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O r i g i n a l  s p on s o r :  C o m m e r c e  C o m m i t t e e
b y  r e q u e s t

IN T H E  S E N A T E

Of f e r e d :  5 / 1 2 / 8 0
R e f e r re 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 E  

CS FOR S E N A T E  B I L L  NO. 543 

IN 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  

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

A BILL

F o r  an Act e n t i t l e d :  "A n  Ac t  a m e n d i n g  t h e A l a s k a  S m al l  L o a n s  Actj a n d  p r o­

v i d i n g  fo r an e f f e c t i v e  d a t e . "

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  THE S T A T E  O F  ALASKA:

* S e c t i o n  1. AS 0 6 . 2 0 . 0 1 0  is a m e n d e d  t o  read:

Sec. 0 6 . 2 0 . 0 1 0 .  L I C E N S E  R E Q U I R E D .  A [NO] p e r s o n  m a y  not e n g a g e  in 

the b u s i n e s s  of m a k i n g  loans of m o n e y ,  credi t ,  goods, or th i n g s  in 

a c t i o n  in the a m o u n t  or of the v a l u e o f  $ 2 5 , 0 0 0  [$5,000] or less an d  

charge, c o n t r a c t  for, or r e c e i v e  o n  t h e  l oan a g r e a t e r  r a t e  of interest, 

d i s c o u n t ,  or c o n s i d e r a t i o n  t han the l e n d e r  w o u l d  be p e r m i t t e d  by law to 

c h a r g e  if he w e r e  not a l i c e n s e e  u n d e r  this c h a pter, e x c e p t  as a u t h o­

rized b y  this c h a p t e r  an d  w i t h o u t  f i r s t  o b t a i n i n g  a l i c e n s e  f r o m  the 

d e p a r t m e n t .

* Sec. 2. AS 0 6 . 2 0 . 2 0 0 ( a )  is a m e n d e d  t o  read:

(a) A [NO] p e r s o n  m a y  not a d v e r t i s e ,  print, d i s play, p u b l i sh ,

d i s t r i b u t e ,  or b r o a d c a s t  or cause or p e r m i t  to be a d v e r t i s e d ,  printed,

d i s p l a y e d ,  p u b l i s h e d ,  d i s t r i b u t e d ,  o r  b r o a d c a s t ,  in any m a n n e r  an y 

s t a t e m e n t  or r e p r e s e n t a t i o n  w i t h  r e g a r d  to the rates, terms, or c o n­

d i t i o n s  for the l e n d i n g  of money, c r e d i t ,  goods, or things in a c t i o n  in 

the a m o u n t  or of the v a l u e  of $25,000 [$5,000] or less, w h i c h  is false, 

m i s l e a d i n g ,  or d e c e p t i v e .  The d e p a r t m e n t  m a y  o r d e r  any l i c e n s e e  to 

d e s i s t  f r o m  an y  c o n d u c t  w h i c h  it f i n d s  to be in v i o l a t i o n  of this s e c­

tion.

* Sec. 3. AS 06.20.230 is amended t o  read:

Sec. 06.20.230. MAXIMUM INTEREST PERMITTED. (a) A licensee may
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lend an y  s u m  of m o n e y  not e x c e e d i n g  $ 2 5 , 0 0 0  [$5,000] and ma y  charge, 

c o n t r a c t  for, a n d  r e c e i v e  on the loa n  i n t er e s t  at a rate not e x c e e d i n g  

three p e r c e n t  a m o n t h  o n  that part of the u n p a i d  p ri ncipal b a l a n c e  of a 

loan not in ex c e s s o f  $500; two p e r c e n t  a m o n t h  on the re m a i n de r  of any 

u n p a i d  p r i n c i p a l  b a l a n c e  ex c e e d i n g  $ 5 0 0  but not e x c e e d i ng  $1,000; a n d  

one p e r c e n t  a m o n t h  on the r e m a i n d e r  of any u n p a i d  pr i n c i p a l  b a l a n c e  

e x c e e d i n g  $1 , 0 0 0 but not e x c e e d i n g  $ 2 5 , 0 0 0  [$5,000]. O n  loans the 

p r i n c i p a l  of w h i c h  is $50 or less a l i ce n s e e  m a y  charge, contract a n d  

re c e i v e  i n t e r e st  at a rate not e x c e e d i n g  five p e r c e n t  a month.

