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§ 45.45.010 A l a s k a  S t a t u t e s § 45.45.010
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Sec. 45.45.010. Legal rate of interest

(a) The rate of interest in the state is 10.5 percent a year and no more 
on money after it is due except as provided in (b) of this section.

(b) No interest may be charged by express agreement of the parties 
in a contract or loan commitment dated after June 4, 1976 which is 
more than five percentage points above the annual rate charged 
member banks for advances by the -l-2tirFfcderal Reserve District that 
prevailed on the 25th day of the month preceding the commencement 
of the calendar quarter during which the contract or loan commitment 
is made. A contract or loan commitment in which the principal amount

V exceeds $100,000 is exempt from the lim itation o f this subsection.
' (c) Repealed by § 3 ch 84 SLA 1973i
(d) Notice o f the annual rate charged member banks for advances by 

the 12th Federal Reserve District prevailing on the 25th day of the 
month preceding the commencement o f each calendar quarter required 
for the maximum interest rate computation under (b) of this section 
shall be provided by the Department of Commerce and Economic 
Development.

(e) Repealed by § 4 ch 146 SLA 1974.
(f) No bank, savings and loan institution, pension fund, insurance 

company or mortgage company may require or accept any per cent of 
ownership or profits above its interest rate.

(g) Loan contracts and commitments covering one- to four-family 
dwellings may be prepaid without penalty, except federally insured 
loans that require a prepayment penalty.

(h) I f  the limitations on interest rates provided for in this section are 
inconsistent with the provisions o f any other statute covering 
maximum interest, service charges or discount rates then the 
provisions of the other statute prevail. (§ 25-1-1 ACLA 1949; am § 20 
ch 143 SLA 19J8; am § 2 ch 69 SLA 1969; am §§ 1 ,2  ch 94 SLA 1969, 
am §§ 1, 2 ch 239 SLA 1970; am §§ 1 — 3 ch 84 SLA 1973; am §§ I. 
— 4 ch 146 SLA 1974; am § 1 ch 110 SLA 1976; am § 1 ch 159 SLA 
1976; am § 2 ch 107 SLA 1980)
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C ross referen ces . — A s to rate of 
interest under Alaska Small Loans Act, 
see AS 06.20. As to premium finance act, 
see AS 06.40.120. A s to credit union loans, 
see AS 06.45.060. A s to judgments, see AS 
09.30.070. As lo commercial fishing loans, 
see AS 16.10.32Oial As lo housing 
development revolving loan fund, see AS 
18.54.060. As to Alaska housing finance, 
sec AS 18.56.098. As to insurance policy 
loans, see AS 21.45.080. As to veterans' 
loans, sec AS 26.15.040. As to residential 
care facility loans, see AS 44 33 350(b>. As 
to temperate social activities facilities 
loans, see AS 44.47.340 e). As to retail 
installment sales, ^ee AS 45.10.120, As to 
collection o f advance interest, see AS 
45.45.080. As to Alternative Technology

and Power Resource loans, see AS 
88.030'ei. As lo tourism loans, see AS 
45.90.030(c). As to small business loans, 
see AS 45.95.020. As to historic district 
loans, see AS 45.98.040(4).

E ffect o f  am endm ents. —  The first 
1976 amendment substituted Tivt 
percentage points" for "four percentage 
points" in the first sentence o f subsection 
(b).

The second 1976 amendment rewrot* 
subsection (a).

The 1880 amendment substituted "10.5 
for "e.cht" near the beginning “  
subsection (a), and deieted the 
second sentence o f subsection (a), 
reed: "The rate of interest in the state *1 
six per cent a year and no more on (*'
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Senate
Commiitee on CzSor & Commerce Poach V 

State Capitol 
Juneau, Ahska 99811Official Business

F e b r u a r y  9 19 S 1

S e n a t e  L a b o r  5 C o m m e r c e  C o m m i t t e e  M e e t i n g

T h e  m e e t i n g  w a s  : a l l e d  to o r d e r  at 3 : 1 0  P . M .  by C h a i r m a n  
M u l c a h y .  T h o s e  p r e s e n t  w e r e :  S e n a t o r s  H o h m a n ,  Z i e g l e r

F a h r e n k a m p  a n d  R o d e y .

F i r s t  on t h e  a g e n d a  w a s  SB 19 "An A c t  r e l a t i n g  to the l e g a l  

rate- of i n t e r e s t ;  a n d  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

C h a i r m a n  M u l c a h y  m e n t i o n e d  t h a t  a l i n e  of c r e d i t  f u n d s  s h o u l d  

be a m a t t e r  of s e p a r a t e  l e g i s l a t i o n .

Mr. D o n  R h o a d e s ,  P r e s i d e n t  o f  P e o p l e s  B a n k  in A n c h o r a g e ,  t e s _  . 

t i f i e d  on SB 19, c i t i n g  the Belt D a n i e l s  r e p o r t ,  19 8 0  F e d ­

eral D e r e g u l a t i o n  A c t ,  as to i m p a c t  on b a n k s  ( t a p e  r e a d i n g  035 
to 1 5 0).

Mr. R h o a u e s  s t a t e d  t h a t  F e d e r a l  r e g u l a t i o n s  p r e - e m p t  s t a t e  
u s u r y  laws at S 23 , 000.

S e n a t o r  R o d e y  s t a t e d  t h a t  p r e - e m p t i o n  for $ 2 5 , 0 0 0  will a p p l y  
A p r i l  1, 198 3 ;  we a r e  t a k i n g  o u r s e l v e s  f r o m  w i t h i n  a F e d e r a l  
s c h e m e  a n d  d e v e l o p i n g  o u r  o w n  u s u r y  s t a t u t e .  B a n k i n g  d e r e g ­
u l a t i o n  a l l o w s  us to do it. IVc- a r e  e x e m p t i n g  t h e  S t a t e  of 
A l a s k a  f r o m  t h c  F e d e r a l  Act a n c  w i s h  to set o u r  o w n  u s u r y  rate. 
S e n a t o r  R o d e y  m o v e d  to a m e n d  SB 19 by d e l e t i n g  t h e  f i g u r e  $ 1 0 0 , 0 0 0  
in l i n e  17, p a g e  1 of SB 19 to r e a d  $ 2 5 , 0 0 0 .  T h e r e  w e r e  no o b ­
j e c t i o n s .

SB 19 was p a s s e d  o u t  of C o m m i t t e e  w i t h  " D o  P a s s "  r e c o m m e n d a t i o n s .

N e x t  on t h e  a g e n d a  w a s  SB 53 " A n  A c t  r e l a t i n g  to f i l i n g  i n s u r ­
a n c e  p o l i c y  f o r m s . "



p a g e  2

S e n a t e  L 5 C C o m m i t t e e  M e e t i n g  
F e b r u a r y  9, 19 8 1

Mr. D o n  Koc h ,  A l a s k a  D i v i s i o n  of I n s u r a n c e  t e s t i f i e d  on SB 45.

