


m u  §  i f a u m k a  
TTGa i l  U d i D I I L ^ f i l S

POOCH Y . STATE CAPIIOt 
JUNEAU, Al ASKA 99811 

90;-4«5.3800

LEGISLATIVE AFFAIRS AGENCY
L E G I S L A T I V E  R E F E R E N C E  L I B R A R Y

M a y ,  1 9 8 6

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

i n  t h i s  f i l e .  T h e  m i n u t e s  a r e  a v a i l a b l e  o n  t h e  S T A I R S  

d a t e  b a s e  C M  1 4 .  I n  o r d e r  t o  s a v e  s p a c e  c o p i e s  o f  

m i n u t e s  h a v e  n o t  b e e n  l e f t  i n  t h e  f i l e s .

J e a n i e  H e n r y

v \ _ . p m .

M l  I ' T f & S -  , 1 3 c

Hhtl&S " 1 ' ? °

< I

I '



( 7 )

3 / 1 5 / 8 5

C O M M IT T E E  R EPO RT  

H O U S E

F U R T H E R :

D a t e :

/ / —

T h e  C o m m i t t e e  o n
J U D I C I A R Y

h a s  h a d
H B  2 1 7

1 S /
A n  Ac!: r e l a t i n g  t o  I n t e r e s t  r n t n  ., j a n d  p r o v i d i n g  f o r  n n  o f f e e t i r o  d  it<

u n d e r  c o n s i d e r a t i o n  a n d  r e c o m m e n d s :

d o  p a s s  [ ] d o  n o t  p a s s[ ]

[ 3

[ H '

[ 3 

[ 3 

[ 3

d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )

H l 3  o / 7  ( T o o ' )r e p l a c e  w i t h  C S  f o r

[ ] s a m e  t i t l e

[ ] - n e w  t i t l e

a n d  r e c o m m e n d s

A N D  a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ 3 N e w  F i s c a l  N o t e

[ ] Z e r o  F i s c a l  N o t e  A t t a c h e d  
r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

r e f e r r e d  to  t h e

M E M B E R S  S I G N I N G  

D O  P A S S

C o m m i  t t e e

M E M B E R S  H A V I N G  

O T H E R  R E C O M M E N D A T I O N S

S \  V 4  X J . - 'h A r - 1- '

J ‘

C H A  i R M A N



1

2

*>v

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

B a n n i s t e r

4 / 2 2 / 8 5 /

O r i g i n a l  s p o n s o r s :  D u n c a n ,  P e a r c e ,

R i n g s t a d  a n d  B o u c h e r

I N  T H E  H O U S E  B Y  T H E  J U D I C I A R Y  C O M M I T T E E

C S  F O R  H O U S E  B I L L  N O .  2 1 7  ( J u d i c i a r y )

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  i n t e r e s t  r a t e s  o n  j u d g m e n t s  a n d

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

p r o v i s i o n s  o f  A S  0 6  a n d  A S  4 5 ,  a n d  c e r t a i n  i n t e r e s t  

r a t e  p r e e m p t i o n s  b y  t h e  f e d e r a l  g o v e r n m e n 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 . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. A S  0 6 . 2 0 . 3 2 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a)  A  l i c e n s e e  o r  l e n d e r  w h o ,  i n  t h e  m a k i n g  o r  c o l l e c t i o n  o f  a 

l o a n  c c n t r a c t ,  d o e s  a n y  a c t  t h a t  [ W H I C H ]  v i o l a t e s  A S  0 6 . 2 0 . 2 3 0  - 

0 6 . 2 0 . 2 6 0  o r  0 6 . 2 0 . 2 8 0  - 0 6 . 2 0 . 3 1 0  s h a l l  a t  t h e  o p t i o n  c f  t h e  c o m m i s ­

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

t h a t  p r o v i d e d  i n  t h o s e  s e c t i o n s ,  o r ,  i n  t h e  c a s e  o f  r e p e a t e d  v i o ­

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

a  h e a r i n g ,  r e q u i r e  t h e  l i c e n s e e  t o  a d j u s t  t h e  l o a n  c o n t r a c t  i n t e r e s t

o r  o t h e r  c h a r g e s  d o w n  t o  1 0 . 5  p e r c e n t  a  y e a r  [ T H E  C O N T R A C T  I N T E R E S T  

L I M I T A T I O N  S P E C I F I E D  I N  A S  4 5 . 4 5 . 0 1 0 ( a ) ] .

*  S e c .  2. A S  0 6 . 4 0 . 1 6 0 ( a )  i s  a m e n d e d  t o  r e a d :

(a) A  l e n d e r  w h o ,  i n  t h e  m a k i n g  o f  a n y  c o n t r a c t ,  l o a n  o r  p r e m i u m

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

a c t  t h a t  [ W H I C H ]  v i o l a t e s  A S  0 6 . 4 0 . 0 1 0 ,  0 6 . 4 0 . 0 2 0 ,  0 6 . 4 0 . 0 9 0 ,  o r

0 6 . 4 0 . 1 1 0  - 0 6 . 4 0 . 1 3 0  s h a l l  a t  t h e  o p t i o n  o f  t h e  c o m m i s s i o n e r  r e i m ­

b u r s e  t h a t  p o r t i o n  o f  t h e  i n t e r e s t  a n d  c h a r g e s  i n  e x c e s s  o f  t h a t  

p r o v i d e d  i n  t h o s e  s e c t i o n s ,  o r ,  i n  t h e  c a s e  o f  r e p e a t e d  v i o l a t i o n s  o f  

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

1 0 . 5  p e r c e n t  a y e a r  [ T H E  C O N T R A C T  I N T E R E S T  L I M I T A T I O N  S P E C I F I E D  I N

A S  4 5 . 4 5 . 0 1 0 ( a ) ] .

*  S e c .  3. A S  0 6 . 4 5 . 0 6 0 ( 5 ) ( A ) ( v i )  i s  a m e n d e d  t o  r e a d :

( v i )  t h e  r a t e  o f  i n t e r e s t  m a y  n o t  e x c e e d  [ T H E  

G R E A T E R  O F  15 P E R C E N T  A  Y E A R  O R ]  t h e  r a t e  s p e c i f i e d  i n

A S  4 5 . 4 5 . 0 1 0 ( b ) ;

*  S e c .  4. A S  0 9 . 3 0 . 0 7 0  i s  a m e n d e d  t o  r e a d :

S e c .  0 9 . 3 0 . 0 7 0 .  I N T E R E S T  O N  J U D G M E N T S .  T h e  r a t e  o f  i n t e r e s t  o n

j u d g m e n t s  a n d  d e c r e e s  f o r  t h e  p a y m e n t  o f  m o n e y  i s  J_4 [ 1 0 . 5 ]  p e r c e n t  a

y e a r ,  e x c e p t  t h a t  a  j u d g m e n t  o r  d e c r e e  f o u n d e d  o n  a c o n t r a c t  i n  w r i t ­

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

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

t r a c t ,  b e a r s  i n t e r e s t  a t  t h e  r a t e  s p e c i f i e d  i n  t h e  c o n t r a c t  i f  t h e  

i n t e r e s t  r a t e  i s  s e t  o u t  i n  t h e  j u d g m e n t  o r  d e c r e e .

* S e c .  5. A S  4 5 . 1 0 . 1 2 0 ( c )  i s  r e p e a l e d  a n d  r e e n s c t e d  t o  r e a d :

(c) A  s e l l e r  o r  h o l d e r  o f  a r e t a i l  c h a r g e  a g r e e m e n t ,  r e v o l v i n g  

c h a r g e  a g r e e m e n t  o r  o t h e r  r e t a i l  c h a r g e  a g r e e m e n t  m a y  c h a r g e ,  r e c e i v e  

a n d  c o l l e c t  a s e r v i c e  c h a r g e  a t  a  r a t e  o f  1 . 5  p e r c e n t  a  m o n t h  c o m p u t e d  

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

s o  c o m p u t e d  i s  l e s s  t h a n  $1 f o r  a n y  m o n t h ,  t h e n  t h e  s e r v i c e  c h a r g e  i s  

$ 1 .  T h e  s e r v i c e  c h a r g e  m a y  b e  c o m p u t e d  o n  a s c h e d u l e  o f  f i x e d  a m o u n t s  

i f  a s  s o  c o m p u t e d  i t  i s  a p p l i e d  t o  a l l  a m o u n t s  o f  o u t s t a n d i n g  b a l a n c e s  

e q u a l  t o  t h e  f i x e d  a m o u n t  m i n u s  a  d i f f e r e n t i a l  o f  n o t  m o r e  t h a n  $ 5  

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

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

* S e c .  6. A S  4 5 . 4 5 . 0 1 0 ( b )  i s  a m e n d e d  t o  r e a d :

(b) I n t e r e s t  m a y  n o t [ N O  I N T E R E S T  M A Y ]  b e  c h a r g e d  b y  e x p r e s s  

a g r e e m e n t  o f  t h e  p a r t i e s  i n  a  c o n t r a c t  o r  l o a n  c o m m i t m e n t  w h i c h  f o r  

C S H B  2 1 7 ( J u d )  - 2 -
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l o a n s  o f  $ 1 0 , 0 0 0  o r  u n d e r  i s  m o r e  t h a n  s i x  a n d  o n e - h a l f  [ F I V E ]  p e r -  j 

c e n t a g e  p o i n t s  a n d  f o r  l o a n s  o v e r  $ 1 0 , 0 0 0  a n d  n o t  i n o n  t h a n  $ 2 5 , 0 0 0  is 

m o r e  t h a n  10 p e r c e n t a g e  p o i n t s  a b o v e  t h e  a n n u a l  r a t e  c h a r g e d  m e m b e r  

b a n k s  f o r  a d v a n c e s  b y  t h e  1 2 t h  F e d e r a l  R e s e r v e  D i s t r i c t  o n  t h e  d a y  o n

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  i s  m a d e .  A  c o n t r a c t  o r  l o a n

c o m m i t m e n t  i n  w h i c h  t h e  p r i n c i p a l  a m o u n t  e x c e e d s  $ 2 5 , 0 0 0  i s  e x e m p t  

f r o m  t h e  l i m i t a t i o n  o f  t h i s  s u b s e c t i o n .

* S e c .  7. A S  4 5 . 4 5  i s  a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d :

S e c .  4 5 . 4 5 . 0 1 5 .  E L E C T I O N  T O  O V E R R I D E  F E D E R A L  P R E E M P T I O N .  I n  

a c c o r d a n c e  w i t h  S e c t i o n  5 2 5  o f  P u b l i c  L a w  9 6 - 2 2 1  ( 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  a n d  M o n e t a r y  C o n t r o l  A c t  o f  1 9 8 0 ) ,  t h e  s t a t e  

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

v i s i o n s  c o n t a i n e d  i n  t h e  f o l l o w i n g  s e c t i o n s  o f  t h a t  a c t :

(1) s e c t i o n  5 2 1 ,  w h i c h  a m e n d s  t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  

A c t  ( 1 2  U . S . C .  1 8 1 1 - 1 8 3 2 )  w i t h  r e s p e c t  t o  t h e  i n t e r e s t  r a t e  t h a t  m a y  

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

o r  o n  a n o t e ,  b i l  o f  e x c h a n g e ,  o r  o t r e r  e v i d e n c e  o f  d e b t ,  b y  f o r e i g n  

b a n k  b r a n c h e s  a n d  s t a t e - c h a r t e r e d  b a n k s  t h a t  a r e  i n s u r e d  i n  a c c o r d a n c e  

w i t h  t h a t  a c t ;

(2) s e c t i o n  5 2 2 ,  w h i c h  a m e n d s  s u b c h a p t e r  I V  o f  t h e  N a t i o n a l

H o u s i n g  A c t  ( 1 2  U . S . C .  1 7 2 4 — 1 7 3 0 g ) w i t h  r e s p e c t  t o  t h e  i n t e r e s t  r a t e

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

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

b y  i n s t i t u t i o n s  t h a t  a r e  i n s u r e d  u n d e r  t h a t  s u b c h a p t e r ;  a n d

(3) s e c t i o n  5 2 3 ,  w h i c h  a m e n d s  s e c t i o n  2 0 5  o f  t h e  F e d e r a l

C r e d i t  U n i o n  A c t  ( 1 2  U . S . C .  1 7 8 5 )  w i t h  r e s p e c t  t o  t h e  i n t e r e s t  r a t e
i

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

c r e d i t  u n i o n  t h a t  i s  i n s u r e d  i n  a c c o r d a n c e  w i t h  s u b c h a p t e r  I I  o f  t h e  

F e d e r a l  C r e d i t  U n i o n  A c t  ( 1 2  U . S . C ,  1 7 8 1  - 1 7 9 0 ) .

- 3 -  CSHB 2 1 7 ( J u d )
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*  S e c .  8. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1 9 8 5 .
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AMENDMENT TO CS FOR HB 217 (Loans)

By Representative Gruenberg

1. A d d  a  n e w  s e c t i o n  4 as  follows:

A S  0 9 . 3 0 . 0 7 0  is a m e n d e d  to read:

Sec. 09.30.070. I n t e r e s t  o n  j udgments. T h e  r a t e  o f  interest 

o n  j u d g m e n t s  a n d  de c r e e s  f o r  the p a y m e n t  o f  m o n e y  is 14^ (10.5) p e r c e n t  

a  year, e x c e p t  that a  j u d g m e n t  o r  d e c r e e  f o u n d e d  o n  a  c o n t r a c t  in 

writ i n g ,  p r o v i d i n g  f o r  the p a y m e n t  o f  i n t e r e s t  u n t i l  p a i d  a t  a  

s p e c i f i e d  r a t e  n o t  e x c e e d i n g  the l e g a l  r a t e  o f  i n t e r e s t  for that 

t y p e  o f  c o n t r a c t  if the i n t e r e s t  r a t e  is set o u t  in  the j u d g m e n t  o r  

decree.

2. R e n u m b e r  a l l  f o l l o w i n g  sections.

Comment: T h i s  r a i s e s  t h e  i n t e r e s t  r a t e  o n  j u d g m e n t s  f r o m  10.5% a  y e a r

to 14%. T h e  a m e n d m e n t  e n c o u r a g e s  j u d g m e n t  d e b t o r s  to p a y  o f f  

t h e i r  judgments.



B a n n i s t e r  .

