HOUSE FI NANCE COWM TTEE
April 21, 2004
8:43 A M

TAPE HFC 04 - 91, Side A
TAPE HFC 04 - 91, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 8:43 A M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft

Representati ve Hugh Fate
Representative Ri chard Foster
Representative M ke Hawker

Represent ati ve Reggi e Joul e
Representative Carl Mses
Representative Bill Stoltze

VEMBERS ABSENT

None
ALSO PRESENT

Representative Bruce Wyhrauch; Representative Tom Anderson;
Greg O Caray, Comm ssioner, Departnment of Labor & Workforce
Devel opnment; Patrick Luby, Legislative Director, Alaska

Associ ation of Retired Persons (AARP), Juneau; Josh
Appl ebee, Staff, Representative Tom Anderson; Mario Lim
Juneau; Sal Lunba, Immgration Goup, Juneau; Guy Bell,

Director, Division of Adm nistrative Services, Departnent of
Labor & Workforce Devel opnent; Deborah Fink, Cash Al aska,
Anchor age

PRESENT VI A TELECONFERENCE

Ed Sniffen, Assistant Attorney General, Departnent of Law,
Anchorage; Mark Davis, Drector, D vision of Banking,
Securities and Corporations, Departnent of Comunity &
Econom ¢ Devel opnment, Anchorage; Angela Liston, Alaska
Catholic Conference, Eagle River; Steve Cary, Executive
Director, Alaska Public Interest Research Goup (AkPIRG,
Anchorage; Jim Davis, Alaska Legal Services, Attorney,
Anchor age; Bud W/Ison, Cash Al aska, Anchorage
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SUMVARY

HB 379 An Act establishing an office of «citizenship
assistance in the Departnent of Labor and
VWor kf orce Devel opnent.

HB 379 was reported out of Conmttee wth a “do
pass” recommendation and with a new fiscal note by
t he Departnent of Labor & Wborkforce Devel opnent.

HB 389 An Act relating to certain nonetary advances in
whi ch the deposit or other negotiation of certain
instrunments to pay the advances is delayed until a
| ater date; and providing for an effective date.

HB 389 was HEARD and HELD in Committee for further
consi derati on.

#HCR28

HCR 28 Relating to the socioeconom c inpacts of salnon
harvesting cooperatives.
HCR 28 was SCHEDULED but not heard.

#HB379

HOUSE BILL NO._ 379

An Act establishing an office of citizenship assistance
in the Departnent of Labor and Workforce Devel opnent.

REPRESENTATI VE BRUCE WEYHRAUCH, SPONSOR, stated that HB 379
would create an office to assist naturalized citizens and
citizen candidates in Al aska. HB 379 would establish the
Ofice of Ctizenship Assistance in the Departnment of Labor
and Wor kf orce Devel opnent. Nat uralized citizens and people
who are actively pursuing United States citizenship could
recei ve hel p navigating through State enploynent and federal
i mm gration agencies.

The Ofice of Ctizenship Assistance would also act as a
| i ai son between individuals, the Ofice of the Comm ssioner
and State and federal agencies as well as the private
sector. Under the legislation, the Ofice would assist in
imm gration services, enploynent services, affordable |egal
service, nedical services, and educational opportunities.
I nformati on woul d be avail abl e regardi ng job discrimnation,
sexual harassnment and unsafe working conditions.

Representative Wyhrauch noted that Alaska has a rich
hi story of immgration. Through the legislation, the Ofice
woul d be sensitive to the diverse cultural backgrounds of
those it would serve and the Ofice would bridge the
transition of adjustnent for 1incomng new citizens to
Al aska.
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Representative Fate asked at this tinme how many citizens
coul d use the service. He noted the fiscal inpact and was
concerned that the State would be assuming the “job” of the
federal government. Representative Weyhrauch responded t hat

the work of the bill would not be in doing the job of the
U. S. governnent. He enphasi zed that the federal governnent
has not been helpful with these types of issues. The

federal governnent is the problem by continually placing
i npedi nents before these people who are attenpting to get
i mm gration status. He pointed out that they are very
unr esponsi ve, mentioning that his office has witten
nunerous letters for six-nonth periods and received no
response. They do not address the work in a tinmely manner.

The proposed State agency would not be providing free |egal
services, immgration or naturalization. The | egislation
pr oposes an Ofice to facilitate di scussi on and
comuni cati ons between individuals who want to work in a
free society and the situations that inpede them He
stressed that the Ofice is intended to assist and
facilitate comrunication in enploynment opportunities. That
is not the work of the federal governnent.

