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CHANGES TO THE DEPARTMENT'S ENFORCEMENT POWERS

1. The bill consolidates all penalty provisions of Title 06 into one section. Proposed AS
06.01.035, section 7, pages 5-7. The new code also grants the department the authority 
to assess administrative penalties for violations of the code, regulations or department 
orders. Proposed AS 06.05.035(e)-(g). See the sectional analysis, page 2, for a 
description of what other states and the FDIC do in this area.

2. Revises sections relating to bank liquidations. Proposed AS 06.05.466-474, sections 
81-85, pages 40-47. During the 1980's when several banks closed, the department 
discovered that its liquidation statutes were generally pretty good, but needed a few 
changes. In particular, the Supreme Court held in Hoffman v. State that although the 
constitution might not require a hearing before the department takes possession of a bank, 
the statutes do. The changes proposed will clarify that this hearing may be closed to the 
public (proposed AS 06.01.030(e), section 6, page 4); in fact, it is the department'3 
intention to hold a closed hearing with the board in these cases at a board meeting called 
by the department.

3. Provides that the department may remove a director from a bank's board under certain, 
enumerated conditions, generally where the director's actions are threatening the 
soundness of the bank. Proposed AS 06.05.435(g), section 68, page 36, Also, provides 
that the department can recommend that a board fire an officer or employee, and if the 
board refuses, it risks liability for negligent or intentional actions of that employee that 
cause losses. Proposed AS 06.05.437(c), section 70, page 37.
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OFFERED IN THE SENATE BY SENATOR KELLY

TO: SB 149

Page 58, following line 9:

Insert new bill sections to read:

"* Sec. 91. AS 06.45.020(c) is amended . j read:

(c) At the time of presenting the articles of incorporation to the commissioner 

the incorporators shall also submit proposed bylaws to the commissioner for approval. 

Except to the extent the articles of incorporation provide the structure and 

designate the offices, the bvlaws shall provide the organizational structure of the 

credit union and specifically designate those offices that will be held bv the 

executive or managing officers of the credit union. Copies of the original bvlaws 

of tlie credit union and anv amendments of the bylaws shall be filed with the 

commissioner.

* Sec. 92. AS 06.45.090(a) is amended to read:

(a) The business affairs of a credir union art managed by (1) a board of not 

less than five directors; (2) a credit committee of not less than three members; and (3) 

a supervisory committee of not less than three members or more than five members. 

The members of the board of directors [AND THE MEMBERS OF THE CREDIT 

COMMITTEE] shad be elected at the annual members meeting by and from the 

members. The supervisoty committee shall be appointed by the board of directors, 

and a vacancy :'.n the supervisory committee snail be filled by the board of directors. 

One of the members of the supervisory committee may be a member of the board of 

directors, other than the treasurer. The credit committee consists of an uneven 

number of three or more members appointed bv the hoard of directors for the 

terms established b / the bvlaws. Members of the board of directors and of the 

credit and supervisory commit.ees hold office for terms as the bylaws may provide.

* Sec. 93. AS 06.45.110(a) is amended to read:

A M E N D M E N T
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(a) At its first meeting after the annual meeting of the members, the board of 

directors shall elect from its membership [A PRESIDENT, ONE OR MORE 

VICE-PRESIDENTS, A SECRETARY, AND A TREASURER, WHO ARE] the 

executive officers of the credit union.

* Sec. 94. AS 06.45.110 is amended by adding a new subsection to read:

(f) The board of directors shall appoint a president to act as chief execuuve 

officer of the credit union and to be actively in charge of the operations of the credit 

union.

* Sec. 95. AS 06.45.120(b) is amended to read:

(b) The board of directors shall

(1) act upon applications for membership;

(2) require an officer or employee having custody of or handling funds

to give bond with good and sufficient surety in an amount and character to be

determined by the board of directors in compliance with regulations adopted by the 

commissioner and authorize the payment of the premium by the credit union;

(3) fill vacancies in the board of directors [AND IN THE CREDIT 

COMMITTEE] until successors elected at the next annual meeting have qualified;

(4) have charge of investments other than loans to members; the board 

of directors may designate a committee of not less than tv/o to act as an investment 

committee that [WHICH] has charge of making investments under rules and 

procedures established by the board of directors;

(5) determine the maximum number of shares and share certificates 

and the classes of shares and share certificates that may be held;

(6) subject to the limitations of this chapter, determine the interest

rates on loans, the security, and the maximum amount that may be loaned or provided

in lines of credit;

(7) subject to regulations adopted by the commissioner, authorize an 

interest refund to members of record at the close of business on the last day of any 

dividend period in proportion to the interest paid by the members during the dividend 

period; and

(8) provide for compensation of officers and employees.

* Sec. 96. AS 06.45.140(c) is amended to read:

-2-
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(c) The credit committee may delegate to a loan officer the power to approve 

loans and lines of credit. [ONLY ONE MEMBER OF THE CREDIT COMMITTEE 

MAY BE APPOINTED AS LOAN OFFICER.] A loan officer shall famish to the 

credit committee a record of each approve or unapproved application within seven 

days of rue filing of the application."

Renumber the following bill sections accordingly.

Page 59, line 24:

Delete "91 and 92" 

Insen "97 and 98"



Willis Kirkpatrick, State Division o f Banking 
January 25, b)9?>
Page 2

The new section (a) would read:
"At its first meeting after the annual meeting o f the members, the 
board of directors shall elect from its membership a chairman, one 
or more vice-chairmen, a secretary, and a treasurer, who are the 
executive officers of the credit union."

We also propose that section (f) be added to read:
"The board o f directors shall appoint a president to act as chief 
executive officer o f the credit union and be in active charge o f its 
operations."

We are seeking the^e changes in order to have parity with peers in other 
financial institutions and because the current statute is in conflict with titles 
that are presently in use.
Section 06.45.140(c) reads:

'The credit committee may delegateto a loan officer the power to 
approve loans and lines o f credit./Only onejneinber o f the credit 
committee may be appointed as loan officer.^/A loan officer shall 
furnish to the credit committee a record of each approved or 
unapproved application within seven days o f the filing o f the 
application."

Recommended change: delete second sentence o f section (c). The new 
section would read:

"The credit committee may delegate to a loan officer the power to 
approve loans and lines o f credit. A loan officer shall furnish to 
the credit committee a record of each approved or unapproved 
application within seven days o f the filing o f the application."
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Because o f these changes it would be necessary to change Section 06.45.090
Management o f Credit Union Section (a) which reads:

"The business affairs o f a credit union are managed by (1) a board 
o f not less than five directors; (2) a credit committee o f not less 
than three members; and (3) a supervisory committee o f not less 
than three members or more than five members. The members of 
the board o f directors and the members o f the credit committee 
shall be elected at the annual members meeting by and from the 
members. The supervisory committee shall be appointed by the 
board o f directors, and a vacancy in the supervisory committee 
shall be filled by the board o f directors. One of the members of 
the supervisory committee may be a member o f the board of 
directors, other than the treasurer. Members of the board o f 
directors and o f the credit and supervisory committees hold office 
for terms as the bylaws may provide."

The proposed, new Section 06.45.090 would read:
"The business affairs o f a credit union are managed by (1) a board 
o f not less than five directors; (2) a credit committee o f not less 
than three members; and (3) a supervisory committee o f not less 
than three members or more than five members. The members o f 
the board o f directors shall be elected at the annual members 
meeting by and from the members. The supervisory committee 
shall be appointed by the board o f directors, and a vacancy in the 
supervisory committee shall be filled by the board o f directors.
One o f the members o f the supervisory committee may be a 
member o f the board o f directors, other than the treasurer. The 
board oJLdirectars-Shall -appoint a credit committee of an .odd 
number, not less than threei3.),^vhQse.terms shall be as the bylaws 
provide.
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Members o f the board o f directors and o f the credit and 
supervisory committees hold office for terms as the bylaws may 
provide."

By appointing a credit committee the board can make certain the credit union’s 
lending function is overseen by individuals who are knowledgeable o f prudent 
lending practices and regulations.
We would appreciate any input and suggestions that the Division may have to 
these proposals for change. We anticipate contacting a member o f the 
legislature to sponsor the changes in early February.
Thank you for your consideration.
Sincerely,

Leslie Ellis 
President
LE/al
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SENATE LABOR AND COMMERCE 
COMMITTEE

M E M O R A N D U M

TO: Representative Brian Porter, Chair 
House Judiciary Committee

FROM: Sena to r Tim Kelly, Chair
S ena te  Labor & Commerce Committee

DATE: April 15, 1993

RE Request for a  hearing for SB 149 - Banking Code Revision

I respectfully request you consider scheduling SB 149 for a  hearing before 
the House Judiciary Committee at the committee's earliest convenience. 
This legislation passed  the Senate  on April 1 with a  vote of 18 yeas and 2 
neas.

The existing banking code was taken from Oregon law at the time of
Alaska Statehood in 1959. It is now viewed a s  obsolete by those in the
industry a s  well a s  the division of banking. Since the code v/as adopted 
the financial market place has changed substantially, and we've 
experienced numerous bank failures.

For the past few years tL  Division of Banking, Securities and 
Corporations has been working to identify a rea s  where the code needs 
updating and revision. More recently, the 5 state chartered banks in the 
State have been working with the banking division through the Senate 
Labor & Commerce Committee to add ress these needed revisions. The 
result of th e se  efforts is S ena te  Bill 149.

This bill not only add re s se s  the new financial marketplace and the 
problems of failing banks, but could provide additional economic
development opportunities for our S ta te banks.

Every banking institution in the s ta te  was invited to review and comment 
on the legislation before introduction. In addition, Mr. Kirkpatrick, the
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Page 2

Director of the Division of Banking, agreed to provide a  draft of 
regulations that would result from the implementation of the banking code 
revision. It has been a constructive and collective effort.

Attached you will find a  letter from Mr. Kirkpatrick explaining the need 
for this revision, a  brief overview and description of the bill, and a 
sectional analysis.

You should note that two other bills in the House Judiciary Committee,
SB 86 and SB 112, Uniform Commercial Code Revisions, update obsolete 
and antiquated laws critical to the efficient flow of commerce and trade 
in the State. They both passed  the Senate unanimously on April 2.

These  bills, along with SB 149, will require a 2/3rds vote as they enac t 
court rule changes. For this reason, I believe it is important that they 
move through the committee p rocess together a s  a package. P a s sag e  of 
this package of legislation will be a real accomplishment and a s s e t  to 
this legislative session .

Thank you in advance for your consideration.

A t ta chm en ts
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DEPARTMENT OF COMMERCE AND 
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DIVISION OF BANKING, SECURITIES AND CORPORATIONS
ANCHORAGE
Corporation Information (907) 563-2161

March 17, 1993

The Honorable Tim K e l ly  
Alaska Sta te  Senate 
S ta te  C ap ito l 
Juneau, AK 99801-1182

Dear Senator K e l ly :

The c u r re n t  A laska Banking Code (AS 06.05) is  c r i t i c a l l y  o b s o le te .  The 
e x i s t i n g  code was taken from Oregon law a t  the t im e  o f  A laska s ta tehood , and 
has had on ly  m inor re v is io n s  s ince  then . The D iv is io n  o f  Banking, S e c u r i t ie s  
and C o rpo ra t ions  ( d iv i s io n )  has f o r  the  p a s t  few yea rs  been work ing  to  i d e n t i f y  
areas where changes in  the code are needed. These changes f a l l  in to  three- 
bas ic  c a te g o r ie s :

I .  obsolescence concern ing  to d a y 's  f i n a n c ia l  i n s t i t u t i o n  
m arke tp lace ;

I I .  obsolescence in  address ing  problems o r  f a i l i n g  banks; and 
I I I .  the need f o r  a banking law th a t  cou ld  p rov id e  a d d i t io n a l  

economic development o p p o r tu n i t ie s .

S ec tion  I ,  The M arketp lace

. Since s ta tehood , th e re  have been va s t  changes in  the  f in a n c ia l  i n s t i t u t i o n  
m arke tp lace . I n t e r e s t  on d e p o s its  i s  no lo n g e r  re g u la te d ;  new c o m p e t it io n  such 
as brokerage f i rm s  now o f f e r  i n t e r e s t  on d e p o s i t s , ' ’which a ls o  has checking 
p r i v i le g e s .  C r e d i t  card is s u e rs  have now grown to  in c lu d e  a te lephone company 
and an autom obile  m a n u fa c tu re r . The amended Alaska Banking Code p rov ides  more 
f l e x i b i l i t y  to  change through re g u la t io n .

Other amendments address a d d i t io n a l  banking powers l i k e  in te r n a t io n a l  banking 
and in te r n a t io n a l  b ranch ing , in c lu d in g  i n t e r s t a t e  b ranch ing ;  p ro v is io n s  f o r  
bank s u b s id ia r ie s ;  and revamps e x is t in g  le n d in g  s ta tu te s  a long w i th  reserves 
and c a p i ta l  requ irem en ts .

E x is t in g  law g ives the department a u th o r i t y  to  p rom ulgate  re g u la t io n s  in  
c o n f l i c t  w i th  s ta tu te s  to  p rov ide  c o m p e t i t iv e  p a r i t y  w i th  n a t io n a l ly - c h a r te r e d  
banks. The amendments o f  the banking code b r in g  those p r i o r  p a r i t y  re g u la t io n s  
in t o  s ta tu to r y  conformance.

Number I I ,  Problem and F a i l i n g  I n s t i t u t i o n s

The c u r re n t  A laska Banking Code i s  com p le te ly  o u t - o f - s t e p ,  when address ing 
f a i l i n g  f in a n c ia l  i n s t i t u t i o n s .  One o f  the most obv ious p ro v is io n s  is  the

Re: Senate B i l l  149
The Need f o r  a New A laska Banking Code

(W-HHLH
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assessment o f  s to ckh o ld e rs  in  s i t u a t io n s  o f  " im pa irm ent o f  c a p i t a l . "  The 
assessment o f  shareho lde rs  to  inc rease  c a p i ta l  o f  a bank is  v i r t u a l l y  a 1 9 3 0 's 
a c t io n  in  a u n i t -b a n k  system, where banks are c lo s e ly  he ld  in  a small community 
s e t t i n g .  The amendments to  the banking code p rov ide  a s e r ie s  o f  a d m in is t ra t iv e  
a c t io n  t h a t  p rov ide  due process f o r  address ing unsafe and unsound c o n d i t io n s .  
Under due process, the department is  g iven the a u t h o r i t y  to  address v io la t i o n s  
o f  the Alaska Banking Code which cou ld  i f  n o t  c o r re c te d ,  c a r r y  c i v i l  money 
p e n a l t ie s .

The amendments a lso  p ro v id e  f o r  methods o f  bank c lo s u re  w ith  FDIC as re c e iv e r  
which would a l lo w  m eaningfu l a c t io n  and preserve  due process. This c o r re c ts  a 
problem area p o in ted  o u t  by the Alaska Supreme C ourt  in  Hoffman v. S ta te .

S ec tion  I I I ,  Improve Economic Development O p p o r tu n i t ie s
>

The c u r re n t  Alaska Banking Code is  ve ry  r e s t r i c t i v e  as to  what banks can do or 
in v e s t  in .  The re v ise d  code inc reases  the powers banks w i l l  have, e s p e c ia l ly  
in  s u b s id ia ry  powers. Investments w i l l  be by r e g u la t io n ,  r a th e r  than a 
s ta tu to r y  inves tm en t menu. The s u b s id ia ry  p ro v is io n s  w i l l  g ive  f in a n c ia l  
i n s t i t u t i o n s  an o p p o r tu n i ty  to  broaden t h e i r  ea rn inq  c e n te rs ,  and increase  
s e rv ic e  a c t i v i t i e s  w i t h in  the community.

The amended banking code cou ld  in c re a s e  p o te n t ia l  development by a l lo w in g  
in te r n a t io n a l  banks to  e s ta b l is h  branches in  A laska .  This p ro v is io n  a lone has 
been ta rg e te d  by the department as a need f o r  economic development. Far 
Eastern f in a n c ia l  i n s t i t u t i o n s  cou ld  e s ta b l is h  an o p e ra t in g  branch in  A la ska ,  
which would be in  a b e n e f i c ia l  t im e  zone by be ing  equal d is ta n c e  to  many money- 
c e n te r  markets w o r ldw ide .  These in te r n a t io n a l  o f f i c e s  cou ld  a ls o  p rov ide  
c a p i ta l  to  develop A laska resources . Th is  resource  development by i n t e r ­
n a t io n a l  branches cou ld  be in  the form o f  a s s is t i n g  the bank 's  customers in  
p rocess ing  needed resources from A laska .

The new code a lso  p rov ides  f o r  i n t e r s t a t e  b ra n ch in g .  Alaska i s  fo l lo w in g  the  
S ta te  o f  Hew Y o rk 's  le a d ,  on the s u b je c t  o f  i n t e r s t a t e  b ranch ing .  Preemption 
by Congress would have a d e t r im e n ta l economic im pact on the S ta te  o f  A la ska .
The amended code p rov ides  f o r  the p rope r v e h ic le  to  p r o te c t  from undue 
c o n c e n tra t io n s  and some o r d e r ly  c o n t ro l  in  in s tan ces  where th e re  would be 
i n t e r s t a t e  branch ing  in to ' A laska . Through m ean ing fu l r e g u la t io n ,  i n t e r s t a t e  
b ranch ing  may then p rov id e  some a d d i t io n a l  a v a i la b le  c a p i ta l  to  Alaska m arke ts , 
ve ry  much l i k e  t h a t  o f  i n t e r s t a t e  banking b rough t in  1981.

S incereTy

W i l l i s  F . K i r k p a t r i c k /  
D i r e c to r

WFK/lvs9098t
031693b
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S u m m a ry  o f  S en a te  Bill 149 
R eco d ifica tio n  o f A laska  B an k in g  C ode

REVISIONS AND EXPANSIONS OF BANK POWERS

1. Creates an entirely new article on interstate and international banking, to allow foreign 
and other US banks to enter the Alaska marketplace. Section 87, beginning on t . $e 52.

A. Either an interstate (a US bank headquartered outside Alaska) or international 
bank can purchase an Alaska state or national bank. Proposed AS 06.05.550(a), page 52.

B. An international bank may establish a new branch in Alaska; an interstate bank 
cannot, but rather must purchase an existing Alaska bank or branch. Proposed AS 
06.05.550(b), page 52. ..

C. For an interstate bank, reciprocity with the bank's home state will be required. 
Proposed AS 06.05.555(d)(1), pages 53-54. This will hopefully open up the availability of 
other state markets for our banks.

D. Also for an interstate bank, FDIC insurance will be required. Proposed AS 
06.05.550(a). An international bank, instead, will have to maintain assets in the state at 
least equal to 100% of its Alaska deposits. Proposed AS 06.05.560, pages 54-55.

E. Any branches of interstate or international banks will be subject to examination 
by the department, which also is authorized to examine the home office of the bank to the 
extent necessary to protect AJaska deoositors. Proposed AS 06.05.565(c) and (d), pages 
55-56.

2. Provides for banks to have subsidiaries. Proposed AS 06.05.272, section 47, page 24. 
The new code specifically authorizes subsidiaries engaged in real estate ownership, 
development and leasing; insurance; and securities brokerage. Other activities for 
subsidiaries are subject to department approval, and the plan, as set out in the draft 
regulations (see draft 3 AAC 02.200, at page 28), is to analyze other activities on a case- 
by-case basis for now.

3. Revamps the bank lending statutes.
A. Adopts general lending limits, Le. the amount a bank can loan to any one person 

or entity, that are similar to those used by the Comptroller of the Currency (OCC); these 
limits have applied in Alaska for several years anyway by regulation adopted under AS
06.01.020, the "wildcard" statute. Proposed AS 06.05.205(b), section 25, page 14. Thus, 
if adopted, the statutes will be brought into conformity with current practice.

B. Provides that the department may adopt regulations (§ee draft 3 AAC 02.125(b) 
and (c), at page 19) to determine when a loan to one person will be attributed to another, 
for purposes of calculating the lending limits of AS 06.05.205(b), Proposed AS 
06.05.205(g), section 28, page 15.

, .;n
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C. Eliminates all loan-to-value and term restrictions for real estate lending, 
requiring instead that lending comply with sound bank policies, subject to examination. 
Proposed AS 06.05.207, section 29, page 15.

D. At the request of the banks, the new code proposes a change to AS 06.05.215 
to provide personal liability for directors or officers for loans made in violation of law or 
bank policies only when gross negligence is proven. Section 33, page 17.

REVISIONS TO DEPARTMENT’S REGULATION OF BANKS

1. Changes the capital and reserve requirements for banks.
A. With respect to reserve requirements, the new code provides that these will be 

set by regulation. Proposed AS 06.05.200(a), section 23, page 13. Current law provides 
fcr reserves of 20% of demand deposits and 8% of time and savings deposits. The draft 
regulations propose a new figure of 15% of all deposits. See draft 3 AAC 02.110(a), at 
page 15. Although this figure is arguably higher than the old numbers, the department 
also proposes greatly expanding the list of assets that can be considered for reserve 
purposes. Draft 3 AAC 02.110(b), at page 15'. According to department calculations, the 
new proposal will not significantly raise or lower current requirements; the department's 
intention is to simply try to find a single figure, for ease of calculation, that approximates 
current requirements.

B. With respect to capital requirements, the new code raises minimum capital 
requirements to $1 million in general, and $2 million for banks in Anchorage and 
Fairbanks. Proposed AS 06.05.305, section 50, page 25. These are minimums -  the 
department will set the actual requirements in each case. At present, the smallest Alaska 
state bank has S7.9 million in capital.

<
2. Makes the Alaska Corporations Code, AS 10.06, generally applicable to banks. 
Proposed AS 06.05.301, .section 49, page 25. This will eliminate the essentially 
duplicative statutory scheme with respect to bank formation, corporate actions, and filing 
requirements.

3. Sets up a permitting system for bank holding companies. Proposed AS 06.05.235(b), 
section 38, page 19, and AS 06.05.570(a), section 87, page 56.

4. Makes FDIC insurance optional, although only with a waiver from the department. 
Proposed AS 06.05.355(a), section 61, page 32. If waived, presumably there will need to 
be some alternative protection for depositors, like the asset requirements for international 
banks fsee. e.g., proposed AS 06.05.560, section 87, pages 54-55).

5. Repeals Alaska's Savings Association Act, AS 06.30. Section 96, page 59. At present, 
there are no existing state S&L's, and if formed, a new one would be subject to duplicative 
state and federal regulation. Therefore, it would be better to repeal this authorization, and 
if an organization wishes to form a savings bank, it can do so either under a federal 
charter, or under the state Mutual Savings Bank Act, AS 06.15. • . ■
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SB 149 Summary, page 3

CHANGES TO  TH E DEPARTM ENT’S ENFORCEM ENT POW ERS

1. The bill consolidates all penalty provisions of Title 06 into one section. Proposed AS
06.01.035, section 7, pages 5-7. The new code also grants the department the authority 
to assess administrative penalties for violations of the code, regulations or department 
orders. Proposed AS 06.05.035(e)-(g). See the sectional analysis, page 2, for a 
description of what other states and the FDIC, do in this area.

2. Revises sections relating to bank liquidations. Proposed AS 06.05.466-474, sections 
81-85, pages 40-47. During the 1980's when several banks closed, the department 
discovered that its liquidation statutes were generally pretty good, but needed a few 
changes. In particular, the Supreme Court held in Hoffman v. State that although the 
constitution might not require a hearing before the department takes possession of a bank, 
the statutes do. The changes proposed will clarity that this hearing may be closed to the 
public (proposed AS 06.01.030(e), section 6, page 4); in fact, it is the department'3 

intention to hold a closed hearing with the board in thes^ cases at a board meeting called 
by the department.

3. Provides that the department may remove a director from a bank's board under certain, 
enumerated conditions, generally where the director's actions are threatening the 
soundness of the bank. Proposed AS 06.05.435(g), section 68, page 36. Also, provides 
that the department can recommend that a board fire an officer or employee, and if the 
board refuses, it risks liability for negligent or intentional actions of that employee that 
cause losses. Proposed AS 06.05.437(c), section 70, page 37.



C O M M I T T E E  S U B S T I T U T E  F O R  S E N A T E  B I L L  1 4 9 (FIN) 
R E C O D I F I C A T I O N  O F  T H E  A L A S K A  B A N K I N G  C O D E  

S E C T I O N A L  A N A L Y S I S

S e c t i o n  1. T e c h n i c a l  c h a n g e -  A l a s k a  n o  l o n g e r  i s s u e s  a " c h a r t e r , "  
s o  r e f e r e n c e s  to  t h a t  t e r m  a r e  e l i m i n a t e d  t h r o u g h o u t  t h e  s t a t u t e s .

S e c t i o n  2. T e c h n i c a l  c h a n g e .

S e c t i o n  3. T h i s  is c u r r e n t  A S  0 6 . C 5 . 025 a n d  0 6 . 0 5 . 0 4 0 ,  m o s t l y  w i t h  
m i n o r  t e c h n i c a l  c h a n g e s .  R e c o g n i z i n g  t h a t  e x a m i n e r s  s h o u l d  n o t  be 
p r e c l u d e d  f r o m  m e r e l y  i n v e s t i n g  in b a n k s ,  w e  h a v e  c h a n g e d  t h e  
p r o v i s i o n s  t o  a l l o w  a n  e x a m i n e r  t o  o w n  u p  t o  5% o f  t h e  v o t i n g  s t o c k  
o f  a n o t h e r  i n s t i t u t i o n ;  t h i s  w i l l  a l l o w  s i m p l e  i n v e s t m e n t s  b u t  w i l l  
n o t  p e r m i t  a n  e x a m i n e r  t o  h a v e  a c o n t r o l l i n g  o w n e r s h i p  i n t e r e s t  in 
a b a n k .

S i n c e  t h e  d e p a r t m e n t  e x a m i n e s  a l l  f i n a n c i a l  i n s t i t u t i o n s ,  n o t  
j u s t  b a n k s ,  t h e  p r o v i s i o n s  r e l a t i n g  t o  e x a m s  h a v e  b e e n  m o v e d  t o  AS
0 6 . 0 1 ,  t h e  c h a p t e r  t h a t  a p p l i e s  t o  a l l  f i n a n c i a l  i n s t i t u t i o n s .

S e c t i o n  4. C h a n g e d  t o  b r i n g  t h e  s e c t i o n  u p  t o  d a t e , - g i v e n  t h a t  t h e  
l i s t  o f  f e d e r a l  a g e n c i e s  in  t h e  c u r r e n t  s t a t u t e  is i n a c c u r a t e .  T h e  
c h a n g e  w i l l  m a k e  t h e  s t a t u t e  a p p l y  r e g a r d l e s s  of  w h a t  c h a n g e s  o c c u r  
in  t h e  f u t u r e  to t h e  n a m e s  o f  t h e  f e d e r a l  a g e n c i e s .

A l s o ,  a t  t h e  b a n k s '  r e q u e s t ,  " c o r r e s p o n d i n g "  w a s  r e m o v e d  in
(2) t o  a l l o w  t h e  d e p a r t m e n t  t o  e q u a l i z e  c o m p e t i t i o n  b e t w e e n  
f i n a n c i a l  i n s t i t u t i o n s  r e g a r d l e s s  o f  w h a t  t h e y  a r e  c a l l e d .

S e c c i o n  5. C u r r e n t  A S  0 6 . 0 5 . 0 6 0 ( a )  a n d  (b) . O n l y  c h a n g e  is to  
c l a r i f y  t h a t  t h i s  s e c t i o n  a p p l i e s  o n l y  t o  r e c o r d s  r e l a t i n g  to 
f i n a n c i a l  i n s t i t u t i o n s ,  n o t  a l l  r e c o r d s  o f  D CED.

S e c t i o n  6. (a) - (d) . N e w  c e a s e  a n d  d e s i s t  p r o v i s i o n s ,  t o  m o r e
a c c u r a t e l y  s e t  o u t  t h e  p r o c e d u r e  u s e d  b y  t h e  d e p a r t m e n t ;  e x i s t i n g  
l a w  h a s  b e e n  c o n f u s i n g .  T h e s e  n e w  s u b s e c t i o n s  a r e  g e n e r a l l y  t a k e n  
f r o m  t h e  F D I C  A c t  (12 U S C  1 8 1 8 ( b )  (1)) a n d  t h e  A l a s k a  S e c u r i t i e s  A c t  
(AS 4 5 . 5 5 . 2 0 0 ( a ) ) ,  b o t h  o f  w h i c h  h a v e  p r o v e n  t r a c k  r e c o r d s .  (d) 
w i l l  p e r m i t  t h e  d e p a r t m e n t  t o  i s s u e  t e m p o r a r y  o r d e r s  b e f o r e  a 
h e a r i n g ,  t o  e n s u r e  p r e s e r v a t i o n  o f  t h e  s t a t u s  q u o  ( l i k e  a T R O ) .

(d) C u r r e n t  (b) , a m e n d e d  t o  m a k e  it  c l e a r  t h a t  p u b l i c  h e a r i n g s
n e e d  n o t  b e  h e l d  i n  c e a s e  a n d  d e s i s t  p r o c e e d i n g s .

(e) C u r r e n t  (c) & p a r t  o f  (d) , w i t h o u t  s u b s t a n t i v e  c h a n g e ;  t h e
r e s t  o f  (d) h a s  b e e n  m o v e d  t o  S e c t i o n  8 o f  t h e  b i l l .

(f) C u r r e n t  ( e ) .
(g) D e f i n e s  " u n s a f e  o r  u n s o u n d  p r a c t i c e . "

S e c t i o n  7. T h i s  s e c t i o n  c o n s o l i d a t e s  a l l  p e n a l t y  p r o v i s i o n s  f r o m  AS 
06 r e l a t i n g  t o  f i n a n c i a l  i n s t i t u t i o n s .  E x i s t i n g  p e n a l t y  
p r o v i s i o n s ,  s c a t t e r e d  t h r o u g h o u t  t h e  c o d e ,  a r e  r e p e a l e d  i n  t h i s  
b ill.

( a ) . T h e  c r i m i n a l  s e n t e n c e s  o n  i n d i v i d u a l s  a r e  g e n e r a l l y  k e p t



v '• f o r  a l l  b a n k  h o l d i n g  c o m p a n i e s  t h a t  w i s h  t o  p u r c h a s e  a b a n k  o r  b a n k  
h o l d i n g  c o m p a n y  d o i n g  b u s i n e s s  in A l a s k a .

( b ) . C u r r e n t l y  sec. 2 3 5 ( f ) .
(c) . T a k e n  f r o m  3 A A C  0 2 . 9 1 0 ( b ) .

S e c t i o n  88. T h i s  a m e n d s  t h e  e x e m p t i o n  f r o m  t h e  s m a l l  l o a n  a c t  f o r  
p a w n b r o k e r s  f r o m  $ 2 0 0  t o  $ 5 0 0 .  T h e  c u r r e n t  f i g u r e  d a t e s  b a c k  a t  
l e a s t  t o  1931, a n d  i n f l a t i o n  m a k e s  a h i g h e r  l i m i t  n o w  a p p r o p r i a t e .

S e c t i o n  89. T h i s  h a s  b e e n  c h a n g e d  t o  c l a r i f y  t h a t  t h e  p r o v i s i o n s  o f  
t h e  b a n k i n g  c o d e  a p p l y  t o  t r u s t  c o m p a n i e s  e n g a g e d  in t h e  b u s i n e s s  
o f  b a n k i n g .

S e c t i o n  90. T e c h n i c a l  a m e n d m e n t .

S e c t i o n  91. A l l o w s  c r e d i t  u n i o n s  t o  d e s i g n a t e  e x e c u t i v e  o f f i c e s  i n  
b y l a w s .  ( A d d e d  i n  F i n a n c e  C o m m i t t e e . )

S e c t i o n  92. A l l o w s  b o a r d  o f  d i r e c t o r s  t o  a p p o i n t  c r e d i t  c o m m i t t e e ,  
i n s t e a d  o f  r e q u i r i n g  t h e  c o m m i t t e e  t o  b e  e l e c t e d  a t  a n n u a l  m e e t i n g .  
( A d d e d  i n  F i n a n c e  C o m m i t t e e . )

S e c t i o n  93. A l l o w s  c r e d i t  u n i o n  t o  d e s i g n a t e  t i t l e s  a n d  o f f i c e s  o f  
t h e  e x e c u t i v e  o f f i c e r s .  ( A d d e d  in F i n a n c e  C o m m i t t e e . )

S e c t i o n  94. R e q u i r e s  b o a r d  o f  c r e d i t  u n i o n  t o  a p p o i n t  a CEO, 
c a l l e d  t h e  p r e s i d e n t ,  t o  b e  i n  c h a r g e  o f  o p e r a t i o n s .  ( A d d e d  in 
F i n a n c e  C o m m i t t e e . )

S e c t i o n  95. T e c h n i c a l  a m e n d m e n t s ,  c o n s i s t e n t  w i t h  S e c t i o n  92. 
( A d d e d  i n  F i n a n c e  C o m m i t t e e . )

S e c t i o n  96. A l l o w s  m o r e  t h a n  o n e  l o a n  o f f i c e r  t o  s e r v e  o n  t h e  
c r e d i t  c o m m i t t e e .  ( A d d e d  i n  F i n a n c e  C o m m i t t e e . )

S e c t i o n s  97 a n d  98. M a k e s  t h e  C o r p o r a t i o n  C o d e  a p p l i c a b l e  t o  b a n k s .  

S e c t i o n  99. C o n f o r m i n g  a m e n d m e n t .

S e c t i o n  100. C l a r i f i e s ' t h a t  t h e  C o n s u m e r  P r o t e c t i o n  A c t ,  w h i l e  
e x e m p t i n g  t r a n s a c t i o n s  r e g u l a t e d  u n d e r  A S  0 6 . 0 5 ,  a p p l i e s  t o  a l l  
o t h e r  b a n k  t r a n s a c t i o n s ,  a n d  i n  p a r t i c u l a r  t h o s e  b e t w e e n  b a n k s  a n d  
t h e i r  c u s t o m e r s .

S e c t i o n  101. T e c h n i c a l  a m e n d m e n t .

S e c t i o n  102. R e p e a l e r s :
AS 06.01.010(c). N o w  c o v e r e d  b y  A S  0 6 . 0 1 . 0 3 5 ( h ) .
AS 06.05.015. I n c l u d e d  i n  n e w  A S  0 6 . 0 5 . 0 0 5 ( b ) ( 7 ) .
AS 0 6 . 0 5 . 0 2 0 .  (a). A l l  c o v e r e d  e l s e w h e r e  i n  t h e  c o d e .
(b) . T h e  f i r s t  s e n t e n c e  is a l r e a d y  c o v e r e d  b y  A S  0 6 . 0 1 . 0 3  0 (in 

t h i s  b i l l ,  s u b s e c t i o n  (f)). T h e  r e s t  d u p l i c a t e s  c o m m o n  law, e x c e p t
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f o r  t h e  l a s t  s e n t e n c e ,  w h i c h  is a l a b o r  l a w  i s s u e  a n d  s h o u l d  n o t  b e  
in  t h e  c o d e .

A S  06.05.025. A l l  p r o v i s i o n s  r e l a t i n g  t o  e x a m i n a t i o n s  a r e  n o w  
in A S  0 6 . 0 1 .  T h i s  s e c t i o n  is c o n t a i n e d  i n  A S  0 6 . 0 1 . 0 1 5 .

A S  0 6 . O S . G 3 0 .  M o v e d  t o  A S  0 6 . 0 5 . 0 0 5 ( b ) ( 1 ) /  s e e  n o t e s  t o  t h a t  
p r o v i s i o n .

AS 06.05.035. A l r e a d y  c o v e r e d  b y  A S  0 6 . 0 1 . 0 1 0 .
AS 06.05.040. M o v e d  t o  A S  0 6 . 0 1 . 0 1 5 ( a ) .
AS 0 6 . 0 5 . 0 5 5 .  S o m e  o f  t h e  i n f o r m a t i o n  ((1) a n d  (2)) is a l r e a d y  

e s s e n t i a l l y  d o n e ,  t h r o u g h  t h e  g o v e r n o r ' s  l e g i s l a t i v e  r e q u e s t s ,  a n d  
t h e  r e s t  e i t h e r  is u n n e c e s s a r y  f o r  l e g i s l a t o r s  o r  is p u b l i c  
i n f o r m a t i o n .  T h i s  is a n  e x p e n s i v e  a n n u a l  e x e r c i s e  f o r  t h e  d i v i s i o n  
( e s t i m a t e  is 30 p e r s o n - d a y s )  t h a t  is u n n e c e s s a r y .

AS 06.05.060. (a) a n d  ( b ) . M o v e d  t o  A S  0 6 . 0 1 . 0 2 5 ,  t o  a p p l y  t o  
a l l  f i n a n c i a l  i n s t i t u t i o n s .

( c ) . A l r e a d y  c o v e r e d  in A S  0 9 . 2 5 . 1 1 0 .
AS 06. 05.065. (d) a n d  (e) . I n c l u d e d  i n  c o m p r e h e n s i v e

p e n a l t i e s  s e c t i o n ,  A S  0 6 . 0 1 . 0 3 5 .
( f ) . D e f i n i t i o n  n o  l o n g e r  u s e d  in t h e  c o d e .
AS 0 6.05.070. M o s t  o f  t h i s  s e c t i o n  is o b s o l e t e .  W e  h a v e

r e p e a l e d  it a n d  s i m p l y  p r o v i d e d  in A S  0 6 . 0 5 . 0 0 5  t h a t  t h e  d e p a r t m e n t
w i l l  a d o p t  r e g u l a t i o n s  f o r  r e c o r d s  r e t e n t i o n  (which- i t  h a s  a l r e a d y  
d o n e  i n  c u r r e n t  3 A A C  0 2 . 0 1 0 ) .