O f f e r e d  i n  t h e  H O U S E  B y  C l o c k s i n

T O :  P r o p o s e d  C S H B  2 1 7  ( J u d i c i a r y )

P a g e  1, l i n e  6, d e l e t e  " i n t e r e s t  r a t e s "  a n d  i n s e r t  " f i n a n c i a l  t r a n s a c t i o n s "

P a g e  1, f o l l o w i n g  l i n e  8, i n s e r t  a n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c t i o n  1. A S  0 6 . 0 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  0 6 . 0 5 . 1 2 0 .  M A N D A T O R Y  C H E C K I N G  A C C O U N T  S E R V I C E S .  (a)  A  

b a n k  o r g a n i z e d  u n d e r  t h e  l a w s  o f  t h e  s t a t e  s h a l l  p r o v i d e  e a c h  o f  t h e  

f o l l o w i n g  p e r s o n s ,  o n  r e q u e s t  o f  t h e  p e r s o n ,  w i t h  a  c h e c k i n g  a c c o u n t

t h a t  p r o v i d e s  t h e  s e r v i c e s  r e q u i r e d  u n d e r  (b) o f  t h i s  s e c t i o n :

(1 ) a  p e r s o n  6 5  y e a r s  o f  a g e  o r  o l d e r ;

(2) a  p e r s o n  w h o  i s  e l i g i b l e  t o  r e c e i v e  g e n e r a l  r e l i e f

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

a s s i s t a n c e  f r o m  t h e  s t a t e ;

(3) a  p e r s o n  w h o  i s  e l i g i b l e  f o r  a s s i s t a n c e  u n d e r  t h e  f o o d  

s t a m p  p r o g r a m  o f  t h e  s t a t e ;

(4) a  p e r s o n  w h o  i s  e l i g i b l e  t o  r e s i d e  i n  a  P i o n e e r s '  H o m e ,

(b) A  c h e c k i n g  a c c o u n t  r e q u i r e d  b y  t h i s  s e c t i o n  m u s t  p r o v i d e  t h e

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

(1) e i g h t  c h e c k s  p e r  m o n t h  t h a t  c a n  b e  w r i t t e n  o n  t h e

c h e c k i n g  a c c o u n t ;

( 2)  c h e c k s  f o r  t h e  c h e c k i n g  a c c o u n t  t h a t  a r e  p r i n t e d  w i t h  

t h e  p e r s o n ' s  n a m e ,  a d d r e s s ,  a n d  p h o n e  n u m b e r ;

A M E N D M E N T  i 1
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(3) i n t e r e s t  o n  t h e  f u n d s  i n  t h e  c h e c k i n g  a c c o u n t  a t  t h e  

l o w e s t  r a t e  o f  i n t e r e s t  p r o v i d e d  b y  t h e  b a n k  f o r  a n  i n t e r e s t - b e a r i n g  

c h e c k i n g  a c c o u n t  i n  t h a t  b a n k . "

P a g e  1, l i n e  9, d e l e t e  " *  S e c t i o n  1 . "  a n d  i n s e r t  " *  S e c .  2 . "

R e n umber re maining bill sections accordingly.
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B a n n i s t e r

O f f e r e d  i n  t h e  H O U S E  B y  C l o c k s i n

T o :  P R O P O S E D  C S H B  2 1 7 ( J u d )

P a g e  2, l i n e  2 4  t h r o u g h  l i n e  2 8  d e l e t e  a l l  m a t e r i a l  a n d  i n s e r t :

" *  S e c .  6. A S  4 5 . 4 5 . 0 1 0 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  N o  i n t e r e s t  m a y  b e  c h a r g e d  b y  e x p r e s s  a g r e e m e n t  o f  t h e  

p a r t i e s  i n  a  c o n t r a c t  o r  l o a n  c o m m i t m e n t  w h i c h  i s  m o r e  t h a n  s i x  a n d  

o n e - h a l f  [ F I V E ]  p e r c e n t a g e  p o i n t s  a b o v e  t h e  a n n u a l  r a t a  c h a r g e d  m e m b e r  

b a n k s  f o r  a d v a n c e s  b y  t h e  1 2 t h  F e d e r a l  R e s e r v e  D i s t r i c t  o n  t h e  d a y  o n  

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  i s  m a d e .  A  c o n t r a c t  o r  l o a n
4

c o m m i t m e n t  i n  w h i c h  t h e  p r i n c i p a l  a m o u n t  e x c e e d s  $ 2 5 , 0 0 0  i s  e x e m p t  

f r o m  t h e  l i m i t a t i o n  o f  t h i s  s u b s e c t i o n .

P a g e  2,  f o l l o w i n g  l i n e  2 8 ,  i n s e r t  t h e  f o l l o w i n g  n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c .  7. M  4 5 . 4 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e r t i o n  t o  r e a d :

S e c .  4 5 . 4 5 . 0 1 5 .  E L E C T I O N  T O  O V E R R I D E  F E D E R A L  P R E E M P T I O N .  I n  

a c c o r d a n c e  w i t h  s e c t i o n  5 2 5  o f  P u b l i c  L a w  9 6 - 2 2 1 ,  t h e  s t a t e  d e c l a r e s  

t h a t  i t  d o e s  n o t  w a n t  t h e  a m e n d m e n t s  t o  t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  

A c t ,  t h e  N a t i o n a l  H o u s i n g  A c t ,  a n d  t h e  F e d e r a l  C r e d i t  U n i o n  A c t  m a d e  

b y  s e c t i o n s  5 2 1  t o  5 2 3  o f  P . L .  9 6 - 2 2 1  p r e s c r i b i n g  i n t e r e s t  r a t e s  a n d  

p r e e m p t i n g  s t a t e  i n t e r e s t  r a t e s  t o  a p p l y  i n  t h i s  s t a t e . "

P a g e  2, l i n e  2 9 ,  d e l e t e  a l l  m a t e r i a l .

A M E N D M E N T / 6
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B e r r i e r / B a n n i s t e r

A M E N D M E N T  # 6

O f f e r e d  i n  t h e  H O U S E  E v  C l o c k s i n

T o :  P R O P O S E D  C S H B  2 1 7 ( J u d )

P a g e  2, l i n e  2 4  t h r o u g h  l i n e  2 8  d e l e t e  a l l  m a t e r i a l  a n d  i n s e r t :

" *  S e c .  6. A S  4 5 . 4 5 . 0 1 0 ( b )  i s  a m e n d e d  t o  r e a d :

(b ) N o  i n t e r e s t  m a y  b e  c h a r g e d  b y  e x p r e s s  a g r e e m e n t  o f  t h e  

p a r t i e s  i n  a  c o n t r a c t  o r  l o a n  c o m m i t m e n t  w h i c h  f o r  l o a n s  u n d e r  $ 1 0 , 0 0 0  

i s  m o r e  t h a n  s i x  a n d  o n e - h a l f  [ F I V E ]  p e r c e n t a g e  p o i n t s  a n d  f o r  l o a n s  

o v e r  $ 1 0 , 0 0 0  a n d  n o t  m o r e  t h a n  $ 2 5 , 0 0 0  i s  m o r e  t h a n  10 p e r c e n t a g e  

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

1 2 t h  F e d e r a l  R e s e r v e  D i s t r i c t  o n  t h e  d a y  o n  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  i s  m a d e .  A  c o n t r a c t  o r  l o a n  c o m m i t m e n t  i n  w h i c h  t h e  p r i n ­

c i p a l  a m o u n t  e x c e e d s  $ 2 5 , 0 0 0  i s  e x e m p t  f r o m  t h e  l i m i t a t i o n  o f  t h i s  

s u b s e c t i o n  "

P a g e  2, f o l l o w i n g  l i n e  2 8 ,  i n s e r t  t h e  f o l l o w i n g  n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c .  7. A S  4 5 . 4 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  4 5 . 4 5 . 0 1 5 .  E L E C T I O N  T O  O V E R R I D E  F E D E R A L  P R E E M P T I O N .  I n  

a c c o r d a n c e  w i t h  s e c t i o n  5 2 5  o f  P u b l i c  L a w  9 6 - 2 2 1 ,  t h e  s t a t e  d e c l a r e s  

t h a t  i t  d o e s  n o t  w a n t  t h e  a m e n d m e n t s  t o  t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  

A c t ,  t h e  N a t i o n a l  H o u s i n g  A c t ,  a n d  t h e  F e d e r a l  C r e d i t  U n i o n  A c t  m a d e  

b y  s e c t i o n s  5 2 1  t o  5 2 3  o f  P . L .  9 6 - 2 2 1  p r e s c r i b i n g  i n t e r e s t  r a t e s  a n d  

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

t h i s  s t a t e . "
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P a g e  2, l i n e  2 9 ,  d e l e t e  a l l  m a t e r i a l .
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B a n n i s t e r^

A M E N D M E N T

O f f e r e d  ir> t h e  H O U S E  B y  C l o c k s i n

T O :  C S H B  2 1 7  ( L o a n s )

P a g e  1, f o l l o w i n g  l i n e  8, i n s e r t  a  n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c t i o n  1. A S  0 6 . 2 0 . 2 3 0  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

S e c .  0 6 . 2 0 . 2 3 0 .  M A X I M U M  I N T E R E S T  P E R M I T T E D .  ( a )  A  l i ­

c e n s e e  m a y  l e n d  $ 2 5 , 0 0 0  o r  l e s s  a n d  m a y  c h a r g e ,  c o n t r a c t  f o r ,  a n d

r e c e i v e  o n  t h e  l o a n  i n t e r e s t  a t  a m o n t h l y  r a t e  o f

(1) t w o  p e r c e n t  o r  l e s s  o n  a n  u n p a i d  p r i n c i p a l  b a l a n c e  

o f  $ 5 0 0  o r  l e s s ;

(2) o n e  a n d  o n e - h a l f  p e r c e n t  o r  l e s s  o n  a n  u n p a i d  

p r i n c i p a l  b a l a n c e  o f  m o r e  t h a n  $ 5 0 0  b u t  l e s s  t h a n  $ 5 , 0 0 0 ;  a n d

(3) o n  a n  u n p a i d  b a l a n c e  o f  m o r e  t h a n  $ 5 , 0 0 0  b u t  l e s s  

t h a n  $ 2 5 , 0 0 0 ,  t h e  l o w e r  o f

(A) o n e  a n d  o n e - h a l f  p e r c e n t ;  o r

(B) s i x  a n d  o n e - h a l f  p e r c e n t a g e  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  c h a r g e d  b a n k s  o n  9 0 - d a y  

c o m m e r c i a l  p a p e r  f o r  a d v a n c e s  b y  t h e  1 2 t h  F e d e r a l  R e s e r v e  

D i s t r i c t  o n  t h e  f i r s t  d a y  o f  t h e  m o n t h  b e f o r e  t h e  c a l e n d a r  

q u a r t e r  w h e n  t h e  l o a n  i s  m a d e .

(b) A  l i c e n s e e  w h o  m a k e s  o p e n - e n d  l o a n s  u n d e r  t h i s  c h a p t e r  

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

o u t  i n  (a) o f  t h i s  s e c t i o n . "

P a g e  1, l i n e  9, d e l e t e  " *  S e c t i o n  1 . "  a n d  i n s e r t  " *  S e c .  2 . "
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R e n u m b e r  s u c c e e d i n g  b i l l  s e c t i o n s  a c c o r d i n g l y .
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/
Original Sponsors: runcan, Pearce,

R i n g s t a d and Bo'jcher

IN THE HOUSE

BY THE H OUSE SPECIAL 

C OM MIT TEE  ON STATE L OA NS

CS FOR HOUSE BILL NO. 217 (Loans)

IN THE LE GIS LAT URE  OF THE  STATE OF ALA SK A

FO URT EE NT H  LEGI SLA TUR E - F I R S T  SESSION

A BILL

For an Act entitled: "An Ac t rel a t i ng  to i nterest rates; and pr oviding for

an e f f ecti ve date."

BE IT E N ACT ED BY THE L E G I SLAT URE  OF THE STATE OF ALASKA:

*S ect ion  1. AS 0 6. 20 .32 0(a ) is amended to read:

(a) A licensee or lender who, in the m a k i n g  or c ol lec tio n of a loan 

contract, does not act that [WHICH] violates A S  06 . 2 0 . 2 3 0  - 0 6 . 20.260 or 

06 . 2 0 . 2 8 0  - 0 6 . 20 .3 10  shall at the option of the com mi ss i o n er  reimburse 

the portion of the interest and charg es in exce ss of that provided in

those sections, or, in the case of r epe a t t d  v iola tio ns of those sections

by the licensee, the  c o m mi ss i o n e r  may, upon a hearing, r eq uir e the 

licensee to adjust the loan co nt ra c t  in terest or other charges down to

10.5 percent a y e a r  [THE C ONT RAC T IN TEREST L I M IT A T I O N  S P E CIFI ED IN AS 

45.4 5.0 10( a)] .

* Sec. 2. AS 06.4 0.1 60( a) is amended to read:

(a) A lender who, in the ma k i n g  of any contract, loan or prem ium  

fi n a n ce  a greement or th e c oll ect ion  of interest or charges, does any act 

that [WHICH] violates A S  06.40.010, 06.40.020, 06.40.090, or 0 6. 40 . 1 1 0 - 

0 6. 4 0 . 1 3 0  shall at the option of the c o m m i s s i o n e r  r ei mb urs e that portion 

of the interest and charges in excess of that pr ovi ded  in those sections, 

or, in the case of r epe ate d v iolations of t hos e sections by the lender, 

the lender shall adjust the contract, loan, o r p r e mi um  f ina nce  agreement 

interest and o the r charg es down to 10.5 p e rce nt a year [THE CONTRACT 

INTERE ST L IM ITA TIO N SPECI FIE D IN A S  45. 45. 010 (a) ].

* Sec. 3. AS  0 6 . 4 5 . 0 6 0 ( 6 ) ( A )( vi ) is amended to read:

(vi) the rate of interest m a y  not exceed the rate s p e c i f ie d 

by AS  45 .45.010(b);



* Sec. 4. AS 4 5 . 10. 120 (c)  is re pe a l e d  and r e e n a c t ed  to read:

(c) A seller or ho lde r of a retail c h a r g e  agreement, revolving 

ch arg e a g re eme nt or o th er retail ch a r g e a g re eme nt ma y charge, receiv e and 

collect; a s e rvi ce cha rge  at a ra t e  cf 1.5 p erc ent  a m o n t h  computed on the  

o u t s t a n d in g b a l a nc e fro m  mo nth  to month. If the s erv ice  charge so c o m­

puted is less than $1 for a ny  month, then the s e rvic e charge is $1. The 

serv ice  cha rg e m a y  be com puted on a s che du le  of fixed amounts if as so 

co mpu ted  it is applied to all amounts o f o u t s t a n d i n g  balances equal to the

fixeu amou nt m inus  a differential of not mo re  than  $5 provided that it is

also applie d to all amount:- of o u t st a n d i n g  b a la n c e s  equal to the fixed 

amount plus at east the same differential

* Sec. 5. AS  4 5 .45 .01 0(b ) is rep ea le d  and r e e n a c te d to read:

(b) Parties to a contr act  or loan c o m m i t m e n t  ma y charge by express 

agre eme nt a rat e of i nterest that does not exc ee d 24 percent a year. A 

co ntr act  or loan co mmi tm en t  in w h i c h  the principal amount exceeds $2 5,000 

is exe mpt  f r o m  the  limitation of this s ubsection.

* Sec. 6. AS  44.33.0 20( 11)  is repealed.

* Sec. 7. This Act takes eff ect  July 1, 1985.
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Since 1980 banks in  New Y o rk have in c re a s e d cha rg e s to b a n k in g  cu s tom e rs 

b y h und re d s o f m illio n s o f d o lla rs and have e f fe c t iv e ly  w ith d ra w n  e sse n tia l b a n k in g  

se rv ice s from  many New Y o rk e rs . The b a n k s a re c le a r ly  se e k in g to augm en t 

p ro f i t s  and to co ve r losses on fo re ig n  loans b y  ta k in g  ad va n ta g e o f th e c a p t iv e  New 

Y o rk b a n k in g p u b l ic .

B a n k in g s e rv ic e s in  New Y o rk , vzhich in  o u r s o c ie ty a re a n e c e s s ity , have 

deve lo ped in to  a tw o - t ie r sy s tem , w ith  sw ee te ne rs and in d u cem en ts to th e la rg e  

d e p o s ito r and re d u c e d s e rv ic e s g ru d g in g ly  g iv e n  to th e mass o f ba n k u s e rs .