He s t a t e d  t h a t  the D i v i s i o n  of I n s u r a n c e  a s k  t h r o u g h  t h e  G o v e r n o r

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

G o v e r n m e n t  in a p o s i t i o n  to r e g u l a t e  m e d i c a r e  s u p p l e m e n t  i n s u r ­

anc e ,  u n l e s s  t h e  S t a t e  o f  A l a s k a  t a k e s  c e r t a i n  a c t i o n s :

1.) A d o p t  m i n i m u m  s t a n d a r d s  f o r  m e d i c a r e  s u p p l e m e n t a l  

pol i c i e s .

2.) I m p l e m e n t  loss r a t i o  r e g u l a t i o n  to e x a m i n e  r e l a t i o n ­
s h i p s  cf b e n e f i t s  to c o s t  - P u b l i c  L a w  9 6 - 2 6 5  e f f e c ­
t i v e  J u l y  1, 1SS2. ( t a p e  r e a d i n g  3 2 2  to 546)

M i k e  T h o m a s ,  l o b b y i s t  f o r  the A m e r i c a n  C o u n c i l  of L i f e  I n s u r a n c e  
t e s t i f i e d  on S B  - o . He f e l t  t h a t  t h e  F e d e r a l  r e g u l a t i o n s  a r e  

not n e c e s s a r i l y  r e f l e c t i v e  in SB 43. He a l s o  fe l t  t h e r e  w e r e  
two p r o b l e m s  w i t h  t h e  b i l l :

1.) It g i v e s  the D i v i s i o n  the a u t h o r i t y  to set a n d  a p p r o v e  
r e g u l a t i o n s  in all p h a s e s  o f  i n s u r a n c e .

2.) Tliis bill m a y  n o t  g i v e  e n o u g h  a u t h o r i t y  to m e e t  r e ­
q u i r e m e n t s .  P r e s e n t  s t a t u t e s  do n o t  g i v e  a u t h o r i t i e s .

(t a ])e r e a d i n g  3 5 0  to 640)

C h a i r m a n  M u l c a h y  f e l t  t h a t  f u r t h e r  s t a f f  r e s e a r c h  is n e e d e d .

T h e  m e e t i n g  w a s  a d j o u r n e d  by M u l c a h y  at 5 : 4 0  P.M.
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A M E N D M E N T

O f f e r e d  i n  t h e  SENATE: B y isniNvri: la?--. -r.-~ - h i m

To: cuLiL i.ci. SENATE B ILL No. _______
HOUSE B ILL No. _ ________

P a g e :  J ________________________  L i n e :  _±Z--------------------------------- -----

I n  l i n o  17, d e l e t e  t h e  f i g u r e  9 1 0 0 , 0 0 0  a n d  r e p l a c e  w i t h  t h e  

f i a u r e  9 2 5 , 0 9 0 .
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MEMDC^S 
* . r / b  * C » r  S T O C K  E X C H A N G E  I N C  
A v c n t C A * .  S T O C K  E X C H A N G E  I NC  
P A C i r » c  S T O C K  E X C H A N G E  »NC 
M I D W E S T  S T O C K  E X C H A N G E .  I NC  
C M I C A O V  B O A R D  O P T I O N S  E X C M A N G C

TOSTl-K 8: MARSHALL INC
I N V E S T M E N T  B A N K E R S  A N D  B R O K E R S

1 1 4  S O U T H  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

1 0 0 7 )  5 D G - G O O O

O* PICEf
I N  T H E  P P ' N C I P A L  C I T I E S  O l  T H E  
P A C I F I C  N O R T H W E S T  A N D  A L A S K A

W r i t t e n  T e s t i m o n y :  S E N A T E  BTI.L NO. 19

F e b r u a r y  9, 1981

S u b m i t t e d  !iy: F r e d  K. K o k e n

F i r s t  V i c o  President 

Fo s t e r  f, Mar s h a l l,  T n c .

In the t e s t i m o n y  I s u b m i t t e d  to yo u  a w e e k  n q o  and in the d i s c u s s i o n  

w h i c h  f o l l o w e d  it was m e n t i o n e d  that the p a r t i cu l a r  p r o b l e m  our i n d ustry 

faces m i g h t  be b e s t  a d d r e s s e d  in s e p a r a t e  l e g i s l a t i o n  or a s e p a r a t e  

s e c t i o n  of c u r r e n t  l e g i s l a t i o n.  A t t a c h e d  is a c o p y  of l e g i s l a t i o n  

c u r r e n t l y  under c o n s i d e r a t i o n  in the S t a t e  of W a s h i n g t o n  w h i c h  a d d r e s s e s  

m y  i n d u s t r y ' s  p a r t i c u l a r  problem.
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Head f ir s t  tip*  lanuarv 21, 1981, anti r e fc n e d  to Connittce on FINANCIAL
i.vnn vnoN S  5 insurance.

1 i»js! AC T  Relating to commercial lending; and adding a new section

2 to chapter 19.52 RCW.

3 EF. IT EiNACTED BY T H E  LEGI SLAT URE  O F  T H E  STATE  OF WASHINGTON:

4 NEW SECTION. Section 1. There is added to chapter 19.52

5 K C W  a new section to reaa as follows:

6 The interest charged by any broker-deale r registered

7 under chapter 21.20 RC W  and under the federal securities and

S exchang e act of 1034, as amended, shall not be subject to the

9 limitations imposed by this chapter if the underlying loans (1)

10 ma y  be paid in full at the optio n of the borrower ar.d (2) are

11 subject to the credit regulations of the board of governo rs of

12 the federal res erve system, or its successor. Regar din g any

13 suur. 16an, a borrowe r may r.ot p^ead the def ens e of usury r.or

14 s-.at.uuin any act ion  thereon or therefor.



M E M B E R S  
N C W  Y O R K  S T O C K  E X C H A N G E .  I N C  
A M E R I C A N  6 T O C K  E X C H A N G E .  I NC  
P A C I F I C  5 T O C K  E X C H A N G E .  I N C .  
MI OV- ' EST  S T O C K  E X C H A N G E .  I N C  
C H I C A G O  B O A R D  O P T I O N S  E X C H A N G E

LOSTLK 8: MARSHALL INC.
I N V E S T M E N T  U A N K C R S  A N D  B R O K E R S

114 SOUTH F R AN K L I N S T REET 

J UN E AU ALASKA 99801 
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W r i t t e n  T e s t i m o n y :  S E N A T E  B I L L  NO. 19

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

F e b r u a r y  2, 1981

S u b m i t t e d  By: F r e d  K. K o k e n

F i r s t  V i c e  P r e s i d e n t

Fos te r  & M a r s h a l l ,  Inc.