AS 06.05.080. A l r e a d y  e s t a b l i s h e d  i n  A l a s k a  c a s e  law.
AS 06.05.085. A l r e a d y  c o v e r e d  b y  A l a s k a  c a s e  law.
AS 06.05.090(c). T h i s  is i n c l u d e d  in c o m p r e h e n s i v e  p e n a l t i e s  

s e c t i o n ,  A S  0 6 . 0 1 . 0 3 5 .
AS 06.05.130. T h i s  s e c t i o n  is e s s e n t i a l l y  s u p e r s e d e d  i n

s u b s t a n c e  b y  t h e  UCC, A S  4 5 . 0 4 . 4 0 6 .
AS 06.05.175(c). T h i s  i s  a l r e a d y  c o v e r e d ;  a n y  v i o l a t i o n  of  t h e

c o d e  is s u b j e c t  t o  d i s c i p l i n e  a n d / o r  e n f o r c e m e n t  a c t i o n  u n d e r  A S
0 6 . 0 1 .  t '

AS 06.05.185. T h e  s e c t i o n s  r e l a t i n g  t o  t r u s t  c o m p a n i e s  (AS 
0 6 . 0 5 . 1 8 5  - 0 6 . 0 5 . 1 9 5 )  a r e  o b s o l e t e  a n d  a r e  t h e r e f o r e  r e p e a l e d .  
T h e s e  p r o v i s i o n s  a r e  a l r e a d y  c o v e r e d  in  t h e  t r u s t  c o m p a n y  act, 
s p e c i f i c a l l y  A S  0 6 . 2 5 . 0 8 5 .

AS 06.05.190. S e e  n o t e  t o  p r e v i o u s  s e c t i o n .
A S  06.05.195. S e e  n o t e  t o  r e p e a l  of  A S  0 6 . 0 5 . 1 8 5 .
AS 06. 05.200 (b) and (c) . T h e s e  a r e  p r o c e d u r a l  m a t t e r s  t h a t  

w i l l  b e  p u t  in r e g u l a t i o n s .  A l s o ,  t h e  p e r m i s s i b l e  l i s t  o f  d e p o s i t s
w i l l  b e  e x p a n d e d  t o  i n c l u d e  d e p o s i t s  h e l d  b y  t h e  F e d e r a l  R e s e r v e
B a n k  a n d  t h e  F e d e r a l  Horae L o a n  Bank, t o  m a k e  t h e  r e g u l a t i o n s  
c o n s i s t e n t  w i t h  c u r r e n t  p r a c t i c e .

AS 06.05.205. (a). B y  r e g u l a t i o n  a d o p t e d  u n d e r  A S
0 6 . 0 5 . 4 3 8 ( c ) ,  a r e q u i r e m e n t  w i l l  b e  i n s e r t e d  t h a t  w h e n  l e n d i n g  
r e p o r t s  a r e  m a d e  t o  t h e  b o a r d ,  a l l  l o a n s  o v e r  a s p e c i f i e d  a m o u n t  
( h i g h e r  t h a n  $ 2 5 , 0 0 0  - p r o b a b l y  $ 1 0 0 , 0 0 0 )  w i l l  b e  s p e c i f i c a l l y  
i d e n t i f i e d .

( e ) . A l r e a d y  c o v e r e d  u n d e r  s o u n d  l e n d i n g  p r a c t i c e s .
( f ) . O b s o l e t e .
AS 06.05.206. A l l  s p e c i a l  s t a t u t o r y  r e s t r i c t i o n s  o n  r e a l  

e s t a t e  l o a n s  a r e  r e p e a l e d  in  t h i s  d r a f t  o f  t h e  c o d e ,  e x c e p t  t h o s e
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srill remaining m  AS 06.05.2 07. 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 
06.05.433(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 
comments to bill section 46.

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 9.
AS 0 6.05.3 67. Most of this section is incorporated into new AS 

06.05.565. 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 0 6 . 0 5 . 3 9 0 .  C o v e r e d ,  w i t h  m in o r  v a r i a t i o n s ,  b y  AS 1 0 . 0 6 . 4 9 0 .
AS 0 6 . 0 5 . 3 9 5 .  S u b s t a n c e  m o v e d  t o  a n d  i n c o r p o r a t e d  i n  AS  

0 6 , 0 5 . 3 5 0 ( a ) .
A S  0 6 . 0 5 . 4 3 0 .  C o v e r e d  b y  AS 1 0 . 0 6 . 4 0 5  a n d  1 0 . 0 6 . 4 1 5 .
A S  0 6 .  0 5 4 3 5 .  ( b )  . C o v e r e d  b y  AS 1 0 . 0 6 . 2 2 3 .
( e ) .  C o v e r e d  b y  AS 1 0 . 0 6 . 4 6 5 .

A S  0 6 .  0 i * • 4 4 3 .  C o m b in e d  w i t h  AS 0 6 . 0 5 . 4 4 5 .
A S  0 6 . 0 5 . 4 6 5 .  V o l u n t a r y  l i q u i d a t i o n s  w i l l  n o w  b e  c o v e r e d  u n d e r  

t h e  s a m e  p r o c e d u r e  a s  i n v o l u n t a r y  o n e s ,  i . e .  u n d e r  t h e  c o n t r o l  o f  
t h e  d e p a r t m e n t .  S e e  AS 0 6 . 0 5 . 4 6 8 ( a )  i n  S e c t i o n  8 2  o f  t h e  b i l l .  O f  
c o u r s e ,  i f  a  b a n k  w is h e s  t o  v o l u n t a r i l y  d i s s o l v e  a n d  t h e r e  i s  n o  
r e a s o n  f o r  t h e  d e p a r t m e n t  t o  g e t  s i g n i f i c a n t l y  i n v o l v e d ,  t h e
d e p a r t m e n t  c a n - a p p o i n t  t h e  e x i s t i n g  b o a r d  a s  r e c e i v e r .

A S  0 6 . 0 5 . 4 7 0 .  T h i s  s e c t i o n  h a s  b e e n  s p l i t  u p  t o  m a k e  i t  m o re  
m a n a g e a b le .  T h e  s u b s t a n c e  o f  t h i s  s e c t i o n  r e m a i n s  e s s e n t i a l l y
u n c h a n g e d .

( a ) .  S u b s t a n c e  m o ^ e d  t o  s e c . /  4 6 8 ( a ) .
( d ) . N ow  s e c .  4 6 8 ( d ) .
( f ) . N o w  s e c .  4 7 1 ( a ) .
( j )  a n d  ( k )  . N ow  s e c .  4 7 1 ( b )  a n d  ( c )  .
( 1 )  -  ( n ) . Now  s e c .  4 7 2 .
( o )  -  ( y )  . Now  s e c .  4 7 3 . .  .
( z )  . N ow  s e c .  4 7 4 .

A S  0 6 . 0 5 . 4 8 0 .  M o v e d  t o  s e c .  3 5 0 ( d ) .
A S  0 6 . 0 5 . 4 8 5 .  M o v e d  t o  n e w  s e c .  2 6 2 .
AS 0 6 . 0 5 . 4 9 0 .  I n c l u d e d  i n  c o m p r e h e n s iv e  p e n a l t i e s  s e c t i o n ,  AS

0 6 . 0 1 . 0 3 5 .
AS 0 6 . 0 5 . 4 9 5 .  D u p l i c a t i v e ;  sam e a s  s e c .  4 7 0 ( g ) ( 2 ) .
AS  0 6 . 0 5 . 5 0 0  -  0 6 . 0 5 . 5 2 0 .  C o v e r e d  b y  c o m p r e h e n s iv e  p e n a l t i e s  

s e c t i o n .
AS 0 6 . 0 5 . 5 2 5 .  C o v e r e d  b y  AS 0 6 . 0 1 . 0 3 0 , .
AS 0 6 . 0 5 . 5 3 0 .  O b s o l e t e .
A S  0 6 . 2 0 . 3 2 0 ( b ) .  C o v e r e d  b y  n e w  c o m p r e h e n s i v e  p e n a l t i e s  

s e c t i o n ,  A S  0 6 . 0 1 . 0 3 5 .
AS 0 6 . 2 5 . 0 6 0 .  C o v e r e d  b y  c o m p r e h e n s iv e  p e n a l t i e s  s e c t i o n .
AS 0 6 . 2 5 . 0 7 0 .  A l s o  c o v e r e d  b y  c o m p r e h e n s iv e  p e n a l t i e s  s e c t i o n .
AS 0 6 . 2 5 . 3 2 0 .  A l s o  c o v e r e d  b y  c o m p r e h e n s iv e  p e n a l t i e s  s e c t i o n .
AS 0 6 . 3 0 .  R e p e a ls  s t a t e  S a v in g s  A s s o c i a t i o n  A c t .
AS 0 6 . 4 0 . 1 6 0 ( b ) ' .  C o v e r e d  b y  c o m p r e h e n s iv e  p e n a l t i e s  s e c t i o n . .
AS 0 6 . 4 5 . 3 2 0 .  C o v e r e d  b y  c o m p r e h e n s iv e  p e n a l t i e s  s e c t i o n .
AS 0 6 . 4 5 . 3 3 0 .  A l s o  c o v e r e d  b y  c o m p r e h e n s iv e  p e n a l t i e s  s e c t i o n .

S e c t i o n  1 0 3 .  T r a n s i t i o n a l  p r o v i s i o n s .
( a )  M a k e s  s u r e  t h a t  t h e  n e w  C o r p o r a t i o n s  C o d e  a p p l i e s  t o  a l l  

b a n k s .
( b )  R e q u i r e s  e x i s t i n g  b a n k s  t o  am en d  t h e i r  a r t i c l e s  t o  c o n f o r m  

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

S e c t i o n  1 0 4 .  N o t e s  p o s s i b l e  C o u r t  R u le  c h a n g e .

Section 105. E f fe c t iv e  date 1 /1 /9 4 .



S E N A T O R  K E L L Y 'S  B U L L E T S  F O R  S B  1 4 9  

B A N K I N G  C O D E  R E V I S I O N

T h e  e x i s t i n g  c o d e  w a s  t a k e n  f r o m  O r e g o n  la w  a t  t h e  t i m e  o f  
A l a s k a  S t a t e h o o d  in  1 9 5 9 ,  a n d  i s  n o w  v i e w e d  a s  o b s o l e t e  b y  
t h o s e  in  t h e  i n d u s t r y  a s  w e l l  a s  t h e  d i v i s i o n  o f  b a n k i n g .
S i n c e  t h e  c o d e  w a s  a d o p t e d  t h e  f i n a n c i a l  m a r k e t  p l a c e  h a s  
c h a n g e d  s u b s t a n t i a l l y  a n d  w e 'v e  e x p e r i e n c e d  n u m e r o u s  b a n k  
f a i l u r e s .

F o r  t h e  p a s t  f e w  y e a r s  t h e  D i v i s i o n  o f  B a n k i n g ,  S e c u r i t i e s  
a n d  C o r p o r a t i o n s  h a s  b e e n  w o r k i n g  t o  i d e n t i f y  a r e a s  w h e r e  
t h e  c o d e  n e e d s  u p d a t i n g  a n d  r e v i s i o n .  M o r e  r e c e n t l y ,  t h e  5  
s t a t e  c h a r t e r e d  b a n k s  in  t h e  S t a t e  h a v e  b e e n  w o r k i n g  w i t h  
t h e  b a n k i n g  d i v i s i o n  t h r o u g h  t h e  S e n a t e  L a b o r  & C o m m e r c e  
C o m m i t t e e  t o  a d d r e s s  t h e s e  n e e d e d  r e v i s i o n s .  T h e  r e s u l t  o f  
t h e s e  e f f o r t s  i s  S e n a t e  B ill 1 4 9 .

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

E v e r y  b a n k i n g  i n s t i t u t i o n  in  t h e  s t a t e  w a s  i n v i t e d  t o  r e v i e w  
a n d  c o m m e n t  o n  t h e  l e g i s l a t i o n  b e f o r e  i n t r o d u c t i o n .  In  
a d d i t i o n ,  M r. K i r k p a t r i c k  a g r e e d  t o  p r o v i d e  a  d r a f t  o f  
r e g u l a t i o n s  t h a t  w o u l d  r e s u l t  f r o m  t h e  i m p l e m e n t a t i o n  o f  t h e  
b a n k i n g  c o d e  r e v i s i o n .  It h a s  b e e n  a  c o n s t r u c t i v e  a n d  
c o l l e c t i v e  e f f o r t .

W ith  t h a t ,  I 'll t u r n  it  o v e r  t o  W H Its= K irk p F a tf1 u k  a n d  J e f f  B u s h .
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A l a s k a  B u s i n e s s  N e w s  S u m m a r i e s
D u b i o u s  “f i r s t ” in  t h e  n a t i o n :  B a d  l o a n  r a t i o s  r i s i n g  a t  b a n k s

Banks in Alaska were ranked number 1 in rising bad loans among the nation ’ s banks for the first nine months 
of 1992. Loans 90 days past due went up eight-tenths of 1 percent to 2.2 percent of total loans of $2.17 billion. 
National Bank of Alaska, Key Bank of Alaska and First Bank in Ketchikan were the chief banks with the bad 
loan problem. NBA had a 255 percent jump to $14.2 million in its nonperforming loans, or 1.45 percent of 
total loans. However, NBA said that nonperformers fell to $6.9 million in the fourth quarter of 1992 as some 
of the large borrowers got back on track. Key Bank’s bad loans rose 59 percent by Sept. 30, 1992 to $23.2 
million, or 4.45 percent of total loans. First Bank saw nonperforming loans surge 155 percent to $122,000, 
or two-tenths of 1 percent of total loans.

AC COMPANY WANTS MORE NATIVES IN MANAGEMENT: The Alaska Commercial Co. says its will 
create a regional training center in Bethel with the goal of bringing more Natives into management jobs in 
the chain. The center should be in place this year and AC officials say they hope to recruit up to 20 qualified 
employees a year and bring them to Bethel for intensive four-month management training courses. Alaska 
Commercial will need new workers, especially managers, in order to reach its aim of opening 15 to 25 new 
stores in the Bush in the next five years.

North West Co., owner of the Alaska Commercial Co. anti Canada's largest hush retailer, says its 
expansion plans include a new store for Nome. The new store will probably be near the site of the present 
store and construction should begin within two or three years. The Nome store would be 20,000 square feet, 
with a deli, a bakery and a convenience store open 24 hours a day. Togiak will also get an AC store. AC took 
over the Native-owned Our Store in mid-January and will operate that store under the old name. AC has 
a long-term lease renewable every five years for 20 years, officials say. The store was remodeled and 
/ tstocked; it now includes a fresh meat and produce department.

JUNEAU MAY GET NEW HOUSING GRANTS: A Juneau city-borough assembly committee recom­
mended awarding $507,000 to three low-income housing projects that would build 42 !ow-income 
apartments in Juneau. The money would come from the balance of a $500,000 state housing grant that the s- 1 
rr unicipality received in 1991 and from the assembly lands fund. The committee also recommended that the 
land fund be reimbursed with payments made to the city-borough from low-income housing loans made in 
early 1980s.

UAF’S SUPERCOMPUTER MAY FACE CONGRESSIONAL SCRUTINY: University of Alaska Fair­
banks officials say they think their new $25 million Cray supercomputer may be among the 50 federally- 
funded projects being investigated by the House Science Committee. The computer would be used to study 
the arctic; and university officials say UA is unfairly accused of pork barrel research schemes because it is 
so often the sole recipient of federal grants to study the arctic. Also, UA’s supercomputer is vital because 
it is in the arctic where the first major effects of global change will take place, officials say. Other Alaskan 
programs under scrutiny include the $12.5 million project to renovate Poker Flat Research Range and the 
S60 million High-Frequency Auroral Research Program, which seeks to build a high-powered transmitter 
to investigate the ionosphere and communicate with satellites under arctic ice.

RADIO NETWORK BUYS TWO RADIO STATIONS: Alaska Broadcast Communications bought two 
Anchorage radio stations, KBRJ-FM and KHAR-AM, from Sourdough Broadcasters The Juneau-based 
company now has a total of nine stations in the state. The company says it is looking for a strong morning 
disc jockey and sales people for KBRJ, a country music station. The two Anchorage stations will broadcast 
news from the Great Land News Network, the company’s newscast that began earlier this month.

Page 4 ________
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April 7, 1993

TO: REPRESENTATIVE BILL HUDSON/CHAIRMAN, HOUSE LABOR & COMMERCE COMMITTEE

SUBJECT: SENATE BILL 149
ITEM it2

Dear Mr. Hudson:

}}2. Insurance Sales and Service:

Flease understand that I as an Alaska resident Insurance Agency Owner do not 
object to new competitors (new agencies) entering the insurance sales field.

I DO OBJECT TO A COMPETITOR THAT WILL HAVE ACCESS TO THE "TRADE SECRETS" AND 
THE "INTELLECTUAL PROPERTY" OF NY BUSINESS.

Each time I provide a bank with a certificate showing coverage for a property 
insured through my agency, I have given the bank competitor the coverage 
information on the property and the "EXPIRATION DATE" of the clients policy. 
The expiration date allows THE bank competitor to "TARGET" u y  clients WITH 
A gre at degree of ac c u r a c y.

CURRENTLY I DO NOT PROVIDE MY COMPETITORS WITH A LIST OF MY CLIENTS, AND THE 
EXPIRATION DATES OF THEIR POLICIES. If Senate Bill 149 passed, every bank 
in Alaska will have inside information concerning my clients and a very strong 
competitive edge on mi business,

PLEASE DO NOT PASS SENATE BILL 149, OR IF PASSED PLEASE DELETE ITEM it 2. 

Cordially,

Mike Miller 
President, Owner

114 South Franklin No .107 Juneau, Alaska 99801 (907) i>06-6834 FAX 463*3400.» *'l. . -  • ..
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TO:.

P O R T E R " S P A U L D I N G  I N S U R A N C E
PROPERTY « CASUALTY ■ PERSONAL & COMMERCIAL INSURANCE

o u n  PHONE NUMBER IS: 1-907-225-9841 • OUR FAX NUMBER iS: 1-907-225-1718
FACSIMILE COVER SHEET

L-465-6790House Labor and Commerce   FAX H ....
Plooao deliver the following pagole) to :... Chairman Rap. Hudson and Committee Members

CLIENT NAME:____ ______________________________ ____________________________
POLICY NUMBER: vif onyl ____________________ ______ ____________________________

TOTAL NUMBER OF PAGES: (Including cover page) * . DATE:. 4-7-93 .FROM:.
.      Expires
Arne W o r s e n

COMMENTS: Reference Senate Dili H149 and in particular Sec. 0G.05.272 relating to flank

Subsidiaries and most importantly the section that says "...if the subsidiary

ha3 tho necessary licenses and permits and the operation i3 not detrimental to 

the bank’s business: (2) Insurance Sales and Cervices.".

Tho Independent Insurance Agents and Brokor3 Associations Nation-wide have 

been fighting this intrusion into our industry for many years...To think the

State of Alaska would entertain a proposal to allow banking into tho Insurance

business is uriconsciencable, Tho opportunities for a banking institution to

Lntimidate borrowers to insure through a given bank is not nerving the best

interests of tho public.

I strongly urge your committee to stop thi3 bill or at the very least, have

the section on insurance sales and services deleted.
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s h a t t a c k  &  g r u m m e t t ,  i n c .
1'^'IAIU.ISIIIUllHtUi

in su ran ce  • b o n d ssiiaiuick
ALL1CN il SU/vrrOCK
rtouuti ii.siiattik'k,cjui.h. Juneau, Alaska U£)H()l
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F A X  T R A N S M I T T A L  M E M O

DATE: APRIL 7, 1993
TO; BILL HUDSON, REPRESENTATIVE

CHAIRMAN, LABOR fi COMMERCE COMM.
JUNEAU, ALASKA

FAX: 4 6 5 - 6 7 9 0

FROM: ROGER GRUMMETT

F A X :  9 0 7 - 5 0 6 - 3 7 7 0

RE: SENATE BILL #149

I WOULD APPEAL TO YOU TO REMOVE THE INSURANCE SALES AND 
SERVICE FROM THTS BILL. THIS PLACES A DISTINCT DISADVANTAGE 
TO THE INDEPENDENT INSURANCE AGENT WHEN PROSPECTING A 
POTENTIAL CLIENT WHO IS DEALING WITH A BANK ON HOMEWONER3 
AND OTHER PERSONAL INSURANCE NEEDS.

I CAN SPEAK TO THE FACT THAT ALASKA FEDERAL SAVINGS AND LOAN 
ASSN. WAS ONCE IN THE INSURANCE BUSINESS AND ELECTED TO GET 
OUT AFTER A COUPLE OF YEARS-

AGAIN, I CAN SEE NO MERIT TO THE BANKS IN THE INSURANCE BUSINESS 
AND WOULD ASK THAT YOU LOOK AT THIS BILL VERY CLOSELY AND DELETE 
THAT PORTION.

THANKS

TOTAL PAGES INCL. 
THIS PAGE: 1

MlCJIAKI. A. CrlKiiMMlVlV
koubh ohijmmutt 
nancy l„ l.smtw*

I'HONE: Gnn.?/.14 INSURE AND III- SURE FAX: 5800770
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W A L T E R  J .  N I C K E L ,  G O V E R N O R

P.O.BOX 110807 
JUNEAU, ALASKA 39811-0807 
Banking & Securities (907) 466-252i 
Corporation Section (907) 465-2530

A N C H O R A G E
Corporation Information (907) 563-2161

March 17, 1993

The Honorable Tim K e l ly  
Alaska S ta te  Senate 
Sta te  C a p ito l 
Juneau, AK 99801-1182

Dear Senator K e l ly :  

Re: Senate B i l l  149
The Need f o r  a New Alaska Banking Code

The c u r re n t  Alaska Banking Code (AS 06,05) is  c r i t i c a l l y  o b s o le te .  The 
e x is t in g  code was taken from Oregon law a t  the t im e o f  A laska s ta tehood , and 
has had o n ly  m inor r e v is io n s  s ince  then . The D iv is io n  o f  Bank ing , S e c u r i t ie s  
and C o rpo ra t ions  ( d iv i s io n )  has f o r  the  pas t few years  been w ork ing  to  i d e n t i f y  
areas where changes in  the code are needed. These changes f a l l  in to  th re e  
bas ic  c a te g o r ie s :

I .  obsolescence concern ing to d a y 's  f in a n c ia l  i n s t i t u t i o n  
m arke tp lace ;

I I .  obsolescence in  address ing  problems o r  f a i l i n g  banks; and 
I I I ,  the  need f o r  a banking law th a t  cou ld  p rov ide  a d d i t io n a l  

economic development o p p o r tu n i t ie s .

Sec tion  I ,  The Marketp lace

Since s ta tehood , the re  have been vas t changes in  the f in a n c ia l  i n s t i t u t i o n  
m arke tp lace . I n t e r e s t  on dep os its  i s  no lo nge r re g u la te d ;  new c o m p e t i t io n  such 
as brokerage f i rm s  now o f f e r  i n t e r e s t  on d e p o s i ts ,  which a ls o  has check ing 
p r iv i le g e s .  C r e d i t  card is s u e rs  have now grown to  in c lu d e  a te lephone company 
and an autom obile  m anu fac tu re r.  The amended Alaska Banking Code p rov ides  more 
f l e x i b i l i t y  to  change through r e g u la t io n .

Other amendments address a d d i t io n a l  banking powers l i k e  in te r n a t io n a l  banking 
and in te r n a t io n a l  b ranch ing , in c lu d in g  in t e r s t a t e  b ranch ing ; p ro v is io n s  f o r  
bank s u b s id ia r ie s ;  and revamps e x is t in g  lend ing  s ta tu te s  a long w i th  reserves  
and c a p i ta l  requ irem en ts .

E x is t in g  law g ives  the department a u th o r i t y  to  promulgate r e g u la t io n s  in  
c o n f l i c t  w i th  s ta tu te s  to  p rov ide  c o m p e t i t iv e  p a r i t y  w i th  n a t io n a l ly - c h a r te r e d  
banks. The amendments o f  the banking code b r in g  those p r i o r  p a r i t y  re g u la t io n s  
in t o  s ta tu to r y  conformance.

Number I I ,  Problem and F a i l i n g  I n s t i t u t i o n s

The c u r re n t  A laska Banking Code i s  com p le te ly  o u t - o f - s t e p ,  when addressing 
f a i l i n g  f in a n c ia l  i n s t i t u t i o n s .  One o f  the most obvious p ro v is io n s  is  the

0 » - M t 4 L M
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assessment o f  s to c k h o ld e rs  in  s i t u a t io n s  o f  " im pairm ent o f  c a p i t a l . "  The 
assessment o f  shareho lde rs  to  Increase c a p i ta l  o f  a bank i s  v i r t u a l l y  a 1930's 
a c t io n  in  a u n i t -b a n k  system, where banks are c lo s e ly  h e ld  in  a small community 
s e t t i n g .  The amendments to  the banking code p rov ide  a s e r ie s  o f  a d m in is t ra t iv e  
a c t io n  t h a t  p rov id e  due process f o r  address ing unsafe and unsound c o n d i t io n s .  
Under due process, the department is  g iven the a u t h o r i t y  to  address v io la t io n s  
o f  the Alaska Banking Code which cou ld  i f  n o t  c o r re c te d ,  c a r r y  c i v i l  money 
p e n a l t i  es.

The amendments a lso  p ro v id e  f o r  methods o f  bank c lo s u re  w i th  FDIC as re c e iv e r  
which would a l lo w  m eaningfu l a c t io n  and preserve  due process. This c o r re c ts  a 
problem area p o in ted  o u t  by the Alaska Supreme C ourt in  Hoffman v . S ta te .

Section I I I ,  Improve Economic Development O p p o r tu n i t ie s

The c u r re n t  A laska Banking Code is  ve ry  r e s t r i c t i v e  as to  what banks can do or 
in v e s t  i n .  The re v is e d  code in c rea ses  the  powers banks w i l l  have, e s p e c ia l ly  
in  s u b s id ia ry  powers. Investments w i l l  be by r e g u la t io n ,  ra th e r  than a 
s ta tu to r y  inves tm en t menu. The s u b s id ia ry  p ro v is io n s  w i l l  g ive  f in a n c ia l  
I n s t i t u t i o n s  an o p p o r tu n i ty  to  broaden t h e i r  earn ing  c e n te rs ,  and increase  
s e rv ic e  a c t i v i t i e s  w i t h in  the community.

The amended t a l k i n g  code cou ld  in c re a s e  p o te n t ia l  development by a l lo w in g  
in te r n a t io n a l  banks to  e s ta b l is h  branches in  A laska . This p ro v is io n  alone has 
been ta rg e te d  by the departm ent as a need f o r  economic development. Far 
Eastern f in a n c ia l  i n s t i t u t i o n s  cou ld  e s ta b l is h  an o p e ra t in g  branch in  A laska ,  
which would be in  a b e n e f i c ia l  t im e  zone by be ing  equal d is ta n c e  to  many money- 
ce n te r  markets w o r ldw ide . These In te rn a t io n a l  o f f i c e s  cou ld  a ls o  p rov ide  
c a p i ta l  to  develop A laska resources . Th is  resource development by i n t e r ­
n a t io n a l branches cou ld  be i n  the  form o f  a s s is t i n g  the ban k 's  customers in  
processing needed resources from A laska .

The new code a ls o  p rov ides  f o r  i n t e r s t a t e  b ranch ing .  Alaska i s  f o l lo w in g  the 
S ta te  o f  New Y o rk 's  le a d ,  on the s u b je c t  o f  in t e r s t a t e  b ra n c h in g .  Preemption 
by Congress would have a d e t r im e n ta l  economic im pact on the S ta te  o f  A laska .
The amended code p rov ides  f o r  the p rope r  v e h ic le  t o  p r o t e c t  from undue 
c once n tra t io ns  and some o r d e r ly  c o n t ro l  in  ins tances  where th e re  would be 
in t e r s t a te  b ra n d l in g  in t o  A laska . Through m eaningfu l r e g u la t io n ,  in t e r s t a te  
branch ing  may then p rov ide  some a d d i t io n a l  a v a i la b le  c a p i ta l  to  Alaska m arkets , 
very  much l i k e  th a t  o f  i n t e r s t a t e  banking b ro u g h t in  1981.
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R E C O D I F I C A T I O N  O F  T H E  A L A S K A  B A N K I N G  C O D E  
S E C T I O N A L  A N A L Y S I S

S e c t i o n  1. T e c h n i c a l  c h a n g e .  A l a s k a  no  l o n g e r  i s s u e s  a " c h a r t e r , "  
s o  r e f e r e n c e s  to t h a t  terra a r e  e l i m i n a t e d  t h r o u g h o u t  t h e  s t a t u t e s .

S e c t i o n  2. T e c h n i c a l  c h a nge.

S e c t i o n  3. T h i s  is c u r r e n t  A S  0 6 . 0 5 . 0 2 5  a n d  0 6 . 0 5 . 0 4 0 ,  m o s t l y  w i t h  
m i n o r  t e c h n i c a l  c h a n g e s .  R e c o g n i z i n g  t h a t  e x a m i n e r s  s h o u l d  n o t  be 
p r e c l u d e d  f r o m  m e r e l y  i n v e s t i n g  in b a n k s ,  w e  h a v e  c h a n g e d  t h e  
p r o v i s i o n s  t o  a l l o w  a n  e x a m i n e r  t o  o w n  u p  t o  5% of t h e  v o t i n g  s t o c k  
o f  a n o t h e r  i n s t i t u t i o n ;  t h i s  w i l l  a l l o w  s i m p l e  i n v e s t m e n t s  b u t  w i l l  
n o t  p e r m i t  a n  e x a m i n e r  to h a v e  a c o n t r o l l i n g  o w n e r s h i p  i n t e r e s t  in 
a bank.

S i n c e  t h e  d e p a r t m e n t  e x a m i n e s  a l l  f i n a n c i a l  i n s t i t u t i o n s ,  n o t  
j u s t  banks, t h e  p r o v i s i o n s  r e l a t i n g  t o  e x a m s  h a v e  b e e n  m o v e d  t o  AS
0 6 . 0 1 ,  t h e  c h a p t e r  t h a t  a p p l i e s  t o  a l l  f i n a n c i a l  i n s t i t u t i o n s .

S e c t i o n  4. C h a n g e d  t o  b r i n g  t h e  s e c t i o n  u p  to date, g i v e n  t h a t  t h e  
l i s t  of f e d e r a l  a g e n c i e s  in t h e  c u r r e n t  s t a t u t e  is i n a c c u r a t e .  T h e  
c h a n g e  w i l l  m a k e  t h e  s t a t u t e  a p p l y  r e g a r d l e s s  o f  w h a t  c h a n g e s  o c c u r  
in  t h e  f u t u r e  to t h e  n a m e s  of t h e  f e d e r a l  a g e n c i e s .

Al so, a t  t h e  b a n k s '  r e q u e s t ,  " c o r r e s p o n d i n g "  w a s  r e m o v e d  in
(2) t o  a l l o w  t h e  d e p a r t m e n t  t o  e q u a l i z e  c o m p e t i t i o n  b e t w e e n  
f i n a n c i a l  i n s t i t u t i o n s  r e g a r d l e s s  of w h a t  t h e y  a r e  c a l l e d .

S e c t i o n  5. C u r r e n t  A S  0 6 . 0 5 . 0 6 0 ( a )  a n d  (b) . O n l y  c h a n g e  is t o  
c l a r i f y  t h a t  t h i s  s e c t i o n  a p p l i e s  o n l y  to  r e c o r d s  r e l a t i n g  t o  
f i n a n c i a l  i n s t i t u t i o n s ,  n o t  a l l  r e c o r d s  o f  DCED.

S e c t i o n  6. (a) - (c) . N e w  c e a s e  a n d  d e s i s t  p r o v i s i o n s ,  t o  m o r e
a c c u r a t e l y  s e t  o u t  t h e  p r o c e d u r e  u s e d  b y  t h e  d e p a r t m e n t ;  e x i s t i n g  
l a w  h a s  b e e n  c o n f u s i n g .  T h e s e  n e w  s u b s e c t i o n s  a r e  g e n e r a l l y  t a k e n  
f r o m  t h e  F D I C  A c t  (12 U S C  1818(b) (1)) a n d  t h e  A l a s k a  S e c u r i t i e s  A c t  
(AS 4 5 . 5 5 . 2 0 0 ( a ) ) ,  b o t h  of w h i c h  h a v e  p r o v e n  t r a c k  r e c o r d s .

(d) C u r r e n t  (b) , a m e n d e d  to  m a k e  it c l e a r  t h a t  p u b l i c  h e a r i n g s
n e e d  n o t  b e  h e l d  in c e a s e  a n d  d e s i s t  p r o c e e d i n g s .

(e) C u r r e n t  (c) & p a r t  of ( d ) , w i t h o u t  s u b s t a n t i v e  c h a n g e ;  t h e
r e s t  of (d) h a s  b e e n  m o v e d  t o  S e c t i o n  8 o f  t h e  b i ll.

(f) C u r r e n t  ( e ) .
(g) D e f i n e s  " u n s a f e  o r  u n s o u n d  p r a c t i c e . "

S e c t i o n  7. T h i s  s e c t i o n  c o n s o l i d a t e s  a l l  p e n a l t y  p r o v i s i o n s  f r o m  A S 
06 r e l a t i n g  t o  f i n a n c i a l  i n s t i t u t i o n s .  E x i s t i n g  p e n a l t y  
p r o v i s i o n s ,  s c a t t e r e d  t h r o u g h o u t  t h e  c o d e ,  a r e  r e p e a l e d  in t h i s  
b i l l .

( a ) . T h e  c r i m i n a l  s e n t e n c e s  on i n d i v i d u a l s  a r e  g e n e r a l l y  k e p t  
t h e  s a m e  as  in c u r r e n t  law. H o w e v e r ,  t h i s  w i l l  r a i s e  t h e  p o t e n t i a l  
c o r p o r a t e  s e n t e n c e s  f r o m  t h e  c u r r e n t  $ 2 0 , 0 0 0  ( $ 1 0 0 0  f o r  t r u s t



c o m p a n i e s )  t o  $ 2 0 0 , 0 0 0 ,  u n d e r  A S  1 2 . 5 5 . 0 3 5 (c) (B) . T h i s  s u b s e c t i o n  
s u p e r s e d e s  c u r r e n t  A S  0 6 . 0 5 . 0 6 5 ( e ) ,  0 6 . 0 5 . 0 9 0 ( c ) ,  0 6 . 0 5 . 2 1 0 ( b ) ,
0 6 . 0 5 . 2 3 5 ( d ) ,  0 6 . 0 5 . 5 2 0 ,  A S  0 6 . 2 0 . 3 2 0 ( b ) ,  a n d  A S  0 6 . 2 5 . 3 2 0 .

( b ) . S u p e r s e d e s  c u r r e n t  A S  0 6 . 4 0 . 1 6 0 ( b ) .
( c ) . T h i s  is c o n s i s t e n t  w i t h  c u r r e n t  A S  0 6 . 0 5 . 3 8 0 ( c ) ,  

0 6 . 0 5 . 5 0 0 ,  a n d  A S  0 6 . 2 5 . 0 6 0 ;  c u r r e n t  AS 0 6 . 0 5 . 5 1 0  s e e m s  to m a k e  it 
o n l y  a m i s d e m e a n o r  for t h e  s a m e  v i o l a t i o n s ,  b u t  a s i n g l e  c o n s i s t e n t  
p e n a l t y  is m o r s  a p p r o p r i a t e  in a l l  t h e s e  cases. S u p e r s e d e s  c u r r e n t  
A S  0 6 . 0 5 . 3 8 0 ( c ) ,  0 6 . 0 5 . 5 0 0 ,  0 6 . 0 5 . 5 1 0 ,  AS 0 6 . 2 5 . 0 6 0 ,  0 6 . 2 5 . 0 7 0 ,  a n d  
A S  0 6 . 4 5 . 3 2 0 .

( d ) . U n d e r  t h e  C r e d i t  U n i o n  Act, t h i s  is c u r r e n t l y  a C l a s s  A  
f e l o n y  (AS 0 6 . 4 5 . 3 3 0 ) .  T h e  g e n e r a l  c r i m i n a l  l a w  m a k e s  d e f r a u d i n g  
c r e d i t o r s  a m i s d e m e a n o r  f o r  up  t o  $500, a C l a s s  C f e l o n y  for $5 0 0  
t o  $ 2 5 , 0 0 0 ,  a n d  a C l a s s  B f e l o n y  for m o r e  t h a n  $ 2 5 , 0 0 0  (AS
1 1 . 4 6 . 7 3 0 ( c ) ) .  W e  h a v e  d e c i d e d  t o  g o  w i t h  t h e  C l a s s  C f e l o n y  f o r  
t h e s e  c a s e s .  S u p e r s e d e s  A S  0 6 . 0 5 . 4 9 0  a n d  A S  0 6 . 4 5 . 3 3 0 .

(e) a n d  (f) . F o r  i n t e n t i o n a l  v i o l a t i o n s  o f  t h e  c o d e  o r  t h e  
d e p a r t m e n t ' s  o r d e r s ;  t a k e n  f r o m  S e c u r i t i e s  Act, A S  4 5 . 5 5 . 2 0 0 ( b ) .  
N o t e  t h a t  (e) a l s o  a p p l i e s  t o  p e o p l e  w h o  c a u s a  o t h e r s  t o  v i o l a t e  
t h e  c o d e  o r  d e p a r t m e n t  o r d e r s .  A  p e r s o n  a s s e s s e d  a n  a d m i n i s t r a t i v e  
p e n a l t y  w o u l d  h a v e  a r i g h t  t o  a h e a r i n g  u n d e r  A S  0 6 . 0 1 . 0 3 0 .  T h e  
d i f f e r e n t i a l  r a t e s  for i n s t i t u t i o n s  as o p p o s e d  t o  i n d i v i d u a l s  is 
c o m m o n  in o t h e r  s t a t e s .  S e e  F L  a n d  O R  b e l o w .  F o r  p o i n t  of 
r e f e r e n c e ,  h e r e  is a s u m m a r y  of w h a t  s o m e  o t h e r  s t a t e s  a l l o w  f o r  
a d m i n i s t r a t i v e  fi n e s :

I N  a l l o w s  u p  t o  $ 1 5 , 0 0 0  p e r  v i o l a t i o n  (sec. 2 8 - 1 1 - 4 - 9 ) .
G A  a l l o w s  $ 1 0 0 0  p e r  d a y  p e r  v i o l a t i o n ,  u n t i l  c o r r e c t e d  (sec. 7 - 1 -  

91).
O R  a l l o w s  $ 2 5 0 0  p e r  v i o l a t i o n  for i n d i v i d u a l s ,  $ 5 0 , 0 0 0  f o r  

i n s t i t u t i o n s  (sec. 7 0 8 . 9 8 0 ) .
F L  a l l o w s  $ 1 0 , 0 0 0  p e r  d a y  if t h e  vie v ,s d u e  t o

r e c k l e s s n e s s ;  a n d  $ 5 0 , 0 0 0  p e r  d a y  for i n d i v i d u a l  . 5 0 0 , 0 0 0  p e r
d a y  f o r  i n s t i t u t i o n s  if t h e  v i o l a t i o n  is juTte....ional (sec. 
6 5 5 . 0 4 1 ) .

