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I n t r o d u c e d :  2 / 8 / 7 9
R e f e r r e d :  C o m m e r c e  a n d

F i n a n c e

BY T H E  C O M M E R C E  C O M M I T T E EI N  T H E  S E N A T E

S E N A T E  B I L L  NO. 118

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

E L E V E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to s m a l l  l o a n s . "

BE  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALAS K A :

* S e c t i o n  1. A S  0 6 . 2 0  Is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

Sec. 0 6 . 2 0 . 2 8 5 .  O P E N - E N D  L O A N S .  (a) A l i c e n s e e  m a y  m a k e  o p e n - e n d  

l o a n s  not e x c e e d i n g  a n  a g g r e g a t e  t o t a l  o f  $ 5 , 0 0 0  a n d  m a y  c o n t r a c t  f o r  

a n d  r e c e i v e  i n t e r e s t  o n  o p e n - e n d  loans as p r o v i d e d  i n  AS 0 6 . 2 0 . 2 3 0 .  

I n t e r e s t  o n  o p e n - e n d  l oans m a y  be c o m p u t e d  d a i l y  or m o n t h l y  o n  t h e  

u n p a i d  p r i n c i p a l  b a l a n c e  or the a v e r a g e  u n p a i d  p r i n c i p a l  b a l a n c e  if t h e 

I n t e r e s t  c h a r g e d  as a r e s u l t  of t h e s e  c o m p u t a t i o n s  does not e x c e e d  t h e  

r a t e s  s t a t e d  i n  A S  0 6 . 2 0 . 2 3 0  w h e n  the i n t e r e s t  is c o m p u t e d  a c c o r d i n g  to 

t h e  I n t e r e s t - b e a r i n g  o r  a c t u a r i a l  m e t h o d .

(b) T h e  b i l l i n g  c y c l e  f o r  o p e n - e n d  l oans is m o n t h l y ,  a n d  t h e  

u n p a i d  p r i n c i p a l  b a l a n c e  o n  a  c e r t a i n  d a y  is c o m p u t e d  b y  a d d i n g  t o  t h e  

b a l a n c e  u n p a i d  o n  the b e g i n n i n g  of t h a t  day, or t h e  a v e r a g e  u n p a i d  d a i l y  

b a l a n c e  f o r  t h a t  b i l l i n g  cycle, all a d v a n c e s  a n d  o t h e r  p e r m i s s i b l e  

a m o u n t s  c h a r g e d  to t h e  b o r r o w e r  a n d  d e d u c t i n g  all p a y m e n t s  a n d  o t h e r  

c r e d i t s  m a d e  o r  r e c e i v e d  t h a t  day.

(c) A  l i c e n s e e  m a y  s e c u r e  t h e  p a y m e n t  of a n  o p e n - e n d  l o a n  i n  t h e  

s a m e  m a n n e r  a s  o t h e r  l oans u n d e r  th i s  c h a p t e r  m a y  b e  s e c u r e d .

(d) T h e  l i c e n s e e  s h a l l  d e l i v e r  a c o p y  of th e  o p e n - e n d  l o a n  a g r e e ­

m e n t  t o  t h e  b o r r o w e r  a t  t h e  t i m e  t h e  o p e n - e n d  l o a n  a c c o u n t  is o p e n e d .

T h e  o p e n - e n d  l o a n  a g r e e m e n t  m u s t  c o n t a i n  t h e  name a n d  a d d r e s s  o f  t h e  

l i c e n s e e  a n d  t h e  b o r r o w e r  a n d  m u s t  c o n t a i n  d i s c l o s u r e s  o f  f i n a n c e  

c h a r g e s  a n d  a g r e e d  t e r m s  a s  m a y  b e  r e q u i r e d  b y  r e g u l a t i o n s  a d o p t e d  b y
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t h e  d e p a r t m e n t  a n d  the Board o f  G o v e r n o r s  of the Fede r a l  R e s e r v e  System.

