ore than $100 a day 

for each day the report o r  paym ent is late. A financial institution is considered  to have transm itted  a 

rep o rt o r paym en t w hen the institution has deposited it in a U nited S tates post o ffice  in the state, 

p roperly  addressed  to the departm ent, postage prepaid.

(i) In add ition  to any o ther penalties applicable under this section, an o fficer o r  em ployee o f  the 

departm en t w ho violates AS 06 .05 .065 (a) shall be dism issed and is fo rever d isqualified  from  holding 

any position  in the  departm ent relating to the regulation o f  financial institu tions. A nonexem pt em ployee 

d ism issed u n d er this section m ay appeal the dism issal under AS 39 .25  (the S tate Personnel A ct).

* Section 6. AS 0 6 .0 5 .0 0 5  is repealed and reenacted to read:

Sec. 0 6 .0 5 .0 0 5 . PO W ER S O F D E PA R T M E N T , (a) T he departm en t shall

(1) exercise general supervision over all state financial institu tions, th e ir  subsid iaries, and 

affilia ted  corporations;

(2) adopt regulations necessary to im plem ent this chap ter, including  regu la tions providing 

fo r the reten tion  and preservation  o f  bank records;

(3) review  and approve o r  disapprove applications fo r new  state  banks under AS

0 6 .0 5 .3 4 5 , new bank branches under AS 0 6 .0 5 .3 9 9 , and in ternational o r  in tersta te  branch banks 

under AS 06 .0 5 .4 9 1 ;

(4) issue perm its authorizing bank  holding com panies to do  business in th is state under 

AS 0 6 .0 5 .2 3 5  and 0 6 .0 5 .5 2 1 ;

(5) determ ine, fo r each state bank, the am ount o f  paid -in  capital necessary  to operate  

under A S 0 6 .0 5 .3 0 5 (a);

(6) rev iew  and approve transfers o f  bank ow nersh ip  u nder AS 0 6 .0 5 .3 2 7 ;

(7) perfo rm  exam inadons o f  state banks, branch banks, and subsid iaries under AS

0 6 .0 1 .0 1 0 .

(b) T h e  departm en t m ay

(1) re lieve  a bank  from  the exam ination requ irem ents o f  AS 0 6 .0 1 .0 1 5  i f  the b a n k 's
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deposits a re  insured by the Federal D eposit Insurance C orp  o r any agency o f  the U nited  States 

that insures bank  deposits;

(2) approve  operation  o f  a  branch bank on a schedule d ifferen t than norm al banking  days 

under AS 0 6 .0 5 .1 6 6 (f);

(3) approve the operation  by a state bank o f  an autom ated teller m achine a t a location 

o ther than the b an k ’s prem ises under AS 06 .05 .405 ;

(4) app rove  certain  bank  subsidiaries under AS 0 6 .0 5 .2 7 2 ;

(5) approve accep tance by a  bank  o f  the bank ’s stock  o r that o f  the b an k ’s holding 

com pany as security  fo r a loan in certain  circum stances under AS 0 6 .0 5 .2 0 5 (d );

(6) restric t the w ithdraw al o f  deposits from  a state bank  w here the departm ent finds that 

ex trao rd inary  circum stances m ake restric tion  necessary for the  p roper pro tection  o f  depositors;

(7) requ ire  a  state bank  to

(A) m aintain its capital and reserve accounts in am ounts determ ined  appropriate  

by the departm ent, considering the size o f  the o rganization ;

(B) observe m ethods and standards w hich it m ay adopt fo r de term ining  the  value 

o f  various types o f  assets;

(C) charge  o f f  the w hole o r  part o f  an asset w hich has not been law fully  acquired ;

(D) w rite  dow n an asset to its m arket value;

(E) record  liens and o ther interests in p roperty ;

(F ) obtain  a  financial statem ent from  a b o rro w er o r p rospective b o rro w er to the 

ex ten t that the bank  can do so;

(G) obtain  insurance against dam age to  real estate taken as security;

(H ) search , o r  obtain insurance of, the title  to  real esta te  taken as security ;

(I) m aintain adequate insurance against o ther risks as the departm en t determ ines 

necessary  and app rop ria te  for the protection o f  deposito rs and the public;

(J) charge  o f f  that portion o f  an asset c lassified  as loss, o r  charge  o f f  o r  reserve
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up to 50  percent o f  loans classified as doubtfu l, in a state  o r federal rep o rt o f 

exam ination; or

(K) charge o ff  all debts owed to the bank in w hich  in terest is past due and unpaid 

fo r a period  o f  six m onths unless the debt p rincipal is adequately  secured and the bank 

is in the process o f  collection;

(8) requ ire  the board o f  d irectors o f  a bank to hold a  m eeting under AS 0 6 .0 5 .4 3 8 (f);

(9) o rd er the rem oval o f  any board m em ber o f  a  bank  under AS 0 6 .0 5 .4 3 5 (g );

(10) o rd e r the suspension o f  d ividends o f  a bank  under AS 0 6 .0 5 .4 4 1 (b );

(11) requ ire  a bank to increase its capital accounts under AS 0 6 .0 5 .3 0 5 (c );

(12) take possession o f  a bank in the m anner p rovided  in AS 0 6 .0 5 .4 6 8 (c ) , and thereafter 

o pera te , reorgan ize  o r liquidate the bank under AS 0 6 .0 5 .4 7 0  - 10 .06 .477 ;

(13) issue any o rders  under AS 0 6 .01 .030 (b ) that the departm en t de term ines are 

necessary  to ensure  com pliance with this chapter and regu lations adopted under it; and

(14) exerc ise  any o ther pow ers expressly  o r im plic itly  granted in th is chapter.

* Section  7. AS 0 6 .0 5 .0 4 5 (a) is am ended to read:

(a) Each state bank  shall m ake at least four reports o f  cond ition  each year to  the departm en t on 

days designated  by , and on form s prescribed  by, the departm ent. T h e  report shall b e  signed by a duly 

authorized officer of the bank and verified [BY A N  O A T H  O F  T H E  P R E S ID E N T , V IC E 

P R E S ID E N T , O R C A SH IE R  A N D ] by at least three d irec to rs , certify ing  [A N D  SU B SC R IB IN G  

U N D E R  O A T H ] that they and e ic h  o f  them  have personal know ledge o f  the facts stated in the report 

and that the facts a re  true . T he reports shall exhib it in detail and under appropria te  heads the resources 

and liab ilities  o f  the bank , and m ust be received by the departm ent w ithin 30 ca lendar days a fte r  the 

end o f  the period  covered  by the report.

* Section  8. AS 06 .0 5 .0 6 5 (a) is am ended to read:

(a) A bank exam iner o f  the departm ent w ho deals w ith the regulation  o f  financial [L E N D IN G ] 

institu tions, a  special agent selected by the departm ent to do w o rk  relating to  financial [L E N D IN G ]

7



institu tions, the com m issioner o r deputy com m issioner, o r the d irec to r o f  banking m ay not be an officer, 

em ployee, d irec to r, trustee , atto rney , stockholder, o r partner o f  a f in a n c ia l [L E N D IN G ] institu tion, or 

rece ive , d irec tly  o r ind irectly , a paym ent o r gratuity from  a financial [L E N D IN G ] institu tion. A person 

sub ject to this section may not borrow  m oney from  a state-c e rtif ie d  financial [C H A R TE R ED  

L E N D IN G ] institu tion  except as provided in this section.