(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 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  or wh o  makes a loan 

un d e r  this c h a p t e r e x c e e d i n g  $5,000 but not e x c e e d i n g  $25,000 m a y  e l e c t  

to charge, c o n t r a c t  for, and r e c e i ve  in t e r e s t  not to exc e e d  the g r e a t e r  

of

(1) on e  and o n e - h a l f  p e r c e n t  a m o n t h ; or

(2) e i g h t  p e r c e n t a g e  p o i n t s  above the Federal Rese r ve  d i s­

count rate  on 9 0 - d a y  comm e r c i a l  p a p e r  c h a r g e d to banks for a d v a n c e s  by 

the 12th F e d e r a l  R e s e r v e  Distr ic t  o n  the first day of the m o nt h  b e f o r e  

the c a l e n d a r  q u a r t e r  d u r i n g  w h i c h  the loan is made.

(c) I n t e r e s t  on loans under (b) of this s e c t i o n  shall be 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 et h o d  o n  the e n t i r e  u n p a i d  p r incipal b a l a n c e  

as d e t e r m i n e d  in AS 06 . 2 0.285(b).

* 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  loans u n d e r  AS 06.20.285, a [NO] l i c e n s e e  

m a y  not e nter i n t o  an y  contract for a loan that p r o v i d es  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 mor e  t h a n  the 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

9 1 . 0 0 0 ............................................................. 24 and 1/2 m o n t h s
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Ov e r  $ 1 , 0 0 0  to $ 2 , 5 0 0 ........................................... 48 and 1/2 m o n t h s

O v e r  $ 2 , 5 0 0  to $ 5 , 0 0 0 ........................................... 60 and 1/2 m o n t h s

O v e r  $ 5 , 0 0 0  to $ 2 5 , 0 0 0 .........................................  as a g r e e d  to by

the p a r t i e s

* Sec. 5. AS 0 6 . 2 0 . 2 8 0  is a m e n d e d  to read:

Sec. 06.20.280. M A X I M U M  C H A R G E  BY L I C E N S E E .  A [NO] l i c e n s e e  may 

not d i r e c t l y  or i n d i r e c t l y  charge, c o n t r a c t  for, or r e c e i v e  a n y  i n­

terest, discount, or c o n s i d e r a t i o n  g r e a t e r  t h a n  that w h i c h  he  w o u l d  he 

p e r m i t t e d  by law to ch a r g e  if he w e r e  not a l i c e n s e e  u n d e r  this chapter, 

u p o n  the loan, use or f o r b e a r a n c e  of money, go o d s ,  or things in acti o n,  

or u p o n  the loan, use, or sal e  of credit, of the a m o u n t  or v a l u e  of m o r e  

t h a n  $ 2 5 , 0 0 0  [$5,000]. T h i s  s e c t i o n  a p p l i e s  to a n y l i c e n s e e  w h o  p e r m i t s  

any person, as b o r r o w e r  or e n d o r s e r ,  g u a r a n t o r ,  or s u r e t y  for a n y  b o r­

rower, or otherwise, to owe d i r e c t l y  or c o n t i n g e n t l y  or b o t h  to the 

l i c e n s e e  at any time a sum of m o r e  tha n  $ 2 5 , 0 0 0  [$5,000] on p r i n c i p a l .

* Sec. 6. AS 06. 2 0 . 2 8 5 ( a)  is a m e n d e d  to read:

(a) A licensee m a y  m a k e  o p e n - e n d  loans not e x c e e d i n g  a n  a g g r e g a t e  

total of $25, 0 0 0 [$10,000] a n d  m a y  c o nt r a c t  for and rece i v e  i n t e r e s t  on 

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,  an d  for o t h e r c h a r g e s  p e r­

m i t t e d  under this c h a pter. I n t e r e s t  on o p e n - e n d  loans may  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 the a v e r a g e  u n p a i d  

p r i n c i p a l  bala 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 h e s e  c o m p u t a­

tions does not e x c e e d  the r a t e s  s t a t e d  in AS 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 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  m e t h o d .

