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SUBJECT: Small Loan Companies 

Rate of Interest

We have no further statistical information on how this interest change 

would effect the small loan companies. In general, allowing them to 
charge a lower rate of interest. We are, of course, cutting into their 
income. The table will show how other states handle this matter. The 
present rate structure for Alaska is one of the larger rate structures, 

that is, Z% , 1S6.



SUMMARY Or 1 975 LEGISLATION AND ADDENDUM (January 1. 1977) 
Cl:ristiun T .  J a n e s

ALABAMA —ARIZONA —CALIFORNIA —FLORIOA —
CEORGIA —
IDAHO —INDIANA —KENTUCKY —
MAINE —
MARYLAND —

MASS. —
MINNESOTA —
PENNA. —
S. CAROLINA —
S. DAKOTA —

UTAHVERMONTVIRGINIA

Usury Law: no limit over S100.000.
Revolving Loan Law: no ceiling.
L i c e n s e d  l o i n  rates extended to 1/1/79.
Small Loan Law: 30/5 per year to S500, 24% to SI,000,16% to 32,500: no 
rate reduction after maturity.
Industrial Loan Law: 36'/a mos. maximum maturity.
Installment Loan Law: 7% per year add-on.
U3C: Dollar amounts increased 30%: 60% over original.
U3C: Dollir amounts increased (30% over original).
Small Loan Law: 3% to 3500,2% to 31,200,1-1/2% to 31,500 (precomp); 
alternate add-on rates repealed.
U3C: Dollar amounts increased (60% over original).
Installment Loans: 18% per year to S3,500; 12% on entire amount over 
S3.500.
Small Loan Law: 18% per year on unpaid balances or 310 per S100 
per year add-on plus S15 fee (eff. 1/2/77).
Bank Revolving Credit: 1% per month plus 315 annual charge.
Bank Consumer Loan Law: 12% per year simple interest.
Consumer Discount Act: ceiling increased to 35,000; 60-1/2 mos. 
maximum maturity. Small Loan Law repealed.
U3C: Supervised Loans - 36% per year to 3300, 21% to SI,000,15% to 
S25,000;or 18%. Revolving credit permitted.
Small Loan Law: 2-1/2% to 3300, 2% to 31,000, 1-1/2% to 31,500, 1% to 
32,500;over 32,500 to 35,000, 1-1/275 on entire balance: 1075 per year 6 
mos. after maturity; 60-1/2 mos. max. maturity over 32,500.
U3C: same as Idaho.
Installment Loans: Add-on rate permitted up to 12 years.
Small Loan Law: 21 rnos. maximum maturity to S500.
Bank Loan Law: 7% per year add-on plus 2% fee.
Home Mortgage Law: 8% per year add-on plus 2% fee.



CONSUMER FINANCE AND RELATED LOAN LAWS

ST At I AND SUPERVISOR
CREDIT 1IFE AND DISABILITY INSURANCE WHERE PERMITTED

PRECOMP.ADD-ONDISCOUNT
DATE LEGISLATURE * CONVENES 19/6 1 977 1 973

MAXIMUMMATURITY
■IASAMA 
iuperviaor, 
lureau of 
..oans, State 
ianking 
3ept.

Life, over §100, 75(.35 to §200, 25 to §-300. 
On loans of §75 or less 
§1 for each §5 loaned.

Precomp. May 3
Preliminary 10-day ses-*-"' 
sion convenes on 2nd -.•9# 
Tues. in Jan. ':i

Consumer 
Credit Act

Insurance
Premium
financing

Life, §1.00. Disability 
(14-day retro.):
§2.20 -12 mos.
§3.00 - 24 mos.
§3.80 - 36 inos.

Consumer Credit Act: 
§15 a year per §100 add­
on to §500, §10 to S1000, 
and §8 to §2000; over 
§2000, §8 on entire bal­
ance. 155 per month on 
revolving accounts.

241i mos. 
to §300, 
36,'i mos. 
to §1000. 

None over 
§1000.

LASXA
lepar talent

35 to §400, 25 to §800, 
15 to §1500. On loans of 
§50 o r less 55. Default 
fee o f §3.

Life only, premiums 
actually pa id  o u t 
NAIC

Installment 
Loan Law

.ommerce

Bank C redit 
Card Sales 
Financing

RIZ0NA 
uperin- 
•ndent of 
anks

245 mos. 
to §1000, 
365 mos. 
to §2500.

Life, 60rf (level term, 
§1.34). Disability (14- 
day retro.):
§2.20-12 mos.
§3.00 - 24 inos.
§3.80 - 36 mos.
NAIC

Precomp Industrial Bank 
Law
Installment
LoansInstallment Loan Act: 85 

pe r annum  add-on to 
§1000, 65 on any excess 
to §3Ct00 ($10 min.)

Bank Revolving 
Loan Law

Revolving Loan 
and C redit 
Card Law

255 to §225. 25 to S625, 
155 to  §1650, 15 to 
§10,000, A lternate rate: 
155 per mo. (temporary 
increase to 1/1/11)

No max. above §10,000. 
Companion "Small Loan 
Law ’ is inoperative.

illf ORNIA
onunis- 
jner of 
orporations

245 mos. 
to §1500, 
36)5 mos. 
to $2500, 
48)5 inos. 
to $4000, 
605 mos. 
to $6000, 
845 mos. 

to §10,000.

Life, 55(t. Disability 
(14-day retro.):
$2.42 - 12 months 
$3.30 - 24 months 
§4.18-30 months 
(higher rates for real 
estate loans)

Precomp. Industrial Loan 
Law

Commercial
Banks
Insurance 
Premium 
Financing Law

Compliance with Regulation Z satisfies sales finance 
disclosure provisions.

m m m i
w s m

m m

M G S
tC-Abr.- iLl



CONSUMER FINANCE AND RELATED LOAN LAWS

STATEANDSUPERVISOR
PRECOMP.ADD-ONDISCOUNT

MAXIMUMMATURITY CREDIT UFE AND DISABILITY INSURANCE WHERE PERMITTED
C O L O R A D O

Attorney
General

UCCC: 365 per year to 
$300, 215 to S1000, 155 
to $25,000. W hen this 
combination yields less, 
maximum is 185 per year, 
(min. $15, $25 @ $500) 
Revolving credit ra te  is 
185 per year.

25 mos. 
to $300, 
37 mos. 
to $1000. 
None over 

$1000.

None 
(Regulation 

applies up to 
$25,000)

Life 70£. Disability 
(14-day retro.):
$2.20 -12 months 
$3.00 - 2-1 months 
$3.80 - 36 months 
NAIC

Jan. .7 
Subects
years.; <

C O N N E C T I C U T  

State Rank 
Commis­
sioner

Add-on rate: $17 a year 
p e r $100 to S300, and $11 
to $1800; over $1800 and 
if secured by real estate, 
$11 on entire amount. 
(Rate drops to 125 a year 
after deferred max. ma­
turity )

245 mos. 
to $1000, 
365 mos. 
to $1800. 
None over 

$1800.

Life only, 50£. NAIC,
■Subjects araitai’

DELAWARE 
State Dank 
Commis- 
rioner

Discount Act: 95 a year 
for 1st 86 months, 65 
a year for remaining 
months; 25 service fee; 
55 fine; various limita­
tions.

36 mos. 
to $1500. 
60 mos. 

to $5000, 
84 mos. 
to limit.

Dis­
count

and
fee

105 of capital 
over $10,000; 

otherwise 
$500

Life, 65tf. Disability 
(14-day retro.);
$2.20 -12 mos.
$3.00 - 24 mos.
$3,80 - 36 mos.
NAIC
(By regulation)

Container 
5  L a w

-Inn- Mortgage 
Ivu* Law

Compliance with Regulation Z satisfies comparable 
provisions of sales finance and revolving credit laws.

•.'Mil

Small Loan Law is inop­
erative.

DISTRICT OF COLUMBIA
Commis­
sioners of 
District of 
Columbia

i»»r»Anrtit
* - » « a  L a w

^wnncn
IVrutjtn
YV»inclng

General law requires same disclosures os Regulation Z. 
G ranted FRB Exemption.

UCCC requires same disclosures as Regulation 2. Regula­
tion Z disclosures deemed compliance w ith state disclosure.



CONSUMER FINANCE AND RELATED LOAN LAWS

STATEANDSUPERVISOR
CREDIT LIFE AND DISABILITY INSURANCE WHERE PERMITTED

PRECOMP.AOD-ONDISCOUNT
MAXIMUMMATURITYMAXIMUM RATc

FLORIDA
State
Comptroller

305 per year to $300, 245 
to $600, 165 to §2500. 
(Rate drops to 105 a year 
12 months after maturity.)

245 mos. 
to $600, 
365 mos. 
to $2500

idfe, 754. Disability 
(14-day retro.): 
$2.20-12 mos.
$3.00 - 24 mos.
$3.80 - 36 mos.
NAIC

G E O R G I A

Industrial
Loan
Commis­
sioner

Industrial Loan Act: 85 
a year discount for 18 
months, add-on for longer 
maturities; fee of 85 of 
first $600 and 45 of ex­
cess plus $1 per month; 
55 for default of 5 days.

Life, 834 decreasing 
term, 81.88 level term.- 
Disability (3-day re­
tro.): $3.60 per annum 
per $5 monthly bene- 
tit; (7-day retro.): $2.10 
pe r annum  per 85- 
monthly benefit.

Dis­
count
and
fee

(!) 11 
montll 
12 mil 
lo -ISl 
amomj 
abstral 
fees p| 
equity

Jan.£T‘J»- 
Subject* :'*»
OiSSjiSsIm

HAWAII
Director of
Regulatory
Agencies,
Deputy
Bank
Examiner

355 to $100, 255 to $300.
Industrial Loan Act: 125 
per annum discount for 
first 18 months, 95 for 
next 12 months, 65 for 
next 12 months. 35 for 
remaining months to 48 
months; appraiser's fees; 
attorney’s collection fees 
plus court costs; $10 
transfer of equity fee; or 
155 per month on entire 
balance for maturities up 
to 72 mos.

Dis­
count

None

Regulation Z  made controlling over state disclosure 
laws.

If-
I s S u  ; V-"■■ J
■ w;: > ■>.> - ,v. 3r/-A • eSL £ - ;•£((

j : .V



CONSUMER FINANCE AND RELATED LOAN LAWS

CREDIT LIFE AMD DISABILITY INSURANCE WHERE PERMITTED
Life, GO). Disability 
(14-day retro.);
52.20- 12 months ' 
§3.00-24 months - 
§3.S0 - 36 months 
NAIC ...$

■ , .  X c i f f .

Life, 65vl- Disability- 
(14-day retro.): i,;. ti-'S-e 
§2.20 - 12 months 
§2.80 - 24 months.1**!'.'' 
§3.35 - 36 months; 
§3.90 - 48 months 
NAIC i .

t ’recomp.