S e c u r i t y  b r o k e r a g e  f i r m s and o t h e r  b u s i n e s s e s  that e xt e n d  o p e n  lines of 

c r e d i t  to their c u s t o m e r s  f i n a n c e  t h e se  loans t h r o ug h  b o r r o w i n g s  from 

m a j o r  banks. T h e  rate that is pa i d  (the b r o k e r  c a l l  r a t e / p r i m e  lending 

rate) m o v e s  u p  and d o w n  or "floats" w i t h  m o n e y  m a r k e t  rates and the 

p o l i c y  of the F e d e r a l  R e s e r v e  Bank. In y e a r s  p a s t  these rates have m o v e d  

in a f a i r l y  n a r r o w  range and in an o r d e r l y  mann e r .  H o w e v e r,  in the pas t  

e i g h t e e n  m o n t h s  we h a v e  s e e n  the b r o k e r  c a l l  r a t e / p r i m e  lend i n g  rate 

m a k e  w i d e  s w in g s  in v e r y  s h o r t  p e r i o d s  of time. Th e  c u r r e n t  A l a s k a  S ta t e

u s u r y  la w  d o e s  not a l l o w  the n e c e s s a r y  f l e x i b i l i t y  to k eep p a c e  w i t h

these i n t e r e s t  rate c h a n g e s  and in f a c t  c a n  c a u s e  s u b s t a n t i a l  lo s s e s  to 

f i r m s  tha t  e x t e n d  o p e n  l ines of c r e d i t .

E X A M P L E : F e s t e r  & M a r s h a l l  is c u r r e n t l y  e x t e n d i n g  a p p r o x i m a t e l y  $ 2 , 7 0 0 , 0 0 0  

in c r e d i t  t 5 A l a s k a  r e s i d e nt s .  U n d e r  c u r r e n t  la w  the m a x i m u m  

that c a n  be c h a r g e d  is 18%. T h i s  is 5% a b o v e  the 13% rate as set by 

the 12th F e d e r a l  R e s e r v e  D i s t r i c t  on the 25th d a y  of the m o n t h  

p r e c e d i n g  the c o m m e n c e m e n t  o f  the c a l e n d a r  q u a r t er .  Our c o s t  

of m o n e y  (the br o k e r  c a l l  rate) is n ow  20%. T h i s  m e a n s  w e  are 

lo s i n g  m o n e v  at an a n n u a l  rat e  of $54,000. S i n c e  w e  n o r m a l l y  

c h a r g e  1% jbove our c o s t  of m o n e y  for a c c e p t i n g  the risk o f  these 

l o a n s  and a d m i n i s t e r i n g  the m  we ar e  a c t u a l l y  losing m o n e y  a t  an 

a n n u d  Td te o f  $81,000.

It is no t  the d e s i r e  of a n y  l e g i t i m a t e  lerJer to take a d v a n t a g e  of the

b o r r o w e r ;  h o w e ve r  n i e t h e r  s h o u l d  the law u l l o w  the b o r r o w e r  to take 

a d v a n t a g e  of the lender. In this s i t u a t i o n  the lender has two a l t e r n a t i v e s :  

1) to c o n t i n u e  to c a r r y  the loans a n d  incur the loss, or 2) to c a l l  the loans 

and d r i v e  A l a s k a  r e s i d e n t s  o u t s i d e  to d o  their business.

T o  c o r r e c t  the c u r r e n t  s i t u a t i o n  two s u g g e s t i o n s  ar e  offered:

1.

2.

C h a n g e  the e x i s t i n g  p e r c e n t a g e  p o i n t  spre a d  b e t w e e n  the F e d e r a l  

R e s e r v e  rate and the u su r y  l imit to an e i g h t  p e r c e n t a g e  p o i n t 

s p r e a d .

C h a n g e  the l a n g u a g e  in the e x i s t i n g  law that now a l l o w s  the rate to 

c h a n g e  o n l y  o n c e  a q u a r t e r  and a l l o w  the rate to "float". T h i s  

w o u l d  m e a n  that w h e n  the F e d e r a l  rate w e n t  up so w o u l d  the u s u r y  rate 

and w h e n  the F e d e r a l  rate g o e s  d o w n  s o  w o u l d  the u s u r y  rate and that 

the m a x i m u m  a l l o w e d  by law w o u l d  never be mo r e  than e i g h t  p o i n t s  

a b o v e  the e f f e c t i v e  a n n u a l  F e d e r a l  R e s e r v e  rate.



W r i t t e n  T e s t i m o n y  

F r e d  K o k e n

S u c h  a c h a n g e  w o u l d  a l l o w  the u s u r y  limit to m o v e  or "float" in 

a c o n s t a n t  r e l a t i o n s h i p  to the rate c h a r g e d  m e m b e r  b a n k s  by the 

1 2th F e d e r a l  R e s e r v e  Dis t r i ct .

Fo r  s u g g e s t i o n s  as to s p e c i f i c  l a n g u a g e  cj ^nges to S E N A T E  B I L L  NO. 19 

p l e a s e  r e v i e w  the a t t a c h m e n t .



1, O n  line 12 d e l e t e  the w o r d  [FIVE] and insert the w o r d  e i g h t .

2. On  line 12 insert the w o r d  e f f e c t i v e  b e t w e e n  the w o r d s  "the" 

an d  "annual".

3. On line 13 insert a p e r i o d  U )  after the w o r d  D is t r i c t .

4. At  the end of line 13, t h r o u gh  lines 14 a n d  15 and e n d i n g  on 

line 16, d e l e t e  the w o r d s  [ON T H E  DA Y  ON W H I C H  T H E  C O N T R A C T  

O R  L O A N  C O M M I T M E N T  IS MADE.]

N o t e : T h e  o b j e c t i v e  of s u g g e s t i o n s  2, 3, and 4 is to e l i m i n a t e

the p o s s i b l e  tying of the u s u r y  limit o n  o p e n  lines of c r e d i t  

to som e  c o n t r a c t  d a t e  that m i g h t  hav e  e s t a b l i s h e d  the o p e n  

j ine of c r e d i t  m o n t h s  or e v e n  y e ar s  earlier.
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S e n a t e  L a b o r  5 C o m m e r c e  C o m m i t t e e  M e e t i n g

T h e  jneetin-g w a s  c a l l e d  to o r d e r  a t  5: 0 5  P.M. b y  C h a i r m a n  

M u l c a h y .  T h o s e  p r e s e n t  w e r e :  S e n a t o r s  R o d e y ,  Z i e g l e r  §

F a h r e n k a m p .  V i c e  C h a i r m a n  H o h n a n  was i n  a n o t h e r  m e e t i n g  
a n d  a r r i v e d  late.

C h a i r m a n  M u l c a h y  m e n t i o n e d  t h a t  w e  had r e c e i v e d  a S p o n s o r  
S u b s t i t u t e  f o r  SB 20.