(e) At the en d  of e ach b i l l i n g  c y c l e  in w h i c h  t h e r e  is a n  o u t­

s t a n d i n g  b a l a n c e  i n  the a c c o u n t  for w h i c h  a f i n a n c e  c h a r g e  is imposed, 

th e  l i c e n s e e  s h a l l  deli v e r  to the b o r r o w e r  a s t a t e m e n t  in the for m  

r e q u i r e d  b y  r e g u l a t i o n s  a d o p t e d  b y  the d e p a r t m e n t  an d  the B oard of 

G o v e r n o r s  of t h e  F e d e r al  R e s e r v e  S y s t e m .

Sec. 0 6 . 2 0 . 2 8 7 .  CR E D I T  I N S U R A N C E  ON O P E N - E N D  LOANS. (a) A l i c e n­

see m a y  o b t a i n  c r e d i t  life, d i s a b i l i t y ,  and p r o p e r t y  i n s u r a n c e  on o p e n -  

e n d  loans u n d e r  this chapter. T h e  i n s u r a n c e  o b t a i n e d  b y  a l ic e n s e e 

s h a l l  s a t i s f y  the r e q u i r e m e n t s  of AS 21.57.

(d) T h e  l i c e n s e e  shall c a l c u l a t e  the cha r g e  for credit life or 

d i s a b i l i t y  i n s u r a n c e  in each  b i l l i n g  c y c l e  by a d d i n g  to the u n p a i d  

b a l a n c e  in the b o r r o w e r ' s  a c c o u n t  the c u r r e n t  m o n t h l y  p r e m i u m  rate for 

the c o v e r a g e  r e q u i r e d  at the r a t e  set u n d e r  AS 21.57, u s i n g  the m e t h o d  

s p e c i f i e d  in th e  loan a g r e e m e n t  for d e t e r m i n i n g  the u n p a i d  balance.

(c) A l i c e n s e e  may not ca n c e l c r e d i t  life or d i s a b i l i t y  i n s u r a n c e  

o b t a i n e d  for a n  o p e n - e n d  loan if the b o r r o w e r  is d e l i n q u e n t  in p a y i n g  

h i s  m o n t h l y  i n s t a l l m e n t s  u n l e s s  an i n s t a l l m e n t  is d e l i n q u e n t  for 90 days 

o r  longer. T h e  l i c e n s e e  s h a l l  a d v a n c e  to the i n s u r e r  am o u n t s  n e c e s s a r y  

to k e e p  the p o l i c y  in force u n t i l  th e  9 0 - d a y  d e l i n q u e n c y  p e r i o d  has 

e l a p s e d ,  and th e  b o r r o w e r ' s  a c c o u n t  m a y  be c h a r g e d  for the a m o u n t s 

a d v a n c e d  to th e insurer.

* Sec. 2. AS 0 6 . 2 0 . 2 3 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(b) N o t w i t h s t a n d i n g  th e  p r o v i s i o n s  of (a) of this section, a 

l i c e n s e e  w h o  m a k e s  o p e n - e n d  loans u n d e r  this c h a p t e r  m a y  elect to 

c h a r g e ,  c o n t r a c t  for, and r e c e i v e  i n t e r e s t  n o t  to e x c e e d  one and o n e 

h a l f  p e r  c e n t  a m o n t h  on th e  u n p a i d  p r i n c i p a l  b a l a n c e  of an o p e n - e n d  

l o a n  a c c o u n t  c o m p u t e d  a c c d r d i n g  to t h e  a c t u a r i a l  m e t h o d .

*  Sec. 3. AS 0 6 . 2 0 . 2 5 0 ( a )  is a m e n d e d  t o  read:
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(a) I n t e r e s t  s h a l l  not be paid, d e d u c t e d ,  or r e c e i v e d  in a d v a n c e . 