§10,000 
(over §800)

m m m

m m m

Life, 0.5'). Disability 
(1 l-day retro.): . —(• 
§2,20-12 mos.
§3.00 - 24 mos. , -v;
63.80 - 36 mos. .
NAIC. UCCC •V-3'vjH 
restrictions • ---,'r;VVr4»

xnitrw
k.?. l' T.4f» C|

Life, 75). DisabilityI ’r r c f ’i n p .

W p n i

STATEANDSUPERVISOR MAXIMUM RATE MAXIMUM
maturitt

PRECOMP.ADD-ONDISCOUNT CSA LOAN SIZE LIMIT
IDAHO 
Commis­
sioner of 
Finance

UCCC: 362 per year to 
§390, 212 to §1300, 152 
to §32,500. W hen this 
combination yields less, 
maximum is 1SS p e r year. 
Revolving credit ra te  is 
182 per year.

25 mos. 
to_§390, 
37 inos. 
to §1300. 

None over 
§1300.

Yes No §32,500 
No limit if 
secured by 
real estate.

UCCC requires same disclosures as Remulation Z. Regulation 
Z disclosures deemed compliance with state disclosures.

ILLINOIS 
Department 
of Financial 
Institutions

2US to 6300. 22 to §600, 
1)3 to §1500; or 1/12 of 
Annual Percentage Rate 
equivalent.
C on sum er In s ta llm en t 
Loan Act: Annual dis­
count rates from 8A2 for 
m a tu r i tie s  up  to 30 
months and declining for 
lon g e r m a tu ritie s ; o r 
1.54762 per month. Loans 
over §800. (Banks may 
lend under this law.)

None

121 tnos. Dis­
count 
. or 

interest 
rate

Regulation Z type disclosure provisions added to the 
regulatory laws noted herein.

INDIANA 
Department 
of Financial 
Institutions

UCCC: 362 a year to 
§330, 212 to §1100, 152 
to §30,000. W hen this 
combination yields less, 
maximum is 182 per year. 
Revolving credit perm it­
ted.

25 mos. Yes
to 6330,
37 mos.

to §1100.
None over

§1100.

None 
(Regulation 
applies up 
to §30,000)

UCCC requires same disclosures as Regulation Z. Regulation 
Z disclosures deemed compliance with state disclosure.

IOWA
Superin­
tendent of 
Banking
State
Auditor

32 to §250, 2* to §400. 
1)12 to §1000, (Rate set 
by State Banking Board.)

Industrial Loan Act: 02 
n rr annum discount plus 
ice of §1 lier §50 (§40 
max.); 52 tor default of 
10 days.

25 mos. 
to §300, 
37 mos. 

to §1000.
None over 
§1000.

Dis­
count 

and fee

§1000

202 of 
capital



CONSUMER FINANCE AND RELATED LOAN LAWS

STATEANDSUPERVISOR
PRECQMP.ADD-ONDISCOUNT

CREDIT LIFE AND DISABILITY INSURANCI WHERE PERMITTED IWiL

Life, 75). Disability 
(14-day retro 
$2.20-12 mo . - 
$3.00 - 24 mos.
§3.80-36 m o s . 5

§25,000 
No limit if 
secured by 
real estate.

i l l

a s s a *fm m
m m

Kansas 303 p er year t0 $300, 25 mos.
Consumer 2 12  to $1000 , 14.452 to to $300,
Credit Com- §25,000; or 182 per year. 37 mos.
missioner Revolving loans permit- to $1,000, 

ted. (min. $5-$7.50 @ None over
$75) §1,000.

UCCC requires some disclosures as Regulation Z. No penalties 
allowed if creditor complies w ith Administrator's rules.

KENTUCKY
Commis­
sioner of 
Banking

32 to $300, 22 to $1000, 
12 to $1200; or add-on 
rate, $20 a year per $100 
on first §300, $16 to $800, 
§13 to $1200.
Industrial Loan Act: 72 
per annum add-on or dis­
count plus fee of §1 per 
$50 to $2,000; 52 up to $5 
per installment for default 
of 10 days. (See A.G. Op. 
No. 72-374 re  rates.)

36)4 mos. Add-on Yes

61 mos. Dis­
count 

and fee

Life, 75). Disability? 
(14-day re tro .) :^ r f a ^
$2 .2 0 - 1 2 mos.isV2 ^ i§3.00 - 24 mos.—iKvJ'A 
$3.80 - 36 m o s J ^ g  
NAIC

• bcnJ

J S S f l S s s r -

General law requires same disclosures as Regulation Z." 
Reg. Z  disclosure deemed compliance w ith state disclosure.

ill Jl
ot nil

(1) taiixl &
32 (la 
•Serei 
in del 
jltcrr

(1) $ 
si <14
54 oi

$25,000 Life, §1.00. Disability/; 
(14-day retro.):. ....
§2.20 -12 mos....
§3.00 - 24 mos.
§3.80 - 36 mos.v*

Sahhrx. I#a u. .’•wr '

U**<* iNrtlttlW

(BjiiII 
Sjnizr 
r jii-s r 
may <
1st 
advnil

Motol In ail 
pi:il[

$7500

LOUISIANA 
State Bank 
Commis­
sioner

362 per year to $800, 272 
to $2000, 212 to $.3500, 
152 on any remainder; 
or 182 pe r year. Revolv­
ing loans permitted, (min. 
$7.50-$ 15 ©  $200) Rate 
drop* to 82 per year 12  
month* after maturity.

None

Licensed lenders and others may charge nbovn rates on sale 
contracts (other than auto) acquired within 35 day* of sale.

Life, 50). Disability.' 
(14-day retro.): ,n'\
$2.37 - 12 month* - .• 
§2.84 - 24 month* -*
$3.20- 30 month* •. v,

$25000 
No limit 

if secured by 
real estate.

182 per year. (min. $o- 
$7.50 ©  $75) Revolving 
credit perm itted. Unioue 
restrictions mnka higher 
rates generally inopera­
tive (302 per yeur to $300, 
2 12  to $1000 , 152 on re­
mainder). Most licensees 
have ceased business.

25 mos. 
to §300, 
37 mos. 
to $1000

I Dan 
viu-d 
the it 

i page.

MAINE 
Superin­
tendent of 
Bureau of 
Consumer 
Protection NAIC

General law requires same disclosure* ns Regulation 
”/. Cranted FRB exemption.



CONSUMER FINANCE AND RELATED LOAN LAWS

STATEAMDSUPERVISOR
PRECOMP,ADD-ON
discount

CREDIT LIFE AND - -
disability insurance 

where PERMITTEO „
MARYLAND
Adminis­
trator of 
Loan Laws

32 to $300, 22 to $500. 
(rate drops to 62 a year 6 
months after maturity.)

Life, 70). Disability, 
(14-clay retro.):
$2.20 -12 mos. ‘ 
$3.00 - 24 mos.
§3.80 - 36 mos. ;. -%)
Life only. ' »
NAIC

Bank
Commis­
sioner

Industrial Finance Law: 
132 per year. (Banks may 
be licensed under this law)

Timn"-iiTir

La”"

XklFWlUUM*MASS. 
Commis­
sioner of 
Banks

2122 to $200, 22 to $600, 
122 to $1000,22 to $3000. 
Ra*e Fixing Board. (62 a 
year 12 months after ma­
turity.)
General Interest Law: 
202 per year over $3000 
except for certain home 
mortgage loans.

None Precomp. Life and ’ Disability-- 
each 50) per $100 per- 
year.

None 
(over §3000)

General disclosure law is almost a copy of Regulation Z, 
Granted FRB exemption.

W-4MICHIGAN
Financial
Institutions
Bureau,
Department

$1500 Life only, CO). 
NAIC

SwtA
i J*H.l<MOn!|l 
3 TSniMinR

Commerce

Compliance with Regulation Z  satisfies con­
sumer finance, sales finance, and home improve­
ment law disclosure provisions.

"■wtttHI!
tula if JjW



CONSUMER FINANCE AND RELATED LOAN LAWS

STATEANDSUPERVISOR
CREDIT LIFE AND DISABILITY INSURANCE WHERE PERMITTED

PRSCOMP.ADD-ONDISCOUNT
MAXIMUMMATURITY

MINNESOTA
Commis­
sioner of 
Banks

£22 to §300. 1 £5 to S600. 
182 to §1200 plus fee of 
$1 per $100.
Indus. Loan Act: discount 
rates of 82 per year for 36 
mos., 722 to 42 mos., 782 
to 48 mos., 782 to 54 inos., 
72 to CO mos. plus fee of 
$1 per each $50 to $2000.

568 mos.
(by

regulation)
60 mos.

Life, 55). Disability 
S2.1S -12 months 
S2.56 - 24 months 
§2.88 - 86 months 
NAIC

Precomp, 
and fee

102 of capital 
(102 on 

“marketable 
collateral’’.)

Dis­
count 

and fee (enjoined, existing 
rates may be charged)

MISSISSIPPI
State Comp­
troller of 
Banks

352 per year to 3600, 332 
to $1800, 242 to $4500, 
122 over $4500.

None 
except 3 

to 12 mos, 
to $99

Precomp, Loans over $99 only._- 
Life, $1. Disability- 
(14-day retro.):
$2.20- 12 months . -V 
$3.00 - 24 months., -yi-a. 
S3.S0 - 36 months •e-ciyv 
(by regulation)

None

MISSOURI 
Commis­
sioner of 
Finance

2.2182 ($15 per $100 e. 
year) to $500, 102 per 
year on balances over 
$500.

Precomj 
No Del 
Chg.

Life and Disability 
(14-day retro.) .

None

Re Reg. Z  and state disclosure compliance, see 1969 Missouri 
Attorney General Opinion No. 271.

MONTANA 
Department 
of Business 
Regulation

Add-on rate: $20 a year 
per $100 to $300, $10 to 
S500, $12 to $1000, and 
$10 to $7500. On loans of 
$90 or less $1 for each $5.

21 mos. 
to_$300; 
25 mos. 

over $.300 
to $1000; 
37 mos, 

to $2500. 
None over 

$2500.

Add-on Life over $300, 75). 
Disability over $300 
(14-day retr'\): 
S2.20-.12 mos.
53.00-24 mos.
S3.80 - 36 mos. £ £
NAIC M

Life, 61). Disability 
(14-day retro.): • .•-‘•n’. 
$2.00 - 12 months 
$2.70 - 2-1 montlis 
$3.40 - 36 months ■>«&- 
NAIC ■

NEBRASKA
Director of 
Hanking

36 mos. 
except 

real estate 
security

[i’recomp,

General law requires disclosure of annual or monthly interest rate or annual add-on rate.

m m m



St Saiaa:

CONSUMER FINANCE AND RELATED LOAN LAWS

STATEANDSUPERVISOR
PRECOMP.ADD-ONDISCOUNT

CREDIT LIFE AND • v DISABILITY INSURANCE 1 WHERE PERMITTED -cl
Life, 65). Disability-- 
(14-day retro.):
$2.20 - 12 months k<cM 
$3.00 - 24 months 
$3.80 - 36 months 
NAIC

Life, based on termU;-'' 
47) -12 mos.
89) -24 mos.. ,
$1.29 - 36 m os.. •„ 
Disability (14-day-^jo£i 
retro.): EES&fssli
$1.96 -12 mos-. rp&K-v 
$2.43 - 24 mos- u v V * ^  
$2.73 - 36 mos.
NAIC . ■‘■&&SS

Life, 44)-64) depend-’i- 
ing on insurance vol—; 
ume, Disability (14-f 
day retro.):
$1.80 -12 mos. . -3r,‘V: 
$2.16 - 24 mos.
$2.38 - 30 mos. - 
NAIC

Jam.13

«;. P i

T O ? ?