* Section  9 . AS 0 6 .0 5 .0 6 5 (b ) is am ended to read:

(b) A person  subject to this section may

(1) be a  depositor in a  financial [LEN D IN G ] institu tion;

(2) purchase shares o f  a savings and loan association on the sam e term s availab le to the

public;

(3) be a  m em ber o f  an em ployee cred it union;

(4) be indebted to a state-certified financial [C H A R T E R E D  L E N D IN G ] institution upon 

an insta llm en t debt incurred bv the employee in the purchase of goods for personal use only. 

tran sfe rred  to the financial [L E N D IN G ] institution in the regu lar course  o f  business [BY A 

S E L L E R  O F  G O O D S], including debts for [BUT N O T  L IM IT E D  TO ] household goods, m obile 

hom es, m o to r vehicles, o r boats [PU R C H A SED  BY T H E  E M P L O Y E E  FO R  PE R SO N A L  U SE 

O N LY 1: or

(5) be indebted to a state-certified financial institution for a mortgage loan secured 

bv the person’s prim ary residence that was closed before the person became an employee 

subject to this section.

* Section  10. AS 0 6 .0 5 .0 7 5  is am ended to read:

Sec. 0 6 .0 5 .0 7 5 . STA N D A R D S IN  R E G U L A TIO N S. T he departm ent, in the exercise  o f  its 

a u th o r i ty  [T H E  PO W E R  T O  A D O PT  R E G U L A TIO N S] under this chap ter, shall ac t in the interests 

o f  p rom o ting  and  m aintain ing a sound and com petitive banking system , the security  o f  deposits and 

cu stom ers, the p reservation  o f  the liquid position o f  banks and in the in terest o f  p reventing  in jurious 

c red it expansions and contractions.
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* Section 11. AS 0 6 .0 5 .1 0 0  is am ended to read:

Sec. 0 6 .0 5 .1 0 0 . D E P O S IT  O F M IN O R  O R PE R SO N  U N D E R  D ISA B IL IT Y . W here a  deposit 

is m ade in a bank  by o r  on  b e h a lf  o f  a m inor o r a person under d isab ility  in the  [D E P O S IT O R ’S 

O W N ] nam e o f  th e  m in o r  o r  d isa b le d  p e r s o n , the bank may pay the m oney on check  o r o rder o f  that 

person  as in o th e r  cases.

* Section 12. AS 0 6 .0 5 .1 2 0  is am ended to  read:

Sec. 0 6 .0 5 .1 2 0 . N O T IC E  O F  C H A R G E S. A bank o r  o ther financial institu tion that levies a 

charge  fo r the  estab lishm ent o r  m aintenance o f  personal nonbusiness dem and deposit accounts shall 

c learly  post a  schedu le  o f  the charges in each c f  its places o f  business w h e re  a c c o u n ts  a r e  o p e n e d .

* Section 13. AS 0 6 .0 5 .1 6 0  is am ended to read:

Sec. 0 6 .0 5 .1 6 0 . T R A N S M IT T IN G  M O N E Y  A N D  F O R E IG N  E X C H A N G E . A bank  may 

accep t for transm ission  and transm it m oney, and m ay buy and sell foreign exchange  to  the  extent 

necessary  to m eet the re a so n a b ly  a n tic ip a te d  needs o f  custom ers.

* Section 14. AS 0 6 .0 5 .1 6 6 (a) is am ended to read:

(a) A bank  organized  under o r do ing  business under the law s o f  the  state o r  a national bank m ay 

rem ain  closed on the legal holidays described  in AS 4 4 .1 2 .0 1 0 , 4 4 .1 2 .0 2 0  and 4 4 .1 2 .0 2 5  [, E X C E PT  

T H A T  A B A N K  M A Y  N O T  BE C L O SE D  FO R  M O R E  T H A N  T H R E E  C O N S E C U T IV E  D A Y S]. T he 

bank  shall post a  no tice o f  holiday c losing  in the p lace o f  business affec ted  a t least 15 days in advance. 

[A BA N K  M A Y  O P E R A T E  A B R A N C H  BA N K  O N  A D IF F E R E N T  S C H E D U L E  A P PR O V E D  BY 

T H E  D E P A R T M E N T  IF  O P E R A T IO N  O N  A D IF F E R E N T  S C H E D U L E  W IL L  P R O V ID E  BETTER 

S E R V IC E .]

* Section 15. AS 0 6 .0 5 .1 6 6 (c ) is am ended to read:

(c) In an em ergency , [AS D E F IN E D  BY T H E  D E P A R T M E N T ,] a  bank  [, IN  T H E  

R E A S O N A B L E  A N D  P R O P E R  E X E R C IS E  O F ITS D IS C R E T IO N ,] m ay g lee t [D E T E R M IN E ] not 

to open any o f  its banking o ffices on a  business o r  banking day [,] o r , [IF] having opened , to c lose  any 

banking  o ffice  [D U R IN G  T H E  O C C U R R E N C E  O F  A N  E M E R G E N C Y ]. [IF  C O M M U N IC A T IO N

9



FA C IL IT IE S  A R E O P E R A T IV E , TH E] T he  bank shall notify the departm ent [, OR IN  T H E  C A SE  

O F  A N A T IO N A L  BA N K  T H E  C O M PT R O L L E R  O F  T H E  C U R R E N C Y ,] o f  the  nonopening  o r  the 

closing befo re  taking the ac tion , if  possib ie . a n d  as soon  as p o ssib le , in  a n y  e v e n t . A ny ac t relating 

to the banking office  that [HAS N O T BEEN O PE N E D  O R T H A T ] has been closed  for any period  o f 

tim e under this subsection m ay be perform ed on the next [SU C C E E D IN G ] business day th a t  the office 

is o p en  [R E O PE N E D ] fo r business. N o liability o r loss o f  rights o f  any  kind on the part o f  any person , 

firm , o r  corporation  o r  o f  the bank  results from  the nonopening o r c lo sin g , and the rights o f  all parties 

a re  suspended during the nonopening o r c losing .

* Section 16. AS 0 6 .0 5 .1 6 6  is am ended by adding new subsections to  read:

(d) In addition to legal holidays, the board o f  d irectors may declare  a c lo su re  o f  a  bank  on any 

o th er norm al business day, provided the departm ent authorizes the c losure , the bank  posts no tice o f  the 

c losing  in the p lace o f  business affected  at least 15 days in advance, and the bank  m aintains a ll norm al 

processing  and clearing  operations on the closed day.

(e) U nder (a) o r  (d) o f  this section, a bank may not be closed fo r m ore than three consecutive

days.

(f) A bank  m ay opera te  a branch bank on a d ifferen t schedule approved  by the departm en t i f  the 

departm en t determ ines that operation on a d ifferen t schedule w ill p rov ide  better serv ice  o r o therw ise  

benefit the public .

* Section 17. AS 0 6 .0 5 .1 7 5 (a) is am ended to read:

(a) T h e  bank records perta in ing  to depositors and custom ers a re  confidentia l and m ay not be 

m ade pub lic  except

(1) w hen the bank , custom er or depositor is com pelled  to d isclose the conten ts o f  the 

reco rds by a  court o r d e r .

(2) w hen their d isclosure  is required by federal o r  state  law  o r  regu la tion ,

(3) w hen d isclosure  is authorized in w riting by the deposito r o r  custom er,

(4) when d isclosure  is m ade to the holder o f  a nego tiab le  instrum ent draw n on the bank



as to w hether the d raw er has sufficient funds in the bank to cover the in strum en t, or

(5) w hen an inquiry has been m ade by a bank, savings association, o r  savings and loan 

association  regulated  under this title, or by a cred it-reporting  agency regulated  under 15 U .S .C . 

1681 -168 It (F a ir C red it R eporting Act)* solely for the express purpose o f  de term ining  the credit 

w orth iness o f  the deposito r o r custom er as an applicant for cred it and the inform ation  disclosed 

by the bank  o r the entity  m aking the inquiry under th is paragraph pertains only  to the paym ent 

habits o f  the deposito r o r  custom er in connection with loans and other cred it accom m odations 

and does not pertain  to records concerning deposit balances in savings o r  checking accounts.

* Section 18. AS 06 .0 5 .1 7 5 (b ) is am ended to read:

(b) W hen d isc losure  o f  bank  records is required o r allow ed under (a)(1) o r  (2) o f  this section, 

the bank  shall no tify  the depositor o r custom er o f  the d isclosure. If  notification before  d isclosure  is not 

possib le , the bank  shall im m ediately  notify the custom er o r  depositor o f  the d isclosure  o r inquiry . 