B a n k in g cu s tom e rs need to be p ro te c te d  from  u n c o n tro l le d  fee cha rg e s w h ich

th re a te n to p r ic e  b a n k in g  se rv ic e s o u t o f th e re a ch o f many New Y o rk e rs and w h ich

a re p a r t ic u la r ly  one rou s fo r the w o rk in g  p o o r and e ld e r ly  l iv in g  on lim ite d  f ix e d

'ncomes. The S ta te sh o u ld n o t a llow it s  c it iz e n s  to have to "p a y  th e p ip e r " fo r

a d ve n tu ro u s and r is k y  fo re ig n  loans made b y  b a n k s . A new sys tem  o f re g u la t io n

to in s u re  fa irn e s s in  b a n k in g  is r e q u ir e d .
»

I t  is tim e th a t we tre a t b a n k in g as a fo rm  o f u t i l i t y  as e sse n tia l in  o u r m ode rn 

so c ie ty as te lephone s e rv ic e  o r gas and e le c t r i c i t y . J u s t as th e S ta te m ust in s u re  

the a v a ila b i l i ty  o f u t i l i t y  se rv ic e s to a ll i t s  c it iz e n s , so i t  m us t in s u re  th a t b a n k in g  

be a va ila b le a t reasonab le ra te s c o n s is te n t w ith  a fa i r  r e tu r n  to the ban ks and w ith  

a reasonab le c o r re la t io n  be tw een se rv ic e s and co s ts .

T h is re p o r t d e ta ils  how cha rge s fo r b a n k in g  s e rv ic e s have esca la te d , fa r 

o u tp a c in g in f la t io n  o r th e cos t o f a c tu a lly  p ro v id in g  b a r k  s e rv ic e s .

E s s e n t ia lly , b a n ks have in c re a sed th e ir p r o f i t s  b y :

- t r i p l i n g  and q u a d ru p l in g  the ch a rg e s ro r m a in ta in in g  ch e c k in g  a cco u n ts ;

- impos ing fo r th e f i r s t  time fees fo r c e r ta in  sa v in g s a c c o u n ts ;

- impos ing fo r th e f i r s t  time on th e sm a ll and m ode ra te b a n k in g  cus tom e r a 

cha rg e fo r e v e ry  au tom a tic te l le r mach ine w ith d ra w a l;
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- d o u b l in g , t r i p l i n g  and q u a d ru p l in g  fees fo r che ck c e r t i f ic a t io n  and fo r 

money o rd e rs , s to p paym en t o rd e rs and small sa fe d e p o s it b o xe s ;

- c h a rg in g  un re asonab ly h igh in te re s t ra te s as d e ta ile d in  my M arch 1983 

re p o r t , " D e re g u la t io n  o f Consum er L e nd in g in  New Y o rk : The Rates Went Up B u t

N e ve r Came B a ck D ow n " ;

m a in ta in in g b i l l >ns o f do l la rs o f " f lo a t s " b y  fa il in g  to tim e ly c re d it 

cu s tom e rs w ith  monies co lle c te d on checks th e y have de po s ite d fa s e xp la in e d and 

docum en ted in  a re p o r t I is sued one ye a r a g o ) .

- In  a d d it io n  au tom a ted b a n k in g , w h ic h was to have been a conven ience to 

cu s tom e rs b y  e n a b lin g them to c a r r y  o u t c e r ta in  b a n k in g  tra n s a c tio n s in  o f f - h o u r s , 

is  now b e in g m anda ted upon a ll b u t th e a f f lu e n t cu s tom e r even d u r in g  re g u la r 

b a n k in g  h o u rs b y  C it ib a n k . H u n d re d s o f th ou sa n d s o f cus tom e rs a re th u s b e in g 

re le g a te d to second ra te  se rv ic e .

C le a r ly , New Y o rk banks co n s id e r th e ave ra ge cu s tom e r is th e re  to p r o f i t on 

b u t n o t to s e rv ic e . To beg in m ean in g fu l p ro te c t io n  fo r New Y o rk b a n k in g 

cu s tom e rs , I am p ro p o s in g le g is la t io n ( e x p la in e d la te r in  th is  re p o r t ) to :

1. R e q u ire  advance d is c lo su re and p rom in e n t p o s t in g  o f a ll b a nk se rv ic e 

and fee change s ;

2 . Em power th e B a n k in g D epa rtm en t to d is a llo w  excess ive fees and ch a rg e s ;

3 . R e q u ire  a u d its b y  the B a n k in g D epa rtm e n t to de te rm in e the amount 

b a n k s a re m ak ing from  New Y o rk 's  b a n k in g  consum ers and w h e th e r 

u n re a s o n a b ly h ig h  fees a re b e in g ch a rg e d to make up fo r im p ru d e n t 

loans - p a r t ic u la r ly  fo re ig n  lo a n s .

M y s ta f f has con d u c te d s u rv e y s o f th e p r ic in g  h is to r y  o f a w ide range o f bas ic 

b a n k in g  s e rv ic e s , the re s u lt o f w h ich a re se t fo r th  be low .
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/  7. Personal c h e c k i n g  accounts, w h ich rem a in th e most common fo rm  o f

b a n k in g  a ccoun t have been made in c re a s in g ly  more ex p e n s iv e th ro u g h  la rg e  fee 

h ik e s . These in c re a se s range from  a d o u b lin g  o f th e m o n th ly m a in tenance cha rg e s 

a t Chase M anha tta n and Chem ica l B ank w ith in  a one y e a r p e r io d  to a more th an 

d o u b lin g  o f th e m in im um ba lance re q u ire d  fo r fre e  ch e c k in g  a t B a n ke rs T ru s t and 

B an k o f N o r th  Am e ric a . I t  is to be n o te d th a t when "m in im um  d a ily  ba la n ce " is 

re q u ir e d , th e e n t ir e  m on th ly , ?e is  im posed even i f  th e ba lance fa lls  be low the 

m in im um fo r ju s t one d a y . The re s u lts  o f a M a rc h , 1983 s u r v e b y  my o ffic e  show :

In 1981 M an u fa c tu re rs Hanove r T r u s t  char g e d  $1.25 a m u n t h  if the 

m i n i m u m  d a i l y  checking account b a l a n c e  fell be l o w  $500. In early 1982 

this fee was  raised to $3.00, and in late 1982 to $4.00.

T h e  m o n t h l y  ch e cking account m a i n t e n a n c e  fee at Chase Manha ttan is 
$6 unless at least S500 is m a in t a i n e d  on account. Before September 1,

1982 the fee was $4.00, and'prior to J u l y  1982 it was $3.00.

B anke rs T r u s t  requires an $800 m i n i m u m  daily ba l a n c e  to q u a l i f y  for 
free checking. If the balance falls to $500 the fee is $5.00, and if 

it falls b e l o w  $500 the fee is $8.00. Prior to Fe b r u a r y  1982 Bankers 

Trust did not nave a mini m u m  b a l a nc e  require m e n t  and the o n l y  fee was 

a c harge of 15 cents per check.

At the end of 1979 Chemical Bank o f f e r e d  "Special C h e c k i ng "  with a 

$1.25 m o n t h l y  fee and 15 cent a _heck charge. Th e  per check charge 

was raised to 20 cents by the end of 1980. And by the end of 1982 the 

per c he c k  charge stood at 25 cents and the m o n t h l y  fee at $2.00.

C h e mical n o w  charges a straight $5.00 a month and if m ore than $5.00 

w o r t h  of checks (at 25 cents a c h e c k ) - a r e  w r it t e n  the additional fee 

is 25 cents a check.

Chemical Bank also provides a b a l a n c e  p la n  with a $6.00 m o n t h l y  fee if 

the b a l a n c e  falls bexow $200, a $4.00 fee for balances that stay 

betw e e n  $200 and $499, and free c h e c k i n g  for balances grea t e r  than 

$500. T h e  fees were somewhat lower at the end of 1981: $4.00 for 

under $200, $3.00 for $200 to S299, $1.00 for $400 to $499 and free 

over $500.

C i t ib a n k c h a r g e d  $1.25 a month fee and 20 cents a c heck for the b asic 

c h e c ki n g  account between Sep t e m b e r  1979 and Octo b e r  1980. It was then 

raised to a $2.50 mont h l y  fee and a 25 cent a c heck charge, and in 

Octo b e r  1981 the monthly fee was r a i s e d  again, to $4.00.
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In O c t o b e r  1979 C it ibank offered a balance plan p r o v i d i n g  free 

checking if m ore than S900 was kept on account, $2.00 if $500 to $899 

was kept on account, and $4.00 if up to $500 was maintained. In e arly 

19S1 these charges wer e  raised so that free ch e c k i n g  is p r o v i d e d  o n l y  

to those customers w i t h  at least $1,500 in c o m b i n e d  c h e c k i n g  and 

savings accounts. $2.00 is charged for those wi t h  $900 to $1,500 in 

their checking accounts, and S4.00 is charged for e v e r y o ne  else.

However, C i t i b a n k  at this time also imposed an addi ti o n a l  25 cent per. 

check charge for b a la n c e s  under $500, and also star t e d  i m p o s i n g a 25 

cents charge for each "Citicash" m a c h i n e  w i t hd r a w a l  whe n  the acco u n t  

was b eiow $500.

In Janu a r y  1982 C i t i b a n k  stopped p r o v i d i n g c h ec k i n g  account b a l­

ances ove r  the phone.

Nationa l Bank o f N o r th Amer ica offers a c h e c k i n g account w i t h  a 

$5.00 m o n t h l y  fee if the minimum b a l a n c e  falls b elow $500. P r i o r  to 

S e p tember of 1982 the m i n i m u m  b a l a n c e  requir em e n t  wa s  $200. T h e  bank  

also offers an account, charging a m o n t h l y  fee of $2.25 and 25 cents 

for each check regardler*" of balance. This was i n creased in M a y  of 

1982 from $1.25 and 20 cents a check-.

At Repub l ic Na tiona l Bank $500 must be ma i n t a i n e d  e v e r y  d a y  to avoid 

a $1.00 m a i n t e n a n c e  fee and a 25 cent a check charge. This was raised 

from a $400 m i n i m u m  b a l a n c e  in June of 1981. In Jun e  of 1980 R e p u b l i c  

charged only 75 cen.s a m onth and 15 cents a c heck for failure to keep 

the mini m u m  $400 d a i l y  balance.

I r v i n g  T r u s t  charges $6.00 a month unless at least $500 is ma.ji- 

tained in the c h e c k i n g  account. If $500 to $1,000 is on acco u n t  tie 

fee is $4.00. It is o n l y  $3.00 if $1,000 to $2,000 is kept. It is 

free only if at least $2,000 is k e p t  in c o m bined accounts. Before 

June of 1982 o n l y  $900 h a d  to be on acco u n t  to get free checking, and

the $2.00 was c h a r g e d  for balances b e t w e e n  $500 and $899. $3.00 was

charged for b a l a n c e s  of $300 to $499, and S500 was c h a r g e d  for

balances u n d er  $300.

F o r a b a n k , th e in c re a se s in ch e c k in g  a ccoun t ch a rg e s can mean m illio n s o f 

d o llc rs  a ye a r in  e x t ra  incom e . M a n u fa c tu re rs H ano ve r T r u s t , f o r  exam p le , had 

o ve r $9 b il l io n  in  dom es tic demand depo s its in  1981. I f  o n ly  $3 b il l io n  o f th is  was in  

n o n - in te re s t b e a r in g  ch e c k in g  a cco u n ts , th a t w ou ld mean th e b a n k had n e a r ly  one 

m illio n ch e c k in g a c co u n ts , a c co rd in g to th e F ede ra l R ese rve f ig u re s  c o n c e rn in g the 

ave rage size o f ch e c k in g  a cco u n ts .

One in  th re e  New Y o rk  C ity  househo ld s has a C it ic a rd  w h ic h is used fo r the 

au tom a tic te l le r m ach ine tra n s a c t io n s on ba s ic pe rso n a l ch e c k in g  a c c o u n ts . A t the 

end o f 1982 C it ib a n k had o v e r $7 b il l io n  in  dom es tic ch e c k in g  a c c o u n ts . O ve r 200
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l io n  tra n sa c tio n s have been made on the "C it ic a s h " mach ines s in ce th e ir a d v e n t a 

few  yea rs ago . most o f w h ich w e re w ith d ra w a ls fo r w h ich C it ib a n k  now cha rg e s 25 

cen ts i f  the ba lance is u n d e r $500. I f  o n ly 20 m illio n w ith d ra w a ls a re made each 

y e a r in w h ich the fee is c h a rg e d , th e added income to C it ib a n k is $5 m ill io n .

O n ly one ba n k has h e ld th e tin e on pe rso n a l ch e c k in g  a cco u n ts . Amalgamated 

B a n k , owned and ope ra te d b y  th e Amalgam ated C lo th in g  and T e x t ile  W o rke rs U n ion 

re q u ire s  a m in im um d a ily  ba lance o f $100 to a vo id a $1 a m on th fe e .

T h a t these in c reases h u r t h u n d re d s o f th ou sa n d s o f small cu s tom e rs is shown 

in  s ta t is t ic s  co n ta in e d in th e "F u n c t io n a l Cost A n a ly s is " , a p u b lic a t io n  o f the 

F ede ra l R ese rve B oa rd based on da ta fu rn is h e d  b y  614 p a r t ic ip a t in g  banks a ro u n d 

the c o u n t r y . F o r banks w ith  d e po s its o f more th a n $200 m ill io n , 93% o f the 

pe rso n a l ch e ck ,n g accoun ts in  1981 had ba lances o f less th an $5 ,000 . 16.9% w e re in

the $509 to $1 ,000 ra n g e w he re cu s tom e rs a re q u ite  l ik e ly  to le t th e ir accoun ts fa l l 

be low a m in im um d a ily  [ o r  even ave ra ge m o n th ly ) ba lance o f $500. 10.62% c(

c h e c k in g accoun ts have ba lances o f $200 to $500, whose d e p o s ito rs w il l a lm ost 

a lw ays pa y the in c re a sed c h e c k in g  fe e s .

The u pw a rd p r ic in g  s p ira l o f ch a rg e s fo r p e rso n a l ch e c k in g accoun ts is lik e ly  

to c o n tin u e , in  s p ite  o f la s t y e a r 's  low in f la t io n  ra te . The 1982 e d it io n  o f the 

S h e sh u n o ff n a tio n a l s u r v e y , "P r ic in g  Bank S e rv ic e s and Loans " asked New Y o rk 

S ta te b an ks th e q u e s tio n : "A re  you p la n n in g  to in c re a se se rv ic e  ch a rg e s on

pe rso n a l c h e c k in g accoun ts in  the n e x t tw e lv e m on ths? " A lm o .'t h a lf those 

a n sw e r in g adm itte d th e y w o u ld . The ave rage e xp e c te d in c re a se is 25%. ' [M an y o f 

the b an ks s u rv e y e d  d id  n o t ansv /e r th is  p a r t ic u la r q u e s tio n a t a l l . )  R e ga rd in g la s t 

y e a r 's  in c re a s e s , 24% o f b a n k s s u rv e y e d  n a tio n a lly  sa id th e y th o u g h t the fees 

sh o u ld have gone even h ig h e r .

Shesh jn o f f 's  V ice P re s id e n t , R o b e rt W a lte rs , qu o te d in the F e b ru a ry  25, 1982 

Wall S t re e t Jou rna l commented : "H ig h e r fees a re done s im p ly w ith  the s tro k e  o f a 

pe n . I t 's  an easy way to c o v e r cos ts and boos t y o u r r e tu r n  on a s s e ts ." A lan 

S h e sh u n o ff to ld  my s ta f f th a t b a n k s in  b ig g e r c it ie s  a re most l ik e ly  to in c re a se fees 

because o f the " im p e rs o n a lity  f a c t o r . . .  No one w il l lo o k them in  th e fa c e ."