5 r?
,-rf. 'JSJ'

S M t S S

NEVADA 
Superin­
tendent of 
Banks

Add-on rates of 92 a year 
per $100 to $1000 and S2 
to $2500. 17.742 per year 
on rem ainder of unpaid 
principal balance over 
$2500 to $10,000. Service 
charge of 1) per $1 on 
first $200 and 8) per $1 
pe r month on next $200.

245 mos. 
to $1000, 
368 mos. 
to $2500, 
488 mos. 
to $4000, 
605 mos. 
to $6000, 
728 mos. 
to $7500, 
848 mos. 

to $10,000.

Add-on
Precomp.

$10,000

NEWHAMPSHIRE 
Bank Com­
missioner

22 to $600, 182 to $1500, 
182 on larger loans. (Rate 
drops to 62 a  year 3 
months after maturity.)

24 mos. 
to $600; 
36 mos. 

to $1500; 
48 mos. 

over $1500

$5000

Ceneral law requires disclosure of "finance charges, expressed in dollars, 
ra te of interest, or monthly ra te of charge, or a  combination thereof".

NEW JERSEY
Commis­
sioner of 
Banking & 
Insurance

242 a year to $500, 222 to 
$1500, 152 to $2500.

368 mos. 
to $1000, 
488 mos. 
to $2500.

(by.
regulation)

Compliance w ith Regulation Z satisfies inconsistent 
disclosure provisions of laws noted herein.

$2500



CREDIT LIFE AND DISABILITY INSURANCE WHERE PERMITTED
Life, 65$. Disability 
(14-day retro,):
52.33 -12 months 
$3.23 - 24 months 
$4.15-36 months 
NAIC

T~>.
• fan:iT Ajaa. $-*7 w .  $ 

:*!3i>!.•■»■> • t

444-64$ depend— 
in insurance vol—
jility (14-day-s'73 
)i •n‘f.d
• - 12 months -VSt 
I - 24 months 
- 36 months ■ ■*-:- 

:ed 10, 15 or 205 -
or more.

IfMlhthwiR
V*«» L»-<
l*»J|N|l 
*•*♦-» lr»)

f c » « A « i * t  L u n  

<«* Cm-| Cml

cj

level tcnn per- 
1. Disability ••.*■ 
ly retro.):
- 12 months -•

I p i P

£ 5 ^ p S l l l

STATEANDSUPERVISOR MAXIMUM RATE MAXIMUM
maturity

PRECOMP,ADD-ONCI5C0UNY
NEW MEXICO
Commis­
sioner of 
Banking

35 to $150, 255 to $300, 
15 to $2500; or 155 on en­
tire unpaid balance. (Rate 
drops to 105 a year one 
year after maturity, or en­
try of judgment, or 90 
days after a bankruptcy 
adjudication followed by 
discharge o r 90 days after 
borrower’s death.

None

\

Precomp

Installment Loan Lav/. 
See opposite page.

None Add-on

CONSUMER FINANCE AND RELATED LOAN LAWS

Regulation Z  disclosure deemed compliance with sales finance disclosure provisions.

HEW YORK
Superin­
tendent of 
Banks

255 to $100, 25 to $300, 245 mos. Precomp
155 to $900, 155 to to $300,
$2500. 365 mos.

to $1400, -
485 mos. 
to limit 

(by regu­
lation)

• V

Regulatory laws noted herein require compliance with 
Regulation Z.

NORTHCAROLINA
Commis­
sioner of 
Banks

35 to $300, 155 to $1500. 
On loans of $95 or less, 
optional ra te  of $1 for 
each $5. (Rate drops to 
65 per annum  after ma­
turity.)

25 mos. 
to $600, 
37 mos. 

over $600

No

Optional rate: Licensees 
who do not churge above 
rates mny charge 155 a 
year "effective rate” ($10 
per loan or $1 per pay­
ment min.) on loans to 
$5000.

60 mos. Yes

"Motor vehicle" licensees: 
Add-on ra te  of $15 a year 
per $100 to $500. $11 to 
$1000, $9 to $1500; 165 a 
year simple interest on 
entire amount of loans be- 
ween $1500 and $5000,

48 mos. See
rate

column

$2500

$1500

$5000

$5000



CONSUMER FINANCE AND RELATED LOAN LAWS

STATEANDSUPERVISOR
CREDIT LIFE AND DISABILITY INSURANCE WHERE PERMITTED

PRECOMP.
ADD-ONDISCOUNT

MAXIMUMMATURITY LOAN SIZE LIMIT

HORTHDAKOTA
Department 
of Banking 
and
Financial
Institutions

Life, ’15$. Disability 
(14-day retro.):
$2.61 -12 months 
$3.53 - 24 months 
$4,18-36 months 
NAIC

245 mos, Precomp

Coasumer Finance Act: 
185 per year over $1000 
to $2500. Revolving loans 
perm itted.

OHIO
Division of 
Securities 
in D ipt, of 
Commerce

Life, 65<i-60<f. Disabil­
ity (14-day retro.): 1
$2.23 - 12 months . V . 
$2.81 - 24 months 
$3.21 - 36 months

a.

Life, only.

Add-on rate: $16 per year 
p e r $100 to $750. $11 to 
$1500, $9 to $3000, or 
equivalent simple interest 
rate. (eff. 2/20/76)

255 mos. 
to $500, 
375 mos. 
to $1000, 
495 mos. 

over $1000

Add-on Cjcaunief

::'V? h***Cfcdit
ffcuocingSecond Mortgage Act: $8 

p e r $100 per vear add-on 
plus "reasonable" service 
charge up to $200 or 53 
of principal.

Add-on 
and fee

FI-

Life, 85$. Disability 
(14-day retro.):
$2.20 -12 months - 
$3.00 - 24 months 
$3.80 - 36 months

OKLAHOMA 
Admin­
istrator of 
Consumer 
Affairs

25 mos. 
to $300, 
37 mos. 

to $1000, 
None over 

$1000.

None 
(Regulation 

applies up 
to $25,000)

UCCC: 303 a year to 
$300, 215 to $1000, 153 
to $25,000. W hen this 
combination yields less, 
maximum iy 183 a year. 
Special rates for loans to 
$100. Revolving credit 
perm itted. •ft

.v' r •’  v- ^.-1
’V1** >

Regulation Z adopted bv Consumer Affairs Commission 
under UCCC. C ranted F'RB exemption.

Life, 60^. Disability, 
(by regulation) •...■

33 to $300, IKS to $1000, 
IKS to $5000. Over $5000, 
153.

ZwiA Consume 
L»«* L»w

Precomp. 
(by nile)

OREGON
Superintend­
ent of Bnnks

hotA Ordil 
E M
ItMiwinK

)<n«n«tn f). 
Liw

Regulation Z disclosure deemed compliance w ith sales 
finance disclosure provisions.

irwwr



STATEAMDSUPERVISOR

PUERTO RICO 
Secretary of 
Treasury

RHOOfcISLAND
Director of
Business
Regulation

CONSUMER FINANCE AND RELATED LOAN LAWS

MAXIMUM RATE

PENNSYLVANIA 
Secretary of 
Banking

35 to $150, 25 to $300. IS 
to $600. (Rate drops to 65 
a year 24 months after 
date of loan.)
Consumer Discount Com­
pany Act: 9)35 per annum 
discount for 36 months, 
65 for remaining period, 
plus max. fee of $15 (51 
for each $50 or fraction); 
DiS per month for default 
or deferment. 25 per 
month for revolving ac­
counts.

20$ o year per $1 to $300, 
7$ to $600 add-on.

Hate on entire balance: 
35 on loans to $300, 2!s5 
on loans between $300 
and $800. and 25 on 
larger loans.
G ene ra l In te re s t  Law: 
215 per annum (interest 
and expenses).

MAXIMUMMATURITY

24 mos.

48)i mos.

None

25 mos. 
to $1000; 
37 mos. 

over $1000

None

PRECOMP.ADD-ONDISCOUNT CAA

No Yes

Dis­
count 

and fee
No

E

Add-on Yes

No Yes

No

LOAN SIZE LIMIT

$600

$3500

$600

$2500

None

CREDIT LIFE AND DISABILITY INSURANCE WHERE PERMITTED

Consum er F inan ce  
Act: Life only, 60$.

Discount Act: Life,
50$ if over $600 or 
more than 24 months; 
other loans, 60$. Dis­
ability (14-day retro.): 
$2.13- 12 mos.
$2.71-24 mos.
$3.11-36 mos. --
NAIC :v

No

Life, 50$. Disability 
(14-day retro.):
$2.49 -12 months 
$2.96 - 24 months 
$3.51 - 36 months 
NAIC

. . ' v r i

V. .' V-:.- V, *>r.Z

O '
.

7-<y

22

t̂iH* uxl
Law

Xmin

sti»w Mort- 
Loan

L~-

f-4xrjUonnl

C ix n J
LaW



CONSUMER FINANCE AND RELATED LOAN LAWS

STATEANDSUPERVISOR
PRECOMPjADD-ONDISCOUNT

CREDIT LIFE ANO DISABILITY INSURANCE WHERE PERMITTED DATE lllijur

Jan. 13 Jaa.SOUTHCAROLINA
State Board 
of Bank 
Control

Add-on rate: $20 a year 
per $100 to $100, $18 to 
$300, $9 to $1000; $7 on 
larger loans. Fee: not ex­
ceeding 65 or $12 to 
$1000; and 55 or $200 on 
larger loans; lim ited on 
refinancing. Special rate 
for loans to $150.

Life, 60$. Disability 
($100 or more-3-day 
retro.):
$1.65 per year per $5 
monthly benefit.

$7500mos. 
to $1000, 
36,5 mos. 
to $1500, 
48)1 mos. 
to $2000, 
60)5 mos. 
to $7500.

SOUTHDAKOTA
Dept, of 
Banking and 
Finance

2)55 to $300, 25 to $600, 
1J-1S to $1200, 15 to 
$2500, $2 min. charge in 
certain cases. (Rate drops 
to 85 per annum six 
months after maturity.)

24)1 mos. 
to $1000; 
36)1 mos. 

over $1000

Over $100, Life, 75$. 
Disability (14-day re­
tro.):
$2.20 - 12 mos. . , .  
$3.00 - 24 mos.
$3.80 - 36 mos.
n a ic  .

