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Helen Phillips

From: Stoneking, Marge <mstoneking@aarp.org>
Sent: Friday, May 09, 2025 12:05 PM
To: House Finance
Subject: SB39 written testimony

Dear Members of the House Finance Committee; 

AARP has a strong commitment to protecting financial resilience for older adults which includes fighting for 
consumer protections. Today, we are asking for your support to provide our veterans and older Alaskans the same 
36 percent maximum interest rate protections aƯorded to active-duty military under the federal Military Lending 
Act. 

For vulnerable older adults, high-cost installment loans are more likely to be a hindrance than a help. Older 
borrowers who fall into a cycle of debt have few options to address that debt and return to a sound financial 
footing without spending down limited assets.  

Older borrowers are often unable to return to work or take on more hours at work in an attempt to get out of debt. 
They may also face additional obligations such as family caregiving that require significant contributions of time 
and money.  

Additionally, fixed regular income from Social Security, pension and veteran disability payments make older adults 
and veterans attractive targets for predatory lenders such as payday lenders. 

Thank you to the committee for hearing this bill. AARP Alaska wholeheartedly supports SB39 to protect consumers 
from predatory small loan lending. 

Sincerely, 
Marge Stoneking 

Marge Stoneking | Associate State Director - Advocacy | AARP Alaska 
3601 C Street, Suite 1420, Anchorage, AK 99501 
Office: (907) 762-3306| Cell: (907) 227-2991 
Email: mstoneking@aarp.org | Web: www.aarp.org/ak | Facebook: @aarpak | Twitter: @aarpak 
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May 8, 2025 

  

The Honorable Neal Foster 

Co-Chair 

House Finance Committee 

Alaska State Legislature 

 

The Honorable Andy Josephson 

Co-Chair 

House Finance Committee 

Alaska State Legislature 

 

The Honorable Calvin Schrage 

Co-Chair 

House Finance Committee 

Alaska State Legislature 

 

Re: Comments on SB39, "An Act relating to loans in an amount of $25,000 or less; 

relating to the Nationwide Multistate Licensing System and Registry; relating to 

deferred deposit advances; and providing for an effective date." 

 

Dear Chairs Foster, Josephson, and Schrage, 

 

The Online Lenders Alliance (OLA) would like to provide the following comments and data in 

opposition to SB39, legislation that would repeal the state’s deferred deposit statute and impose 

a new predominant economic interest (PEI) standard on bank loans under $25,000. 

 

OLA represents the growing industry of innovative companies focused on credit inclusion and 

financial solutions for all Americans through a common goal: to serve hardworking Americans 

who deserve access to trustworthy credit. Consumer protection is among OLA’s top priorities and 

members abide by a rigorous set of Best Practices to ensure consumers are fully informed and 

fairly treated.1  

 

Alaskans Need Access to Credit Options and Choices 

 

The cornerstone of financial inclusion is the opportunity and ability to access credit, which leads 

to more independence for borrowers by providing them with more control over their own 

financial health. The reality, however, is that not everyone has equal access to credit despite so 

many Americans needing it, oftentimes unexpectedly. According to the most recent federal data, 

nearly 19 percent of households in Alaska are unbanked or underbanked.2 Looking more 

closely at the data, the rate among Black residents and Alaska Natives is 40 and 47 percent 

 
1 OLA Best Practices https://onlinelendersalliance.org/best-practices/ 
2 https://www.fdic.gov/household-survey/2023-fdic-national-survey-unbanked-and-underbanked-households-appendix-tables  

https://onlinelendersalliance.org/best-practices/
https://www.fdic.gov/household-survey/2023-fdic-national-survey-unbanked-and-underbanked-households-appendix-tables
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respectively for each.3 Furthermore, 31 percent of Alaska consumers are credit constrained, 

meaning that they are borrowers with limited credit history or poor/fair credit scores.4 

 

It's also notable that Alaskans have the highest average credit card balance in the United States 

($8077) and the second-highest credit card utilization rate in the country5. All of this points to a 

scenario where Alaskans are more dependent on their credit cards than other Americans, 

ultimately paying more in interest and fees.  

 

Traditional banks and credit unions provide an essential service in the financial marketplace, but 

consumers are limited to the offerings of those financial institutions that are geographically 

accessible to them. Small dollar credit from banks and credit unions is not widely available, and 

the stringent eligibility requirements further dimmish its utilization. The hardship of these 

limited options is significant in states like Alaska with its many remote communities. Many 

consumers turn to alternative lenders for small-dollar loan products because they are unable to 

obtain these products from other financial institutions. And today, financial technology 

companies increasingly offer services that enable banks – especially community banks – to 

expand the populations they serve and fill the gaps left in the market without being dependent on 

a physical branch. This means that Alaska consumers have more options and choices available to 

them when deciding how to best meet their financial needs. SB 39 will take away many of the 

credit options available to Alaskans and limit their financial choices. 