B y  t h e  way, t h e  F D I C  p e n a l t i e s  a r e  a l s o  v e r y  h i g h  —  $ 2 5 , 0 0 0  p e r  
d a y  f o r  r e c k l e s s  a c t i o n s ,  u p  t o  $1 m i l l i o n  p e r  d a y  f o r  i n t e n t i o n a l  
v i o l a t i o n s  (12 C F R  3 0 8 . 1 1 6 ) .

(g) . F o r  n o n - i n t e n t i o n a l  v i o l a t i o n s ,  t a k e n  f r o m  A S  
4 5 . 5 5 . 2 0 0 ( c ) ;  a l s o  a p p l i e s  t o  t h o s e  w h o  c a u s e  o t h e r s  t o  c o m m i t  a 
v i o l a t i o n .

(h) . S u p e r s e d e s  A S  0 6 . 0 1 . 0 1 0 ( c )  a n d  A S  0 6 . 0 5 . 5 0 5 .  T h e s e  
f i g u r e s  s e e m  c o n s i s t e n t  w i t h  t h o s e  u s e d  in o t h e r  s t a t e s .  H o w e v e r ,  
f o r  l a t e  c a l l  r e p o r t s  t h e  F D I C  u s e s  a s l i d i n g  s c a l e  b a s e d  o n  t h e  
s i z e  of  t h e  i n s t i t u t i o n  a n d  w h e t h e r  t h e  c o n d u c t  is r e p e t i t i o u s ,  
c h a r g i n g  f r o m  $ 1 0 0  t o  $ 2 0 0 0  p e r  d a y  (12 C F R  3 0 8 . 1 3 2 ) .

(i). C u r r e n t  A S  0 6 . 0 5 . 0 6 5 ( e ) .

S e c t i o n  8. T h i s  is p a r t  of c u r r e n t  AS 0 6 . 0 1 . 0 3 0 ( d ) ,  w h i c h  is m o v e d  
b e c a u s e  it d i d  n o t  b e l o n g  a s  p a r t  of t h e  s e c t i o n  o n  d e p a r t m e n t a l  
o r d e r s .

Section 9. This section l is t s  most of the departm ent's powers w ith
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r e s p e c t  t o  b a n k s .  T o  t h e  e x t e n t  t h e  l i s t  r e f e r s  to  p o w e r s  
c o n t a i n e d  e l s e w h e r e  in t h e  code, t h e  r e f e r e n c e  h e r e  is u n n e c e s s a r y ,  
b u t  it d o e s  o f f e r  a r e l a t i v e l y  c o m p r e h e n s i v e  l a u n d r y  list. In 
a d d i t i o n ,  (b) (13) a n d  (14) g i v e  t h e  d e p a r t m e n t  e s s e n t i a l l y  
u n l i m i t e d  a u t h o r i t y  to  i s s u e  o r d e r s  to g e t  c o m p l i a n c e  w i t h  t h e  
c ode.

C u r r e n t  A S  0 6 . 0 5 . 0 0 5 ( 3 )  h a s  b e e n  r e p e a l e d ;  n e i t h e r  t h e  
d e p a r t m e n t  n o r  t h e  b a n k s  c o u l d  d e t e r m i n e  w h a t  it m e a n t  o r  w h a t  w a s  
i t s  p u r p o s e .  S o m e  c u r r e n t  s e c t i o n s  h a v e  b e e n  r e p e a l e d  e l s e w h e r e  
a n d  i n c l u d e d  in t h i s  s e c t i o n .  T h e y  are

(a)(2). A S  0 6 . 0 5 . 0 7 0  is r e p e a l e d ,  a n d  h e r e  it s i m p l y  s t a t e s  
t h a t  t h e  d e p a r t m e n t  w i l l  p r o v i d e  f o r  b a n k  r e c o r d s  r e t e n t i o n  t h r o u g h  
r e g u l a t i o n s .

( b ) (1). C u r r e n t  A S  0 6 . 0 5 . 0 3 0 ,  a l t h o u g h  w e  h a v e  r e m o v e d  t h e  
a u t h o r i t y  o f  t h e  d e p a r t m e n t  t o  r e l i e v e  a b a n k  f r o m  t h e  e x a m i n a t i o n  
fee; t h i s  s e e m e d  a p p r o p r i a t e  g i v e n  t h a t  f e e s  f o r  s p e c i f i c  e x a m s  
h a v e  b e e n  r e p l a c e d  w i t h  a n  a s s e s s m e n t  s y s tem. S e e  A S  0 6 . 0 1 . 0 1 0 ( d ) .

(b)(6). C u r r e n t  A S  0 6 . 0 5 . 0 0 5 ( 2 ) .
(b) (7). I n c l u d e s  c u r r e n t  A S  0 6 . 0 5 . 0 1 5 .  I n  ( J ) , w e  h a v e  a d d e d  

a u t h o r i t y  t o  r e q u i r e  l o a n  lo s s  r e s e r v e s  f o r  l o a n s  c l a s s i f i e d  as  
•’d o u b t f u l .I! W e  a l s o  e l i m i n a t e d  r e f e r e n c e  t o  '’FDIC'1 e x a m s  a n d  
s u b s t i t u t e d  ''federal" e x a m s ,  t o  i n c l u d e  t h e  F e d e r a l  R e s e r v e  Bank.

S e c t i o n  10. A m e n d e d  t o  m a k e  t h e  r e p o r t i n g  r e q u i r e m e n t s  as  t o  
s i g n a t u r e s  c o n s i s t e n t  w i t h  F D I C  r e q u i r e m e n t s ,  s o  t h a t  t h e  s a m e  
r e p o r t s  c a n  b e  u s e d  b y  t h e  b a n k s  for b o t h  s t a t e  a n d  f e d e r a l  
a g e n c i e s .

S e c t i o n  11. H e r e  a n d  in S e c t i o n  12 o f  t h e  bill, r e f e r e n c e s  to s t a t e  
" c h a r t e r "  h a v e  b e e n  r e m o v e d  a s  o b s o l e t e .  A l s o ,  w e  r e m o v e d  
r e f e r e n c e  t o  " l e n d i n g "  i n s t i t u t i o n s  to m a k e  t h e  t e r m i n o l o g y  
c o n s i s t e n t  w i t h  t h a t  u s e d  in t h e  r e s t  of t h e  c o de.

S e c t i o n  12. A d d s  a n  e x e m p t i o n  f o r  m o r t g a g e  l o a n s  e x i s t i n g  at t h e  
t i m e  o f  h i r e .  T h i s  s e c t i o n  w i l 1 n o  l o n g e r  d i s q u a l i f y  a p e r s o n  f r o m  
w o r k i n g  a s  a b a n k  e x a m i n e r  if t h e  p e r s o n  h a s  a he \e m o r t g a g e  l o a n  
w i t h  a s t a t e  b ank.

S e c t i o n  13. A m e n d e d  t o  c l a r i f y  t h a t  all a c t i o n s  of t h e  d e p a r t m e n t  
u n d e r  t h i s  c h a p t e r ,  n o t  j u s t  t h e  a d o p t i o n  o f  r e g u l a t i o n s ,  a r e  
d e s i g n e d  t o  p r o m o t e  a s o u n d  b a n k i n g  system.

S e c t i o n  14. T h e s e  c h a n g e s  a r e  p r i m a r i l y  s t y l i s t i c ,  t o  c l a r i f y  t h e  

s e c t i o n ' s  m e a n i n g .

S e c t i o n  15. A m e n d e d  to  p r o v i d e  t h a t  t h e  n o t i c e  of  c h a r g e s  for n e w  
a c c o u n t s  n e e d  o n l y  be  p r o v i d e d  w h e r e  a c c o u n t s  a r e  o p e n e d ;  f o r  
e x a m p l e ,  t h e r e  is no  r e a s o n  t o  r e q u i r e  t h i s  a t  a b a n k ' s  a u t o m a t e d  
t e l l e r  m a c h i n e  ( A T M ) .

W e  w i l l  a l s o  c l a r i f y  in r e g u l a t i o n  t h a t  " c l e a r l y  p o s t "  c a n  
i n c l u d e  u s i n g  p a m p h l e t s  o r  b r o c h u r e s ,  p r o v i d e d  t h e y  a r e  e a s i l y  
a c c e s s i b l e  a n d  t h e r e  is s o m e  n o t i c e  or s i g n  i n d i c a t i n g  t h e i r
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l o c a t i o n .

S e c t i o n  16. T h e  p h r a s e  in c u r r e n t  s t a t u t e ,  " t h e  e x t e n t  n e c e s s a r y  to 
m e e t  t h e  n e e d s  of c u s t o m e r s , "  m i g h t  b e  i n t e r p r e t e d  e i t h e r  t o  m e a n  
" t o  m e e t  e x i s t i n g  o r d e r s "  o r  "to m e e t  a n t i c i p a t e d  d e m a n d s ," T h i s  
c h a n g e ,  p r o p o s e d  b y  t h e  banks, c l a r i f i e s  t h e  m e a n i n g .

S e c t i o n  17. T h e  r e p e a l e d  l a n g u a g e  is a l l  c o n t a i n e d  in o t h e r  
s u b s e c t i o n s  —  t h e  t h r e e  d a y  m a x i m u m  c l o s u r e  is n o w  c o n t a i n e d  in
(e) ; t h e  b r a n c h  b a n k  v a r i a n c e  is n o w  in (f) . S e e  S e c t i o n  19, 
b e l o w .

S e c t i o n  18. M a n y  s t y l i s t i c  c h a n g e s .  W e  c h a n g e d  t h e  n o t i c e  
r e q u i r e m e n t  t o  b e  b e f o r e  c l o s u r e ,  if p o s s i b l e ,  a n d  o t h e r w i s e  as 
s o o n  as p o s s i b l e  a f t e r  c l o s u r e .  Also, w e  r e m o v e d  t h e  r e q u i r e m e n t  
t h a t  t h e  C o m p t r o l l e r  of t h e  C u r r e n c y  be n o t i f i e d  o f  t h e s e  c l o s u r e s
—  t h a t  is a m a t t e r  t h a t  s h o u l d  be l e f t  t o  t h e  c o m p t r o l l e r  a n d  
f e d e r a l  r e g u l a t i o n .  F i n a l l y ,  a t  the s u g g e s t i o n  o f  F i r s t  B a nk, w e  
c l a r i f i e d  t h e  f i n a l  s e n t e n c e  in the s u b s e c t i o n .

S e c t i o n  19. ( d ) . T h i s  is new, to c o v e r  t h e  K e y  B a n k  " n e i g h b o r h o o d  
d a y "  s i t u a t i o n .

( e ) . C u r r e n t l y  in (a) . T h e  t h r e e  d a y  m a x i m u m  c l o s u r e  a p p l i e s  
n o t  o n l y  t o  h o l i d a y s ,  b u t  a l s o  t o  b o a r d  d e c l a r e d  c l o s u r e s ,  b u t  it 
d o e s  n o t  a p p l y  t o  b r a n c h  b a n k s  o p e r a t i n g  u n d e r  a d e p a r t m e n t  
a p p r o v e d  d i f f e r e n t  s c h e d u l e .

( f ) . C u r r e n t l y  t h e  l a s t  s e n t e n c e  in ( a ) .

S e c t i o n s  20 & 21. A t  t h e  r e q u e s t  of t h e  ba n k s ,  w e  h a v e  c h a n g e d  t h i s  
s t a t u t e  t o  c l a r i f y  t h a t  b a n k  r e c o r d s  n e e d  n o t  b e  r e l e a s e d  p u r s u a n t  
t o  s u b p o e n a .  G i v e n  t h a t  s u b p o e n a s  c a n  b e  o b t a i n e d  r o u t i n e l y  f r o m  
t h e  c o u r t  c l e r k  w i t h o u t  j u d i c i a l  review, t o  p e r m i t  r e l e a s e  o f  t h e  
i n f o  in r e s p o n s e  t o  a s u b p o e n a  w o u l d  a m o u n t  t o  a n  e l i m i n a t i o n  of 
a n y  c u s t o m e r  c o n f i d e n t i a l i t y ,  a n d  has r e s u l t e d  in a h u g e  b u r d e n  on  
t h e  b a n k s .

S e c t i o n  22. T h i s  is new, a l s o  at t h e  r e q u e s t  of t h e  b a n k s .  T h e  
c u r r e n t  c o s t  of r e s p o n d i n g  t o  i n f o r m a t i o n  r e q u e s t s  is v e r y  h igh, 
a n d  it is r e a s o n a b l e  t o  p r o v i d e  the b a n k s  w i t h  r e i m b u r s e m e n t  f o r  
t h e s e  c o s t s .

S e c t i o n  23. First, t h e  s u b s e c t i o n  is m o d i f i e d  t o  a p p l y  t o  a l l  b a n k s
—  t h e  d i s t i n  t i o n  o f  " c o m m e r c i a l "  b a n k s  is m e a n i n g l e s s  in A l a s k a  
law, a n d  t h e r e  w a s  n o  r e a s o n  f o r  t h e  e x c e p t i o n  f o r  m e m b e r s  o f  t h e  
f e d e r a l  r e s e r v e  s y s t e m .  S e c o n d ,  t h e  s u b s e c t i o n  h a s  a l s o  b e e n  
c h a n g e d  t o  p r o v i d e  t h a t  r e s e r v e  r e q u i r e m e n t s  w i l l  be  s e t  b y 
r e g u l a t i o n  be  b a s e d  o n  t h e  b a n k ' s  l i q u i d i t y  n e e d s  ( r a t h e r  t h a n  as 
a m e a n s  of  p r o t e c t i n g  a g a i n s t  c a p i t a l  i m p a i r m e n t ) . T h e r e  h a s  b e e n  
c o n f u s i o n  in t h e  p a s t  o v e r  t h e  p u r p o s e  of t h e  r e s e r v e  r e q u i r e m e n t s .  
I t  s h o u l d  b e  n o t e d  t h a t  t h e  C o m p t r o l l e r  s e t s  r e s e r v e  r e q u i r e m e n t s  
i n  f e d e r a l  law, b u t  t h o s e  r e q u i r e m e n t s  a r e  n o t  b a s e d  on a b a n k ' s  
l i q u i d i t y  ni-eds, b u t  r a t h e r  a s  a m e t h o d  to m a n i p u l a t e  t h e  s u p p l y  of
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m o n e y  in t h e  U.S. F i n a l l y ,  w e  h a v e  c h a n g e d  " r e s e r v e s "  t o  " r e s e r v e  
f u n d "  t o  a v o i d  c o n f u s i o n  w i t h  l o a n  loss r e s e r v e s .

S e c t i o n  24. T h i s  c h a n g e  w i l l  g i v e  t h e  d e p a r t m e n t  m o r e  d i s c r e t i o n  in 
r e g u l a t i n g  p r o b l e m  b a n k s .  If a b a n k  f a l l s  b e l o w  t h e  r e s e r v e  
r e q u i r e m e n t s ,  it w i l l  n o t  a u t o m a t i c a l l y  b e  p r o h i b i t e d  f r o m  m a k i n g  
l o a n s  o r  p a y i n g  d i v i d e n d s  —  t h a t  w i l l  b e  u p  t o  t h e  d e p a r t m e n t .

S e c t i o n  25. T h i s  a d o p t s  t h e  g e n e r a l  l e n d i n g  l i m i t s  u s e d  by  t h e  
O f f i c e  o f  t h e  C o m p t r o l l e r  of  t h e  C u r r e n c y  ( O C C ) . T h e  d e f i n i t i o n  of 
" f u l l y  s e c u r e d "  w i l l  b e  p u t  in r e g u l a t i o n ,  p r o b a b l y  r e q u i r i n g  
c o l l a t e r a l  e q u a l  t o  1 0 0 %  o f  l o a n  b a l a n c e .  T h e  l i s t  o f  t r a n s a c t i o n s  
n o t  i n c l u d e d  in t h e s e  c a l c u l a t i o n s  is g e n e r a l l y  t a k e n  f r o m  c u r r e n t  
s u b s e c t i o n  (b) , w i t h  a n  a d d i t i o n  in (2) of  l o a n s  c o l l a t e r a l i z e d  
w i t h  a s s i g n e d  d e p o s i t  a c c o u n t s .  T h i s  l i s t  is g e n e r a l l y  m o r e  
l i b e r a l  t h a n  O C C  r e g u l a t i o n s ,  e x c e p t  f o r  t h e  r e q u i r e m e n t  t h a t  
c a n n e r y  p r o d u c t s  a n d  p r o d u c t s  in t r a n s i t  b e  i n s u r e d  t o  b e  e x e m p t .

S e c t i o n  26. A m e n d e d  t o  m a k e  l o a n s  u n c o n d i t i o n a l l y  g u a r a n t e e d  by  
t h e  s t a t e ,  s u c h  a s  A I D E A ,  a l s o  n o t  c o u n t  t o w a r d  t h e  l o a n s  t o  o n e  
b o r r o w e r  l i m i t a t i o n s .

S e c t i o n  27. E x p a n d s  t h e  p r o h i b i t i o n  f o r  b a n k  l o a n s  t o  i n c l u d e  l o a n s  
c o l l a t e r a l i z e d  b y  s t o c k  o f  a n y  of  t h e  b a n k ' s  h o l d i n g  c o m p a n i e s  a n d  
t o  u n s e c u r e d  l o a n s  u s e d  t o  p u r c h a s e  s t o c k  o f  e i t h e r  t h e  b a n k  o r  its 
h o l d i n g  c o m p a n i e s .  A d d s  a n  e x c e p t i o n  to  t h i s  r u l e  f o r  s i t u a t i o n s  
o f  b a n k  a c q u i s i t i o n s  o r  m e r g e r s ,  w i t h  d e p a r t m e n t  a p p r o v a l .

S e c t i o n  28. (g) . N e w  p r o v i s i o n  a l l o w i n g  t h e  d e p a r t m e n t  t o  a d o p t
r e g u l a t i o n s  d e f i n i n g  w h e n  a l o a n  m a d e  in t h e  n a m e  o f  o n e  p e r s o n  o r  
e n t i t y  w i l l  b e  a t t r i b u t e d  to  a n o t h e r  f o r  p u r p o s e s  of c a l c u l a t i n g  
t h e  l e n d i n g  l i m i t s  in t h i s  s e c t i o n .  T h i s  is t a k e n  f r o m  t h e  
r e c o m m e n d a t i o n s  o f  M o n t a n a ' s  a d v i s o r y  c o m m i t t e e  t h a t  r e v i e w e d  t h a t  
s t a t e ' s  b a n k i n g  code.

(h) . N e w  s u b s e c t i o n  t o  a l l o w  t h e  d e p a r t m e n t  t o  r e s t r i c t  l o a n s  
o f  c e r t a i n  c l a s s e s ,  b a s e d  o n  t h e  t y p e  of  s e c u r i t y  ( c o n d o m i n i u m  
lo a n s ,  f o r  e x a m p l e ) . It is n o t  a n t i c i p a t e d  a t  t h i s  t i m e  t h a t  t h i s  
s e c t i o n  w i l l  b e  used, b u t  t h e  d e p a r t m e n t  n e e d s  t h i s  a u t h o r i t y ,  
p a r t i c u l a r l y  if a n o t h e r  b a n k  c r i s i s  w e r e  t o  a r i s e .

S e c t i o n  29. (a) . C o m b i n e s  e x i s t i n g  (a) , (c) , a n d  (d) . S p e c i f i c
l o a n - t o - v a l u e  (LTV) a n d  t e r m  r e s t r i c t i o n s  h a v e  b e e n  e l i m i n a t e d  a n d  
r e p l a c e d  w i t h  a r e q u i r e m e n t  t h a t  r e a l  e s t a t e  l o a n s  b e  m a d e  
c o n s i s t e n t  w i t h  s o u n d  b a n k  p o l i c i e s .  A l s o ,  t h e  s e c t i o n ' s  
a p p l i c a t i o n  is e x p a n d e d  to  a p p l y  t o  a l l  l o a n s  w h e r e  t h e  p r i m a r y  
s e c u r i t y  f o r  t h e  l o a n  is r e a l  e s t a t e ,  n o t  j u s t  t h o s e  o n  i m p r o v e d  
r e a l  e s t a t e ;  t h u s ,  c u r r e n t  (e) a n d  (f) w e r e  e l i m i n a t e d  a l o n g  w i t h  
A S  0 6 . 0 5 . 2 0 6  a n d  A S  0 6 . 0 5 . 2 1 1 .  E x i s t i n g  (g) h a s  b e e n  e l i m i n a t e d  as  
o b s o l e t e .

(b) . F r o m  c u r r e n t  s u b s e c t i o n  (b) ; c h a n g e d  t o  a p p l y  t o  a l l  
j u n i o r  l i e n s ,  n o t  j u s t  s e c o n d s .
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S e c t i o n  30. S e v e r a l  c h a n g e s  a r e  p r o p o s e d  to t h i s  s u b s e c t i o n .  
F i r s t ,  w e  c l a r i f y  t h a t  a l l  n o r m a l  l e n d i n g  r e s t r i c t i o n s  a p p l y  t o 
l o a n s  t o  d i r e c t o r s ,  o f f i c e r s  a n d  b a n k  e m p l o y e e s ,  in a d d i t i o n  t o  t h e  
s p e c i f i c  l i m i t a t i o n s  of t h i s  s e c t i o n .  S e c o n d ,  d i r e c t o r s  a r e  a d d e d  
t o  t h o s e  s u b j e c t  t o  t h i s  s e c t i o n .  T h i r d ,  t h e  t h r e s h o l d  f o r  
a p p l i c a t i o n  o f  t h e  s e c t i o n  is r a i s e d  to  $ 1 0 0 , 0 0 0  in  t h e  a g g r e g a t e ,  
a n d  u p  t o  $ 2 5 0 , 0 0 0  f o r  p e r s o n a l  p r i m a r y  r e s i d e n c e s  o f  d i r e c t o r s ,  
o f f i c e r s  a n d  e m p l o y e e s .  W e  h a v e  a l s o  r e p e a l e d  t h e  f i n a l  s e n t e n c e ,  
s i n c e  l o a n s  a r e  d e f i n e d  in AS  0 6 . 0 5 . 5 4 0  t o  i n c l u d e  o v e r d r a f t s ,  
m a k i n g  t h i s  s e n t e n c e  u n n e c e s s a r y .

T h e r e  h a s  b e e n  s o m e  c o n f u s i o n  in t h e  p a s t  w h e t h e r  a b a n k ' s  
b o a r d  of  d i r e c t o r s  c o u l d  a c t  t h r o u g h  a c o m m i t t e e  f o r  t h e  a p p r o v a l  
o f  t h e s e  l o a n s .  A S  1 0 . 0 6 . 4 6 8 ,  i n c o r p o r a t e d  u n d e r  t h i s  act, w o u l d  
a l l o w  this, e x  >ept f o r  l o a n s  to d i r e c t o r s  w h i c h  w o u l d  s t i l l  r e q u i r e  
f u l l  b o a r d  a p p r o v a l .

S e c t i o n  31. T h i s  s u b s e c t i o n  h a s  b e e n  a m e n d e d  t o  r e m o v e  s p e c i f i c  L T V  
a n d  t e r m  r e s t r i c t i o n s ,  a n d  m a k e  t h e s e  l o a n s  g e n e r a l l y  s u b j e c t  t o  
t h e  s a m e  r e s t r i c t i o n s  as a l l  r e a l  e s t a t e  l o a n s  u n d e r  A S  0 6 . 0 5 . 2 0 7 .

S e c t i o n  32. C h a n g e d  to  m a k e  t h i s  m e r e l y  a p r o h i b i t i o n ;  p e n a l t i e s  
a r e  p r o v i d e d  in A S  0 6 . 0 1 . 0 3 5  f o r  all v i o l a t i o n s  o f  t h e  code, 
i n c l u d i n g  t h i s  s e c t i o n .

S e c t i o n  33. T h i s  s e c t i o n  h a s  b e e n  c o n f u s i n g  a n d  s o m e w h a t  
c o n t r o v e r s i a l  in t h e  past. W e  h a v e  r e w r i t t e n  it t o  m a k e  se n s e .  
T h e  s t a n d a r d  a d o p t e d  h e r e  - k n o w i n g l y  or w i t h  g r o s s  n e g l i g e n c e  - is 
s t r o n g l y  s u p p o r t e d  by t h e  banks, b e c a u s e  t h e y  f e e l  t h a t  a s i m p ^  
n e g l i g e n c e  s t a n d a r d  m i g h t  d i s c o u r a g e  p e o p l e  f r o m  b e c o m i n g  b a n k  
d i r e c t o r s .

S e c t i o n  34. T h i s  s e c t i o n  p r o b a b l y  c o u l d  be r e p e a l e d ,  s i n c e  f e d e r a l  
l a w  a r g u a b l y  p r e e m p t s  t h e  s t a t e  law. (We h a v e  r e p e a l e d  A S  
0 6 . 0 5 . 2 2 0  f o r  t h i s  r e a s o n . )  H o w e v e r ,  for c l a r i t y ,  t h i s  s e c t i o n  is 
l e f t  in. T h e  r e f e r e n c e  t o  A S  0 6 . 0 5 . 2 2 0  h a s  b e e n  c h a n g e d  to r e f e r  
d i r e c t l y  t o  t h e  a p p l i c a b l e  f e d e r a l  s t a t u t e .

S e c t i o n  35. T h e  s e c t i o n  c u r r e n t l y  is i n c o r r e c t  in i t s  r e f e r e n c e  to 
" r e a l  e s t a t e , "  s i n c e  it a c t u a l l y  a p p l i e s  t o  b o t h  r e a l  a n d  p e r s o n a l  
p r o p e r t y ,  s o  t h i s  h a s  b e e n  fixed. Also, t h e  s e c t i o n  h a s  b e e n  
b r o a d e n e d  in  s e v e r a l  r e s p e c t s ,  t o  a l l o w  a b a n k  t o  h o l d

1) p r o p e r t y  u s e d  f o r  p r o m o t i o n a l  p u r p o s e s ,  s u c h  as a boat; o f  
c o u r s e ,  a n y  a s s e t  s o  h e l d  w i l l  h a v e  t o  b e  u s e d  e x c l u s i v e l y  for b a n k  
p u r p o s e s ;

2) a b u i l d i n g  in w h i c h  b a n k  o f f i c e s  a r e  l o c a t e d ,  e v e n  if o n l y  
a p o r t i o n  o f  t h e  b u i l d i n g  is u s e d  for t h e  b a n k  ( this is a l r e a d y  
b e i n g  d o n e  b y  s e v e r a l  A l a s k a  ban k s ,  a r g u a b l y  in v i o l a t i o n  of 
p r e s e n t  l a w ) ; a n d

3) r e a l  e s t a t e  f o r  f u t u r e  e x p a n s i o n ,  s u b j e c t  t o  p r i o r  
d e p a r t m e n t  a p p r o v a l .

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



S e c t i o n  37. C o n f o r m i n g  a m e n d m e n t ,  s i n c e  p r o v i s i o n s  r e l a t i n g  t o  ou t -  
o f - s t a t e  b a n k  h o l d i n g  c o m p a n i e s  (BHC's) h a v e  b e e n  m o v e d  t o  n e w  AS 
0 6 . 0 5 . 5 7 0 .

S e c t i o n  38. W e  h a v e  a d d e d  a p e r m i t t i n g  s y s t e m  f o r  a l l  b a n k  h o l d i n g  
c o m p a n i e s  t h a t  w i s h  to  p u r c h a s e  a b a n k  or b a n k  h o l d i n g  c o m p a n y  
d o i n g  b u s i n e s s  in A l a s k a .

S e c t i o n  39. C o n f o r m i n g  a m e n d m e n t .

S e c t i o n  40. N e w  s u b s e c t i o n ,  t a k e n  f r o m  c u r r e n t  3 A A C  0 2 . 9 1 0 ( b ) .  
T h i s  p r o v i d e s  f o r  a n  e x e m p t i o n  t o  t h e  n o r m a l  r u l e s  a p p l i c a b l e  to 
B H C ' s , a n d  it is m o r e  a p p r o p r i a t e  for the e x e m p t i o n  t o  be in 
s t a t u t e ,  r a t h e r  t h a n  r e g u l a t i o n .

S e c t i o n  41. T e c h n i c a l  c h a n g e s  t o  m a k e  it c l e a r l y  c o n s i s t e n t  wit'.i AS 
0 6 . 0 5 . 2 0 5 .

S e c t i o n  42. T e c h n i c a l  c h a n g e s  to  m a k e  t h e  l a n g u a g e  c o n s i s t e n t  w i t h  
A S  0 6 . 0 5 . 2 3 0 .

S e c t i o n  43. T h e r e  a r e  s e v e r a l  p r o p o s e d  c h a n g e s  t o  t h i s  se c t i o n . 
T h e  a m e n d m e n t s  a d d  an e x e m p t i o n  f r o m  b o r r o w i n g  l i m i t s  for 
r e p u r c h a s e  a g r e e m e n t s ;  r a i s e  b o r r o w i n g  l i m i t s  w i t h o u t  n e c e s s a r y  
d e p a r t m e n t  a p p r o v a l  f r o m  10 0 %  of c a p i t a l  and 50% of  s u r p l u s  to  15% 
o f  a s s e t s  —  t h i s  w i l l  be  an a p p r o x i m a t e l y  50% i n c r e a s e  in the 
l i m i t  f o r  m o s t  b a n k s  (this n e w  s t a n d a r d ,  15% of a s s e t s ,  is 
c u r r e n t l y  u s e d  i n  t h e  M u t u a l  S a v i n g s  B a n k  Act, A S  0 6 . 1 5 . 1 8 0 ( 2 ) ) ;  
r e m o v e  a r e d u n d a n c y  r e g a r d i n g  b o r r o w i n g s  a p p r o v e d  b y  the 
d e p a r t m e n t ;  a n d  f i n a l l y ,  t h e  a d j e c t i v e  " u n i m p a i r e d ' 1 is m e a n i n g l e s s  
a n d  c o n f u s i n g ,  a n d  is t h e r e f o r e  r e m o v e d .

S e c t i o n  44. I n  (2), t h e  c h a n g e  c l a r i f i e s  t h a t  w h e n  a b a n k  p l e d g e s  
p r o p e r t y  f o r  a m o r t g a g e ,  t h e  p l e d g e d  p r o p e r t y  m u s t  b e  t h e  s u b j e c t  
o f  t h e  p u r c h a s e  t r a n s a c t i o n .  A l s o  a d d s  a n e w  p a r a g r a p h  (3), as 
s u g g e s t e d  b y  s e v e r a l  banks, t o  p e r m i t  a b a n k  to  p l e d g e  a s s e t s  to a 
f e d e r a l  r e s e r v e  b a n k  or a f e d e r a l  h o m e  loan bank. T h i s  l a n g u a g e  
w a s  t a k e n  f r o m  WY, sec. 1 3 - 3 - 2 0 3 .  (However, s u c h  b o r r o w i n g s  w i l l  
s t i ] l  b e  s u b j e c t  t o  l i m i t a t i o n s  of A S  0 6 . 0 5 . 2 5 5 . )

S e c t i o n  45. T h i s  is c u r r e n t  A S  0 6 . 0 5 . 4 8 5 .  T h e  s e c o n d  s e n t e n c e  w a s  
a d d e d  t o  c l a r i f y  t h a t  t h i s  s e c t i o n  d o e s  n o t  p r o h i b i t  a b a n k  f r o m  
i s s u i n g  w a r r a n t y  d e e d s .

S e c t i o n  46. T h i s  b i l l  r e p e a l s  t h e  l i s t  of  s p e c i f i c  p e r m i s s i b l e  b a n k  
i n v e s t m e n t s  in s t a t u t e .  T h e s e  s p e c i f i c  i n v e s t m e n t s ,  as w e l l  as 
o t h e r s  t h a t  m a y  b e  a p p r o p r i a t e ,  w i l l  n o w  b e  s e t  o u t  in the 
r e g u l a t i o n s .  T h i s  is i m p o r t a n t ,  b e c a u s e  n e w  i n v e s t m e n t
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o p p o r t u n i t i e s  s e e m  t o  c o m e  u p  f r e q u e n t l y ,  a n d  r e q u i r i n g  t h e  
d e p a r t m e n t  t o  g e t  l e g i s l a t i o n  p a s s e d  e a c h  t i m e  h a s  p r o v e n  
b u r d e n s o m e  a n d  u n p r e d i c t a b l e .

S e c t i o n  47. (a) A d d s p r o v i s i o n  t o  p e r m i t  b a n k s  t o  h a v e  
s u b s i d i a r i e s ,  .in m o s t  c a s e s  s u b j e c t  t o  d e p a r t m e n t  a p p r o v a l .  T h e  
d e p a r t m e n t  i n t e n d s  t o  a p p r o v e  l i m i t e d  u n d e r w r i t i n g  a c t i v i t i e s ,  
p r o b a b l y  o n  a c a s e - b y - c a s e  basis. " S u b s i d i a r y ' 1 is d e f i n e d  in AS 
0 6 . 0 5 . 5 4 0  t o  be  c o r p o r a t i o n  m o r e  t h a n  5 0 %  o w n e d  b y  t h e  bank.

(b) . S e t s  a l i m i t  o n  t h e  a m o u n t  a b a n k  m a y  i n v e s t  in 
s u b s i d i a r i e s ,  a n d  c l a r i f i e s  t h a t  a b a n k  m a y  n o t  u s e  i t s  l e n d i n g  
a u t h o r i t y  t o  a v o i d  t h e  i n v e s t m e n t  limits.

( c ) . M a k e s  it c l e a r  t h a t  s u b s i d i a r i e s  a r e  s u b j e c t  to 
e x a m i n a t i o n .

S e c t i o n  48. C l a r i f i e s  t h a t  t h e s e  a r e  a l t e r n a t i v e  r e q u i r e m e n t s .

S e c t i o n  49. P r o h i b i t s  a s o - c a l l e d  " n o n b a n k  b a n k "  - s i m i l a r  t o  W Y  
sec. 1 3 - 9 - 3 0 2 .

S e c t i o n  50. (a) . M a k e s  t h e  A l a s k a  C o r p o r a t i o n s  C o d e  a p p l i c a b l e  to
b a n k s .

( b ) . S e c t i o n s  of the C o r p o r a t i o n s  C o d e  t h a t  a r e  i n a p p l i c a b l e  
t o  b a n k s  a r e  a s  f o l l o w s :

A S  1 0 . 0 6 . 0 1 0 ( 4 - 8 ) .  G e n e r a l  c o r p o r a t e  p o w e r s ,  s p e c i f i c a l l y
l i m i t e d  h e r e  a n d  e l s e w h e r e  for banks.

A S  1 0 . 0 6 . 1 0 5 ( a ) .  R e q u i r e s  a c o r p o r a t i o n  t o  h a v e  " i n c . , "  l td."  
etc. in i t s  name.

A S  1 0 . 0 6 . 3 2 5 ,  1 0 . 0 6 . 3 8 5  - 1 0 . 0 6 . 3 8 8 ,  & 1 0 . 0 6 . 4 2 0 ( i ) . D e a l  w i t h  
r e d e m p t i o n  o f  s h a r e s ;  T h i s  r e v i s e d  b a n k i n g  c o d e  s e t s  u p  s p e c i f i c  
p r o v i s i o n s  f o r  s t o c k  r e d e m p t i o n  in A S  0 6 . 0 5 . 3 2 0 .

A S  1 0 . 0 6 . 3 5 6 .  P e r m i t s  s h a r e s  t o  b e  h e l d  b y  n o m i n e e s .  T h i s  is 
i n c o n s i s t e n t  w i t h  t h e  p h i l o s o p h y  b e h i n d  AS  0 6 . 0 5 . 4 5 0 ,  t h a t  all 
s h a r e h o l d e r s  a n d  t h e  d e p a r t m e n t  h a v e  a r i g h t  t o  k n o w  all
s h a r e h o l d e r s  of  a bank.

A S  1 0 . 0 6 . 3 5 8  - 1 0 . 0 6 . 3 6 0 .  D i v i d e n d s ;  c o v e r e d  b y  A S  0 6 . 0 5 . 4 4 0  - 
0 6 . 0 5 . 4 4 5 .

A S  1 0 . 0 6 . 3 7 0 .  S p e c i f i c a l l y  a p p l i e s  o n l y  t o  r e g u l a t e d
i n v e s t m e n t  c o m p a n i e s .

A S  1 0 . 0 6 . 4 3 0 .  P r o v i d e s  t h a t  t h e  " b o o k s  a n d  r e c o r d s  of a c c o u n t "  
o f  a c o r p o r a t i o n  m u s t  be a v a i l a b l e  f o r  i n s p e c t i o n  b y  s h a r e h o l d e r s .  
T o  a v o i d  a n y o n e  m i s i n t e r p r e t i n g  t h e  c o d e  t o  a l l o w  a s h a r e h o l d e r  t o  
s e e  a b a n k  e x a m i n a t i o n ,  t h i s  w a s  e x c l u d e d .

A S  1 0 . 0 6 . 4 5 3 .  P r o v i d e s  t h a t  t h e  n u m b e r  of d i r e c t o r s  m a y  be  o n e  
o r  m o r e ,  a n d  if n o t  d e s i g n a t e d ,  th r e e .  C u r r e n t  b a n k i n g  c o d e  (AS 
0 6 . 0 5 . 4 3 5 )  r e q u i r e s  at  l e a s t  f i v e  d i r e c t o r s ,  a n d  w e  h a v e  r e t a i n e d  
t h a t  in t h i s  r e c o d i f i c a t i o n .

A S  1 0 . 0 6 . 4 6 0 ( b ) .  R e s t r i c t s  r e a s o n s  a d i r e c t o r  m a y  b e  r e m o v e d .  
W e  h a v e  p r o v i d e d  f o r  r e m o v a l  of b a n k  d i r e c t o r s  b y  t h e  d e p a r t m e n t .

A S  1 0 . 0 6 . 4 8 5 .  L o a n s  t o  d i r e c t o r s ,  o f f i c e r s  a n d  e m p l o y e e s ;
a l r e a d y  c o v e r e d  in A S  0 6 . 0 5 . 2 1 0 .