Precomp.

o ^ j g a w W

Superintendent of Banking authorized to "administer 
and enforce" Reg. Z. JmJi Resolving

.Ad Credit
>• »ri Financing

Industrial Loan Act: 7)55 
per annum discount plus 
fee of 45 or $2 to $20. 
50$ per $5 to $75, and 
$7.50 for larger loans, and 
monthly fee of $1.50 to 
$300 and $1 for larger 
loans.

TENNESSEE
Commis­
sioner of 
Insurance 
and Banking

Life, 65$. Disability 
(14-day retro.):
$2.39 -12 mos.
$3.16 - 24 mos.
$3.69 - 36 mos.

Dis­
count 

and fee
Swu C am um e r  
•.̂ .iLaw

Compliance w ith Reg. Z  deemed compliance with 
nil state disclosure requirements.

TEXAS
Consumer
Credit
Commis­
sioner

Add-on rates: $18 a year 
per $100 to $300, $8 to 
S2500. Special rates for 
loans to $100. Revolving 
credit perm itted.
Consumer Credit Code, 
Cli. 4: $8 per year add ­
on. Revolving credit p e r­
mitted.

37 mos. 
to $1500, 
43 mos. 

over $1500

Over $100. Life 58$ 
plus 50$- fee. Disa­
bility: (14-day retro.): 
Coverage to $700: 
$2.25 -12 months 
$3.00 - 24 months 
$3.80 - 36 months 
Coverage over $700: 
$1.95 - 12 months 
$2.60 - 24 months '/
$3.30 - 36 months '*
NAIC

tw it, S iV L 
Jt Credit

Vhwni

T'**

>v5V
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CONSUMER FINANCE AND RELATED LOAN LAWS

STATEANDSUPERVISOR
PRECOMp.ADD'ONDISCOUNT

CREDIT LIFE AND DISABILITY INSURANCE WHERE PERMITTED
DATE lEGIlUroti 

C O N V E N E * .  i  

1976 ’̂7 Itr.

Jan. 12 Jan. 10 J.-a.3 
Subjects limited b  ewa 
>e:lrs- .

V..- ;v .

MAXIMUMMATURITY
UTAH
Commis­
sioner of 
Financial 
Institutions

UCCC: 365 a year to 
$390, 215 to S1300, 155 
to $32,500. When this 
combination yields less, 
maximum is 1S5 a year. 
Revolving credit perm it­
ted.

Life, 75$. Disability 
(14-day retro.):
$2.20 - 12 months 
$3.00 - 24 months 
$3.80 - 36 months 
NAIC.

None 
(Regulation 

applies up to 
$32,500)

2o mos. 
to $390, 
37 mos. 
to $1300. 

None over 
$1300.

Regulation Z adopted ‘Try reference” by Regulation No..l 
under UCCC.

VERMONT
Commis­
sioner of 
Banking and 
Insurance

Add-on Life only, 44$-70$ de­
pending on insurance 
volume. NAIC.

btAilL'nent 
laui Law 
.VlUOII of 

Lw)

Jan.' 1*4?Jaid-12 JaslI J2!S5 to $500,1)45 to $1500; 
or add-on rate, $17 a year 
per $100 to $500, $13 
to $1000, $11 to $1500. 
(Rate drops to 65 a year 6 
months alter maturity, or 
after judgment, or 90 days 
nfter borrowers death or 
bankruptcy.) Rates and 
ceiling set by Cor .mission.

VIRGINIA
Commis­
sioner of 
Banking 
(Delegated 
by State 
Corporation 
Commission)

21 mos. 
to $600, 
31 mos. 

to $1000, 
43 mos. 
to $1500

Add-on Life, 78$. Disability. 
NAIC Industrial Loan 

C-nnpauieS Act.
J u t i Consumes 
L u u  Law 
AKtwn of 
—arj law)

Vvolving 
bun Law
llamc Mortgag 
bun Law

S f l S f e  ■

itmmnce 

TVMcing Lav

Vi‘%.
. -■•Jan. 10C onsum er F inance  

Act: Life only. 60$.
bitntrial I.35 to $300, 1)45 to $500, 

15 to 31000. $1 per
month min.

PrecompWASHINGTON
Supervisor of 
Banking

25 of Capital 
and Surplus

Industrial Loan Act: 
Life, 60$. Disability 
(14-day retro.):
$2.20 - 12 months 
$3.00 - 24 months 
$3.80 - 30 months 
NAIC

Crt^rjlIndustrial Loan Act: 105 
per annum discount plus 
25 fee ($2 min. fee) and 
50$ per month.

Dis­
count 

and fee
24 inos,

‘ . VE-.T..
i ■: ’

. ..

i p n H i i w m
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CONSUMER FINANCE AND RELATED LOAN LAWS

CREDIT LIFE AND DISABILITY INSUSANC WHERE PERMITTED
STATEAHD

S U P E R V I S O R

DATE LEGIJUTVW CONVENES S I STY • t
PRECOMP.

A D D - O NDISCOUNT
MAXIMUMMATURITY LOAN SIZE LIMITMAXIMUM RATE

W E S TVIRGINIA
Commis­
sioner of 
Banking 
and
Attorney
Ceneral

Life, 65$. Disability 
(14-day retro):
$L85 -12 months 
$2.60 - 24 months 
$3,05 - 36 months

365 per year to $200, 245 
to $600. 1S5 to $1200. 
Revolving loans perm it­
ted (min. 50$/mo.).

36)4 mos. Precomp.

C o n s i i m  

b u n  L a w

Wwdsing

Life, 60$. Disability 
(14-day retro.):
$2.23 -12 months 
$2.81 - 24 months 
$3.21 - 36 months

D iscount Loan Law, Sec. 
138.09: 9)45 per year dis­
coun t on first $1000, 85 
to $-3000 up to 36 months 
or simple interest equiva­
len t of discount rates; 1S5
Ee r year on entire unpaid 

alance. Revolving credit 
perm itted.

24)5 mos. 
to $700, 
36)4 mos. 
to $3000. 
None over 

$3000.

Dis­
count

Precomp.
WISCONSIN
State
Banking
Department

■* iwvmin 
bntunief Ac

•Mnnnce
C'TOiom
O o u x u i i f

Consumer Act requires Reg. Z and other disclosures. No penalties 
allowed if comply w ith Administrator’s rules or interpretations.

Life, 60$. Disability 
(14-day retro.):
$2.20 - 12 months 
$3.00 - 24 months 
$3.80 - 36 months 
NAIC

None 
(Regulation 

applies up to 
$25,000)

25 mos. 
to $300, 
37 mos. 

to $1000. 
None over 

$1000.

O nIc

UCCC: 365 per year to 
$300. 215 to $1000, 155 
to $25,000. W hen this 
combination yields less, 
maximum is 185 per year. 
Revolving credit rate is 
185 per year.

WYOMING
Stato
Examiner

UCCC requires same disclosures as Regulation Z. Granted 
F n fi exemption.



LAW OFFICES OF

F A U L K N E R ,  B A N F I E L D ,  D O O G A N  ft H O L M E S

N O R M A N  C. B A N F IE L D  
F R A N K  M. D O O G A N

H E R B E R T  L.  F A U L K N E R  (1802-1972) S U I T E  2 0 1 .  311 F R A N K L I N  S T R E E T  

J U N E A U .  A L A S K A  9 9 8 0 1
T e l . 5 8 6 - 2 2 1 0  

A r e a  C o d e  9 0 7M I C H A E L  M. H O L M E b  
R A N D A L L  J .  W E D D L E March 18, 1977
WILLIAM B. R O Z E L L

J A N  VAN D O R T  
L A W R E N C E  T. F E E N E Y  
C H A R L E S  N. D R E N N A N  
P A T R IC K  E .  M U R P H Y  
T O M  B A T C H E L O R

R e p r e s e n t a t i v e  Joseph M c K i n n o n  
A l a s k a  State House of Repres e n t a t i v e s  
P o u c h  V
State C a p i t o l  Building 
Juneau, A l a s k a  99811

D e a r  Mr. McKinnon:

A t t a c h e d  to this letter is the information  w h i c h  you 
r e q u e s t e d  from Kirk Henry relat i n g  to m u l t i p l e  loans 
at our m e e t i n g  last Friday, M a r c h  11, 1977.

JVDimd
e n c l osure
c c : Terry G a r diner

Dort

R i c h a r d  Urion



Fairbanks 

A n c h o r a g e  1 

A n c h o r a g e  2 

Mt. V i e w  

Total

H O U S E H O L D  F I N A N C E  C O R P O R A T I O N

A n a l ysis of M u l t i p l e jjoans in A l a s k a  A/O 3/16/77

No. of 1 2 3 4
Customers Other O ther Other Other

939 233 47 1 1

814 157 34 0 1

658 136 23 4 0

1,197 309 64 _9 _1

3, 608 602 168 14 3

(given over t e l e phone by Kir k Henry 3/16/77)



LAW OFFICES OF

F A U L K N E R ,  B A N F I E L D ,  D O O G A N  ©  H O L M E S

H E R B E R T  L. F A U L K N E R  ( I8Q2-I972) S U I T E  2 0 1 . 3 1 1  F R A N K L I N  S T R E E T
N O R M A N  C .  B A N F IE L D  
M I C H A E L  M. H O L M E S  
R A N D A L L  J .  W E D D L E  
WILL IAM B . R O Z E L L  
L A W R E N C E  T. F E E N E Y

J U N E A U ,  A L A S K A  9 9 6 0 1
T e l .

A r e a

M a r c h  24, 1977

J A N  VAN D O R T  
C H A R L E S  N . D R E N N A N  
T O M  B A T C H E L O R

F. M. D O O G A N  
O F  C O U N S E L

R e p r e s e n t a t i v e  Joseph M c K innon 
Chairman, House Commerce C o m m ittee 
P ouch V
otate Capitol Building 
Juneau, A l a s k a  99811

Re: Increasing small loan limiuS from $3 500 to $5000

Dear Representative McKinnon:

I am encl osing a copy of a letter w h i c h  I had recently 
r e c e ived from Pacific Finance w h i c h  shows that 40% of 
their customers have more than one loan w i t h  finance c o m­
panies. Obviously, increa s i n g  the small loan limit in 
the m a nner we d i s c u ssed w o u l d  be of substa ntial benefit 
to these p e r s o n s .

J V D : md 
enclos ure
cc: Terry Gardiner

Rxck Urion



ill Fourth A  venue Fairbanks, .1 tanka 00701 
(007) 1,50-77 HO

Pacific Finance loans MAR 2 0 1977

F. D. D. G. & H.

3-21-77

Jan Van Dort 
Room ff 201 
311 Franklin Street 
Juneau, Alaska

Mr. Van Dort,

I have been instructed to furnish you with the following information 

concerning the number of our customers who are open, (have existing loan ), 

with another finance company.

That i f  a total of 234 of my customers that are open with one or more 

finance companys, or 40% of my total loan customers.