Representative Fate inquired if the intent was primarily to
help with citizenship and/or jobs. He was concerned that it
m ght create conpetition for local residents attenpting to
get jobs. Representative Weyhrauch acknow edged that was a
possibility, however, the intent is citizenship assistance.
A State enployee would not be allowed to discrimnate over
race or color, noting that some of these people have
difficulty even speaking English

Vice Chair Meyer inquired if such an office has ever
exi st ed. Representative Weyhrauch expl ained that Senator
Kelly from Fairbanks previously introduced a bill, which
went nowhere. Vice Chair Meyer understood that there had
been a simlar position wthin Legislative Affairs.
Representative Wyhrauch clarified that in 2000, Senator
Hal ford, then the Senate President, created a job service
through legislative funding to help with that type of
concern and at that tinme, the Legislature saw it as
val uabl e.

Vice Chair Meyer asked if it should be relocated in
Legislative Affairs Agency and then it could be helped

through Legislative influence. Representative Wyhrauch
commented that placing it there would not necessarily renove
the struggles of bureaucracy. The intent of the bill is to

guarantee that the position is created.
In response to Vice Chair Myer’s query, Representative

Weyhrauch commented that it is inportant to have the Ofice
as a matter of policy within State governnent. There is an
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understanding in the Executive Branch that it is inportant
for such an agency to act in a cohesive, consistent and
ongoi ng manner . Vice Chair Meyer agreed that the position
shoul d exist, however, thought that it should remain under
| egi sl ative jurisdiction.

Representati ve Hawker pointed out that presently, there is
the State Orbudsnmen’s O fice. He thought that the service
proposed in HB 379 could be perforned within that Ofice
with the existing budget. Representative Wyhrauch
responded that was possible, however, that Ofice does not
approach the sane issues addressed by the legislation. The
State Onbudsnen’s Ofice is generally staffed by an Anmerican
US citizen and nost often deals wth issues of the
Executive Branch. The proposed Ofice would help those that
need assistance wth either enploynent or interpretive
services to assist in dealing wth enpl oynent problens. He
acknowl edged that it does have an “onbudsnen’s flavor” and
noted that had been considered as a potential option but it
becanme obvious that it was different and did not fit for
t hose specific specialized services.

Representative Hawker referenced the fiscal note, which
woul d fund one range 17 enployee and office supplies. The
largest |ine item is interpreter fees. He asked if
directing the Orbudsnmen’s O fice to undertake the m ssion

then instead of a $112 thousand dollar fiscal note, allocate
t hem $24 thousand dollars for the interpreter fees and the
use of their office supplies. Representative Wyhrauch
noted that he did question the assunptions of the fisca

not e. He recommended that the fiscal costs be directed to
t he Departnent of Labor & Workforce Devel opnent.

Co-Chair Harris asked if the position had ever been seated
within the Departnent of Labor & W rkforce Devel opnent
before. Representative Wyhrauch stated that the Depart nent
has worked hard to accommobdate these types of issues and
request ed t hat Comm ssi oner O d aray addr ess t hat .
Representative Weyhrauch interjected that it is not just one
particular nationality or group of people involved, noting
that he was astonished at how nmany foreigners cone to
Al aska. Most often these people work extrenely hard,
soneti nmes having three jobs.

GREG O CLARAY, COWM SSI ONER, DEPARTMENT OF LABOR, comrent ed
on the bill and requested that M. Bell address the fiscal
concerns identified by the Conmttee nenbers.

GQUY BELL, DI RECTOR, DIVISION OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF LABOR & WORKFORCE DEVELOPMENT, conmented that

the fiscal note had been nodel ed after the bill sponsored by
Senator Kelly from three vyears ago. That note was
substantially larger than the proposed note. It had two or
t hree positions associ at ed W th it and i ncl uded
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substantially higher travel and operating costs because it
woul d have established offices in both Juneau and Anchor age.
That note was used as the starting point. M. Bell rem nded
menbers that there is very restrictive use of nonies that
the Departnent receives from the federal governnent. The
request had to becone a general fund cost, as it is a
special service beyond what is authorized in the federal
pr ogram It was determned that one position would be
needed and located in Juneau with a limted travel budget
for a fewtrips to Anchorage and other parts of the State, a
contract ual budget for basic office costs, and the
interpreter service costs. He called that service a “soft”

itemas it is not known what services will be required. He
noted the possibility that the Ofice mght be able to find
volunteers for that service. M. Bell thought that they

could lower the interpreter service portion of the note from
$24 thousand dollars to $4 thousand dollars.