F i r s t  on t h e  a g e n d a  w a s  S B  19 "An Act r e l a t i n g  t o  t h e  l e g a l  

r a t e  o f  i n t e r e s t ;  a n d  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

S e n a t o r  R o d e y  a d d r e s s e d  SB 19, e x p l a i n i n g  t h e  i n t e n t  o f  the 

l e g i s l a t i o n  o f  c h a n g i n g  q u a r t e r l y  c a l c u l a t i o n s  o f  i n t e r e s t  
r a t e s  to d a i l y  c a l c u l a t i o n s .

pi-- rjk 't S  c
Mr. F r e d  K o k e n ,  D4-r.a e t o p  r -— fi v . j i u .i o T'j Duirtrin-g t e s t i ­

f i e d  o n  SB 19. He o f f e r e d  w r i t t e n  t e s t i m o n y  re: SB 19 a n d

is in f a v o r  o f  c h a n g i n g  t h e  u s u a r y  law to a l l o w  r a t e  to 

f l u c t u a t e  w i t h  c h a n g e s  o f  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 .  

W o u l d  a l s o  r e c o m m e n d  t h e  r a t e  be r a i s e d  to 8 ?0 r a t h e r  t h a n  

f i v e  p e r c e n t  ( t a p e  r e a d i n g  1 0 0  to 599).

S e n a t o r  R o d e y  s t a t e d  t h a t  t h e  b i l l  (S3 19) d o e s  n o t  r e a l l y  

d e a l  w i t h  t h e  a r e a  o f  t h e  ' o p e n  l i n e  o f  c r e d i t ' .  He a l s o  

s u g g e s t e d  t h a t  the l i m i t  be l o w e r e d  to $ 2 5 , 0 0 0 .

N e x t  o n  t h e  a g e n d a  w a s  S B  20 5 SB 3 5, w h i c h  a r e  v e r y  s i m i l a r  
a n d  d e a l i n g  w i t h  C o r p o r a t e  I n c o m e  Tax.

S e n a t o r  Z i e g l e r  r e q u e s t e d  m o r e  b a c k g r o u n d  in t h e  a r e a  o f  

c o r p o r a t e  i n c o m e  t a x  r e l i e f  d u e  to a p o s i t i o n  p a p e r  f r o m  

t h e  D e p a r t m e n t  of R e v e n u e  a n d  the b i l l s  p o s s i b l e  «.ffect on 

the p r e s e n t  l a w  su i t  i n v o l v i n g  t h e  oil c o m p a n i e s  and t h e  

S t a t e  f o r  l i a b i l i t y  o f  i n c o m e  tax.
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C o m m i s s i o n e r  o f  R e v e n u e ,  T o m  W i l l i a m s ,  t e s t i f i e d  on SB 20 5 35.

He s p o k e  in o p p o s i t i o n  to b o t h  b i l l s  a n d  l i s t e d  f i v e  (5) p o l i c y  

c o n s i d e r a t i o n s  to b e  s t u d i e d  tv t h e  C o m m i t t e e  ( t a p e  r e a d i n g  4-16 
to 7 0 2 ) .

S e n a t o r  Z i e g l e r  s a i d  h e  s t i l l  s e e s  the n e c e s s i t y  o f  s o m e  r e l i e f  

to s m a l l  c o r p o r a t i o n s  t h r o u g h o u t  t h e  S t a t e .

S e n a t o r  R o d e y  f e l t  s r a a h  c o r p o r a t i o n s '  c o s t s  a r e  m u c h  h i g h e r  

p e r c e n t a g e -  w i s e  t h a n  t h a t  o f  l a r g e r  c o r p o r a t i o n s ,  thu^ t h e  n e e d  

for  t h e  ta'x r e l i e f .  He b r o u g h t  u p  the l e g a l  q u e s t i o n  as to the 

i m p a c t  of t h e  p r e s e n t  s t a t e  l a w s u i t  of t h e  c o r p o r a t e  i n c o m e  tax 

to m u l t i - s t a t e  c o r p o r a t i o n s  ir. c o n n e c t i o n  w i t h  t h i s  l e g i s l a t i o n .

N e x t  o n  t h e  a g e n d a  w a s  SB S 5 "An A c t  p e r m i t t i n g  a m i n o r  u n d e r  the 

a g e  o f  18 t o  b e  e m p l o y e d  in an o c c u p a t i o n  in w h i c h  a s t r i k e  or 

l o c k o u t  is in p r o g r e s s . "

S e n a t o r  D a n k w o r t h  a d d r e s s e d  this b i l ,  e x p l a i n i n g  t h a t  a l a b o r  

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

s t r i k e .  W o r k  o r d e r s  h a d  to be p u l l e d  b e c a u s e  o f  e x i s t i n g  r e ­

g u l a t i o n s  t h a t  w e r e  a d o p t e d  by t h e  D e p a r t m e n t  o f  L a b o r  in c o n ­

n e c t i o n  w i t h  t h e  F e d e r a l  F a i r  L a b o r  S t a n d a r d s  A c t .  H o w e v e r ,  
m i n o r s  w e r e  s t i l l  p e r m i t t e d  tc w o r k  p i c k e t  l i n e s .

D a l e  C h e e k ,  D i r e c t o r  o f  W a g e  and H o u r  D i v i s i o n ,  D e p a r t m e n t  of 

L a b o r  t e s t i f i e d  in f a v o r  o f  this l e g i s l a t i o n .  H e  s a i d  t h e  bill 
w o u l d  c l a r i f y  t h e  l a w  ( t a p e  r e a d i n g  704 to 8 4 0 ) .

S e n a t o r  R o d e y  q u e s t i o n e d  as to w h e a t h c r  o r  not it was r e a l l y

n e c e s s a r y  f o r  a b i l l ,  w h e n  p o s s i b l y  r e p e a l i n g  a r e g u l a t i o n  
w o u l d  be a l l  t h a t  is n e c e s s a r y .

E a r l  D e a t e r ,  L o c a l  3 0 2  : S t a t e  o p p o s i t i o n  to S O  85 (tape r e a d i n g
8 4 2  t o  854) .

S c o t t  E d g a r  f r o m  A n c h o r a g e ,  a g e  15 y e a r s ,  t e s t i f i e d  in r e g a r d s

to S B  85 a n d  h o w  he w a s  a f f e c t e d  b y  the l e g a l  d e c i s i o n  b y  the

A . G ' s  o f f i c e  to n o t  a l l o w  m i n o r s  t o  w o r k  d u r i n g  a s t r i k e  (tape
r e a d i n g  0 0 0  to 0 6 2 ) .
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Pa u l  E d g a r  f r o m  A n c h o r a g e ,  a n d  f a t h e r  to S c t t t  E d g e r  t e s t i f i e d  

on t h e  e f f e c t  o f  t h e  s t r i k e  on h i s  sen a n d  thirty-six o t h e r  m i n o r s  

w h o  w e r e  p r e v e n t e d  f r o m  w o r k i n g  o r  c o l l e c t i n g  u n e m p l o y m e n t  b e ­
c a u s e  of t h e  i n c i d e n t  ( t a p e  r e a d i n g  064 t o  2 5 S ) .