2. Even the N O W  (5.25% interest with c h e c k i n g )  a c c o u n t s  a re no t immune 

from  p ric e in c re a se s . Chem ica l B a n k , fo r in s ta n c e , re q u ire s  $3,000 to be ke p t on 

accoun t in o rd e r to avo id a $6 .00 a m on th fee and a 20 ce n t p e r ch e ck c h a rg e . One 

ye a r ago Chem ica l cha rg e d <4.00 fo r ba lances be tween $2,000 and S3,000 and S6 .00 

o n ly i f  the ba lance d ip p e d u n d e r $2 ,0 00 . M a n u fa c tu re rs H ano ve r re q u ire s  a t le a s t 

$1,000 to be k e p t in  the NOW accoun t to avo id the $6.00 a m on th c h a rg e . T h is was 

ra is e d from  $5 .00 la s t y e a r . A t Chase M anha ttan the fees ra n g e from  SU.00 to 

$8 .00 on ba lances o f less th an $3 ,000 , ra is e d from  $2 .50 to $5 .00 s ix  m on ths ago . 

P r io r to May 20, 1982 M a rine M id la n d had the low es t re q u ire d  ba la n ce , ' '00 , to 

avo id a $5 .00 m o n th ly ch a rg e . Now a t le a s t $1,000 m us t be m a in ta in e d . A t 

N a tio na l B ank o f N o r th  Am erica th e cu s tom e r loses t iie  e n t i r e  in te re s t up to $4.37 

fo r ba lances th a t go u n d e r $1 ,000 , and fo r ba lances o f less th an $500 a $4 .00 

m on th ly s e rv ic e  ch a rg e is added . On A p r i l 27, 1983 th e  m in im um ba lance w il l be 

ra is e d to $1,500 and th e se rv ic e  ch a rg e to $7 .00 .

3 . Commercia l and t h r i f t  in s t i tu t io n s  have re c e n t ly  be gu n im pos in g fees fo r 

s avin g s  a cc o u n t s  th a t fa l l be low sp e c if ie d  ba la n ce s . O fte n the re s u l t is th a t sm a lle r 

d e p o s ito rs ' a ccoun ts a re e roded to ze ro . The M arch s u rv e y  b y  my o ff ic e  fo u n d 

these po lic ie s in  e f fe c t :

C hemical B a n k  started imposing a $3.00 monthly serv ic e  charge on 

balances that fall below $400 in O c t o b e r  of 1-982. If "excessive"

(that is more than three) w i t h d r a w a l s  are made a m o n t h  from such an 

account, $1.00 is charged for each withdrawal.

Starting in March of 1982 C it ibank began charging $1.50 a m onth as 

well as elimin a t i ng  the interest on "Ciiicard S a v ings" accounts that 

fall b el o w  $500. Previously, customers ha d  to k eep $100 to a void a 75 

cent charge.

If the bala n c e  during the m o n t h  falls b el o w  S250 at C h a s e  M a n h a t t a n ,  

the b a n k  w . '1 not pa y  interest for that month and w i l l  also charge a 

$2.00 fee. Prior to July 1982 C h a s e  charged 50 cents a m onth on 

savings accounts that fell b el o w  $100. Before that there w e r e  no 

charges at all.

Before Octob e r  1, 1982 D i m e  S a v i n g s  B a n k  did not impose charges on 

savings accounts. Thereafter, D ime s tar t e d  c h arging $1.00 a m on t h  for 

accounts that go b elow $500, and 50 cents a w i t h d r a w a l  on accounts of 

less than $250. Fo r  these smaller accounts Dime also charges 50 cents 

to cash a check.
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Banke rs T r u s t requires a minim :m S200 b a l a n c e  to earn interest. If 

less than S500 is on account and more than three w ithdrawals are made 

in a quarter, SI.00 is charged for each additional withdrawal. This 

policy has been in effect for the past one and a hal f  years, p rior to 

which there were no charges.

At A n ch o r Sav ings Bank a mini m u m  b a l a n c e  of $100 t ust be m a i nt a i n e d  

to avoid a $1.00 m on t h l y  fee, b e g inning D e c e m b e r  1, : >82. Interest is 

lost if the bala n c e  falls b elow $30.

At Marine M id land a $2.00 service fee was imposed on accounts of less 

than $200 b e g in n i n g  in late.1981. After iive w ithdrawals, 50 cents is 

charged few. 'each withdrawal no matter w hat the bala n c e  is.

T he re a re a sma ll h a n d fu l o f banks w h ich s t i l l o n ly d e n y in te re s t on the 

sm a lle r a c co u n ts , so th a t a $99 accoun t e a rn in g  5i% , fo r exam p le , w ou ld lose $5 .00 

a y e a r in  in te re s t . A t some banks in te re s t is s t i l l p a id b u t a passbook 

"m a in te n ance " c h a rg e is im posed vshich o fte n  exceeds th e annua l in te re s t on the 

a c co u n t. B u t many banks now b o th  deny in te re s t and ch a rg e a fe e . A t C it ib a n k , 

w h ich does b o th , th e cos t to the cus tom e r can be s u b s ta n t ia l . I f  th e ba lance s ta y s 

a t $300 a ll y e a r , b y  y e a r 's  end C it ib a n k w il l ha^e co lle c te d $18 in  fees as w e ll as 

avo id ed p a y in g  $15 in  in te re s t , fo r a to ta l co s t to th e cu s tom e r o f $33, more th an 

10% o f the va lue o f th e a cco u n t.

In  1981 C it ib a n k had $1 .9 b il l io n  in dom es tic s a v in g s accoun ts w h ich ea rned an 

ave rage ra te  o f 5.01%. The Fede ra l R ese rve re p o r ts  th a t th e ave rage s ize o f a 

re g u la r sa v in g s accoun t in  la rg e r banks in  1981 was $1 ,999 . T h is w ou ld mean th a t 

C it ib a n k has o ve r one m illio n re g u la r s a v in g s a c co u n ts . I f  o n ly  300,000 c f these 

accoun ts a re assessed $30 a ye a r in lo s t in te r e s t and fe e s , to ta l new income to 

C it ib a n k , from  th is  so u rce a lone , comes to $9 m ill io n .

The Fede ra l R e se rve 's "F u n c t io n a l Cost A n a ly s is " c ite d  above re p o r ts  th a t in  

1981 21.2% o f sa v in g s accoun ts in  banks w ith  more th a n $200 m i.lio n in  depos its had 

ba lances o f $100 to $500. I t  is these a c co u n ts , re p re s e n t in g  s a v in g s o f thou sands 

o f w o rk in g  in d iv id u a ls  th a t a re b e in g h it h a rd  b y th e new sa v in g s accoun t ch a rg e s .

B a n k in g in d u s t r y  re p re s e n ta t iv e s s ta te th a t th e new sa v in g s a ccoun t fees a re 

needed to d is co u ra g e the v e ry  sma ll a cco u n ts w ith  o n ly  a few  d o lla rs , many o f 

w h ich a re fo rg o t te n  b y  the i, ow ne rs . B an ks do n o t f in d  i t  p ro f i ta b le  to m a in ta in



w ith  o n ly  <30 o r $90. The F ede ra l R e se rv e 's 1981 s ta t is t ic s  show the 

banke rs do have a p o in t s in ce 94.9% o f sa v in g s acco u n ts had ba lances o f less th an 

$100 b u t made up o n ly .6% o f s a v in g s vo lum e . H ow e ve r, th e banks have no t lim ite d  

th e ir new fees to these sm a lles t a c co u n ts . O n ly a few  b a n k s in New Y o rk  such as 

A n ch o r S av in gs B an k have ta rg e te d  o n ly th e u n d e r $30 a cco u n ts .

In  a n y e v e n t, the goal o f e lim in a tin g  t l >e small "n u is a n c e " accoun ts is b e in g 

la rg e ly  a ccom p lis h e d . The A p r i l , 6 , 1933 Wall S t re e t Jo u rn a l re p o r ts  th a t when 

Chem ica l B an k f i r s t  s ta r te d  c h a rg in g  on s a v in g s a cco u n ts w ith  ba lances u n d e r 

$900, "be tw een 80 ,000 and 100,000 a ccoun ts w e re c lo se d " and th a t most o f these 

were co n so lid a te d w ith  o th e r a cco u n ts . Y e t much th e same goal co u ld have been 

accom p lished w ith  cha rges re s t r ic te d  to accoun ts o f le ss th a n $100 w ith o u t h u r t in g  

th e many le g itim a te  d e po s ito rs w ith  $300 ba la n ce s .

9 . The fees banks a re c h a rg in g  fo r money o rd e r s  have been in c re a se d 

d ram a tic a lly in  th e pas t tw o y e a rs . M oney o rd e rs  a re commonly used b y  p o o re r

peop le who do n o t have b a n k accoun ts to p a y th e i r re n t and u t i l i t y  b i l ls . M y M arch

1983 s u rv e y  fo u n d :

Chem ical Bank charged 50 cents in 1980, increased the fee to 75 cents 
in 1982 and in 1982 d o u b l e d  that fee to $1.50.

C it ib a n k charged 50 cents in 1980, 75 cents in 1981, and raised it

again to $1.25 in February 1983.

Amer ican Sav ings Bank last yea r  raised the fee from 50 cents to 

$1.00.

Marine M id land charges $1.50 for a m o n e y  order, raised nine mo n t hs  

ago from 90 cents.

Six months ago Banke rs T r u s t  raised the fee from 75 cents to $1.25.

D ry  Dock Sav ings charges d e positors $1.50, raised from SI.00 last 

year. Non-depositors are charged $2.00, up from $1.75.

Amalgamated Bank still charges onl y 50 cents.

5. Some o f th e b ig g e s t in c re a se s a re fo r su ch s e rv ic e s as safe d e p o s i t boxes , 

c e r t i f i c a t io n  o f ch e c k s , and stop pa ym en t o rd e rs on c h e c k s . Chem ica l B ank 

cha rg e s $9 .00 fo r check c e r t i f ic a t io n , u p from  $2 .50 in  A u g u s t 1982. Chase
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Manhattan ra ised the c e r t i f ic a t io n  fee from  $3.00 to $4 .0 0 in  June o f 1982. A t 

M arine M id land th e f<.e is $5.00 up from  $4.00 in  A u g u s t 1982. O n ly Amalgam ated 

Bank does no t ch a rg e fo r check c e r t i f ic a t io n .

As fo r s to p paym en t o rd e rs , Chase M anha tta n ra is e d  its  fee la s t J u ly  from  

$4.00 to $7 .5 0 . A b o u t tw o m onths ago C it ib a n k ra is e d it s  s to p paym en t fee from  

$3.50 to $ 6 .0 0 . Chem ica l Bank p re s e n t ly  ch a rg e s $ 4 .0 0 , up from  $1.50 in  A p r i l 

1981. On May 1, 1983 Chem ica l p la n s to ra is e th e fee to $ 9 .5 0 , more than a 

q u in tu p l in g  in  tw o y e a rs .

L a s t J a n u a ry C it ib a n k  doub led the ch a rg e on its  sm a lle s t sa fe d e po s it b o x . In  

June o f la s t y e a r Chase M anha ttan ra is e d sa fe d e p o s it b o x fees 20% fo r d e p o s ito rs ; 

n o n -d e p o s ito rs m us t p a y an e x t ra  $5.41 fo r th e sm a lle s t b o x . T h is y e a r 

M a n u fa c tu re rs H a no ve r ra is e d the ch a rg e 15% to 20% fo r th e sm a lle s t b o xe s .

6 . A m a jo r new incom e source fo r b a n k s a re annua l c r e d i t c a rd membersh ip 

fees , f i r s t  a u th o r iz e d  in  New ' Y o rk  u n d e r th e 1980 b a r ;k in g  d e re g u la t io n  law . 

P ro ponen ts o f d e re g u la t io n  p re d ic te d  in  1980 th a t th e re  w o u ld be a w id e va ria n c e in  

c re d it ca rd  fees and th a t some banks w ou ld n o t ch a rg e a fee a t a l l . B u t soon a f te r 

th e law to ok e f fe c t m ost b a n k s im posed a t le a s t a $10 a n n u a l fe e , some ch a rg e d $15, 

and now n e a r ly  a ll c h a rg e $20. One o f th e few  e xce p tio n s is  Chem ica l B a n k , w h ich 

cha rge s $36 i f  b o th  a V isa and M as te rC a rd a re h e ld . On to p o f the fe e s , o f c o u rs e , 

a re the fin a n c e c h a rg e s , s t i l l a t th e i r re c o rd  le v e ls o f 18% to 19% in  s p ite  o f the 

re c e n t la rg e  d e c lin e in  the cos t o f money fo r the b a n k s .

These new c re d i t ca rd  fees have become a lu c ra t iv e  incom e so u rc e . C it ic o rp 's  

1981 re p o r t sa ys th a t ju s t the new ba n k c a rd  fees b ro u g h t in  $55 m illio n in  th e ir 

f i r s t  y e a r . Chem ica l B a n k 's 1981 re p o r t s ta te s th a t a 68-a in c re a se o v e r th e 

p re v io u s y e a r from  "con sum e r b a n k in g  s e rv ic e s " was " c o n t r ib u te d  to s ig n i f ic a n t ly " 

b y c re d it c a rd  fe e s . Chem ica l B a n k 's e xp e r ie n c e is common to o th e r b an k s o f fe r in g  

c re d i t c a rd s . A May 3 , 1982 U .S . News and World R e p o r t a r t ic le  s ta te d th a t :

"  b a n k in g  a n a ly s ts no te th a t fo r a g ro w in g  num be r o f b a n k s , n o n - in te re s t

re ve n u e is becom ing in c re a s in g ly  im p o r ta n t . "

/
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^SPECIAL SERVICES FOR THE AFFLUENT : COURTESY OF EVERYONE ELSE

While im pos ing m a jo r se rv ice cha rge and fee h ik e s on most b a n k in g  cus tom e rs 

as o u tlin e d in  th is  re p o r t , th e banks have been p ro v id in g  b e n e fic ia l new se rv ic e s 

and no -ch a rg e accoun ts fo r those w ith  "h ig h  d e p o s it re la t io n s h ip s " .

T h is is i t re n d  b e s t seen a t the n a tio n 's b ig g e s t b a n k , C it ib a n k , o fte n  viewed 

as the tre n d  s e t te r in  th e b a n k in g  in d u s t r y . The fu tu r e  o f re ta i l b a n k in g  can be 

seen a t th e ir 72nd S tre e t and B roadw ay b ra n c h  in  M a n h a tta n . A b a n n e r ou ts id e 

th e b ra n ch a d v e r t is e s : "S pe c ia l S e rv ice s fo r C it ip e o p le " and s ig n s in s id e  th e bank 

a d v e r t is e : " Im p ro v e d  S e rv ic e s fo r C it ip e o p le " . H ow e ve r, f u r t h e r  in v e s t ig a t io n

re ve a ls th a t o n ly  "C it ip e o p le " w ith  more th a n $5 ,000 on a ccoun t q u a l i fy  fo r  the 

s e rv ic e s . In  fe e t , those w ith  le s s than $5,000 a re no lo n g e r a llow ed to use a human 

te l le r . T h e y m us t go to one o f the au tom a tic te lle r m ach ines . C it ib a n k  p la n s to 

a d op t th is  p o lic y  a t n e a r ly  a ll o f its  more th an 200 b ra n ch e s in  th e New Y o rk  C ity  

a re a .

