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KONRAD JACKSQON, Staff

Representative Kurt O son

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Presented HB 188 on behalf of the sponsor,
the House Labor & Commerce Standing Conmttee, Representative
Kurt O son, Chair.

LORI E HOVANEC, Director

Anchorage O fice

Di vision of Banking and Securities

Depart ment of Comrerce, Conmunity & Economi c Devel opnment ( DCCED)
Anchor age, Al aska

POSI TI ON STATEMENT:  Answered questions during the discussion of
HB 188.

DAVE SOVERS, Legislative Chair

Al aska Associ ation of Realtors

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified during the discussion of HB 188.

CLYDE (ED) SNI FFEN, JR , Senior Assistant Attorney General

Conmmrer ci al / Fai r Busi ness Section

Cvil Division (Anchorage)

Department of Law (DQL)

Anchor age, Al aska

PCSI TI ON STATEMENT:  Answered questions during the discussion of
HB 188.

ACTI ON NARRATI VE

3:27:49 PM

VICE CHAIR CRAIG JOHNSON called the House Labor and Comrerce
St andi ng Committee neet i ng to or der at 3: 27 p. m
Representati ves Johnson, Saddler, Thonpson, Chenault, Mller,

and Hol mres were present at the call to order.

HB 188- | NTEREST RATES

3:28: 04 PM

VICE CHAIR JOHNSON announced that the only order of business
would be HOUSE BILL NO 188, "An Act relating to the interest
that may be charged by express agreenent.”

3:28:29 PM
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KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legi slature, on behalf of the House Labor & Commerce Standing
Commttee, chaired by Representative Kurt O son, stated HB 188
woul d increase the maxinmum interest rate on a small |oan of
$25,000 or less. The rate would change fromthe current rate of
5.75 percent to an anount equal to the greater of 10 percent, or
five percent above the 12th Federal Reserve District interest

rate. He referred to a handout in nenbers' packets titled
"Federal Reserve Bank of San Francisco" that lists a history of
interest rates. In 1981, the last tinme this provision was
addressed, the Federal Reserve rate was 15 percent. He
expl ained that the current interest rate is 0.75 percent and the
maxi mum i nterest allowed is 5.75 percent. He further explained
that individuals are sonewhat |imted to carry a note due to the
low interest rate. This bill would raise that rate to a nore
reasonabl e nunber, which in turn may spur sales. He advi sed

that the sponsor was not aware of any opposition to the bill.
3:30: 52 PM

VICE CHAIR JOHNSON related his wunderstanding that this bill
would not affect the interest rate on a bank loan or credit
card. He offered his belief that HB 188 relates to individua
per son-to-person | oans and non-institutional | oans.

MR. JACKSON answered yes. He stated this question was raised

earlier. However, this bill does not relate to credit cards,
which are addressed in another chapter of Alaska statutes. He
explained that this bill is Ilimted to individual |oans of

$25,000 or under. This bill would not apply to larger |oans, he
sai d.

3:31:58 PM

VICE CHAIR JOHNSON asked whether this bill would apply to
"advance pay" |oans, just to be clear for the record.

MR. JACKSON agreed it does not apply to credit unions or other
types of |oans such as "advance pay" | oans.

3:32:10 PM

REPRESENTATI VE SADDLER asked for the definition of the nmeaning
of the term "express" agreenent.

LORIE HOVANEC, Director, Anchorage Ofice, Division of Banking
and Securities, Departnent of Commerce, Community & Economc
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Devel opnent (DCCED) clarified she is not speaking as an
attorney. She answered that the definition of express agreenent
is defined as sonething that is witten.

3:33:23 PM

REPRESENTATI VE CHENAULT asked whether anything in HB 188 would
set atine limt on the length of |oan terns.

MR. JACKSON answered that the terns would be determ ned between
the borrower and the individual. This bill would nmake a m nor
change in statute. This specific provision in statute does not
pertain to time |lines on |oans.

3:33:55 PM
REPRESENTATI VE SADDLER asked who woul d track the | oans.

MR. JACKSON rel ated his understanding that the |oans are between
i ndi vi dual s so he was unsure of who would track the | oans.

M5. HOVANEC answered that the Division of Banking and Securities
does not track or regulate individual |oans between individuals.

3:35:12 PM

REPRESENTATI VE SADDLER asked how the state would regulate and
track these | oans.

MR. JACKSON related that the only change is in the interest rate
so the same question would pertain to existing |aw He
expl ai ned that he was not aware of anyone who would track | oans
bet ween i ndi vi dual s.

VI CE CHAI R JOHNSON poi nted out that individuals would have civil
recourse options.

MR. JACKSON agr eed.
3:36: 37 PM

DAVE SOMERS, Legislative Chair, Alaska Association of Realtors

stated he has over 25 years experience as a broker. He
expl ained that a nunmber of transactions occur in which a buyer
and seller are does not aware of this provision in statute. He
did not have specific nunbers of these types of |oans for the
conmittee. However, he related that abundant |and parcels are
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avai l abl e in Fairbanks and North Pole areas with lots ranging in
price from $10,000 to $25, 000. He was uncertain how nany
transactions exceed the 5.75 percent interest rate, but he
believed the current average interest rate for owner financing
buyers have nentioned ranges from 6.5 to 8 percent. He stated
that figure tends to float with the general rates of the market.
He offered his belief that some of these sales do not happen
since title conpanies wll not close on the |ow interest
transactions, such as land sales in Homer. He said that the
statutory interest rate limt of 5.75 percent does not serve to
protect people but inhibits their ability to sell real estate.
He related that the sellers often do not want to enter into
|l ong-term contracts with the rate that low. In response to Vice
Chair Johnson, M. Sonmers answered that the Al aska Association
of Realtors fully supports HB 188.

3:38: 46 PM

CLYDE (ED) SNIFFEN, JR, Senior Assistant Attorney GCeneral,
Comrercial/Fair Business Section, Cvil Dvision (Anchorage),
Department of Law (DOL), said the Departnent of Law does not
have any concerns with HB 188.

3:39: 03 PM

VICE CHAIR JOHNSON, after first determning no one else w shed
to testify, closed public testinony on HB 188.

3:39:16 PM

REPRESENTATI VE THOVPSON noved to report HB 188 out of commttee
with individual recomendations and the acconpanying fiscal
not es. There being no objection, HB 188 was reported from the
House Labor and Commerce Standing Commttee.

3:40: 10 PM
ADJ OURNNMENT
There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
3:40 p. m
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