Mr. D w a y n e  C a r l s o n ,  P r e s i d e n t  A F L - C I O  t e s t i f i e d  t h a t  t h e  p r o ­

p o s e d  l e g i s l a t i o n  w o u l d  v i o l a t e  t h e  C h i l d  L a b o r  L a w s .  It w o u l d  

set a p r e c e d e n t  f o r  h i r i n g  y o u n g s t e r s  as s t r i k e  b r e a k e r s .  He 

o f f e r e d  a c o m p r o m i s e  a m e n d m e n t  as to n o t  a l l o w i n g  y o u n g s t e r s  

( m i n o r s )  t-o w o r k  b e h i n d  p i c k e t s  as well a s  b u s i n e s s e s  i n v o l v e d  
in d i s p u t e s  ( t a p e  r e a d i n g  2 6 3  to 5 2 0 ) .

The m e e t i n g  was a d j o u r n e d  b y  C h a i r m a n  M u l c a h y  a t  4 : 0 3  P.M.



LEGISLATIVE AFFAIRS AGENCY

K  E M C) R A K D U M  F e b r u a r y  2, 1981

SUBJECT: Legal rate of interest -- SB 19
(Work Order Numt ^r 12-0492)

TO: Senator Bob Mulcahy, C h a irman
S e nat e L a b o r  and Comm erce Committee  
Attn: L i n d a  Otey

FROM: Thomas A. Sofo r
L e g i s l a t i v e  Counsel

Y o u  have asked w h e t h e r  SB 19, an act relating to the legal 
r a t e  of i n t eres t in the state, satisfies r e q u irements under 
the federal u s u r y  law enacted April 1, 1980. One of the few 
things that this n e m o  may be able to a c c o m p l i s h  is to more 
s p e c i f i c a l l y  d e fine the q u e stion  w h i c h  needs to be consider ed 
b y  the Committee. On M a r c h  31, 1980, the United States 
C ongress passe d the D e p o s i t o r y  Institutions D e r e g u l a t i o n  and 
M o n e t a r y  Control Act of 1980, P.L. 96-221, 94 Stat. 132. 
[Hereafter M o n e t a r y  Cont rol Act of 1980.] That rather lengthy 
l a w  involves a m e n d m e n t s  to mor e than 100 sections of the 
United States Code. Various sections of P.L. 96-221 are 
k n o w n  as or a m e n d e d  the following statutes:

B a n k h o l d i n g  C o mpany Act of 1956;
R a n k i n g  Act of 1935;
Consumer C h e c k i n g  Equity Act of 1980;
D e p o s i t o r y  Instit u t i o n s  D e r e g u l a t i o n  Act of 1980;
Equal Credit O p p o r t u n i t y  Act;
Federal C r e d i t  "nion Act;
Federal Deposit I nsurance Act;
Federal Home L o a n  3ani<. not;
Federal R e s e r v e  Act;
Federal T r a < e  C o m m i s s i o n  Act;
Financial R e g u l a t i o n  Simpl i f i c a t i o n  Act of 1980;
T r u t h  in L e n d i n v  Act; and
Truth in L e n d i n g  S i m p l i f i c a t i o n  and R e f o r m  Act.

m
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As can be seen f r o m  the above, the scope of the M o n e t a r y  
Control Act of 1980 was extensive. He

One of the subjects covered by the M o n e t a r y  Control Act of 
1980 is the m a x i m u m  p e r m i s s i b l e  rate of interest w h i c h  may 
be c h arg ed on c e r t a i n  tr ansactions b y  cert ain institutions.
The relevance to the state of those s c a t t e r e d  p r o v i s i o n s  is 
n e c e s s a r i l y  tied to the nature of the loan a n d  the i n s t i t u t i o n  
at w h i c h  it.is made. SB 19 is an attempt to amend the general 
usury law w h i c h  applies to loan transa ctions i n  the state in 
w h i c h  the p r i n ci pal amount is $100,000 or less. It should 
be p o i n t e d  out that AS 45.45.010(h) and the n o t e  i m m e d i a t e l y  
fo l l owing AS 4 5 . 4 5 . 0 1 0  make  it clear that m a n y  types of t r a n s­
actions and i n s t i t u t i o n s  are subject to more s p e c i f i c  r e g u l a t i o n  
of m a x i m u m  interest charges and that those m o r e  s p e ci fic 
statutes prevail over the language c o n t ained in AS 45.45.010(b) 
which SB 19 is c o n c e r n e d  with. The M o n e t a r y  Control  Act of 
1930 is an e x ample of federal l e g i s l a t i o n  w h i c h  m o r e  s p e c i f i c a l l y  
addresses c e rt ain types of loan transactions and has the 
effect of p r e e m p t i n g  usury  laws of this state for those t r a n s­
actions. The f o l l o w i n g  is a list of t r ansa ctions or institutions  
which are c o v e r e d  b y  the M o n e t a r y  Control Act of 1980:

Fe d e rally i n sured r esidential m o r t g a g e  t ransa c t i o n s
(12 U.S.C. 1735f-7nt);

Business and agricultur al loans of $ 2 5,000 or more
(12 U.S.C. 8 6 a j ;

S t a t e - c h a r t e r e d  insured banks (12 U.S.C. 1831(d));

Federally insured savings and loan assoc i a t i o n s
(12 U.S.C. 1 7 3 0 ( g ) ) ;

Federal ly insured credit unions (12 U.S.C. 1785); and

Small b u s i n e s s  investment companies (15 U.S.C. 687).

As Co each of the entries in the list above, the M o n e t a r y  
Control Act of 1980 has provided for the m a x i m u m  interest 
which may be c h a r g e d  and has s p e c i f i c a l l y  stated that any 
s t a t e  lav; to the c o n t r a r y  is preempted. The in terest rates



-    —  —

S e n a t o r  B o b  M u l c a h y
Page 3
F e b r u a r y  2, 1 9 8 1

w h i c h  a p p l y  since April 1, 1980, except on those loan t r a n s­
actions for w h i c h  a commi t m e n t  v.7as mad e prior to April 1,
1 9 3 0 ,  are as follows:

F e d e r a l l y  insur ed r e s i d e n t i a l  m o r t ga ges -- no m a x i m u m  
r a t e ;

B u s i n e s s  and a g r i c u l t u r a l  loans of $25,000 or more -- 
5 p e rcent  above discoun t rate on 90 day commer c i a l  paper
at federal reserve;

S t a t e - c h a r t e r e d  insure d b a n k s  -- 1 p e r c e n t  above discount  
rate on 90 day com mercial paper at federal reserve;

F e d e r a l l y  insured savings and loan a s s o c i a t i o n s  -- 
1 p e rc ent above discount rate on 90 day comme rcial  
paper at f e d eral reserve;

F e d e r a l l y  insured c redit unions -- 1 percent above 
d i s c o u n t  r a t e  on 90 day commerci al paper at federal 
reserve; and

Small b u s ine ss invest m e n t  companies -- as p r e s c r i b e d  by 
r e g u l a t i o n  by the small business a d m i n i s t r a t i o n  or other 
a l t e r n a t i v e s  which wil 1 r e quire  further research.