The 72nd S tre e t b ra n c h 's  p h ys ic a l la y o u t has been re a r ra n g e d  so th a t the 

a f f lu e n t cus tom e rs m us t f la s h  a spec ia l c a rd  to g e t pa s t a s e c u r i t y  g u a rd  and 

smoked g lass w a ll in to  th e a rea w ith  the te l le r s . C it ib a n k has added spe c ia l h o u rs 

f o r  p r iv i le g e d  "C it ip e o p le " : up to 6 :00 PM on th re e  w eekdays and S a tu rd a y s from  

10:00 AM to 2 :00 PM. A new C it ib a n k b ro c h u re  d e s c r ib in g  th e new se tu p sa ys : 

"W hen you e n te r y o u r n e ig h b o rh o o d b ra n c h , y o u 'l l be g re e te d b y  a Custom er 

D ire c to r who w il l show yo u to th e r ig h t a rea Y o u 'l l need to show y o u r C it ic a rd , 

so have i t  re a d y . "

Those cu s tom e rs w ith  more than $25,000 q u a l i fy  fo r " P r io r i t y  S e rv ic e " 

e n t i t l in g  them to make ap po in tm en ts w ith th e ir own pe rso n a l b a n k e r to use an even 

more sec luded p o r t io n  o f th e b ra n c h .

C it ib a n k a lso has 32 o ffic e s in f iv e  u p s ta te  c it ie s , and a c c o rd in g  to the 

P re s id e n t o f C it ib a n k 's  u p s ta te  s u b s id ia ry  D an ie l Sa lkad ( in te rv ie w e d  in  a re ce n t 

Amer ican B a n k e r } th e b a n k p la n s to expand u p s ta te  to "a t le a s t 45 b ra n ch e s b y 

1985" and w il l be em phas iz in g in s ta lla t io n  o f au tom a tic te lle r m ach ines .
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A u tom a tic te lle r mach ines a re be in g c r i t ic iz e d  b y  consum e r o rg a n iz a tio n s 

n a tio nw id e . They do no t a lways fu n c t io n  c o r r e c t ly , th e y canno t is sue money ’ 

o rd e rs , c e r t i f y  checks and answ e r most cu s tom e r q u e s tio n s , and th e y  commonly 

ru n  ou t o f cash and re c e ip ts . C it ib a n k o ff ic ia ls  sa y th a t th e re  is an "o th e r " lin e a t 

its  72nd S tre e t b ra n ch to ta ke ca re o f these m a t te r s , b u t no su ch lin e  co u ld be 

fo u n d on a re c e n t v is i t th e re .

C it ib a n k s ta n d s to s ig n i f ic a n t ly  redu ce it s  co s ts w ith  the no -hum an te lle r 

p ro g ram . A human te l le r hand les abou t 200 tra n s a c t io n s  a d a y . A n au tom a tic 

te l le r can ha nd le 2,000 tra n s a c t io n s , cos ts o n ly a fe w  th o u sa n d d o lla rs  more a y e a r , 

and w o rk s a ro u n d  th e d o c k . A Bank o f Am e rica S e n io r V ice P re s id e n t sa id in  a 

re ce n t is su e o f Amer ican B an ke r th a t h is b a n k 's A TM 's tra n s a c t io n s co s t one te n th  

those done b y  human te lle r s . A c c o rd in g  to a "C o n sum e r C lo s e -u p " re p o r t b y 

C o rn e ll U n iv e r s i t y  C oope ra tiv e E x te n s io n , " i t  is e s tim a te d th a t an ATM cos ts 11 o r 

15 cen ts le ss p e r tra n s a c t io n  th an a human te l le r . "  While th e re  is no ob je c tio n as 

such to a u tom a tio n , i f  i t  becomes a means o f in f e r io r  s e rv ic e  to th e m a jo r ity  o f 

ba n k in g c u s tom e rs , th e n i t  m ust become a m a tte r o f p u b l ic  s c r u t in y  and o f f ic ia l 

a c tio n .

While in c re a s in g  ba s ic accoun t fe e s , Chase M an h a tta n has m eanwh ile opened an 

e xp e n s iv e ly de co ra te d [ o r ig in a l . ob je ts d 'a r t )  b ra n c h  on th e 18th f lo o r o f 270 

Madison A v e n u e . The new fa c i l i t y  is ca lle d the "B u s in e s s B a n k in g  C e n te r " and 

acco rd ing to th e b a n k is gea red to small p ro fe s s io n a l o ff ic e s - la w y e rs , 

a c co u n ta n ts , a rc h ite c ts  - and o th e rs w ith  s u b s ta n t ia l a s s e ts : M a n u fa c tu re rs

H anove r is now c o n s tru c t in g  a la rg e , e la b o ra te "P r iv a te  B a n k in g " b ra n c h  on the 

g ro u n d f lo o r o f it s  P a rk A venue h e a d q u a r te rs .

Many o th e r banks bes ides C it ib a n k , Chase M anh a tta n and M a n u fa c tu re rs  

H anove r a re e xp a n d in g th e ir se rv ic e s to the w e l l - o f f , a d o p tin g  such labe ls as 

"e xe cu tiv e  b a n k in g " and "p e rs o n a l b a n k in g " . T h e re  has re c e n t ly  been a 

p ro li fe ra t io n  o f Cash Management A c co u n ts [CM A 's ') th a t combine se ve ra l ty p e s o f 

tra n sa c tio n s in  a s in g le  a cco u n t, and w h ich re q u ir e  in c re a s ed use o f h ig h ly  

tra in e d , h ig h e r -c o s t b a n k pe rso n ne l to manage the m oney o f cu s tom e rs w ith  these 

accoun ts . The a f f lu e n t ba n k cus tom e rs th e n end u p  p a y in g  le ss fo r e la b o ra te 

se rv ic e s w h ite the m a jo r ity  pays more fo r b a n k in g  t ra n s a c t io n s .



On A p r i l 19th C it ib a n k began o f fe r in g  a new P e rs o n a l A sse t A c c o u n t, t i t le d  

'F o c u s * . C it ib a n k 's  ad ve rtis em en ts b il l Focus as th e accoun t " th a t enab le 

success fu l in d iv id u a ls  to fo cus on th e ir fin ances v / ith  a new le v e l o f co n fid e n c e and 

conven ience . "  The ads e xp la in th a t , "We've b u i l t an e n t ire  se rv ic e o rg a n iz a t io n  

w ith in  C it ib a n k to l in k  a ll o u r re so u rce s and focus th em  w he re th e y b e lo n g : y o u . "

The new se rv ic e s in c lu d e d a h ig h ly  tra in e d p e rs o n a l A c co u n t O f f ic e r w ho w ill 

imm edia te ly "w ir e  money to y o u r d a u g h te r in  c o lle g e " , " b u y  a 6 -m on th T - b i l l " , "g e t 

the c u r r e n t s to c k quo te on G enera l M o to rs ," , " f in d  th e c u r r e n t va lu e o f y o u r 

se cu r it ie s p o r t f o l io " , "a n d m o re " . A lth o u g h Focus is a imed a t pe rso n s w ith  asse ts 

o f a t le a s t $200 ,000 , the cha rg e is n o t la rg e fo r a ll o f these immedia te o v e r - th e - 

phone s e rv ic e s . T he cos t is o n ly  $12 a month and a sp e c ia l h ig h - c r e d i t lin e  V isa 

Ca rd [u s u a l ly  $90 a y e a r) is th ro w n  in fo r fre e . In  c o n t r a s t , C it ib a n k ch a rg e s [ in  

m on th ly fees and lo s t in te re s t ) o v e r $90 a yea r on a re g u la r sa v in g s a cco u n t th a t 

s ta ys be low $500.

The m ost ob v io u s fo rm  o f lu r in g  the w e l l - o f f a t th e expense o f p o o re r 

custom ers is  th ro u g h  the new h ig h e r in te re s t a c c o u n ts p e rm it te d  u n d e r the 

D epo s ito ry In s t i t u t io n  D e re gu la tio n and M one ta ry C o n tro l A c t o f 1980, w h ic h began 

the p ro ce ss o f rem ov in g in te re s t c e ilin g s . T he A c t se t up th e D e p o s ito ry 

I n s t itu t io n  D e re g u la t io n  Commission [D ID C ) to s e t g u id e lin e s and p o lic ie s fo r 

d e re g u la t io n . The D IDC and C ong re ss , u n d e r p re s s u re  from  th e b a n k in g  

in d u s t r y , soon a p p ro v e d more h ig h in te re s t a cco u n ts and most re c e n t ly  th e  money 

m arke t ra te  acco u n ts [D ecem be r 1982). In a d d it io n , in  th e zeal to a t t r a c t th e  w e ll- 

o f f cu s tom e r, th e ta n k s  s t i l l s o u g h t c re a tiv e w ays to c irc u m v e n t the few  rem a in in g 

re s tr ic t io n s  s t i l l in  p lace w ith  new "sweep a cco u n ts " w h ic h  com b ined NOW accoun ts 

w ith  u n in s u re d  money m a rke t m u tu a l fu n d s , in w h ic h  a n y am ount o v e r the m inimum 

NOW accoun t was "sw e p t" in to  th e fu n d  a t a much h ig h e r ra te .

To h e lp  pay fo r these new depos its some sm a ll b a n k s a re m e rg in g w ith  o th e r 

small b a n k s so as * o f fe r th e h ig h e r ra tes g iv e n  b y  la rg e r b a n k s . B u t more 

commonly, b o th  la rg e r and sm a lle r banks have c u t co s ts th ro u g h  in s ta l la t io n  o f 

au tom a tic te l le r mach ines and have ra ise d income th ro u g h  s e rv ic e  fee in c re a se s on 

the lo w - in te re s t accoun ts th e y s t i l l have . A n a r t ic le  in  th e M a rch 25, 1983

American B a n k e r , "N ew A cco un t Costs W orry B a n k e rs " re p o r te d  th a t to o f fs e t the



squeeze on in te re s t m a rg in s c re a te d b y d e re g u la te d money m a rke t a c c o u n ts , banks

"w i l l . . .  .c h a rg e  fo r e v e ry th in g  th e y do fo r cu s tom e rs " as w e ll as make m o /e *

p ro f ita b le  lo an s . "Fee income from  p re v io u s ly  f re e  s e rv ic e s , such as c h e c k in g , 

cou ld a lso he lp o ffs e t the in c re a sed in te re s t e xp e n se o f th e new a c c o u n ts . "  The 

a rtic le  q u o te d  one ba n k spokespe rson who s a id , '"W e have to s ta r t c h a rg in g  the 

cus tom er f o r  e v e ry th in g  we do fo r th em .'"

A d d it io n a l ly , as p o in te d ou t in my M a rc h , 1983 re p o r t : "D e re g u la tio n  o f

Consumer L e n d in g  in  New Y o rk  S ta te : The R a te s Went Up B u t N e v e r Came Back

Down" b a n k s a re a lso ke e p in g at v e ry  h igh le v e ls the in te re s t th e y  cha rg e on a 

broad ra n g e  o f consum e r lo a n s , most n o ta b ly c r e d i t c a rd  ch a rg e s , au to lo a n s , home 

im p rovem en t lo a n s , and pe rso n a l loans . C re d it is b e in g made a va ila b le on ly to 

those who can a f fo rd  these h ig h  ra te s .

A n d th e  ban ks a re a lso t r y in g  to p r o f i t as much as p o ss ib le  on checks

depos ited in  th e ir b ra n ch e s b y  no t c re d it in g  cu s tom e rs w ith  th e ir monies fo r many 

days ,e n  th o u g h th e ba n k had use o f the fu n d s  w ith in  48 h o u rs . In a te s t I 

conduc ted la s t m on th S ta te employees depos ite d th e i r p a ych e cks in se ve ra l New 

Y o rk C ity  . ,n k s  on the same d a y . The banks to o k a n yw he re from  th re e  to th ir te e n  

days to c r e d i t th e cu s tom e r. T h is is ano th e r b a n k p ra c t ic e  th a t pena lize s the 

smaller c u s tom e r , s in ce th e y  u s u a lly need th e  d e po s ite d m oney im m ed ia te ly . 

A d d it io n a l ly , m any low ~depos it cus tom ers end u p b o u n c in g checks be ause th e y 

le g itim a te ly th o u g h t th a t a f te r s ix o r seven days th e  money had c le a re d in to  th e ir 

accoun t.



RECORD BANK PROF ITS : NEW CHARGES HELP COVER OVERSEAS LOSSES AND

SERVICES FOR THE AFFLUENT

B an k p r o f i t s  go up and u p . The h ig h e r in te re s t pa id on la rg e  d e p o s its has 

not e ro d ed b a n k e a rn in g s and even the e x t ra o rd in a ry  losses on fo re ig n  loans has 

no t meant an e a rn in g s de c lin e a t the major money c e n te r b a n k s . A n a ly s is o f b ank 

p r o f i t a b i l i t y  show s th a t la rg e f p ro f i t s  are b e in g ea rned and th a t b a n k s a re

e f fe c t iv e ly  com pe tin g w ith  the new "f in a n c ia l s u p e rm a rk e ts '1 se t u p b y  Sears 

Roebuck and o th e rs  and do no t need m ajo r in c re ases in  bas ic re ta i l se rv ic e 

c h a rg e s .

C it ic o rp 's  1982 ne t income o f $797 m illio n was 25% above th e p re v io u s  y e a r 's

$531 m ill io n , w h ic h in  tu r n  was 6% above the 1980 le v e l. C it ic o rp 's  f i r s t  q u a r te r

1982 p r o f i t o f $73 m illio n was a s ig n if ic a n t in c re a se o v e r 1981's $58 m ill io n .

Chem ica l New Y o rk  C o rp o ra tio n 's ne t income o f $290 m illio n in  1982 was 11.9% 

h ig h e r th a n th e $215 m illio n re p o r te d  in 1981. In  1980 Chem ica l's n e t incom e was 

$179 m ill io n , in  1979 i t  was $129 m ill io n , an d back in  1978 i t  was $108 m ill io n . 

Chase M an h a tta n 's 1981 p r o f i t o f $912 m illio n was s u b s ta n t ia l ly  h ig h e r th a n 1980's 

$359 m illio n o r 1979's $303 m illio n . The Bank o f New Y o rk C om pany 's $73 m illio n 

p r o f i t in  1982 was f a r above 1981's $58 m illio n and th e 1980 f ig u r e  o f $92 m ill io n . 

Fo r th e f i r s t  q u a r te r o f 1983 M a n u fa c tu re rs H a n o v e r 's p r o f i t rose 37% o v e r the 

s tro n g  show in g in  1982. The ave rage re tu rn  on to ta l asse ts fo r these ban ks a re 

also a t o r n e a r re c o rd  le v e ls . In s h o r t , e v e ry  m a jo r New York- ba n k is much more 

p ro f i ta b le  to d a y th a n th re e ye a rs ago .

N o n e th e le s s , when ju s t i f y in g  in c re ased cu s tom e r ch a rg e s b a n k in g  in d u s t r y  

o f f ic ia ls  say th a t th e y m us t c o v e r " in c re a se d c o s ts " . T h is is a fa lla c io u s 

ju s t i f ic a t io n . P e rsona l ch e c k in g and re g u la r s a v in g s accoun ts do make m oney. 

A c c o rd in g  to th e Fede ra l R ese rve 's 1981 "F u n c t io n a l Cost A n a ly s is " b a n k s w ith  

d e po s its o f more th an $200 m illio n had an a ve ra g e expense p e r ch e c k in g  accoun t 

( in c lu d in g  a ll o ve rh e ad co s ts ) o f $10.78 p e r m on th . The b a n k s co lle c te d ave rage 

se rv ic e  and h a n d lin g  fees in  1981 o f $2.69 p e r a c c o u n t, re s u lt in g  in a n e t o p e ra t in g  

cos t p e r a cco u n t o f $8 .08 . B u t th en th e y p a id  a r a ve rage in te re s t (some o f the
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accounts a re in te re s t b e a r in g ') on :he accoun ts o f $1.95 each , fo r a to ta l expense to 

the bank o f $10 .03 . H ow e ve r, the co s t an a ly s is fo u n d  th a t th e ne t e a rn in g s the 

bank made on th e money in  an ave rage ch e c k in g accoun t wus $22.27 a m on th , 

g iv in g  th e b a n k s a handsome m a rg in o f $12 .29 . W ith the new s e rv ic e  ch a rg e s 

imposed s in ce 1981, th is  m a rg in is c e r ta in ly  la rg e r to d a y . When o n ly  th e NOW 

[ in te r e s t w ith  c h e c k in g ) accoun ts a re a n a ly ze d , $5.77 a m on th is ea rn ed b y  the 

b an ks p e r a c co u n t.