M. Bell concluded that the position would be located in the
Comm ssioners Ofice on the basis that it should report
directly to the Commissioner rather than a division
director, given the broad range of responsibilities.

Co-Chair WIllians asked if the note would be reduced. M.
Bell| responded that the Departnent would reduce it by $20
t housand dol | ars.

Co-Chair Harris inquired if an interpreter would be making

$120 dollars an hour. M. Bell replied that the dollar
nunber of the proposed note had been taken fromthe previous
bill and the assunption was not questioned. He reiterated
that it was a soft cost.

Co-Chair Harris thought the bill was a good idea, noting
that he would support the bill with the reduction to the
fiscal note. Representative Wyhrauch inquired if the
supply and furnishing dollar anmpbunt had cone from the
Legislative Affairs note. M. Bell replied that had been

the Departnent’s own internal determnation for a persona
conputer, a printer and basic phones. The Departnent felt
it would be appropriate to have sonme basic information
material printed and produced and a description of services

the office would offer. He added that those are the cost
conponents that are standard when creating any type of
Ofice. Representative Wyhrauch pointed out that there

currently are desks and cubical spaces in the office
bui | di ngs. He thought that since they already exist, why
could they not be noved.

Representative Chenault proposed that HB 379 mght be
special |egislation. He referenced the total operating
costs for FY06, which are different from what is requested
in the funding source. M. Bell enbarrassingly noted that
the Departnent had nmade an addition mstake and that the
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cost shoul d have been $106. 1 t housand dol | ars.
Representative Chenault indicated his support of the bill
acknow edging the difficulty that these peopl e experience.

Representati ve Hawker referenced |anguage indicating what
the O fice intends to acconplish. He asked if there already
were operations in the State systemthat could address these
concerns. Conmm ssioner O O aray acknow edged that each job
center does offer a wide array of resources on a |limted
basi s. The Ofice proposed in the legislation would be
focused on particul ar probl ens.

Representative Hawker pointed out that this is a statew de
issue. He inquired if spreading the mssion to the outline
job centers throughout the State could further reduce the
fiscal note. He warned that since the problemis statew de,
how would the renote sites access the information.
Comm ssioner O Claray responded that with the installation
of a fax machine and email systens, the Ofice could be
specifically focused.

Representative Hawker asked if there were federal or any
ot her source f unds avai l abl e for this activity.
Comm ssioner O Claray replied that there are not and that
the services nostly are intended to deal with Immgration
and Naturalization Service (INS).

Representative Fate asked if there were ways to identify
peopl e seeking citizenship in other areas of the State and
outside of Juneau. Comm ssioner O Caray replied that they
could absolutely handle those cases. The bill provides
addi ti onal services beyond what is normally addressed in the
job centers and is intended to provide nore intensive core
services rather than routine enploynent services.

MARIO LIM JUNEAU, commented that he had been the first
person who manned the Ofice through Legislative Affairs.
He stressed that the need is enornous. There is a conradery
within the mnorities with a deep dislike of the white
peopl e because of how difficult things have been in the
past. M. Limpointed out that there is no one in the State
supporting the people wth these types of concerns. He
pointed out that these people are also helping to support
the State. He enphasized that there is an enornous need for
the people that cannot speak English and as a mnority,
there is a trenmendous anount of discrimnation. He urged
that the bill be adopted, as it is a statew de issue.

Vice Chair Meyer asked where his work is done. M. Lim
replied that his work is done statewide. Vice Chair Myer
questioned if the position would be better located in
Anchorage where the larger population |Ilives. M. Lim
responded that in the age of technol ogical assistance, the
position could be | ocated anypl ace statew de.

House Fi nance Committee 6 04/ 21/ 04 8:43 AM



SAL LUMBA, | MM GRATI ON GROUP, JUNEAU, urged support for the
| egi sl ati on.

Representative Foster MOWED to report HB 379 out of
Commttee wth individual recomendations and wth the
adj usted new fiscal note. There being NO OBJECTION, it was
so ordered.

HB 379 was reported out of Commttee with a “do pass”
recommendation and with a new fiscal inpact note by the
Departnent of Labor & Workforce Devel opnent.

#HB389
HOUSE BI LL NO._ 389

An Act relating to certain nonetary advances in which
the deposit or other negotiation of certain instrunents
to pay the advances is delayed until a |later date; and
providing for an effective date.

