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O r i g i n a l  s p o n s o r :  C o m m e r c e  C o m m i t t e e  O f f e r e d :  5 / 6 / 7 9

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

F R E E  C O N F E R E N C E  CS FOR S E N A T E  BI 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  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 BILL

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 f i n a n c i a l  i n s t i t u t i o n s . "

BE I T  E N A C T E D  BY T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  0 6 . 2 0  is a m e n d e d  by 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  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 n o t  e x c e e d i n g  a n  a g g r e g a t e  t otal o f  $ 1 0 , 0 0 0  a n d  m a y  c o n t r a c t  fo 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  in AS 0 6 . 2 0 . 2 3 0 ,  a n d  

for o t h e r  c h a r g e s  p e r m i t t e d  u nd e r  this c h a p t e r .  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  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 t h e  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  t h e  r a t e s  s t a 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  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  for o p e n - e n d  loans is m o n t h l y ,  an d  the 

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  day 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  o n  t h e  b e g i n n i n g  of that day, o r  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  fo 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  a l l  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  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 a n  o p e n - e n d  l o a n  in the 

s a m e  m a n n e r  as o t h e r  l o a n s  u n d e r  this c h a p t e r  m a y  be 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  o f  t h 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 ime 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 .

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 n a m e  a n d  a d d r e s s  o f  the 

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  of f i n a n c e  
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c h a r g e s  and a g r e e d  t erms as may  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 

t h e  d e p a r t m e n t  a n d  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 em .

(e) At t h e  end of e a c h  b i l l i n g  c ycle in w h i c h  there is an o u t­

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

th e  licensee s h a l l  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 fo r m

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  a n d  the B oard of

G o v e r n o r s  of th e  F e de r a l  R e s e r v e  System. This s u b s e c t i o n  does not a p p l y

to a cc o u n t s  w h i c h  the l i c e n s e e  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 c t  past due amou n t s  has b e e n  filed.

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

s e e  may o b t a i n  cr e d i t  life, credit d isability, an d  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 under thi s  chapter. T h e  credit life and credit 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  by a licensee 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. T h e  p r o p e r t y  i n s u r an c e  o b t a i n e d  by a licensee s hall 

s a t i s f y  the r e q u i r e m e n t s  of AS 21.39 a n d  AS 21.42. Th e  l i c e ns e e  s hall 

c o m p l y  with A S  2 1 . 3 6 . 1 6 0  a n d  2 1 . 3 6 . 1 6 5  d u r i n g  all tran s ac t i o n s  w i t h  

b o r r o w e r s  i n v o l v i n g  c r e d i t  life, credit 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 .

(b) T h e  l i c e n s e e  shall c a l c u l a t e  the charge for credit life or 

d i s a b i l i t y  i n s u r a n c e  in eac h 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 t h e  b o r r o w e r ' s  acco 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  r at e  for 

t h e  c o v er 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 loa n  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  b a l a n c e .

(c) A  l i c e n s ee  m a y  not cancel 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  f o r  a n  o p e n - e n d  loan if the b o r r o w e r  is d el 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  un l e s s an i n s t a l l m e n t  is d e li n q u e n t  for 90 days 

o r  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  amou n ts  n e c e s s a r y  

t o  keep the p o l i c y  i n  f o r c e  u n ti l  the 9 0- d a y  d e l i n q u e n c y  p e r i o d  h a s  

e l a p s e d ,  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
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a d v a n c e d  to the i n s u r e r

* Sec. 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 ne 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  of (a) of thi s  s e c t i on ,  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 lect to 

charge, 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  on e  a n d  o n e -  

h a l f  p e 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  the 

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. A S  0 6 . 2 0 . 2 5 0 ( a )  is a m e n d e d  to read

(a) I n t e r e s t  s h a l l  no t  be paid, de d ucted, or r e c e i v e d  in a d v a n c e .  

E x c e p t  fo r  o p e n - e n d  loans m a d e  u n d e r  A S  06.20.285, i n t e r e s t  [INTE RE S T !  

shall be c o m p u t e d  a n d  p a i d  o n l y  on 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 

not be c o m p o u n d e d ;  h o w e v e r ,  if p a r t  or all of the c o n s i d e r a t i o n  for a 

loan 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, the 

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 loan c o n t r a c t  may 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 rior loan w h i c h  h a v e  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  o f  the loan c o n t ra c t .  T h e  m a x i m u m  in t e r e s t  p e r m i t t e d  o n  loans 

mad 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  of 

days a c t u a l l y  e l a p s e d .  For the p u r p o s e  of 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 e n d e d  to read:

(c) E xc e p t  f o r  o p e n - e n d  loans 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  int o  any c o n t r a c t  for a loan that p r o v i d e s  f o r  a s c h e d u l e d  

r e p a y m e n t  o f  p r i n c i p a l  ov e r  m o r e  t h a n  the m a x i m u m  t e r m s  set o u 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

$ 1 , 0 0 0 * .................................................  2 4  a n d  1/2 m o n t h s

O v e r  $ 1 * 0 0 0  t o  $ 2 , 5 0 0  .............................  4 8  a n d  1/2 m o n t h s

O v e r  $ 2 , 5 0 0  to $ 5 , 0 0 0  .............................  6 0  a n d  1/2 m o n t h s

* 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  to read:
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(5) r e a s o n a b l e  fee s  p a i d  by a l i c e n s e e  f o r  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 the l o a n  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 .