F o r re g u la r s a v in g s accoun ts [a v e ra g e accoun t s ize $1 ,999 ) th e p r o f i t m a rg in 

is $65.68 a y e a r a c co rd in g to the F u n c tio n a l Cost A n a ly s is . T h is is based on bas ic 

m a in tenance expenses to the b a n k o f $38.07 ana an in te re s t expense o f $77 .57 . 

B u t th e ave ra g e la rg e r ba n k ea rned $179 o f f a sa v in g s a cco u n t. B an ks c e r ta in ly  

a re no t " lo s in g  m oney" on sa v in g s a cco u n ts .

When ju s t i f y in g  c a p ita l and la rg e  fee in c re a se s , b a n k e rs ig n o re  the fa c t th a t 

sm a ll sa v in g s and ch e c k in g a ccoun ts p ro v id e  a la rg e base oi cheap and fre e  money 

fo r the b a n k s to le n d . While 'the cos t o f th e new money m a rke t ra te  accoun ts 

f lu c tu a te s be tw een 8% and 9%, la rg e r b a n k s s t i l l have h u n d re d s o f th ou sa n d s o f 

ch e ck in g a c co u n ts , each w ith  se ve ra l h u n d re d  d o lla rs , on w h ich th e y p a y no 

in te re s t w h a ts o e v e r . T h e re a re also s u b s ta n t ia l sums in  sa v in g s a cco u n ts p a y in g  

5)% [5j% a t t h r i f t  in s t i tu t io n s ) w h ich a re a la rg e  sou rce o f in e x p e n s iv e  m oney th a t 

can be le n t a t the p rim e ra te  o f 10.5%, o r to consum ers a t be tw een 16% and 18%. 

B an k o f New Y o rk , fo r exam p le , had $983 m illio n w o r th  o f sa v in g s acco u n ts e a rn in g  

o n ly  an ave ra ge o f 5.11% in  1982, up from  $931 m illio n the p re v io u s y e a r and $890 

m illio n in 1980. Chase M anha ttan in  1981 had some $1 .6 b il l io n  in  su ch lo w - in te re s t 

accoun ts . B a n ke rs T ru s t in  1982 pa id $21.3 m illio n [5 .2% ) on th e $910 m illio n in  

th e ir sa v in g s a cco u n ts . T h is in te re s t ra te  d id  no t go up much a t a li d u r in g  the 

p a s t se ve ra l y e a rs . I t  s tood at 9.98% in 1979, 5.10% in  1980, and 5.07% in  1981.

A n o th e r ad van ta g e to the banks o f th e sm a lle r, low in te re s t a ccoun ts is th a t 

th e y tend to be more s ta b le and less l iq u id  th a t th e new money m a rke t ra te  and 

o th e r h ig h e r in te re s t a cco u n ts . A M arch 7, 1983 Amer ican B an ke r a r t ic le  d is cu sse d 

th e fe a r among b a n k e rs o f '“th e s ile n t b a n k ru n  - th e rem ova l o f la rg e r ba lances 

w hene ve r bad news o r rum o rs abou t the b a n k a re band ie d a b o u t . " C o n ce rn in g the

- 16 -



new h ig h e r ra te  a c co u n ts , th e a r t ic le  s a id : "B a n k e rs  w o r r y  th a t such fu r .J s  can 

leave as fa s t as th e y came. . . . "

A lth o u g h  sm a ll and medium s ize accoun ts a re s t i l l q u ite  p ro f i ta b le  f o r  the 

b a n k s , a p p a re n t ly  the banks do no t f in d  them p ro f i ta b le  e n o u g h . F o r the la rg e r 

New Y o rk b an ks a m a jo r reason fo r th is  is th a t th e y a re see k in g to g re a t ly  in c re a se 

n o n - in te re s t fee incom e to co ve r e sca la tin g losses from  ove rseas le n d in g .

A lth o u g h  C it ic o rp 's  p r o f i t rose 18% in  th e f i r s t  q u a r te r o f 1983 the e a rn in g s 

w ou ld have been even h ig h e r w ith o u t th e b a n k 's  83h in c re a s e in  n o n -p e r fo rm in g  

commerc ia l lo a n s . A n A p r i l 20, 1983 Wall S t re e t J o u rn a l re p o r t a t t r ib u te d  most o f 

th is  in c re a se to losses in M exico and L a tin  Am e ric a . Because o f these bed loans 

C it ib a n k  has been fo rc e d  to in c re ase its  p ro v is io n  fo r po ss ib le loan losses b y  51 % to 

$136 m ill io n . 2 .9 % o f C it ic o rp 's  asse ts a re in  M ex ican lo an s .

Chase M an h a tta n 's e a rn in g s a c tu a lly  d ro p p e d  8h in  1983's f i r s t  q u a r te r , 

a t t r ib u te d  b y  f in a n c ia l w r i te r s  e n t i r e ly  to loan loss p ro v is io n s fo r  M ex ican and 

A rg e n t in ia n  loans and the c o n t in u in g  im pac t from  th e fa i lu re  o f th e Penn Squa re 

B a n k in  Oklahom a. O ve r 2% o f Chase M an h a tta n 's $55 b il l io n  p o r t fo l io  is in  M ex ico , 

o v e r 3% in  tro u b le d  B ra z il and o ve r 7% is in  A rg e n t in a  and V en e zu e la .

O th e r Nev/ Y o rk  banks also have done e x te n s iv e  le n d in g  in  L a tin  Am e ric a . 

3 .2 % o f I r v in g  T ru s t 's  asse ts a re in  M ex ico , and the f ig u r e  fo r M a n u fa c tu re rs 

H a no ve r is 3.6% and fo r M a rine M id la n d , 2.9%

W rit in g  abou t fo u r th  q u a r te r 1982 p r o f i t s , New Y o rk T imes b a n k in g  re p o r te r

R o b e r t B e n n e tt fo u n d  th a t , "  m any Am e rican b a n k s may soon show sm a lle r

p r o f i t s  and m a jo r in c re ases in  p rob lem  lo a n s " as a re s u l t o f L a tin  American le n d in g . 

B e n n e tt qu o te d a P ru d e n tia l-B a c h e ba n k s to c k s a n a ly s t who sc id th a t loans to 

M ex ico 's p r iv a te  s e c to r w il l re du ce C it ic o rp 's  fo u r th  q u a r te r p ro f i s  b y  10 cen ts a 

sh a re [ from  $1.53 a sha re in the th i r d  q u a r te r j and Chase 's b y 11 cen ts ( from  

$ 3 .0 7 ) .



In  s p ite  o f th e ove rseas losses , a J u ly  30, 1982 Wall S tre e t J o u rn a l accoun t 

con c lu d e d th a t , "m ost banks a re c o n t in u in g  to ea rn enough to d e fra y  heavy loan 

lo sse s . In  many cases th e y  a re in c re a s in g  th e ir p r o f i t s  when in te re s t ra te s 

g e n e ra lly  fa l l b y  keep in g th e ir le n d in g  ra te s h ig h . "

As th is  re p o r t show s, th e y a re also a d d in g to p r o f i t s  b y c o v e r in g  fo r the 

losses th ro u g h  enorm ous re ta i l s e rv ic e  fee h ik e s . W ith he lp from  the sm a lle r re ta i l 

cu s tom e r, m any banks are s t i l l re p o r t in g  re c o rd  p r o f i t s , in  s p ite  o f r is k y  and o fte n 

il l- a d v is e d  fo re ig n  loans .



CONCLUSIONS AND RECOMMENDATIONS: THE PUBL.'C NEEDS PROTECTION

The b a n k in g  in d u s t r y  in  New Y o rk is u n d e rg o in g  ra p id  change . The ta k in g  

o f de po s its and p ro v id in g  ch e c k in g accoun ts to a b ro a d base o f consum ers is no 

lo n g e r a p r im a ry  m iss io n . As C it ib a n k S en io r V ice P re s id e n t W illiam H eron re c e n t ly  

was quo te d in  the New Y o rk T im es: "W hat we a re d o in g in  New Y o rk is re d e f in in g  

w ha t a ba n k i s . "  A c c o rd in g  to th e a r t ic le  c o n ta in in g  th is  q u o te , "C it ib a n k  now 

sees its  b ra n c h  n e tw o rk p r im a r i ly  as a mechan ism to 's e ll p ro d u c ts ' and its  

m anagers see them se lves more lik e  accoun t o f f ic e rs  a t s e c u r it ie s  f i rm s . . . t r y in g  to 

se ll 'f in a n c ia l p r o d u c ts '" . T h is new v iew  o f b a n k in g  is g ra d u a l ly  be in g adop ted b y 

a ll m a jo r New Y o rk  b a n k s , a lth o u g h C it ib a n k ( th e la rg e s t ) is the le a d e r.

U n fo r tu n a te ly , f o r  th e ove rw he lm ing m a jo r ity  o f New Y o rk e rs who canno t 

a f fo rd  the new "p ro d u c ts " the bank o f th e fu tu r e  has less s e rv ic e  and h ig h e r and 

h ig h e r fe e s . One o f th e c e n tra l fu n c t io n s o f a b a n k - to fu l l y  se rve a ll its  

cus tom e rs a t reasonab le ra te s is be in g d is c a rd e d .

The im pac t o f th is  change on a sm a lle r cu s tom e r ($400 in  ch e ck in g and $900 in 

sa v in g s a cco u n ts ) a t th e la rg e s t b a n k . C it ib a n k  is seen b y  com pa ring h is cos ts in 

la te 1979 w ith  w ha t he is p a y in g  in  1983 fo r the same s e rv ic e s . A ssum ing th a t 

d u r in g  the ye a r th is  cus tom e r made 100 "C it ic a s h " w ith d ra w a ls , w ro te 30 ch e c k s , 

asked fo r tw o s to p paym en t o rd e rs and b o u g h t th re e money o rd e rs he wou ld have 

pa id $29.50 in  1979. B u t based on e a r ly  1983 c h a rg e s , he w ou ld be p a y in g 

$131 .25 . T h is c o n s t itu te s  a nea r q u in tu p l in g  o f s e rv ic e  ch a rg e s in  s l ig h t ly  ove 

th re e  y e a rs , a p e r io d when in f la t io n  d ro v e  p r ic e s in  g e ne ra l u p less than 25h. A t 

Chase M anha ttan a cus tom e r w ith  $250 in  h is sa v in g s and ch e c k in g accoun ts w ou ld 

have pa id $31.50 in  1979 as opposed to $135 to da y ( assum ing two che ck 

c e r t if ic a t io n s  and two s to p paym en t o rd e r s ) .

T h is is w h y le g is la t io n  is needed now to p re v e n t th e b ro a d base o f ba n k 

cus tom e rs from  be in g g o u g e d . I am , th e re fo re , in t ro d u c in g  le g is la t io n  th a t w i l l :



*

/
1. R e qu ire  advance d is c lo s u re  and p rom in e n t p o s t in g  o f ba n k s e rv ic e  and fee 

c h a n g e s . B anks w il l be re q u ire d  to pos t in la rg e ty p e  in  e v e ry  b ra n ch the fees 

and p roposed in c reases m  fees fo r bas ic c h e c k in g a c co u n ts , s a v in g s acco u n ts , 

money o rd e rs , o f f ic ia l c h e c k s , o rd e rs s to p p in g paym en t on ch e c k s , and mem bersh ip 

ch a rg e s on c re d it c a rd s . S ix ty  da y no tice o f fee in c re a s e s w il l be re q u ir e d .

2 . Empower the B a n k in g  D epa rtm en t to d is a llow  "e x c e s s iv e " fees and cha rges 

upon re c e iv in g  a w r it te n  p ro te s t from  a ban k cu s tom e r. "E xce s s iv e fe e " is an y 

fe e , comm ission o r ch a rg e th a t " is  no t in the p u b lic  in te re s t " and when d e te rm in in g 

i f  a fee is e x c e s s iv e , the d e p a rtm e n t is re q u ire d  to c o n s id e r a num be r o f fa c to rs , 

in c lu d in g  th e reasonab le co s t o f p ro v id in g  the s e rv ic e  ( and income ea rn ed from  the 

a c c o u n ts ] , how lo ng the p re v io u s fee was in  e f fe c t , and w h e th e r th e p ro posed fee 

is more th an 25% above th e ave rage fee cha rg e d b y  o th e r b a n k s fo r th e s e rv ic e .

3 . R e qu ire th e B a n k in g  D epa rtm en t to p e r io d ic a l ly  p re p a re  a u d its to

de te rm ine th e am ount o f m oney the banks a re m ak in g from  re ta i l b a n k in g  se rv ic e s 

and w h e th e r h ig h  fees a re be in g cha rg e d to make u p fo r im p ru d e n t loans , 

p a r t ic u la r ly  fo re ig n  lo an s .

B a n k in g in d u s t r y  o f f ic ia ls  and the B a n k in g D epa rtm en t i t s e l f sa y th a t

com pe tit io n w il l keep ch a rg e s down and th a t consum e rs sh o u ld  "s h o p a ro u n d " fo r 

th e low est c h a rg e s . B u t g iv e n  the fee h is to r ie s p re s e n te d in  th is  re p o r t the re a li ty  

is  th a t bank cha rg e s a re u n ifo rm ly  h ig h . T he y also change o f te n , a re co n fu s in g to 

th e ave rage cu s tom e r, and a re o fte n d i f f i c u l t to f in d  o u t in  th e f i r s t  p la ce . 

"S ho p p in g a ro u n d " ju s t is n ' t p o ss ib le . The d i f f i c u l t y  e n co u n te re d in  o b ta in in g  

a ccu ra te in fo rm a tio n  is i l lu s t r a te d  b y my s ta f f 's  e xp e rie n ce in  e lic it in g  bas ic 

c h e c k in g accoun t fees fro m  Chem ica l B a n k . Phone ca lls to d i f f e r e n t b ra n ches 

re s u lte d  in  a num be r o f d if fe r e n t fee s c h e d u le s . Once a phone was answered 

(sometimes th e y were answ e red o n ly a f te r 30 r in g s ] m y s ta f f was commonly re fe r re d  

to two o r th re e  d if fe r e n t o f f ic e s . Persona l v is its  to th e b ank '. ' ra n ch e s was not 

much more h e lp fu l . P r in te d  fee schedu le ca rd s w e re u s u a lly  n o t a va ila b le and 

employees p ro v id e d  c o n fu s in g  and sometimes c o n f l ic t in g  in fo rm a tio n  in  some cases. 