E x c e pt  for o p e n - e n d  loans m a d e  u n d e r  AS 0 6 . 2 0 . 2 8 5 ,  i n t e r e s t  [ I NTEREST] 

shall be c o m p u t e d  a n d  p a i d  onl y  on u n p a i d  p r i n c i p a l  b al a n c e s  a n d  s h a l l 

not be c o m p o un d e d i  h o w e v e r ,  if p art or a l l  of the c o n s i d e r a t i o n  for a 

l oan co n t r a c t  is the u n p a i d  p r i n c i p a l  b a l a n c e  of a p ri o r  loan, the 

p r i n c i p a l  am o u n t  p a y a b l e  u nder the loan c o n t r a c t  m a y  i n c l u de  a n y  u n p a i d  

c h a r g e s  on the p r i o r  loan w h i c h  h ave a c c r u e d  w i t h i n  60 days b e f o r e  the 

m a k i n g  of the l oan c o n tract. The m a x i m u m  i n t e r e s t  p e r m i t t e d  on loans 

m a d e  u n d er  this c h a p t e r  shall be c o m p u t e d  o n  the b a s i s  of th e  n u m b e r  of 

days a c t u a l l y  el a p s e d .  For the purpo s e  o f  these c o m p u t a t i o n s  a m o n t h  is 

a n y  p e r i o d  of 30 c o n s e c u t i v e  days.

* Sec. 4. AS 0 6 . 2 0 . 2 5 0 ( c )  is a m en d e d  to r ead:

(c) E x c e p t  for o p e n - e n d  loans u n d e r  A S  06.20.285, no [NO] l i c e n s e e  

m a y  e nter into an y  c o n t r a c t  for a loan t h a t  p r o v i d e s  for a s c h e d u l e d  

r e p a y m e n t  of p r i n c i p a l  over more  than th e  m a x i m u m  terms set out b e l o w  

o p p o s i t e  the r e s p e c t i v e  size of loans.

P r i n c i p a l  a m o u n t  of loan to M a x i m u m  t e r m

$ 1 , 0 0 0 ....................................................  24 a n d  1/2 m o n t h s

O ver $1 , 0 0 0  to $ 2 , 5 0 0  ..............................  48 a n d  1/2 m o n t h s

Ov e r  $ 2 , 5 0 0  to $ 5 , 0 0 0  ..............................  60 a n d  1/2 m o n t h s

* Sec. 5. A S  0 6 . 2 0 . 2 7 0  is a m e n d ed  to read:

Sec. 06.20 . 2 7 0 . R E Q U I R E M E N T S  FOR M A K I N G  A N D  P A Y M E N T  O F  LOANS. 

E x c e p t  as p r o v i d e d  in A S  0 6 . 2 0 . 2 8 5  for o p e n - e n d  loans, e v e r y  [EVERY] 

l i c e n s e e  shall

(1) d e l i v e r  to the bo r r o w e r  at  the time a loan is m a d e  a 

s t a t e m e n t  c o n t a i n i n g  a p r i n t e d  cop y  of A S  0 6 . 2 0 . 2 3 0  - 0 6 . 2 0 . 2 6 0  in t h e 

E n g l i s h  l a n g u a ge  a n d  s h o w i n g  in clear a n d  d i s t i n c t  terms the a m o u n t  a n d  

d ate of  the l o a n  a n d  its ma t ur i t y ,  the n a t u r e  of the se c u r it y ,  i f  any, 

f o r  the loan, the n a m e  a n d  a d d r e s s  of t h e  b o r r o w e r  a n d  the l i c e n s e e ,  a n d
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(3) " o p e n - e n d  l o a n "  m eans a l o a n  m a d e  by a l i c e n s e e  u n d e r  

t h i s  c h a p t e r  u n d e r  a n  a g r e e m e n t  b e t w e e n  t h e  l i c e n s e e  a n d  a b o r r o w e r  

w h i c h  p r o v i d e s  t h a t

(A) the b o r r o w e r  m a y  o b t a i n  a d v a n c e s  o f  m o n e y  f r o m  the 
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t h e  a g r e e d  r a t e  of  charge;

(2) g i v e  to the b o r r o w e r  a p l a i n  a n d  c o m p l e t e  r e c e i p t  for all 

p a y m e n t s  m a d e  o n  a c c o u n t  o f  the loan at th e  t ime p a y m e n t s  a r e  made, 

s p e c i f y i n g  the a m o u n t  a p p l i e d  to i n te r e s t  a n d  the a m o u n t ,  if any, 

a p p l i e d  to p r i n c i p a l ,  an d  s t a t i n g  the u n p a i d  p r i n c i p a l  b a l a n c e ,  if any, 

o f  th e  loan;

