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O r i g i n a l  s p o n s or :  C o m m e r c e  C o m m i t t e e  O f f ered: 3 / 5 / 7 9
R e ferred: F i n a n c e

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

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

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF 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 ILL

For an  Act e n t i t le d :  " A n  Act r e l a t i n g  to s mall loans."

BE IT E N A C T E D  B Y  TH E  L E G I S L A T U R E  O F  T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. AS 0 6 . 2 0  is a m e n d e d  by a d d i n g  new 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  LOANS. (a) A l i c e n s e e  m a y  m a k e  o p e n - e n d  

loans no t  e x c e e d i n g  an a g g r e g a t e  total o f  $5,000 an d m a y  c o n t r a c t  for 

a nd 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 pr o v i d e d  in AS 0 6 . 2 0. 2 3 0 ,  and 

for o t h e r  c h a r ge s  p e r m i t t e d  u n d e r  this chapter. I n t e r e s t  on o p e n - e n d  

loans 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  the u n p a i d  p r i n c i p a l b a l a n c e  

or che 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 the 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 hese c o m p u t a t i o n s  does not e x c e e d  the r a t e s  sta t e d  in 

AS 0 6 . 2 0 . 2 3 0  w h e n  th e  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 the i n t e r e s t -  

b e a r i n g  or a c t u a r i a l  method.

(b) Th e  b i l l i n g  c y c l e  for o p e n - e n d  loans is m o n t h l y ,  and the 

u n p a i d  p r i n c i p a l  b a l a n c e  on a c e r t a i n  d a y  is c o m p u t e d  by a d d i n g  to th e 

b a l a n c e  u n p a i d  on the b e g i n n i n g  of t hat day, or the 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  for that b i l l i n g  cycle, all a d v a n c e s  and 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 the 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  an d  o t h e r  

c r e d i t s  m a d e  or r e c e i v e d  that day.

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

s a m e  m a n n e r  as o t h e r  loans u n d e r  this c h a p t e r  m a y  be secured.

(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 t h e  o p e n - e n d  l o a n  a g r e e­

me n t  to the b o r r o w e r  at the time the o p e n - e n d  l oan 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  the nam e  a n d  a d d r es s  o f  t h e  

l i c e n s e e  a n d  the b o r r o w e r  and  m u s t  c o n t a i n  d i s c l o s u r e s  of f i n a n c e
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c h a r g es  and a g r e e d  t e r m s  as ma y be r e q u i r e d  by  r e g u l a t i o n s  a d o p t e d  by 

the d e p a r t m e n t  and t h e  Board of G o v e r n o r s  of the Federal R e s e r v e  System.

(e) At the e n d  o f  each 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

sta n d i n g  b a l an c e  in t h e  account for w h i c h  a f i n a n c e  ch ar g e  is imposed, 

the l i c e n s e e  shall d e l i 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 f o r m  

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

G o v e r n o r s  of the F e d e r a l  Reserve System. This s u b s e c t i o n  does not a p p l y  

to a c c ou n t s  w h i c h  the licensee c o n s i d e r s  u n c o l l e c t i b l e  or for w h i c h  an 

a c t i o n  to c o l l e ct  p a s t  due amounts h a s  b e e n  filed.

Sec. 06.20.287. 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  cr e d i t  life, credit di s a bi l i t y ,  a n d  p r o p e r t y  i n s u r a n c e  o n  

o p e n - e n d  loans u n d e r  this chapter. T h e  credit life and c r e d i t  d i s­

ab i l i t y  ins ur a n c e  o b t a i n e d  by a l i c e n s e e  shall s a t i s f y  the r e q u i r e m e n t s  

of AS 21.57. Th e  p r o p e r t y  i n s ur a n c e  o b t a i n e d  by a l ic ensee 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 21.39 and AS 21.42. The l i c e n s e e  shall 

co m p l y  w i t h  AS 2 1 . 3 6 . 1 6 0  and 2 1 . 3 6 . 1 6 5  du r i n g  all t r a n s a c t i o n s  w i t h  

b o r r o w e r s  i n v o l v in g  c r e d i t  life, c r e d i t  d i s a b i l i t y  and p r o p e r t y  

insurance.

