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PROPOSED IN TEREST RATE C S :

1 )  L o a n s  o f  $ 5 0  o r  l e s s (60% )
2 )  L o a n s  b e tw e e n  $ 5 0  and  $ 1 , 0 0 0  (36% )
3 )  L o a n s  b e tw e e n  $ 1 , 0 0 0  and $ 5 , 0 0 0  (24% )
4 )  L o a n s  i n  e x c e s s  o f  $ 5 , 0 0 0  a n d  t o  

$ 2 5 , 0 0 0 :  a t  a  r a t e  a g r e e d  u p o n  b y  c o n ­
t r a c t ;

L o a n s  c a t e g o r i e s  t o  b e  a d j u s t e d  i n  10% i n -  
c r e m e  \ t s  b a s e d  on  10% i n c r e a s e s  i n  t h e  AN- 
c h o r a g e  C P I  u s i n g  Novem ber 1 9 8 2  a s  t h e  b a s e  
p e r i o d .

l a t e  f e e  n o t  t o  e x c e e d  10% o f  t h e  p a ym en t  
o r  $1 : w h i c h e v e r  i s  l e s s ;

PRESENTLY IN  STATUTE

1 )  L o a n s  o f  $ 50  o r  l e s s  (60% )
2 )  L o a n s  b e tw e en  $ 5 0  an d  $ 5 0 0  (36% )
3 )  L o a n s  b e tw e en  $ 5 0 0  a n d  $ 1 , 0 0 0  (24%)
4 )  $ 1 , 0 0 0  t o  $ 2 5 , 0 0 0  (12% )

5 )  Open e n d  l o a n s  b e tw e en  $ 5 , 0 0 0  and $ 2 5 , 0 0 0  
t h e  g r e a t e r  o f  l*s% p e r  m on th  (18%) o r  8% 
p o i n t s  a b o v e  t h e  f e d e r a l  r e s e r v e  d i s c o u n t  
r a t e  o n  t h e  f i r s t  d a y  o f  t h e  mon th  b e f o r e  
t h e  c a l e n d a r  q u a r t e r  d u r i n g  w h ich  t h e  
l o a n  i s  made.

NEW PROPOSED INTEREST RATE C S :

© t o  $ 1 , 0 0 0 :  36%
L $ 1 , 0 0 0  t o  $ 1 0 , 0 0 0  24%

S 1 0 , 0 0 0  t o  $ 2 5 , 0 0 0  a t  m a r k e t  r a t e

T .a te  f e e  n o t  j o  e x c e e d  10% o f  t h e  p a ym en t 
o r  $ 1 5 ,  w h i c h e v e r  i s  l e s s :



Line 14 - Strike ($500), insert $1,000.

Line 15 - Strike ($500), insert $1,000; strike ($1,000), insert $5,000.

Lines 15, 16, 17 - Delete (and one percent a month on the remainder of 

any unpaid principal balance exceeding $1,000 but not exceeding $25,000.)

Line 26 - Strike (1978), insert 1982.

Line 6 - Strike (1978), insert 1982.

Add new section to bill as Section #5.

Sec. 5. AS 06.20.2^0(b) is amended to read:

(b) Notwithstanding the provisions of (a) of this 

section, a licensee who makes open-end loans under 
A.S. 06.20.010 - 06.20.920 or who makes a loan under 

A.S. 06.20.010 - 06.20.920 exceeding $5,000 but not 

exceeding $25,000 may elect to charge, contract for, 
and receive interest at any rate agreed upon by con- 
tract. (NOT TO EXCEED THE GREATER OF

(1) ONE AND ONE-HALF PERCENT A MONTH: OR

(2) EIGHT PERCENTAGE POINTS ABOVE THE FEDERAL 
RESERVE DISCOUNT RATE ON 90-DAY COMMERCIAL PAPER CHARGED 
TO BANKS FOR ADVANCES BY THE 12th FEDERAL RESERVE DIS­

TRICT ON THE FIRST DAY OF THE MONTH BEFORE THE CALEN­

DAR QUARTER DURING WHICH THE LOAN IS MADE.)