1 6 8 customers are open with one other finance company,
61 customers are open with two other finance companys*
5 customers are open with three other finunce cori'panys.

ccj Sig Anderson, District Manager



LAW OFFICES OF

H E R B E R T  L. F A U L K N E R  (1882-1972)
N O R M A N  C. B A N F IE L D
FRANK  M. D O O G A N
M IC H A E L  M. H O L M E S
R A N D A L L  J .  W E D D L E
WILLIAM B.  R O Z E L L

J A N  VAN D O R T  
L A W R E N C E  T. F E E N E Y  
C H A R L E S  N. D R E N N A N  
P A T R IC K  E .M U R P H Y  
T O M  B A T C H E L O R

F A U L K N E R ,  BANFIELD, D O O G A N  &  H O L M E S
S U I T E  2 0 1 .  311 F R A N K L I N  S T R E E T  

J U N E A U ,  A L A S K A  9 9 8 0 1
T EL .  5 8 6 - 2 2 1 0  

A r e a  C o d e  9 0 7

March 30, 1977

Representati ve Joseph M c K innon 
Chairman, House Commerce Committee 
Pouch V
Juneau, A l a s k a  99811

Re: H ouse Bill No. 388

Dear Representati ve McKinnon:

I am enclosing a copy of a letter w h i c h  1 
recent ly received from D. D. W e s s e l i n k  a n d  a chart 
showing the percentages of personal loan receivables. 
T he letter and chart are self-explanatory.

Yours very truly, „

d J -
Van Dort

JVD: db 
E nclosures

cc: Representativ e Richar d U rion
H. Kirk Henry



ANO SUBSIDIARY COMPANIES

Prudential Plaza • Chicago, Illinois 00601

March 22, 1977

Mr. Jon Van Dort 
Room 201

311 Franklin Street 

Juneau, Alaska 99801

Dear Mr. Van Dort:

Mr. H. K. Henry asked me to send you the attached table which shows the 

shares of the personal loan market held by various lenders in the states 
of Alaska, Idaho, Oregon, and Washington. I believe the table is self- 
explanatory and the footnotes explain the sources of the data.

It is interesting to note the consumer finance companies' share of the 
market is directly related to the loan law in the state. In Alaska, 

where the Small Loan Law has a relatively low $1,500 ceiling, consumer 
finance companies have the smallest share of the market. The relatively 

small market share in Washington can also be explained in terms of re­

strictive ceilings for the Small Loan Act and restrictive maturities for 
the Industrial Loan Act.

I hope you find this information useful. If I can be of any additional 
service, do not hesitate to contact me.

D. D. Wesselink
Assistant Director of Research

bjf

cc: H. K. Henry



PERSONAL LOAN RECEIVABLES 

Gross Amounts in Thousands of Dollars

Consumer Loan Companies (1)
Commercial Banks and 

Mutual Savings Banks'- '
C3)

Credit Unions^ '

Receivables %  of Total Receivables %  of Total Receivables % of Total

Alaska $10,727 5.1% $15,245 7.3 % $183,111 87.6 %

Idaho 72,392 26.9 57,951 21.6 138,346 51.5

Oregon 1 5 1 , 2 1 3 (4) 24.0 117,237 18.6 362,317 57.4

Washington 1 6 2 , 3 8 4 (5) 13.6 348,005 29.2 681,922 57.2

Totals, 4 States $396,716 $538,438 $1,365,696

Total

Receivables

$209,083

268,689

630,767

1,192,311

$2,300,850

(1) As of 12-31-75 for Idaho, Cregon, and Washington, 12-31-74 for Alaska.

(2) Instalment loans to individuals for personal expenditures as of 12-31-75. From FDIC 1975 Report of Income.

(3) As of 12-31-75. From CUNA Yearbook 1976.

(4) Net Amount.

(5) Includes $103,920,000 Small Loan receivables, $58,464,000 Industrial Loan receivables.

I



B E N E F I T S  OF HB 6 6 8

^  O I • *. . ‘̂ 0

F o r  t h e C o n s u m e r :

A. I n c r e a s e s  l o a n  c e i l i n g  f r o m  $ 1 5 0 0  to $ 5 0 0 0 ,  

m a k i n g  m o r e  c a s h  a v a i l a b l e  f o r  m a n y  p u r p o s e s .

B. I n c r e a s e d  c e i l i n g  e l i m i n a t e s  n e e d  f o r  2 

l o a n s  at h i g h  r a t e  and c r e a t e s  i n t e r e s t  s a v i n g s  
f o r  c u s t o m e r ,

C. E l i m i n a t e s  d e f a u l t  c h a r g e s

D. P r o v i d e s  j o i n t  s p o u s e  ins c o v e r a g e

E. C l o s e r  r e g u l a t o r y  c o n t r o l  a n d  p e n a l t i e s  
f o r  v i o l a t i o n

F or  t h e  I n d u s t r y ;

A.  P r o v i d e s  ^ ^ r n a te ^ ^ c ^ o u n y -p ^ N n e th Q c f ( a V j ^ a j f a j t ^  
a l l o w i n g  e v e n l y  pq 1 1 <yt t  ed^j^lva-r g e s^ ert- s't a t e d
A P R  t h i V u ^ f i o u t  1

B. I n c r e a s e s  b r a c k e t s  to p r o d u c e  h i g h e r  y i e l d  
to o f f s e t  d i l u t i o n  o f  i ncome c a u s e d  by h i g h e r  
c e i l i n g  and l o s s  o f  d e f a u l t  c h a r g e s .



3% Per Month

*
. A n a l y s i s  of

Action of 

the Principal

% to Total Principal

Rate in Bracket

Montlily Rate Rarneil i

Action of 

the Principal

? to Total Principal

Rate in Bracket

Monthly Rate Earned in

Rato Application to AmorLized Principal Balances 

K<inai M o nthly Principal H c d nc L ion d i r

Under Rate Structure 4 ?
----------- -„f-----------

on F i r s t $400; 2% to $ 3 0 0 ; 17. above (363 day y ear)

1500)loan amortized 0 $125 per month for 12 Months*
* 'Hill ■

0 $400

Principal to to over

Reduc t i on $400 $800 $300

$ 1500 $ 400 $ '400 $ 7 6 6

1375 400 400 575

1250 400 400 4 50

1125 400 400 325

1000 400 400 200
875 400 400 75

7 50 400 350 -

625 400 225 -

500 400 100 -

375 37 5 - -

250 2 50 - -

1 2_5_ - L ;- u - -

$ 9750 $ 43 50 $ 30/5 " 2325

44*62% 31,54% 23.84%

X

3.04167%

X

2^02 778% 1 ,01389%

Bracket 1,36% Rl us *64% plus .24%

^■t,rii)0 0 »l oari ojiuirti zed (i :|;li 16.67 pur month for .12 Months

0 ■I'll 00
I'r i le: i | < f» 1 1.0 to ' 1 •/'.■ r

I'" luct. ion hi)l 1 ■! 5' id 19; ou

:j: 9000.011 luio. d o :|; )id(i.d o 1 iii'DD.oo

1)583.33 1)00 .00 1)00. DO 3783.33

hi66.67 1)00 .00 I100.00 3 3 66 .67
3750.00 1)00.00 1)00. 00 2950.00
3333.33 1)00.00 I|00. 00 2533 .33
2016.67 1)00.00 1)00. 00 2 1 1 6 .6 7
2500.00 1)00.00 liOO.OO 1700 .00
2083.33 l|00.00 IlDO.UO 1283.33
1 6 6 6 .67 1)00.00 l|) 10.00 866.67

1250.00 liOO.OO 1)00.00 I150.OO
833.33 1)00.00 1)00.00 33.33

hi6 .67 _  JiQlLf1'1 .16 .67 -

•1:32,500.00 •f. 1)800.00 :|: 1)1) 16 .67 $23,283.83

11). 77? 1 3.59? 7 1 .6I1:
X

3.01)167% 2 .02778? 1. OL389:

2.24%*

Bracket li 'j% plus .271 plus .73? f

/



A l a s k a

A n a l y s i s  oT R a l e  A p p l i c a t i o n  t o  Amor I i zed !‘ r i nc i pa 1 B.t I [anc.es  J ^ / /& //& * /& £
Equa l  Mon Lilly I’ r Inc i pa I Heduc t  i on /4 -7 “  d a  b iT aJ^ cT

I

Unde r  R a t e S i  r u e  L u r e 

o f
3% Per  Month on F i r s t  $A00;  2% t o  $ 8 0 0 ;  1% a b o v e  ( 3 6 5  day  y e a r )

Same Examp l e P a id  i n  Fu l l  0 1 / 3 C o n t r a c t  T e rm*

\3

A c t i o n  o f  
Llio P r i n c i p a l

% to  T o t a l  P r i n c i p a l

R a t e  in  B r a c k e t

Mon L i l l y  R ate  Earned i n  B r a c k e t

(T \ $ A 00 $ A 00 $ 700
1375 A 00 A 00 575
1250 A00 A 00 A50

_ J  125 A 00 A00 _ 3 2 5 _

$ 5250 $ 1600 $ 1600 $ 2050

3 0 . A8% 
x

3 .0 A 1 6 7 Z

3 0 . A8% 
x

2 .0 2778%

,9 37. p l u s  .627.

* Same r e s u l t  w o u ld  a p p l y  t o  o t h e r  m a t u r i t i e s  w i t h i n  .017. per  month 

**  f o r  v a l i d a t i o n  o f  p r e m i s e  s e e  F l a t  Payment A m o r t i z e d  S c h e d u l e s  p r e v i o u s l y  s u p p l i e d .

:' une Exninn 11 ■I’a i d i n Fn 1 1 (? 1 /'■; Con! raet '!'■ - rm H

f  5000.(XL> 

'i5B3.33 
lil 66.07 
3730.00

,4.
l|()0. 00
liOO.OO 

l|00. 00
litlO. 00

$ liOO.OO

1100.00
1100.00

1100.00

$ IpTiO.OO 

3763.33 
■ 300.67 
po'. ■. 00

Action ol‘ 

the Principal $17 ,‘iOO. 00 4; 1600.00 $ 1000.00 $ III, 300.00

# to Total Principal 9. I'i# 0 . I l|# 81.723

Rate in Bracket 3. 0I11 (>(% :’.0P77B# 1.0 1309#

Monthly Rate Earned in Bracket . ? K plus . 1 0# pins .o:r<r^i

H flame result would apply to other muturitie: within .01# per month.

x* For validation of premise see Flat Payment, Aiiiort i '.',1;d Schedules pr<■vionsly s u p p 1ied.
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II

Y E A R

1975

1976

1977

A L A S K A

HFC C H A R G E - O F F  F O R  1975, 1976, 1977 

COLLECTIONS

%  of Loan A c c o u n t  $ %  of Loan A c count

CHARGE -OFF

79,445

82,578

72,309

2.43

2.45

1.99

12,880

17,759

14,497

.39

.53

.40

66,565

64,819

57,812

NET

%  of Loan Account 

2.04 

1.92 

1.59

Y E A R

1975

1976

1977

BENEFI C I A L  FIN ANCE C H A R G E - O F F  FOR 1975, 1976, 1977 

CHARGE -OFF C OLLECTIONS

$ %  of Loan Account $; %  of Loan A c count

114,877 1.80

151,344 2.28

201,560 2.64

29,735

21,705

20,602

.48

.36

.24

85,142 

129,639 

180,958

NET

%  of Loan Account 

1.32 

1.92 

2.40



■

The p r o p o s e d  b r a c k e t s  in HB 668 of (3%-2%-l%)