H ow ever, no tification  m ay not be m ade if  d isclosure is m ade under a search w arran t o r  under a  c o u rt 

o r d e r  [SU B PO E N A ] issued [BY OR] at the behest o f  a grand ju ry .

* Section  19. AS 0 6 .0 5 .1 7 5  is am ended by adding a new subsection to read:

(d) W hen  d isclosure  o f  bank  records is com pelled by a  court o rder under (a)(1) o f  this section, 

the court shall p rov ide  in the o rd er for the reim bursem ent o f  the bank for the reasonable costs incurred 

in com ply ing  w ith  the order.

* Section 20. AS 0 6 .0 5 .2 0 0 (a ) is am ended to read:

(a) A [C O M M E R C IA L ] bank [TH A T IS N O T  A M EM B ER  O F  T H E  F F D E R A L  R E SE R V E  

SY ST E M ] shall m aintain  a  re se rv e  fu n d  su ffic ien t to  m a in ta in  liq u id ity  a n d  m ee t a ll re a so n a b le  

d e m a n d s  o f  d e p o s ito rs , as p ro v id e d  in  re g u la tio n s  a d o p te d  b v  th e  d e p a r tm e n t . [T O T A L  RESERV ES 

E Q U A L  T O  T H E  F O L L O W IN G  PER C EN TA G ES O F T H E  A G G R E G A T E  A M O U N T  O F  ITS 

D E P O S IT S , E X C L U S IV E  O F  D E PO SIT S O F T H E  U N IT E D  ST A T E S, T H E  ST A T E  O F  A LA SK A , 

B O R O U G H  A N D  M U N IC IP A L  G O V E R N M E N T S A N D  O T H E R  D E PO SIT S O F  PU B LIC  M O N E Y  

T H A T  A R E  S E C U R E D  AS R E Q U IR E D  BY LA W :
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(1) 20 PE R  C E N T  O F ITS D E M A N D  D E PO SIT S; AND

(2) E IG H T  PE R  C E N T  O F  ITS T IM E  A N D  SA V IN G S D E P O SIT S .]

* Section 21. AS 0 6 .0 5 .2 0 0 (d ) is am ended to read:

(d) I f  the  re se rv e  fu n d  [RESERV ES] o f  a  [C O M M E R C IA L ] bank  falls  [FA L L ] below  the 

am oun t requ ired  to be m aintained by th e  d e p a r tm e n t  u n d e r  this section, th e  d e p a r tm e n t  m ay  p ro h ib it  

the bank  f ro m  m a k in g  [M A Y  N O T M A K E] any new loans o r o ther investm ents o r p a v in g  [PAY ] any 

d iv idends until th e  b a n k ’s [ITS] reserves have been restored to the am oun t required  under this section.

* Section 22. AS 0 6 .0 5 .2 0 5 (b ) is repealed and reenacted to read:

(b) T h e  total ou tstanding  loans o f  a  state bank to a person  m ay not be  m ore than 25 percent, and 

the total ou tstand ing  loans to a person that a re  not fully secured m ay not be  m ore than 15 percen t, o f  

the total cap ital accounts o f  the bank. U nearned incom e m ay not be included  in determ in ing  the am ount 

a  bank  m ay loan under this subsection. T he  follow ing are  not considered  in determ in ing  com pliance with 

the lim its o f  th is subsection:

(1) the d iscount o f bills o f  exchange draw n in good faith against actual ex isdng  values;

(2) loans secured by gold, gold dust, bullion , the assignm en t o f  specifically  identified 

deposit accounts o f  the bank  with a balance equal to o r  g rea te r than the total balance o f  the loan , o r 

fu lly  insured cannery  products o r o ther produce in transit;

(3) loans w ith w arehouse receipts as collateral security ; and

(4) the d iscoun t o f com m ercial o r  business paper actually  ov/ned by a  person  negotiating

the sam e.

* Section  23. AS 0 6 .0 5 .2 0 5 (c ) is am ended to read:

(c) T h e  restric tions con ta ined  in [(a) A N D ] (b) o f  this section do no t apply to  a  loan guaranteed  

by , o r  to a com m itm en t o r agreem ent to  take over o r to purchase by , a  departm en t, bureau , board , 

com m ission , o r  estab lishm ent o f  the U nited States o r  th e  S ta te  o f  A la s k a , including a corporation  

w holly  ow ned , d irec tly  o r ind irectly , by the U nited States o r  th e  S ta te  o f  A la s k a , provided  that the 

guaran tee , ag reem en t or com m itm ent is unconditional and shall be perfo rm ed  by paym ent in cash o r
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its equ ivalen t w ith in  60 days a fte r dem and.

* Section 24. AS 0 6 .0 5 .2 0 5 (d ) is am ended to read:

(d) A b an k  m ay ne t accept th e  [ITS] capital stock o f  th e  b a n k  o r  a n v  o f  th e  b a n k ’s p a re n t 

h o ld in g  c o m p a n ie s  as security  for a loan , n o r  m ay  a  b a n k  lo an  m oney  th a t  w ill b e  u se d  to  p u rch a se  

th e  c a p ita l  s to c k  o f  th e  b a n k  o r  an v  o f  th e  b a n k ’s p a re n t  h o ld in g  c o m p a n ie s , ex c ep t u p o n  w ritte n  

p r io r  a p p ro v a l  o f  th e  d e p a r tm e n t  in o r d e r  [U N LESS IT  IS N E C ESSA R Y ] to p reven t loss upon an 

indeb tedness p rev iously  contracted  in good faith o r  as p a r t  o f  a n  a c q u is itio n  o r  m e rg e r  w ith  a n o th e r  

f in a n c ia l in s t i tu t io n .

* Section  25. AS 06 .05 .2 0 5  is am ended by adding new subsections to read:

(g) T h e  departm ent shall adopt regulations to determ ine when a  loan m ade to one  person will 

be a ttribu ted  to o th e r a r s o n s  under (b) o f  this section, taking into consideration  the pu rpose  o f  the loan, 

the use o f  the loan proceeds, the anticipated sources o f  repaym ent o f  the loan , the percen t o f  ow nership 

o f  the  b o rrow ers , and any o th er relevant factors.

(h) T he  departm ent m ay adopt regulations classify ing loans based upon type o f  security  or 

co lla teral and restric ting  o r lim iting a b an k ’s au thority  to m ake loans to certain  classes.

* Section 26. AS 0 6 .0 5 .2 0 7  is repealed and reenacted to read:

Sec. 0 6 .0 5 .2 0 7 . R E A L  EST A T E  LO A N S, (a) A bank m ay, subject to the  requ irem ents o f  this 

ch ap te r, m ake o r  acquire  a loan secured prim arily  by a first lien on an in terest in im proved o r 

un im proved  real esta te , including leaseholds, if

(1) the loan is m ade consistent with w ritten  lending po lic ies o f  the bank  and any 

regu la tions adopted by  the departm ent;

(2) the  bank secures, before  the loan is m ade o r acqu ired , and m ain tains, in its files, 

ev idence  o f  m erchan tab le  title and a determ ination o f  the value o f  the p roperty  by a person 

fam iliar w ith the real esta te  values in the vicinity w here  the real esta te  is located; and

(3) insurance against loss from  fire on all build ings on the real esta te  that a re  included 

in the value  o f  the p roperty  is acquired by the bo rrow er o r the bank  and is not allow ed  to lapse.
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(b) A ban k  m ay, subject to  the requirem ents o f  this chap te r, m ake o r acqu ire  a  loan secured by 

a ju n io r  lien on rea l estate  if

(1) paym ents on the loan secured by all sen ior lien loans are  cu rren t and the bank  retains 

in its reco rd s  a  w ritten  report o f  the status and balance o f  the  senior lien loans as o f  the date the 

ju n io r  lien loan is m ade o r acquired; and

(2) all requirem ents o f  (a) o f  this section are m et.