T he in fo rm a tio n  co n ta in e d in  th is  re p o r t came from  w r it te n  and te lephone

comm un ica tions w ith  h ig h e r b a n k o f f ic e rs , an o p tio n n e t a va ila b le to th e ave rage

cu s tom e r.
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/  I t  is e v id e n t th a t banks in New Y o rk S ta te a re d o in g e v e ry th in g  poss ib le to

maxim ize th e ir p r o f i t s  from  sm a lle r cu s tom e rs . T h e y can do th is  because th e re  is 

no law o r re g u la t io n  a g a in s t i t  and because these sm a lle r cus tom e rs have now he re 

e lse to g o . The la rg e s t b a n k m o r e o v e r , have th e re so u rce s to p ro v id e  tens and 

even h u n d re d s o f b ra n ch e s th a t make them e v e r -p re s e n t and a lw ays close b y  - 

e xcep t in  p o o re r n e ig h b o rh o o d s - and th a t have re s u lte d  in  the enorm ous consum er 

depo s its in  these in s t i tu t io n s . In  fa c t , the m a jo r money c e n te r banks a re 

in c re a s in g  th e ir dom inance in  the g re a te r New Y o rk C ity  a rea . In  1980 C it ib a n k 

had 7.5% o f to ta l d e po s its w h ich in c re a sed to 9.6% th is  y e a r . Chase M anha tta n 's 

sha re c lim bed from  3.5% fo 9.0% d u r in g  th is  p e r io d , Chem ica l w en t up from  3.6% to 

9.7% and M a n u fa c tu re rs  H ano ve r 's sh a re in c re a sed from  2.6% to 3.6%.

U n fo r tu n a te ly , th e banks see th e ir b ra n ches e s s e n t ia lly  as vacuum s to su ck in 

th e most m oney po ss ib le a t the lea s t p o ss ib le cos t to the b a n k . S ince th is  goa l too 

o fte n c o n f l ic ts  w ith  the need to p ro v id e  fu l l and re a so n a b ly p r ic e d  b a n k in g  se rv ic e s 

to a ll th e peop le , le g is la t iv e  ac tio n is needed now .
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B i l |  w o u l d  h i k e  l o a n  i n t e r e s t  t o  2 4 &
vde - .-r *:4‘ mBy JIM ERICKSON A #  sAA

Daily News business reporter i f ?  .

Alaska bankers are ‘ seeking 
changes to state law that would 
allow lenders to charge more for 

’  small loans (ind. consumer credit 
plans, such as charge cards.
- But a state consumer group said 
this week some banks are al.eady 
charging far more for certain loans 
than state law allows, though a 
federal loophole in banking law.

Maureen Kennedy, executive di­
rector of the Alaska Public Interest 
Research Group (AKPIRG), said 
she found it "appalling*’ that the 
Alaska Bankers Association is lob­
bying for a measure now before a 
House committee that would allow 
lenders to charge up to 24 percent 
interest annualiy for loans of $25,- 000 or less. . •. ■" , -,,

The rrent cap for the so-called 
"consumer loans," such as car or boat loans, is 13.5 percent,

The bill was introduced by Rep. 
Jim Duncan, D -Juneau, 'D rue  
Pearce, R-Anchorage, John Rings- iud. R-rairbanks, and H.A. ‘‘Red" 
Boucher, D-AncLorage. Pearce is a

former employee of the Alaska 
Bank of the North, v ■ .

At the same time bankers are 
pushing for the -b ill , "they are 
ignoring state law and implement-, 
ing wholesale increases in interest '

D4

rates on consumer loanj:,”  she saidfv  -J
For example, she said, First. In-' • firm 

terstate Bank is now* charging'22 
percent interest on loans- under $2,500. u ;

“The smaller'borrower, the one 
that can least afford it, is being hit 
hardest by the bank’s belliger- . ence," she said, Interest rates on 
loan amounts of more than $25,000 are not regulated. ;v •

Derrell Smith, president of the 
Alaska Bankers Association, said 
at least one Alaska bank began 
exceeding state limit:; about five 
years ago. Others are increasingly following suit. •

That’s because a federal banking 
law known as the "most favored 
lenders doctrine" allows federally- chartered banks to charge as much 
as other Alaska lenders, such as 
smallJoan companies, Jjmith sa id .^ .

tate’s Sm all,Loan"
..S'i-H T -’F # *  •- - • i  rv/' ̂  *

-m ost“favored lenders docfrim; plies In in Alaska. . . .  - .
, The doctrine 'extends to 's?ate-i 
charted banks as well, said Willis 
Kirkpatrick, d irector'of the state Division of Banking. 1 -*

The state’s largest bank, Nation­
al Bank of Alaska, Jast year b<?gai\. 
charging 15 percent annualinterest-r 
op auto Joans and 17.5 percent'on>-

Am

pther consumer loans. The rale of 
' small loans from Alaska Statebank increased two' weeks ago Jt&‘JL5 
percent, from 13 percent.

: -" Kennedy said AKPIRG is^onsicl- 
' ering a cpurt test of the legality of 
the most’ favored, lenders doctrine 
— and whether Alaska banksman 
use it to circumvent state law .^ til,- 

AKPIRG  this 'week asked 'the
H inder the

: : - 4 : - ' ^ ; . Se^ Pa9 ? D - 4 V a

r m t M ;  ■

Bill would allow lenders to hike loan interest to 24 percent
f  Continued from Page D-1 j

Consumer Protection Section 
of the state Attorney General’s 
Office to investigate the mat­
ter, she said. -  ------According to state and fed­
eral officials, the state usuary 
laws are not enforced by regu- 

'l .i ’.ors. In most instances, con­
sumers must press action in 
court if they feel a bank has 
violated the law.

"We don’t step into the 
shoes of the borrower," said Debra Chong, a senior attor­
ney for the Comptroller of the 
Currency in San Francisco. 
"The borrower has to sue on 
their own." • •Smith said the apparent 
increasing willingness by 
banks to charge more- than 
state law allows "puts a dif­
ferent complexion on the 
bill."Although "we'd feel com­fortable using the most fa­
vored lenders doctrine" with­

out changes to state law , 
Sm ith said , the provision  does not go far enough,

"My personal preference is 
to completely deregulate,” he 
said.Raising the lending cap to 
24 percent is a good compro­
mise, he said.

"Obviously, (bankers) are Lying to get the law changed 
so there is never any hint of 
them being in violation of 
state law,” said Gary Jen­kins, director of governmen­
tal relations for the National 
Federation of Independent 
Business/Alaska.The 3,000-member federa­
tion opposed the bill, because 
small businessmen fear banks 
would begin charging more for small business loans of 
$25,000 or less.The measure is backed by 
the Alaska Bankers Associa­tion, the state Chamber of 
Commerce, and the Alaska

A hearing on the bill was held Tuesday by the House 
Special Committee on State 
Loans. Another hearing Is 
scheduled for 3:30 p.m. today in Juneau. The hearing is not 
going to be teleconferenced.

The buill has been referred 
on to the House Judiciary 
Committee. .1Ban!; officials say national 
deregulation has forced them
to pay more for deposits. But ‘A laska's "usury" law pre-

R o f a i l  A s s o c i a t i o n . .

vents corresponding increases 
in loan charges and cut profit 
margins. . . . ."A lthough banks have 
been profitable the last few 
years, the next few years 
don’t look so good unless we 
try to match revenue to ex­
penses," Smith said.

Alaska retailers and bank­
ers have been lobbying to raise or eliminate interest 
rate caps since 1980, because 
of the increasing costs of serv­
icing small loans. . ^

‘ Besides raising the ceili 
on small loans, the bill int 
duced this year also woi 
raise a'lowabl'. interest ra‘ 

j.ifo r credit card account b 
„ances above $1,000 from li 
percent to 18 percent.

•i -■ Without the changes, ban are not willing to make sm 
" consumer loans, according 
. ’ lenders.
p 1 ’ Alaska's usury laws' t among the most restrictive 

the nation, bankers said. . 
most all states have limits 
18 percent or higher; 13 sta have eliminated caps entire 
' The industry argues t! 

consumer credit would 
more available if restrielk were eased. ‘• However, Kennedy of f  
PIRG said that "has clea 

_ not been the case” in sta where deregulation has cured. i .
‘•'cl'.

ALAS!



C O N S U M E R  L O A N  INTEREST RATES 

As of A p ri l  8, 1985 0

N E W  CARS:

B.M. B e h r en d s  13.75%

A l a s k a  Fede r a l 12.75%

Ban k of the N o r t h  13.0%

First N a t i o n a l  B a n k  of A n c h o r a g e  15.0%

N a t i on a l  Bank of A l a s k a  15.0%

U n i t e d  B ank of A l a s k a  13.0%

A l a s k a  U S A  F e d e r a l Cre d i t  U n i o n  12.75%

A l a s k a  M u n i c i p a l  E m p l o ye e s  13.5%

A l a s k a  S tate E m p l o y e e s  F e d e r a l  13.5% 48-mos.

14.0% 60-raos. 

Fede r a l  A l a s k a  Feder a l  Cre d i t  Union 12.75%

U S E D  CARS:

B.M. B e hrends 15.5%

A l a s k a  Federal ! 13.5%

Bank of the N o r t h  13.0%

First N a ti o n a l  B a n k  of A n c ho r a g e  15.0%

N a t i o n a l  Bank of A l a s k a  17.0%

U n i t e d  B a n k  of A l a s k a  13.0%

A l a s k a  U S A  Fede r a l  Credit U n i o n  14.4%

A l a s k a  M u n i c i p a l  E m p l o ye e s  14.5%

Al a s k a  State E m p l o y e e s  Fede r al  14.0%

F e d e r al  Al a sk a  Fede r a l  Credit U nion 14.9%

N E W  BOATS:

I;
B.M. B e hr e n d s  t 13.75%

A l a s k a  Fede r a l  13.75%

B ank of the N o r t h  13.0%

F i r s t  N a t i o n a l  Bank  Of An c h o r a g e  15.0%

N a t i o n a l  Ban k  of A l a s k a  17.0%

U n i t e d  R a n k  of A l a s k a  13.0%

A l a s k a  U S A  Federal Credit U n i o n  14.4%

A l a s k a  M u n i c ip a l  E m p lo y e e s  14.5%

A l a s k a  State E m p lo y e e s  Federal 15.0%

F e d e r a l  A la s k a  Federal Credit U n i o n  14.5%

U S E D  BOATS:

B.M. B e h r en d s  13.75%

A l a s ka  Federal 13.75%

Bank of the N o r t h  13.0%



F irst N a t i o n a l  B a n k  Of A n c h o r ag e  

N a t i o n a l  Bank of A l a s k a  

U n i t e d  B ank of A l a s k a

A l a s k a  U S A  Fede r a l  Credit U n io n  

A l a s k a  M u n i c i p a l  E m p l o y e e s  

A l a s k a  State Em p l o y e e s  Federal 

F e d e r a l  A l a s k a  Fede r a l  Credit U nion

U N S E C U R E D  LOANS:

B.M. B e h r e n d s

A l a s k a  Federal 

Bank of the N o r t h  

F irst N a t i o n a l  B a n k  of A n c h o r a g e  

N a t i o n a l  Ba n k  of A l a s k a  

U n i t e d  B an k  of A l a s k a

A l a s k a  U S A  Fede ra l  Cr ed i t  U n i o n

A l a s k a  M u n i c i p a l  E m p l o y e e s  

Al a s k a  S tate E m p l o y e e s  Federal 

F eder a l  A l a s k a  Fede r a l Credit

14.4% 

14.5% 

15.0% 

14.5%

15.0%

17.0%

13.0%

17.0% u n d e r  $5,000 

13.75% over $5,000 

14.0%

13.0%

15.0%

17.0%

13.0%

15.0% on credit line 

15.4% all ot h e r s 

16.0%

19.0%

15.7%
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A L A S K A  C R E D I T  U N IO N  L EA G U E
2509 EIDE STREET, SUITE 4 

ANCHORAGE, ALASKA 99503 
(907) 278-4949

19 M arc h 1985
y

.tO . y

H o no r a b l e  Mi k e  M il l e r  

Behr en ds  Buil din g, R oom 220 

Pouch V 

June au,  A la s k a  99811

De a r  R e p r e s e n t a t i v e  Miller:

We are w r i t i n g  on beh al f  of both the federal and state c h a r t er ed  c r e d i t . u n i o n s  in 

Alaska. S ec ti o n  3 of H.B. 217 revise s AS 0 6 . &r  J60 (5)(A )(x i ). This a m e n d m e n t  would 

have the e f f e c t  of p ut ti n g  a 15% limit on loan, c ha rge d by state cred it unions.

We b e l i e v e  this wo uld  ha rm  o ur  two state c ha rt ere d i n st it ut i o n s as w e l l’ as ma ke  c r e d i t - 

less a v a i l a b l e  to the ir me mb er s .  Such a change wou ld put state cre dit  unio ns at a 

d i s a d v a n t a g e  w i th  banks and savin gs an d' l o a ns  as well as f e d e r a ll y  c h ar t e r e d Cre dit  
unions.

M e m b er s  of state ch ar te r e d  cr e d it  un ion s d es er ve  c o m p e t i t i v e  rates on t h eir  deposits.

It is n o t  p o ss ib l e  to pa y m a r k e t  rates on d e po s i t s  if there is an -artificial c ei li n g  

on loan rates.

We b el i e v e S e ct i o n  3 d i s c r i m i n a t e s  a g a in st  state c h a r t er ed  cr e d i t unions. To insure 

the v i a b i l i t y  of  the state c h a r t e r i n g  sys tem  for cre d i t  unions and to a l l o w  state 

c h ar te re d  c r e d i t  unions to be c o m p e t i t i v e  wi th  o th er  financial ins t i tu ti on s ,  we r equ est  

that S ec t i o n  3 o f . H . B . 217 be deleted.   . . ....

Chai r m a n

cc: R e p r e s e n t a t i v e s  Sund, G r u e n b e r g

T a ylo r, C lo ck sin , P et ty j o h n  and P hil lip s

Dav'crL. C h a t f i e l d  

G ov ernm ent al A f f a i r s  C o m m i tt ee

c e r e l y ,

f t
AFFILIATED WITH CREDIT UNION NATIONAL ASSOCIATION J  V ®



MEMBERS OF THE COMMITTEE

I think all of yo u  h a v e  had an o p p o r t u n i t y  to f a m i l i a r i z e  y o u r s e l f  w i t h  this 

bill. W e  have spoken to each of yo u  to e x p l a i n  the p r o v i s io n s  of and the

f
reasons for this legislation. T h e r e f o re ,  I w i l l  not addre s s  the bill 

specifically, but there are several g e n e r a l  poi n t s  I w o u l d  like to m a k e  w h i c h  

I think d e s e rv e  furt h e r  c l a r i f i c a t i o n  primarily, beca u s e  I think that some of 

the people and groups that have tes ti f i e d  in o p p o s i t i o n  to this l e g i s l a t i o n  

are per pe t u a t i n g  some m y t h s  and m i s c o n c e p t i o n s  a b o u t  the financial services 

industry.

A l t h o u g h  ve don't t hink of o u r s e l v e s  as grocers, the a n a l o g y  is a good  one, 

because there are a g reat deal of s i m i l ar i t i e s .  Lik e  the grocer, w e  buy a 

product, put a m a r k - u p  on it, and re sell it at a profit. Also, like the 

grocer, w e  have relati v e l y  low m a r g i n s  and d e p e n d  on h igh volume to m a k e  a 

fair return on ou r  a s s e t s  Ou r  product, howev e r ,  is m o n e y  and the price we 

pay for it and the price w e  get for it w h e n  we sell it is called the interest 

rate. N e v e r t h el e s s ,  the laws of su p p l y  and d em a n d  and other e c o n o m i c  ax io m s  

apply to us just like the grocer. If w e  ch a r g e  too m u c h  for our product we 

w o n  t sell any; if we ch a r g e too little for our product w e  w on't make a 

profit. Being a bank, a savings and loan, credit union, or other financial

l
i n s t it u t i o n  will not. .change this fact. In this respect, we are no d i f f e r e n t  

than thousands of b u si n e s s e s  large and small ac r os s  the country.