($500 - $1,000) y i e l d  e x a c t l y  18% at $4,696 on a four year 

contrac t and $4,548 on a five year contract.
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TUT. f FG1SI VTURE O F  TIFF STATE O F  AI ASK A
G.Vfi; LEGISLATURE

FISC.At. Mn'K

I. REQUEST
Bili/Rcsoiiutou jv» .. HB 668____  ..........
Title R e l a t i ng t o t h e Sm a l l  L o ans Act 
Requested by__________________________________

11. FISCAL DETAIL
Agency Affected Commerce & Economic Developm ent
Program Category Affected P u b l ic  P r o t e c t i o n _________
Budget Request Unit(s) Affected Banking & S e c u r i t i e s

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82
inn PERSONAL SERVICES -0- -0- -0- -0- -0- -0-
?nn TRAVEL -0- -n- .-D- . -0.- ..rC'.. . -0-
3on CONTRACTUAL -0- -0- -0- -0- -0- -0-
400 COMMODITIES -n- -n- -n- .. __rQv.________ . .. . -n-
son EOUIPMENT -n- . . : : f . _ I i - n- . . . . .. r.O.r...... -n- . __
6no LAND & STRUCTURES -0- -n- . ,-:0, .. -Hr . ..-Dr.... -n-
700 GRANTS. CLAIMS. ETC, -0- -0- -0- . . . .  ~o-„ -0-

TOTAL -0- -0- -0- -0- -0- -0-

FUNDING (Thousands of Dollars)

GENERAL FUND -0- -0- -0- -0- -0- -0-
FEDERAL FUNDS -0- .. -0- . -n- ..... -Or. _ . . .‘Or ■ -0-
OTHER (Specifv 1 ..-()■...... . . .. Cl-.. .. .. . ,  n ..... . -o -.... -

POSITIONS

FULL TIME -0- -0- -0- -0- -0- -0-
PART TIME -0- - - ~-[J...... . (} . .  _  .-Ur- ...  :T).v ....... -n-
TEMPORARY — -0------ ---- -0-— ----— ---- -0---- --- ----- - Qrt . ■■ ■ —

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

' 1

Date..., 1/2.0,/,



S l O U S I B J - n O i  ID F I N A N C E

kun Ci mcinuoi rnunAMO SUBSIOIART COMPANIES

February 23, 1978

Honorable Joseph H. McKinnon, Chairman 
House Commerce Committee 
State Capitol 
Juneau, AK 99801

Dear Representative McKinnon:

On F e b r u a r y  8, 1978, you gave me the opportunity to testify 
before the House Commerce Committee on House Bill 668 which 
amends the Alaska Small Loans Act.

The intent of Section 9 of this Bill is to authorize licensees 
under this act to offer joint spouse credit life insurance and 
credit accident and health (disability) insurance.

The language currently being used is not sufficient. Line 7 
on page 5 allows insurance on the "borrower or the spouse co­
maker." This could easily be interpreted to allow only single 
life insurance on either the borrower or the spouse, which is 
the current situation. To avoid confusion, I am attaching the 
language which was recommended originally to permit this cover­
age to be offered.

At the same hearing, I recommended that Section 14, which imposes 
a new civil penalty, be amended to require an administrative 
hearing. Therefore, I recommend that after the word "shall" on 
line 25, on page 6 that the following phrase be inserted: "after
a hearing at the direction of the Commissioner". Stylistic 
drafting tradition may require reference to be made to Alaska's 
Administrative Procedures Act.

I am still interested in seeing that a thirty and one-half month 
maximum maturity be retained for loans between $500 and $1000 in 
section 8 on page 5. I am also enclosing a summary of the 1977-78 
IIFC Customer Survey for your files or the use of your staff. The 
original questionnaires which were used in this survey will be made 
available for copying if you determine this is necessary.



Thank you again for the opportunity to testify before your 
Committee.

H o n o r a b l e  J o s e p h  H. M c K i n n o n ,  C h a i r m a n
F e b r u r a r y  23, 1 9 7 8

P a g e  2

HKH:mis 
E n e l .
cc: J. Brecht

T. Findley
D. Bisbee

Si n c e r e l y ,

HOUSEHOLD FINANCE CORPORATION

Division Public Relations Manager 
8570 S.E. 73rd Street 
Mercer Island, WA 98040



(2> premiums actually paid out for insurance on [the life 
or] pledged p r o p e r t y  of the b o r r o w e r [;]fp3Lcredit insurance 
on the life of one or more borrowers. credit accident: 
and health insurance to provide indemnity in the event of 
dis a b i l i t y  for payments b e c o m i n g  due on the i n d e b t e d n e s s >



ALASKA CUSTOMER QUESTIONNAIRE

The maximum loan size permitted by die Alaska Small Loans Law is $1,500.

1) Should the Legislature be. asked t:o increase the maximum loan size?

Yes No /S~%

Answer the following question ONLY if you answered "YES".

2) The Legislature should increase the maximum permitted loan to:

a) $ 2 , 5 0 0 7 ?0 b) $5,000 - 3 / %  c) $7,500-^?o d) $10,000 ? %

e) Unlimited — /? % ,

(Circle one)

••3) I am: a) Marritxd b) Unmarried c) Separated (Circle one)

4) Currently HFC is permitted to offer credit life insurance. This pays
the balance and the unearned interest to the estate in the event of
the death of the primary wage earner.

If you were to borrow money in the future, would you want the total
amount of your loan covered by credit life insurance if either spouse
died?

Yes 3 i S >  N o  7 %

5) Credit accident and health (disability) insurance makes the loan pay­
ments when the primary rage earner is ill, disabled or under the care 
of a doctor (usually in excess of 14 days).

If you were to borrow money in the future, would you want your pay­
ments covered by credit accident .and health (disability) insurance?

a) Yes _ 2 i £ %  b) No ! b %  c) Military* O

* This coverage is not available t:o members of the military because 
income continues when ill or disabled.

Thank you for taking the time to respond. You may use the reverse side of 
this page to make any conments on K/C, our services or our personnel.



1977-78 HFC CUSTOMER SURVEY

In 1977, H.B. 388 which would increase the maximum loan size under 

the Alaska Snail Loans Act from $1,500 to $5,000 passed the House of 

Representatives 3 4 - 5  and "carried over" to the 1978 legislative session 

in the Senate Commerce Committee.

During the Fall of 1977 a member of the Alaska Senate made the comment 

that "none of his constituents had ever asked to have the maximum loan 

size of the Alaska Small Loans Act increased."

The Household Finance Corporation Public Relations Department decided 

to devise a customer questionnaire to be mailed to a random sample of 

HFC customers to determine if they thought the $1,500 maximum loan size 

should be increased.

Following discussions with the HFC Research Department, it was decided 

to sample on a random basis 15/o of our customers who borrowed amounts 

between $1,000 and $1,500. As of September 30, 1977 seventy-three percent 

(737o) of our Alaska accounts were originally made for amounts in this range.

Branch office instructions were prepared which directed each manager 

to select "every other ledger card" until nin .ty-t'our (94) ledger cards 

had been selected in each branch. The managers were then directed to 

address an envelope and a letter of explanation to each customer, include 

the pre-addressed and stamped envelope and mail the contents to each randomly 

selected customer.

The branch offices completed this assignment during December, 1977 and 

the first week of January, 1978.

Questionnaires received on or before January 20, 1978 were included in 

the results of the survey.



376 Questionnaires were mailed (4 x 94)

107 Questionnaires were returned 

2Z AVo The Response Rate

The customer "explanatory letter" described the survey and indicated 

that HFC was making a randan sample survey of Alaska customers who 

borrow more than $1,000 to determine their opinions about u*e maximum size 

loan we are permitted to offer, as well as tvx> questions about credit 

insurance.



The "Alaska Customer Questionnaire" stated that "The maximum loan 

size permitted by the Alaska Small Loans Act is $1,500." Question one 

said "Should the Legislature be asked to increase the maximum loan size?"1 

Ninety-one (91) customers or eighty-five percent (85%) replied that the 

maximum loan size should be increased. Sixteen (16) customers or fifteen

percent (15%) said the maximum loan size should remain the same. Customers
*

who indicated that the maximum loan size should be increased in question 

one were asked to select a new maximum loan size from the following: 

Twenty-five hundred dollars ($2,500); Five thousand dollars ($5,000); 

Seventy-five hundred dollars ($7,500); Ten thousand dollars ($10,000); 

and "Unlimited."

Thirty-four (34) or thirty-seven percent (37%) indicated that twenty- 

five hundred dollars ($2,500) should be the maximum loan size.

Twenty-eight (28) or thirty-one percent (31%) indicated the ceiling 

should be $5,000.

Four (4) customers or 47o responded that the maximum loan size should 

be $7,500. Eight (8) customers or nine percent (970) selected $10,000 and 

seventeen (17) customers or nineteen percent (19%) indicated the maximum 

loan size should be "Unlimited."

Therefore fifty-seven (57) customers or sixty-three percent(63%) of those 

who indicated the maximum loan size should be increased selected amounts 

equal to or in excess of the $5,000 ceiling in HB 388.

MAXIMUM LOAN SIZE QUESTIONS



CREDIT INSURANCE QUESTIONS

The Alaska Small Loans Act currently authorizes credit life 

insurance to be offered on an optional basis. This coverage pays the 

balance of the loan to the estate in the event of the death of the 

primary wage earner.

Questions three and four were designed to determine what percentage 

of our eligible customers would be interested in having their loans paid 

by "joint spouse credit life insurance" if either spouse died.

Seventy-four (74) of the eighty-one (81) married customers or 

ninety-one percent (917«) responded that in the future they "wanted their 

loan covered by credit life insurance if either spouse died."

Credit accident and health insurance,sometimes called disability 

insurance, makes the loan payments when the primary wage earr""- is ill, 

disabled or under the care of a physician. Currently licensees under the 

Alaska Small Loans Act are not permitted to offer this coverage.

This insurance is not available to members of the military or federal 

government employees because their income continues when they are ill or 

disabled.

Therefore question five described the coverage and asked our customers 

if they "were to borrow money in the future" would they want their pay­

ments covered by credit accident and health (disability) insurance?

Sixty-eight (68) or eighty-t'our percent (847,) of the eighty-one (81) 

eligible customers responded "yes". Thirteen (13) or si>" jen percent (167.) 

responded "no". Tv’enty-four (24) members of the military oi governmental 

employees were not eligible for the coverage. Two (2) customers did not 

respond to the question.



ALASKA CUSTOMER QUESTIONNAIRE

1) Should the Legislature be. asked to increase the maximum loan size?

Yes J L £ J &  No

Answer the following question ONLY you answered 'YES".