A S  1 0 . 0 6 . 5 2 2  - 1 0 . 0 6 . 5 2 6 .  R e o r g a n i z a t i o n  of  c o r p o r a t i o n s  in
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b a n k r u p t c y ;  t h i s  is c o v e r e d  for b a n k s  u n d e r  l i q u i d a t i o n  p r o v i s i o n s .
A r t i c l e  8 (AS 1 0 . 0 6 . 5 3 0  - 1 0 . 0 6 . 5 8 2 ) .  O r g a n i c  c h a n g e  (mergers, 

e tc). T h e s e  a r e  c o v e r e d  u n d e r  A S  0 6 . 0 5 . 4 6 2 .
A r t i c l e  9 (AS 1 0 . 0 6 . 6 0 5  - 1 0 . 0 6 . 6 7 8 ) .  D i s s o l u t i o n ;  c o v e r e d  

u n d e r  t h e  l i q u i d a t i o n  a r t i c l e .
A r t i c l e  10 (AS 1 0 . 0 6 . 7 0 5  - 1 0 . 0 6 . 7 8 8 ) .  F o r e i g n  c o r p o r a t i o n s ;  

c o v e r e d  u n d e r  n e w  a r t i c l e  o n  i n t e r s t a t e  a n d  i n t e r n a t i o n a l  b a n k i n g .
A r t i c l e  11 (AS 1 0 . 0 6 . 8 0 5  - 1 0 . 0 6 . 8 6 8 ) .  B i e n n i a l  r e p o r t s  a n d  

c o r p o r a t e  tax. B a n k s  p a y  a n  a s s e s s m e n t  u n d e r  A S  0 6 . 0 1 . 0 1 0  a n d  a r e  
s u b j e c t  t o  a n n u a l  e x a m i n a t i o n  a n d  f r e q u e n t  r e p o r t i n g  r e q u i r e m e n t s .

A S  1 0 . 0 6 . 8 6 3 .  A p p e a l  of f o r e i g n  c o r p o r a t i o n  to  S u p e r i o r  C o u r t
f o r  r e v o c a t i o n  o f  c e r t i f i c a t e  of a u t h o r i t y ;  a l l  a p p e a l  p r o c e s s e s
f o r  b a n k s  w i l l  be  h a n d l e d  u n d e r  A S  06.01.

A S  1 0 . 0 6 . 8 6 5  & 1 0 . 0 6 . 9 1 5 .  A p p e a l  to c o m m i s s i o n e r  for r e f u s a l  
o r  c a n c e l l a t i o n  of c e r t i f i c a t e  o f  a u t h o r i t y ;  a l l  a p p e a l  p r o c e s s e s  
f o r  b a n k s  w i l l  be h a n d l e d  u n d e r  A S  06.01.

A S  1 0 . 0 6 . 9 6 0 .  A p p l i e s  o n l y  to  n a t i v e  c o r p s .
A S  1 0 . 0 6 . 9 9 0 ( 3 0 )  & (36). D e f i n i t i o n s  f o r  " p a i d  in c a p i t a l "  a n d  

" r e t a i n e d  e a r n i n g s " ;  w e  h a v e  p r o v i d e d  d e f i n i t i o n s  f o r  all a s p e c t s  
o f  a b a n k ' s  c a p i t a l  a c c o u n t s  in A S  0 6 . 0 5 . 5 4 0 .

S e c t i o n  51. ( a ) . R a i s e s  m i n i m u m  c a p i t a l  r e q u i r e m e n t s  t o  $2 m i l l i o n  
f o r  b a n k s  in A n c h o r a g e  a n d  F a i r b a n k s ,  $1 m i l l i o n  for o t h e r  
c o m m u n i t i e s  (to a l l o w  p o s s i b l e  f o r m a t i o n  o f  s m a l l  c o m m u n i t y  b a n k s ) . 
H o w e v e r ,  t h i s  c l a r i f i e s  t h a t  t h e s e  a r e  a b s o l u t e  m i n i m u m s ,  a n d  t h a t  
t h e  a c t u a l  r e q u i r e m e n t s  w i l l  be  s e t  in e a c h  c a s e  b y  t h e  d e p a r t m e n t .  
(At p r e s e n t ,  a l l  A l a s k a  b a n k s  h a v e  c a p i t a l  a m o u n t s  f a r  g r e a t e r  t h a n  
t h e s e  m i n i m u m s . )

(b) . T o  t h e  e x t e n t  t h i s  m a y  be i n t e r p r e t e d  a s  i n c o n s i s t e n t  
w i t h  A S  0 6 . 0 5 . 3 2 0 ,  w e  h a v e  a m e n d e d  t h a t  s e c t i o n  t o  a l l o w  s t o c k  
r e d e m p t i o n s  if a p p r o v e d  b y  t h e  d e p a r t m e n t .  O t h e r w i s e ,  t e c h n i c a l  
a m e n d m e n t s  only.

( c ) . T e c h n i c a l  a m e n d m e n t s  only.

S e c t i o n  52. P r e s e n t  A S  0 6 . 0 5 . 3 1 0  p r o v i d e s  f o r  a n  a s s e s s m e n t  of 
s h a r e h o l d e r s  p r o c e d u r e  t h a t  t h e  d e p a r t m e n t  m a y  p u r p o r t e d l y  o r d e r  
w h e n  a b a n k ' s  c a p i t a l  is i m p a i r e d .  S i n c e  t h i s  p r o c e s s  is 
e s s e n t i a l l y  u n e n f o r c e a b l e  and, in our e x p e r i e n c e ,  u n r e a s o n a b l e ,  
t h i s  a s s e s s m e n t  p r o c e d u r e  is r e p e a l e d  h e r e  a n d  r e p l a c e d  w i t h  a 
s i m p l e  p r o c e s s  f o r  t h e  d e p a r t m e n t  to o r d e r  a b a n k  t o  i n c r e a s e  
c a p i t a l ,  in w h a t e v e r  m a n n e r  t h e  b a n k  c h o o s e s .  T h i s  n e w  s e c t i o n  is 
t a k e n  f r o m  I n d i a n a  (sec. 2 8 - 1 3 - 4 - 7 ) .

S e c t i o n  53. C h a n g e d  t o  p e r m i t  b a n k  s t o c k  r e d e m p t i o n s  w i t h  
d e p a r t m e n t a l  a p p r o v a l .

S e c t i o n  54. C h a n g e d  t o  r e q u i r e  p r i o r  d e p a r t m e n t  a p p r o v a l  b e f o r e  a n y  
s i g n i f i c a n t  c h a n g e  in b a n k  o w n e r s h i p  or b e f o r e  a c h a n g e  in b a n k  
c o n t r o l .

S e c t i o n  55. C l a r i f i e d  t o  e n s u r e  t h a t  all s t o c k  s a l e s  a r e  s u b j e c t  to 
t h i s  r e q u i r e m e n t ,  n o t  j u s t  t h o s e  at the c o r p o r a t e  f o r m a t i o n  stage.
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;j [ N o t e  t o  R e v i s o r :  P l e a s e  a m e n d  s e c t i o n  t i t l e  a c c o r d i n g l y . ]

S e c t i o n  56. P r e s e n t  A S  0 6 . 0 5 . 3 4 5  is s p l i t ;  n e w  A S  0 6 . 0 5 . 3 4 4  d e a l s  
w i t h  t h e  a p p l i c a t i o n  for a p p r o v a l  p r o c e s s ,  w h i l e  A S  0 6 . 0 5 . 3 4 5  
r e t a i n s  t h e  p r o v i s i o n s  r e l a t i n g  to  a r t i c l e s  of i n c o r p o r a t i o n .

(a). C u r r e n t  A S  0 6 . 0 5 . 3 4 5 ( c ) .  C l a r i f i e s  t h a t  p r i o r  a p p r o v a l  
of  d i r e c t o r  f o r  b a n k  p l a n  is r e q u i r e d  b e f o r e  a r t i c l e s  of
i n c o r p o r a t i o n  w i l l  b e  i s s ued. A l s o  e l i m i n a t e s  r e q u i r e m e n t  for
t r i p l i c a t e  f i l i n g  o f  a r t i c l e s  (also c h a n g e d  in ( h ) ).

( b ) . C u r r e n t  A S  0 6 . 0 5 . 3 4 5 ( d ) .  T h e  a m o u n t  t h a t  a n  a p p l i c a n t  
m u s t  s u b m i t  t o  t h e  d e p a r t m e n t  h a s  b e e n  d o u b l e d  t o  $2000; t h i s  wi l l 
a f f o r d  t h e  d e p a r t m e n t  a b i t  m o r e  p r o t e c t i o n ,  a s s u r i n g  a b e t t e r  
c h a n c e  o f  r e p a y m e n t  of its costs. C u r r e n t  a m o u n t s  c h a r g e d  have 
b e e n  in s t a t u t e  a t  l e a s t  s i n c e  1978 a n d  n e e d  r a i s i n g .  B y  w a y  of 
c o m p a r i s o n ,  O R  c h a r g e s  a n o n - r e f u n d a b l e  $ 2 5 0 0  (sec. 7 0 7 . 0 7 0 ) .

( c ) . C u r r e n t  A S  0 6 . 0 5 . 3 4 5 ( e ) .
( d ) . C u r r e n t  A S  0 6 . 0 5 . 3 4 5 ( f ) .
( e ) . C u r r e n t  A S  0 6 . 0 5 . 3 4 5 ( g ) .
(f) . C u r r e n t  A S  0 6 . 0 5 . 3 4 5 ( h ) .  C h a n g e  t o  (4) is d e s i g n e d  to 

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

I
 d e p a r t m e n t .  O t h e r w i s e ,  o n e  t e c h n i c a l  c h a n g e ,  a n d  o n e  o t h e r  c h a n g e

t o  n o t  d u p l i c a t e  t h e  C o r p o r a t i o n s  Code.

( g ) . C u r r e n t  A S  0 6 . 0 5 . 3 4 5 ( i ) .
( h ) . C u r r e n t  A S  0 6 . 0 5 . 3 4 5 ( j ).

S e c t i o n  57. C h a n g e d  t o  i n c o r p o r a t e  t h e  C o r p o r a t i o n s  Code, a n d  th e n  
e l i m i n a t e s  r e q u i r e m e n t s  a l r e a d y  c o v e r e d  b y  t h a t  c o d e .  A l s o ,  (2) is 
c l a r i f i e d  t o  m a k e  s u r e  t h a t  n o - p a r  s t o c k  is n o t  a l l o w e d ,  a n d  (3) is
c l a r i f i e d  t o  a l l o w  a r t i c l e s  t o  s a y  "5 to  25" d i r e c t o r s ,  i n s t e a d  of
g i v i n g  a s p e c i f i c  n u m b e r .

S e c t i o n  58. A l l o w s  a m e n d m e n t  of a r t i c l e s  b y  a m a j o r i t y  of
s h a r e h o l d e r s ,  or  m o r e  —  t h i s  is c o n s i s t e n t  w i t h  t h e  C o r p o r a t i o n s
C o d e ,  A S  1 0 . 0 6 . 5 0 4  - 1 0 . 0 6 . 5 0 8 .  A s  for f i l i n g  a m e n d m e n t s  to
a r t i c l e s ,  t h e s e  w i l l  be d o n e  in t h e  m a n n e r  p r o v i d e d  in the 
C o r p o r a t i o n s  Code.

S e c t i o n  59. A m e n d e d  t o  c l a r i f y  t h a t  c e r t i f i c a t e  o f  i n c o r p o r a t i o n  
c o m e s  f i r s t ,  c e r t i f i c a t e  o f  a u t h o r i t y  later. I n c o r p o r a t i o n  a l l o w s  
a b a n k  c o r p o r a t i o n  t o  s e t  u p  a f a c i l i t y  a n d  g e t  s u b s c r i p t i o n s  p a i d  
in, b u t  n o t  t o  d o  a n y  l i n k i n g  b u s i n e s s .  AS  0 6 . 0 5 . 3 9 5  h a s  b e e n  
m e r g e d  w i t h  t h i s  s u b s e c t i o n .

S e c t i o n  60. (b) (1) . T h i s  is t h e  s a m e  a s  A S  0 6 . 0 5 . 3 8 0 ( b )  ; t h e  lat t e r  
h a s  b e e n  r e p e a l e d .  A l s o ,  t h e  d e p a r t m e n t  d o e s  n o t  r e q u i r e  a b a n k  to 
c a r r y  a s p e c i f i c  a m o u n t  f o r  u n d i v i d e d  p r o f i t s ,  s o  t h a t  h a s  been 
r e m o v e d .

C u r r e n t  ( b ) (4). T h i s  is r e p e a l e d  b e c a u s e  w e  w i l l  n o  l o n g e r  be 
r e q u i r i n g  F D I C  i n s u r a n c e  in a l l  cases. See S e c t i o n  62.



S e c t i o n  62. C h a n g e d  t o  m a k e  F D I C  i n s u r a n c e  o p t i o n a l ,  a t  t h e  
d e p a r t m e n t ' s  d i s c r e t i o n .  T h i s  is p r i m a r i l y  d e s i g n e d  t o  a l l o w  for 
t h e  f o r m a t i o n  of s m a l l  c o m m u n i t y  banks, a n d  t o  a l l o w  o t h e r  b a n k s  to 
u s e  a l t e r n a t i v e  i n s u r a n c e  if it b e c o m e s  a v a i l a b l e .  [ N o t e  to 
R e v i s o r :  P l e a s e  c o r r e c t  t i t l e  t o  t h i s  s e c t i o n . ]

S e c t i o n  63. C o n f o r m i n g  a m e n d m e n t .

S e c t i o n  64. ( a ) . M o s t  of t h e  r e q u i r e m e n t s  o f  t h i s  s e c t i o n  t h a t  are 
d e l e t e d  a r e  c o v e r e d  in t h e  C o r p o r a t i o n s  Code, p a r t i c u l a r l y  AS 
1 0 . 0 6 . 2 2 3 .

( b ) . P r o v i d e s  t h a t  t h e  e x e c u t i v e  o f f i c e s  of  t h e  b a n k  m u s t  be 
d e s i g n a t e d  in t h e  a r t i c l e s  o r  b y l aws, a n d  a c u r r e n t  c o p y  o f  the 
b y l a w s  m u s t  be k e p t  on f i l e  w i t h  t h e  d e p a r t m e n t .  W e  are 
e l i m i n a t i n g  a n y  d e f i n i t i o n  of e x e c u t i v e  o r  m a n a g i n g  o f f i c e r s  f r o m  
t h e  code.

S e c t i o n  6 5 . T h e s e  a r e  a l m o s t  all t e c h n i c a l  c h a n g e s ,  e x c e p t  for
( f ) (3), w h i c h  is e l i m i n a t e d  b e c a u s e  w e  a r e  e l i m i n a t i n g  t h e  
r e q u i r e m e n t  f o r  F D I C  i n s u r a n c e .  A s  f o r  (a) , t h e  a m o u n t s  h a v e  b e e n  
r a i s e d  f o r  p r o c e s s i n g  an a p p l i c a t i o n  —  s e e  c o m m e n t s  t o  n e w  A S  
0 6 . 0 5 . 3 4 4  in s e c t i o n  56 of t h e  bill. T h e  d e f i n i t i o n  f o r  " m o b i l e  
f a c i l i t y  b r a n c h  b a n k "  is t a k e n  f r o m  3 A A C  0 2 . 9 1 0 ( a ) ( 5 ) .

S e c t i o n  66. A.TM's w i l l  no l o n g e r  be s u b j e c t  t o  g e n e r a l  b r a n c h i n g  
l a w s ;  t h e r e  is n o  r e a s o n  t h a t  t h e  l e n g t h y  a p p l i c a t i o n  p r o c e s s  for
a b r a n c h  s h o u l d  a p p l y  t o  a b a n k ' s  o p e n i n g  o f  a n  ATM.

(a) . P e r m i t s  b a n k s  t o  s e t  up  w h o l l y - o w n e d  A T M ' s  in b a n k  
o f f i c e s  w i t h o u t  d e p a r t m e n t  a p p r o v a l ;  t h e s e  m a c h i n e s  m a y  be 
e x c l u s i v e l y  f o r  u s e  o f  t h e  b a n k ' s  c u s t o m e r s .

( b ) . P e r m i t s  a b a n k  to e s t a b l i s h  a w h o l l y - o w n e d  A T M  o u t s i d e
t h e  b a n k  w i t h  p r i o r  a p p r o v a l  o f  t h e  d e p a r t m e n t ;  t h e s e  m a c h i n e s  m u s t  
b e  m a d e  a v a i l a b l e  t o  o t h e r  banks.

(c) . S i m p l i f i e d  a p p l i c a t i o n  p r o c e s s  f o r  A T M ' s  t h a t  a r e  off 
b a n k  p r e m i s e s ,  g e n e r a l l y  t a k e n  f r o m  A r k a n s a s  sec. 2 3 - 3 2 - 1 3 0 4 .

(d) . P e r m i t s  b a n k  to  i n v e s t  in a n  A T M  c o r p o r a t i o n  (like 
O p t i o n s ) . T h e s e  o p e r a t i o n s  w i l l  not be d i r e c t l y  r e g u l a t e d  b y  t h e  
d e p a r t m e n t ,  a l t h o u g h  t h e  i n v e s t m e n t s  t h e m s e l v e s  w i l l  s t i l l  be 
s u b j e c t  t o  s a f e t y  a n d  s o u n d n e s s  c o n s i d e r a t i o n s  u p o n  e x a m i n a t i o n .

S e c t i o n  67. R e p e a l e d  l a n g u a g e  w i l l  p e r m i t  s t a g g e r e d  t e r m s  f o r  b a n k  
d i r e c t o r s  l i k e  t h a t  p r o v i d e d  in t h e  C o r p o r a t i o n s  C ode, AS 
1 0 . 0 6 . 4 5 5 .

S e c t i o n  68. A d d e d  l a n g u a g e  w i l l  a l l o w  t h e  q u a l i f y i n g  m i n i m u m  a m o u n t  
o f  s t o c k  t h a t  a d i r e c t o r  m u s t  o w n  to  b e  j o i n t l y  h e l d ,  a n d  w i l l  
a l l o w  t h e  d e p a r t m e n t  t o  a p p r o v e  o t h e r  s i t u a t i o n s  w h e n  a d i r e c t o r  
n e e d  n o t  m e e t  t h e  m i n i m u m  o w n e r s h i p  r e q u i r e m e n t s ,  s u c h  a s  w h e r e  t h e  
b a n k  is w h o l l y  o w n e d  b y  a b a n k  h o l d i n g  c o m p a n y .

S e c t i o n  69. (f). F r o m  c u r r e n t  A S  0 6 . 0 5 . 4 3 7 ( b ) .
( g ) . New, to  g i v e  d e p a r t m e n t  a u t h o r i t y  t o  r e m o v e  o r  o b j e c t  to
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c e r t a i n  p e r s o n s  a s  d i r e c t o r s .  Taken g e n e r a l ly  from FL and GA.

S e c t io n  7 0 . ( a ) .  R epealed  language i s  co v ered  by AS 1 0 . 0 6 . 4 8 3 ( b ) .
Second s e n t e n c e  i s  amended t o  a l lo w  t h e  board t o  p ic k  th e  b e s t  
p o s s i b l e  p e r so n  f o r  CEO o f  th e  bank, even i f  t h a t  p erso n  i s  n o t  on 
t h e  board; i f  th e  bank c h o o se s  a non-board member a s  CEO, t h a t  
p erso n  becom es an ex  o f f i c i o  member o f  th e  board , t o  make su re  
h e / s h e  i s  k e p t  aware o f  what th e  board i s  t h in k in g  and d o in g .

( b ) . We moved t h e  req u irem en t t o  r e p o r t  ch an g es  in  d i r e c t o r s  
t o  th e  p r e v io u s  s e c t i o n ,  which d e a l s  s p e c i f i c a l l y  w ith  d i r e c t o r s .

S e c t io n  7 1 . A lthough th e  departm ent can n ot a c t u a l l y  order t h a t  an 
em ployee  o f  a bank be f i r e d  — t h a t  i s  t h e  s o l e  r e s p o n s i b i l i t y  o f  
t h e  board — t h i s  s u b s e c t io n  w i l l  a l lo w  t h e  departm ent to  
e s s e n t i a l l y  recommend an e m p lo y e e 's  rem oval, i f  n e c e s s a r y ;  i f  th e  
board r e f u s e s ,  th e  d i r e c t o r s  r i s k  persona . l i a b i l i t y  sh ou ld  damages 
occu r  t h e r e a f t e r  due t o  th e  f a u l t  o f  th e  em p loyee . T h is  change was 
recommended by th e  C on feren ce  o f  S t a t e  Bank S u p e r v is o r s  (CSBS) .

S e c t io n  7 2 . Minor change t o  c l a r i f y  t h a t  board m e e t in g s  a r e  h e ld  
f o r  many p u r p o se s ,  n o t  j u s t  t o  i n v e s t i g a t e  th e  a f f a i r s  o f  th e  bank.

S e c t io n  73 . ( e ) . A llo w s t e l e c o n f e r e n c e  board m e e t in g s ;  tak en  from
t h e  C o r p o r a t io n s  Code, AS 1 0 . 0 6 . 4 7 5 ( a ) .

( f ) .  P r e s e n t  AS 0 6 . 0 5 . 2 3 8 .

S e c t i o n  7 4 . C l a r i f i e s  t h a t  d iv id e n d  d i s t r i b u t i o n s  are  s u b j e c t  to  
p o s s i b l e  r e s t r i c t i o n s  under AS 0 6 . 0 5 . 3 0 7 ( c ) .

S e c t io n  7 5 . G e n e r a l ly  j u s t  t e c h n i c a l  ch a n ges;  c l a r i f i e s  t h a t  
r e q u ir e m e n ts  o f  t h i s  s e c t i o n  are in  a d d i t io n  t o  t h o s e  in  AS
0 6 . 0 5 . 4 4 2 .

S e c t io n  7 6 . Changed t o  a l lo w  a bank, w ith  departm ent a p p r o v a l ,  to  
c a r r y  a n e g a t i v e  b a la n c e  in  t h e  u n d iv id ed  p r o f i t s  ( U. P. )  a c co u n t ,  
and p r o h i b i t s  d iv id e n d s  u n t i l  t h i s  n e g a t iv e  U.P.  a c co u n t  b a la n ce  i s  
r e p la c e d  and th e  s u r p lu s  a cco u n t  i s  f u l l y  r e s t o r e d .

S e c t i o n  77 . T h is  s e c t i o n  has been combined w ith  AS 0 6 . 0 5 . 4 4 3 .
( a ) .  C u r r e n t ly  t h e  f i r s t  p a r t  o f  s e c .  443.
(b) ( 1 ) .  C urrent s e c .  443 (1) and ( 2 ) ;  t h e r e  was no rea so n  fo r  

a o n e -y e a r  p r o v i s i o n  f o r  judgm ents, so  t h i s  was e l im in a t e d .  T h is  
i s  c o n s i s t e n t  w ith  d ep artm en ta l powers in  AS 0 6 . 0 5 . 0 0 5 ( b ) ( 8 ) ( K ) .

( 2 ) .  C urrent s e c .  4 4 5 ( 1 ) ;  th e  r e f e r e n c e  t o  "debt" i s  
changed t o  make i t  c l e a r  t h a t  t h i s  r e f e r s  t o  money owed t o  th e  
bank, n o t  by t h e  bank.

( 3 ) .  C urrent s e c .  4 4 5 ( 2 ) .
( 41 .  C urrent s e c .  4 4 3 ( 3 ) .
( 5 ) .  C urrent s e c .  4 4 5 ( 3 ) ;  under t h i s  p r o p o s a l ,  s t o c k  may 

a l s o  be c a r r i e d  a t  m arket v a lu e ,  r a th e r  than  p ar .
( 6 ) .  C urrent s e c .  4 4 3 ( 4 ) .



S e c t io n  7 8 . M odernized t o  a l lo w  fo r  t h e  m aintenance  o f  t h i s  record
o f  s h a r e h o ld e r s  in  a form o th e r  than a book. A ls o ,  c l a r i f i e s  th a t
i n s p e c t i o n  o f  t h e  reco rd  i s  a v a i l a b l e  fo r  t h e  d ep artm en t, w h ile  
s h a r e h o ld e r s  w i l l  have a c c e s s  t o  a l i s t  o f  c u r r e n t  s h a r e h o ld e r s .  
B e fo re  ea ch  ann ual m ee t in g , t h e  bank w i l l  a l s o  need t o  comply w ith  
AS 1 0 . 0 6 . 4 1 3 ,  which r e q u ir e s  p r e p a r a t io n  o f  a l i s t  o f  s h a r e h o ld e r s ,  
i n c lu d i n g  names, a d d r e s s e s  and numbers o f  s h a r e s  owned.

S e c t io n  79 -  81 . T e c h n ic a l  amendments o n ly .

S e c t io n  8 2 . AS 0 6 . 0 5 . 4 6 6  c u r r e n t ly  s a t  ou t  a p roced u re  fo r
d i s s o l u t i o n  o f  a bank b e fo r e  i s s u i n g  a c e r t i f i c a t e  o f  a u t h o r i t y .  
The p ro p o sed  r e v i s i o n s  to  t h i s  s e c t i o n  r e t a i n  t h e  same grounds fo r  
d i s s o l u t i o n  in  t h e s e  s i t u a t i o n s ,  but p erm it such a d i s s o l u t i o n  to  
be e f f e c t e d  a s  w ith  any o th e r  c o r p o r a t io n  under t h e  C o rp o r a t io n s  
Code.

S e c t io n  8 3 . (a) . T h is  i s  g e n e r a l ly  ta k en  from c u r r e n t  AS
0 6 . 0 5 . 4 7 0 ( a ) ,  a l th o u g h  i t  has been expanded t o  c l a r i f y  t h a t  th e  
d epartm en t may c l o s e  and ta k e  p o s s e s s io n  o f  a bank f o r  v i o l a t i o n s  
o f  th e  b an k in g  law s or o r d e r s  o f  th e  departm ent.

(b) -  ( c ) . T h is  c l a r i f i e s  th e  p r o c e s s  f o r  bank ta k e o v e r s  by 
t h e  d e p a r tm en t .  Under t h e  Supreme C o u r t 's  d e c i s i o n  in  Hoffman v .
S t a t e . __  P . 2d __ , No. 3845 (A laska May 29, 1 9 9 2 ) ,  an o p p o r tu n ity
f o r  h e a r in g  must be p ro v id ed  t o  i n t e r e s t e d  p a r t i e s  b e f o r e  a bank 
may be l i q u i d a t e d  by s t a t e  or f e d e r a l  a u t h o r i t i e s .  S in c e ,  a s  a 
g e n e r a l  r u l e ,  i t  i s  in  th e  b e s t  i n t e r e s t  o f  th e  p u b l i c  and 
d e p o s i t o r s  t o  m in im ize  th e  t im e  a bank i s  c l o s e d  when i t  i s  b e in g  
l i q u i d a t e d / t r a n s f e r r e d ,  t h e  p roced ure  s e t  ou t in  t h e s e  s u b s e c t io n s  
p r o v id e s  f o r  h e a r in g  a t  t h e  t im e  t h e  departm ent f i r s t  i d e n t i f i e s  
t h e  b a n k 's  p rob lem s and c o n f r o n t s  th e  board w ith  them.

(d) . T h is  i s  p r e s e n t  AS 0 6 . 0 5 . 4 7 0 ( d ) ;  how ever, we have reduced  
t h e  t im e  a l lo w e d  t o  r e q u e s t  a h e a r in g  t o  two d a y s ,  t o  e x p e d i t e  th e  
p r o c e s s  and enhance  th e  ch an ces  t h a t  th e  bank w i l l  be reo p en ed .

S e c t io n  8 4 . R ep ea led  langu age  i s  now c o n ta in e d  in  s e c .  4 6 8 ( c ) .

S e c t io n  8 5 . C l a r i f i e s  t h a t  t r a n s f e r s  in  a n t i c i p a t i o n  o f  departm ent  
t a k e o v e r  f o r  w h a tever  r e a so n ,  n o t j u s t  due t o  i n s o lv e n c y ,  are  
v o i d a b le .  New lan gu a ge  i s  tak en  from c u r r e n t  AS 0 6 . 0 5 . 4 9 5 ,  which  
i s  r e p e a l e d .

S e c t io n  86 .
AS 0 6 . 0 5 . 4 7 1 .  T h is  s e c t i o n  i s  e s s e n t i a l l y  j u s t  a 

r e c o d i f i c a t i o n  o f  c u r r e n t  AS 0 6 . 0 5 . 4 7 0 ( f ) ,  ( j )  and ( k ) .
AS 0 6 . 0 5 . 4 7 2 .  R e c o d i f i c a t io n  o f  c u r r e n t  s e c .  470( 1)  -  (n) . In

( a ) ( 1 )  and ( 2 ) ,  t h e  v a lu e s  were r a i s e d  from $1 0 , 0 0 0  t o  $ 10 0 , 0 0 0 ,  
b e c a u se  t h e  FDIC has com pla ined  t h a t  th e  low er  amount r e q u ir e s  
f r e q u e n t ,  u n n e c e s s a r y  c o u r t  a p p eara n ces . In ( a ) ( 3 ) ,  a l s o  a t  th e  
r e q u e s t  o f  t h e  FDIC, th e  p r o v i s io n  was changed t o  a l lo w  a r e c e i v e r  
t o  make p a r t i a l  d i s t r i b u t i o n s  b e fo r e  a f i n a l  a c c o u n t in g  i s  
p r ep a red .
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AS 0 6 . 0 5 . 4 7 3 .  E x i s t i n g  s e c .  4 7 0 ( j )  -  (y) , g e n e r a l ly  w ith  o n ly  
t e c h n i c a l  amendments.

( c ) . P r e s e n t  s e c .  4 7 0 (p) and 4 6 5 ( f ) , but m o d if ie d  t o  a l lo w  th e  
departm en t t o  tu rn  o ver  unclaim ed p r o p e r ty  and s a f e  d e p o s i t  box 
c o n t e n t s  t o  th e  Departm ent o f  Revenue under t h e  Unclaim ed P rop erty  
A ct a t  t h e  c o n c lu s io n  o f  th e  l i q u i d a t i o n ,  r a th e r  th a n  h a v in g  t o  
h o ld  t h e  p r o p e r ty  f o r  f i v e  y e a r s .

(g) . C l a r i f i e s  t h a t  secu red  c la im s  based  on p le d g e d  a s s e t s  
under s e c .  260 f a l l  beh in d  th e  g e n e r a l  d e p o s i t o r  p r e f e r e n c e .

AS 0 6 . 0 5 . 4 7 4 .  C urrent s e c .  4 7 0 ( z ) .

S e c t i o n  87 . Many o f  t h e s e  d e f i n i t i o n s  are  tak en  from t h e  e x i s t i n g  
c o d e .  Ones t h a t  have been changed, or are  new, are

( 1 ) . T a k e n  from 3 AAC 9 1 0 ( a ) ( 1 ) .  
m,3)p  ChafTged y t o  make th e  d e f i n i t i o n  j ^ i m a t i ^ y /  fp etis  

a c c e p t i n g  d e p o s i t ? / (t h e / f i r p a r t  o f / t h e  d e^ in it ip ffv^ ^ M k erK ^ rojH  
Ok jsmd/ID) y  the / r e s t  p f  t l je  s e c t io n '  was updated Sto/v&jKove. -drc^arlc 
la n g u a g e ’! / /

/  ( 4 ) .  Changed t o  ta k e  o u t  in t e r n a l  r e f e r e n c e s  t o  "branch” t h a t  
make t h e  e x i s t i n g  d e f i n i t i o n  c i r c u i t o u s ,  and exem pts ATM's from th e  
d e f i n i t i o n .

(5) . A l l  a s p e c t s  o f  a bank's  c a p i t a l  a r e  d e f in e d  in  t h i s  
s e c t i o n ,  t o  remove th e  a m b ig u i t ie s  t h a t  e x i s t  in  c u r r e n t  law . T h is  
d e f i n i t i o n  o f  " c a p i t a l ” i s  g e n e r a l ly  tak en  from IN.

( 6 ) .  From 3 AAC 0 2 . 9 1 0 ( a ) ( 9 ) .
( 1 0 ) .  From c u r r e n t  AS 0 6 . 0 5 . 2 3 5 ( h ) ( 1 ) .
( 1 2 ) .  From AS 0 6 . 0 1 . 0 5 0 ( 3 ) .
( 1 4 ) .  From OR, s e c .  711 . 305  and AS 0 6 . 0 5 . 3 0 5 ( a ) .
( 1 5 ) .  L o o se ly  ad ap ted  from OR, s e c .  7 1 1 . 4 0 5 ;  (A) and (C) are  

t h e  two t r a d i t i o n a l  d e f i n i t i o n s  fo r  in s o lv e n c y  -  s e e  Annot. 81 ALR 
1160 .

(16) . D e f in e s  " i n t e r n a t io n a l  bank" as a bank t h a t  i s  from  
o u t s i d e  t h e  U n ited  S t a t e s .

( 1 7 ) .  D e f in e s  " i n t e r s t a t e  bank" t o  in c lu d e  any bank c h a r te r e d  
in  a s t a t e  o th e r  than A lask a  and n a t io n a l  banks o p e r a t in g  o u t s id e  
A la sk a .

( 1 8 ) .  From IN, s e c .  2 8 - 1 - 1 3 - 1 .2 ,  w ith  some m o d i f i c a t i o n s ;  n o te  
t h a t  i t  in c lu d e s  g u a r a n t e e s ,  o v e r d r a f t s ,  l e t t e r s  o f  c r e d i t  and loan  
com m itm ents.

( 1 9 ) .  From WY, s e c .  1 3 - 1 - 1 0 1 ( a ) ( x i i ) .
( 2 0 ) .  C urrent AS 0 6 . 0 5 . 2 3 5 ( h ) ( 2 ) ,  amended t o  e x c lu d e  

i n t e r n a t i o n a l  bank h o ld in g  companies from th e  req u irem en t  t h a t  th e y  
be r e g i s t e r e d  w ith  th e  f e d e r a l  governm ent.

( 2 1 ) .  C urrent AS 0 6 . 0 5 . 2 3 5 ( h ) ( 3 ) .
(22)  . Changed t o  remove th e  r e f e r e n c e  t o  c h a r t e r s ,  which no 

l o n g e r  e x i s t  in  A la sk a .
( 2 4 ) .  In c o n ju n c t io n  w ith  new AS 0 6 . 0 5 . 2 7 2 ,  p roposed  in  t h i s  

b i l l ,  t h i s  w i l l  a l lo w  banks to  o p e r a te  s u b s i d i a r i e s  t h a t  a re  n o t  
d i r e c t l y  in  t h e  banking b u s in e s s .  T h is  d e f i n i t i o n  i s  tak en  from  
th e  A la sk a  C o r p o r a t io n s  Code and i s  th e  same a s  t h a t  u sed  by th e  
FDIC.

( 2 5 ) .  C urrent law d o e s  not d e f in e  th e  e s s e n t i a l  e le m e n ts  o f
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c a p i t a l ,  w hich has ca u sed  some c o n fu s io n  in  th e  p a s t .  T h is  b i l l  
s i m p l i f i e s  t h e  te r m in o lo g y  and makes i t  c o n s i s t e n t  th r o u g h o u t ,  and 
th e n  a l l  term s used  a r e  d e f in e d  h e r e .

( 2 7 ) .  D e f in e s  when a bank w i l l  be deemed t o  be in  t r o u b l e .

S e c t i o n  88 .
The new a r t i c l e  on i n t e r s t a t e  and i n t e r n a t i o n a l  banking i s  

l o o s e l y  in s p i r e d  by NY, IL and GA law . However, we have t r i e d  t o  
t h i n k  o f  what i s  s p e c i f i c a l l y  needed and d e s i r e d  in  A la sk a .

AS 0 6 . 0 5 . 5 5 0 .  ( a ) .  A u th o r iz e s  i n t e r n a t i o n a l  and in s u r e d  non-  
A la sk a  banks t o  branch by p u rch a s in g  e x i s t i n g  A lask a  i n s t i t u t i o n s .  
" I n t e r s t a t e , "  " i n t e r n a t i o n a l ,"  and " r e c e n t ly  formed" banks are  
d e f i n e d  in  AS 0 6 . 0 5 . 5 4 0 .  Note th e  FDIC req u irem en t f o r  n on -A lask a  
US ban ks; OR has a s i m i l a r  req u irem en t .  For i n t e r n a t i o n a l  banks, 
t h e r e  i s  p r o v id e d  an i n - s t a t e  a s s e t  req u irem en t —  s e e  n e x t  
s e c t i o n .  Much o f  t h i s  i s  tak en  from IL and NY.

(b) . A u th o r iz e s  i n t e r n a t i o n a l  banks, but n o t  i n t e r s t a t e  banks, 
t o  de  novo branch.

( c ) . G uarantees t h a t  i n t e r s t a t e  and i n t e r n a t i o n a l  bank 
b r a n c h e s  e n jo y  th e  same r i g h t s  a s  o t h e r  A laska  f i n a n c i a l  
i n s t i t u t i o n s ;  tak en  from NY.

AS 0 6 . 0 5 . 5 5 5 .  A p p l ic a t io n  p r o c e s s  f o r  i n t e r s t a t e  and 
i n t e r n a t i o n a l  banks. T hese p r o v i s io n s  are  g e n e r a l ly  ta k e n  from AS
0 6 . 0 5 . 3 9 9 ,  t h e  d e p a r tm e n t 's  proced ure  f o r  branch bank a p p l i c a t i o n s .  
Thus, t h e s e  a p p l i c a t i o n s  would be handled  in  th e  same g e n e r a l  
manner a s  o t h e r  branch a p p l i c a t i o n s .

(d) . R e q u ir e s  r e c i p r o c i t y  fo r  banks from o th e r  s t a t e s ,  bu t n o t  
f o r  i n t e r n a t i o n a l  banks ( tak en  from NY).

AS 0 6 . 0 5 . 5 6 0 .  (a) and (b) . R eq u ires  an i n t e r n a t i o n a l  bank
o p e r a t in g  a branch in  A laska  t o  m a in ta in  a s s e t s  in  t h i s  s t a t e  
s u f f i c i e n t  t o  c o v er  a l l  d e p o s i t o r s .  T h is  s e c t i o n  i s  ta k e n  from OR 
s e c .  7 1 3 . 0 2 5 .