(3) p e r m i t  p a y m e n t  to be m a d e  in  a d v a n c e  in a n y  a m o u n t  o n  a 

c o n t r a c t  of l o a n  a t  an y  time, bu t  the l i c e n s e e  m a y  a p p l y  th e  a d v a n c e  

p a y m e n t  f i r st  to a l l  i n t e r e s t  in full at th e  a g r e e d  r a t e  up to the d a t e  

o f  p a y m e n t i

(4) u p o n  r e p a y m e n t  of the loan in full, m a r k  i n d e l i b l y  e v e r y  

o b l i g a t i o n  a n d  s e c u r i t y  s i g n e d  by the b o r r o w e r  w ith the w o r d  " P a i d "  or 

" C a n c e l l e d , "  a n d  r e l e a s e  a n y  m o r t g a g e ,  r e s t o r e  an y  p l e d g e ,  c a n c e l  a n d  

r e t u r n  a ny  n ote, a n d  c a n c e l  a n d  return a n y  a s s i g n m e n t  g i v e n  to the 

l i c e n s e e  b y  the b o r r o w e r ;

(5) d i s p l a y  p r o m i n e n t l y  in e a c h  l i c e n s e d  p l a c e  o f  b u s i n e s s  a 

ful l a n d  a c c u r a t e  s c h e d u l e ,  a p p r o v e d  by the d e p a r t m e n t ,  o f  the c h a r g e s  

to b e  m a d e  a n d  t h e  m e t h o d  of c o m p u t in g  them.

* Sec. 6. AS 0 6 . 2 0 . 3 2 0  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to read:

(c) If a p e n a l t y  for f a i l u r e  to c o m p l y  w i t h  f i n a n c i n g  d i s c l o s u r e  

r e q u i r e m e n t s  u n d e r  r e g u l a t i o n s  adop t e d  b y  th e  B oard o f  G o v e r n o r s  of the 

F e d e r a l  R e s e r v e  S y s t e m  is i m p o s e d  by the f e d e r a l  a u t h o r i t i e s ,  the d e­

p a r t m e n t  m a y  n o t  i m p o s e  a c iv i l  p e n a l t y  u n d e r  this s e c t i o n  for the s a m e  

a c t  or o m i s s i o n .

*  Sec. 7. AS 0 6 . 2 0 . 9 0 0  is a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  to read:
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l i c e n s e e  f r o m  tim e  to t i m e  or t h e  l i c e n s e e  m a y  a d v a n c e  m o n e y  o n  

b e h a l f  of t h e  b o r r o w e r  f r o m  t i m e  to t i m e  as d i r e c t e d  b y  the 

b o r r o w e r i

(B) th e  a m o u n t  o f  e a c h  a d v a n c e  a n d  i n t e r e s t  and c h a r g e s  

w i l l  b e  a d d e d  to t h e  b o r r o w e r ' s  o p e n - e n d  l o a n  a c c o u n t  an d  p a y m e n t s  

a n d  o t h e r  c r e d i t s  a r e  d e d u c t e d  f r o m  t h a t  a c c o u n t s

(C) i n t e r e s t  w i l l  b e  c o m p u t e d  o n  the u n p a i d  p r i n c i p a l  

b a l a n c e  or the a v e r a g e  u n p a i d  p r i n c i p a l  b a l a n c e  of  t h e  o p e n - e n d  

l o a n  a c c o u n t ;

(D) t h e  b o r r o w e r  m a y  p a y  all o r  a n y  p a r t  o f  the u n p a i d  

p r i n c i p a l  b a l a n c e  o f  h i s  o p e n - e n d  loa n a c c o u n t  or, if the a c c o u n t  

is n o t  in d e f a u l t ,  i n  m o n t h l y  i n s t a l l m e n t s  o f  f i x e d  a m o u n t s  as 

p r o v i d e d  i n  the l o a n  a g r e e m e n t ;  a n d

(G) th e  a g r e e m e n t  c o v e r s  o p e n - e n d  l oans u n d e r  t h i s

c h a p t e r .
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