 

SB 39 is Modeled on Illinois’ Failed Legislation That Limits Credit 

 

When states eliminate small-dollar credit options, their residents lose. In March 2021, Illinois 

enacted a 36 percent interest rate cap with a new predominant economic interest (PEI) test 

similar to what is being proposed in Alaska’s SB 39. By 2024, lender licenses decreased by 

64 percent.6 An academic study released following the Illinois law by three leading 

economists found that it decreased the number of loans to subprime borrowers by 44 

percent while increasing the average loan size to subprime borrowers by 40 percent.7  

 

The aforementioned study also included data from a survey of previous borrowers who had taken 

out loans with APRs exceeding 36 percent; the survey showed that most of those borrowers 

have since been unable to borrow money when they needed it, with 80 percent of 

respondents wanting the option to return to their previous lender, most of whom are no 

longer in the marketplace. OLA is the only organization that surveyed the very borrowers who 

had actually used small dollar loans in Illinois before the law went into effect to better 

understand the law’s impact.8 

 

 
3 https://scorecard.prosperitynow.org/data-by-location#state/ak 
4 https://scorecard.prosperitynow.org/data-by-location#state/ak  
5 https://www.experian.com/blogs/ask-experian/state-of-credit-cards/ According to Experian, a consumer’s credit utilization ratio 

is the amount of revolving credit they're using divided by the total amount of revolving credit they have available. It's expressed 

as a percentage, and it can be an important factor in credit scores. In general, lower utilization rates can improve credit scores, 

which can in turn make it easier to secure additional credit with favorable terms. 
6 https://onlinelendersalliance.org/three-years-into-illinois-rate-cap-lender-licenses-are-down-64-percent-highlighting-how-rate-

cap-has-significantly-diminished-consumers-access-to-credit/  
7 https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4315919  
8 Ibid. 

https://scorecard.prosperitynow.org/data-by-location#state/ak
https://scorecard.prosperitynow.org/data-by-location#state/ak
https://www.experian.com/blogs/ask-experian/state-of-credit-cards/
https://onlinelendersalliance.org/three-years-into-illinois-rate-cap-lender-licenses-are-down-64-percent-highlighting-how-rate-cap-has-significantly-diminished-consumers-access-to-credit/
https://onlinelendersalliance.org/three-years-into-illinois-rate-cap-lender-licenses-are-down-64-percent-highlighting-how-rate-cap-has-significantly-diminished-consumers-access-to-credit/
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4315919
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Unlike Alaska, Illinois is a densely populated state with a large number of banks and credit 

unions, yet their residents still experienced a sharp reduction in access to credit. Enacting the 

same law in Alaska could generate even worse outcomes. Alaska should not adopt Illinois’ 

failed legislation that directly hurt those who struggle to make ends meet and depend on 

access to credit. 

 

Like the Failed Illinois Law, the Military Lending Act is a Flawed Model 

 

Proponents of rate caps and restrictions on credit products defend the enactment of credit 

restrictions to nonprime consumers by touting the Military Lending Act (MLA), which imposes 

an artificially restrictive 36 percent rate cap on military servicemembers and covered dependents. 

However, researchers at the Urban Institute recently found that the MLA’s credit 

restrictions “did not lead to better credit and debt outcomes for service members most 

likely to be affected by this policy. For the most vulnerable individuals—those with deep 

subprime credit scores—the policy may have had negative effects by limiting their access to 

credit.” They therefore concluded that “extending the consumer protections of the expanded 

MLA, including the 36 percent APR cap, to revolving credit products available to all borrowers 

would not be an effective way of improving the credit health of most Americans.”9  

 

Conclusion 

 

The aim of a vibrant market system is to allow for competition which gives the consumer 

more offerings and the best deal regardless of where they are located. Unfortunately, SB 39 

will reduce credit options and restrict financial choices for Alaskans. Alaskans will be even 

more dependent on the use of credit cards, raising their balances (which are already the highest 

in the nation), fees, and interest payments.  

 

Furthermore, if people are not allowed to access the financial products they need to support 

themselves in times of financial shock, many will ultimately turn to government support. Alaska 

currently ranks among the highest per capita state and local public welfare expenditures in the 

United States, and HB 132 will likely increase this spending level.10  

 

We oppose SB 39 and respectfully ask the Committee to reject this proposal and to engage with 

industry to address the provisions that hurt Alaska consumers’ and businesses’ ability to manage 

their financial wellbeing. Reducing credit options will have negative ramifications for Alaskans, 

as demonstrated by the data from Illinois. Creating a credit marketplace that is attractive to 

more lenders, leading to more options and more choice, would benefit Alaskans. 

Specifically, creating a better market for installment loan products would create 

competition around the limited array of products that are available today without reducing 

options in the process. 