( c ) . P r o v id e s  t h a t  i f  th e  departm ent t a k e s  over  one o f  t h e s e  
b r a n c h e s ,  th e  i n - s t a t e  a s s e t s  w i l l  be l i q u i d a t e d  under th e  g e n e r a l  
l i q u i d a t i o n  s t a t u t e s ;  in s p ir e d  by IL law.

AS 0 6 . 0 5 . 5 6 5 .  ( a ) .  E s s e n t i a l l y  same as  c u r r e n t  AS 0 6 . 0 5 . 3 6 7 ,  
w hich i s  r e p e a le d .

(b) . R e q u ir e s  branch t o  meet g e n e r a l  r e s e r v e  r e q u ir e m e n ts  
a p p l i c a b l e  t o  s t a t e  banks under AS 0 6 . 0 5 . 2 0 0 ,  b u t a l lo w s  
a p p r o p r ia t e  a s s e t s  h e ld  fo r  p u rp oses  o f  th e  minimum a s s e t  
r e q u ir e m e n ts  o f  p r e c e d in g  s e c t i o n  t o  be a p p l ie d  t o  t h i s  req u irem en t  
a s  w e l l .

( c ) . P r o v id e s  t h a t  t h e s e  branches w i l l  be s u b j e c t  t o  normal 
a s s e s s m e n t s  f o r  exams, but th e  a s s e s sm e n t  w i l l  be b a sed  on th e  
b r a n c h 's  d e p o s i t s ,  r a th e r  than i t s  a s s e t s  ( s i n c e  i t  i s  im p o s s ib le  
t o  d e te r m in e  how much o f  t h e  a s s e t s  o f  a m u l t i - s t a t e  or m u l t i ­
n a t i o n a l  bank a r e  a t t r i b u t a b l e  t o  th e  A laska b r a n c h ) .

(d) . P r o v id e s  t h a t  t h e  p a ren t  i n t e r s t a t e  or  i n t e r n a t i o n a l  bank 
may be exam ined t o  p r o t e c t  A la s k a 's  i n t e r e s t s ,  in  much th e  same 
manner a s  an o u t - o f - s t a t e  BHC can be exam ined.

AS 0 6 . 0 5 . 5 7 0 .  T h is  i s  p r e s e n t l y  p a r t  o f  AS 0 6 . 0 5 . 2 3 5 .
( a ) . C u r r e n t ly  s e c .  2 3 5 ( e ) . We have added a p e r m it t in g  sy stem
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fo r  a l l  bank h o ld in g  companies t h a t  w ish  to  p u rch a se  a bank or bank 
h o ld in g  company d o in g  b u s in e s s  in  A la sk a .

(b) . C u r r e n t ly  s e c .  2 3 5 ( f ) .
( c ) . Taken from 3 AAC 0 2 . 9 1 0 ( b ) .

S e c t io n  8 9 . T h is  has beer, changed t o  c l a r i f y  t h a t  t h e  p r o v i s i o n s  o f  
th e  ban k in g  code  app ly  t o  t r u s t  com panies engaged  i n  t h e  b u s in e s s  
o f  b a n k in g .

S e c t io n  90 . T e c h n ic a l  amendment

S e c t i o n s  91 and 9 2 . Makes t h e  C o rp ora tion  Code a p p l i c a b l e  t o  banks

S e c t io n  93 . Conforming amendment

S e c t io n  94 . C l a r i f i e s  t h a t  th e  Consumer P r o t e c t i o n  A c t ,  w h i le  
exem ptin g  t r a n s a c t i o n s  r e g u la t e d  under AS 0 6 . 0 5 ,  a p p l i e s  t o  a l l  
o th e r  bank t r a n s a c t i o n s ,  and in  p a r t i c u l a r  t h o s e  betw een  banks and 
t h e i r  c u s to m e r s .

S e c t io n  95 . T e c h n ic a l  amendment

S e c t io n  96 . R e p e a le r s :
AS 0 6 . 0 1 . 0 1 0 ( c ) .  Now covered  by AS 0 6 . 0 1 . 0 3 5 ( h ) .
AS 0 6 . 0 5 . 0 1 5 .  In c lu d ed  in  new AS 0 6 . 0 5 . 0 0 5 ( b ) ( 7 ) .
AS 0 6 . 0 5 . 0 2 0 .  ( a ) .  A l l  covered  e ls e w h e r e  in  t h e  c o d e .
(b) . The f i r s t  s e n te n c e  i s  a lr e a d y  cov ered  by AS 0 6 . 0 1 . 0 3 0  ( i n  

t h i s  b i l l ,  s u b s e c t io n  ( f ) ) .  The r e s t  d u p l i c a t e s  common law , e x c e p t  
f o r  t h e  l a s t  s e n t e n c e ,  which i s  a la b o r  law i s s u e  and sh o u ld  not be 
in  t h e  c o d e .

AS 0 6 . 0 5 . 0 2 5 .  A l l  p r o v i s io n s  r e l a t i n g  t o  e x a m in a t io n s  a re  now 
in  AS 0 6 . 0 1 .  T h is  s e c t i o n  i s  c o n ta in e d  in  AS 0 6 . 0 1 . 0 1 5 .

AS 0 6 . 0 5 . 0 3 0 .  Moved t o  AS 0 6 . 0 5 . 0 0 5 ( b ) ( 1 ) ;  s e e  n o t e s  t o  t h a t  
p r o v i s i o n .

AS 0 6 . 0 5 . 0 3 5 .  A lready cov ered  by AS 0 6 . 0 1 . 0 1 0 .
AS 0 6 . 0 5 . 0 4 0 .  Moved t o  AS 0 6 . 0 1 . 0 1 5 ( a ) .
AS 0 6 . 0 5 . 0 5 5 .  Some o f  th e  i n f o  ( (1)  and ( 2 ) )  i s  a lr e a d y  

e s s e n t i a l l y  d on e , through t h e  g o v e r n o r 's  l e g i s l a t i v e  r e q u e s t s ,  and 
t h e  r e s t  e i t h e r  i s  u n n ecessa ry  fo r  l e g i s l a t o r s  or  i s  p u b l i c  i n f o .  
T h is  i s  an e x p e n s iv e  annual e x e r c i s e  f o r  th e  d i v i s i o n  ( e s t im a t e  i s  
30 p e r s o n -d a y s )  t h a t  i s  u n n e c e ssa r y .

AS O f . 0 5 . 0 6 0 .  (a) and ( b ) . Moved t o  AS 0 6 . 0 1 . 0 2 5 ,  t o  ap p ly  t o  
a l l  f i n a n c i a l  i n s t i t u t i o n s .

( c ) . A lrea d y  covered  in  AS 0 9 . 2 5 . 1 1 0 .
AS 0 6 . 0 5 . 0 6 5 .  (d) and (e) . In c lu d ed  in  com p reh en s iv e

p e n a l t i e s  s e c t i o n ,  AS 0 6 . 0 1 . 0 3 5 .
( f )  . D e f i n i t i o n  no lo n g e r  used  in  th e  c o d e .

AS 0 6 . 0 5 . 0 7 0 .  Most o f  t h i s  s e c t i o n  i s  o b s o l e t e .  We have  
r e p e a le d  i t  and s im p ly  p ro v id ed  in  AS 0 6 . 0 5 . 0 0 5  t h a t  t h e  departm ent  
w i l l  ad op t r e g u l a t i o n s  fo r  r e c o r d s  r e t e n t i o n  (which i t  has a lr e a d y  
done in  c u r r e n t  3 AAC 0 2 . 0 1 0 ) .

AS 0 6 . 0 5 . 0 8 0 .  A lready e s t a b l i s h e d  in  A lask a  c a s e  law .



AS 0 6 . 0 5 . 0 8 5 .  A lready  co vered  by A laska c a s e  law .
AS 0 6 . 0 5 . 0 9 0 ( c ) .  T h is  i s  in c lu d e d  in  co m p reh en sive  p e n a l t i e s  

s e c t i o n ,  AS 0 6 . 0 1 . 0 3 5 .
AS 0 6 . 0 5 . 1 3 0 .  T h is  s e c t i o n  i s  e s s e n t i a l l y  su p e rsed ed  in  

su b s ta n c e  by t h e  UCC, AS 4 5 . 0 4 . 4 0 6 .
AS 0 6 . OS. 1 7 5 ( c ) . T h is  i s  a lr e a d y  c o v ered ;  any v i o l a t i o n  o f  th e  

code  i s  s u b j e c t  t o  d i s c i p l i n e  a n d /o r  en forcem ent a c t i o n  under AS
0 6 . 0 1 .

AS 0 6 . 0 5 . 1 8 5 .  The s e c t i o n s  r e l a t i n g  t o  t r u s t  com panies (AS
0 6 . 0 5 . 1 8 5  -  0 6 . 0 5 . 1 9 5 )  a re  o b s o l e t e  and are  t h e r e f o r e  r e p e a le d .  
These p r o v i s i o n s  are  a lr e a d y  c o v er ed  in  th e  t r u s t  company a c t ,  
s p e c i f i c a l l y  AS 0 6 . 2 5 . 0 8 5 .

AS 0 6 . 0 5 . 1 9 0 .  See n o te  to  p r e v io u s  s e c t i o n .
AS 0 6 . 0 5 . 1 9 5 .  See n o te  to  r e p e a l  o f  AS 0 6 . 0 5 . 1 8 5 .
AS 0 6 . 0 5 . 2  00( b)  and ( c ) . These are  p r o c ed u r a l  m a t te r s  t h a t  

w i l l  be p u t in  r e g u l a t i o n s .  A ls o ,  t h e  p e r m is s ib l e  l i s t  o f  d e p o s i t s  
w i l l  be expanded t o  in c lu d e  d e p o s i t s  h e ld  by t h e  F e d e r a l  R eserve  
Bank and t h e  F e d e r a l  Home Loan Bank, t o  make t h e  rec ru la t io n s  
c o n s i s t e n t  w ith  c u r r e n t  p r a c t i c e .

AS 0 6 . 0 5 . 2 0 5 .  ( a ) .  By r e g u la t i o n  adopted  under AS
0 6 . 0 5 . 4 3 8 ( c ) ,  a req u irem en t w i l l  be i n s e r t e d  t h a t  when le n d in g  
r e p o r t s  a r e  made t o  th e  board, a l l  lo a n s  o ver  a s p e c i f i e d  amount 
(h ig h e r  th an  $ 2 5 , 0 0 0  -  p robab ly  $100 , 000)  w i l l  be s p e c i f i c a l l y  
i d e n t i f i e d .

( e ) . A lr ea d y  covered  under sound le n d in g  p r a c t i c e s .
( f ) . O b s o le t e .

AS 0 6 . 0 5 . 2 0 6 .  A l l  s p e c i a l  s t a t u t o r y  r e s t r i c t i o n s  on r e a l
e s t a t e  lo a n s  a r e  r e p e a le d  in  t h i s  d r a f t  o f  th e  cod e , e x c e p t  th o s e
s t i l l  r em a in in g  in  AS 0 6 . 0 5 . 2 0 7 .  L easeh o ld  and deve lop m en t lo a n s
a r e  now c o v e r e d  by t h a t  s e c t i o n .

AS 0 6 . 0 5 . 2 0 8 .  T h is  s e c t i o n  i s  cov ered  by AS 4 5 . 1 0 . 1 2 0 ( c ) .
AS 0 6 . 0 5 . 2 1 0 ( b ) .  T h is  i s  r e p e a le d  and t h e  s u b s ta n c e  moved t o  

t h e  c o m p reh en s iv e  p e n a l t i e s  s e c t i o n ,  AS 0 6 . 0 1 . 0 3 5 .
AS 0 6 . 0 5 . 2 2 0 .  A lready co v ered  by f e d e r a l  law .
AS 0 6 . 0 5 . 2 3 2 .  The code has been d r a f te d  t o  p r o v id e  t h a t  o n ly  

a b a n k 's  s u b s i d i a r y  can e n t e r  i n t o  t h e s e  t y p e s  o f  l e a s e s .  Thus,
t h e  s e c t i o n  i s  r e p e a le d  h e r e ,  and a broad a u t h o r i t y  t o  e n t e r  in t o
l e a s e s  i s  in c lu d e d  in  new AS 0 6 . 0 5 . 2 7 2 .

AS 0 6 . 0 5 . 2 3 5 .  ( c ) . A lread y  c o v er ed  in  powers o f  t h e  departm ent  
t o  ad op t r e g u l a t i o n s .

( d ) . Covered by com prehensive  p e n a l t i e s  s e c t i o n .
(e) a£g_-ff-W We have s p l i t  t h i s  s e c t i o n  in  h a l f ,  moving th e  

p r o v i s io n ^  r e l a t i n g  t o  o u t - o f - s t a t e  bank h o ld in g  com panies t o  new 
AS 0 6 . i n /4:he a r t i c l e  on i n t e r s t a t e  banking .

( h f .  Def ip 'T tio n s  have been moved t o  th e  g e n e r a l  d e f i n i t i o n s  
s e c t i o n 05.  540.

AS 0 6 . 0 5 . 2 3 8 .  T h is  s e c t i o n  b e lo n g s  w ith  th e  p r o v i s io n s
r e l a t i n g  t o  m e e t in g s  o f  th e  board. Thus, i t  has been moved t o  AS
0 6 . 0 5 . 4 3 8 ( f ) .

AS 0 6 . 0 5 . 2 5 5 ( c ) .  T h is  s u b s e c t io n  was am biguous and 
u n n e c e s s a r y .

AS 0 6 . 0 5 . 2 6 0 ( b ) .  T h is  s u b s e c t io n  was p rob ab ly  u n e n fo r c e a b le ,
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d e f i n i t e l y  u n c le a r  and am biguous, and a rg u a b ly  i n c o n s i s t e n t  w ith  
t h e  s t a t e ' s  d e p o s i t o r  p r e f e r e n c e .

AS 0 6 . 0 5 . 2 7 0 ( b ) .  S p e c i f i c  p e r m is s ib l e  in v e s tm e n ts  f o r  banks 
have been  r e p e a le d  and w i l l  now be s e t  ou t in  r e g u l a t i o n s .  See  
comments t o  b i l l  s e c t i o n  46.

AS 0 6 . 0 5 . 2 7 5 .  ( a ) .  D e le te d  a s  u n n e c e s s a r y  and o b v io u s .
(c )  . D e le te d  a s  u n n e c e s s a r y .  For c l a r i t y ,  i f  d e s i r e d ,  we 

w i l l  p u t  i t  i n t o  r e g u l a t i o n .
AS 0 6 . 0 5 . 2 8 0 ( a )  and (b) . These a r e  s u f f i c i e n t l y  handled  by 

m arket f o r c e s ,  and th e y  a r e  u n n e c e s s a r y .
AS 0 6 . 0 5 . 3 0 0 .  Covered by AS 1 0 . 0 6 . 0 1 0 .
AS 06.. 0 5 . 3 0 7 .  (d) . A lrea d y  c o v er ed  by AS 0 6 . 0 5 . 2 0 5 ( b ) .
( e ) . R ep ea led  a s  o b s o l e t e .
AS 0 6 . 0 5 . 3 2 5 .  Covered by t h e  C o r p o r a t io n s  Code.
AS 0 6 . 0 5 . 3 3 0 .  Covered by AS 1 0 . 0 6 . 2 0 5 .  However, th e  

C o r p o r a t io n  Code p r o v id e s  t h a t  t h e r e  can be o n ly  one in c o r p o r a to r ,  
and t h i s  w i l l  now be a l lo w e d  f o r  banks a s  w e l l .

AS 0 6 . 0 5 . 3 4 5 .  ( b ) . Covered by t h e  C o r p o r a t io n s  Code.
(c) -  ( j ) .  Moved t o  new AS 0 6 . 0 5 . 3 4 4 .
(k) . B e g in n in g  o f  c o r p o r a te  e x i s t e n c e  i s  a lr e a d y  c o v e r e d  in  

t h e  C o r p o r a t io n s  Code.
AS 0 6 . 0 5 . 3 6 0 .  F o re ig n  banks are  p e r m it te d  t o  engage in  banking  

under new a r t i c l e  9 .
AS 0 6 . 0 5 . 3 6 7 .  Most o f  t h i s  s e c t i o n  i s  in c o r p o r a te d  i n t o  new AS

0 6 . 0 5 . 5 6 5 .  Paragraph (2) i s  removed b e c a u se  we a r e  no lo n g e r  g o in g  
t o  r e q u i r e  FDIC in s u r a n c e .

AS 0 6 . 0 5 . 3 8 0 .  (a) and ( b ) . are  t h e  same a s  3 5 0 ( b ) ( 1 ) .
(c)  . T h is  i s  in c lu d e d  in  th e  com p reh en sive  p e n a l t i e s  s e c t i o n .
AS 0 6 . 0 5 . 3 9 0 .  Covered, w i t h  minor v a r i a t i o n s ,  by AS 1 0 . 0 6 . 4 9 0 .
AS 0 6 . 0 5 . 3 9 5 .  S u b sta n ce  moved t o  and in c o r p o r a te d  in  AS

0 6 . 0 5 . 3 5 0 ( a ) .
AS 0 6 . 0 5 . 4 3 0 .  Covered by AS 1 0 . 0 6 . 4 0 5  and 1 0 . 0 6 . 4 1 5 .
AS 0 6 . 0 5 . 4 3 5 .  ( b ) . Covered by AS 1 0 . 0 6 . 2 2 3 .
( e ) . Covered by AS 1 0 . 0 6 . 4 6 5 .
AS 0 6 . 0 5 . 4 4 3 .  Combined w ith  AS 0 6 . 0 5 . 4 4 5 .
AS 0 6 . 0 5 . 4 6 5 .  V o lu n ta ry  l i q u i d a t i o n s  w i l l  now be c o v er ed  under  

t h e  same p r o c ed u r e  a s  in v o lu n t a r y  o n e s ,  i . e .  under th e  c o n t r o l  o f  
t h e  d e p a r tm en t .  See AS 0 6 . 0 5 . 4 6 8 ( a )  in  S e c t io n  83 o f  t h e  b i l l .  Of 
c o u r s e ,  i f  a bank w ish e s  t o  v o l u n t a r i l y  d i s s o l v e  and t h e r e  i s  no 
r e a s o n  f o r  t h e  departm ent t o  g e t  s i g n i f i c a n t l y  in v o lv e d ,  th e  
d ep a r tm en t can  a p p o in t  th e  e x i s t i n g  board as r e c e i v e r .

AS 0 6 . 0 5 * 4 7 0 .  T h is  s e c t i o n  has been  s p l i t  up t o  make i t  more 
m an agea b le . The su b s ta n c e  o f  t h i s  s e c t i o n  rem ain s e s s e n t i a l l y  
unchanged .

( a ) .  S u b s ta n c e  moved t o  s e c .  4 6 8 ( a ) .
( d ) . Now s e c .  4 6 8 ( d ) .
( f ) .  Now s e c .  4 7 1 ( a ) .
( j )  and ( k ) . Now s e c .  471( b)  and ( c ) .
(1) -  ( n ) . Now s e c .  472.
( ° )  -  ( y ) . Now s e c .  473.
( z ) . Now s e c .  474.
AS 0 6 . 0 5 . 4 8 0 .  Moved t o  s e c .  3 5 0 ( d ) .
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AS 0 6 . 0 5 . 4 8 5 .  Moved t o  new s e c .  262.
AS 0 6 . 0 5 . 4 9 0 .  In c lu d e d  in  com prehensive  p e n a l t i e s  s e c t i o n ,  AS

0 6 . 0 1 . 0 3 5 .
AS 0 6 . 0 5 . 4 9 5 .  D u p l i c a t iv e ;  same as  s e c .  4 7 0 ( g ) ( 2 ) .
AS 0 6 . 0 5 . 5 0 0  -  0 6 . 0 5 . 5 2 0 .  Covered by com p reh en sive  p e n a l t i e s  

s e c t i o n .
AS 0 6 . 0 5 . 5 2 5 .  Covered by AS 0 6 . 0 1 . 0 3 0 .
AS 0 6 . 0 5 . 5 3 0 .  O b s o le t e .
AS 0 6 . 2 0 . 3 2 0 ( b ) .  Covered by new com p rehensive  p e n a l t i e s  

s e c t i o n ,  AS 0 6 . 0 1 . 0 3 5 .
AS 0 6 . 2 5 . 0 6 0 .  Covered by com prehensive  p e n a l t i e s  s e c t i o n .
AS 0 6 . 2 5 . 0 7 0 .  A lso  c o v er ed  by com prehensive  p e n a l t i e s  s e c t i o n .  
AS 0 6 . 2 5 . 3 2 0 .  A lso  c o v er ed  by com prehensive  p e n a l t i e s  s e c t i o n .  
AS 0 6 . 3 0 .  R e p e a ls  s t a t e  Sav in gs A s s o c ia t i o n  A ct .
AS 0 6 . 4 0 . 1 6 0 ( b ) .  Covered by com prehensive  p e n a l t i e s  s e c t i o n .  
AS 0 6 . 4 5 . 3 2 0 .  Covered by com prehensive p e n a l t i e s  s e c t i o n .
AS 0 6 . 4 5 . 3 3 0 .  A lso  c o v er ed  by com prehensive  p e n a l t i e s  s e c t i o n .

S e c t i o n  97 . T r a n s i t i o n a l  p r o v i s i o n s .
(a) Makes su r e  t h a t  th e  new C o rp o ra tio n s  Code a p p l i e s  t o  a l l  

banks.
(b) R eq u ir e s  e x i s t i n g  banks t o  amend t h e i r  a r t i c l e s  t o  conform  

t o  t h e  new code a t  t h e  n e x t  r e g u la r  annual m e e t in g ,  and th e n  f i l e  
t h e  amended a r t i c l e s  w ith  th e  departm ent.

S e c t i o n  9 8 . N otes  p o s s i b l e  Court Rule change.

S e c t io n  99 . E f f e c t i v e  d a te  1 / 1 / 9 4 .



City Com m erceC O R P O R A T I O N

Fefcruary 15, 1993

The Honorable Tim Kelly 
State Capitol 
Juneau, AK 99801-1182

Re: Draft Legislation revising Title 6

Dear Senator Kelly:

First, i thank you for forwarding the proposed 
Statutes governing banks and financial insfit 
growing alarm. Specifically, in several 
competitive and far reaching in its proposed

Section 37 regarding the fair market value 
foreclosure. I would suggest you review the

draft of legislation revising Title 6 of Alaska 
utlons. I have read through the draft with 
istances I find the document to be anti­
scope.

of loans for property taken subsequent to 
current FASB ruling and their mark to market

rules and conform this statute to that new i ule.

OV'Section 45 indicates, "No person shall 
engages in the business of making comnr 
deposits, commonly known as a nonbank 
institution and find no justification whatsoev 
lending private money to anyone I choose 
The regulatory concern traditionally has bti 
nonbank bank carries no depositors’ mone;' 
to anyone they choose as long as they
business. I would certainly recommend an|J 
To retain this section in the bill would req 
opposition campaign.

Section 46. I think this section needs to be

n, operate or acquire an institution which 
ercial loans, but does not accept demand 
bank." As you are aware, I own such an 
er for such a provision prohibiting me from 

Without the permission of the state of Alaska, 
en the protection of depositors’ money. A 
and can and should be able to lend at will 
)mply with the normal rules covering good 
urge your support for deleting this section, 

liired that I oppose the bill and organize an

Taken in context, in Section 45 any lending of any variety would be banking, in fact
mortgage banking would be banking under
back door attempt of the department to regulate all lenders within the state and require 
$1 million net worth of all lenders prior to their involvement in any lending business?

clarified as to what the banking business is.

any interpretation of this provision. Is this a



The Honorable Tim Kelly 
Page two_____________ F e b r u a ry  1 5 , 1 9 9 3 .

Section 65, Sub Paragraph 5. You might want to put a time period on this provision for 
folks on the board, as a number of people h; ive gone through bankruptcy who otherwise 
might be qualified to serve on the board of c Irectors. The provision as written would bar 
a person for life. I would think that some sti itute of limitations should apply as it does in 
normal c dit circumstances.

Section 81. DEFINITIONS. SubParagraph 
lender Is a bank. Unless this provision 
depository lending such as consumer, facto 
or prospective long term lenders In the stat£ 
be classified as a bank.

3 "banking". According to this definition, any 
specifically excluded other means of non 
ing or long term lending, virtually all current 
would come directly under this and would

In summary, the definitions of lending ban! 
provision regarding nonbank banks would 
this bill If Introduced. I would ask you not to 
diminish the ability of Alaskans to borrow at 
market place. In the interests of your cons 
above concerns, I would request that you 
oppose it.

Thank you for your consideration.

s and the inclusion of the non competitive 
liad me to do everything possible to oppose 
introduce it as it currently stands as it would 
time when the opposite is necessary in the 
ituents, barring amendment to address the 
not only not sponsor the bill, but that you

With best regards,

Janfes M. Crawford 
President & CEO
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Key Bank of A laska
A KeyCorp Bank

101 West Benson Boulevard 
PoslOHice Box 100420 
Anchorage. Alaska 99510-0420 
(907) 564-0250 or (907) 562-6100

Mlchaal J. Bums
President and 
Chief Executive Officer

Ib a n k

February 24, 1993

Honorable Tim Kelly 
Chairman
Senate Labor and Commerce Committee 
State Capitol
Juneau, Alaska 99801-1182 

Re: Alaska Banking Code Revision 

Dear Senator Kelly:

I apologize for being unable to attend your meetings of yesterday and tomorrow. 
Please be assured that our non-attendance does not indicate a lack of enthusiasm for 
this project. Throughout the past months, Mr. Kirkpatrick has worked closely with 
the state chartered banks to come to a consensus on what the banking code needs to 
be to support the State’s institution and the growth of the Alaska economy. As with 
any undertaking between a regulated entity and it’s regulator, there are bound to be 
differences. 1 think that this product is a good balance between these interests.

We are especially pleased by the broad format of the statutes and the inherent 
acknowledgement that the regulatory needs of the State may change as quickly as the 
competitive challenges of the banks. Leaving much of the detail to the regulation, 
as opposed to statutory provisions, is, in our opinion, quite far sighted. It is in this 
area of proposed regulation that we would offer the following suggestions.

Notwithstanding the above paragraph, I offer one change to the draft legislation. 
Section 24.AS 06.05.205(d) was amended to prohibit a bank from accepting the 
bank’s parent holding company stock as collateral for a loan, or from lending funds 
that will be used to purchase stock in the bank or in the holding company. A bank 
should be allowed to lend for the purpose of purchasing shares in the bank or its 
holding company as long as there is independent source of repayment and strength or 
other collateral. In the case of KeyCorp, our parent company, there are over 100 
million shares outstanding with a market valuation in excess of $4 billion. As a stock 
traded on the New York Stock Exchange, there is a tremendous liquidity and I find 
it hard to imagine a much stronger source of collateral for us. Again, this suggestion 
does not impair our strong support for the proposal as a whole.

P. 02

Involved. Innovative, Professional.
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Senator Tim Kelly 
February 24, 1993 
Page 2

Specific suggestions as to the regulations are as follows:

3AAC 02.020fcl

Currently, Key Bank of Alaska does not get an independent audit. KeyCorp, 
our parent, has a certified audit of which we are a part. It has been the position of 
the Division of Banking that this corporate audit is adequate and I am not sure that 
the regulation, as drafted, continues to accommodate banks that are part of a holding 
company.

3AACQ2.110

Until 1980, state banks that were not members of the Federal Reserve did not 
have to maintain reserves with the Fed. It is acknowledged that the Fed maintains 
reserve requirements as a tool to manage the national monetary supply, and not the 
individual bank’s liquidity position. However, the effect is the same. It is our 
contention that between the Fed’s role and the general safety and soundness powers 
available to the regulators, that this entire section on liquidity is unneeded at this 
time. Should the Fed’s role or reserve targets change, appropriate regulations could 
be adopted.

3AAC 0 2 .1 3 5 M

The requirement that the bank dispose of or write off the value of personal 
property obtained to satisfy a debt within one year may be appropriate for tangible 
personal property such as autos, trucks, equipment, mobile homes, etc. However, 
we feel that intangible personal property might have a "bankable" value over time and 
should not require such an accelerated liquidation or write off. Such assets might he 
royalty interests, patent rights, assignments of escrows, notes, minority or majority 
interests in closely held businesses, etc.

3AAC Q2.197

This section authorizes us to pledge assets to secure the assets of certain 
housing authorities. Other agencies and authorities should be included in this 
definition.
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Senator Tim Kelly 
February 24, 1993 
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We look forward to working with your committee on this project that is vital to a 
continued strengthening of the Alaskan economy.

President & C.E.O.

MJB:sd

cc: W. F. Kirkpatrick



Dear Senator Kelly:

Thank you for the opportunity to comment on the proposed revisions to the Alaska banking code. 
Over the past few months, we have had the opportunity to work closely with Willis Kirkpatrick 
and his staff with regard to this legislation and we are pleased to see that it is now working its 
way through the legislative process.

We are also of the opinion that the current banking code has become outdated and is in need of 
a general overhaul. The comprehensive changes contemplated in this legislation have been 
carefully thought out and address all of the issues and concerns that we have with the existing 
Title 6. As proposed, these revisions will make the state banking system safer, more 
competitive, and better able to address the evolving financial needs of the people of Alaska.

We are very much in support of the proposed legislation. If you or your siaff have any questions 
or need any additional information with regard to any of the specific provisions in this legislation, 
please feel free to contact us.

Sincerely,

A I i w  A
William G Moran, Jr.
President

MAIN OFFICE: POST OFFICE BOX 7920. KETCHIKAN. ALASKA 99901 • 907-225-9101 
MEMBER FDIC • OFFICES AT KFTCHIKAN. CRAIG. WRANGELL. PETERSBURG, SITKA, JUNEAU
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February 11, 1993

Senator T im  K elly 
Pouch V, State Capitol 
Juneau, AK 99801-1182

Subject: Proposed Draft
T itle 6, A laska Statutes 
Banks and Financial Institutions

D ear Senator Kelly:

Thank you for your letter of January 29, 1993 in connection with the subject topic. As 
you are aware, w e are a federally chartered institution, so the revisions w ould have 
minimal im pact on us individually. But, in the interests of seeing a level playing field 
between state and federally chartered institutions, I will offer you my com m ents on the 
proposed draft.

Specifically, we are discussing the draft of January 20, 1993. On pages 6-7 o f the draft, 
under "Powers o f the Department", item number 7, subsections G, H and J, my comments 
are as follows:

7.G.- It is not uncom m on to take a blind lien against a piece of property, either as 
additional security for possible bankruptcy protection or as a courtesy to the borrower for 
IRS tax deductibility reasons. In this event, I cannot see why we would w ant to apply 
this article as it is written. Some modification to allow for these instances m ust be made 
to the proposal.

7.H .- Same reason as above.

7.J.- I don't think that the departm ent should have the authority to require an asset to be 
written off at 50% if the feds ju st happen to classify it as doubtful. I have seen entirely 
too m any loans pay  in full that were classified as doubtful, whether by ignorance or over 
zealousness on the behalf of an examiner. I was formally an FDIC Bank Liquidator, so I 
have a fairly extensive record base to evaluate this position from. I don't have a problem 
requiring the institution to reserve for the credit, but I don't think we should be requiring 
write off o f the credit in question.

On pages 14-15 o f the draft, under "Sec. 06.05.211 Loans Secured by Forest Tracts", 
item s 1-3, my com m ents are as follows:

1- I don't think die departm ent has any business setting loan to value ratios for any type 
o f loan. That is up to the policy makers of the institution. Next the departm ent will be 
telling us how  long a person has to have a job  before he/she can obtain a loan. Asset 
quality is som ething that needs to be dealt with each institution individually, not by 
statute.

J  V  WHERE YOU BELONG
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2- I don't disagree with requiring appraisals in certain instances, but shouldn't a dollar 
threshold be used here in determining when it is necessary? I think $50,000 is a nice 
starting point. In addition, the loan to value issue rears its ugly head in this section also.

3- Now we are dictating what the annual payments m ust be? The next step w ill be 
telling us they all have to be due on the first of each month. I don't have a problem  with 
the term lim itation, but let us have the flexibility to prepare payment schedules that fit die 
needs of our borrowers, not diose of our regulators.

On page 15 of die draft, under "Section 29 AS 06.05.212(a)", my com ment is as follows:

I don't have a problem  with director, officer or employee overdrafts, but I do when it 
com es to an institution's customers. Isn't it the officer's business who is allow ed to 
overdraw  and w ho is not. A ren’t we in a better position to determine who is creditworthy 
and who is not. This is another fee based service provided by the institution.

On page 15 of the draft, under "Sec 06.05.215 Liability of Directors and Officers for 
Certain Loans", m y com ment is as follows:

N ow  we are m aking officers personally monetarily liable for banking decisions prior to 
the liquidation and insolvency of an institution? If I perm it an overdraft or make a loan to 
an individual and we subsequentiy take a loss, I may now have to repay that money? 
Good luck trying to recruit bankers to work in this state. Now, the only people who are 
going to get loans are the ones who don't need them and they are going to have to be 
secured at 150%. I don't have a problem if the transactions are done in violation of an 
order of die departm ent, but I Lake exception to the statement "in an unsafe or unsound 
manner". Typically, that statement is made by an exam iner more to cover his backside 
when he/she doesn’t understand the cred it I realize the statute provides that the 
restitution m ust be mandated by a court of com petent jurisdiction, but this little section 
m ight ju s t shut lending down statewide.

Thank you for allow ing me the opportunity to review this draft. I certainly hope my 
com m ents are helpful. Please excuse my sense of hum or and exasperation in the 
dissertation. I have been on both sides of the regulatory fence. The m ore time I spend on 
this side, the more frustrated I get with myself for having once been a myopic, tunnel 
visioned bank regulatory bureaucrat. If I can be of further assistance, please don't 
hesitate to call me.

Very truly yours,

Gary/G. SteriOn 
President/CEO

J  V  WHERE YOU BELONG
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February 21, 1993

Senator Tim Kelly. Chair
Senate Labor and Commerce Committee
State Capitol
Juneau. AK 99801-1182

Subject: Banking Code Revision
Proposed Draft Banking Regulations

Dear Senator Kelly:

Thank you for the opportunity to comment on the subject regulations. In Mr. Bush's redraft. I 
only found two items that I felt could be modified. Those modifications are as follows:

1) 3 AAC 02.110 Reserves Against Deposits

b.3. Certificates of deposit that mature in less than V2 months.

2) 3 AAC 02.135 Disposition of Property not Needed for Banking Business

a. Rather than require the institution to write-off 20% of an asset's book 
value after two years and an additional 20% annually thereafter, I would suggest that the 
requirement be redrafted as follows: "Or-ce the bank receives tide to real property, the asset shall 
be appraised by an independent fee appraiser. The asset will then be written down to 90% of the 
appraised value, less any prior encumbrances. Two years from the date of the acquisition, if the 
propeity still has not been sold, the property must be re-appraised by an independent fee appraiser 
and written down to 80% of the appraised value, less any prior encumbrances. Every two years, 
this practice will continue with the write-off increasing 10% annually, until the book value 
reaches $10. The book value will remain $10 until the property is disposed of by the bank.” The 
present draft seemed a little aggressive to me. There may be problems with the property in 
question that may take time to correct or there may be timing issues related to die liquidation of 
the property that are economic, social or 2oning in nature. A forced liquidation of the property 
may not be economically feasible.

b. This secdon deals with personal property asseis and their liquidauon. A 
one year limitation on the disposal of these assets seems a little too restrictive. Some personal 
property may have a unique market that may require a longer liquidauon period. I would modify 
the draft to allow a two year disposal period prior to write-off. Whenever an asset is acquired that 
is not necessary to die bank's normal business, it should be appraised and written down to 90% of 
appraisal.

Those are the only issues that I felt needed modification. I hope this assists you in your efforts.
If I can be of further assistance, please call me. Thank you for your dine and consideration.

Very truly yours,TTMr
(JaryjG. Stenon 
Presiaent/CEO

& WHERE YOU BELONG



FEB 24 '  93 03= 59PM NORTHRIM BANK P. 1

Northrim Bank
—ihnn&n Intwnat Makoo Tho Oltforonoe— 

‘3111 C 8trfcet * 582-0062 ,

NORTHRIM BANK

DATE;
TIME:

FAX TRANSMITTAL COVER SH EET

aTHIS TRANSMITTAL TOTALS, _ j PAGES, INCLUDING THE COVER SHEET.
IF THE CO PIES ARE NOT CLEAR, OR IF YOU DID NOT R EC EIV E ALL OF THE- 
PAGES, PLEA SE CALL— ________________________AT (907) 562-0062.
THANKYOU VERY MUCH.

311V C Street • P.O. BOX 241483 
Anchorage,-Alaaka 99624-1409 
907/582-0002
FAX 907/562-17^8 Ucmb.r FDIC

•• T.



FEB 24 '9 3  03:59PM NORTHRIM BANK P .2

ROUGH DRAFT -  NOT FOR D IS T R IB U T IO N

Northrim Bank supports the  p r o je c t  to  r e v i s e  th e  Alaska Banking 
code. I  f e e l  th e  e x i s t in g  code language needed t o  be c l a r i f i e d  and 
c e r ta in  p o r t io n s  modernized. Most o f  th e  proposed r e v i s io n s  
accom plish t h i s .

I am trou b led  by some proposed changes to  th e  code th a t  grant more 
power t o  the S ta te .  The S ta te  f e e l s  i t  needs th e se  powers to  more 
e f f e c t i v e l y  carry out i t s  r e s p o n s i b i l i t i e s .  I t  i s  basing  t h i s  need  
on i t s  ex p er ien ces  during th e  bank f a i lu r e s  o f  th e  l a t e  1980s.  
Those bank f a i lu r e s  wore caused by economic fa c to r s  and I d o n 't  
b e l ie v e  th e  r e s u l t s  would have been any d i f f e r e n t  i f  the  S ta te  had 
th e  a d d it io n a l  enforcement powers i t  i s  r eq u e st in g .

SECTION 5 AS 06.01
paragraph (d) "a d ir e c to r  , o f f i c e r  or employee o f  a f in a n c ia l  

i n s t i t u t i o n  who r e c e iv e s  a d ep o s it  knowing th a t  th e  i n s t i t u t i o n  i s  
in s o lv e n t  and w ithout th e  department' a p r io r  approval, i s  g u i l t y  o f  
a C lass  C fe lo n y ."