Sec. 5. This Act takes effect immediately in accordance 

with A.S. 0 1 .10.070(c).
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CS KB 5 2 4  (L& C ) :

A ttends t h e  S m a l l  L o a n s  A c t  w i t h  t h e  a d d i t i o n  o f  a  new s u b s e c t i o n  r e l a t i n g  
t o  t h e  maximum i n t e r e s t  p e r m i t t e d  f o r  v a r i o u s  l o a n  am ou n ts ,  and  t h a t  t h e  i n t e r ­
e s t  r a t e s  may b e  a n n u a l l y  a d j u s t e d  a c c o r d i n g  t o  c h a n g e s  i n  t h e  c o n su m e r  p r i c e  
i n d e x .

LOAN AMOUNT CATEGORIES:
I n t e r e s t  r a t e s  b a s e d  up on  u n p a id  p r i n c i p a l  b a l a n c e  f o r  t h e  f o l l o w i n g  c a t e g o r i e s :

1 )  L o a n s  up  t o  $ 5 0 ;  5% p e r  m on tr .
2 )  L o a n s  i n  e x c e s s  o f  $ 5 0  b u t  n o t  i= . :c e ed in g $ 5 0 0 ;  3% p e r  m on th
3 )  L o a n s  i n  e x c e s s  o f  $ 5 0 0  b u t  n o t  e x c e e d in g  $ 1 , J 0 0 ;  2% p e r  m on th
4 )  L o a n s  i n  e x c e s s  o f  $ 1 , 0 0 0  b u t  n o t  e x c e e d in g  $ 2 5 , 0 0 0 ;  1% p e r  m on th

C onsum er P r i c e  I r x i e x  A d ju s tm e n t s

1 )  A d ju s tm e n t s  s h a l l  b e  made i f  t h e  c h a n g e  i n  t h e  C P I  f o r  A n c h o ra g e  i s  10%
o r  m o re  u s i n g  t h e  A n c h o ra g e  C P I  f o r  November 1 9 7 8  a s  a  b a s e

2 )  A d ju s tm e n t s  a r e  t o  b e  made i n  10% i n c r e m e n t s
3 )  An i n c r e a s e  .may n o t  e x c e e d  10% i n  o n e  ' ' e a r

o /-
' I ) An a d ju s tm e n t  may n o t  r e s u l t  i n  a  d e c r e a s e  am oun ts  l o r  l o a n  c a t e g o r i e s

b e l o w  t h e  maximum am oun ts  i n  e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f  t h i s  a c t
5 )  On o r  b e f o r e  M arch  1 s t ,  d i e  D e p a r tm e n t  o f  Commerce and E con  D e v  s h a l l  

p u b l i s h  ch an g e s
6 )  A d ju s tm e n t s  a r e  t o  b e  e f f e c t i v e  o n  A p r i l  1 s t  o f  e a c h  y e a r

I f ' t h e "  m e th o d  o f  c a l c u l a t i n g  t h e  C P I  i s  r e v i s e d  b y  t h e  US D e p a r tm e n t  o f  L a b o r ,  t h e  
C P I  f o r  A n c h o ra g e  ( 1 9 7 8 )  a s  r e v i s e d  s h a l l  b e  u s e d  f o r  c o m p u t a t i o n s .
Amends AS 0 6 . 2 0 . 2 6 0  w i t h  a  new p a r a g r a p h :  " ( a )  No f u r t h e r  o r  o t h e r  c h a r g e  o r  am ount
f o r  a n y  e x a m i n a t i o n ,  s e r v i c e ,  b r o k e r a g e  c o m m is s io n ,  e x p e n s e ,  f e e ,  o r  b o n u s  o r  o t h e r  
t h i n g  o r  o t h e r w i s e  s h a l l  b e  d i r e c t l y  o r  i n d i r e c t l y  c h a rg 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



S e c t i o n  4  o f  t h e  b i l l  c h a n g e s  t h e  d e f i n i t i o n  o f  c o n su m e r  p r i c e  i n d e x  t o  i n ­
c l u d e  a n y  r e v i s i o n  o f  t h e  C P I  w h ic h  t h e  B u r e a u  o f  L a b o r  S t a t i s t i c s  d e t e rm in e s  a c ­
c u r a t e l y  r e f l e c t s  c h a n g e s  i n  t h e  p u r c h a s i n g  pow e r  o f  t h e  d o l l a r  f o r  c o n s u m e r s .

s

o r  $ 1 5 ,  w h ic h e v e r  i s  l e s s .