 

 
9 https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3505440  
10 https://www.urban.org/policy-centers/cross-center-initiatives/state-and-local-finance-initiative/state-and-local-

backgrounders/public-welfare-expenditures 

 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3505440
https://www.urban.org/policy-centers/cross-center-initiatives/state-and-local-finance-initiative/state-and-local-backgrounders/public-welfare-expenditures
https://www.urban.org/policy-centers/cross-center-initiatives/state-and-local-finance-initiative/state-and-local-backgrounders/public-welfare-expenditures
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We welcome the opportunity to work with members of the Committee to pursue meaningful 

alternatives to those currently contained in SB 39. 

 

Sincerely, 

 

 
 

Andrew Duke, 

CEO  

Online Lenders Alliance 

Cell: 571-420-8366 

 

 

CC: 

 

The Honorable Jamie Allard 

The Honorable Jeremy Bynum 

The Honorable Alyse Galvin 

The Honorable Sara Hannan 

The Honorable Nellie Unangiq Jimmie 

The Honorable Will Stapp 

The Honorable DeLena Johnson 

The Honorable Frank Tomaszewski 

 



 

May 9, 2025 

 

Via Email to House.Finance@akleg.gov  

The Honorable Neal Foster 

Co-Chair 

House Finance Committee 

Alaska State Legislature 

 

The Honorable Andy Josephson 

Co-Chair 

House Finance Committee 

Alaska State Legislature 

 

The Honorable Calvin Schrage 

Co-Chair 

House Finance Committee 

Alaska State Legislature 

 

 

Re: Comments on SB 39/HB 132, " An Act relating to loans in an amount of $25,000 or less; relating to the 

Nationwide Multistate Licensing System and Registry; relating to deferred deposit advances; and providing for 

an effective date.” 

 

Dear Co-Chairs Foster, Josephson, and Schrage: 

 

On behalf of INFiN, a Financial Services Alliance (“INFiN”), we write in strong opposition to Senate Bill No. 39 

(House Bill No. 132), which is set for a hearing on May 9, 2025. As the leading national trade association 

representing the diverse and innovative consumer financial services industry, INFiN comprises more than 300 

member companies operating throughout the United States providing critical access to financial services to 

millions of Americans, particularly middle-income, working families. Our members span large companies with 

national reach to small “mom and pops,” offering products and services to meet U.S. consumers’ changing 

financial needs. 

 

INFiN urges the Committee to reject this bill, as it would deny Alaska residents access to the regulated, short-

term, small-dollar credit on which they occasionally rely, decimate a regulated industry, and leave Alaskans with 

little or no recourse other than illegal lenders, many of which operate offshore and beyond the regulatory reach 

of state and federal agencies. We further respectfully submit that the justifications offered for the proposed 

legislation misrepresent the true state of the consumer lending industry.  

 

Regulated, community-based providers such as our members play a vital role in the lives and livelihoods of the 

many consumers and communities underserved, overlooked, or left behind by other financial institutions. Amid 

clear financial needs, SB39 would mandate what amounts to an arbitrary 36 percent Annual Percentage Rate 

(APR) cap on short-term, small-dollar “deferred deposit advance” loans offered by licensed consumer lenders – 

mailto:House.Finance@akleg.gov
http://www.infinalliance.org/


an effective ban of these loans. If enacted, the bill would do nothing to address Alaskans’ continued credit needs 

and financial insecurity, instead leaving vulnerable borrowers with little to no regulated alternatives.  

 

SB 39 is a ban on deferred deposit advance loans and a denial of access to credit 

 

INFiN strongly believes that a regulated small-dollar lending market is in the best interest of consumers, affording 

financial inclusion and consumer protections. Nearly every aspect of small-dollar lending is regulated at the state 

and federal levels, and our members – in Alaska and beyond – operate in strict compliance with all applicable laws 

as well as our own Best Practices, which impose limits on loan renewals. Alaska’s existing deferred deposit advance 

statute features several effective guard rails while ensuring consumers can borrow when they need to. 

 

It bears noting that deferred deposit advance loans are short-term credit products. As a result, APR does not 

accurately reflect the cost of a short-term, small-dollar loan repaid in a matter of weeks. Under a 36 percent rate 

cap, lenders would operate at a loss even before paying employee wages, rent, and other costs associated with 

running a trusted, regulated business; a lender’s revenue on $100 would be just $1.38 – less than 10 cents a day on 

a two-week loan. No lender can afford to cover basic operating expenses at this rate without additional subsidy or 

without restricting access to borrowers with higher credit scores.  

 

Consequences of an arbitrary rate cap 

 

Many policymakers from both parties, think tank experts, independent researchers, and academics agree that a 36 

percent rate cap is an effective ban on short-term, small-dollar credit – with detrimental consequences for 

consumers. In every state that has implemented an arbitrary interest rate cap like the one proposed in SB 39, 

licensed lenders offering short-term, small-dollar loans have been forced to close their doors, eliminating 

consumers’ credit options and leaving them with little choice but to face the consequences of missed or late 

payments or the costs of more expensive, less regulated options. Recent Urban Institute research following Illinois’ 

adoption of a 36 percent rate cap reveals not just the consequences of this type of policy but the lack of clear 

benefit for consumers.  