(b) Th e  l i c e n s e e  shall c a l c u l a t e  the ch a r g e  for cre d i t  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  account the current m o n t h l y  p r e m i u m  r a t e  for 

the c o v e r a g e  r e q u i r e d  at the rate 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 the l o a n  agr 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  b a l a n c e .

(c) A l i c ensee m a y  not ca nc 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  

his m o n t h l y  i n s t a l l m e n t s  unless a n  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 

or longer. T h e  l i c e n s e e  shall a d v a n c e  to the i n s u r e r  a m 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  i n  force u n t i l  the 9 0 - d a y  d e l i n q u e n c y  p e r i o d  ha s  

elapsed, a n d the 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 the i n s u r e r .

S ec. 2. A S  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 r e a d :

(b) N o t w i t h s t a n d i n g  the p r o v i s i o n s  o f  (a) of  this s e c t i o n ,  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  e l e c t  to 

c h a r g e ,  c o n t r a c t  for, a n d  r e c e i v e  i n t e r e s t  not to e x c e e d  o n e  a n d  o n e -  

h a l f  pe r  c e n t  a m o n t h  c o m p u t e d  a c c o r d i n g  to the a c t u a r i a l  m e t h o d  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  as d e t e r m i n e d  in AS 0 6 . 2 0 . 2 8 5 ( b ) .

Sec. 3. AS 0 6 . 2 0 . 2 5 0 ( a )  is a m e n d e d  to read:

(a) I nt e r e s t  s h a l l  no t  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 p t  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 N T E R E S T ]  

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

n o t  be c o m p o u n d e d !  h o w e v e r ,  if p a r t  or al l  of the c o n s i d e r a t i o n  f o r  a 

loa n c o 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 r i o r  loan, th e  

p r i n c i p a l  a m o u n t  p a y a b l e  u n d e r  the l oan c o n t r a c t  m a y  i n c l u d e  a n y  u n p a i d  

c h a r g e s  o n  the p r i o r  l o a n  w h i c h  h a v e  a c c r u e d  w i t h i n  60 day s  b e f o r e  t h e  

m a k i n g  of the loan c o n t r a c t .  Th e  m a x i m u m  i n t e r e s t  p e r m i t t e d  o n  l o a n s  

m a d e  u n d e r  this c h a p t e r  s h a l l  be c o m p u t e d  on the b a s i s  of the n u m b e r  o f  

d a y s  a c t u a l l y  e l ap s e d .  For the p u r p o s e  o f  t h e s e  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 e n d e d  to read:

(c) E x c e p t  for o p e n - e n d  l oans u n d e r  AS 0 6 . 2 0 . 2 8 5 ,  n o  [NO] l i c e n s e e  

m a y  e n t e r  into an y  c o n t r a c t  for a loa n  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  o v e r  m o r e  t h a n  the m a x i m u m  terms set ou t b e l o w  

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

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

Sec. 5. A S  0 6 . 2 0 . 2 6 0 ( a )  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  t o  r e a d :

$ 1 , 0 0 0 ...................

O v e r  $ 1 , 0 0 0  t o  $ 2 , 5 0 0  

O v e r  $ 2 , 5 0 0  t o  $ 5 , 0 0 0

24 a n d  1/2 m o n t h s  

4 8  a n d  1/2 m o n t h s  

60 a n d  1/2 m o n t h s
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(5) r e a s o n a b l e  fees p a i d  b y  a l i c e n s e e  for a p p r a i s a l s ,  

s u r v e y s ,  a n d  t i t l e  i n s u r a n c e  or r e p o r t s  if t h e  loan is s e c u r e d  b y  an 

i n t e r e s t  in r e a l  e s t a t e .

* Sec. 6. AS 0 6 . 2 0 . 2 7 0  is a m e n d e d  to read:

Sec. 0 6 . 2 0 . 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  L O A N S .  