* Section  27. A S 06 .0 5 .2 1 0 (a) is am ended to read:

(a) S u b je c t  to  th e  sam e  te rm s  a n d  co n d itio n s  a p p lic a b le  to  o th e r  lo an s , a  d ire c to r .  [AN] 

o ffice r o r  em ployee  o f  a state  bank may borrow  up to $ 1 00 .000 . o r  u p  to  $ 2 5 0 .0 0 0  f o r  th e  d i r e c to r ’s, 

o f f ic e r ’s , o r  e m p lo y e e ’s p r im a ry  res idence . [$10,000] from  the bank at the d iscretion  o f  the ch ie f 

execu tive  o r m anag ing  o fficer o f  the bank. A nv lo an  to  a d i r e c to r ,  o ffic e r  o r  em p loyee  th a t  m akes 

th e  to ta l  a m o u n t  ow ed  to  th e  b a n k  bv  th e  d ire c to r ,  o ffic e r  o r  em ployee  [LO A N S] in excess o f  th e  

lim its  in  th is  su b se c tio n  [$10 ,000], o r loans o f  any am ount to  the c h ie f  execu tive  o r  m anaging o fficer 

o f  the bank , shall have the p rio r approval o f  the board o f  d irec to rs , shall be  reported  to  the departm ent 

w ith in  30 days* and shall be secured by adequate co lla teral. [FO R T H E  PU R PO SE  O F  TH IS 

S E C T IO N , A N  O V E R D R A F T  IS C O N SID E R E D  A L O A N .]

* Section  28. AS 06 .05 .211  is am ended to read:

Sec. 0 6 .0 5 .2 1 1 . LO A N S SE C U R E D  BY FO R E ST  T R A C T S , (a) A bank m ay, subject to the 

requ irem en ts o f  th is chap ter, m ake o r acquire a  loan secured by a  first lien on a fo rest tract if

(1 ) th e  lo an  is m a d e  c o n sis ten t w ith  w ritte n  len d in g  po lic ies o f  th e  b a n k  a n d  anv  

re g u la tio n s  a d o p te d  bv  th e  d e p a r tm e n t  [T H E  A M O U N T  O F  T H E  L O A N  D O ES N O T 

E X C E E D  60  PER  C E N T  O F  T H E  A P PR A IS E D  V A L U E  O F T H E  G R O W IN G  T IM B E R , 

LA N D  A N D  IM P R O V E M E N T S O N  IT  O F F E R E D  AS SE C U R IT Y ];

(2) th e  b a n k  se c u re s , b e fo re  th e  loan  ts m ad e  o r  a c q u ire d , a n d  m a in ta in s , in  its  files, 

ev id e n c e  o f  a  d e te rm in a tio n  o f th e  v a lu e  o f  th e  p ro p e r ty  [T H E  T E R M S A N D  C O N D IT IO N S 

O F  T H E  L O A N  A R E  A D E Q U A T E  T O  E N SU R E  T H A T  T H E  L O A N  B A L A N C E  W IL L  N O T
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A T  A N Y  T IM E  EX C E E D  60 PER  C E N T  O F T H E  O R IG IN A L  A P P R A IS E D  V A LU E O F T H E  

P R O P E R T Y  R E M A IN IN G  AS SEC U R ITY ]; a n d

(3) [T H E  T E R M  O F T H E  LO A N  DO ES N O T  E X C E E D  15 YEARS A N D  TH E 

A N N U A L  PR IN C IP A L  PA Y M EN TS EQ U A L AT LE A ST  SIX A N D  T W O -T H IR D S  PER 

C E N T  O F  T H E  A M O U N T  LO A N E D ; A N D

(4)] the loan is secured by an am ortized m ortgage, deed o f  tru st, o r  assignm ent o f  a 

federal o r  state  tim ber sale contract.

(b) T he aggrega te  o f  all loans m ade o r acquired  by a bank under this section m ay not exceed 50 

p e rc e n t [PER  C E N T ] o f  its com bined capital, surplus and undivided profits.

(c) In thi? section^ "forest tract" means a reasonably accessib le tract o f  land p rim arily  covered 

with m arketab le  o r  po ten tia lly  m arketable grow ing tim ber having a recognized  com m ercial value, which 

is safeguarded  by fire  p ro tection , insect, pest and disease control.

* Section 29. AS 0 6 .0 5 .2 1 2 (a) is am ended to read:

(a) A d irec to r, o fficer, o r  em ployee o f  a state bank m ay  n o t [W H O ] know ing ly , w ilfu lly  and 

persisten tly  o v e rd ra w  [O V E R D R A W S] the d irec to r’s, o fficer’s, o r  em p lo y ee’s account o r  p e rm it 

[W H O  PE R M IT S] a  custom er to do so [, IS E N G A G ED  IN  A N  U N S O U N D  B A N K IN G  PR A C T IC E  

A N D  S U B JE C T  T O  T H E  PR O V ISIO N S O F AS 06 .01 .030 ].

* Section 30. AS 0 6 .0 5 .2 1 5  is repealed and reenacted to read:

Sec. 0 6 .0 5 .2 1 5 . L IA B ILITY  O F  D IRECTO RS ANI JE R S FO R  C E R T A IN  LO A N S. A 

d irec to r, execu tive  o fficer, m anaging o fficer, o r issuing o ff i:e r  o f  a  state bank  w ho know ingly  o r  with 

gross neg ligence  approves o r  perm its the funds o f  the banl to be lent o r  overd rafts  to be m ade in an 

unsafe o r  unsound m anner, o r in violation o f an o rder o f  tne departm ent, the b a n k ’s lending policies, 

this title , o r  regu la tion  adopted under this title, is personally  liable to the bank  fo r all such loans or 

overd rafts . T he  liab ility  m ay be enforced against the d irec to r o r o fficer by an ac tion  in a cou rt o f  

com peten t ju risd ic tio n .

* Section 31 AS 0 6 .0 5 .2 2 5  is am ended to read:
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Sec. 0 6 .0 5 .2 2 5 . A P P L IC A T IO N  O F O T H ER  LA W S T O  LO A N S U N D ER  T IT L E  I O F  T H E  

N A T IO N A L  H O U S IN G  A C T  [AS 0 6 .0 5 .2 2 0 ]. N o law o f  the state prescrib ing o r  lim iting in terest 

rates upon loans applies to  loans m ade under T itle  I o f  th e  N a tio n a l H o u sin g  A c t, 12 U .S .C . sec. 

1706c [AS 0 6 .0 5 .2 2 0 ] .

* Section  32. AS 0 6 .0 5 .2 3 0  is am ended to read:

Sec. 0 6 .0 5 .2 3 0 . IN V E S T M E N T  IN  P R O P E R T Y  [R E A L  EST A TE] A N D  BA N K IN G  

PR E M IS E S . A bank  m ay acquire, purchase, hold, a n d  convey [A N D  H Y PO T H E C A T E ] real a n d  

p e rs o n a l p ro p erty  for the fo llow ing purposes only:

(1) [R EA L PR O PER TY  N E C ESSA R Y  FO R] the convenient transaction o f, o r  th e  

p ro m o tio n  o f. its business, including b u ild in g s  c o n ta in in g  banking offices, equipm ent, furn iture  

and fix tu res, a r t  w o rk , leasehold im provem ents, [A N D ] park ing  lots, a n d , w ith  p r io r  a p p ro v a l 

o f  t h e d e p a r tm e n t ,  rea l p ro p e r ty  rea so n a b ly  a n tic ip a te d  to  be n e cessa ry  fo r  fu tu re  

e x p a n s io n  o f  th e  b a n k , i f  the book asset value o f  the purchase o r  investm ent does not exceed 

6 0  p e rc e n t  [PER  C E N T ] o f  the capital [A C C O U N T] and [TH E] surplus [A C C O U N T ] o f  the 

bank ; [T H E  P U R C H A S E  OR IN V E ST M E N T  M A Y  C O N SIST  O F ST O C K  IN  A BA NK 

B U IL D IN G  C O R P O R A T IO N , IN W H IC H  C A S E  IT  M U ST  IN C L U D E  A L L  O B LIG A TIO N S 

O F  T H E  B U IL D IN G  C O R PO R A T IO N  T O  T H E  BA N K ;]

(2) the satisfaction o f  o r on account o f  debts p rev iously  contracted  in the course o f  its 

business;

(3) the purchase a t sale under judgm en t, decree, lien , o r m ortgage foreclosure , against 

secu rity  held  by  it.