 

In the absence of regulated small-dollar loans, the need for regulated credit would not be readily met by banks, 

credit unions, or other regulated providers; representations to the contrary are not supported by the evidence. 

While other lenders may technically offer loans for 36 percent or less, they often charge other fees not captured 

by the APR calculation. Although some credit union programs are touted as “alternatives” to small-dollar loans, 

they often involve a variety of restrictions such as membership in a credit union for a minimum period, existence 

of minimum account balances, and confusing fee structures, limiting these options to only a fraction of the 

Alaskans in need. They cannot be considered legitimate replacements for widely accessible, regulated, small-dollar 

loans, which would be eliminated by a rate cap.  

 

Passage of this legislation would prohibit Alaskans from choosing the solutions that work best for them. 

Consumers deprived of regulated credit options would have little choice but to turn to unregulated sources, 

including illegal online loans offered by companies outside of the regulatory reach of state and federal agencies. As 

a result, the very consumers that the proposed legislation purports to protect would be exposed to unscrupulous 

lenders. 

 

 

https://infinalliance.org/Dev/Dev/Content/Best-Practices.aspx
https://infinalliance.org/common/Uploaded%20files/Fact-Sheets/APR-Distorts-Flat-Fee-for-Short-Term-Small-Dollar-Loans-2023.pdf
https://infinalliance.org/common/Uploaded%20files/Fact-Sheets/Experts-Agree-The-Negative-Consequences-of-Interest-Rate-Caps-2023.pdf
https://infinalliance.org/common/Uploaded%20files/Fact-Sheets/Unintended-Consequences-of-Over-Regulation-of-Small-Dollar-Loans-2023.pdf
https://www.urban.org/research/publication/how-do-state-level-policies-alternative-financial-service-loan-aprs


High customer satisfaction, few complaints 

 

Borrowers appreciate regulated small-dollar loans for their simplicity, cost-competitiveness, and transparency, and 

consistently voice overwhelming satisfaction in customer surveys and online reviews. In research from Global 

Strategy Group (D) and Tarrance Group (R), 94 percent of those surveyed felt that small-dollar loans can be a 

sensible decision when consumers are faced with unexpected expenses, and 96 percent said they fully understood 

how long it would take to pay off their loan and the finance charges they would pay before taking out the loan. 

Regulated small-dollar loans are also the subject of very few consumer complaints. In 2023, just 0.1 percent of 

consumer complaints received by the Consumer Financial Protection Bureau (“CFPB”), our industry’s federal 

regulator, were about small-dollar lenders. 

 

Conclusion 

 

Eliminating regulated credit options – as SB 39 would – does little to address Alaskans’ need for credit or to ease 

the challenges they face. We urge you to reject this bill.  

 

In addition to this testimony, the appendices to this letter include a document debunking some of the most 

concerning myths and misinformation spread about our industry, products, and customers, as well as the 

consequences of a rate cap (Appendix A) and INFiN’s robust industry Best Practices, to which all members are held 

alongside compliance with applicable state and federal laws (Appendix B). 

 

Thank you for your consideration of our position. 

 

 
Executive Director 

INFiN, A Financial Services Alliance 

 

 

https://www.cfsaa.com/files/files/GSG%20Tarrance%20CFSA%20Borrower%20and%20Voter%20Survey-Analysis.pdf
https://files.consumerfinance.gov/f/documents/cfpb_cr-annual-report_2023-03.pdf


 

 
 
APPENDIX A 
 

DISPELLING COMMON MYTHS: THE FACTS ABOUT INTEREST 
RATE CAPS ON SMALL-DOLLAR CREDIT 
 

Myth: Short-term, small-dollar credit options have unreasonably high interest rates.  
 

FACT: Annual Percentage Rate (APR) is not an appropriate measure of the costs associated with short-term, 
small-dollar credit. 

• APR is not an appropriate measure of the costs associated with loans that last for less than a year, but rather is 
more accurate for long-term loans such as a mortgage or a car loan. The implied APR associated with short-
term, small-dollar credit options equates to what a borrower would pay in fees if they renewed their loan every 
two weeks for a full year. 

• When borrowing a small-dollar loan, consumers pay a set price for a short-term transaction. Customers 
appreciate that a small-dollar loan with a single payment, provided by a regulated consumer financial services 
provider, comes with a one-time fee – in Alaska, $15 per $100 borrowed as well as a $5 origination fee – which 
can be less expensive than the costs of overdrawing their account, missing a credit card payment, or neglecting 
a   bill. 