2) The Legislature should increase the maximum permitted loan to:

a) $2,500 " 3 7  % b) $5,000*5/% c) $7,500-^?o d) $10,000 <7 %

e) Unlimited —  / 7 %

(Circle one)

'3) I am: a) Married b) Unmarried c.) Separated (Circle one)

4) Currently HFC is permitted to offer credit life insurance. This pays
the balance and the unearned interest to the estate in the event of
the death of the primary wage earner.

If you were to borrow money in the future, would you want the total
amount of your loan covered by credit life insurance if either spouse
died?

Yes ^ No J U p

5) Credit accident and health (disability) insurance makes the loan pay­
ments when the primary wage earner is ill, disabled or under the care 
of a doctor (usually in excess of 14 days).

If you were to borrow money in the future, would you want your pay­
ments covered by credit accident and health (disability) insurance?

a) Yes W .  b) No J J J o  c) Military* O

* This coverage is not available to members of the military because 
income continues when ill or disabled.

The maximum loan size permitted by the Alaska Small Loans Law is $1,500.

Thank you for taking the time to respond. You may use the reverse side of 
this page to make any conincnts on HFC, our services or our personnel.



M A X I M U M  C O N S U M E R  LOAN LAW LIMITS

The maximum limits of consumer loans made by consumer finance 
companies in 49 states and Canada are shown below. The State of Arkansas 
has no regulatory laws. With the national trend toward larger consumer 
loans, there are 38 states that permit consumer finance companies to lend 
the consumer $5,000 or more:

Maximum Loan Number   States

$ 1 , 2 0 0  1

1.500 4

2.500 3

3.000 2

3.500 1

5.000 4

0  , 0 0 0  . 1

7.500 3

1 0 , 0 0 0  2

15,000 1

Loan amount limited
by net worth 4

No maximum loan size or
$25,000 or over 23

West Virginia

A 1 a s k a , M i  e h i  g a n , V e r m c n t ,

V i r g i n i a

Florida, New York, Washington* 

Georgia, Nebraska 

North Dakota

Arizona, C o n n e c t i c u t , Pennsylvania, 
South Dakota

Mary I and

Kentucky, Montai , North Carolina 

I lli.no i s , Nevada 

Oh i o

Delaware, Iowa, Minnesota, Tennessee

Alabama, Cali 1'orni.a, Colorado, 
Hawaii, Idaho, Indiana, Kansas.
Lou i s i a n a , M a i n o , M a s s a c h u s e I t s ,
Mississi p p i , Mi s s o u r i , New 
Hampshire', New Jersey, New Mexico, 
Oklahoma, Oregon, Rhode Island, 
South Carolina., Texas, Utah, 
Wisconsin, Wyoming, Canada

♦Also has an Industrial Loan Law with a maximum loan size limited by a 
percentage of net worth which is chartered on a limited basi”.

11/1/77



(Gross Amounts in Thousands of Dollars)

!
i

Commercial Banks and

PERSONAL LOAN RECEIVABLES
I

Consumer Loan Comoanies Cl) Mutual Savings B a n k s (3) Credit U n i o n s ^4) Total

Receivables 7. of Total Receivables % of Total Receivables 7[ of Total Receivables

A laska $10,331 3.4% $15,955 5.2% $279,612. 91 . 4 % $305,898

Idaho 94,193(2) 30.0 57,678 18.3 162,510 51.7 314,381

Oregon 171,902(5) 21.8 142,211 18.0 474,814 60.2 788,927

Washington 171.512(6) 11.3 463.560 30.5 887.085 53.2 1.522.157

Totals, 4 States $447,938 $679,404 $1,804,021 $2,931,363

(1) As of 12-31-76 for Alaska, O r egon and Washington.

(2) Idaho receivables represent average from June, 1976 data and June, 1977 data due to fiscal year changing from De­

cember to June as of December 1975.

(3) Instalment loans to individuals for personal expenditures as of 12-31-76. From FDIC 1976 Report of Income.

(4) As of 12-31-76. From CUNA year b o o k  1977.

(5) Net amount.

(6) Includes $94,796,000 Small Loan receivables, $76,716,000 Industrial Loan receivables.
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b m m t e s n < : n u d d  f s z m

(jttr’c p  u  'l̂ l/^crrL,

Consumor FlnAnco Division
P r u d e n t i a l  P l a z a  • C h i c a g o ,  I l l i n o i s  G O GO l

December 2, 1977

Mr. Thomas W. Fifidley 

Roo m  201

311 Franklin Street 

J u n e a u , •A laska 99801

Dear Mr. Findley:

Upon Mr. H. K. Henry's request I am sending you the attached table which 

shows the shares of the personal loan market held by various lenders in 

the states of Alaska, Idaho, Oregon and Washington. .

The attached table verifies that the consumer finance companies' share of 

the market is directly related to the loan law in the state. In the state 

of Alaska which has a loan ceiling of $1,500, one of the lowest loan c e i l­

ing of the states mentioned, it can be seen that the consumer finance 

companies only account for 3.4% of the total receivables. The relatively 

small market share in Washington can also be explained in terms of the 

restrictive Small Loan ceiling of $1,000 which was in effect until S e p­

tember, 1977 and the restrictive maturities for the Industrial Loan Act.

If you have any questions pertaining to this data, or would be interested 

in any additional information, please do not hesitate to contact me.

Sincerely yours,

X .  a .  ~nLcv.

M. A. Mayr 

Research Analyst

mk

cc: 11. K. Henry

D. R. Buckey



H o u s e h o l d  F i n a n c e  C o m p a n y ' s  1 9 7 7  A l a s k a  N e ^  O p e r a t i n g  I n c o m e  

w a s  9 . 9 1 %  o f  l o a n  a c c o u n t  b e f o r e  i n t e r e s t  c o s t s  a n d  F e d e r a l  

I n c o m e  t a x e s .

T h i s  w a s  d o w n  1 . 0 9 %  o f  l o a n  a c c o u n t  f r o m  1 9 7 6 .

S a l a r i e s  i n c r e a s e d  . 5 4 %  o f  l o a n  a c c o u n t .

B r a n c h  e x p e n s e s  i n c r e a s e d  1 . 1 5 %  o f  l o a n  a c c o u n t .

Y e a r  e n d  a v e r a g e  l o a n  a c c o u n t  w a s  $ 4 , 4 6 6 , 0 0 0

* . 0 9 9 1

N e t  O p e r a t i n g  I n c o m e  ( B e f o r e  i n t e r e s t  & t a x e s )  $ 4 4 2 , 5 8 1

I n t e r e s t  c o s t  w a s  6 % o f  l o a n  a c c o u n t  . 0 6  x $ 4 , 4 6 6 , 0 0  =  $ 2 6 7 , 9 6 0

B e f o r e  F e d e r a l  I n c o m e  T a x  $ 1 7 4 , 6 2 1

$ 1 7 4 , 6 2 1  7 2 =  $ 8 7 , 3 1 0  =  N e t  i n c o m e  a f t e r  F e d e r a l  I n c o m e  T a x  

8 7 , 3 1 0  - 4 , 4 6 6 , 0 0 0  =  1 . 9 5 %  r e t u r n  o n  c a s h  a s s e t s .
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S A V I N G S  T H R O U G H  L O A N  C O N S O L I D A T I O N S

( B a s e d  o n  l o a n s  w i t h  2 4 - m o n t h  m a t u r i t i e s . )

P R E S E N T  L A W H O U S E  E I L L  6 6 8 P O T E N T I A L  S A V I N G S

O n e  l o a n  o f  $ 1 , 5 0 0  a n d  

O n e  l o a n  o f  $ 5 0 0

T w o  l o a n s  o f  $ 1 , 0 0 0

O n e  l o a n  o f  $ 1 , 5 0 0  a n d  

O n e  l o a n  o f  $ 1 , 0 0 0

T w o  l o a n s  o f  $ 1 , 0 0 0  a n d  

o n e  l o a n  o f  $ 5 0 0

O n e  $ 2 , 0 0 0  l o a n  $ 7 5 . 3 6

O n e  $ 2 , 0 0 0  l o a n  $ 1 2 5 . 7 6

O n e  $ 2 , 5 0 0  l o a n  $ 1 4 1 . 1 2

O n e  $ 2 , 5 0 0  l o a n  $ 2 5 4 . 6 4

O t h e r  l o a n  c o m b i n a t i o n s ,  o r  1 2 - m o n t h ,  3 6 - m o n t h  o r  l o n g e r  

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

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

s h o w n  a b o v e .

I t  i s  e v i d e n t  t h a t  h i g h e r  p r i c e s  t h a t  c o n s u m e r s  n o w  p a y  f o r  

a l l  o t h e r  g o o d s  a n d  s e r v i c e s  c a n  n o  l o n g e r  b e  s a t i s f i e d  

t h r o u g h  l o a n s  w h i c h  a r e  l i m i t e d  t o  $ 1 , 5 0 0  o r  l e s s .  R e c e n t  

e x p a n s i o n  o f  o u r  e c o n o m y ,  c o u p l e d  w i t h  o u r  i m p r o v e d  s t a n d a r d  

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

p r o p e r l y  q u a l i f i e d ,  n e e d  a n d  c a n  f i n a n c i a l l y  h a n d l e  l o a n s  

i n  l a r g e r  a m o u n t s .



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

( B a s e d  o n  l o a n s  w i t h  3 6 - m o n t h  m a t u r i t i e s . )

P R E S E N T  L A W H O U S E  B I L L 6 6 8 P O T E N T I A L

O n e

O n e

l o a n  o f  $ 1 , 5 0 0  a n d  

l o a n  o f  $ 5 0 0

O n e $ 2 , 0 0 0 l o a n $ 1 2 1 . 6 3

T w o l o a n s  o f  $ 1 , 0 0 0 O n e $ 2 , 0 0 0 l o a n $ 2 0 0 . 5 2

O n e

O n e

l o a n  o f  $ 1 , 5 0 0  a n d  

l o a n  o f  $ 1 , 0 0 0

O n e $ 2 , 5 0 0 l o a n $ 2 2 2 . 1 2

T w o

O n e

l o a n s  o f  $ 1 , 0 0 0  a n d  

l o a n  o f  $ 5 0 0

O n e $ 2 , 5 0 0 l o a n $ 4 0 5 . 7 2

T w o l o a n s  o f  $ 1 , 5 0 0 O n e $ 3 , 0 0 0 l o a n $ 2 4 9 . 1 2

O t h e r  l o a n  c o m b i n a t i o n s  o r  l o n g e r  m a t u r i t i e s  o n  l a r g e r  

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

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

■



TESTIMONY OF JULIUS J. BRECHT, OIRECTOR 

DIVISION OF BANKING & SECURITIES 
DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT

BEFORE

HOUSE COMMERCE COMMITTEE 

March 6, 1978

Good morning, Mr. Chairman and members of the committee. My name is 
Julius J. Brecht, and I am Director of Banking & Securities within the 

Department of Commerce & Economic Development. I want to thank you for 
allowing me to appear before you to offer comment on HB668.