There i s  always an element o f  sp ecu la t io n  as to  when an i n s t i t u t i o n  
i s  in s o lv e n t .  I f  t h i s  was c l a r i f i e d  t o  s t a t e  th a t  i t  would be a 
c l a s s  C fe lo n y  i f  th e  above in d iv id u a ls  rec e iv ed  a d e p o s it  a f t e r  
having been n o t i f i e d  by the department th a t  th e  bank was in s o lv e n t  
and th a t  d e p o s i ts  should no longer be r ec e iv ed , then i t  would be 
a c c e p ta b le .

paragraphs (e) ( f )  and (g)

The a d d it io n  o f  c i v i l  p e n a l t ie s  th a t  the S ta te  could  a s s e s s  would  
put s t a t e  banks in  a more adverse p o s i t io n  than a n a t io n a l  bank. 
F ed era l r e g u la to r s  r e c e n t ly  r ece iv ed  c i v i l  p en a lty  powers. A s t a t e  
bank cou ld  co n ce iva b ly  be a sse s se d  p e n a l t ie s  by both Federal and. 
S ta te  r e g u la to r s  on th e  same i s s u e  w hile  a n a t io n a l  bank would o n ly  
have t o  d e a l  w ith Federal p e n a l t i e s .  These d u p l ic a t iv e  p e n a l t i e s  
are not needed by the S ta te .

-d SECTION 11
\ I R e la t in g  to  th e  15 day n o t ic e  requirement fo r  h o lid ay  c lo s in g .  The. 

15 day requirement seems to o  long in  t h i s  modern world where 
custom ers can a c ce ss  t h e i r  account v ia  te lephone or ATM 24 hours a, 
day seven days a week. How about f i v e  days fo r  recogn ized  s t a t e  
h o lid a y s  and 15 days when th e  c lo s in g  would not be on a recognized  
h o lid a y .

( A ,  SECTION 25
J  paragraph (h) "The department may adopt r e g u la t io n s  c l a s s i f y i n g  

loa n s  based upon th e  type o f  s e c u r ity  or c o l l a t e r a l  and 
r e s t r i c t i n g  or l im i t in g  a bank's au th or ity  to  make loans to  c e r t a in  
c l a s s e s ."
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This p r o v is io n  seems to  in d ic a te  th a t  the S ta te  knows more about 
the  econoaic  c o n d it io n s  o f  each bank's market than do the  banks. 
This p r o v is io n  would provide an opp ortu n ity  fo r  the  S ta te  to  
"micro-manage" a bank to  th e  detrim ent o f  the  o v e r a l l  economy i f  
the department became preju d iced  a g a in s t  a p a r t ic u la r  l i n e  of  
b u s in e s s .  The S ta te  c u r re n tly  has s i g n i f i c a n t  in f lu e n c e  over bank 
management and d ir e c to r s  regarding lend ing  co n cen tra t io n s  and t h i s  
a d d it io n a l  power i s  not appropriate or needed.

SECTION 29
paragraph (a) " a d ir e c to r /  o f f i c e r ,  or employee o f  a s t a t e  bank 
may not knowingly, w i l f u l l y  and p e r s i s t e n t l y  overdraw th e  
d i r e c t o r ' s ,  o f f i c e r ' s ,  or employee's account or permit a customer  
to  clo so"

These i s  more onerous than i t  appears on the s u r fa c e ,  i t  i s  not  
needed to  cover p o t e n t ia l  abuses by d ir e c t o r s ,  e x e c u t iv e  o f f i c e r s  
and p r in c ip a l  shareholders o f  a bank because they are covered under 
ra th er  s t r i c t  r u le s  o f R egulation  0 o f  th e  Federal R eserve. The 
S ta te  does not need power here because i t  i s  adequately  covered  
under fe d e r a l  law. Regarding employee o v e r d r a fts  and customer  
overdrafts?  t h i s  i s  r e a l ly  a c r e d i t  d e c is io n  on th e  part o f  th e  
bonk and i s  a judgement c a l l .  I t  would not se rv e  th e  p eop le  o f  
Alaska to  have the  banks s to p  paying a l l  NSF ch eck s . There are  
numerous customers who are r e l a t i v e l y  s lop py  w ith  t h e i r  checkbook  
accou n tin g , but do not rep resen t a r i s k  o f  lo s s  t o  a bank.

SECTION 33 AS 0 6 .0 5 .2 3 5
R e la te s  to  p r o v is io n s  th a t  would req u ire  bank h o ld in g  companies to  
ob ta in  a permit and p o s s ib ly  p o st  a bond before  th e y  could  a cq u ire  
a bank in  the  s t a t e .

This would be an impediment t o  bu sin ess  and could hurt th e  S ta te  in  
the  long  run. Currently the  S ta te  must e i t h e r  approve any purchase  
or i s  req uested  to  comment on the  proposed tr a n s a c t io n s  i f  a 
d i f f e r e n t  r eg u la to r  i s  in vo lved . There appears t o  be more than  
adequate opportunity  e x i s t in g  today fo r  th e  S ta te  t o  look out fo r  
the  p u b lic  good in  t h i s  m atter .

SECTION 47 AS 0 6 .0 5 .3 0 5
paragraph (c) " i f  a bank f a i l ?  to  m aintain  i t s  t o t a l  c a p i t a l  
accounts and loan l o s s  r e se r v e s  in  an amount equal t o  th e  a s s e t s  
c l a s s i f i e d  as substandard by the  FDIC or th e  s t a t e  . . .  th e  
department s h a l l  co n sid er  th e  fa i lu r e  as endangering the  s a f e t y  o f  
d e p o s ito r s  and may d ir e c t  th e  bank's d ir e c to r s  t o  in c r e a se  th e  
c a p i t a l  accounts in  an amount s u f f i c i e n t  t o  cover  substandard  
a s s e t s .

The term substandard i s  commonly used t o  c l a s s i f y  loans by bank 
r e g u la to r s ,  but how they  apply i t  has' changed c o n s id era b ly  over  the  
l a s t  few y e a r s .  Many news a r t i c l e s  about the  n a t io n a l  " c r e d it  
crunch" in c lu d e  comments by bankers about th e  harshness w ith  which  
r e g u la to r s  c l a s s i f y  loans c u r r e n t ly .  R egulators now commonly 
c l a s s i f y  a loan  as "substandard" even when th e  loam i s  paying as
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agreed, haa adequate c o l l a t e r a l  and does rep resen t  a r i s k  o f  l o s s  
to  th e  bank. The proposed p ro v is io n  i s  to o  vague and e i t h e r  should  
be dropped a l to g e th e r  or be more s p e c i f i c  about the r e a l  i s s u e  
whiah i s  lo e s e e  in h eren t in  the bank's loan p o r t f o l i o .

A d d it io n a l ly ,  f e d e r a l  and in te r n a t io n a l  bank r e g u la to r s  have 
adopted c a p i t a l  standards th a t  un iform ally  apply to  a l l  
i n s t i t u t i o n s .  They a l s o  d e f in e  when a bank i s  adequately  
c a p i t a l i z e d  and when i t  i s  n o t .  We should be c a r e fu l  not to  
e s t a b l i s h  a new s e t  o f  r u le s  in  t h i s  area th at are not needed.

SECTION 67 AS 06 .05 .4 37
paragraph (c) " if  the  department determ ines th a t  any o f f i c e r . . .  o f  
the  bank has been n e g l ig e n t ,  d ish o n est ,  r e c k le s s  or  incom petent, 
th e  department may order the  board to  remove th a t  o f f i c e r . . .  I f  the  
board r e f u s e s . . . i t  s h a l l  be c o n c lu s iv e  evidence o f  n e g l ig e n c e  of  
th e  board.

In e f f e c t  t h i s  p r o v is io n  g iv e s  the department th e  r ig h t  t o  f i r e  
employees o f  a bank. This i s  a c le a r  example o f  "micro 
managementj" th e  department should r e g u la te  banks n o t  manage them.

SECTION 0 6 .0 5 .4 8 1  AUTHORITY OP INTERSTATE OR INTERNATIONAL BANK TO 
BRANCH

An in t e r n a t io n a l  bank, should be su b je c t  to  th e  same r u le s  and 
r e s t r i c t i o n s  th a t  cover  domestic banks. There i s  a r i s k  th a t  an 
in t e r n a t io n a l  bank could  c o l l e c t  d e p o s i t s  from customers in  th e  
s t a t e ,  but not r e c ip r o c a te  w ith  proportionate  len d in g .

I f  new powers are granted to  in te r n a t io n a l  banks, such as th e  
a b i l i t y  t o  p ledge  a s s e t s  t o  secure d e p o s i t s ,  then t h i s  should  be 
extended t o  dom estic  banks as w e l l .

An in t e r n a t io n a l  bank should not be granted an e a s ie r  method t o  
en ter  th e  s t a t e  than i s  enjoyed by a dom estic bank.
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RECODIFICATION OF THE ALASKA BANKING CODE 
SECTIONAL ANALYSIS

S e c t i o n  1. T e c h n ic a l  ch an ge . A lask a  no lo n g e r  i s s u e s  a " c h a r te r ,"  
so  r e f e r e n c e s  t o  t h a t  term  a re  e l im in a t e d  th r o u g h o u t  t h e  s t a t u t e s .

S e c t i o n  2 . T e c h n ic a l  change .

S e c t i o n  3. T h is  i s  c u r r e n t  AS 0 6 . 0 5 . 0 2 5  and 0 6 . 0 5 . 0 4 0 ,  m o s t ly  w ith  
m inor t e c h n i c a l  c h a n g e s .  R e co g n iz in g  t h a t  exam in ers  sh o u ld  n o t  be 
p r e c lu d e d  from m ere ly  i n v e s t i n g  in  banks, we have changed t h e  
p r o v i s i o n s  t o  a l lo w  an exam iner t o  own up t o  5% o f  t h e  v o t i n g  s t o c k  
o f  a n o th er  i n s t i t u t i o n ;  t h i s  w i l l  a l lo w  s im p le  in v e s tm e n ts  b u t w i l l  
n o t  p e r m it  an exam iner t o  have a c o n t r o l l i n g  ow n ersh ip  i n t e r e s t  in  
a bank.

S in c e  t h e  departm ent exam ines a l l  f i n a n c i a l  i n s t i t u t i o n s ,  n o t  
j u s t  banks, t h e  p r o v i s i o n s  r e l a t i n g  t o  exams have been moved t o  AS
0 6 . 0 1 ,  th e  c h a p te r  t h a t  a p p l i e s  t o  a l l  f i n a n c i a l  i n s t i t u t i o n s .

S e c t i o n  4 . Changed t o  b r in g  th e  s e c t i o n  up t o  d a t e ,  g iv e n  t h a t  t h e  
l i s t  o f  f e d e r a l  a g e n c ie s  in  th e  c u r r e n t  s t a t u t e  i s  i n a c c u r a t e .  The 
ch a n g e  w i l l  make t h e  s t a t u t e  ap p ly  r e g a r d l e s s  o f  what ch a n g es  occu r  
i n  t h e  f u t u r e  t o  th e  names o f  th e  f e d e r a l  a g e n c ie s .

A ls o ,  a t  t h e  banks' r e q u e s t ,  "corresp on d in g"  was removed in
(2) t o  a l lo w  t h e  departm ent t o  e q u a l i z e  c o m p e t i t io n  betw een  
f i n a n c i a l  i n s t i t u t i o n s  r e g a r d le s s  o f  what th e y  are  c a l l e d .

S e c t i o n  5 . C urrent AS 0 6 . 0 5 . 0 6 0 ( a )  and (b) . Only change i s  t o  
c l a r i f y  t h a t  t h i s  s e c t i o n  a p p l i e s  o n ly  t o  r e c o r d s  r e l a t i n g  t o  
f i n a n c i a l  i n s t i t u t i o n s ,  n o t  a l l  r e c o r d s  o f  DCED.

S e c t i o n  6. (a) -  (c)  . New c e a s e  and d e s i s t  p r o v i s i o n s ,  t o  more
a c c u r a t e l y  s e t  o u t  t h e  proced u re  used  by t h e  d ep artm en t;  e x i s t i n g  
law h a s  been c o n f u s in g .  These new s u b s e c t io n s  are  g e n e r a l l y  ta k e n  
from t h e  FDIC A ct (12 USC 1818(b)  (1) )  and t h e  A lask a  S e c u r i t i e s  Act  
(AS 4 5 . 5 5 . 2 0 0 ( a ) ) ,  b o th  o f  which have proven  t r a c k  r e c o r d s .

(d) C urrent (b) , amended t o  make i t  c l e a r  t h a t  p u b l i c  h e a r in g s
need  n o t  be h e ld  in  c e a s e  and d e s i s t  p r o c e e d in g s .

(e) C urrent (c) & p a r t  o f  (d) , w ith o u t  s u b s t a n t i v e  change; th e
r e s t  o f  (d) h as  been moved t o  S e c t io n  8 o f  th e  b i l l .

( f )  C urrent ( e ) .
(g) D e f in e s  " u n sa fe  or unsound p r a c t i c e . "

S e c t i o n  7. T h is  s e c t i o n  c o n s o l i d a t e s  a l l  p e n a l t y  p r o v i s i o n s  from AS 
06 r e l a t i n g  t o  f i n a n c i a l  i n s t i t u t i o n s .  E x i s t i n g  p e n a l t y  
p r o v i s i o n s ,  s c a t t e r e d  th ro u gh ou t th e  c o d e , a r e  r e p e a le d  in  t h i s  
b i l l .

( a ) . The c r im in a l  s e n t e n c e s  on i n d i v i d u a l s  are  g e n e r a l l y  k e p t  
t h e  same as  in  c u r r e n t  l aw.  However, t h i s  w i l l  r a i s e  t h e  p o t e n t i a l  
c o r p o r a te  s e n t e n c e s  from th e  c u r r e n t  $ 2 0 , 0 0 0  ($1000 f o r  t r u s t



com panies) t o  $ 2 0 0 , 0 0 0 ,  under AS 1 2 . 5 5 . 0 3 5 ( c ) ( B ) . T h is  s u b s e c t io n  
su p e r s e d e s  c u r r e n t  AS 0 6 . 0 5 . 0 6 5 ( e ) ,  0 6 . 0 5 . 0 9 0 ( c ) , .  0 6 . 0 5 . 2 1 0 ( b ) ,
0 6 . 0 5 . 2 3 5 ( d ) ,  0 6 . 0 5 . 5 2 0 ,  AS 0 6 . 2 0 . 3 2 0 ( b ) ,  and AS 0 6 . 2 5 . 3 2 0 .

( b ) . S u p e rsed es  c u r r e n t  AS 0 6 . 4 0 . 1 6 0 ( b ) .
( c ) . T h is  i s  c o n s i s t e n t  w ith  c u r r e n t  AS 0 6 . 0 5 . 3 8 0 ( c ) ,  

0 6 , 0 5 . 5 0 0 ,  and AS 0 6 . 2 5 . 0 6 0 ;  c u r r e n t  AS 0 6 . 0 5 . 5 1 0  seem s to  make i t  
o n ly  a m isdem eanor fo r  t h e  same v i o l a t i o n s ,  but a s i n g l e  c o n s i s t e n t  
p e n a l t y  i s  more a p p r o p r ia te  in  a l l  th e s e  c a s e s .  S u p e rsed es  c u r r e n t  
AS 0 6 . 0 5 . 3 8 0 ( c ) ,  0 6 . 0 5 . 5 0 0 ,  0 6 . 0 5 . 5 1 0 ,  AS 0 6 . 2 5 . 0 6 0 ,  0 6 . 2 5 . 0 7 0 ,  and 
AS 0 6 . 4 5 . 3 2 0 .

( d ) . Under th e  C r e d i t  Union A ct, t h i s  i s  c u r r e n t l y  a C la s s  A 
f e l o n y  (AS 0 6 . 4 5 . 3 3 0 ) .  The g e n e r a l  c r im in a l  law makes d e fr a u d in g  
c r e d i t o r s  a misdemeanor f o r  up t o  $500,  a C la s s  C f e l o n y  fo r  $500 
t o  $ 2 5 , 0 0 0 ,  and a C la s s  B f e lo n y  fo r  more than  $2 5 , 00 0  (AS 
1 1 . 4 6 . 7 3 0 ( c ) ) .  We have d e c id e d  t o  go w ith  t h e  C la s s  C f e lo n y  fo r  
t h e s e  c a s e s .  S u p e rsed es  AS 0 6 . 0 5 . 4 9 0  and AS 0 6 . 4 5 . 3 3 0 .

(e)  and ( f )  . For i n t e n t i o n a l  v i o l a t i o n s  o f  th e  code or  th e  
d e p a r tm e n t 's  o r d e r s ;  ta k en  from S e c u r i t i e s  A c t ,  AS 4 5 . 5 5 . 2 0 0 ( b ) .  
N ote t h a t  (e)  a l s o  a p p l i e s  t o  p e o p le  who c a u se  o t h e r s  t o  v i o l a t e  
t h e  code  or  departm ent o r d e r s .  A p erson  a s s e s s e d  an a d m i n i s t r a t i v e  
p e n a l t y  would have a r i g h t  t o  a h e a r in g  under AS 0 6 . 0 1 . 0 3 0 .  The 
d i f f e r e n t i a l  r a t e s  fo r  i n s t i t u t i o n s  as opposed  t o  i n d i v i d u a l s  i s  
common in  o t h e r  s t a t e s .  See FL and OR b e lo w . For p o in t  o f  
r e f e r e n c e ,  h e r e  i s  a summary o f  what some o t h e r  s t a t e s  a l lo w  f o r  
a d m i n i s t r a t i v e  f i n e s :

IN a l lo w s  up t o  $1 5 , 00 0  per v i o l a t i o n  ( s e c .  2 8 - 1 1 - 4 - 9 ) .
GA a l lo w s  $1000 per day per v i o l a t i o n ,  u n t i l  c o r r e c t e d  ( s e c .  7 - 1 -  

91) .
OR a l lo w s  $2500 p er  v i o l a t i o n  fo r  i n d i v i d u a l s ,  $50 , 000  f o r  

i n s t i t u t i o n s  ( s e c .  7 0 8 . 9 8 0 ) .
FL a l lo w s  $1 0 , 00 0  p er  day i f  th e  v i o l a t i o n  i s  due t o  

r e c k l e s s n e s s ;  and $5 0 , 0 0 0  per day f o r  i n d i v i d u a l s  and $5 00 , 000  per  
day f o r  i n s t i t u t i o n s  i f  th e  v i o l a t i o n  i s  i n t e n t i o n a l  ( s e c .  
6 5 5 . 0 4 1 ) .

By t h e  way, t h e  FDIC p e n a l t i e s  a r e  a l s o  v e r y  h ig h  —  $25 , 000  per  
day fo r  r e c k l e s s  a c t i o n s ,  up t o  $1 m i l l i o n  p er  day f o r  i n t e n t i o n a l  
v i o l a t i o n s  (12 CFR 3 0 8 . 1 1 6 ) .

(g) . For n o n - i n t e n t i o n a l  v i o l a t i o n s ,  ta k e n  from AS 
4 5 . 5 5 . 2 0 0 ( c ) ;  a l s o  a p p l i e s  t o  t h o s e  who c a u se  o t h e r s  t o  commit a 
v i o l a t i o n .

(h) . S u p e rsed es  AS 0 6 . 0 1 . 0 1 0 ( c )  and AS 0 6 . 0 5 . 5 0 5 .  T hese  
f i g u r e s  seem c o n s i s t e n t  w ith  t h o s e  used in  o th e r  s t a t e s .  However, 
f o r  l a t e  c a l l  r e p o r t s  t h e  FDIC u s e s  a s l i d i n g  s c a l e  b ased  on th e  
s i z e  o f  t h e  i n s t i t u t i o n  and w hether th e  c o n d u ct  i s  r e p e t i t i o u s ,  
c h a r g in g  from $100 to  $2000 per  day (12 CFR 3 0 8 . 1 3 2 ) .

( i ) . C u rren t AS 0 6 . 0 5 . 0 6 5 ( e ) .

S e c t io n  8 . T h is  i s  p a r t  o f  c u r r e n t  AS 0 6 . 0 1 . 0 3 0 ( d ) ,  w hich i s  moved 
b e c a u se  i t  d id  n o t  b e lo n g  as p a r t  o f  th e  s e c t i o n  on d ep a r tm en ta l  
o r d e r s .

S e c t io n  9. T h is  s e c t i o n  l i s t s  most o f  th e  d e p a r tm e n t 's  powers w ith

2



r e s p e c t  t o  banks. To th e  e x t e n t  th e  l i s t  r e f e r s  t o  powers 
c o n ta in e d  e ls e w h e r e  in  th e  c o d e , th e  r e f e r e n c e  h e r e  i s  u n n e ce ssa ry ,  
but i t  d o e s  o f f e r  a r e l a t i v e l y  com prehensive  laun dry  l i s t .  In 
a d d i t i o n ,  ( b ) (13) and (14) g i v e  th e  departm ent e s s e n t i a l l y  
u n l im i t e d  a u t h o r i t y  t o  i s s u e  o rd ers  t o  g e t  co m p lia n ce  w ith  th e  
c o d e .

C u rren t  AS 0 6 . 0 5 . 0 0 5 ( 3 )  has been r e p e a le d ;  n e i t h e r  th e  
dep artm en t nor t h e  banks c o u ld  d eterm in e  what i t  meant or what was 
i t s  p u r p o se .  Some c u r r e n t  s e c t i o n s  have been r e p e a le d  e ls e w h e r e  
and in c lu d e d  in  t h i s  s e c t i o n .  They are

( a ) ( 2 ) .  AS 0 6 . 0 5 . 0 7 0  i s  r e p e a le d ,  and h e r e  i t  s im p ly  s t a t e s  
t h a t  t h e  dep artm en t w i l l  p r o v id e  f o r  bank r e c o r d s  r e t e n t i o n  through  
r e g u l a t i o n s ..

( b ) ( 1 ) .  C urrent AS 0 6 . 0 5 . 0 3 0 ,  a lth o u g h  we have removed th e  
a u t h o r i t y  o f  th e  departm ent t o  r e l i e v e  a bank from th e  exam in ation  
f e e ;  t h i s  seem ed a p p r o p r ia te  g iv e n  t h a t  f e e s  f o r  s p e c i f i c  exams 
have  been r e p la c e d  w ith  an a ss e s sm e n t  sy s tem . See AS 0 6 . 0 1 . 0 1 0 ( d ) .

( b ) ( 6 ) .  C urrent AS 0 6 . 0 5 . 0 0 5 ( 2 ) .
( b ) (7)  . I n c lu d e s  c u r r e n t  AS 0 6 . 0 5 . 0 1 5 .  In (J) , we have added 

a u t h o r i t y  t o  r e q u ir e  lo a n  l o s s  r e s e r v e s  fo r  lo a n s  c l a s s i f i e d  as  
" d o u b t fu l ."  We a l s o  e l im in a t e d  r e f e r e n c e  t o  "FDIC" exams and 
s u b s t i t u t e d  " fe d e r a l"  exams, t o  in c lu d e  th e  F ed er a l  R eserve  Bank.

S e c t i o n  10 . Amended t o  make th e  r e p o r t in g  req u ire m en ts  a s  t o  
s i g n a t u r e s  c o n s i s t e n t  w ith  FDIC r eq u ire m en ts ,  s o  t h a t  th e  same 
r e p o r t s  can be used  by th e  banks f o r  both  s t a t e  and f e d e r a l  
a g e n c i e s .

S e c t i o n  11 . Here and in  S e c t io n  12 o f  th e  b i l l ,  r e f e r e n c e s  t o  s t a t e  
" ch a r ter"  have  been removed as  o b s o l e t e .  A l s o ,  we removed 
r e f e r e n c e  t o  " len d in g"  i n s t i t u t i o n s  t o  make t h e  ter m in o lo g y  
c o n s i s t e n t  w ith  t h a t  used  in  t h e  r e s t  o f  th e  c o d e .

S e c t io n  12 . Adds an exem ption  f o r  m ortgage lo a n s  e x i s t i n g  a t  th e  
t im e  o f  h i r e .  T h is  s e c t i o n  w i l l  no lo n g e r  d i s q u a l i f y  a person  from 
w orking  a s  a bank exam iner i f  t h e  p erson  has a home m ortgage loan  
w ith  a s t a t e  bank.

S e c t io n  13 . Amended t o  c l a r i f y  t h a t  a l l  a c t i o n s  o f  t h e  departm ent  
under t h i s  c h a p t e r ,  n o t  j u s t  th e  a d o p tio n  o f  r e g u l a t i o n s ,  are  
d e s ig n e d  t o  prom ote a sound banking sy stem .

S e c t i o n  14 . T hese  changes are  p r im a r i ly  s t y l i s t i c ,  t o  c l a r i f y  th e  
s e c t i o n ' s  m ean ing .

S e c t io n  15. Amended t c  p r o v id e  t h a t  th e  n o t i c e  o f  ch a rg es  fo r  new 
a c c o u n ts  n eed  o n ly  be p r o v id e d  where a c c o u n ts  a r e  opened; fo r  
exam ple, t h e r e  i s  no r ea so n  t o  r e q u ir e  t h i s  a t  a b a n k 's  automated  
t e l l e r  m achine (ATM).

We w i l l  a l s o  c l a r i f y  in  r e g u la t io n  t h a t  " c l e a r l y  p ost"  can 
i n c lu d e  u s i n g  pam phlets or  b r o c h u r e s ,  p ro v id ed  th e y  are e a s i l i  
a c c e s s i b l e  and t h e r e  i s  some n o t i c e  or s ig n  i n d i c a t i n g  t h e i r
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l o c a t i o n .

S e c t io n  16. The p h ra se  in  c u r r e n t  s t a t u t e ,  " th e  e x t e n t  n e c e s s a r y  t o  
m eet th e  n eed s  o f  c u s to m e r s ,"  m ight be in t e r p r e t e d  e i t h e r  t o  mean 
" to  meet e x i s t i n g  ord ers"  or "to meet a n t i c i p a t e d  demands." T h is  
ch an g e , p rop osed  by th e  banks, c l a r i f i e s  th e  m eaning.

S e c t i o n  17 . The r e p e a le d  language i s  a l l  c o n ta in e d  in  o th e r  
s u b s e c t i o n s  —  th e  t h r e e  day maximum c l o s u r e  i s  now c o n ta in e d  in
(e) ; t h e  branch bank v a r ia n c e  i s  now in  ( f )  . See S e c t io n  19, 
b e lo w .

S e c t i o n  18 . Many s t y l i s t i c  ch a n g es . We changed t h e  n o t i c e  
r eq u ire m en t  t o  be b e f o r e  c lo s u r e ,  i f  p o s s i b l e ,  and o t h e r w is e  a s  
soon  a s  p o s s i b l e  a f t e r  c l o s u r e .  Al s o ,  we removed th e  r eq u ire m en t  
t h a t  t h e  C o m p tro ller  o f  t h e  Currency be n o t i f i e d  o f  t h e s e  c l o s u r e s
— t h a t  i s  a m a tter  t h a t  sh ou ld  be l e f t  t o  t h e  c o m p tr o l le r  and 
f e d e r a l  r e g u l a t i o n .  F i n a l l y ,  a t  th e  s u g g e s t io n  o f  F i r s t  Bank, we 
c l a r i f i e d  t h e  f i n a l  s e n t e n c e  in  th e  s u b s e c t io n .

S e c t io n  19 . ( d ) . T h is  i s  new, t o  cover  th e  Key Bank "neighborhood
day" s i t u a t i o n .

( e ) . C u r r e n t ly  in  (a) . The th r e e  day maximum c lo s u r e  a p p l i e s  
n o t  o n ly  t o  h o l i d a y s ,  but a l s o  to  board d e c la r e d  c l o s u r e s ,  b u t i t  
d o e s  n o t  a p p ly  t o  branch banks o p e r a t in g  under a departm ent  
approved d i f f e r e n t  s c h e d u le .

( f ) .  C u r r e n t ly  th e  l a s t  s e n te n c e  in  ( a ) .

S e c t i o n s  20 & 21. At t h e  r e q u e s t  o f  th e  banks, we have changed t h i s  
s t a t u t e  t o  c l a r i f y  t h a t  bank r e c o r d s  need n o t  be r e l e a s e d  p u rsu an t  
t o  subpoena . Given t h a t  subpoenas can be o b ta in e d  r o u t i n e l y  from  
t h e  c o u r t  c l e r k  w ith o u t  j u d i c i a l  r e v ie w , t o  p e r m it  r e l e a s e  o f  th e  
i n f o  in  r e s p o n s e  t o  a subpoena would amount t o  an e l i m in a t i o n  o f  
any cu stom er c o n f i d e n t i a l i t y ,  and has r e s u l t e d  in  a huge burden on 
t h e  banks.

S e c t i o n  22 . T h is  i s  new, a l s o  a t  th e  r e q u e s t  o f  th e  banks. The 
c u r r e n t  c o s t  o f  r e sp o n d in g  t o  in fo r m a tio n  r e q u e s t s  i s  v e r y  h ig h ,  
and i t  i s  r e a s o n a b le  t o  p r o v id e  th e  banks w ith  reim bursem ent f o r  
t h e s e  c o s t s .

S e c t i o n  23 . F i r s t ,  t h e  s u b s e c t io n  i s  m o d if ie d  t o  ap p ly  t o  a l l  banks
— t h e  d i s t i n c t i o n  o f  "commercial" banks i s  m e a n in g le s s  in  A lask a  
law , and t h e r e  was no r e a so n  fo r  th e  e x c e p t io n  f o r  members o f  th e  
f e d e r a l  r e s e r v e  sy s te m . Second, th e  s u b s e c t io n  has a l s o  been  
changed t o  p r o v id e  t h a t  r e s e r v e  r eq u ire m en ts  w i l l  be s e t  by 
r e g u l a t i o n  be based  on t h e  b an k 's  l i q u i d i t y  n e e d s  (r a th e r  th an  as  
a means o f  p r o t e c t i n g  a g a i n s t  c a p i t a l  im p a ir m e n t) . There has been  
c o n f u s io n  in  th e  p a s t  o v er  th e  purpose o f  th e  r e s e r v e  r e q u ir e m e n ts .  
I t  sh o u ld  be n oted  t h a t  t h e  C om ptroller  s e t s  r e s e r v e  r e q u ir e m e n ts  
i n  f e d e r a l  law , but t h o s e  req u irem en ts  a r e  n o t  based  on a b a n k 's  
l i q u i d i t y  n e e d s ,  but r a th e r  as  a method t o  m a n ip u la te  t h e  su p p ly  o f
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money in  t h e  U. S.  F i n a l l y ,  we have changed " r e s e r v e s "  t o  " r eser v e  
fund" t o  a v o id  c o n fu s io n  w ith  lo an  l o s s  r e s e r v e s .

S e c t io n  2 4 . T h is  change w i l l  g i v e  th e  departm ent more d i s c r e t i o n  in  
r e g u l a t i n g  problem  banks. I f  a bank f a l l s  below  t h e  r e s e r v e  
r e q u ir e m e n t s ,  i t  w i l l  n o t  a u t o m a t ic a l ly  be p r o h ib i t e d  from making 
l o a n s  o r  p a y in g  d iv id e n d s  — t h a t  w i l l  be up t o  th e  d ep a rtm en t.

S e c t i o n  2 5 . T h is  a d o p ts  th e  g e n e r a l  le n d in g  l i m i t s  u sed  by th e  
O f f i c e  o f  t h e  C o m p tro ller  o f  t h e  Currency (OCC). The d e f i n i t i o n  o f  
" f u l l y  se cu re d "  w i l l  be put in  r e g u l a t i o n ,  p ro b a b ly  r e q u ir in g  
c o l l a t e r a l  e q u a l  t o  100% o f  loa n  b a la n c e .  The l i s t  o f  t r a n s a c t i o n s  
n o t  in c lu d e d  in  t h e s e  c a l c u l a t i o n s  i s  g e n e r a l l y  ta k en  from c u r r e n t  
s u b s e c t i o n  (b) , w ith  an a d d i t io n  in  (2) o f  lo a n s  c o l l a t e r a l i z e d  
w ith  a s s i g n e d  d e p o s i t  a c c o u n ts .  T h is  l i s t  i s  g e n e r a l l y  more 
l i b e r a l  th a n  OCC r e g u l a t i o n s ,  e x c e p t  f o r  th e  r eq u ire m en t  t h a t  
can n ery  p r o d u c ts  and p r o d u cts  in  t r a n s i t  be in s u r e d  t o  be exem pt.

S e c t i o n  26 . Amended t o  make lo a n s  u n c o n d i t i o n a l l y  g u a r a n te ed  by 
t h e  s t a t e ,  su ch  a s  AIDEA, a l s o  n o t  cou n t tow ard th e  lo a n s  t o  one  
borrow er l i m i t a t i o n s .

S e c t io n  2 7 . Expands th e  p r o h i b i t i o n  fo r  bank lo a n s  t o  in c lu d e  lo a n s  
c o l l a t e r a l i z e d  by s t o c k  o f  any o f  th e  b a n k 's  h o ld in g  com panies and 
t o  u n se c u r e d  lo a n s  used  t o  pu rchase  s t o c k  o f  e i t h e r  t h e  bank or i t s  
h o ld in g  co m p a n ies .  Adds an e x c e p t io n  t o  t h i s  r u l e  f o r  s i t u a t i o n s  
o f  bank a c q u i s i t i o n s  or m ergers , w ith  departm en t a p p r o v a l .

S e c t io n  28 . (g) . New p r o v i s io n  a l lo w in g  t h e  departm en t t o  adopt
r e g u l a t i o n s  d e f i n i n g  when a lo a n  made in  t h e  name o f  one p e r so n  or  
e n t i t y  w i l l  be a t t r i b u t e d  t o  a n o th er  f o r  p u rp o se s  o f  c a l c u l a t i n g  
t h e  l e n d in g  l i m i t s  in  t h i s  s e c t i o n .  T h is  i s  ta k en  from th e  
recom m endations o f  M ontana's a d v is o r y  com m ittee  t h a t  r e v ie w e d  t h a t  
s t a t e ' s  ban k in g  c o d e .

(h) . New s u b s e c t io n  t o  a l lo w  t h e  departm en t t o  r e s t r i c t  lo a n s  
o f  c e r t a i n  c l a s s e s ,  based  on th e  ty p e  o f  s e c u r i t y  (condominium  
l o a n s ,  f o r  e x a m p le ) .  I t  i s  n o t  a n t i c i p a t e d  a t  t h i s  t im e  t h a t  t h i s  
s e c t i o n  w i l l  be u se d ,  but th e  departm ent n eed s  t h i s  a u t h o r i t y ,  
p a r t i c u l a r l y  i f  a n o th er  bank c r i s i s  were t o  a r i s e .

S e c t io n  2 9 .  (a) . Combines e x i s t i n g  (a) , (c) , and (d) . S p e c i f i c
l o a n - t o - v a l u e  (LTV) and term r e s t r i c t i o n s  have been e l im in a t e d  and 
r e p la c e d  w i t h  a req u irem en t t h a t  r e a l  e s t a t e  lo a n s  be made 
c o n s i s t e n t  w ith  sound bank p o l i c i e s .  A l s o ,  th e  s e c t i o n ' s  
a p p l i c a t i o n  i s  expanded t o  ap p ly  t o  a l l  lo a n s  where t h e  primary  
s e c u r i t y  f o r  th e  lo a n  i s  r e a l  e s t a t e ,  n o t  j u s t  t h o s e  on improved  
r e a l  e s t a t e ;  t h u s ,  c u r r e n t  (e) and ( f )  were e l im in a t e d  a lo n g  w ith  
AS 0 6 . 0 5 . 2 0 6  and AS 0 6 . 0 5 . 2 1 1 .  E x i s t i n g  (g) has been e l i m in a t e d  a s  
o b s o l e t e .

(b) . From c u r r e n t  s u b s e c t io n  (b) ; changed t o  a p p ly  to  a l l  
j u n io r  l i e n s ,  n o t  j u s t  s e c o n d s .



S e c t i o n  3 0 . S e v e r a l  changes a r e  p rop osed  t o  t h i s  s u b s e c t io n .  
F i r s t ,  we c l a r i f y  t h a t  a l l  normal le n d in g  r e s t r i c t i o n s  ap p ly  t o  
l o a n s  t o  d i r e c t o r s ,  o f f i c e r s  and bank em p lo y ees , in  a d d i t io n  t o  th e  
s p e c i f i c  l i m i t a t i o n s  o f  t h i s  s e c t i o n .  Second, d i r e c t o r s  a re  added 
t o  t h o s e  s u b j e c t  t o  t h i s  s e c t i o n .  T h ird , th e  t h r e s h o l d  f o r  
a p p l i c a t i o n  o f  th e  s e c t i o n  i s  r a i s e d  t o  $10 0 , 00 0  in  t h e  a g g r e g a te ,  
and up t o  $ 2 5 0 , 0 0 0  f o r  p e r so n a l  primary r e s i d e n c e s  o f  d i r e c t o r s ,  
o f f i c e r s  and e m p lo y ee s .  We have a l s o  r e p e a le d  t h e  f i n a l  s e n t e n c e ,  
s i n c e  lo a n s  a r e  d e f in e d  in  AS 0 6 . 0 5 . 5 4 0  t o  in c lu d e  o v e r d r a f t s ,  
making t h i s  s e n t e n c e  u n n e c e s s a r y .

There h as  been some c o n f u s io n  in  t h e  p a s t  w h eth er  a b a n k 's  
board o f  d i r e c t o r s  c o u ld  a c t  through  a com m ittee  f o r  t h e  ap p ro va l  
o f  t h e s e  l o a n s .  AS 1 0 . 0 6 . 4 6 8 ,  in c o r p o r a te d  under t h i s  a c t ,  would  
a l lo w  t h i s ,  e x c e p t  f o r  lo a n s  t o  d i r e c t o r s  which would s t i l l  r e q u ir e  
f u l l  board a p p r o v a l .

S e c t io n  3 1 . T h is  s u b s e c t io n  has been amended t o  remove s p e c i f i c  LTV 
and term r e s t r i c t i o n s ,  and make t h e s e  lo a n s  g e n e r a l l y  s u b j e c t  t o  
t h e  same r e s t r i c t i o n s  a s  a l l  r e a l  e s t a t e  lo a n s  under AS 0 6 . 0 5 . 2 0 7 .