Co-Chair Harris MOVED to ADOPT the work draft #23-LS1341\U
Banni ster, 4/20/04, as the version of the |egislation before
the Commttee. There being NO OBJECTIQN, it was adopted.

REPRESENTATI VE TOM ANDERSON, SPONSOR, noted that the bill
would create a franmework for regulatory oversight of an
industry that is currently doing business and serving
consuners across the State. HB 389 does not create an
industry; it is sinply providing oversight to current
practices to ensure sone |level of consuner protection. He
commented that if the practice was banned from the State,
consuners woul d then take advantage of the offers online or
frombanks with out-of-state branches that offer the product
and often at higher fees.

Representative Anderson stated that these are not standard
| oans, they do not fall into the sanme category either in
anmount or in length. They would best be described as short-
term conveni ences.

Representati ve Anderson commented that his office has worked
with the Departnent of Law and the D vision of Banking and
Securities to come up wth HB 389, which adheres to two
i nportant principals:

. Consuner protection — shielding citizens from
unconscionable fees and predatory |ending
tactics; and

. Busi ness protection — allow ng businesses
that are filling a legitimte need for the
Al askan consuner to oper ate w t hout
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unreasonabl e regulatory burdens that would
force them out of business.

Represent ati ve Anderson added that HB 389 provides:

e Mninmm standards for |icensure;

e Maxi mum | oan anount;

e Maxi mum nunber of “roll overs”;

* Bondi ng requirenents;

e Penalties; and

e Framework for oversight and exam nati on

ED SN FFEN, (TESTIFIED VIA TELECONFERENCE), ASSI| STANT
ATTORNEY GENERAL, DEPARTMENT OF LAW ANCHORAGE, offered to
answer questions of the Conmttee.

ANGELA LI STON, (TESTIFIED VIA TELECONFERENCE), ALASKA
CATHOLI C  CONFERENCE, EAGLE Rl VER spoke against the
| egi slation. She commented that the bill would |egalize an
i ndustry that nakes a profit on the working poor. It would
charge huge interests rates on that group of people. She
noted that it had been conpared to a credit card cash
advance; however, she pointed out that no credit card
charges 490% on its cash advances. She stressed that HB 389
was poor public policy. She requested that if the
| egislation is passed, that it be anended to allow a m ni nrum
term of 30-days on any |loan with a maxi mum of $50-$100 f ee.

TAPE HFC 04 - 91, Side B

Ms. Liston continued discussing the repercussions of the
i nterest, which could be addressed by anmending the bill to a
30-day termrather than the 14-day term

STEVE CLARY, (TESTIFIED VIA TELECONFERENCE), EXECUTI VE
DIl RECTOR, ALASKA PUBLI C | NTEREST RESEARCH GROUP (AKPIRG,
ANCHORAGE, testified that AkPIRG opposes the bill in its
current form To charge vul nerable consuners in need for
short-term | oans over 400% i nterest is unconceivable. O her
states have been addressing simlar legislation placing a
limt on the interest rates that can be charged. He
proposed a conpromse in attenpting to figure out how to
keep the industry around for those that do need a short-term
| oan and a way to protect the consuners.

M. Cdary discussed that there are two ways to reduce the
annual percentage rates by either reducing the anount of
noney charged or increase the tine. AkPI RG supports the
i dea of extending the amount of the loan time from 14 days
to 30 days, which would divide the interest rate charged to
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consuners in half. Anot her change that would protect the
consuner would be to limt the anount of rollovers.

M. Cary was pleased to see the industry will now have to
report to the Division of Banking, however, if that Division
does not have nore staff to adequately review these
docunents, will result in another cause of concern for the
consurrer.

Representative Croft asked the status of the current
| awsui t . M. Cdary advised that Al aska Legal Services
Corporation has a case before the bar which challenges that
payday | oans not be granted an exenption fromthe Small Loan
Act. That General Usury Act usually caps interests rates at
10. 25% the Small Loan Act caps it at 36% The Al aska Legal
Services Corporation is representing the consuner who
bel i eves that payday | enders should fall under those caps.

BUD WLSON, (TESTIFIED VIA TELECONFERENCE), CASH ALASKA,
ANCHORAGE, offered to answer questions of the Conmttee.