E x c e p t  as p r o v i d e d  in AS 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  s ha l l

(1) d e l i v e r  to  the b o r r o w e r  at t h e  time a loa n 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  c o p y  of AS 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 g e  a n d s h o w i n g  in c l e a r  a n d  d i s t i n c t  t e r m s  the a m o u n t  a n d  

d a t e  o f  the l o a n  an d  its m a t u r i t y ,  the n a t u r e  of the s e c u r i t y ,  if any, 

fo r  the loan, t h e  na m e  a n d  a d d r e s s  of the b o r r o w e r  a n d  the l i c e n s e e ,  a n d  

the a g r e e d  r a t e  o f  c h a r g e *

(2) g i v e  to t h e  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 a l l  

p a y m e n t s  m a d e  o n  a c c o u n t  o f  the loa n  at the t i m e  p a y m e n t s  are m a d e ,  

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 t e r e s t  a n d  the amou n t ,  if any, 

a p p l i e d  to p r i n c i p a l ,  a n 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  the 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 an y  a m o u n t  o n  a 

c o n t r a c t  of l o a n  at a n y  time, but the l i c e n s e e  m a y  a p p l y  the a d v a n c e  

p a y m e n t  first t o  al l  i n t e r e s t  in full at t h e  a g r e e d  r a t e  up to t h e  d a t e  

o f  p a y m e n t j

(4) u p o n  r e p a y m e n t  of t h e  l o a n  i n  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  b y  th e  b o r r o w e r  w i t h  the w o r d  " P a i d "  o r

" 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  any pled g e,  c a n c e l  a n d  

r e t u r n  a n y  n o t e ,  a n d  c a n c e l  a n d  r e t u r n  a n y  a s s i g n m e n t  g i v e n  to t h e  

l i c e n s e e  b y  t h e  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  

f u l 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  b y  t h e  d e p a r t m e n t ,  of t h e  c h a r g e s

-4- CSSB 118 *
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to  b e  m a d e  and the m e t h o d  of c o m p u t i n g  them.

* Sec. 7. A S  0 6 . 2 0 . 3 2 0  is a m e n d e d  b y  a d d i n g  a n ew  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 nder r e g u l a t i o n s  a d o p t e d  b y  the B o a r d  of 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  b y  the federal 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  not impose a c i v i l p e n a l t y  u n d e r  this s e c t i o n  for the same 

act or o m ission.

* Sec. 8. 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 new  p a r a g r a p h  to read:

(3) " o p e n - e n d  loan" m ea n s  a l oan made by a l i c e n s e e  u n d e r  

t his c h a p t e r  under an a g r e e m e n t  b e t w e e n  the 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  that

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

l i c e n s e e  f r o m  time to tim e  or the licensee m a y  a d v a n c e  m o n e y  o n  

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

b o r r o w e r  ;

(B) the a m o u n t  of e a c h  ad 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  be a dded to the b o r r o w e r ' s  o p e n - e n d  loan  a c c o u n t  an d  p a y m e n t s  

a n d  o ther c r e d i t s  are d e d u c t e d  f r o m  that a c c o u n t ;

(C) in t e r e s t  wil l  be c o m p u t e d  on 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 the o p e n - e n d

lo a n  a c c o u n t ;

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

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

is no t  in d e f ault, in m o n t h l y  i n s t a l l m e n t s  of f i x e d  a m o u n t s  as 

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

(E) the a g r e e m e n t  c o v e r s  o p e n - e n d  lo a n s  u n d e r  thi s

c h a p t e r .

* S e c .  9. A S  2 1 . 5 7 . 0 2 0  is a m e n d e d  to read:

Sec. 21.57.020. S C O P E  O F  C H A P T E R.  All life i n s u r a n c e  a n d  a l l
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d i s a b i l i t y  i n s u r a n c e  i n  c o n n e c t i o n  w i t h  loans o r  o t h e r  c r e d i t  t r a n s­

ac t i o n s  s h a l l  be s u b j e c t  to the p r o v i s i o n s  of t his c h a p t e r  e x c e p t  

i n s u r a n c e  i n  c o n n e c t i o n  w i t h  a l o a n  or o t h e r  c r e d i t  t r a n s a c t i o n  of f i v e  

y e a r s  or m o r e  d u r a t i o n  i n v o l v i n g  a l o a n  or o t h e r  c r e d i t  t r a n s a c t i o n  

w h i c h  e x c e e d s  $ 5 , 0 0 0 > i n s u r a n c e  m a y  n o t  be s u b j e c t  to the p r o v i s i o n s  of  

thi s c h a p t e r  if t h e i s s u a n c e  o f  t h e  i n s u r a n c e  is an i s o l a t e d  t r a n s a c t i o n  

o n  the p a r t  of the i n s u r e r  n o t  r e l a t e d  to an a g r e e m e n t  or a p l a n  for 

i n s u r i n g  d e b t o r  of the c r e d i t o r .
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