As to eac h of the p r e e m p t e d  areas identi f i e d  above, the 
M o n e t a r y  Control Act of 1980 allows a state to s p e c i f i c a l l y  
adopt a s t a t u t e  after April 1, 1930,

* ■ i  n  o n  > ti t LCuf ypTBCimppS >pB©:i'RCStlfi-" USttrV*

The only e x c e p t i o n  to this 
m e c h a n i s m  to avoid federal p r e e m p t i o n  is in the federally  
i n s u r e d  res ide n t i a l  m o r t g a g e  transactions. In that area 
there is a "window" w i t h i n  wh ich any s tate action to avoid 
feaeral p r e e m p t i o n  must occur. For f e d e r a l l y  insur ed r e s i­
dential mortgage s, the state m u s t  adopt a law e x p l i c i t l y  
a v o i d i n g  the p r e e m p t i v e  effect of the M o n etary Control Act 
of 19(30 on or after April 1, 1980 and before April 1, 1983.

It is b e y o n d  the scope of this memo to address the w i s d o m  in 
p u r s u i n g  any state l e g i s l a t i o n  w h i c h  can avoid the pr eemp t i v e  
e f f e c t  of the M o n e t a r y  Control Act of 1980. In-d epth eco nomic  
a n a l y s i s  w o u l d  s e e m  to he w a r r a n t e d  b efore taking any action.
" - o v c m ', the timing of such a dec..sion is p a r t i c u l a r l y  important 
■ i the ar* M of f e d e ra lly insured r e s i d e n t i a l  mo rtg a g e s  since
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the " w i ndow" o n l y  r e m ains o p e n  until April 1, 1983. The 
short answer to the q u e s t i o n  originally  p o s e d  is that SB 19 
does not r e q u i r e  f u r t h e r  ame ndment to comport w i t h  the federal 
u s u r y  statutes w h i c h  b e c a m e  e ffective April 1, 1980. However, 
as I a m  sure c a n  appreciate, the issues r a i s e d  by the M o n e t a r y  
Control Act of 19 2*0 are certainly likely subjects of legislation 
w h i c h  could be i n c l u d e d  in a bill similar to SB 19.

T A S :1jb
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OFFICE OF THE COMMISSIONER I  JUNEAU. ALASKA 99811

February 19, i98'|Phone:465’2500

Honorable Bob Mulcahy, Chairman 
Senate Labor & Commerce Committee 
Pouch V
Juneau, Alaska 99811

Dear Senator Mulcahy:

RE: Deregulation of Interest Rates

Last year, Congress passed the Depository Institutions Deregulation Act 
of 1980. The purpose of the act was to do away with limitations on 
interest rates, which were payable on deposits and accounts, and which 
discouraged persons from saving money. The act is administered by a 
committee, including members of the Federal Reserve, FDIC, the Federal 
Home Loan Bank and others. The committee is called the Depository 
Institutions Deregulation Committee.

The committee was given the charge of doing away with interest rate 
limitations on deposits in financial institutions. This limitation is 
known as "Regulation Q." The committee, in doing away with the interest 
rate limits, will be raising the limitations a certain percentage for 
the first two 18-month periods, then a half of a percent a year there­
after until the end of the sixth year. During this period of time, the 
rates cannot exceed the money market rate. After the s1x-year period, 
the Regulation Q limitations will no longer exist. During the s1x-year 
phase-out period, the committee 1s to prescribe rules governing the 
payments of Interest and dividends and the establishment of classes of 
deposits on accounts.

The concerns you mentioned regarding usury rates and the effect that it 
may cause upon the free-floating interest rates paid on deposits are 
valid concerns. The usury rate, after a s1x-year period, may have the 
effect of limiting the amount of interest that a financial Institution 
could pay on deposits. That 1s, 1f the usury ^ate on loans was set at a 
level of 17 percent, a financial institution could not pay interest on 
deposits 1n the amount equal to 17 percent and stay in business. There­
fore, the usury rate may have the effect of limiting what financial 
Institutions could pay th< !r depositors if the rates on deposits were to 
float free.

Commissioner

CRW/jarL



Senate
Committee on CaSor & Commerce Pouch V 

State Capitol 
Juneau, Alaska 99811Official Business

S u m m a r y  S B  1 9  - b y  S e n a t o r  R o d e y

" A n  A c t  r e l a t i n g  t o  t h e  l e g a l  r a t e  o f  i n t e r e s t ;  a n d  
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . ”

C h a n g e s  t o  4 5 . 4 5 . 0 1 0 ( b ) :

1. R e m o v e s  q u a r t e r l y  c a l c u l a t i o n s  o f  i n t e r e s t  r a t e s  

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

r a t e s  b a s e d  o n  d a y  o f  c o n t r a c t  o r  c o m m i t t m e n t .

2. R e p e a l s  (d) - r e q u i r e m e n t  f o r  g o v e r n m e n t  n o t i c e  o f  
q u a r t e r l y  r a t e  o f  i n t e r e s t  t o  a l l  b a n k s  a n d  l o a n  

i n s t i t u t i o n s .
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Comments:
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□  Position Noted

By * _ Data

1 •

SUM MARY
1. a) Related Hills (S im ilar or Conflicting

None of which I am aware
2 . a) Organizational Support (or B ill

All Alaska Financial Institution

1. b) O ther Agonciut A ffected by B ill

Nnnp nf which T nm awaro
2 . b) Organizational Opposition to B ill

None of which I am aware

3 . Program Effects of B ill

None if passes as proposed.

. . . .

•f M *

..r

.!' ■j* v .

i • •

4 . F lsca' Impact: & Nona |~| F isca l Note Attached

5. Amendments Proposed:

Consideration could, be given for the removal of all interest rate ceilings. This would 
let each financial institution compete based on their costs and other competitive factors.

6. Comments:

The present quarterly adjustments do not allow for sudden changes in money market conditions. 
The daily calculation of the legal rate of interest will allow lenders to quickly adjust their 

charges as changes in the discount rate occur. AS 45.45.010(d) as stated in the bill must be" 

repealed in order* that the lender may quickly calculate the applicable interest rate without 

the delay of an intervening level of authority. Of necessity, AS 45.45.010 must be self- X  
regulating.

V
oi oo'ji n«v. 'j/boi
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D IK EM Bt T1WK!%'T  <iBD’ COMMKEBO\ A
k o > a t ’ ap E v e il© p m  E ivr
Division OF BANKING, SECURITIES. SMALL LOANS El CORPORATIOIJS

JAYS. HAT,mono, c o v e r t :OR

POUCH D
JUNEAU. ALASKA 99811

NOTICE OF MAXIMUM LEGAL RATE OF INTEREST 
EFFECTIVE JANUARY 1, 1931 THROUGH MARCH 31, 1981

In compliance with AS 45.45.010(d), the Commissioner of the department 

gives public notice that the Federal Reserve discount rate prevailing in 

the 12th Federal Reserve District on the 25th day of the month preceding 

the commencement of the calendar quarter beginning January 1, 1980 was 13 
percent.