DEPARTMENT OF COMMERCE A
ECONOMIC DEVELOPMENTtOFFICE OF THE COMHISSWHER

November 19, 1981

Honorable Bob Mulcahy 

Chairman
Senate Labor and Commerce Committee 

Pouch V

Juneau, Alaska 99811 

Dear Senator Mulcahy:

Thank you for your request for a position statement and fiscal note on 
each of HB 386, CSHB 524 (L&C) and SB 606.

Fiscal notes are enclosed.

Our position on HB 386, an act relating to business corporations, is 
that there will be no fiscal effect on the Department of Commerce and 
Economic Development or the Division of Banking and Securities. The 

Department neither endorses nor objects to the substantive intent of the 
bill. The Department objects procedurally because a draft revision of 
AS 10.05 has been completed under the direction of the Code Revision 

Committee. Parties interested in HB 386 should contact John W. Abbott, 
Attorney at Law and Chairman, Code Revision Commission, 601 W. 5th,

Suite 820, Anchorage, Alaska 99501 (307/276-3222), or Catherine Walsh, 

Secretary, Code Revision Committee, Juneau, Alaska 99811 (907/465-4878).

Our position on CSHB 524 (L&C), an act relating to small loans, is that 

there will be no fiscal effect on the Department of Commerce and Economic 
Development or the Division of Banking and Securities. The Department 

neither endorses nor objects to the bill.

Essentially, CSHB 524 (L&C) allows for interest adjustments on small 

loans, or. an annual basis, if the Anchorage consumer price index exceeds 

10£ in any calendar year. This automatic rate adjustment should make it 
unnecessary to constantly initiate rate adjustments by legislative 

action.

On SB 606, an act relating to ownership of financial institutions by 
out-of-state bank holding companies, this Department and the Division of 

Banking and Securities, although not necessarily advocating interstate 

banking, do support the full legislative process in determining the 

needs of the state, its citizens, and a sound financial community. We 
opposed the special interest activity noted on this subject last session.

O G - H 2 L H
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Honorable Bob Mulcahy -2 - November 19, 1981

SB 606 is acceptable inasmuch as it is not limited or restrictive to any 
size, condition, location, etc., of the bank holding company or subsidiary 

bank. We feel if interstate banking is going to be a benefit to the state 

it should go through the bank holding company structure. This will tend 
to preserve the dual banking system and also maintain some Alaska (community) 

management control and local interest of the subsidiary bank.

As to the regulatory scheme toward the proposed legislation, we see no 

problem as specifics in public protection are covered under the Alaska 

Banking Code and can be implemented by regulations. If, however, restricted 

activity or limiting provisions are amended into the bill, there may be 

serious problems in regulations and enforcement ability by the Department.

Sincerely,

Lois J. Cook
Acting Deputy Commissioner

LJC/wfs 5/5
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§ 0 6 .2 0 .2 3 0  B a n k s  a n d  F i n a n c i a l  I n s t i t u t i o n s  § 06 .20 .250

-  W  b g t o . f r ,  o f  l b .  a ffe c t*  ty th .  amendment, it i .  „ „ t  « t

Aa the rest o f  the section waa not

Sec. 00.20.230. Maximuin interest permitted, (a ) A  licen see  m a y  
len d  a n y  su m  o f  m on ey  n o t e x ce e d in g  $ 2 5 ,0 0 0  an d  m a y  ch a rge , con tra ct 
fo r , and  re ce iv e  on  th e  loa n  in te re s t  a t  a ra te  n ot ex ceed in g  th ree  
p ercen t a m on th  on  th a t  p a r t  o f  th e  u n p a id  prin cip a l b a la n ce  o f  a loa n  
n o t  in  excess  o f  $ 5 0 0 ; tw o  p e rce n t a  m o n th  on  th e  rem a in d er  o f  a n y  
u n p a id  prin cip a l b a la n ce  e x ce e d in g  $ 5 0 0  b u t  n o t ex ceed in g  $ 1 ,000 ; and  
on e  p ercen t a m on th  on  th e  re m a in d e r  o f  a n y  u npaid  p r in c ip a l ba la n ce  
e x ce e d in g  $1 ,0 0 0  b u t  n o t e x ce e d in g  $ 2 5 ,0 0 0 . O n  loa n s  th e  p rin cip a l o f  
w h ich  is  $ 5 0  o r  less  a  licen see  m a y  ch a rg e , co n tra ct  an d  re ce iv e  in terest 
a t  a ra te  n o t e x ce e d in g  fiv e  p e rce n t a  m on th .