S e c t i o n  32 . Changed t o  make t h i s  m erely  a p r o h i b i t i o n ;  p e n a l t i e s  
are  p r o v id e d  in  AS 0 6 . 0 1 . 0 3 5  f o r  a l l  v i o l a t i o n s  o f  th e  co d e ,  
i n c lu d in g  t h i s  s e c t i o n .

S e c t io n  3 3 .  T h is  s e c t i o n  has been c o n fu s in g  and somewhat 
c o n t r o v e r s i a l  in  t h e  p a s t .  We have r e w r i t t e n  i t  t o  make s e n s e .  
The s ta n d a r d  ad op ted  h ere  -  know ingly  or  w ith  g r o s s  n e g l ig e n c e  -  i s  
s t r o n g l y  su p p o r te d  by th e  banks, b eca u se  th e y  f e e l  t h a t  a s im p le  
n e g l ig e n c e  s ta n d a r d  m ight d is c o u r a g e  p e o p le  from becom ing bank 
d i r e c t o r s .

S e c t i o n  3 4 . T h is  s e c t i o n  p rob ab ly  c o u ld  be r e p e a le d ,  s i n c e  f e d e r a l  
law a r g u a b ly  preem pts t h e  s t a t e  law. (We have r e p e a le d  AS 
0 6 . 0 5 . 2 2 0  f o r  t h i s  r e a s o n . )  However, f o r  c l a r i t y ,  t h i s  s e c t i o n  i s  
l e f t  i n .  The r e f e r e n c e  t o  AS 0 6 . 0 5 . 2 2 0  has been changed t o  r e f e r  
d i r e c t l y  t o  t h e  a p p l i c a b l e  f e d e r a l  s t a t u t e .

S e c t io n  35 . The s e c t i o n  c u r r e n t ly  i s  i n c o r r e c t  in  i t s  r e f e r e n c e  t o  
" r e a l  e s t a t e , "  s i n c e  i t  a c t u a l l y  a p p l i e s  t o  both r e a l  and p e r s o n a l  
p r o p e r ty ,  s o  t h i s  h as  been f i x e d .  A ls o ,  th e  s e c t i o n  has been  
broadened in  s e v e r a l  r e s p e c t s ,  t o  a l lo w  a bank t o  h o ld

1) p r o p e r ty  u sed  f o r  p rom otion a l p u r p o se s ,  su ch  a s  a b o a t;  o f  
c o u r s e ,  any a s s e t  so  h e ld  w i l l  have t o  be used  e x c l u s i v e l y  f o r  bank 
p u r p o se s ;

2) a b u i l d i n g  in  which bank o f f i c e s  a r e  l o c a t e d ,  even  i f  o n ly  
a p o r t io n  o f  t h e  b u i ld in g  i s  u sed  fo r  t h e  bank ( t h i s  i s  a lr e a d y  
b e in g  done by s e v e r a l  A laska banks, a rg u a b ly  in  v i o l a t i o n  o f  
p r e s e n t  l a w ) ; and

3) r e a l  e s t a t e  f o r  fu tu r e  e x p a n s io n ,  s u b j e c t  t o  p r io r  
departm ent a p p r o v a l .

As f o r  t h e  r e f e r e n c e  t o  bank b u i ld in g  c o r p o r a t io n s ,  t h e s e  are  
now c o v er ed  under th e  s e c t i o n  r e l a t i n g  t o  s u b s i d i a r i e s ,  AS



0 6 . 0 5 . 2 7 2 .

S e c t io n  37 . Conforming amendment, s i n c e  p r o v i s i o n s  r e l a t i n g  t o  o u t -  
o f - s t a t e  bank h o ld in g  com panies (BHC's) have been moved t o  new AS 
0 6 . 0 5 . 5 7 0 .

S e c t io n  38 . We have added a p e r m it t in g  sy stem  fo r  a l l  bank h o ld in g  
com panies t h a t  w ish  t o  purchase  a bank or bank h o ld in g  company 
d o in g  b u s i n e s s  in  A la sk a .

S e c t i o n  39 . Conforming amendment.

S e c t io n  4 0 . New s u b s e c t io n ,  taken  from c u r r e n t  3 AAC 0 2 . 9 1 0 ( b ) .  
T h is  p r o v id e s  f o r  an exem ption t o  th e  normal r u l e s  a p p l i c a b l e  t o  
BHC's, and i t  i s  more a p p r o p r ia te  fo r  th e  exem ption  t o  be in  
s t a t u t e ,  r a t h e r  than  r e g u la t io n .

S e c t i o n  41 . T e c h n ic a l  changes t o  make i t  c l e a r l y  c o n s i s t e n t  w ith  AS 
0 6 . 0 5 . 2 0 5 .

S e c t i o n  4 2 . T e c h n ic a l  changes t o  make th e  langu age  c o n s i s t e n t  w ith  
AS 0 6 . 0 5 . 2 3 0 .

S e c t i o n  4 3 . There are  s e v e r a l  proposed  changes t o  t h i s  s e c t i o n .  
The amendments add an exem ption from borrow ing  l i m i t s  f o r  
r e p u r c h a se  agreem en ts;  r a i s e  borrowing l i m i t s  w i th o u t  n e c e s s a r y  
d epartm en t ap p ro va l from 100% o f  c a p i t a l  and 50% o f  s u r p lu s  t o  15% 
o f  a s s e t s  —  t h i s  w i l l  be an a p p ro x im a te ly  50% in c r e a s e  in  th e  
l i m i t  f o r  m ost banks ( t h i s  new s ta n d a r d , 15% o f  a s s e t s ,  i s  
c u r r e n t l y  u se d  in  t h e  Mutual S a v in g s  Bank A ct ,  AS 0 6 . 1 5 . 1 8 0 ( 2 ) ) ;  
remove a redundancy r e g a r d in g  borrow ings approved by th e  
dep artm en t;  and f i n a l l y ,  th e  a d j e c t i v e  "unimpaired" i s  m e a n in g le s s  
and c o n f u s in g ,  and i s  t h e r e f o r e  removed.

S e c t i o n  4 4 . In  ( 2 ) ,  th e  change c l a r i f i e s  t h a t  when a bank p le d g e s  
p r o p e r ty  f o r  a m ortgage, th e  p led g ed  p r o p e r ty  must be t h e  s u b j e c t  
o f  t h e  p u rch a se  t r a n s a c t io n .  A lso  adds a new paragraph (3) , as  
s u g g e s t e d  by s e v e r a l  banks, t o  p erm it a bank t o  p le d g e  a s s e t s  t o  a 
f e d e r a l  r a s e r v e  bank or a f e d e r a l  home loan  bank. T h is  language  
was ta k en  from WY, s e c .  1 3 - 3 - 2 0 3 .  (However, such borrow in g s w i l l  
s t i l l  be s u b j e c t  t o  l i m i t a t i o n s  o f  AS 0 6 . 0 5 . 2 5 5 . )

S e c t i o n  45 . T h is  i s  c u r r e n t  AS 0 6 . 0 5 . 4 8 5 .  The seco n d  s e n t e n c e  was 
added t o  c l a r i f y  t h a t  t h i s  s e c t i o n  d oes  n o t  p r o h i b i t  a bank from 
i s s u i n g  w arran ty  d eed s .

S e c t i o n  *6. T h is  b i l l  r e p e a l s  th e  l i s t  o f  s p e c i f i c  p e r m i s s i b l e  bank 
in v e s tm e n ts  in  s t a t u t e .  These s p e c i f i c  in v e s tm e n t s ,  a s  w e l l  as  
o t h e r s  t h a t  may be a p p r o p r ia te ,  w i l l  now be s e t  o u t  in  th e  
r e g u l a t i o n s .  T h is  i s  im p o rtan t , b eca u se  new in v e s tm en t

S e c t i o n  3 6 .  C o n f o r m i n g  a m e n d m e n t  o n l y .

7



o p p o r t u n i t i e s  seem t o  come up f r e q u e n t ly ,  and r e q u ir in g  t h e  
d ep artm en t t o  g e t  l e g i s l a t i o n  p a ssed  each t im e  has proven  
burdensome and u n p r e d ic t a b le .

S e c t i o n  4 7 .  (a) . Adds a p r o v i s io n  t o  p erm it  banks t o  have
s u b s i d i a r i e s ,  in  most c a s e s  s u b j e c t  t o  departm ent a p p r o v a l .  The 
d ep a r tm en t in te n d s  t o  approve l im i t e d  u n d e r w r it in g  a c t i v i t i e s ,  
p r o b a b ly  on a c a s e - b y - c a s e  b a s i s .  " S u b sid iary"  i s  d e f in e d  in  AS 
0 6 . 0 5 . 5 4 0  t o  be c o r p o r a t io n  more than 50% owned by t h e  bank.

(b) . S e t s  a l i m i t  on t h e  amount a bank may i n v e s t  in  
s u b s i d i a r i e s ,  and c l a r i f i e s  t h a t  a bank may n ot u se  i t s  le n d in g  
a u t h o r i t y  t o  a v o id  th e  in v e s tm en t  l i m i t s .

( c ) . Makes i t  c l e a r  t h a t  s u b s i d i a r i e s  are  s u b j e c t  t o  
e x a m in a t io n .

S e c t i o n  4 8 .  C l a r i f i e s  t h a t  t h e s e  are  a l t e r n a t i v e  r e q u ir e m e n ts .

S e c t i o n  4 9 .  P r o h ib i t s  a s o - c a l l e d  "nonbank bank" -  s i m i l a r  t o  WY 
s e c .  1 3 - 9 - 3 0 2 .

S e c t i o n  50 . ( a ) . Makes th e  A laska C o rp o ra t io n s  Code a p p l i c a b l e  t o
ban k s .

(b) . S e c t i o n s  o f  t h e  C o rp o ra tio n s  Code t h a t  a r e  i n a p p l i c a b l e  
t o  banks a r e  a s  f o l lo w s :

AS 1 0 . 0 6 . 0 1 0 ( 4 - 8 ) .  G eneral c o r p o r a te  pov/ers, s p e c i f i c a l l y  
l i m i t e d  h e r e  and e ls e w h e r e  f o r  banks.

AS 1 0 . 0 6 . 1 0 5 ( a ) .  R eq u ires  a c o r p o r a t io n  t o  have " i n c . , "  l t d . "  
e t c .  in  i t s  name.

AS 1 0 . 0 6 . 3 2 5 ,  1 0 . 0 6 . 3 8 5  -  1 0 . 0 6 . 3 8 8 ,  6 1 0 . 0 6 . 4 2 0 ( i ) . Deal w ith  
red em p tio n  o f  s h a r e s ;  T h is  r e v i s e d  banking code s e t s  up s p e c i f i c  
p r o v i s i o n s  f o r  s t o c k  redem ption  in  AS 0 6 . 0 5 . 3 2 0 .

AS 1 0 . 0 6 . 3 5 6 .  P erm its  sh a r e s  t o  be h e ld  by n om in ees . T h is  i s  
i n c o n s i s t e n t  w ith  th e  p h i lo s o p h y  behind AS 0 6 . 0 5 . 4 5 0 ,  t h a t  a l l  
s h a r e h o ld e r s  and t h e  departm ent have a r i g h t  t o  know a l l  
s h a r e h o ld e r s  o f  a bank.

AS 1 0 . 0 6 . 3 5 8  -  1 0 . 0 6 . 3 6 0 .  D iv id e n d s;  c o v er ed  by AS 0 6 . 0 5 . 4 4 0  -  
0 6 . 0 5 . 4 4 5 .

AS 1 0 . 0 6 . 3 7 0 .  S p e c i f i c a l l y  a p p l i e s  o n ly  t o  r e g u la t e d  
in v e s tm e n t  com p anies .

AS 1 0 . 0 6 . 4 3 0 .  P r o v id e s  t h a t  t h e  "books and r e c o r d s  o f  account"  
o f  a c o r p o r a t io n  must be a v a i l a b l e  fo r  in s p e c t i o n  by s h a r e h o ld e r s .  
To a v o id  anyone m i s i n t e r p r e t in g  t h e  code t o  a l lo w  a s h a r e h o ld e r  t o  
s e e  a bank e x a m in a t io n ,  t h i s  was e x c lu d e d .

AS 1 0 . 0 6 . 4 5 3 .  P r o v id e s  t h a t  t h e  number o f  d i r e c t o r s  may be one  
or more, and i f  n o t  d e s ig n a t e d ,  t h r e e .  C urrent banking code (AS 
0 6 . 0 5 . 4 3 5 )  r e q u ir e s  a t  l e a s t  f i v e  d i r e c t o r s ,  and we have r e t a in e d  
t h a t  in  t h i s  r e c o d i f i c a t i o n .

AS 1 0 . 0 6 . 4 6 0 ( b ) .  R e s t r i c t s  r e a so n s  a d i r e c t o r  may be removed. 
We have  p r o v id e d  f o r  rem oval o f  bank d i r e c t o r s  by t h e  d ep artm en t.

AS 1 0 . 0 6 . 4 8 5 .  Loans t o  d i r e c t o r s ,  o f f i c e r s  and em p loy ees;  
a lr e a d y  c o v e r e d  in  AS 0 6 . 0 5 . 2 1 0 .

AS 1 0 . 0 6 . 5 2 2  -  1 0 . 0 6 . 5 2 6 .  R e o r g a n iz a t io n  o f  c o r p o r a t io n s  in



b an k ru p tcy ; t h i s  i s  co v ered  f o r  banks under l i q u i d a t i o n  p r o v i s i o n s .
A r t i c l e  8 (AS 1 0 . 0 6 . 5 3 0  -  1 0 . 0 6 . 5 8 2 ) .  O rgan ic  change (m ergers,  

e t c ) .  T h ese  a re  co v ered  under AS 0 6 . 0 5 . 4 6 2 .
A r t i c l e  9 (AS 1 0 . 0 6 . 6 0 5  -  1 0 . 0 6 . 6 7 8 ) .  D i s s o l u t i o n ;  covered  

under t h e  l i q u i d a t i o n  a r t i c l e .
A r t i c l e  10 (AS 1 0 . 0 6 . 7 0 5  -  1 0 . 0 6 . 7 8 8 ) .  F o re ig n  c o r p o r a t io n s ;  

c o v e r e d  under new a r t i c l e  on i n t e r s t a t e  and i n t e r n a t i o n a l  banking.
A r t i c l e  11 (AS 1 0 . 0 6 . 8 0 5  -  1 0 . 0 6 . 8 6 8 ) .  B ie n n ia l  r e p o r t s  and 

c o r p o r a te  t a x .  Banks pay an a sse s sm e n t  under AS 0 6 . 0 1 . 0 1 0  and are  
s u b j e c t  t o  annual e x a m in a t io n  and fr e q u e n t  r e p o r t in g  r eq u ir e m e n ts .

AS 1 0 . 0 6 . 8 6 3 .  Appeal o f  f o r e ig n  c o r p o r a t io n  t o  S u p e r io r  Court
f o r  r e v o c a t i o n  o f  c e r t i f i c a t e  o f  a u t h o r i t y ;  a l l  a p p ea l  p r o c e s s e s
f o r  banks w i l l  be han d led  under AS 0 6 . 0 1 .

AS 1 0 . 0 6 . 8 6 5  & 1 0 . 0 6 . 9 1 5 .  Appeal t o  com m iss ion er  f o r  r e f u s a l  
or c a n c e l l a t i o n  o f  c e r t i f i c a t e  o f  a u t h o r i t y ;  a l l  a p p ea l  p r o c e s s e s  
f o r  banks w i l l  be han d led  under AS 0 6 . 0 1 .

AS 1 0 . 0 6 . 9 6 0 .  A p p l ie s  o n ly  t o  n a t iv e  c o r p s .
AS 1 0 . 0 6 . 9 9 0 ( 3 0 )  & ( 3 6 ) .  D e f i n i t i o n s  fo r  "paid  in  c a p i t a l"  and 

" r e ta in e d  e a r n in g s " ;  we have p rov id ed  d e f i n i t i o n s  f o r  a l l  a s p e c t s  
o f  a b a n k 's  c a p i t a l  a c c o u n ts  in  AS 0 6 . 0 5 . 5 4 0 .

S e c t i o n  5 1 . ( a ) . R a is e s  minimum c a p i t a l  r eq u ire m en ts  t o  $2 m i l l i o n  
f o r  banks in  Anchorage and F a irban ks, $1 m i l l i o n  f o r  o th e r  
com m u n ities  ( t o  a l lo w  p o s s i b l e  fo rm ation  o f  sm a l l  community b a n k s ) . 
However, t h i s  c l a r i f i e s  t h a t  t h e s e  are  a b s o lu t e  minimums, and t h a t  
t h e  a c t u a l  r e q u ir e m e n ts  w i l l  be s e t  in  each c a s e  by th e  departm ent.  
(At p r e s e n t ,  a l l  A lask a  banks have c a p i t a l  amounts f a r  g r e a t e r  than  
t h e s e  minimums.)

(b) . To th e  e x t e n t  t h i s  may be in t e r p r e t e d  a s  i n c o n s i s t e n t  
w ith  AS 0 6 . 0 5 . 3 2 0 ,  we have amended t h a t  s e c t i o n  t o  a l lo w  s to c k  
r ed em p tio n s  i f  approved by th e  departm ent. O th e rw ise ,  t e c h n i c a l  
amendments o n ly .

( c ) . T e c h n ic a l  amendments o n ly .

S e c t i o n  52 . P r e s e n t  AS 0 6 . 0 5 . 3 1 0  p r o v id e s  f o r  an a sse s sm e n t  o f  
s h a r e h o ld e r s  p ro ced u re  t h a t  th e  departm ent may p u r p o r te d ly  order  
when a b a n k 's  c a p i t a l  i s  im paired . S in c e  t h i s  p r o c e s s  i s  
e s s e n t i a l l y  u n e n fo r c e a b le  and, in  our e x p e r ie n c e ,  u n re a so n a b le ,  
t h i s  a s s e s s m e n t  p ro ced u re  i s  r e p e a le d  h ere  and r e p la c e d  w ith  a 
s im p le  p r o c e s s  f o r  th e  departm ent to  ord er  a bank t o  in c r e a s e  
c a p i t a l ,  in  w h atever  manner t h e  bank c h o o s e s .  T h is  new s e c t i o n  i s  
ta k e n  from In d ia n a  ( s e c .  2 8 - 1 3 - 4 - 7 ) .

S e c t i o n  53 . Changed t o  p erm it bank s t o c k  red em p tion s w ith  
d e p a r tm e n ta l  a p p r o v a l .

S e c t i o n  54 . Changed t o  r e q u ir e  p r io r  departm ent a p p ro v a l b e fo r e  any 
s i g n i f i c a n t  change in  bank ow nership  or b e f o r e  a change in  bank 
c o n t r o l .

S e c t i o n  55 . C l a r i f i e d  t o  e n su re  th a t  a l l  s t o c k  s a l e s  a re  s u b j e c t  t o  
t h i s  r e q u ir e m e n t ,  n o t  j u s t  t h o s e  a t  th e  c o r p o r a te  fo rm a tio n  s t a g e .
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[N ote  t o  R e v iso r :  P le a s e  amend s e c t i o n  t i t l e  a c c o r d i n g l y . ]

S e c t io n  56 . P r e s e n t  AS 0 6 . 0 5 . 3 4 5  i s  s p l i t ;  new AS 0 6 . 0 5 . 3 4 4  d e a l s  
w ith  th e  a p p l i c a t i o n  fo r  app rova l p r o c e s s ,  w h i l e  AS 0 6 . 0 5 . 3 4 5  
r e t a i n s  t h e  p r o v i s i o n s  r e l a t i n g  t o  a r t i ' l e s  o f  i n c o r p o r a t io n .

( a ) .  C urrent AS 0 6 . 0 5 . 3 4 5 ( c ) .  C l a r i f i e s  t h a t  p r io r  app rova l  
o f  d i r e c t o r  f o r  bank p la n  i s  r e q u ir e d  b e f o r e  a r t i c l e s  o f  
in c o r p o r a t io n  w i l l  be i s s u e d .  A lso  e l i m i n a t e s  r eq u ire m en t  fo r  
t r i p l i c a t e  f i l i n g  o f  a r t i c l e s  ( a l s o  changed in  ( h ) ) .

( b ) . C urrent AS 0 6 . 0 5 . 3 4 5 ( d ) .  The amount t h a t  an a p p l ic a n t
m ust subm it t o  t h e  departm ent has been doubled  t o  $2000;  t h i s  w i l l  
a f f o r d  t h e  departm ent a b i t  more p r o t e c t i o n ,  a s s u r in g  a b e t t e r  
ch an ce  o f  repaym ent o f  i t s  c o s t s .  Currant amounts ch arg ed  have  
been  in  s t a t u t e  a t  l e a s t  s i n c e  1978 and need r a i s i n g .  By way o f  
com p arison , OR c h a r g e s  a n o n -r e fu n d a b le  $2500 ( s e c .  7 0 7 . 0 7 0 ) .

( c ) . C urrent AS 0 6 . 0 5 . 3 4 5 ( e ) .
(d) . C urrent AS 0 6 . 0 5 . 3 4 5 ( f ) .
( e ) . C urrent AS 0 6 . 0 5 . 3 4 5 ( g ) .
( f )  . C urrent AS 0 6 . 0 5 . 3 4 5 ( h ) .  Change t o  (4) i s  d e s ig n e d  t o

c l a r i f y  t h a t  th e  c a p i t a l  r eq u irem en ts  are  t h o s e  s e t  by th e
d ep artm en t. O th e rw ise ,  one t e c h n i c a l  change , and one o t h e r  change  
t o  n o t  d u p l i c a t e  t h e  C o rp ora tion s  Code.

( g ) . C urrent AS 0 6 . 0 5 . 3 4 5 ( i ) .
( h ) . C urrent AS 0 6 . 0 5 . 3 4 5 ( j ) .

S e c t io n  57 . Changed t o  in c o r p o r a te  th e  C o r p o r a t io n s  Code, and then  
e l i m i n a t e s  r eq u ire m en ts  a lr e a d y  cov ered  by th a t  c o d e .  A ls o ,  (2) i s  
c l a r i f i e d  t o  make su r e  t h a t  n o -p ar  s t o c k  i s  not a l lo w e d ,  and (3) i s
c l a r i f i e d  t o  a l lo w  a r t i c l e s  t o  sa y  "5 t o  25" d i r e c t o r s ,  i n s t e a d  o f
g i v i n g  a s p e c i f i c  number.

S e c t io n  58 . A llo w s amendment o f  a r t i c l e s  by a m a jo r i t y  o f  
s h a r e h o ld e r s ,  or more — t h i s  i s  c o n s i s t e n t  w ith  t h e  C o r p o r a t io n s  
Code, AS 1 0 . 0 6 . 5 0 4  -  1 0 . 0 6 . 5 0 8 .  As f o r  f i l i n g  amendments to
a r t i c l e s ,  t h e s e  w i l l  be done in  th e  manner p r o v id e d  in  th e  
C o r p o r a t io n s  Code.

S e c t io n  59 . Amended t o  c l a r i f y  t h a t  c e r t i f i c a t e  o f  in c o r p o r a t io n  
comes f i r s t ,  c e r t i f i c a t e  o f  a u t h o r i t y  l a t e r .  I n c o r p o r a t io n  a l lo w s  
a bank c o r p o r a t io n  t o  s e t  up a f a c i l i t y  and g e t  s u b s c r i p t i o n s  p a id  
i n ,  but n o t  t o  do any banking b u s in e s s .  AS 0 6 . 0 5 . 3 9 5  has been  
merged w ith  t h i s  s u b s e c t io n .

S e c t io n  6 0 . ( b ) ( 1 ) .  T h is  i s  t h e  same a s  AS 0 6 . 0 5 . 3 8 0 ( b ) ;  th e  l a t t e r  
h a s  been r e p e a le d .  A ls o ,  th e  departm ent d o es  n o t  r e q u ir e  a bank to  
c a r r y  a s p e c i f i c  amount fo r  u n d iv id ed  p r o f i t s ,  so  t h a t  has been 
removed.

C urrent ( b ) ( 4 ) .  T h is  i s  r e p e a le d  b eca u se  we w i l l  no lo n g e r  be 
r e q u ir in g  FDIC in su r a n c e  in  a l l  c a s e s .  See S e c t io n  62.

S e c t i o n  6 1 .  C u r r e n t  a S 0 6 . 0 5 . 4 8 0 .



S e c t i o n  62. Changed t o  make FDIC in s u r a n c e  o p t i o n a l ,  a t  th e
d e p a r tm e n t 's  d i s c r e t i o n .  T h is  i s  p r im a r i ly  d e s ig n e d  t o  a l lo w  fo r
t h e  fo rm a tio n  o f  s m a l l  community banks, and t o  a l lo w  o t h e r  banks t o  
u s e  a l t e r n a t i v e  in s u r a n c e  i f  i t  becomes a v a i l a b l e .  [N ote t o  
R e v is o r :  P le a s e  c o r r e c t  t i t l e  t o  t h i s  s e c t i o n . ]

S e c t i o n  63 . Conforming amendment.

S e c t io n  64 . ( a ) . Most o f  t h e  r eq u ire m en ts  o f  t h i s  s e c t i o n  t h a t  are
d e l e t e d  a r e  c o v e r e d  in  t h e  C o rp o r a t io n s  Code, p a r t i c u l a r l y  AS
1 0 . 0 6 . 2 2 3 .

( b ) . P r o v id e s  t h a t  t h e  e x e c u t iv e  o f f i c e s  o f  t h e  bank must be 
d e s ig n a t e d  in  t h e  a r t i c l e s  or b y law s , and a c u r r e n t  copy o f  th e  
b ylaw s must be k e p t  on f i l e  w ith  t h e  d ep a r tm en t. We a re  
e l i m i n a t i n g  any d e f i n i t i o n  o f  e x e c u t iv e  or  managing o f f i c e r s  from 
t h e  co d e .

S e c t i o n  65 . T hese  a r e  a lm o st  a l l  t e c h n i c a l  c h a n g e s ,  e x c e p t  f o r
( f ) ( 3 ) ,  which i s  e l im in a t e d  b eca u se  we a r e  e l i m i n a t i n g  th e  
r eq u ire m en t  f o r  FDIC in s u r a n c e .  As f o r  (a) , t h e  amounts have buen  
r a i s e d  f o r  p r o c e s s i n g  an a p p l i c a t io n  — s e e  comments t o  new AS 
0 6 . 0 5 . 3 4 4  in  s e c t i o n  56 o f  th e  b i l l .  The d e f i n i t i o n  f o r  "m obile  
f a c i l i t y  branch bank" i s  taken  from 3 AAC 0 2 . 9 1 0 ( a ) ( 5 ) .

S e c t io n  66. ATM's w i l l  no lo n g e r  be s u b j e c t  t o  g e n e r a l  branch in g  
la w s;  t h e r e  i s  no r e a so n  t h a t  th e  l e n g th y  a p p l i c a t i o n  p r o c e s s  fo r  
a branch sh o u ld  a p p ly  t o  a b an k 's  op en in g  o f  an ATM.

(a) . P er m its  banks t o  s e t  up w h o lly -ow n ed  ATM's in  bank 
o f f i c e s  w ith o u t  departm ent a p p ro v a l;  t h e s e  m ach ines may be 
e x c l u s i v e l y  fo r  u s e  o f  th e  b an k 's  c u s to m e rs .

( b ) . P erm its  a bank t o  e s t a b l i s h  a w h o lly -o w n ed  ATM o u t s id e  
t h e  bank w ith  p r i o r  a p p ro v a l  o f  th e  departm en t;  t h e s e  m ach ines must 
be made a v a i l a b l e  t o  o t h e r  banks.

(c) . S i m p l i f i e d  a p p l i c a t io n  p r o c e s s  f o r  ATM's t h a t  a r e  o f f  
bank p r e m is e s ,  g e n e r a l l y  taken  from Arkansas s e c .  2 3 - 3 2 - 1 3 0 4 .

(d) . P er m its  bank t o  i n v e s t  in  an ATM c o r p o r a t io n  ( l i k e  
O p t i o n s ) . T hese o p e r a t io n s  w i l l  n o t  be d i r e c t l y  r e g u la t e d  by th e  
d ep a rtm en t, a l th o u g h  t h e  in v e s tm e n ts  th e m s e lv e s  w i l l  s t i l l  be 
s u b j e c t  t o  s a f e t y  and sou n d n ess  c o n s i d e r a t io n s  upon e x a m in a t io n .

S e c t i o n  67 . R ep ea led  lan gu age  w i l l  p erm it s ta g g e r e d  term s f o r  bank 
d i r e c t o r s  l i k e  t h a t  p ro v id ed  in  th e  C o r p o r a t io n s  Code, AS 
1 0 . 0 6 . 4 5 5 .

S e c t i o n  68 . Added la n gu ag e  w i l l  a l lo w  t h e  q u a l i f y i n g  minimum amount 
o f  s t o c k  t h a t  a d i r e c t o r  must own t o  be j o i n t l y  h e ld ,  and w i l l  
a l lo w  t h e  departm en t t o  approve o th e r  s i t u a t i o n s  when a d i r e c t o r  
need  n o t  m eet th e  minimum ow nersh ip  r e q u ir e m e n ts ,  such a s  where th e  
bank i s  w h o lly  owned by a bank h o ld in g  company.

S e c t io n  69 . ( f ) .  From c u r r e n t  AS 0 6 . 0 5 . 4 3 7 ( b ) .
( g ) . New, t o  g i v e  departm ent a u t h o r i t y  t o  remove or  o b j e c t  t o
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c e r t a i n  p e r s o n s  a s  d i r e c t o r s .  Taken g e n e r a l ly  from FL and GA.

S e c t io n  7 0 . ( a ) .  R epea led  lan gu age  i s  cov ered  by AS 1 0 . 0 6 . 4 8 3 ( b ) .
Second s e n t e n c e  i s  amended t o  a l lo w  th e  board t o  p ic k  th e  b e s t  
p o s s i b l e  p e r so n  f o r  CEO o f  th e  bank, even i f  t h a t  p erso n  i s  n o t  on 
t h e  board; i f  th e  bank c h o o se s  a non-board member a s  CEO, t h a t
p e r so n  becom es an ex  o f f i c i o  member o f  t h e  board, t o  make su re
h e / s h e  i s  k e p t  aware o f  what th e  board i s  t h in k in g  and d o in g .

(b) . We moved t h e  req u irem en t to  r e p o r t  ch an ges  in  d i r e c t o r s  
t o  t h e  p r e v io u s  s e c t i o n ,  which d e a l s  s p e c i f i c a l l y  w ith  d i r e c t o r s .

S e c t i o n  7 1 . A lthou gh  t h e  departm ent cannot a c t u a l l y  ord er  t h a t  an 
em ployee  o f  a bank be f i r e d  —  t h a t  i s  th e  s o l e  r e s p o n s i b i l i t y  o f  
t h e  board —  t h i s  s u b s e c t io n  w i l l  a l lo w  th e  departm ent t o  
e s s e n t i a l l y  recommend an e m p lo y e e 's  rem oval, i f  n e c e s s a r y ;  i f  th e  
board r e f u s e s ,  t h e  d i r e c t o r s  r i s k  p e r so n a l  l i a b i l i t y  sh o u ld  damages 
o c cu r  t h e r e a f t e r  duQ t o  th e  f a u l t  o f  th e  em p loyee . T h is  change was 
recommended by th e  C on feren ce  o f  S t a t e  Bank S u p e r v is o r s  (CSBS).

S e c t io n  72 . Minor change t o  c l a r i f y  th a t  board m e e t in g s  are  h e ld  
f o r  many p u r p o s e s ,  n o t  j u s t  t o  i n v e s t i g a t e  th e  a f f a i r s  o f  th e  bank.

S e c t io n  7 3 . ( e ) . A llo w s  t e l e c o n f e r e n c e  board m e e t in g s ;  taken  from
t h e  C o r p o r a t io n s  Code, AS 1 0 . 0 6 . 4 7 5 ( a ) .

( f ) . P r e s e n t  AS 0 6 . 0 5 . 2 3 8 .

Se c t i o n  74 . C l a r i f i e s  t h a t  d iv id e n d  d i s t r i b u t i o n s  a r e  s u b j e c t  t o  
p o s s i b l e  r e s t r i c t i o n s  under AS 0 6 . 0 5 . 1 0 7 ( c ) .

S e c t i o n  7 5 . G e n e r a l ly  j u s t  t e c h n i c a l  ch a n g es;  c l a r i f i e s  t h a t  
r e q u ir e m e n ts  o f  t h i s  s e c t i o n  are  in  a d d i t io n  t o  t h o s e  in  AS
0 6 . 0 5 . 4 4 2 .

S e c t io n  7 6 . Changed t o  a l lo w  a bank, w ith  departm ent a p p ro v a l ,  t o  
c a r r y  a n e g a t i v e  b a la n c e  in  th e  u n d iv id ed  p r o f i t s  ( U. P . )  a c co u n t ,  
and p r o h i b i t s  d iv id e n d s  u n t i l  t h i s  n e g a t iv e  U.P.  a c co u n t  b a la n ce  i s  
r e p la c e d  and t h e  s u r p lu s  a cco u n t i s  f u l l y  r e s t o r e d .

S e c t i o n  77 . T h is  s e c t i o n  has been combined w ith  AS 0 6 . 0 5 . 4 4 3 .
( a ) .  C u r r e n t ly  th e  f i r s t  p a r t  o f  s e c .  443.
(b) ( 1 ) .  C urrent s e c .  443 (1) and (2 ) ;  t h e r e  was no rea son  fo r  

a o n e -y e a r  p r o v i s i o n  f o r  judgm ents, so  t h i s  was e l im in a t e d .  T h is  
i s  c o n s i s t e n t  w ith  d ep a rtm en ta l powers in  AS 0 6 . 0 5 . 0 0 5 ( b ) ( 8 ) ( K) .

( 2 ) .  C urrent s e c .  4 4 5 ( 1 ) ;  the  r e f e r e n c e  t o  "debt" i s  
changed t o  make i t  c l e a r  t h a t  t h i s  r e f e r s  t o  money owed t o  th e  
bank, n o t  by t h e  bank.

( 3 ) .  C urrent s e c .  4 4 5 ( 2 ) .
( 4 ) .  C urrent s e c .  4 4 3 ( 3 ) .
( 5 ) .  C urrent s e c .  4 4 5 ( 3 ) ;  under t h i s  p r o p o s a l ,  s to c k  may 

a l s o  be c a r r i e d  a t  m arket v a lu e ,  r a th e r  than par .
( 6 ) .  C urrent s e c .  4 4 3 ( 4 ) .
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S e c t i o n  7 8 . M odernized t o  a l lo w  f o r  th e  m ain ten an ce  o f  t h i s  record  
o f  s h a r e h o ld e r s  in  a form o th e r  than a book. A l s o ,  c l a r i f i e s  t h a t  
i n s p e c t i o n  o f  t h e  r e c o r d  i s  a v a i l a b l e  f o r  th e  d ep a rtm en t, w h ile  
s h a r e h o ld e r s  w i l l  have a c c e s s  t o  a l i s t  o f  c u r r e n t  s h a r e h o ld e r s .  
B e fo r e  each  ann ual m e e t in g , t h e  bank w i l l  a l s o  need t o  comply w ith  
AS 1 0 . 0 6 . 4 1 3 ,  w hich r e q u ir e s  p r e p a r a t io n  o f  a l i s t  o f  s h a r e h o ld e r s ,  
i n c lu d in g  nam es, a d d r e s s e s  and numbers o f  s h a r e s  owned.

S e c t i o n  79 -  8 1 . T e c h n ic a l  amendments o n ly .

S e c t io n  3 2 . AS 0 6 . 0 5 . 4 6 6  c u r r e n t ly  s e t  ou t a p roced u re  fo r  
d i s s o l u t i o n  o f  a bank b e fo r e  i s s u i n g  a c e r t i f i c a t e  o f  a u t h o r i t y .  
The p ro p o sed  r e v i s i o n s  t o  t h i s  s e c t i o n  r e t a i n  th e  same grounds fo r  
d i s s o l u t i o n  i n  t h e s e  s i t u a t i o n s ,  but p erm it such a d i s s o l u t i o n  to  
be e f f e c t e d  a s  w ith  any o th e r  c o r p o r a t io n  under t h e  C o rp o ra t io n s  
C ode.

S e c t io n  8 3 .  ( a ) . T h is  i s  g e n e r a l ly  ta k e n  from c u r r e n t  AS
0 6 . 0 5 . 4 7 0 ( a ) ,  a l th o u g h  i t  has been expanded t o  c l a r i f y  t h a t  th e  
d epartm en t may c l o s e  and ta k e  p o s s e s s io n  o f  a bank f o r  v i o l a t i o n s  
o f  t h e  b a n k in g  law s or o r d e rs  o f  th e  departm ent.

(b) -  (c )  . T h is  c l a r i f i e s  th e  p r o c e s s  f o r  bank, ta k e o v e r s  by 
t h e  d e p a r tm en t .  Under t h e  Supreme C o u r t 's  d e c i s i o n  in  Hoffman v .
S t a t e ,  __  P . 2d __ , No. 3845 (A laska  May 29,  1 9 9 2 ) ,  an o p p o r tu n ity
f o r  h e a r in g  must be p ro v id e d  t o  i n t e r e s t e d  p a r t i e s  b e f o r e  a bank 
may be l i q u i d a t e d  by s t a t e  or f e d e r a l  a u t h o r i t i e s .  S in c e ,  a s  a 
g e n e r a l  r u l e ,  i t  i s  in  th e  b e s t  i n t e r e s t  o f  t h e  p u b l ic  and 
d e p o s i t o r s  t o  m in im ize  th e  t im e  a bank i s  c lo s e d  when i t  i s  b e in g  
l i q u i d a t e d / t r a n s f e r r e d ,  th e  p roced u re  s e t  o u t  in  t h e s e  s u b s e c t io n s  
p r o v id e s  f o r  h e a r in g  a t  th e  t im e  th e  departm ent f i r s t  i d e n t i f i e s  
t h e  b a n k 's  problem s and c o n f r o n t s  th e  board w ith  them .

( d ) . T h is  i s  p r e s e n t  AS 0 6 . 0 5 . 4 7 0 ( d ) ;  how ever, we have reduced  
t h e  t im e  a l lo w e d  t o  r e q u e s t  a h e a r in g  t o  two d a y s ,  t o  e x p e d i t e  th e  
p r o c e s s  and enhance th e  ch an ces  t h a t  th e  bank w i l l  be reop en ed .