• The APR on a small-dollar loan decreases as the term lengthens; a small-dollar installment loan has a smaller 
implied APR than a two-week, small-dollar loan.  

• Consumers in need of credit carefully weigh their options. Many choose small-dollar credit products from 
consumer financial services providers because they are straightforward, transparent, and often less costly than 
the alternatives.  

 
 

 

 

 

 

 

 

 
 

Sources: Consumer Federation of America Survey of Online Payday Loan Sites, 2011; CFPB CARD Act Report, 2013; CFPB Study of Overdraft 
Programs, 2013; Readex Research National Data on Short-Term Credit Alternatives, 2006; Bankrate.com Checking Account Survey, 2014; 
Moebs Services, 2012. 

 

 
 
 



Myth: Small-dollar lenders could still operate profitably if they charged a much smaller APR. 
 

FACT: Some critics have proposed capping interest rates for small-dollar lending services, but to do so would 
effectively ban short-term, small-dollar loans. 

• Lower fees would not generate enough income to pay for basic business expenses, such as rent, utilities, and 
wages. 

• An APR of 36 percent on a two-week, small-dollar loan, as some industry critics have suggested, would mean 
customers pay a fee of $1.38 per $100 borrowed, or less than 10 cents per day. 

• No market-based provider – not a credit union, not a bank, not a fintech – can sustainably lend short-term, 
small-dollar loans at that rate without being subsidized. Such rate cap models overlook the significant cost of 
operating a regulated business and would be an effective ban on small-dollar credit. 

• Customers recognize that the price of the one-time fee is appropriate for a short-term, small-dollar loan, 
relative to other options. 

• While some lenders claim to be able to operate under a 36 percent APR, the reality is that these providers serve 
a very different customer than the lenders that would be forced out of the market by a rate cap, typically only 
serving subprime customers – those with credit scores between 610 and 640 – whereas the average credit score 
for a person in need of non-bank credit is 579.  

• Further, while these lenders may technically offer loans for 36 percent or less to a limited pool of subprime 
consumers, they often seek to evade this rate cap by offering expensive and unnecessary insurance products to 
their customers – services that are often implicitly positioned in loan agreements as required in order to qualify 
for the loan, and are not included in the loan’s APR calculation. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Ernst & Young, “The Cost of Providing Payday Loans in a US Multiline Operator Environment,” 2009. 

 
Myth: An APR cap does not eliminate consumers’ ability to access credit. 
 

FACT: Under an interest rate cap, many regulated providers are unable to continue to offer small-dollar 
loans. Many consumer financial services providers close their doors, leaving consumers to face the costs and 
consequences of unmet financial obligations and little choice but to turn to costlier, riskier options. 

• APR caps harm eliminate critical choices for thousands of people who need credit.  



• Consumers’ need for credit does not disappear once these regulations are in place. Instead, they either cannot 
meet their financial obligations, or they are forced to choose costlier or less regulated options, such as 
unregulated loans or bankruptcy. 

• Several states have implemented APR caps and other restrictions on small-dollar credit, resulting in serious 
consequences for consumers and their ability to access credit.  

• Nine months after Illinois adopted a 36 percent interest rate cap in March 2021, nearly all licensed lenders had 
closed their doors as a result of the legislation.  

o Academic researchers examined the effects of the rate cap on the availability of credit and concluded the 

law significantly decreased credit options and worsened the financial well-being of many consumers.  

o A survey of former Illinois borrowers found that 79 percent would like the option to return to their previous 

lender if they had a funding need.  

o Recent research from the Urban Institute concluded that the Illinois rate cap had little to no impact on 

credit scores or the amount of debt in collections, suggesting the rate cap did not improve consumer 
welfare.   

• After South Dakota implemented a 36 percent rate cap that effectively eliminated the state’s regulated small-

dollar lending industry, a little over a year later, reports found that most small-dollar lenders did not renew their 

licenses. Pawn shops reported a rise in business.  

• One year after Oregon implemented a 36 percent interest rate cap, 75 percent of Oregon’s 360 small-dollar 
lending stores closed their centers. Consumer complaints against unregulated Internet lenders doubled, and 
nearly 70 percent of such complaints filed in 2010 were against unregulated online lenders. 

• A Federal Reserve Bank of New York study reported that people “bounced more checks, complained more 
about lenders and debt collectors, and have filed for Chapter 7 (‘no asset’) bankruptcy at a higher rate” after 
small-dollar lending was banned through interest rate caps in Georgia and North Carolina.  

 
Myth: A rate cap is in the best interest of consumers. 
 

FACT: Even consumer advocates calling for an interest rate cap know a 36 percent rate cap will eliminate 
consumers’ access to regulated small-dollar credit.  

• In testimony, interviews, and other remarks, many proponents of interest rate caps have admitted that a rate 
cap is an effective ban on many forms of consumer credit. This finding is affirmed by researchers and evidence 
from states with rate caps. 