AS 45.45.010(b) provides that:

(b) No interest may be charged by express agreement of the parties 
in contract or loan commitment dated after June 24, 1976 which is 

more than fi 'e percentage points above the annual rate charged member 

banks for advances by the 12th Federal Reserve District that prevailed 

on the 25th day of the month preceding the commencement of the 
calendar quarter during which the contract or loan commitment is 

made. A contract or loan commitment in which the principal amount 
exceeds $ 100,001 is exempt from the limitation of this subsection.

THEREFORE, effective January 1, 1931, the maximum legal rate of interest 

which may be charged by express agreement of the parties in a contract or 

loan commitment of $100,900 or less is 18 percent.

On March 31, 1980, President Carter signed into law H.R. 4986, a bill 

which makes a number of changes affecting banks and financial institutions 
and state usury laws. In particular, that bill affects the provision of 
the Alaska usury statute, A3 45.45.010(b) as follows:

1. The ceiling on interest rates allowable on certain home 
mortgage loans including mobile homes loans, is preempted 
starting April 1, 1930, and there is no ceiling set by federal 

law.

2. The ceiling on interest rates allowable on business and 
agriculture loans over $ 1 ,000 is preempted if that ceiling 
falls below the ceiling established by the federal law (this 

provision applies for a period o: three years ending at the 
close of April 1, 1933). Consult the current discount rate 

from the Federal Reserve 3ank in Seattle to determine if 

preemption has occurred.

Regulations for federally-related mortgage loans have been adopted. See 
12 Code Federal Regulations Part 590. For further information relating 

to the federal legislation, please contact the Alaska Congressional 
Delegation and refer to Public Laws 96-221 and 96-399.

08-H14LH Julius •1/. Brecht 
Director



T H E . u G I S L A T U R E  O F  T H E  S T A T E  O F  a  

T W E L F T H  L E G I S L A T U R E

J K A

FISCAL NOTE

I. REQUEST
Bill/Resolution No. SB 19_______________________________________________________
Title An A c t  r e l a t i n g  t o  t h e  l e g a l  r a t e  o f  i n t e r e s t ;  an d  p r o v i d i n g  e f f e e . d a te  
Requested bv S .  L a b o r  & Com m erce______________________________Date 1 / 1 6 / 8 1

II. FISCAL DETAIL 
Agency Affected _ D e p a r t m e n t  o f  C o m m e r c e  & E c o n o m i c  D e v e l o p m e n t

Program Category Affected C on sum e r P r o t e c t i o n
BRU. Program, or Subprograni(s) Affected F i n a n c i a l  I n s t i t u t i o n s

(Note: I f  more than one budget component is affected, separate line-item amounts and funding for each 
component in the analysis section.)

EXPENDITURES (Thousands o f Dollars)

F Y  81 F Y  8 2 F Y  83 F Y  84 F Y  35 .FY 36

100 PERSONAL SERVICES 0 0 0 0 0 0
2on TRAVEL 0 0 0 0 0 0

?oo CONTRACTUAL 0 0 0 0 0 0

400 COMMODITIES 0 0 0 0 0 o'
500 EQUIPMENT 0 0 0 0 0 0

600 LAND & STRUCTURES 0 0 0 S 0

700 GRANTS. CLAIMS. ETC. 0 0 0 0 0 0

TOTAL 0 0 0 0 0 0

FUNDING (Thousands o f Dol 
GENERAL FUND

lars)
0 0 0 0 0 0

FEDERAL FUNDS 8 0 .. 0 0 0 0
OTHER (Specify FunJ Source) 0 0 0 0 0 0

POSITIONS 
FULL TIME 0 0 0 0 0 0
PART TIME . - A 0 0 0 0
TEMPORARY 0 . .0 . . . 0 0 0 0

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

J
IV. DATE
Original:
cc:

Legislative Finance 
Budget and Management 
Prime Sponsor (First Legislator Named)

PREPARED BY W i l l i s  F'. 
AGENCY D p p t . o f  C o m m e r c e  

PHONE 4 6 5 - 2 5 21_____________

K i r k p a t r i c k ,  Dir, o f  B a n k i ng

s E c o n o m i c  D e v e l o p m e n t

-001 (Rev. 1 2 / 8 0



V (FO STER & M A R SH A L L INC
N E W  Y O R K  STOCK  f l C H A S C f .  IN C .  
A W C R i : < N  STOCK C X C H A N C E .  INC .  
^ A C i r i c  S T O C K  E X C H A N G E .  IN C .  MlOWffV STOCK  EX C H A N G E .  IN C .

I NVES T MENT  B A N K E R S  AND B R O K E R S  

203 C O L U M B I A  S T R E E T

O F F IC E *

IN  T H E  P P t N C I P A t .  C I T I E S  O F  T H E  
P A C I F IC  N O R T H W E S T  A N D  A LA SKA

C H IC A G O  BOABO O P T . O N *  EXCHANGE S E A T T L E .  W A S H I N G T O N  9 8 1 0 4  

(2 0 6 )  $ 4 4 -3 * 0 0

November 19, 1980

Mr. Jim Kelly

State of Alaska Banking Committee 

Pouch V

Juneau, A K  99811 

Dear Jim:

It was a real pleasure speaking with you this morning, particularly since 

y o u  left me with a sense o f  optimism toward an eventual solution of the 

usury burden. As we discussed on the telephone, this letter serves as an 

addendum to my November 12 letter. It is written because of the one p e r­

cent increase in the discount rate and a 1 3/4 percent increase in our 

cost of funds since the last letter.

based upon the new interest rates w e  are n o w  losing $60,750 a year, with 

an additional $27,000 lost from our normal spread. When reviewing this 

$87,750 loss from our normal income, Foster & Marshall must make one o f  

two decisions: 1 ) continue carrying the loans and incurring the loss, or

2 ) calling the loans and discontinue extending credit until the rates are 

more favorable. The unfortunate part of t h e  latter alternative is; that 

we're in a highly competitive business and it would be relatively easy 

for Alaskan residents to redirect their business outside the state of 

Alaska, and therefore be unencumbered by a usury law. It is these same 

.competitive forces that do not ailow us to maintain a high interest rate, 

■bas e d  upon~"a previously stated discount rate7 ~d u r i n g ^  period of declTn- 
j n c  rates. -

Because o u r  rate o f  interes t  charged clients is based upon our cosit of 

money as opposed fo theudiscount rate, we recommend that the wording in 

AS 45.45.010(b) be amended to read, "...^ more than eight percentage 

points above the annual rate charged.namhpr banks for advances bv th°

12t*. Fede ral Reserve District.", and that the eight percentage points be 

.allowedjto fluctuate with the discount rate.. The state of Alaska is the 

only state that I know of that formally notifies interested parties of 

the discount rate; it is generally the responsibility of the financial 

institution to be aware of this rate.

i  have detailed a list of discount rates that were in force from October 2, 

1978 to November 17, 1980; these dates aren't necessarily the dates that 

che rate changed, but are the applicable rates on the days indicated.