* Section  33. A S 0 6 .0 5 .2 3 5 (a )  is am ended to read:

(a) E xcep t as p rovided  in [(b) O R  (e) OF] this section o r  AS 0 6 .0 5 .5 2 1 . it is unlaw ful for a 

com pany  to ow n , con tro l o r hold w ith pow er to vote 25 percent o r  m ore o f  a  class o f  voting securities 

o r  o th er cap ita l s tock  o f  o n e  o r  m ore state  banks o r dom estic bank  holding com panies subject to 

regu la tion  under th is chap ter. H ow ever, when it becom es a  bona fide necessity  to  avoid  loss fo r a
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cred ito r to accept shares o f  stock in one o r m ore state banks o r  dom estic bank  holding com panies 

constitu ting  m ore than 25 percent o f  the ow nership  o r  control o f  a  state bank o r  dom estic  bank  holding 

com pany in paym ent o f  indebtedness ow ing to the cred ito r, shares o f  stock m ay be accep ted , but the 

shares o f  the one o r  m ore state banks o r dom estic bank  holding com panies exceed ing  that 25 percent 

shall be  p rom ptly  d isposed  o f  under the supervision o f  the departm en t.

* Section 34. AS 0 6 .0 5 .2 3 5 (b ) is am ended to read:

(b) A dom estic  bank holding com pany that m aintains its p rincipal o ffice  and p lace o f  business 

in the state  and conducts ;ts p rincipal operations in the state, m ay acqu ire  and ow n all o r  any portion 

o f  the votii.t  securities o r  o ther capital stock of, o r  all o r substan tia lly  all o f  the assets o f, one  o r m ore 

banks o r  bank  holding com panies. T he  departm ent m ay requ ire  a  dom estic  bank  hold ing  com pany to 

post a  bond w ith the departm ent in an am ount n o t m o re  th a n  [E Q U A L ] to the  paid-in  capital and 

paid-in  su rp lus represen ted  by the proportion  o f  state bank stock  d irectly  o r ind irectly  ow ned , held, o r 

con tro lled  by it, u n d er conditions the departm ent m ay prescribe, to  assu re  full p ro tec tion  o f  the public. 

B efo re  a  d o m estic  b a n k  h o ld in g  co m p a n y  m ay  a c q u ire  a  b a n k  o r  b a n k  h o ld in g  c o m p a n y  do ing  

b u s in e ss  in  th is  s ta te , th e  d o m estic  b a n k  h o ld in g  c o m p a n y  m u s t a p p ly  fo r  a n d  o b ta in  a  p e rm it 

fro m  th e  d e p a r tm e n t .  In  co n s id e rin g  w h e th e r  to  issue a p e rm it ,  th e  d e p a r tm e n t  w ill c o n s id e r  th e  

b e n e fits  to  th e  p u b lic , th e  p re se rv a tio n  o f a  co m p e titiv e  b a n k in g  in d u s try , a n d  th e  m a in te n a n c e  

o f  a  sa fe  a n d  so u n d  b a n k  in d u s try . T he dom estic  bank  holding com pany is sub ject to an exam ination 

by the departm en t o r  a  com peten t person designated by the departm en t when the departm en t considers 

it necessary , bu t n o t less than once  each year. T he  dom estic bank  holding com pany shall pay an 

exam ination  fee  under AS 0 6 .0 1 .0 1 0 .

Section 35. AS 0 6 .0 5 .2 3 5 (g ) is am ended to read:

(g) F o r the pu rpose  o f  this section a n d  AS 0 6 .0 5 .5 2 1 . a  tru st com pany  o rgan ized  under AS 

06 .25  that is engaged  in the business o f  banking shall be considered  a sta te  bank.

* Section 36. AS 0 6 .0 5 .2 3 5  is am ended by adding a  new  subsection to read:

(i) The provisions of this section do not apply to a company

17



(1) that acquires o r holds voting securities o r o ther capital stock o f  a  bank o r bank  

holding com pany  only for a reasonable period o f  tim e in connection with the underw riting  o f  

securities;

(2) that is an agency o f the state;

(3) that is a trustee o r agent o f  an independent federal financial regu la to ry  agency; o r

(4) that, under a  plan o f  financial restructuring which ;.s in tended  to p reven t the failure 

o f  a  state b an k  and w hich is approved by the departm ent,

(A) acquires o r receives 25 percent o r m ore o f  a  c lass o f  vo ting  securities o r 

o th e r capital stock o f  the bank o r  bank holding com pany sub ject to the p lan , and ow ns, 

con tro ls, o r  holds, with the pow er to vote, the securities acqu ired  o r received  in excess 

o f  2 4 .9 9  percent o f  that class for a period o f  tim e that w ill perm it the d istribu tion  o r 

resa le  o f  the securities o r o ther capital stock on a reasonable basis; o r

(B) purchases o r receives securities under the plan an d , a fte r the  purchase o r 

rece ip t, ow ns, contro ls, o r  holds, with a pow er to vote, less than 25 pe rcen t o f  a class 

o f  vo ting  securities o r o ther capital stock o f  the bank o r bank  holding com pany  subject 

to the plan but subsequently , solely through the action o r  inaction  o f  o thers , including 

the bank  o r bank holding com pany , ow ns, contro ls, o r  ho lds, w ith a  p o w er to vole, 25 

p e rcen t or m ore o f  a class o f  voting securities o r o ther capital stock  o f  the  bank o r bank 

ho ld ing  com pany; how ever, the exem ption in this subparagraph  w ill no t apply  if  the 

departm en t determ ines after no tice and opportunity  for hearing  under AS 0 6 .0 1 .0 3 0 , that 

the  ow nersh ip , contro l, o r  holding o f the securities o r stock exceeding  2 4 .9 9  percent o f  

a  c lass , o therw ise than under a plan to prom ptly  dispose o f  the securities o r  stock under 

the supervision o f  the departm ent, w ould perm it the o rgan ization  in an y  m anner to 

con tro l the election o f  a m ajority  o f  the board o f  d irecto rs o r trustees, o r  to directly  o r 

ind irec tly  exercise a  controlling  influence over the m anagem ent o r  po lic ies o f  the bank 

o r  b an k  holding com pany.



* Section 37. AS 0 6 .0 5 .2 4 0  is am ended to read:

Sec. 0 6 .0 5 .2 4 0 . A C Q U IS IT IO N  O F  PR O PER TY  T O  SA T IS FY  OR P R O T E C T  PR EV IO U S 

LO A N . A sta te  bank  m ay take property  o f  any kind [, IN C L U D IN G  SH A R E S O F ITS O W N  

C A P IT A L  S T O C K ,] to satisfy o r pro tect a  loan previously  m ade in good faith and in the o rd inary  

course  o f  business. A b a n lt  m ay  ta k e  th e  c a p ita l s to c k  o f th e  b a n k  o r  an v  o f  th e  b a n k ’s p a re n t  

h o ld in g  c o m p a n ie s  only  a f te r  c o m p lian ce  w ith  AS 0 6 .0 5 .2 0 5 (d ). T he  property  shall be entered on 

the books a t co s t, o r  fair m arket value, w hichever is less. P roperty  acquired  to satisfy o r  protect 

p rev ious loans shall be  d isposed o f  over periods o f  tim e as the departm ent m ay  p re sc r ib e  

[PR E SC R IB E S] by regulation .