• Some continue to advocate for this approach because they believe that some consumers shouldn’t have access 
to any form of credit. Others support rate caps because they benefit their own business objectives, positioning 
their services as more reputable while reducing competition. 

• In their own words: 

o Pew Charitable Trusts:  

▪ “Restrictive states either do not permit payday lending or have price caps low enough to eliminate 
payday lending in the state. This rate cap often is 36 percent APR.”  

▪ “Small loans that reach the scale needed to compete with payday lenders, meaning they are 
available to a large share people who would otherwise turn to high-cost credit, will necessarily 
have all-in APRs over 36 percent.”  

▪ “Our research indicates a 36 percent interest rate and $20 application fee will be inadequate to 
support a robust small-loan program in a safe and sound manner.” 

o Gary Reeder, formerly with Financial Health Network and former CEO of the American Fintech Council:  

▪ “[T]here is often a trade-off between cost and availability. We encourage policymakers to allow 
institutions to experiment along the cost and availability spectrum, including for products with 

https://link.springer.com/article/10.1007/s11127-023-01087-4
http://chrome-extension/efaidnbmnnnibpcajpcglclefindmkaj/https:/onlinelendersalliance.org/wp-content/uploads/2023/01/Illinois-Report.pdf
https://www.urban.org/research/publication/how-do-state-level-policies-alternative-financial-service-loan-aprs
https://www.argusleader.com/story/news/politics/2017/01/06/payday-lenders-flee-sd-after-rate-cap/96103624/


pricing above 36 percent APR. Policymakers should focus their efforts around understanding 
whether a product improves consumer outcomes in a measurable and demonstrable way rather 
than just filling immediate demand or meeting compliance requirements.” 

o National Association of Federally-Insured Credit Unions/Credit Union National Association  

▪ “A 36 percent annual percentage rate (APR) cap, however calculated, will mean financial 
institutions will be unable to profitably offer affordable small dollar loans to consumers. For a loan 
product to be sustainable, lenders must be able to recover costs. Costs include not only the cost of 
funds availability, but also costs related to compliance, customer service, IT, underwriting, 
administration, defaults, and, most notably – losses.”  

o Adam J. Levitin, Georgetown University Law Center 

▪ “The labor costs alone mean that it is not possible for a payday lender to profitably lend at 
anything close to 36% APR... And this is not counting other loan-specific costs — cost of funds and 
credit losses — or fixed and semi-variable expenses like rent, utilities, insurance, technology 
systems, advertising, customer service, and legal expenses, much less enough of a profit to 
attractive investment in the business.” 

o Robert Deyoung, Ronald J. Mann, Donald P. Morgan, and Michael Strain, Federal Reserve Bank of New 
York: 

▪ “…a 36 percent cap eliminates payday loans altogether. If payday lenders earn normal profits 
when they charge $15 per $100 per two weeks, as the evidence suggests, they must surely lose 
money at $1.38 per $100 (equivalent to a 36 percent APR)... In view of this, ‘36 percenters’ may 
want to reconsider their position, unless of course their goal is to eliminate payday loans 
altogether.”  

o Paige Skiba, Vanderbilt University: 

▪ “The typical interest rate caps implemented by policymakers are, in practice, no different than 
outright bans.”  

 
Myth: If an all-in 36 percent rate cap works for military servicemembers, it should work for all consumers. 
 

FACT: The Military Lending Act (MLA) effectively ended small-dollar lending to U.S. servicemembers and 
their families.  

• In compliance with the MLA and its all-in 36 percent APR cap, regulated consumer financial services providers 
do not offer short-term, small-dollar loans to active-duty servicemembers.  

• According to the Department of Defense (DoD) in its “Report on the Military Lending Act and the Effects of High 
Interest Rates on Readiness,” released June 30, 2021, "[F]inancial products such as payday loans and vehicle 
title loans…are effectively prohibited based on other provisions of the MLA." 

• The Government Accountability Office (GAO) determined that the DoD report used to justify the MLA was 
flawed and urged caution in interpreting its findings and recommendations. Other studies, including from 
faculty at the U.S. Military Academy, have also concluded that the MLA’s measures to restrict servicemembers’ 
access to short-term, small-dollar loans may be unnecessary and excessive. 

• After the adoption of the MLA’s APR cap, a number of reports – including from military aid societies – suggested 
that some servicemembers and military families have resorted to expensive programs offered by financial 
institutions, including "predatory or punitive overdraft practices."  

• Another likely scenario is that many servicemembers are turning to unlicensed, unregulated lenders, as has 
been the case in every state with comparable restrictions.



 

 
 

APPENDIX B 

 

INFiN BEST PRACTICES 

INFiN Members Must Abide by the Following Best Practices: 

1. COMPLIANCE.  A Member will conduct its business in full compliance with all federal and state laws and regulations, 
including the Dodd-Frank Wall Street Reform and Consumer Protection Act, those applicable to federally registered Money 
Services Businesses (“MSB”), and all other applicable federal consumer financial laws. A member will not charge a fee or 
rate for a financial product or service that is prohibited by applicable law. 