As you know this bill makes several changes to the Alaska Small Loans 

Act, (ASLA), AS06.20. The ASLA was enacted in 1955 and has not been 
substantially changed since that time. I concur with the sponsor of the 

bill that a comprehensive review of ASLA is in order. The bill before 
this committee is '•.he result of such a review coordinated between the 

sponsor ana the Division of Banking and Securities.

The bill has been reveiwed by representatives of the three finance cor­
porations who presently operate offices in the State. Those three 
corporations are in support of all of the provisions of the bill.

I have had the following documents distributed to the members of the 
committee for their information: (1) a memorandum dated December 27,

1977 giving a section-by-section analysis of the bill; (2) a fiscal note 
prepared by myself dated January 24, 1978; and (3) a copy of my written 

testimony on this bill.

The major provisions of the bill include: (1) raising the loan cap from
$1500 to $5000; (2) raising the liquid assets requirements from $10,000 
to $20,000; (3) raising the license bond requirement from $1000 to 
$5000; (4) changing the interest steps on loans from $400 to $500, $800 

to $1000, and $1500 to $5000, respectively; (5) providing for an alter­
native interest rate of up to 18% per annum; (6) providing an exception 
from the prohibition against compounding to allow refinancing of loans; 

(7) providing for the computation of interest on a loan based on an 
actuarial method; (8) providing limitations on the period of a loan 

based on the amount of the loan; (9) providing for credit-life insurance 
and disability insurance on the life of the spouse-co-maker on a loan as 

well as the borrower; and (10) providing civil remedies for violation of 

the loan cap and interest provisions of ASLA.



In summary, the provisions of this bill are in my opinion long overdue. 

Licensees under ASLA provide a service in which Alaskan borrowers have 
demonstrated continued interest. The provisions of this bill will 

ensure continued service in the best interest of the Alaskan borrower 
and will provide a realistic interest charge structure in light of the 
rise in the cost-of-living since the matter was last considered in 1969.

I therefore support the provisions of this bill and stand ready to 

answer any questions that the committee may have concerning this legis­
lation.

- 2 -
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STATE 
o f ALASKA

DEPARTMENT OF COMMERCE & ECONOMIC DEVELOPMENT

T° piembers of the Committee date- December 27, 1977

FILE NO:

TELEPHONE NO:

from: Julius J. Brecht 

Di rector

HB 668
subject. Small Loans Act Bill 

Narrative Supplement
Div. of Banking & Securities

The proposed legislation before you provides for a number of changes to 
the Alaska Small Loans Act (ASLA), AS 06.20. The ASLA became law in 

1955 and has not been substantially changed since that time.

The major provisions of the bill include: 1) raising the loan cap from 
$1,500 to $5,000; 2) raising the liquid assets requirement from $10,000 

to $20,000; 3) raising the licensee bond requirement from $1,000 to 
$5,000; 4) changing the interest steps on loans from $400 to $500 and 
$800 to $1,000; 5) providing for an alternate interest rate of up to 13% 

per annum; 6) an exception from the prohibition against compounding; 7) 
provision for computation of interest for a loan on an actuarial basis; 
8) limitations on the period of a loan; 9) provision for credit-life on 
the spouse-co-maker of a loan; and 10) civil remedies for violation of 

the loan cap and interest provisions of ASLA.

The following is a section-by-section review of the provisions of the 

bill.

Section 1. (AS 06.20.010). This section and sections 3,6,7,10, 11, 12 

and 13 of the bill raise the statutory maximum amount of a loan from 

$1,500 to $5,000. The loan cap was last amended in 1969 from $1,000 to 
$1,500. Since that time, the cost-of-living and the cost-of-business 

have increased, and the trend in other states has been to increase the 

loan cap. At the present time only six states have a loan limit of 
$1,500 or less, i.e., Washington, West Virginia, Virginia, Vermont, 

Michigan and Alaska. Sixteen states allow loans of up to $5,000. It is 

therefore, my view that the ASLA loan cap should be raised to $5,000 
provided the other provisions of this bill are also enacted.

Sections 2 and 4 (AS 06.20.040, 06.20.060). These sections raise the 
minimum liquid assets requirement for establishing a small loon office 
from $10,000 to $20,000. The increase is proposed in light of the 

increase of the loan cap (see section 1) and inflation.

Section 3. (AS 06.20.050). This section raises the minimum bonding of a 
licensee from $1 ,000 to $5,000. The increase is proposed iri light of 
the increase of the loan cap and inflation.
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Section 4. (AS 06.20.060). See section 2.

Section 5. (AS 06.20.090(b)). This section requires a licensee to

notify the department in advance of any change of loca.tion of his place
of business. This change is necessary to ensure that the department is 

aware of the location of all licensees at all times. For example, bank 
examiners must know the location in order to conduct surprise examinations.

Section 6. (AS 06.20.200(a)). See section 1.

Section 7. (AS 06.20.200). In (a) of this section changes are made to

the interest steps from $400 (3%/month for loan amounts less than $400),

$800 (2%/month for amounts between $400 and 800) and $1,500 (1%/month 
for loan amounts from $800 to $1,500) to $500, $1,000, and $5,000, 

respectively. In (b) of this section, nrovision is made for an alternate 

interest rate of 1-1/2%/month on the unpaid principal balance. Representatives 
of the finance corporations doing business in this State have submitted 
data to me that documents the need for these changes in order that the 

corporations may cover the increased expense, of doing business in Alaska.

There are at present 13 licensees doing business in Alaska with total 
loans outstanding as of December 31, 1976 of over $12 million. There is 

then a demonstrated public interest in this form of financial service.

It is my view, based on the information that the finance corporations 
have submitted to me, that the proposed changes of this section are 
necessary to ensure their continued service to the public.

Section 8. (AS 06.20.250). In (a) of this section, provision is expressly 
made for refinancing of loans and inclusion of interest due on the 

previous loan in the principal amount payable under the refinanced loan. 
However, the past due interest may be included in the principal for only 
up to 60 days prior to the refinancing. This procedure allows the 

licensee to aid a customer who has gotten behind in his payments. At 

the same time the amendment makes clear that, the refinancing is not 
compounding of interest in violation of the section.

Under (b) of this section, a licensee may compute interest on a loan on 

an interest bearing or actuarial basis at the rates specified in 
AS 06.20.230 (see section 7 of the bill) or at a single annual interest 

rate that would earn the same finance charge as that computed using 

section 230 assuming the debt is paid according to the terms of the loan 
agreement. The provisions for computing interest by an acturial method 
are based on the law of the State of Oregon. The method allows the 

licensee to collect that amount of interest which he discloses in the 
loan agreement on a day-to-day basis. If a customer takes the full time 
period provided in the loan agreement to pay back the loan, then the 
amount of interest collected is the same under the present law and the 
proposed actuarial method. This provision is proposed to allow the 
licensee to collect the interest that he discloses in the loan agreement.’
Only three states out of a total of about 47 having small loan acts provide 

for the calculation of interest on the unpaid balance of a small loan and 
require that the interest charged be graduated in a manner similar to that set 

out in section 230 (Florida, Michigan and Alaska). Approximately 44 allow for 

the actuarial method.
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Under (c) of this section, limits are placed on the maximum time period 

of a loan as a function of the amount of tne loan. For example, a loan 

of $2,000 may not be paid out over a time period greater than 48-1/2 
months. The proposal follows the law of the State of California. This 
provision is proposed to ensure that a customer does not end up with a 

loan agreement which forces him to make monthly payments consisting of 

large interest payments and very little payment on the principal.

Section 9. (AS 06.20.260). The present law provides that a licensee may 

offer credit-life insurance or credit-disability insurance on the co- 
maker-spouse of the borrower. The present law only provides for suc.h 
insurance on the borrower. Similar credit life laws are found in at 

least 35 other states. •

Section 10. (AS 06.20.280). See section 1.

Section 11. (AS 06.20.290). See section 1.

Section 12. (AS 06.20.300). See section 1.

Section 13. (AS 06.20.310). See section 1.

Section 14. (AS 05.20.320). Under (a) of this section, penalties are 
provided against a licensee or lender who makes a contract or loan, the 
making of which or collection of which causes a violation of (1) the 

limitations on the maximum interest that may be charged (AS 06.20.230),

(2) the prohibition against splitting up loans (AS 06.20.240), (3) 
computation and payment of interest (AS 06.20.250), (4) the limitation 

on charges in addition to interest (AS 06.20.260), (5) the provision for 

maximum charges under the chapter (AS 06.20.280), (6) the .•vision for 
the purchase of wages for $1,000 or lass (AS 06.20.290), (/) the provision 
for maximum charges by a non-licensee on loans (AS 06.20.300), or (8)

makes a loan in violation of the interest rates specified in the chapter
(AS 06.20.310). The penalties are to require the licensee or lender to 

reimburse that portion of the interest and charges in excess of that 

provided under the chapter, or in the case of repeated violations, to 
adjust the contract or loan agreement interest rate down to the contract 
rate specified in AS 45.45.010(a). That rate is 6% per annum. This 
provision is proposed to give the Commissioner authority to ensure 
compliance with the provisions of the chapter in the best interest of 
the borrowing public. Under (b) of this section, the misdemeanor 
penalty is extended to cover violations of AS 06.20.280 and 290. Section 

280 prohibits a licensee from charging a rate of interest in excess of 
that provided by the chapter, and further prohibits a licensee from 
assessing other charges not expressly provided under the chapter. It 
also prohibits a licensee from allowing a loan balance tc exceed the 
limit of $5,000 provided by the chapter. Section 290 makes clear that * 
certain types of compensation to the licensee shall be considered interest 
for purposes of AS 06.20.230. This provision is proposed to extend the 
misdemeanor penalty to violations which are otherwise covered or referred 
to in the other sections cited in (b) of this section, e.g. AS 05.20.230 
and 260.
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Section IS. (AS 06.20.900). This section defines the terms "commissioner" 

and "department" as used in the chapter.

Section 16. (AS 06.20.260). This section repeals AS 06.20.260(a)(4) 
which allows a licensee to assess a default charge of up to $3.00 for 
each default on a loan payment in addition to the interest rate structure 

provided under AS 05.20.230. Alaska appears to be the only State in the 

union that has a statute providing for the calculating of interest on 
the unpaid balance and in addition providing interest for default charges. 

That is, the default charge is normally associated with a statute that 

provides for a pre-computation of the interest on a loan. In this 
context, when a borrower is late on a loan payment, the lender has no 
recourse other than through the assessment of a penalty, i.e., a default 
charge. However, if the statute provides for the calculation of interest 
based on the unpaid balance, and a borrower is late on a payment, then 

the loan continues to accrue interest for the lender. There is no need 

for a default charge.

In summary then, the Small Loans Act Amendment Bill before you makes a 

number of changes to ASLA in the best interest of the Alaskan borrower 

and provides a realistic interest charge structure in light of the rise 
in the cost-of-living since the matter was last considered in 1969.

I stand ready to answer any questions that you may have concerning this 

legislation.
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