* Section 38. AS 0 6 .0 5 .2 4 5  is am ended to read:

Sec. 0 6 .0 5 .2 4 5 . D ISPO SIT IO N  O F  PR O PER TY  N O T N E E D E D  IN  T H E  C O N D U C T  O F  A 

B A N K IN G  B U SIN E SS . All real esta te  and personal p roperty  not necessary fo r the co n v en ien t 

transaction  o r  p ro m o tio n  o f  a  [C O N SER V A TIV E] banking business u n d e r  AS 0 6 .0 5 .2 3 0  that com es 

in to  the possession  o f  a  state  bank shall be disposed o f  as soon as possib le [U N D E R  T H E  

R E G U L A T IO N S  O F  T H E  D E P A R T M E N T ]. If  the real estate  o r  personal p roperty  is not sold w ithin 

the tim e lim it p rescribed  by the d e p a r tm e n t  in  regulations, it shall be  w ritten o f f  and may not be 

carried  as an asse t o f  the bank.

* Section  39. A S 0 6 .0 5 .2 5 5 (a ) is am ended to read:

(a) T he  agg rega te  am ount o f  ou tstanding  liabilities o f  a  state bank fo r m oney borrow ed* exclusive 

o f  (1) capital no tes and  deben tures issued under AS 0 6 .0 5 .3 0 7 , (2) ob ligations incurred  in connection 

w ith the  p u rch ase  o f  bank  prem ises under AS 06 .0 5 .2 3 0 (1 ), and (3) a g re e m e n ts  to  re p u rc h a se  

s e c u r itie s  e a r l ie r  so ld  b v  th e  b a n k  a t  th e  e n d  o f a  s ta te d  p e rio d  [B O R R O W IN G  F O R  E M E R G E N C Y  

P U R P O S E S  AS P E R M IT T E D  BY T H E  D E P A R T M E N T ], m ay not a t any  tim e exceed  15 p e rc e n t o f 

th e  b a n k ’s to ta l  a sse ts . [T H E  T O T A L  A M O U N T  O F  ITS U N IM P A IR E D  C A P IT A L  A N D  

O N E -H A L F  O F  ITS U N IM P A IR E D  SU R PL U S] oi d larger am ount i f  approved  by the departm ent.

* Section  40 . AS 0 6 .0 5 .2 6 0 (a) is am ended to read:
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(a) A bank m ay not g ive preference to a depositor o r cred itor by pledging any  o f  the assets o f 

a bank  as co lla teral security  except

(1) to  the state to secure state funds, o r to a m unicipal corporation  o r o ther public 

co rpora tion , m unicipal utility o r m unicipal utility board , o r political subdivision o f  the state to 

secure  its funds, and to the U nited States as m ay be required to m ake the bank a  depositor)’ for 

U nited  States funds;

(2) to secure  a m ortgage o r deed o f  trust in connection with the purchase o f  banking 

p rem ises as provided  in AS 0 6 .0 5 .2 3 0 , p ro v id e d  th a t  th e  p ro p e r ty  p led g ed  is only th a t  

p u rc h a s e d  in  th e  tra n s a c t io n ;  o r

(3) to  a  fe d e ra l re se rv e  b a n k  o r  fed e ra l h om e loan  b a n k  in  th e  m a n n e r  re q u ire d  bv  

th e  ru le s , law s a n d  re g u la tio n s  o f  th e  fed era l re se rv e  b a n k  o r  fe d e ra l h o m e  lo an  b a n k , as 

a p p lic a b le .

* Section 41 . AS 06 .05  is am ended by adding a new section to read:

Sec. 0 6 .0 5 .2 6 2 . U N A U T H O R IZ E D  A SSU M PT IO N  O F  L IA B IL IT Y . Except as expressly 

perm itted  in this chap ter a  sta te  bank m ay not assum e liability  as an insurer o r  as a guaran tor o r 

e n d o rse r o f  any  security  instrum ent o r obligation in which o r  with respect to w hich it has no property 

in terest.

* Section  42 . AS 0 6 .05 .270 (a) is am ended to read:

(a) In addition  to loans and acquisiuons expressly authorized by this chap ter, a state bank may 

deal in , underw rite , and invest in for its ow n account th o se  o b lig a tio n s  a u th o r iz e d  in  re g u la tio n s  o f 

th e  d e p a r tm e n t .

[(1) D IR E C T  O R  G U A R A N TEED  O B LIG A TIO N S O F  T H E  U N IT E D  STA TES, 

E IT H E R  D IR E C T L Y  O R  IN  T H E  FO R M  O F SEC U R ITIES O F , O R  O T H E R  IN T E R E ST S IN , 

AN O P E N -E N D  M A N A G E M E N T  TYPE IN V E ST M E N T  C O M PA N Y  O R  IN V E ST M E N T  

T R U S T  R E G IST E R E D  U N D E R  15 U .S .C . 80A-1 - 80A -64 (IN V E S T M E N T  C O M P A N Y  A C T 

O F  1940), IF
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(A ) T H E  PO R T FO L IO  O F  T H E  IN V E ST M E N T  C O M PA N Y  OR

IN V E S T M E N T  T R U ST  IS L IM IT E D  TO  O B LIG A T IO N S O F  T H E  U N IT E D  STA TES

G O V E R N M E N T  A N D  R E PU R C H A SE  A G R EE M E N TS F U L L Y  C O L L A T E R A L IZ E D

BY T H E  O B L IG A T IO N S; A N D

(B) T H E  IN V E ST M E N T  C O M PA N Y  O R  IN V E ST M E N T  T R U S T  TAKES

D E L IV E R Y  O F  T H E  C O L L A T E R A L  D IR E C T L Y  O R  T H R O U G H  A N  A U TH O R IZED

C U S T O D IA N ;

(2) G E N E R A L  O B LIG A T IO N S O F T H E  STA TE O F  ALA SK A  A N D  ITS PO LIT IC A L 

SU B D IV ISIO N S;

(3) G E N E R A L  O B LIG A T IO N S O F A ST A T E  O F  T H E  U N IT E D  STA TES O R ITS 

P O L IT IC A L  SU B D IV ISIO N S;

(4) R E V E N U E  O B LIG A T IO N S O F T H E  ST A T E  O F  A LA SK A  O R  ITS PO L IT IC A L  

S U B D IV IS IO N S  SU B JE C T  T O  T H E  L IM IT A T IO N  O F (B) O F  T H IS SE C T IO N ;

(5) R E V E N U E  O B LIG A T IO N S O F  A ST A T E  O F  T H E  U N IT E D  STA TES OR ITS 

P O L IT IC A L  SU B D IV ISIO N S SU B JE C T  T O  T H E  L IM IT A T IO N  O F (B) O F  TH IS  SEC TIO N ;

(6) O B L IG A T IO N S O F  IN ST R U M E N T A L IT IE S  O F  T H E  U N IT E D  STA TES 

G O V E R N M E N T  IN C L U D IN G , BUT N O T  L IM IT E D  T O  F E D E R A L  IN T E R M E D IA T E  

C R E D IT  B A N K S, F E D E R A L  L A N D  BA N K S, T H E  F E D E R A L  N A T IO N A L  M O R TG A G E 

A S S O C IA T IO N , A N D  BANKS FO R  C O O PE R A T IV E S;

(7) C O M M E R C IA L  P A P E R  O F  P R IM E  OR E Q U IV A L E N T  Q U A L IT Y  AS RA TED  

BY A R E C O G N IZ E D  N A T IO N A L  R A T IN G  SE R V IC E  SU B JE C T  T O  T H E  L IM IT A T IO N  OF

(B) O F  T H IS  SE C T IO N ;

(8) S E C U R E D  C O R PO R A T E  O B LIG A T IO N S R A TED  W IT H IN  T H E  T H R E E  

H IG H E S T  G R A D E S O F  A N A T IO N A L  R A TIN G  SE R V IC E  S U B JE C T  T O  T H E  

L IM IT A T IO N  O F  (B) O F  T H IS SE C T IO N ;