S e c t io n  8 4 . R ep ea led  langu age  i s  now c o n ta in e d  in  s e c .  4 6 8 ( c ) .

S e c t io n  85 . C l a r i f i e s  t h a t  t r a n s f e r s  in  a n t i c i p a t i o n  o f  departm ent  
t a k e o v e r  f o r  w h atever  r e a so n ,  n o t  j u s t  due t o  i n s o lv e n c y ,  are  
v o i d a b le .  New lan gu age  i s  ta k en  from c u r r e n t  AS 0 6 . ^ 5 . 4 9 5 ,  which  
i s  r e p e a l e d .

S e c t io n  86 .
AS 0 6 . 0 5 . 4 7 1 .  T h is  s e c t i o n  i s  e s s e n t i a l l y  j u s t  a 

r e c o d i f i c a t i o n  o f  c u r r e n t  AS 0 6 . 0 5 . 4 7 0 ( f ) ,  ( j )  ard ( k ) .
AS 0 6 . 0 5 . 4 7 2 .  R e c o d i f i c a t io n  o f  c u r r e n t  s e c .  4 70( 1 )  -  (n) . In

( a ) ( 1 )  and ( 2 ) ,  t h e  v a lu e s  were r a i s e d  from $ 1 0 , 0 0 0  t o  $10 0 , 0 0 0 ,  
b e c a u se  t h e  FDIC has com plained t h a t  th e  low er  amount r e q u ir e s  
f r e q u e n t ,  u n n e c e s s a r y  c o u r t  a p p e a r m c e s . In ( a ) ( 3 ) ,  a l s o  a t  th e  
r e q u e s t  o f  t h e  FDIC, t h e  p r o v i s io n  was changed t o  a l lo w  a r e c e i v e r  
t o  make p a r t i a l  d i s t r i b u t i o n s  b e fo r e  a f i n a l  a c c o u n t in g  i s  
p r ep a red .



AS 0 6 . 0 5 . 4 7 3 .  E x i s t in g  s e c .  4 7 0 ( j )  -  (y) , g e n e r a l l y  w ith  o n ly  
t e c h n i c a l  amendments.

( c ) . P r e s e n t  s e c .  470(p)  and 4 6 5 ( f ) ,  but m o d if ie d  t o  a l lo w  th e  
departm en t t o  tu r n  over  unclaim ed p r o p e r ty  and s a f e  d e p o s i t  box 
c o n t e n t s  t o  th e  Department o f  Revenue under t h e  Unclaim ed P ro p er ty  
A ct a t  t h e  c o n c lu s io n  o f  th e  l i q u i d a t i o n ,  r a th e r  than  h a v in g  t o  
h o ld  t h e  p r o p e r ty  f o r  f i v e  y e a r s .

(g) . C l a r i f i e s  t h a t  secu red  c la im s  based  on p le d g e d  a s s e t s  
under s e c .  260 f a l l  beh ind  th e  g e n e r a l  d e p o s i t o r  p r e f e r e n c e .

AS 0 6 . 0 5 . 4 7 4 .  C urrent s e c .  4 7 0 ( z ) .

S e c t i o n  87 . Many o f  t h e s e  d e f i n i t i o n s  are  ta k en  from t h e  e x i s t i n g  
c o d e .  Ones t h a t  have been changed, or  are  new, are

( 1 ) .  Taken from 3 AAC 9 1 0 ( a ) ( 1 ) .
(3) . Changed t o  make th e  d e f i n i t i o n  p r im a r i ly  f o c u s  on 

a c c e p t in g  d e p o s i t s  ( th e  f i r s t  p a r t  o f  th e  d e f i n i t i o n  was ta k e n  from 
OR and I D ) ; t h e  r e s t  o f  th e  s e c t i o n  was updated t o  remove a r c h a ic  
la n g u a g e .

(4) . Changed t o  ta k e  ou t i n t e r n a l  r e f e r e n c e s  t o  "branch" t h a t  
make th e  e x i s t i n g  d e f i n i t i o n  c i r c u i t o u s ,  and exem pts ATM's from th e  
d e f i n i t i o n .

(5) . A l l  a s p e c t s  o f  a bank's  c a p i t a l  a re  d e f in e d  in  t h i s  
s e c t i o n ,  t o  remove th e  a m b ig u i t ie s  t h a t  e x i s t  in  c u r r e n t  law . T h is  
d e f i n i t i o n  o f  " c a p i t a l"  i s  g e n e r a l ly  tak en  from IN.

( 6 ) .  From 3 AAC 0 2 . 9 1 0 ( a ) ( 9 ) .
( 1 0 ) .  From c u r r e n t  AS 0 6 . 0 5 . 2 3 5 ( h ) ( 1 ) .
( 1 2 ) .  From AS 0 6 . 0 1 . 0 5 0 ( 3 ) .
( 1 4 ) .  From OR, s e c .  711 . 305  and AS 0 6 . 0 5 . 3 0 5 ( a ) .
( 1 5 ) .  L o o s e ly  adapted  from OR, s e c .  7 1 1 . 4 0 5 ;  (A) and (C) are  

t h e  two t r a d i t i o n a l  d e f i n i t i o n s  fo r  in s o lv e n c y  -  s e e  A nnot. 81 ALR 
1160.

(16)  . D e f in e s  " in t e r n a t io n a l  bank" a s  a bank t h a t  i s  from 
o u t s i d e  th e  U n ited  S t a t e s .

( 1 7 ) .  D e f in e s  " i n t e r s t a t e  bank" t o  in c lu d e  any bank c h a r te r e d  
in  a s t a t e  o th e r  than A lask a  and n a t io n a l  banks o p e r a t in g  o u t s id e  
A la sk a .

( 1 8 ) .  From IN, s e c .  2 8 - 1 - 1 3 - 1 . 2 ,  w ith  some m o d i f i c a t i o n s ;  n o te  
t h a t  i t  in c lu d e s  g u a r a n t e e s ,  o v e r d r a f t s ,  l e t t e r s  o f  c r e d i t  and loan  
comm itm ents.

( 1 9 ) .  From WY, s e c .  1 3 - 1 - 1 0 1 ( a ) ( x i i ) .
( 2 0 ) .  C urrent AS 0 6 . 0 5 . 2 3 5 ( h ) ( 2 ) ,  amended t o  e x c lu d e  

i n t e r n a t i o n a l  bank h o ld in g  companies from th e  r eq u ire m en t  t h a t  th e y  
be r e g i s t e r e d  w ith  t h e  f e d e r a l  governm ent.

( 2 1 ) .  C urrent AS 0 6 . 0 5 . 2 3 5 ( h ) ( 3 ) .
( 2 2 ) .  Changed t o  remove th e  r e f e r e n c e  t o  c h a r t e r s ,  which no 

lo n g e r  e x i s t  in  A la sk a .
( 2 4 ) .  In  c o n j u n c t io n  w ith  new AS 0 6 . 0 5 . 2 7 2 ,  p rop osed  in  t h i s  

b i l l ,  t h i s  w i l l  a l lo w  banks to  o p e r a te  s u b s i d i a r i e s  t h a t  are  n o t  
d i r e c t l y  in  t h e  banking b u s in e s s .  T h is  d e f i n i t i o n  i s  ta k en  from 
t h e  A lask a  C o r p o r a t io n s  Code and i s  th e  same as  t h a t  u sed  by th e  
FDIC.

( 2 5 ) .  C urrent law d o es  not d e f i n e  th e  e s s e n t i a l  e le m e n ts  o f
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c a p i t a l ,  w hich has ca u sed  some c o n fu s io n  in  th e  p a s t .  T h is  b i l l  
s i m p l i f i e s  t h e  te r m in o lo g y  and makes i t  c o n s i s t e n t  th r o u g h o u t ,  and 
th e n  a l l  term s used  a r e  d e f in e d  h e r e .

( 2 7 ) .  D e f in e s  when a bank w i l l  be deemed t o  be in  t r o u b l e .

S e c t i o n  88 .
The new a r t i c l e  on i n t e r s t a t e  and i n t e r n a t i o n a l  banking i s  

l o o s e l y  i n s p i r e d  by NY, IL and GA law. However, we h av e  t r i e d  to  
t h in k  o f  what i s  s p e c i f i c a l l y  needed and d e s i r e d  in  A la sk a .

AS 0 6 . 0 5 . 5 5 0 .  ( a ) .  A u th o r iz e s  i n t e r n a t i o n a l  and in s u r e d  non-  
A la sk a  banks t o  branch by p u rc h a s in g  e x i s t i n g  A laska i n s t i t u t i o n s .  
" I n t e r s t a t e , "  " i n t e r n a t io n a l ,"  and " r e c e n t ly  formed" banks are  
d e f i n e d  in  AS 0 6 . 0 5 . 5 4 0 .  Note th e  FDIC req u irem en t f o r  n on -A lask a  
US banks; OR has a s i m i l a r  req u irem en t. For i n t e r n a t i o n a l  banks, 
t h e r e  i s  p r o v id e d  an i n - s t a t e  a s s e t  req u irem en t —  s e e  n e x t  
s e c t i o n .  Much o f  t h i s  i s  tak en  from IL and NY.

(b) . A u th o r iz e s  i n t e r n a t i o n a l  banks, b u t n o t  i n t e r s t a t e  banks,  
t o  de novo b ranch .

( c ) . G u aran tees  t h a t  i n t e r s t a t e  and i n t e r n a t i o n a l  bank 
b ra n ch es  e n j c  th e  same r i g h t s  as  o th e r  A lask a  f i n a n c i a l  
i n s t i t u t i o n s ;  ta k en  from NY.

AS 0 6 . 0 5 . 5 5 5 .  A p p l ic a t io n  p r o c e s s  f o r  i n t e r s t a t e  and 
i n t e r n a t i o n a l  banks. These p r o v i s i o n s  a re  g e n e r a l ly  ta k e n  from AS
0 6 . 0 5 . 3 9 9 ,  t h e  d e p a r tm e n t 's  proced u re  fo r  branch bank a p p l i c a t i o n s .  
Thus, t h e s e  a p p l i c a t i o n s  would be handled  in  th e  same g e n e r a l  
manner a s  o t h e r  branch a p p l i c a t i o n s .

( d ) . R e q u ir e s  r e c i p r o c i t y  fo r  banks from o th e r  s t a t e s ,  but n o t  
f o r  i n t e r n a t i o n a l  banks (taken  from NY).

AS 0 6 . 0 5 . 5 6 0 .  (a) and ( b ) . R eq u ires  an i n t e r n a t i o n a l  bank
o p e r a t in g  a branch in  A laska t o  m a in ta in  a s s e t s  in  t h i s  s t a t e  
s u f f i c i e n t  t o  c o v e r  a l l  d e p o s i t o r s .  T h is  s e c t i o n  i s  ta k e n  from OR 
s e c .  7 1 3 . 0 2 5 .

( c ) . P r o v id e s  t h a t  i f  th e  departm ent t a k e s  o ver  one o f  t h e s e  
b r a n c h e s ,  t h e  i n - s t a t e  a s s e t s  w i l l  be l iq u i d a t e d  under t h e  g e n e r a l  
l i q u i d a t i o n  s t a t u t e s ;  in s p ir e d  by IL law.

AS 0 6 . 0 5 . 5 6 5 .  ( a ) .  E s s e n t i a l l y  same a s  c u r r e n t  AS 0 6 . 0 5 . 3 6 7 ,  
w hich  i s  r e p e a le d .

(b) . R e q u ir e s  branch t o  meet g e n e r a l  r e s e r v e  r e q u ir e m e n ts  
a p p l i c a b l e  t o  s t a t e  banks under AS 0 6 . 0 5 . 2 0 0 ,  b u t a l lo w s  
a p p r o p r ia t e  a s s e t s  h e ld  fo r  p u rp oses  o f  th e  minimum a s s e t  
r e q u ir e m e n ts  o f  p r e c e d in g  s e c t i o n  t o  be a p p l ie d  t o  t h i s  req u irem en t  
a s  w e l l .

( c ) . P r o v id e s  t h a t  t h e s e  branches w i l l  be s u b j e c t  t o  normal 
a s s e s s m e n t s  f o r  exams, but th e  a s s e s sm e n t  w i l l  be b a sed  on th e  
b r a n c h 's  d e p o s i t s ,  r a th e r  than i t s  a s s e t s  ( s i n c e  i t  i s  im p o s s ib le  
t o  d e te r m in e  how much o f  th e  a s s e t s  o f  a m u l t i - s t a t e  or  m u l t i ­
n a t i o n a l  bank a r e  a t t r i b u t a b l e  t o  t h e  A laska  b r a n c h ) .

(d) . P r o v id e s  t h a t  th e  p a r e n t  i n t e r s t a t e  or i n t e r n a t i o n a l  bank 
may be exam ined t o  p r o t e c t  A la s k a ' s  i n t e r e s t s ,  in  much th e  same 
manner a s  an o u t - o f - s t a t e  BHC can be exam ined.

AS 0 6 . 0 5 . 5 7 0 .  T h is  i s  p r e s e n t l y  p a r t  o f  AS 0 6 . 0 5 . 2 3 5 .
( a ) . C u r r e n t ly  s e c .  2 3 5 ( e ) . We have added a p e r m i t t in g  sy stem



f o r  a l l  bank h o ld in g  com panies t h a t  w ish  t o  p u rch a se  a bank or bank 
h o ld in g  company d o in g  b u s in e s s  in  A la sk a .

( b ) . C u r r e n t ly  s e c .  2 3 5 ( f ) .
( c ) . Taken from 3 AAC 0 2 . 9 1 0 ( b ) .

S e c t io n  8 9 . T h is  has been changed t o  c l a r i f y  t h a t  t h e  p r o v i s i o n s  o f  
t h e  ban k in g  code a p p ly  t o  t r u s t  com panies engaged in  th e  b u s in e s s  
o f  b a n k in g .

Se c t i o n  9 0 .  T e c h n ic a l  amendment.

S e c t i o n s  91 and 9 2 . Makes t h e  C o rp o ra tion  Code a p p l i c a b l e  t o  banks. 

S e c t io n  9 3 . Conforming amendment.

S e c t io n  9 4 .  C l a r i f i e s  t h a t  th e  Consumer P r o t e c t i o n  A c t ,  w h ile  
exem p tin g  t r a n s a c t i o n s  r e g u la t e d  under AS 0 6 . 0 5 ,  a p p l i e s  t o  a l l  
o th e r  bank t r a n s a c t i o n s ,  and in  p a r t i c u l a r  t h o s e  betw een  banks and 
t h e i r  c u s to m e r s .

S e c t io n  9 5 . T e c h n ic a l  amendment.

S e c t io n  96 . R e p e a le r s :
AS 0 6 . 0 1 . 0 1 0 ( c ) .  Now cov ered  by AS 0 6 . 0 1 . 0 3 5 ( h ) .
AS 0 6 . 0 5 . 0 1 5 .  In c lu d ed  in  new AS 0 6 . 0 5 . 0 0 5 ( b ) ( 7 ) .
AS 0 6 . 0 5 . 0 2 0 .  ( a ) .  A l l  cov ered  e ls e w h e r e  in  th e  c o d e .
(b) . The f i r s t  s e n te n c e  i s  a lr e a d y  cov ered  by AS 0 6 . 0 1 . 0 3 0  ( i n  

t h i s  b i l l ,  s u b s e c t io n  ( f ) ) .  The r e s t  d u p l i c a t e s  common law,  e x c e p t  
f o r  t h e  l a s t  s e n t e n c e ,  which i s  a la b o r  law i s s u e  and sh o u ld  n ot be 
in  th e  c o d e .

AS 0 6 . 0 5 . 0 2 5 .  A l l  p r o v i s io n s  r e l a t i n g  t o  e x a m in a t io n s  are  now 
in  AS 0 6 . 0 1 .  T h is  s e c t i o n  i s  c o n ta in e d  in  AS 0 6 . 0 1 . 0 1 5 .

AS 0 6 . 0 5 . 0 3 0 .  Moved t o  AS 0 6 . 0 5 . 0 0 5 ( b ) ( 1 ) ;  s e e  n o t e s  t o  t h a t  
p r o v i s i o n .

AS 0 6 . 0 5 . 0 3 5 .  A lready covered  by AS 0 6 . 0 1 . 0 1 0 .
AS 0 6 . 0 5 . 0 4 0 .  Moved t o  AS 0 6 . 0 1 . 0 1 5 ( a ) .
AS 0 6 . 0 5 . 0 5 5 .  Some o f  th e  i n f o  ( (1)  and (2 ) )  i s  a lr e a d y  

e s s e n t i a l l y  don e, through th e  g o v e r n o r 's  l e g i s l a t i v e  r e q u e s t s ,  and 
th e  r e s t  e i t h e r  i s  u n n e ce ssa ry  fo r  l e g i s l a t o r s  or  i s  p u b l i c  i n f o .  
T h is  i s  an e x p e n s iv e  annual e x e r c i s e  f o r  th e  d i v i s i o n  ( e s t im a t e  i s  
30 p e r s o n -d a y s )  t h a t  i s  u n n e c e ssa r y .

AS 0 6 . 0 5 . 0 6 0 .  (a) and ( b ) . Moved t o  AS 0 6 . 0 1 . 0 2 5 ,  t o  a p p ly  t o  
a l l  f i n a n c i a l  i n s t i t u t i o n s .

( c ) . A lrea d y  covered  in  AS 0 9 . 2 5 . 1 1 0 .
AS 0 5 . 0 5 . 0 6 5 .  (d) and (e) . In c lu d e d  in  com p rehensive

p e n a l t i e s  s e c t i o n ,  AS 0 6 . 0 1 . 0 3 5 .
( f )  . D e f i n i t i o n  no lo n g e r  used in  th e  co d e .
AS 0 6 . 0 5 . 0 7 0 .  Most o f  t h i s  s e c t i o n  i s  o b s o l e t e .  We have  

r e p e a le d  i t  and s im p ly  p ro v id ed  in  AS 0 6 . 0 5 . 0 0 5  t h a t  t h e  departm ent  
w i l l  ad op t r e g u l a t i o n s  fo r  r e c o r d s  r e t e n t i o n  (w hich i t  has a lr e a d y  
done in  c u r r e n t  3 AAC 0 2 . 0 1 0 ) .

AS 0 6 . 0 5 . 0 8 0 .  A lready e s t a b l i s h e d  in  A lask a  c a s e  l aw.
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AS 0 6 . 0 5 . 0 8 5 .  A lread y  co v ered  by A lask a  c a s e  law .
AS 0 6 . 0 5 . 0 9 0 ( c ) .  T h is  i s  in c lu d e d  in  co m p reh en s ive  p e n a l t i e s  

s e c t i o n ,  AS 0 6 . 0 1 . 0 3 5 .
AS 0 6 . 0 5 . 1 3 0 .  T h is  s e c t i o n  i s  e s s e n t i a l l y  su p e r se d e d  in  

s u b s ta n c e  by t h e  UCC, AS 4 5 . 0 4 . 4 0 6 .
AS 0 6 . 0 5 . 1 7 5 ( c ) .  T h is  i s  a lr e a d y  c o v er ed ;  any v i o l a t i o n  o f  t h e

code  i s  s u b j e c t  t o  d i s c i p l i n e  a n d /o r  en fo rcem en t  a c t i o n  under AS
0 6 . 0 1 .

AS 0 6 . 0 5 . 1 8 5 .  The s e c t i o n s  r e l a t i n g  t o  t r u s t  com panies (AS
0 6 . 0 5 . 1 8 5  -  0 6 . 0 5 . 1 9 5 )  a r e  o b s o l e t e  and a r e  t h e r e f o r e  r e p e a le d .  
These p r o v i s i o n s  a re  a lr e a d y  c o v er ed  in  th e  t r u s t  company a c t ,  
s p e c i f i c a l l y  AS 0 6 . 2 5 . 0 8 5 .

AS 0 6 . 0 5 . 1 9 0 .  See n o te  t o  p r e v io u s  s e c t i o n .
AS 0 6 . 0 5 . 1 9 5 .  See n o te  t o  r e p e a l  o f  AS 0 6 . 0 5 . 1 8 5 .
AS 0 6 . 0 5 . 2 0 0 ( b )  and (c)  . These a re  p r o c e d u r a l  m a t te r s  t h a t  

w i l l  be p u t in  r e g u l a t i o n s .  A ls o ,  t h e  p e r m i s s i b l e  l i s t  o f  d e p o s i t s
w i l l  be expanded t o  in c lu d e  d e p o s i t s  h e ld  by th e  F e d e r a l  R eserve
Bank and t h e  F e d e r a l  Home Loan Bank, t o  make t h e  r e g u l a t i o n s  
c o n s i s t e n t  w ith  c u r r e n t  p r a c t i c e .

AS 0 6 . 0 5 . 2 0 5 .  ( a ) .  By r e g u la t i o n  ad op ted  under AS
0 6 . 0 5 . 4 3 8 ( c ) ,  a req u irem en t w i l l  be i n s e r t e d  t h a t  when le n d in g  
r e p o r t s  a r e  made t o  th e  board, a l l  lo a n s  o v er  a s p e c i f i e d  amount 
(h ig h e r  th an  $ 2 5 , 0 0 0  -  prob ab ly  $100 , 000)  w i l l  be s p e c i f i c a l l y  
i d e n t i f i e d .

( e ) . A lread y  co v ered  under sound le n d in g  p r a c t i c e s .
( f ) . O b s o le t e .
AS 0 6 . 0 5 . 2 0 6 .  A l l  s p e c i a l  s t a t u t o r y  r e s t r i c t i o n s  on r e a l  

e s t a t e  lo a n s  are  r e p e a le d  in  t h i s  d r a f t  o f  t h e  c o d e , e x c e p t  t h o s e  
s t i l l  r em a in in g  in  AS 0 6 . 0 5 . 2 0 7 .  L easeh o ld  and d eve lop m en t lo a n s  
a r e  now c o v er ed  by t h a t  s e c t i o n .

AS 0 6 . 0 5 . 2 0 8 .  T h is  s e c t i o n  i s  co vered  by AS 4 5 . 1 0 . 1 2 0 ( c ) .
AS 0 6 . 0 5 . 2 1 0 ( b ) .  T h is  i s  r e p e a le d  and th e  s u b s ta n c e  moved t o  

t h e  com p reh en sive  p e n a l t i e s  s e c t i o n ,  AS 0 6 . 0 1 . 0 3 5 .
AS 0 6 . 0 5 . 2 2 0 .  A lready  co vered  by f e d e r a l  law .
AS 0 6 . 0 5 . 2 3 2 .  The code  has been d r a f t e d  t o  p r o v id e  t h a t  o n ly  

a b a n k 's  s u b s id i a r y  can e n t e r  i n t o  t h e s e  t y p e s  o f  l e a s e s .  Thus, 
t h e  s e c t i o n  i s  r e p e a le d  h e r e ,  and a broad a u t h o r i t y  t o  e n t e r  i n t o  
l e a s e s  i s  in c lu d e d  in  new AS 0 6 . 0 5 . 2 7 2 .

AS 0 6 . 0 5 . 2 3 5 .  (c)  . A lread y  c o v er ed  in  pow ers o f  t h e  departm ent  
t o  adopt r e g u l a t i o n s .

( d ) . Covered by com p rehensive  p e n a l t i e s  s e c t i o n .
(e) and ( f ) . We have s p l i t  t h i s  s e c t i o n  in  h a l f ,  moving th e  

p r o v i s i o n s  r e l a t i n g  t o  o u t - o f - s t a t e  bank h o ld in g  com panies to  new 
AS 0 6 . 0 5 . 5 2 1 ,  in  t h e  a r t i c l e  on i n t e r s t a t e  b an k in g .

(h) . D e f i n i t i o n s  have been moved t o  th e  g e n e r a l  d e f i n i t i o n s  
s e c t i o n ,  AS 0 6 . 0 5 . 5 4 0 .

AS 0 6 . 0 5 . 2 3 8 .  T h is  s e c t i o n  b e lo n g s  w ith  th e  p r o v i s i o n s  
r e l a t i n g  t o  m e e t in g s  o f  t h e  board. Thus, i t  h as  been moved t o  AS 
0 6 . 0 5 . 4 3 8 ( f ) .

AS 0 6 . 0 5 . 2 5 5 ( c ) .  T h is  s u b s e c t io n  was am biguous and 
u n n e c e s s a r y .

AS 0 6 . 0 5 . 2 6 0 ( b ) .  T h is  s u b s e c t io n  was p ro b a b ly  u n e n f o r c e a b le ,
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d e f i n i t e l y  u n c le a r  and am biguous, and a rg u a b ly  i n c o n s i s t e n t  w ith  
t h e  s t a t e ' s  d e p o s i t o r  p r e f e r e n c e .

AS 0 6 . 0 5 . 2 7 0 ( b ) .  S p e c i f i c  p e r m is s ib l e  in v e s tm e n ts  fo r  banks  
have  been r e p e a le d  and w i l l  now be s e t  o u t  in  r e g u l a t i o n s .  See  
comments t o  b i l l  s e c t i o n  46.

AS 0 6 . 0 5 . 2 7 5 .  ( a ) .  D e le te d  a s  u n n e c e ssa r y  and o b v io u s .
(c) . D e le te d  a s  u n n e c e s s a r y .  For c l a r i t y ,  i f  d e s i r e d ,  we 

w i l l  p u t  i t  i n t o  r e g u l a t i o n .
A8 0 6 . 0 5 . 2 8 0 ( a )  and (b) . These are  s u f f i c i e n t l y  han d led  by 

m arket f o r c e s ,  and th e y  a re  u n n e c e ssa r y .
AS 0 6 . 0 5 . 3 0 0 .  Covered by AS 1 0 . 0 6 . 0 1 0 .
AS 0 6 . 0 5 . 3 0 7 .  ( d ) . A lread y  co v ered  by AS 0 6 . 0 5 . 2 0 5 ( b ) .
( e ) . R ep ea led  a s  o b s o l e t e .
AS 0 6 . 0 5 . 3 2 5 .  Covered by th e  C o r p o r a t io n s  Code.
AS 0 6 . 0 5 . 3 3 0 .  Covered by AS 1 0 . 0 6 . 2 0 5 .  However, th e  

C o r p o r a t io n  Code p r o v id e s  t h a t  th e r e  can be o n ly  one in c o r p o r a to r ,  
and t h i s  w i l l  now be a l lo w e d  f o r  banks a s  w e l l .

AS 0 6 . 0 5 . 3 4 5 .  ( b ) .  Covered by t h e  C o r p o r a t io n s  Code.
(c ) “ ( j ) *  Moved t o  new AS 0 6 . 0 5 . 3 4 4 .
(k) . B e g in n in g  o f  c o r p o r a te  e x i s t e n c e  i s  a lr e a d y  c o v ered  in  

t h e  C o r p o r a t io n s  Code.
AS 0 6 . 0 5 . 3 6 0 .  F o r e ig n  banks are  p e r m it te d  t o  en g age  in  banking  

under new a r t i c l e  9 .
AS 0 6 .  0 5 . 3 6 7 .  Most o f  t h i s  s e c t i o n  i s  in c o r p o r a te d  i n t o  new AS

0 6 . 0 5 . 5 6 5 .  Paragraph (2) i s  removed b e c a u se  we a r e  no lo n g e r  g o in g  
t o  r e q u i r e  FDIC in s u r a n c e .

AS 0 6 . 0 5 . 3 8 0 .  (a) and ( b ) . are  th e  same as 3 5 0 ( b ) ( 1 ) .
(c)  . T h is  i s  in c lu d e d  in  t h e  com p rehensive  p e n a l t i e s  s e c t i o n .

AS 0 6 . 0 5 . 3 9 0 .  C overed, w i th  minor v a r i a t i o n s ,  by AS 1 0 . 0 6 . 4 9 0 .
AS 0 6 . 0 5 . 3 9 5 .  S u b sta n ce  moved t o  and in c o r p o r a te d  in  AS

0 6 . 0 5 . 3 5 0 ( a ) .
AS 0 6 . 0 5 . 4 3 0 .  Covered by AS 1 0 . 0 6 . 4 0 5  and 1 0 . 0 6 . 4 1 5 .
AS 0 6 . 0 5 . 4 3 5 .  ( b ) . Covered by AS 1 0 . 0 6 . 2 2 3 .
( e ) . Covered by AS 1 0 . 0 6 . 4 6 5 .
AS 0 6 . 0 5 . 4 4 3 .  Combined w ith  AS 0 6 . 0 5 . 4 4 5 .
AS 0 6 . 0 5 . 4 6 5 .  V o lu n ta ry  l i q u i d a t i o n s  w i l l  now be co v ered  under  

t h e  same p ro ced u re  a s  in v o lu n t a r y  o n e s ,  i . e .  under t h e  c o n t r o l  o f  
t h e  d e p a r tm en t .  See AS 0 6 . 0 5 . 4 6 8 ( a )  in  S e c t io n  83 o f  th e  b i l l .  Of 
c o u r s e ,  i f  a bank w is h e s  t o  v o l u n t a r i l y  d i s s o l v e  and t h e r e  i s  no 
r e a s o n  f o r  t h e  departm ent t o  g e t  s i g n i f i c a n t l y  in v o lv e d ,  t h e  
d ep a r tm en t can  a p p o in t  t h e  e x i s t i n g  board a s  r e c e i v e r .

AS 0 6 . 0 5 . 4 7 0 .  T h is  s e c t i o n  has been s p l i t  up t o  make i t  more 
m an a g ea b le . The s u b s ta n c e  o f  t h i s  s e c t i o n  rem ains e s s e n t i a l l y  
un ch anged .

( a ) .  S u b s ta n c e  moved to  s e c .  4 6 8 ( a ) .
( d ) . Now s e c .  4 6 8 ( d ) .
( f ) . Now s e c .  4 7 1 ( a ) .
( j )  and ( k ) . Now s e c .  471(b)  and ( c ) .
(1) -  ( n ) . Now s e c .  472.
(o) “ ( y ) • Now s e c .  473.
(Z) . Now s e c .  474.
AS 0 6 . 0 5 . 4 8 0 .  Moved t o  s e c .  3 5 0 ( d ) .

1 8



AS 0 6 . 0 5 . 4 8 5 .  Moved t o  new s e c .  262.
AS 0 6 . 0 5 . 4 9 0 .  In c lu d e d  in  com prehensive  p e n a l t i e s  s e c t i o n ,  AS

0 6 . 0 1 . 0 3 5 .
AS 0 6 . 0 5 . 4 9 5 .  D u p l i c a t iv e ;  same as s e c .  4 7 0 ( g ) ( 2 ) .
AS 0 6 . 0 5 . 5 0 0  -  0 6 . 0 5 . 5 2 0 .  Covered by com p reh en sive  p e n a l t i e s  

s e c t i o n .
AS 0 6 . 0 5 . 5 2 5 .  Covered by AS 0 6 . 0 1 . 0 3 0 .
AS 0 6 . 0 5 . 5 3 0 .  O b s o le te .
AS 0 6 . 2 0 . 3 2 0 ( b ) .  Covered by new com p reh en s iv e  p e n a l t i e s  

s e c t i o n ,  AS 0 6 . 0 1 . 0 3 5 .
AS 0 6 . 2 5 . 0 6 0 .  Covered by com prehensive  p e n a l t i e s  s e c t i o n .
AS 0 6 . 2 5 . 0 7 0 .  A lso  c o v ered  by com prehensive  p e n a l t i e s  s e c t i o n .  
AS 0 6 . 2 5 . 3 2 0 .  A lso  covered  by com prehensive  p e n a l t i e s  s e c t i o n .  
AS 0 6 . 3 0 .  R ep ea ls  s t a t e  S a v in gs  A s s o c ia t i o n  A c t .
AS 0 6 . 4 0 . 1 6 0 ( b ) .  Covered by com prehensive  p e n a l t i e s  s e c t i o n .  
AS 0 6 . 4 5 . 3 2 0 .  Covered by com prehensive  p e n a l t i e s  s e c t i o n .
AS 0 6 . 4 5 . 3 3 0 .  A lso  cov ered  by com prehensive  p e n a l t i e s  s e c t i o n .

S e c t i o n  97 . T r a n s i t i o n a l  p r o v i s i o n s .
(a) Makes su re  t h a t  th e  new C orp ora tion s  Code a p p l i e s  t o  a l l  

banks.
(b) R e q u ir e s  e x i s t i n g  banks t o  amend t h e i r  a r t i c l e s  t o  conform  

t o  t h e  new cod e  a t  t h e  n e x t  r e g u la r  annual m e e t in g ,  and th en  f i l e  
t h e  amended a r t i c l e s  w ith  t h e  departm ent.

S e c t io n  98 . N otes  p o s s i b l e  Court Rule change .

S e c t i o n  99 . E f f e c t i v e  d a te  1 / 1 / 9 4 .
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N O T I C E  O F  P R O P O S E D  C H A N G E S  I N  T H E  

R E G U L A T I O N S  O F  T H E  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 I C  D E V E L O P M E N T

Notice is given that the Department of Commerce and Economic Development, 
Division of Banking, Securities and Corporations, 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, proposes to adopt, amend, and repeal regulations in 
Title 3 of the Alaska Administrative Code, dealing with regulations governing 
financial institutions, and relating to trust companies, Alaska small loan companies 
and premium finance companies. These proposals serve to implement, interpret, 
and make specific Ch. 26 SLA 1993, ch 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 repealed.

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.

3 AAC 02.020 REPORTS TO THE DEPARTMENT is new to make specific 
appropriate forms for bank reports and provides for electronic and fax filings.
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8. 3 AAC 02.030 EXAMINATIONS is new to accept an FDIC exam instead of
conducting the department's own.

9. 3 AAC 02.1.10 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 repea.cd and 
reenacted to require the board to specifically identify each loan over 
$ 1 0 0 ,0 0 0 .

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 
COMPANIES (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.
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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 consistent 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.

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, splitting 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 international 
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 02.3.10 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 preceding 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 international 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.

Notice is also given that any person interested may present written statements or
arguments relevant to the proposed action by writing to:

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

so that they are received no later than AUGUST 20, 1993.

If you are a person with a disability who may need a special modification in order
to comment on the proposed regulations, please contact Kristi Peel at (907) 465-
2521 no later than August 13, 1993 to make any necessary arrangements.



This action is not expected to require an increased appropriation. Copies of the 
proposed regulations may be obtained by writing to the above or by telephoning 
(907) 465-2521.

The Department of Commerce and Economic Development, after the deadline 
stated above, will either adopt these or other proposals dealing with the same 
subject without further notice, or decide to take no action on them.

7Director /

DATE:



A D D IT IO N A L  R E G U L A T IO N S  N O T IC E  IN F O R M A T IO N  
AS 44.62.190(d)

1. A d o p t in g  ag en cy : D iv is io n  o f  B anking , S ecu rities, and C o rp o ra tio n s

2. G e n e ra l s u b je c t  o f  r e g u la t io n :  Im plem ent, in te rp re t and m ake specific  SLA  1993, C h. 2 6 , the
R eco d ifica tio n  o f  the B ank ing  C ode.

3. C ita f io n  o f  r e g u la t io n :  3 A A C  0 1 .0 1 0 ; 0 1 .0 2 0 ; 0 1 .0 3 0 ; 0 1 .9 0 5 ; 0 1 .9 1 0 ; 0 2 .0 1 0 ; 0 2 .0 2 0 ; 0 2 .0 3 0 ; 
0 2 .1 1 0 ; 0 2 .1 1 2 ; 0 2 .1 1 5 ; 0 2 .1 2 0 ; 0 2 .1 2 2 ; 0 2 .1 2 5 ; 0 2 .1 3 0 ; 0 2 .1 3 5 ; 0 2 .1 4 1 ; 0 2 .1 4 5 ; 0 2 .1 5 0 ; 0 2 .1 5 5
0 2 .1 6 0 ; 0 2 .1 6 5 ; 0 2 .1 7 0 ; 0 2 .1 7 5 ; 0 2 .1 8 5 ; 0 2 .1 9 0 ; 0 2 .1 9 5 ; 0 2 .1 9 7 ; 02 .2 0 0 ; 0 2 .2 0 5 ; 0 2 .2 0 9  ; 0 2 .2 1 0
0 2 .2 1 2 ; 0 2 .2 1 5 ; 0 2 .2 1 7 ; 0 2 .2 1 9 ; 0 2 .3 1 0 ; 0 2 .3 2 0 ; 0 2 .3 2 5 ; 0 2 .3 3 0 ; 0 2 .3 4 0 ; 0 2 .3 5 0 ; 0 2 .3 6 0 ; 0 2 .4 2 0
0 2 .9 1 0 .

4. R e a so n  fo r  th e  p rop o se d  a c t io n :

( )  c o m p lia n c e  w ith  fe d e r a l la w

(X) c o m p lia n c e  w ith  n ew , o r  ch an g ed , s ta te  s ta tu te  

( )  d e v e lo p m en t o f  p ro g ram  s ta n d a rd s  

( )  o th e r :

5. C o s t o f  im p lem e n ta t io n  to  th e  s ta te  ag en cy  a n d  a v a i la b le  fu n d in g  ( in  th o u s a n d s  o f  d o lla r s )

In i t ia l  Y e a r  
FY

S u b se q u e n t
Y e a rs

C o s t

G e n e ra l fu n d s  

F e d e ra l fu n d s

-0-

-0-

-0-

-0-

-0-

-0-

6. C o n ta c t p e rso n  fo r  th e  re g u la t io n s :

7.

8.

K r is t i  Peel
A d m in is t r a t iv e  A s s is ta n t 
D iv is io n  o f  B a n k in g , S e c u r it ie s , 

a n d  C o rp o ra t io n s  
P .O . Box 110807 
J u n e a u , A K  99811-0807 
(907) 465-2521

O r ig in  o f  th e  p rop o se d  a c t io n :  

(X) s t a f f  o f  s ta te  ag en cy  

( )  fe d e r a l g o v e rn m e n t 

( )  g e n e ra l p u b lic  

( )  p e t it io n  fo r  r e g u la t io n  ch an g e  

( )  o th e r :

V V ilils  F 7 K ir k p a t r ic k , D ir e c to r  y  
D iv is io n  o f  B a n k in g , S e c u r it ie s , am i CC o rp o ra t io n s

KP/mine0S8.kp
071293*

D a te :