 

2. LICENSING/REGISTRATION. A member will register with the appropriate government agencies and hold and maintain all 
necessary business licenses to operate legally in the jurisdictions in which it offers financial products. A member that offers 
financial products through the Internet or other electronic modes shall be licensed or registered in each state where its 
customers reside (as required by applicable law) and shall comply with all requirements imposed by each such state.   

 

3. TRUTHFUL ADVERTISING AND FULL DISCLOSURE. A member will not knowingly advertise a financial product or service in 
any unfair, deceptive, or false manner. Additionally, a member will fully disclose the fees and costs of financial products 
and services in a clear and conspicuous manner in compliance with all state and federal laws and regulations. A member 
will comply with the applicable disclosure requirements of each state in which its products and services are offered and 
with applicable federal disclosure requirements including the Federal Truth in Lending Act and the Electronic Fund Transfer 
Act (Regulation E). 

 
4. RESOLVING CUSTOMER COMPLAINTS. Each member company shall maintain and post its own toll-free consumer hotline 

telephone number in each of its physical locations and on its website, as well as provide electronic means for consumers 
to submit complaints about a member company’s product or service. A member commits to responding to and resolving 
consumer complaints in a timely and appropriate manner. 

 

5. MAINTAINING PRIVACY. A member who possesses any non-public, personally-identifiable information about a consumer 
shall maintain the privacy of such information in accordance with all applicable state and federal privacy laws and 
regulations.   

 

6. APPROPRIATE COLLECTION PRACTICES. A member must collect past due accounts in a professional, fair and lawful 
manner. A member will not use unlawful threats, intimidation, harassment, or the threat of criminal action to collect 
accounts. The collection limitations contained in the Fair Debt Collection Practices Act (FDCPA) should guide a member’s 
practice in this area. 

 

7. INDUSTRY MONITORING. A member will assist the Association in monitoring the industry and will be expected to report 
suspected violations of these Best Practices to the Association. 

 

8. VENDOR MANAGEMENT. A member will manage its relationships with its outside vendors in order to promote 
compliance with all applicable laws and regulations and these Best Practices. 

 

9. SUPPORT BALANCED LEGISLATION. A member will work with legislators and regulators to support responsible legislation 
and regulation of the industry that is consistent with these Best Practices. 

 

10. DISPLAY OF THE MEMBERSHIP SEAL. A member shall prominently post the Association Membership Seal in all stores and 
on all member websites to alert customers to the member’s affiliation with the Association and adherence to the 
Association’s Best Practices. 

 



11. SMALL-DOLLAR LOANS. Members that offer small-dollar loan products (“small-dollar loans”), including single payment 
loan products (“single payment loans”) and multi-payment products (“installment loans”), shall abide by the following 
additional Best Practices:  

a. REQUIRED DISCLOSURE. For all small-dollar loans, a contract between a member and the customer must fully and 
completely set forth the terms of the transaction. Members shall disclose the cost of the service fee both as a dollar 
amount and as an annual percentage rate (“APR”) in accordance with the Federal Truth in Lending Act, and other 
applicable law.  

b. ENCOURAGE CONSUMER RESPONSIBILITY. A member will implement procedures to inform consumers of the 
appropriate and responsible use of small-dollar loans. These procedures may include the placement of a “Customer 
Notice” in the form provided below or substantially similar, on all marketing materials.  

 

c. RESPONSIBLE REPAYMENT OF SINGLE PAYMENT LOANS. For an unsecured single payment loan, a member shall 
comply with state law regarding repayment. In such cases where rollovers are authorized, a member will limit 
rollovers of an unsecured single payment loan to four (4) or the state limit where not otherwise limited by law. (A 
rollover is the extension of an outstanding advance by payment of only a fee.) 

d. AMORTIZATION OF INSTALLMENT LOANS. A member shall ensure that all unsecured installment loan products 
provide customers with a structure to reduce the principal balance over the term of the loan. 

e. EXTENDED PAYMENT PLAN -- SINGLE PAYMENT LOANS. For a single payment loan, a member will make available to 
customers who are unable to repay according to the original contract terms, the option of repaying the loan over a 
longer period (“Extended Payment Plan”) unless otherwise prohibited by state law. Such an Extended Payment Plan 
will be offered in compliance with any requirement in state law to provide an Extended Payment Plan or, in the 
absence of such a requirement in state law, in compliance with the Association’s Best Practice “Guidelines for 
Extended Payment Plans.” A member will adequately disclose the availability of the Extended Payment Plan to its 
customers in compliance with any requirement in state law for such a disclosure or, in the absence of such a 
requirement in state law, in compliance with the Association’s Best Practice “Guidelines for Extended Payment 
Plans.” 