(b ) N otw ith sta n d in g  th e  p ro v is io n s  o f  (a) o f  th is section , a licen see  
w h o  m ak es  open -en d  loa n s  u n d e r  thiB ch a p ter  o r  w h o  m a k es  a  loa n  
u n d e r  th is  ch a p ter  e x ce e d in g  $ 5 ,0 0 0  b u t  n o t e x ce e d in g  $ 2 5 ,000  m a y  
e le c t  to  ch a rg e , con tra ct fo r , a n d  re ce iv e  in te rest n o t  to  exceed  th e  
g rea ter  o f

(1 ) one and o n e -h a lf p e rcen t a m on th ; o r
(2 ) e ig h t p ercen ta g e  p o in ts  a b o v e  th e  F ed era l R eserve  d iscou n t ra te  

on  90 -d a y  com m ercia l p a p er ch a rg ed  to  b a n k s  fo r  advan ces b y  the 12th  
F edera l R eserve  D is tr ic t  on  th e  firs t  d a y  o f  th e  m onth  before  th e  
ca len d a r q u a rte r  d u r in g  w h ich  th e  loa n  is m ade.

(c ) In terest on  loa n s  u n d er  (b ) o f  th is  section  shall be  com pu ted  
accord in g  to th e  a ctu a r ia l m eth od  o n  th e  e n tire  u n p a id  prin cip a l 
b a la n ce  as  d eterm in ed  in  A S  0 6 .2 0 .2 8 5 (b ). (§ 16(a) ch 73 S L A  1955; am  
§ 5 ch  94 S L A  1969; am  § 7 ch  71 S L A  1978 ; am  § 2 ch  84 S L A  1979- 
an . § 3 ch  63 S L A  1980)

(b)

E ffect o f  am en d m en t.
The 1979 amendment added subsection
i).
The 1980 amendment, effective Juno 6, 

1960, in subsection (a), substituted 
'$25,000" for "$5,000" twice; in subsection 

fnsertod "or who makes a loan under 
thiii chapter exceeding $5,000 but not 
oxoeding $25,000" and "the greater o f ,  
restructured the subsection into the

<b)

pcreant introductory paragraph and 
paragraphs (1) and (2), added "or" 
following "a month" in paragraph (1), 
added the provisions of paragraph (2); 
designated the provisions beginning 
"Interest on loans" as subsection (r), added 
"Interact on loans under (b) o f  this section 
shall bo", and inserted "entire" preceding 
"unpaid principal” in aubsection (c).

S e c .  0 6 .20 .250 . C o m p u t a t io n  a n d  p a y m e n t  o f  in te r e s t , (a ) 
In terest Bhall n o t be pa id , d ed u cted , o r  re ce iv ed  in  advance. E xcep t for 
opon -en d  loans m ade u n d er A S  0 6 .2 0 .2 8 5 , in terest sh a ll b e  com p u ted  
and paid  on ly  on u npa id  p r in cip a l b a la n ces  and sh a ll n ot be 
com pounded ; h ow ever, i f  p a rt o r  a ll o f  th e  con sid era tion  fo r  a loan  
con tract is  th e  u npaid  p r in c ip a l b a la n ce  o f  a p r io r  loan , th e  p rin cipa l 
a m ou n t p a ya b le  u n d er  th e  loa n  co n tra c t  m a y  in clude a n y  u n p a id  
ch arges on  the p r ior  loa n  w h ich  h ave  a ccru ed  w ith in  60  days b e fore  th e

5



§ 0 6 .2 0 .2 6 0  A l a s k a  S t a t u t e s  S u p p le m e n t  § 06 .20 .260

m a k in g  o f  th e  loa n  con tra ct. T h e  m a x im u m  in teres t perm itted  on  loans 
m ad e  u n d e r  th is  ch a p ter  sh a ll b e  com p u ted  on  th e  b a s is  o f  th e  n u m b er 
o f  d a y s  a ctu a lly  e lapsed . F o r  th e  p u rpose  o f  th ese  com p u ta tion s a 
m on th  is  a n y  p eriod  o f  30  con se cu tiv e  days.