(9) O B L IG A T IO N S O F  T H E  IN T E R N A T IO N A L  B A N K  FO R  R E C O N ST R U C T IO N



A N D  D E V E L O P M E N T , T H E  IN TER -A M  ERIC AN D E V E L O P M E N T  B A N K , OR T H E  

A F R IC A N  D E V E L O P M E N T  B A N K , SU B JEC T T O  T H E  L IM IT A T IO N  O F  (B) O F  T H IS 

SE C T IO N ;

(10) STO C K  IN  T H E  FE D E R A L  N A T IO N A L  M O R T G A G E  A S S O C IA T IO N , A 

F E D E R A L  R E SE R V E  BA N K , OR A FE D E R A L  H O M E  L O A N  BA N K ;

(11) T H E  ST O C K S, B O N D S, A N D  O T H E R  SE C U R IT IE S  O F

(A) A C O R PO R A T IO N  L IC E N SE D  U N D E R  AS 10.13; OR

(B) A C O R PO R A T IO N  A T T E M PT IN G  T O  B E C O M E  L IC E N S E D  U N D E R  AS 

10.13 IF T H E  C O R PO R A T IO N  IN T E N D S TO  U S E  T H E  P R O C E E D S  T O  F U L F IL L  

T H E  TA SK S N E C E SSA R Y  T O  B E C O M E L IC E N SE D  U N D E R  AS 10 .13 .]

Section 43. AS 06 .05  is am ended by adding a  new section to read:

Sec. 0 6 .0 5 .2 7 2 . BA N K  SU B SID IA R IE S, (a) A state bank  m ay purchase  o r  estab lish , and 

opera te , one o r  m ore subsidiaries engaged in any o f  the follow ing ac tiv ities , p rov ided  the  subsid iary  has 

any necessary  licenses o r  perm its and the operation is no t detrim ental to the b an k ’s business:

(1) real esta te  ow nersh ip , developm ent, and leasing;

(2) insurance sales and service;

(3) securities brokerage;

(4) any o ther activ ity  au thorized  in regulations adopted  u nder this section ; o r

(5) any o ther activ ity  approved  by the departm ent.

(b) A  bank  m ay invest an am ount equal to the lesser o f  20  percen t o f  its total assets o r 50 

percen t o f  its to tal capital accounts in subsidiaries under this section. Loans to subsid iaries m ay be 

considered  investm ents subject to the lim itations o f  this subsection.

(c) A subsid iary  o f  a  state bank  is subject to  exam ination by the departm en t as part o f  the 

exam ination  o f  the bank under AS 0 6 .0 1 .0 1 5 .

* Section 44. AS 0 6 .0 5 .2 7 5 (b ) is am ended to read:

(b) A bank  m ay d iscoun t, invest in , negotiate and issue trade accep tances and bank  acceptances
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(1) the term s o f  the draft require  presentation for paym ent w ithin 180 days o f  issuance, 

exclusive o f  days o f  grace, and it is draw n to finance the purchase o f  goods with m aturity  and 

paym ent in accordance with the term s o f  the purchase agreem ent;

(2) the term s o f  the draft require  presentation for paym ent w ithin 180 days o f  issuance, 

exclusive o f  days o f  grace, and it is secured by shipping docum ents transferring  o r  securing title 

to goods, o r  by receipt o f  a licensed o r  bonded w arehouse securing  title to read ily  m arketable 

goods; o r

(3) the d raft is draw n by a bank  outside the continental lim its o f  the U nited  States for the 

purpose  o f  furnishing dollar exchange for trade and its term s requ ire  p resentation  fo r paym ent 

w ith in  90  days o f  issuance.

* Section 45. AS 0 6 .0 5 .2 7 5  is am ended by adding a new  subsection to  read:

(d) N o  person  shall ow n, operate  o r  acquire an institution w hich engages in the business o f  

m aking com m ercial loans bu t does not accep t dem and deposits, com m only  know n as a  nonbank bank.

* Section 46 . AS 06 .05  is am ended by adding  a new section to read:

Sec. 0 6 .0 5 .3 0 1 . A P PL IC A B IL IT Y  O F C O R PO R A TIO N S C O D E , (a) O nly  corporations 

organized  under the  A laska C orporations C ode  (AS 10.06) and this title, national banks w ith a principal 

p lace o f  business in A laska, and in terstate  and international banks w ith a  certifica te  o f  au thority  under 

AS 0 6 .0 5 .4 9 1 , m ay engage in the banking business.

(b) A ll p rov isions o f  the A laska C orporations C ode, AS 10.06, app ly  to state banks, except those 

p rov isions inconsisten t w ith this chapter including AS 10 .06 .010(4) - (8), 1 0 .06 .105 (a). 10 .06 .325 , 

10 .06 .356 , 10 .06 .358  - 10 .06 .360 , 10 .06 .370 , 10.06.385 - 10 .06 .388 , 1 0 .0 6 .4 2 0 0 ), 10 .06 .430 ,

10 .06 .453 , 1 0 .06 .460 (b ), 1 0 .0 6 .4 8 5 ,1 0 .0 6 .5 2 3 -  10 .06 .868 , 10 .06 .915 , 10 .06 .960 , and 10 .06.990(30) 

and (36).

* Section 47. AS 0 6 .0 5 .3 0 5  is am ended to read:

Sec. 0 6 .0 5 .3 0 5 . C A P IT A L  ST R U C T U R E , (a) A corporation m ay not com m ence and operate



a banking business in the state in  a c o m m u n ity  w ith  a  p o p u la tio n  g r e a te r  th a n  3 5 .0 0 0  unless the 

co rpora tion  has paid-in  capital in  an  a m o u n t acce p tab le  to  th e  d e p a r tm e n t  b u t  n o t less th a n  [AT 

LE A ST ] $ 2 .0 0 0 .0 0 0  [$250 ,000] and paid-in surplus equal to 20 p e r cent o f  paid -in  capital. A 

c o rp o ra tio n  m ay  n o t co m m en ce  a n d  o p e ra te  a  b a n k in g  b u s in ess  in  th e  s ta te  in  a  c o m m u n ity  w ith  

a  p o p u la tio n  less th a n  3 5 .0 0 0  un less th e  c o rp o ra tio n  h a s  p a id - in  c a p ita l  in  a n  a m o u n t  a c cep tab le  

to  th e  d e p a r tm e n t  b u t  n o t less th a n  $ 1 .0 0 0 .0 0 0  a n d  p a id - in  s u rp lu s  e q u a l to  20 p e r  c e n t o f p a id -in  

c a p i ta l .  A bank  m ay not opera te  any branches unless it has [AN A G G R E G A T E ] pa id -in  capital and 

paid -in  surplus in  a m o u n ts  a c c e p ta b le  to  th e  d e p a r tm e n t [O F  A T L E A ST  $800 ,000 ].

(b) T h e  capital [STO C K ] o f  a state bank may not be reduced to an am ount less than is required 

bv  th e  d e p a r tm e n t  [IN  T H IS  C H A PT E R ] fo r capital u n d e r  (a) o f th is  s e c tio n . A reduction  o f  capital 

[ST O C K  , C A N C E L L A T IO N  O F  STO C K  C E R T IF IC A T E S ,] o r [R E D U C IN G  O F] the liab ility  o f  the 

s h a re h o ld e rs  [ST O C K H O L D E R S ] is no t valid  until it is approved  by the  departm ent.

(c) I f  a  state bank  fails to m aintain its total [A D JU STED ] capital accounts and lo a n  loss reserves 

in an  am ount equal to the [SU B STA N D A R D ] assets c lass ified  as s u b s ta n d a rd  [AS R E PO R T E D ] by 

the Federa l D eposit Insurance C orporation  o r the state in th e  [A] b a n k ’s latest report o f  exam ination, 

the departm en t shall consider the failure as endangering the safety o f  d e p o s ito rs  [T H E  D E PO SITO R ] 

and m ay d irec t the b an k ’s d irec to rs  to increase the capital accounts in an am ount su ffic ien t to cover 

substandard  assets.