* Sec. 7. AS 0 6 . 2 0 . 2 9 0  is a m e n d e d  to read:

Sec. 06.20.290. P U R C H A S E  O F  W AG E S  FOR $ 2 5 , 0 0 0  [$5,000] O R  LESS.

For p u r p o s e s  of this chapter, the p a y m e n t  o f  $ 2 5 , 0 0 0  [$5,000] or less in 

m o n e y ,  credit, goods, or t h i n g s  in action, as c o n s i d e r a t i o n  for the sal e 

or a s s i g n m e n t  of, or o r d e r  for, the p a y m e n t  of w a g e s ,  salary, comrais-
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s i o n s ,  or  o t h e r  c o m p e n s a t i o n  for s e r v i c e s  w h e t h e r  e a r n e d  or to b e  e a r n e d  

is c o n s i d e r e d  a loan, a n d  th e  d i f f e r e n c e  b e t w e e n  the  p a y m e n t  a n d  the 

a m o u n t  o f  the c o m p e n s a t i o n  s o l d  o r  a s s i g n e d  is c o n s i d e r e d  i n t e r e s t  or a 

c h a r g e  u p o n  the l o a n  f r o m  t he  d a t e  of p a y m e n t  to th e  d a t e  the c o m p e n s a­

t i o n  is p a y a b l e .  S u c h  a t r a n s a c t i o n  is g o v e r n e d  b y  t h i s  c h a p t e r .

* S e c .  8. A S  0 6 . 2 0 . 3 0 0 ( a )  is a m e n d e d  to read:

(a) E x c e p t  as a u t h o r i z e d  in thi s  c h a pt e r ,  a [NO] p e r s o n  m a y  no t

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

d i s c o u n t ,  or c o n s i d e r a t i o n  g r e a t e r  t h a n  that w h i c h  h e  w o u l d  be p e r m i t t e d  

b y  l a w  to c h a r g e  if h e  w e r e  no t  a l i c e n s e e ,  u p o n  th e loan, use, or 

f o r b e a r a n c e  of m o n e y ,  g o o d s ,  or t h i n g s  in action, o r  u p o n  the loan, u s e ,  

o r  s a l e  o f  c r e d i t  of t h e  a m o u n t  or v a l u e  of $ 2 5 , 0 0 0  [$5,000] or less.

* S e c .  9. AS  0 6 . 2 0 . 3 1 0  is a m e n d e d  to read:

Sec. 0 6 . 2 0 . 3 1 0 .  I L L E G A L  I N T E R E S T  RATE. No l o a n  o f  the a m o u n t  o r  

v a l u e  of $ 2 5 , 0 0 0  [ $ 5 , 0 0 0 ]  or less for w h i c h  a g r e a t e r  r a t e  o f  i n t e r e s t ,  

c o n s i d e r a t i o n  or c h a r g e  t h a n  is p e r m i t t e d  b y  this c h a p t e r  h a s  b e e n  

c h a r g e d ,  c o n t r a c t e d  f o r  o r  r e c e i v e d ,  w h e r e v e r  m ade, m a y  b e  e n f o r c e d  i n 

t h e  st at e ,  and e v e r y  p e r s o n  p a r t i c i p a t i n g  in s u c h  a l o a n  in the s t a t e  is 

s u b j e c t  to this c h a p t e r .  T h i s  s e c t i o n  d oes n o t a p p l y  to loans l e g a l l y  

m a d e  in a n y  s t a t e  or t e r r i t o r y  of the U n i t e d  S t a t e s  w h i c h  ha s  in e f f e c t  

a r e g u l a t o r y  s m a l l l o a n  l a w  s i m i l a r  in p r i n c i p l e  to t h i s  c h ap t e r .

* S ec. 10. T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.<
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