(tO E x c e p t  fo r  open-e;ad lo a n s  u n d e r  A S  0 6 .2 0 .2 8 5 , a licen see  m a y  n ot 
en ter  in to  a n y  contra.ct fo r  a lo a n  th a t p rov id es  fo r  a  sch edu led  
rep a jn n en t o f  p r in c ip a l o v e r  m ore  th a n  th e  m a x im u m  term s se t  ou t 
be low  o p p os ite  th e  re sp e ctiv e  s ize  o f  loan s.

P r in c ip a l a m ou n t o f  loa n  to  M a x im u m  terra
$ 1 , 0 0 0 ...................................................................................  24  and  Vu m on th s
O v e r  $1 ,000  to  $2 ,500    48  and V2 m on th s
O v e r  $ 2 ,5 0 0  to  $5 ,0 0 0    60  and V 2 m on th s
O v er  $ 5 ,0 0 0  to  $25 ,000  ...............................................  as a greed  to b y

the parties
(a m  §§ 3 , 4  ch  84  S L A  1979 ; am  § 4 ch  63 S L A  1980)

E ffect o f  am endment*.
The 1979 amendment added "Except fo r 

open-end loan* made under AS 06.20.285" 
a t the beginning i f  thn second sentence o f 
subsection (a ) u n i "Except for open-end 
loans under AS 06.20,285" at the 
beginning o f subsection (c).

The 1980 amendment, effective June 6, 
1980, in subsection (c), substituted "a" fo r 
"no" preceding "licensee" near the

beginning o f the subsection, inserted "not” 
follow ing "licensee may”  near the 
beginning o f the subsection, added the 
provisions o f tho last line o f both columns o f 
the loan repayment terms beginning 
"Over $5,000" and ending "as agreed to by 
the parties.”

As the rost o f the section was not 
affected by the amendments, it is not set 
out.

S e c , 0 6 .2 0 .2 6 0 . C h a r g e s  p r o h ib i t e d ,  (a ) N o  fu rth er or other 
ch a rg e  o r  a m o u n t fo r  a n y  e x a m in a tio n , Bervice, b ro k e ra g e  com m ission , 
ex p en se , fee , o r  b on u s or o th er  th in g  o r  o th erw ise  sh a ll be d ire ct ly  or 
in d ire ct ly  ch a rg ed , con tra cted  fo r  or rece iv ed  ex cep t

(1 ) la w fu l fees a ctu a lly  p a id  o u t  by  th e  licen see  to a p u b lic  o fficer  for 
filin g , re cord in g , or re le a s in g  a n y  in stru m en t se cu r in g  tho loan , qr for 
tra n s fe rr in g  ce rt ifica te  o f  t it le  to  a m otor  v e h ic le  se cu rin g  the lien  or 
n o tin g  a lie n  on  that ce rtifica te ;

(2) p rem iu m s a ctu a lly  pa id  o u t for in su ra n ce  on  an y  one or 
com b in a tion  o f  th e  fo llo w in g : p led ged  p rop erty  o f  th e  b orrow er, cred it 
life  in su ra n ce  on  th e  life  o f  one o r  m ore  b orrow ers , or cred it d isa b ility  
in su ra n ce  to p rov id e  in d em n ity  for p a ym en ts  b ecom in g  due on  the 
in d eb ted n ess ;

(3 ) ta x a b le  costs a n d  exp en ses  to  w h ich  th e  licen see  becom es on titled  
u n d er  g en era l la w  in  a n y  cou rt p roceed in g s  to co lle c t  a loan  or to  rea lize  
on  th e  se cu r ity  a fter d e fa u lt ;

( i) R ep ea led  b y  § 16 ch  71 S L A  1978.
(5 ) rea son a b le  feeB pa id  ' y  a  licen see  for  a p p ra isa ls , su rveys, and 

t it le  in su ra n ce  o r  rep orts  i f  th ?  loa n  is secu red  by an  in terest in  real 
esta te .
(a m  § 5 ch  84 S L A  1979)

$
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§ 06.20.310 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.20.900