* Section 48 . AS 0 6 .0 5 .3 1 0  is repealed and reenacted to read:

Sec. 0 6 .0 5 .3 1 0 . C O R R E C T IO N  O F  IM P A IR M E N T  O F  C A P IT A L . I f  the  departm ent 

determ ines tha t it is  necessary  fo r the protection o f deposito rs, the departm en t m ay issue an o rder under 

AS 0 6 .0 1 .0 3 0  to req u ire  a  state bank to increase its cap ital accounts o r  to reduce its deposits. In 

m aking  a  decision  w hether to  issue an o rd er under th is section, the departm en t shall take into 

consideration  the

(1) quality  o f  m anagem ent;

(2) quality  and liquidity  o f  assets;



(3) h istory  o f  earnings and retention o f  earnings;

(4) quality  and character o f  ow nership;

(5) potential volatility  o f  deposit structure;

(6) quality  and cost o f  bank operations;

(7) capacity  to m eet present and future needs o f  the area served , considering  the bank ’s 

com petition .

* Section 49 . AS 06.05.32.0 is am ended to read:

Sec. 0 6 .0 5 .3 2 0 . BA N K  PU R C H A SES O F  O W N SH A RES [PR O H IB IT E D ]. E x c e p t p u rsu a n t  

to  w r itte n  a p p ro v a l  o f th e  d e p a r tm e n t , a  [A] bank may not purchase its ow n capital stock.

* Section 50 . AS 0 6 .0 5 .3 2 7  is am ended to read:

Sec. 0 6 .0 5 .3 2 7 . C H A N G E  IN  O U TSTA N D IN G  V O TIN G  S H A R E S  [STO C K ]. B efo re  [IF] 

a  change tn av  o c c u r  [O C C U R S OR IS A B O U T TO O C C U R ] in the outstanding  voting  sh a re s  

[STO C K ] o f  a  sta te  bank that w ill result in a  change in the control o f  the bank , o r  b e fo re  [IF] any sales 

o r  transfers  by o r  to  a person , corporation o r o ther legal entity  o f  the aggrega te  o f  10 p e rc e n t [PER 

C E N T ] o r  m ore o f  the voting sh a re s  [STOCK] o f  a state bank m ay  be m a d e , th e  tra n s a c t io n  m u st 

b e  a p p ro v e d  b v  [A R E  A B O U T TO  BE C O N SU M M A T E D , T H E  P R E S ID E N T  OR O T H E R  C H IE F  

E X E C U T IV E  O F F IC E R  O F T H E  BANK IM M E D IA T E L Y  U PO N  O B TA IN IN G  K N O W L E D G E  O F 

T H E  C H A N G E  IN  T H E  C O N T R O L  O F  T H E  BA N K  OR T H E  C O N T E M P L A T E D  OR 

C O N S U M M A T E D  SA L E  O R  T R A N S FE R  O F STO CK , SH A L L  R E PO R T T H E S E  FA C T S TO] the 

departm ent.

* Section  51 . AS 0 6 .0 5 .3 4 2 (a ) is am ended to read:

(a) S ubscrip tion  agreem ents and accom panying prospectuses or o ffe ring  circu lars, w hether for 

a  p roposed  state  b an k  o r fo r an increase in capital o f an existing state bank, shall be subm itted to the 

d epartm en t fo r approval before  their use. T he departm ent shall determ ine w hether the subscription 

ag reem en ts o r  o f fe r in g  c ir c u la r s  provide full and accurate disclosure o f  the m aterial term s o f  the 

o ffe ring . T he  departm en t m ay o rder the incorporators not to accept any stock  subscrip tions o r to cease



accep ting  subscrip tions i f  it determ ines that the incorporators are  not acting law fully  o r in good faith.

* Section 52 . AS 0 6 .0 5  is am ended by adding a new section to read:

Sec. 0 6 .0 5 .3 4 4 . A P P L IC A T IO N  F O R  A PPR O V A L  O F  ST A T E  B A N K , (a) Before the 

departm en t issues a  certifica te  o f  incorporation under AS 10 .06 .910 , the incorporato rs o f  a  proposed 

state  bank  shall ob ta in  the approval o f  the departm ent. In applying for the approval the incorporators 

shall subm it to the  departm ent

(1) an application in the form  and containing the inform ation the departm ent requires, 

including

(A) any past and present connection w ith any bank  o th e r than as a custom er on 

term s generally  availab le to the public o f each incorporato r and proposed d irec to r and 

each  p re-inco rporation  subscriber o f  m ore than five percen t o f  the  capital stock;

(B) the nam e, residence and occupation o f  each p re-inco rporation  subscriber and 

the nu m b er o f  shares subscribed for by each;

(C) the address o f  the proposed  place o f  business o f  the bank o r, if  an address is 

no t ava ilab le , a  legal description o f  the proposed place o f  business; and

(2) the  proposed  articles o f  incorporation  together with all app licab le  fees, payable to the 

departm en t, fo r the filing.

(b) Investiga tion  expenses incurred by the departm ent in processing an application fo r approval 

o f  a  p roposed  bank  shall be charged  to and paid  by the applicant in accordance w ith AS 0 6 .01 .010 . At 

the tim e o f  subm itting  the application  to the departm ent, the applicant shall pay to  the departm ent $2000 

in partia l paym en t o f  the  investigation expenses incurred by the departm ent. I f  the investigation expenses 

incu rred  by the  departm en t do  not exceed $2000, the rem ainder shall be p rom ptly  refunded to the 

app lican t.

(c) T h e  d ep artm en t shall no tify  the incorporato rs o f  its decision w hether to  accept an application 

fo r a  p roposed  sta te  bank . If  the application and accom panying docum ents requ ired  by (a) o f  this section 

do  no t conform  to the  requ irem ents o f  this chap te r and to the  regulations adop ted  under th is chapter,
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the departm ent shall return  the docum ents w ith an explanation o f  the defects. I f  the departm en t does not 

act w ithin 30  days o f  receip t o f  the application, the application shall be considered accepted ; how ever, 

acceptance o f  the application does not constitute approval.

(d) T he incorporato rs shall publish notice o f  the departm en t’s acceptance o f  the application for 

a  proposed state bank and articles o f  incorporation once each w eek fo r tw o successive w eeks in a 

new spaper o f  general circu lation  published in the com m unity  proposed as the b an k ’s principal p lace o f 

business. I f  there is no new spaper in the proposed principal p lace o f  business, the  notice shall be 

published in a new spaper o f  general circulation near the com m unity . T h e  first pub lica tion  o f  the notice 

shall appear w ith in  15 days afte r the application and articles o f  incorporation  have been accepted by the 

departm ent. T he notice m ust state:

(1) the nam e o f the proposed state bank;

(2) that the proposed bank is to be incorporated  under th is chap ter and  AS 10.06;

(3) the purpose o f  the proposed bank; and

(4) the nam es and addresses o f  the incorporators and the initial board  o f  d irec to rs as they 

appear in the articles o f  incorporation.

(e) P ro o f o f  publication under (d) o f  this section shall be by a ffidav it o f  the  pub lisher o f  the 

new spaper in w hich it w as m ade and shall be  filed w ith the departm ent.

(f) U pon accep tance o f  an application fo r approval o f  a  proposed state  bank , the departm ent shall 

conduct an investigation  to ascertain  w hether

(1) the convenience and needs o f  the pnolic will be served  by the bank;

(2) the  population density  and econom ic characteristics o f  the a rea  p rim arily  to  be served 

by the bank  affo rd  reasonable p rom ise o f  adequate support fo r the  bank;

(3) the character and fitness o f  the incorporators and the m em bers o f  the initial board  o f  

d irec to rs  a re  o f a  nature  which com m ands the confidence o f  the com m unity  and w arran ts the 

b e lie f  that the business o f  the bank  will be honestly and effic ien tly  conducted ;

(4) the proposed capital structure o f  the bank m eets the requ irem en ts set by the
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