* S e c .  6. A S  0 6 . 2 0 . 2 7 0  is a m e n d e d  t o  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  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  lo a n s ,  e v e r y  [E V E R Y ] 

l i c e n s e e  s h a l l

(1) d e l i v e r  to the b o r r o w e r  at the t i m e  a l o a 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 th 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  i n  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  of t h e  l o a n  a n d  its m a t u r i t y ,  the n a t u r e  o f  t h e  s e c u r i t y ,  if any, 

f o r  the loan, the n a 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  

t h e  a g r e e d  r a t e  o f  c h a r g e ;

(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  f o r  all 

p a y m e n t s  m a d e  o n  a c c o u n t  of t h e  loan at th e  t i m e  p a y m e n t s  a r e  made, 

s p e c i f y i n g  t h e  a m o u n t  a p p l i e d  t o  i n t e r e s t  a n d  th e  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 ,  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 a n y  a m o u n t  o n  a 

c o n t r a c t  o f  l o a n  at a n y  t i m e ,  b u 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 s t  to a l l i n t e r e s t  in f u l l  a t  the 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 ;

(4) u p o n  r e p a y m e n t  o f  the l o a n  in f ull, 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  the b o r r o w e r  w i t h  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  a n y  p l e d 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 he  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  of b u s i n e s s  a 

full 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 ,  o f  the c h a r g e s
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t o  be m a d e  a n d  the  m e t h o d  of c o m p u t i n g  them.

* S e c .  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 e w  s u b s e c t i o n  to read:

(c) I f  a p e n a l t y  fo r  f a i l u r e  t o  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  a d o p t e d  b y  the B o a r d  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  b y  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 i v i l  p e n a l t y  u n d e r  thi s  s e c t i o n  fo r  the same 

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

* Sec. 8. A S  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:

(3) " o p e n - e n d  l oan" m e a n s  a loan 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  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  t h a t

(A) th e  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  of m o n e y  fro m the 

l i c e n s e e  f r o m  t i m e  to t i m e  or the 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 the b o r r o w e r  f r o m  t i m e  to time as d i r e c t e d  b y  the 

b o r r o w e r ;

(B) the 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  an d  char g e s 

w i l l  be a d d e d  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  a n d  p a y m e n t s  

a n d  o t h e r  c r e d i t s  are d e d u c t e d  f r o m  tha t  account!

(C) i n t e r e s t  w i l l  b e  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  o r  t h e  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  

loan a c c o u n t ;

(D) the b o r r o w e r  m a y  pay a l l  or an y  p a r t  of the un 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 ac c o u n t  

is n o t  i n  d e f a u l t ,  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  i n  th e  loa n  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  loans u n d e r  this

c h a p t e r .

*  Sec. 9. A S  0 6 . 3 0 . 3 5 5  is a m e n d e d  t o  read:

S e c .  0 6 . 3 0 . 3 5 5 .  B R A N C H  O F F I C E S  A N D  A G E N C I E S  S U B J E C T  T O  D I R E C T I O N
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F R O M  H O M E  O F FI C E .  E ac h  a s s o c i a t i o n  t h a t  be g i n s o p e r a t i o n  in the s t a t e  

a f t e r  A p r i l  1, 1979, s h a l l b e  o p e r a t e d  f r o m  the h o m e  o f f i c e  w h i c h  s h a l l 

be l o c a t e d  in the state. A l l  b r a n c h  o f f i c e s  and a g e n c i e s  are s u b j e c t  to 

d i r e c t i o n  f r o m  the h o m e  o f f i c e .

* Sec. 10. A S  2 1 . 5 7 . 0 2 0  is a m e n d e d  to read:

Sec. 2 1 . 5 7 . 0 2 0 .  S C O P E  O F  C H A PT E R .  All life i n s u r a n c e  an d  all 

d i s a b i l i t y  i n s u r a n c e  in c o n n e c t i o n  w i t h  loans or o t h e r  credit t r a n s­

ac t i o n s  s h a l l  be subj e c t  to the p r o v i s i o n s  of this c h a p t e r  e x c e p t  i n­

s u r a n c e  in c o n n e c t i o n  w i t h  a loan 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 oan 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 

this c h a p t e r  if the i s s u a n c e  of the 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  

on the p a r t  of the i n s u r e r  not 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 .

* Sec. 11. A S  0 6 . 3 0 . 3 3 5 ( e ) ( 5 )  is r e p ealed.
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