JIM DAVIS, (TESTIFIED VIA TELECONFERENCE), ALAKSA LEGAL
SERVI CES, ATTORNEY, ANCHORAGE, addressed issues of concern
in the bill. He noted that there is a pending |awsuit
before the court against a payday |ender chain known as
Al aska First Cash. He pointed out that those businesses are
already regulated through the Alaska Small Loans Act and
that they have been violating that act for sone years. The
case Wi ll be decided by the Superior Court in June.

M. Davis clained that the Ilegislation has been brought
forward because the |lawsuit points out that these business

are violating that Act. HB 389 is a neans to create
legality for sone business that are already illegal in
Al aska. He pointed out that the legislation would allow

peopl e that have needs to get |l oans at a 400%interest. The
question is not whether people have needs but rather that
there should be some sort of regulation on the interest.
Loan sharking is illegal and the bill would nake it |egal.
M. Davis maintained that the legislation is not in the
consuner’s interest and that it would not neet the rollover
and cap intent.

M. Davis pointed out that there is concern whether or not
the D vision of Banking could nonitor the data. | f honest
data is reported to the Division, the only way that it would
be neaningful is if there was enough staff in that D vision.

The nunber of |enders would not be reported. There will be
societal problens resulting from the small suits wth no
| egal representation. M. Davis enphasized that payday

| enders are asking for authorization for a lending rate used
by crime famlies. The |legislation has been brought forward
only to end a lawsuit currently before the courts.
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Representative Croft questioned if other |awsuits have held
that they were exenpted fromthe usury exception. M. Davis
replied not to his know edge. Alaska is uniqgue because of
the Smal|l Loan Act.

Representative Croft asked what would be the appropriate

regulation of the industry. M. Davis responded that
consuner groups should be considered when naking that
determ nati on. He wunderstood that the legislation only
addresses what would work for the payday |enders. The

consuner groups have had no opportunity for input.

DEBORAH FI NK, CASH ALASKA, ANCHORAGE, testified in support
of the legislation. She noted that there currently is a
| awsuit and that presently, 44 states are regulated in a
nore |iberal manner than proposed in the |egislation. She
stressed that HB 389 is one of the stronger consuner
protection bills dealing with the industry in the United
St at es. The lawsuit was based on the prem se that past
| egi sl ative groups in 1955 before statehood, and in 1981 &
1993 were “too dunmb to figure out” when they increased the
small | oan exenption that neant there would not be any
interest requirenents or limts on those people. She
mai nt ai ned that the | egislatures involved clearly understood
that small |oans would not be available if the market was
not allowed to regulate the anounts, because no one would
provide the service. Under the consuner rate proposed, the
| enders would be able to charge | ess than 50 cents per $100
| oan w thout the proposed provisions. The legislative
bodi es neant to exenpt the |oans from any regul ated interest
rate. The exenption was raised to keep up with inflation

She mai ntai ned that consuners |ove these |oans. Those that
argue against the loans don’'t use them The industry is
happy to do the loans at $15 per $100 for a couple week
period of tine.

Ms. Fink maintained that sone of the nunbers mentioned in

previous testinony were incorrect. She referred to the
recommendation that there be a conpromse and extend the
termse to 30 days. Ms. Fink pointed out that would be

cutting their inconme in half. Money does not grow on trees.
At the present configuration, there is only a 10% profit
mar gi n. It would be inpossible to continue |ending under
that type of termexcept for the Internet dealers. |Internet
is operating in all states, legally, with no regulations.
That industry will growif there is no legislation in Al aska
that permts the industry to provide service for the public
to utilize.

Ms. Fink advised that the bill puts forth a | ot of consuner
protections. She stated that only six people have
conpl ai ned. It is a service that only the people that
utilize it wunderstand. It is not a traditional bank
situation. Annual percentage rates are based on naking
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paynents over twelve nonths and what happens in the industry
are two-week |oans. She clained that these are not
desperate people getting the |oans. Payday | oans cost |ess
t han a bouncing a check which can anmount to $43-$48 per one
bad check. She reiterated that these are not dunb people.
They are wusually young people in the collection phase of
their Ilives. Statistics show that 56% of these borrowers
have sone sort of college education. Ms. Fink enphasized
that the service is inportant and that it nust stay
avai |l abl e.

PATRI CK LUBY, LEQ SLATIVE DI RECTOR, ALASKA ASSOCI ATION OF
RETI RED PERSONS (AARP), JUNEAU, testified on behalf of the
76,000 AARP nenbers in Alaska, in strong opposition to HB
389 regarding deferred deposit advances, also known as
payday | oans, sponsored by the House Labor and Comerce
Comm ttee. Under the plain |anguage of Al aska s general
usury statute and snmall | oans act, the maxinuminterest rate
of 36% under the wusury statute should apply to payday
| endi ng. HB 389 would elimnate the cap on interest rates
for those | oans and all ow usurious | ending.