S e c .  0 6 .2 0 .3 1 0 . I l le g a l  in t e r e s t  r a te . N o  loa n  o f  the a m ou n t o r  
v a lu e  o f  $ 2 5 ,0 0 0  o r  less  fo r  w h ich  a  g re a te r  ra te  o f  in terest, 
co n s id e ra tio n  or ch a rg e  th a n  is  p erm itted  b y  th is  ch ap ter h a s  been  
ch a rg ed , con tra cted  fo r  o r  rece ived , w h erev er  m ad e , m a y  be en forced  in  
th e  sta te , a n d  ev ery  person  p a rtic ip a tin g  in  su ch  a  lo a n  in  th e  state is 
su b je ct to  th is  ch ap ter . T h is  section  does n o t  a p p ly  to  loan s lega lly  
m a d e  in  a n y  sta te  o r  te rr ito ry  o f  th e  U n ited  S tates  w h ich  hus in  e ffect 
a  re g u la to ry  sm a ll loa n  la w  s im ila r  in  p r in c ip le  to  th is  chapter. (§ 20(c) 
ch  73 S L A  1955 ; a m  § 5 ch  94 S L A  1969 ; am  § 13 ch  71 S L A  1978; am  
§ 9 ch  63  S L A  1980)

Effect o f amendment
The 1980 amendment, effective June 5,

1980, substituted "$25,000" for "$5,000."

S e c .  0 6 .2 0 .3 2 0 . C iv i l  a n d  c r im in a l  p e n a lt ie s .
(c ) I f  a p en a lty  fo r  fa ilu re  to  com p ly  w ith  fin a n cin g  d isclosu re  

req u irem en ts  u n d er reg u la tion s  adopted  b y  th e  B oa rd  o f  G overn ors o f  
th e  F ed era l R eserv e  S ystem  is im p osed  by  th e  fed era l au th orities , the 
d ep a rtm en t m a y  n o t  im p ose  a c iv il p en a lty  u n d er th is  section  for th e  
sam e a c t  o r  om iss ion .
(a m  § 7 ch  8 4  S L A  1979)

Effect o f amendment As the rest of the section was not
The 1979 amendment added subsection affected by the amendment it is not Bet

(c). out.

S e c .  9 6 .2 0 .9 0 0 . D e f in it io n s . A s  used  in  th is  ch ap ter , u n less the 
co n te x t  o th erw ise  requ ires ,

(1 ) "co m m is s io n e r "  m ean s th e  com m iss ion er  o f  com m erce  and 
e con om ic  d ev e lop m en t o r  h is  d esig n ee ;

(2 ) "d e p a rtm e n t”  m ean s th e  D ep a rtm en t o f  C om m erce  and 
E con om ic  D ev e lop m en t.

(3 ) "o p en -en d  lo a n ”  m ean s a loan  m ad e  b y  a licen see  u n d er th is 
ch a p ter  u n d e r  an  a g reem en t b etw een  th e  licen see  and a borrow er  
w h ich  p ro v id e s  th a t

(A ) th e  b o rro w e r  m a y  ob ta in  ad van ces  o f  m on ey  from  the licensee 
from  tim e  to  tim e  o r  th e  licen see  m a y  a d va n ce  m on ey  on  b e h a lf  o f  the 
b orrow er  from  tim e  to  t im e  as d irected  by  th o  borrow er;

(B ) th e  a m ou n t o f  each  a d va n ce  and in teres t and  ch arges w ill be  
added  to  th e  b o rro w e r ’s op en -en d  loan  a ccou n t and  p aym en ts and  oth er 
cred its  a re  d ed u cted  from  th a t a ccou n t;

(C ) in te res t w ill b e  com p u ted  on  th o  u npa id  prin cip a l b a la n ce  or the 
a v era g e  u n p a id  p r in c ip a l b a la n ce  o f  th e  op en -en d  loan  accou n t;

(D ) th e  b o rro w e r  m ay  pay  a ll o r  an y  p a rt o f  th e  u npaid  prin cipa l 
b a la n ce  o f  h is  op en -en d  loan  u ccou n t or , i f  th e  a ccou n t is n ot in  defau lt, 
in  m on th ly  in sta llm en ts  o f  fixed  am ou n ts  as p rov id ed  in  th e  loan 
a g reem en t; and
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