N o v e m b e r  19, 1980 

Mr. Jim Kelly

-2-

October 2, 1978 8%
October 16, 1978 8 1/2%
November 1, 1978 9 1/2%

August 7, 1979 10%

August 31, 1979 10 1/2%

September 19, 1579 11%

October 8, 1979 12%

February 15, 1980 1 3%
May 29, 1980 12%

Ju n e  12, 1980 11%

July 21, 1980 10%

September 26, 1980 1 1 %
November 17, 1980 12%

If I can be of any further assistance please dcn't hesitate to contact

Sincerely,

FOSTER & MARSHALL INC.

•>a\g/H. Abramson

Vice/President * Controller

CHA:jb

cc: Mr. Fred Koken
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November 1?, 1980

c /Mr. clin Kelly

State of Alaska Banking Committee 
Pouch V .

Juneau, AK 99211 • ^ 7

Dear Mr.- Kelly:

This letter is written at the request of Mr. Fred Koken, manager of our 

Juneau office., concerning the impact of the Alaska state usury law upon 
Foster ft Marshall's profitability and our reconmendations for possible 

change. This opportunity for voicing our concerns and opinions is very 
much appreciated.

At this writing our average cost of money is(j5 1/2%J and the maximum amount 

that we can charge our customers to whom w e  have extended credit in the 

State of Alaska is 15%. With $2,700,030 in credit extended to Alaskan res­

idents, this equates to a $1,125 loss on a monthly basis ($13,500/annual). 

Since we normally earn approximately 12 on credit extended, this is really 

a $3,375/month ($40,509/annual) loss from our normal operations, and the 

disparity between o u r  average cost o f  money and the state usury is some- 

tii.cs greater than this 1 / 2%.

I understand you are considering soine alternatives to the present usury 

policy. The alternative of reducing loans exempt from the usury law from 

$100,000 to $50,000 does not benefit us since most of cur loans are in the 

$5,009-25,000 range. The ideas of eliminating the usury law o r  Increasing 

the amount that may be charged in excess o f  the discount rate are very at­

tractive to us (if that increase 1s 8% or more). Another alternative worth 

considering is allowing the usury rate to fluctuate with the discount rate; 

at least for us this is very practical, since all we have to do is call the 

local Federal Reserve Bank and ask what the current discount rate 1s every 

time our cost of money changes.

If I can be of any assistance in this natter or if y o u  v/ould like to pursue 

anything that has been discussed in this letter, please don't hesitate to 

contact me. 1 can be reached at 205/344-8530.

Sincerely,

FOSTER A MARSHALL IRC.

Craig I!. Abramson

Vice President ft Controller

CHA:jb

cc: Mr. Fred Koken

*



T h e  D e p o s i t o r y  I n s t i t u t i o n s  D e r e g u l a t i o n  & M o n e t a r y  C o n t r o l  A c t  

o f  1 9 8 0  - h a s  a n  o v e r r i d e  c l a u s e  w h i c h  a l l o w s  for S t a t e s  t o  

s t o p  i n t e r v e n t i o n  o f  u s u r y  l a w s  b y  t h e  F e d e r a l  G o v e r n m e n t  if 
d e a l t ' w i t h  b y  A p r i l  1, 1 9 8 3 .

F o r  a n  e f f e c t i v e  o v e r r i d e ,  S t a t e s  m u s t  a m e n d  u s u r y  l a w s  b y

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

o f  t h e  A c t  a n d  a l s o  c h e e r i n g s t a t i n g  t h a t  t h e  s t a t e  is o v e r r i d i n g
t h e  p r e e m p t i o n .

Til V—STATS US1TP.Y LAWS
The Senate amendment contains various amendments providing for .Federal overrides o f state usury ceilings on business, agricul- .turaJ add mortgage loans, cumnar provisions were enacted as cart oTFuoTJc Law
The House receded with an amendment which contains the fol­lowing provisions: •State tsurv ceilings on first mortgage leans made bv banks, sav­ings ar.d loans, credit unions, mutual savings banks, mortgage bankers and HUD-approved lenders under the National Housing Act will be permanently preempted^ subject to a~r:ght ol ar.ectea

EjiU (rears.states to override the preemption if they act within 3' y state -usury ceilings op business and agricultural loans acoyeS25.0QQ made by any person will be preempted for 3 year?, subject to a r.gr.t oi anectea states to overrice :ae preemption, A ceiling of o percentage points anove the discount rate (including anv «ur- cnarve) Veceral rteserve cistr-.c: wr.ere the institution is lo­cated will apply to sucn loans/The surc’rprgn *<; rn ty> included In  computing the ceiling as long as it is~prescribed by therederal .%• 
sOTeTregaraless of whether or not it is actually collected against any

State usury ceilings on a ll loans made bv Federally iniSl,r^  pcsitory institutionsi iexceoc nntionJl banks) and small business in­vestment camuanies wiil be permanently preempted subject to iEc rigr.c oi affected states to override ac anv time and a caning of I percentage oomt pgflye the appropriate Federal Reserve discount rate will apply, except to transactions subiect to the preemptions oi

7 T n W u £ v \ K c m  o £

lou) U>l\l \ocJk.

Usuftj cciW'nO) 

loans onli( a-ffcr 
$25,000. Ra+e. toill 
bfi- 57o above. d\$ccurj 
rsVe. iv\c.\udirv  ̂

s u r c h a r g e .

M sc o  u a r c m e  

£ 0 «"

usua L c e ilir .g s on mcrtjiai;  loar.s and on business and agricultural  1_c_ans_asoye SZS .-QO. Separate usury iipits, acmimstergd bv the 5mall_3usinesS-Acnainistration, will apply to smail easiness ir.vesc- 
jse"ntcc m paniei *~ ~Tn order for_5 state :z override a federal preemption of state usu ry faws proviced for in ;njs~title the overrice proposal mas: e£- pucitiy ana by its terms indicate that the state is ovemcm.gThe 'preemption, Oncer tms requirement :hT~st3lfe law consf.rrrxr.jl 
"p'rdvtsion. or~otHtr cvernce proccsal must specifically refer :a this Ac: anc indicate mat the smce intencs to overrice the tederaLgrei emotion this Act crevices. 3ir.ee eactTdfubTe znTl leneral cne:r.i> : :ens provides icr a separate ng.nt ct state CNerriae. tne'Tute's ’eyerr.ee.?rcc-osa: vcuia :e repaired to refer to ir.e specuic cresmo- tisn. such as taa: or. m.cmgcge loans, sn susir.efs ana agr.r.-.turai lo ans over ' - - - - -  :
lo ry institutions ccuhtrate cn ar.v

.'j. cr mat wr.:cn permits ;<rcerc.iy-insurec tepcsi- 
ts cnarge 1 percent over tno receral heserves dis-
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