There are reasons why the federal governnent, the Consuner
Federation of Anmerica, Consuner’s Union, the National
Consuner Law Center and AARP consi der payday |oan operators
as predatory l|lenders. Payday |oans usually affect the nost
vul nerabl e segnent of the population - those that cannot
secure credit or a small loan from traditional financial
institutions, often because the |loan anmount is small or they
do not have the necessary collateral. Those who |ive from
paycheck to paycheck nust resort to “fringe” banking
servi ces such as payday loans if an enmergency ari ses.

M. Luby continued, cash-strapped consuners rarely have the
ability to repay the entire |oan when their payday arrives
because that would |l eave themwth little to nothing to live
on wuntil the next paycheck. Lenders then encourage
consuners to rollover or refinance one payday loan wth
another. The result is that the consuner pays another round
of charges and obtains no additional cash in return. |If the
consuner cannot repay the loan in tw weeks, however, the
loan is rolled over into a new payday |oan, and the annua
percentage rate junps to a staggering 917%

M. Luby pointed out that the legislation would |egalize
payday |oans, thereby, authorizing interest rates that
exceed State usury limts nore than ten tines. At m ni num
HB 389 would allow loans of up to $500 be nmde at a 15%
interest rate, which translates to an annual percentage rate
(APR) of 391% It would also allow payday | enders to charge

an origination fee, wth no limt set. Al t hough the
origination fee is not considered interest in the bill, in
fact, it would have the identical effect, as the consuner

nmust repay the fee to renew the | oan.

House Fi nance Committee 11 04/ 21/ 04 8:43 AM



In addition, the legislation allows what are known as “touch
and go” |oans, where borrowers can take out a new | oan
imedi ately after paying off an old loan, resulting in
borrowers entering a never-ending cycle of using two | enders
to continually pay off each other, while plunging the
borrower into ever-deeper debt.

M. Luby stated that as indicated, to renew the |oan,
consuners would have to repay the origination fee as well as
the $15 per $100 | oan charges. Research in several states,
such as Illinois, Indiana, and Wsconsin, show that
consuners typically take out 10-12 payday | oans a year. The
consuner repays the interest over and over again to extend
the loan term as they do not have the noney to repay the
principal. The limt on renewals in the bill would not end
the practice in any way. There is no limt on the nunber of
| oans that could be taken out by the consuner, just a limt
on the dollar anmount from one lender or its affiliates.
Consuners often have multiple loans outstanding from
mul tiple | enders, using one |oan to pay off another.

AARP, in collaboration with the Consuner Federation of
Anmerica, Consunmer’s Union, and the National Consuner Law
Center, has been working on predatory lending issues for
several years. As part of the effort on predatory | ending,

the organi zati ons have developed a nodel bill recognizing
that consuners, particularly those who are “unbanked,” may
have a need for small |oans but they should not pay usurious

rates to receive them Further, the repaynent terns of the
| oan nmust be reasonable so consuners are not trapped in
debt . The nodel bill calls for a repaynent period of two
weeks for every anmount borrowed, which allows consuners to
pay back their |oans w thout having to go deeper into debt.
AARP al so advocates a 36% annual interest rate cap, which is
consistent wth Alaska s existing Small Loan Act. The nodel
al so prohibits lenders fromextending | oans to consunmers who
al ready have $300 outstanding in payday |oans, either from
the same |lender or any other |ender. Payday |oans are
heavily marketed in | owinconme areas and near mlitary bases
as “fast, easy, credit” with no credit checks, a practice
consi dered predatory. AARP has found payday |enders who
mar ket to ol der persons who have high nedical costs or high
prescription costs by encouraging retirees to treat their
Soci al Security check |ike a paycheck.

M. Luby pointed out that many of the AARP nenbers are
vet er ans. It is particularly onerous that payday |enders
target young mlitary famlies who, because of deploynent
overseas, may find thensel ves cash-strapped. Consuners who
are considered high-risk borrowers often have a difficult
time getting credit on reasonable terns, but they deserve
protection from deceptive and unfair |ending practices. M.
Luby strongly wurged that the bill not be noved from
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Committee.

HB 389 was HELD in Commttee for further consideration.
#

ADJ QURNVENT

The neeting was adjourned at 10:05 A M
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