f. DEFERRED PAYMENT(S) INSTALLMENT LOANS. A member that offers an installment loan shall ensure that a 
consumer who is unable to repay in a timely manner may be afforded options to deferred payment(s) in compliance 
with applicable State law without incurring prohibitive costs or penalties. 

g. USE OF AUTOMATED CLEARING HOUSE (ACH) SYSTEM. A Member will comply with all Rules of the National 
Automated Clearing House Association (NACHA), and any additional law or regulation related thereto, when using 
the ACH system. 

h. MILITARY. To the extent that any member does business with a Military "Covered Person" as defined by federal law, 
members will comply with all federal and state laws applicable to doing business with the military and related 
"Covered Persons." 

i. RIGHT TO RESCIND. Unless state law requires otherwise, a member will give its customers the right to rescind a 
loan, at no cost, on or before the close of the following business day.  

j. ABILITY TO REPAY. A member, before extending credit, shall undertake a reasonable, good-faith effort to determine 
a customer’s ability to repay the loan.  

 

CUSTOMER NOTICE: There are a wide variety of financial products available in the marketplace, so your choice 
should match your financial needs. Small-dollar loans used over a long period of time can be expensive. 

INFiN Best Practices are intended to cover all small-dollar loans made by members to the fullest extent that 
such practices are allowed by applicable laws and regulations. State or local laws and regulations may not 

permit implementation of some Best Practices for certain types of small-dollar loans. 



 
 
 
 

Testimony for Alaska Senate Bill 39 
Position: Oppose  

 
Patrice Onwuka 

Independent Women  
May 9, 2025  

 
Dear Alaska House Finance Committee,  
 
Independent Women is the leading women’s organization dedicated to 
advancing policies that expand people’s freedom, opportunity, and 
well-being.  

We have hundreds of motivated activists in Alaska fighting for 
common-sense policy solutions that improve women’s lives. We oppose laws 
that could harm financial security and economic mobility. That is why we are 
alarmed by Senate Bill 39, which would restrict access to lending options for 
Alaskans when they need it most. 

Many Alaska households face an affordability crisis today due to four years of 
high inflation and high interest rates. They are living paycheck to paycheck 
and teetering on the edge of financial ruin from an unexpected expense for 
which they cannot pay. 

We know from recent research that Americans who are cash-poor, meaning 
they don’t have cash to meet an unforeseen need, are largely young, female, 
and racial minorities. Many are unbanked or underbanked, have subprime 
credit, and cannot readily secure credit through traditional means such as 
banks and credit cards. They depend on different forms of credit, such as 
short-term loans from fintech lenders, to cover expenses. Fintech loans have 
improved borrower credit scores, particularly among lower-income, black, 
and Hispanic consumers.  

Seventeen percent of Alaskans (approximately 125,000) are unbanked or 
underbanked, lacking access to traditional banking services. Approximately 
230,000 individuals (31% of Alaskans) have limited credit history or poor/fair 
credit. Twenty-four percent (approximately 175,000 households) report 
difficulties covering usual expenses. Ninety-nine percent of businesses in 
Alaska are small businesses. 

For questions, email states@iwv.org.                                                     

https://www.akleg.gov/basis/Bill/Detail/34?Root=SB%20%2039
https://solofunds.com/wp-content/uploads/2025/01/2025-Cash-Poor-Report-011425.pdf
mailto:states@iwv.org


 

SB 39 would be detrimental to these women, individuals, and small 
businesses. This bill would apply a 36% rate cap on consumer loans up to 
$25,000.  

Our research into lending finds that when states impose limits on access to 
credit, consumers turn to costly alternatives that leave them more financially 
insecure. When lawmakers stifle short-term lending, these borrowers still 
need access to credit, forcing them to use even more pricey 
avenues—including higher-priced overdraft protection, bouncing personal 
checks, skipping utility bills, or underground market alternatives. 

Fintech platforms enable vulnerable communities to participate more fully in 
today’s tech-heavy economy. Without them and other lenders, people are 
forced to turn to the black market and are even less likely to have access to 
banking and loan products. 

However well-intentioned this bill may be, SB 39 would backfire by erecting 
barriers to financial products that fulfill pressing needs for these households.  

Thank you for your attention to this matter and your efforts to keep Alaskans 
free and prosperous. For these reasons, I caution the advancement of SB 39.  

 

Sincerely, 

 

Patrice Onwuka 
Director, Center for Economic Opportunity 
Independent Women 

 

For questions, email states@iwv.org.                                                     

https://www.iwf.org/wp-content/uploads/2022/06/Protecting-Lending-Services-For-Unbanked-Low-Income-Americans.pdf
https://www.realclearpolicy.com/articles/2023/01/20/how_illinois_is_harming_the_unbanked_876869.html
mailto:states@iwv.org
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