What makes us d i fferent today, in Alaska, is that un l i k e  the grocer, w h i l e  we 

must pay for our  inv en t o r y  at w h a t e v e r  the m a r k e t  rate is, there is a law on 

the books that says w e  cannot p rice ou r  p r o d u c t  accor d i n g l y .  In fact, there



are n u m erous laws in A l a s k a  w h i c h  control the p rice we can charge. Credit 

card rates are go v e r n e d  by one law, retail i ns t a l l m e n t sales by another, small 

c o m m e r c i a l  loans by a n o t h e r  and c o n s u m e r  finance by e v e n  another. It all adds 

up to a huge tangled c o n f u s i n g  mo r a s s  of laws w h i c h  bene f i t  no one.

I w o n d e r  wha t  the n e i g h b o r h o o d  g r o c e r  w o u l d  say if w e  s u d d e n l y  restr i c t e d  the 

price he could charge o n  a loaf of bread. He w o u l d  s c r e a m  bl o o d y murder. Hi 

would say his costs a r e n ' t  the same as the S a f e w a y  d o w n  the street, Safeway is 

more efficient, has v o l u m e  bu y i n g  power, and mor e  capital! S a f e w a y  m ight be 

m a k i n g  a profit on bread at the restr i c t e d  price, but the n e i g h b o r h o o d  gro c e r  

mi g h t  not b e c a u se  his costs are d i fferent. W h y  should ha have to charge the 

same price as Safeway? Indeed, what d i f f e r e n c e  doe s  it mak e  wha t  he charges 

for the bread. If it is too much, he w o n ' t  sell any, if its too little he 

-•on't m ake a profit. Ma r ke t  forces wil l d e t e r m i n e  his price.

Banks and other f i nancial i n s t i tu t i o n s  are no di f f e r e n t  than thousands of 

other bu si n e s s e s .  T h e y  sell a product at a p rice w h i c h  is d e t er m i n e d  by 

demand and competition. If the stat u t e says they can't sell at a fair price 

that wil l  cover cost, t h e n  e v e n t u a l l y  the m a r k e t  w il l  d r y  up. Th i s  is e x a ct l y  

what happened w h e n  the Fed i n st i t u t e d  tight cr e d i t  po l i c i e s  and d rove rates up 

in mi d-1981. M o r t g a g e  ^Lending and credit card lendi n g  v i r t u a l l y  came to a 

halt in m a n y  states. The u s ur y  c ei l i n g  in this case did n ' t  s erve to protect 

anyone, it o n l y  cut off their ac ce s s  to credit.

Wt.il, what  w i l l  hap p e n  it some of the r e g u l a ti o n s  such as u su r y  c e i l i n g s  are 

modified? I a m  sure that is a q u e s t i o n  on  e v e r y o n e ' s  m i n d  today. What has 

ha p p e n e d  in o ther i n d u st r i e s  that w e r e  d e r e g u l a t e d ?  H o w  about the airline



i n d u s t r y ?  Can anyone deny t h a t  d e r e g u l a t i o n  in  th a t  i n d u s t r y  wasn 't  

b e n e f i c i a l  to  A laskans?  A i r  t r a v e l  has neve r  been cheape r .  What about  the 

communicat ion i n d u s t r y ?  Long d i s t a n c e  c a l l s  a r e  sudden ly  becoming cheape r .  

Why? Because c om pe t i t i o n  i n s u r e s  the p r i c e  w i l l  remain f a i r .  No one has 

s a t i s f a c t o r i l y  e xp l a in ed  to  me why f i n a n c i a l  i n s t i t u t i o n s  a re  l o o k ed  a t  
d i f f e r e n t l y .  The laws o f  economics a r e n ' t  suspended j u s t  because the 

commodity we s e l l  i s  money. I  am he re  t o  t e l l  you t h a t  the laws o f  supp ly  and 

demand w i l l  c on t inu e  i n t o  the f u t u r e  and i n s t i t u t i o n s  w i l l  c on t inue  t o  compete 

as they  a lways have and t h i s  w i l l  p r o v id e  p o s i t i v e  b e n e f i t s  t o  a l l  A la s k an s .

Now, t h e r e  may be some peop le  t e s t i f y i n g  today  th a t  f i n a n c i a l  i n s t i t u t i o n s  a re  

not c om pe t i t i v e  and t h a t  r a t e s  w i l l  go up, i f  t h i s  l e g i s l a t i o n  i s  passed .
They even have s t u d i e s  which they  c l a im  suppo r t  t h i s  c o n t e n t i o n ,  j u s t  as we 

have s t u d i e s  which suppo r t  j u s t  the o p p o s i t e .

However,  I  d o n ' t  t h i n k  we need to  go much f u r t h e r  than ou r  own s t a t e  t o  prove 

o u r  p o i n t .  Under c u r r e n t  law ,  because o f  the "MOST FAVORED LENDER DOCTRINE", 

f i n a n c i a l  i n s t i t u t i o n s  can a c t u a l l y  charge any r a t e  they  want up to  24%. 'he 
"DOCTRINE" has the e f f e c t  o f  " o v e r r i d i n g "  many o f  the usu ry  c e i l i n g s  in

c u r r e n t  s t a t e  s t a t u t e .  I  d o n ' t  i n t e nd  he re  to  j u s t i f y  i t s  e x i s t e n c e --------  I

d i d n ' t  in v en t  i t  -  but i t  i s  p e r f e c t l y  l e g a l .  What i t  has done ,  however ,  i s
Ig i v e  you a g l impse  o f  what would happen i f  u su ry  c e i l i n g s  were l i f t e d  i n  t h i s  

s t a t e .  F r a n k l y ,  i t s  been the b ig g e s t  non -even t  i n  A la s k a .

A few banks have m od i f i ed  t h e i r  r a t e s  on l o a n s  where t h e i r  c o s t s  have exceeded

t h e i r  r e t u r n s .  But i n  o u r  bank the m a j o r i t y  o f  l o a n s  below $ 2 5 , 0 0 0 . 0 0  a re  

between 12% and 13%. I f  we cou ld  cha rge  24%, why a r e n ' t  we? S imp le  —  back

- 3 -



t o  the laws o f  economics .  Compe t i t i on  i s  what i s  keep ing r a t e s  where they  a re  

now and i t  i s  what w i l l  keep r a t e s  f a i r  i n  the f u t u r e .

How do we promote c om pe t i t i on ?  Aga in ,  the  answer i s  f a i r l y  c l e a r .  P r o v i d e  a

h e a l t h y  economic env ironment i n  which f i n a n c i a l  i n s t i t u t i o n s  can compete 
f r e e l y  w i thou t  a r t i f i c i a l  r e s t r i c t i o n s  and a t an g l e  o f  o b s o l e t e  laws which do 

no t p r o t e c t  anyone,  but c on fu se  and harm the consumer.

Remember, a v o t e  f o r  t h i s  l e g i s l a t i o n  i s  no t  a v o t e  to  r a i s e  i n t e r e s t  r a t e s .

I t  means you a r e  i n  f a v o r  o f  a system where p r i c e s  a r e  f a i r l y  de te rm ined by 

supp ly  and demand not  by government e d i c t .  Time and t ime aga in  th roughout  ou r
h i s t o r y ,  p r i c e  c o n t r o l s  have p roven t o  be a m is t a k e .

U n r e a l i s t i c  u su ry  c e i l i n g s  f o r c e  un regu l a te d  bo r rowers  to  s u b s i d i z e  the  c os t  

o f  l e n d in g  to  r e g u l a t e d  bo r rowers  and i t  c r e a t e s  the o p p o r t u n i t y  under some 

economic c o n d i t i o n s  f o r  c e r t a i n  c l a s s e s  o f  b o r rowe rs  to  be den ied access  to

c r e d i t .  I n  pass ing  on t h i s  l e g i s l a t i o n  today ,  you w i l l  b« h e lp in g  to
e s t a b l i s h  a t r u l y  f r e e  market f o r  e v e r y o n e ' s  b e n e f i t  -  not j u s t  f o r  the b ig

b o r r ow e r s ,  but f o r  the l i t t l e  bo r rowe r  t o o .

WHG/pra , Comments By:

Win Gruening, Vice President & Control lei 
’ The B. M. Behrends Bank

Juneau, Alaska 
April 9, 1985



MONEY MARKET OFFER RATES
(MONTHLY AVERAGE)

"Compiled Irom Federal Reserve Statistics

J F M A M J J # , S O M D J F M A W I J J A S O N O J F M A M J 4 A S O N D J F M A M J J A S O H D J F M A M J J A S O N D  
19 10  1911 19 52  1 9 5 3  1964

Lehman Brothers
Shearson Lehman/American Express Inc



.§ 06.15.250
single family 

tber improved
wo per cent of 
fit is made, or
• more than 80 
dly residence 
may make 95 
)es not exceed 
first payment 
it of the loan, 
d of trust, or 
-nt payments 
n within the 
a, the loan is 
iual to 20 per
0 do business 
ie amortized 
itution in an 
il acceptable
aent may be
1 one-to-four 
i  inside this 
ars from the
0 later than
f  the aggre- 
’ per cent of
1 Bank, 
mortgagees 
ions, trusts,

a leasehold
n 21 years; 
xcess o f 70
i within an 
' prescribe, 
am § 3 ch
* 1973; am

§ 0 6 .1 5 .3 5 0  B an k s  an d  F in a n c ia l In s t itu t io n s  3 0 6 .2 0 .0 1 0  

Article 4. General Powers of Mutual Banks.

Sec. 06.15.350. General powers. A  mutual bank

(1) shall have indefinite succession;
(2) may adopt and use a sea);
(3) may sue and be sued;
(4) may adopt, amend and repeal rules and regulations governing 

the manner in which its business may be conducted and the manner in 
which the powers vested in it may be exercised;

(5) may make and carry out contracts and agreements, provide bene­
fits to its personnel and take other action, as it considers necessary or 
desirable in the conduct of its business;

(6) may appoint and fix the compensation o f officers, attorneys, and 
employees desirable for the conduct o f its business, define their author­
ity and duties, delegate to them the powers the trustees determine, 
require bonds o f them as the trustees designate and fix their penalties 
and pay the premiums on the bonds;

(7) may acquire by purchase or lease real property or interest 
therein as the trustees consider necessary or desirable for the conduct 
o f its business, and sell, lease or otherwise dispose o f real property or 
interest therein;

(8) may exercise the powers o f a bank granted under the A laska 
Banking Code (AS 06.05.005 — 06.05.545); and

(9) may convert from a mutual bank to a capital stock bank under 
a plan approved by the department. (§ 15 a ch 132 SLA 1960; am § 3 
ch 47 SLA 1980)

E ffe ct o f am endm ents. — The 1980 amendment added paragraphs (8) and (9).
Chapter 20. Alaska Small Loans Act.Section 10. License required200. Advertising of misleading state­ments prohibited 230. Maximum interest permitted 250. Computation and payment of inter­est260. Charges prohibited 270. Requirements for making and pay­ment of loans 280. Maximum charge by licensee

Section285. Open-end loans 287. Credit insurance on open-end loans 290. Purchase of wages for S25.000 or less 300. Maximum charges by nonlicensee on loans310. Illegal interest rate 320. Civil and criminal penalties 330. Exemptions 900. Definitions
Sec. 06.20.010. License required.  A person may not engage in the 

business of making loans of money, credit, goods, or things in action in 
the amount or of the value of 525,000 or less and charge, contract for,



§ 06.20.200 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.20.230

or receive on the loan a greater rate o f interest, discount, or con­
sideration than the lender would be permitted by law to charge i f he 
were not a licensee under AS 06.20.010 —  06.20.920, except as autho­
rized by AS 06.20.010 —  06.20.920 and with,, ut first obtaining a license 
from the department. (§ 2 ch 73 SLA 1955; am § 5 ch 94 SLA 1969; am 
§ 23 ch 218 SLA 1976; am § 1 ch 71 SLA 1978; am § 1 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 for "55,000," and inserted "not" following amendment substituted "A” for "No” at "A  person may” near the beginning of the the beginning of the section and ”525,000" section.
Sec. 06.20.200. A dvertis ing o f  m isleading statements 

proh ib ited , (a) A person may not adveitise, print, display, publish, 
distribute, or broadcast or cause or permit to be advertised, printed, 
displayed, published, distributed, or broadcast, in any manner any 
statement or representation with regard to the rates, terms, or condi­
tions for the lending o f money, credit, goods, or things in ction in the 
amount or o f the value o f $25,000 or less, which is false, misleading, or 
deceptive. The department may order any licensee to desist from any 
conduct which it finds to be in violation o f this section.

(b) The department may require rates of charge stated by a licensee 
to be stated fu lly  and clearly in the manner considered necessary to 
prevent misunderstanding by prospective borrowers. (§ 13 ch 73 SLA 
1955; am § 5 ch 94 SLA 1969; am § 6 ch 71 SLA 1978; am § 2 ch 63 
SLA 1980)

E ffect o f am endm ents. — The 1980 the end of the firs., sentence, and inserted amendment, in subsection (a), suha^tuted "not" following "A person may” near the "A ” for "No" at the beginning of the sub- beginning of the subsection, section, and "525,000” for "55,000” near
Sec. 06.20.230. Maximum in terest perm itted , (a) A licensee may 

lend any sum of money not exceeding $25,000 and may charge, contract 
for, and receive on the loan interest at a rate not exceeding three 
percent a month on that part o f the unpaid principal balance o f a loan 
not in excess o f $850; two pt _*nt a month on the unpaid principal 
balance exceeding $850 but n jt  exceeding $10,000; and at a rate agreed 
by contract on the remainder o f any unpaid principal ba'ance 
exceeding $10,000 but not exceedii.T $25,000.

(b) Notwithstanding the provision.* o f (a) o f this section, a' licensee 
who makes open-end loans under this chapter may charge, contract fcr, 
and receive interest at a rate not exceeding three pe^ent a month o: 
that part o f the unpaid principal balance o f a loan not in excess o f $850; 
two percent a month on the unoaid principal balance exceeding $850 
but not exceeding $10,000; and at a. rate agru u by contract on the 
remainder o f any unpaid principal balance exceeding $10,000 but not 
exceeding $25,000.
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§ 06.20,250 B a n k s  a n d  F in a n c ia l  In s t it u t io n s § 06.20.250

(c) Interest on loans under (b) of this section shall be computed 
according to the actuarial method on the entire unpaid principal bal­
ance as determined in AS 06.20.285(b). (§ 16(a) ch 73 SLA 1955; am 
§ 5 ch 94 SLA 1969; am § 7 ch 71 SLA 1978; am * 2 ch 84 SLA 1979; 
am § 3 ch 63 SLA 1980; am §§ 1, 2 ch 99 SLA 19&2?

E ffect o f am endm ents. — The 1979 amendment added subsection (b).The 1980 amendment, in subsection (a), substituted "$25,000" for "$5,000" twice; in t jbsection (b), inserted "or who makes a loan under this chapter exceeding S5.000 but not exceeding $25,000" and "the greater o r , restructured the subsection into the present introductory paragraph and paragraphs (1) anil (2), added "or” following "a month" in paragraph (1), added the provisions of paragraph (2); designated the provisions beginning "Interest on loans" as subsection (c), added "Interest on loans under (b) of this section shall be", and inserted "entire" preceding "unpaid principal” in subsection (c).The 1982 amendment, in subsection (a), substituted "5850" for "5500” and "510,000” for "51,000” in two places each and "at a rate agreed by contract" for "one percent a month" and deleted "remainder of any” preceding "unpaid principal bal­ance exceeding 5850," and deleted the

former second sentence, which Onloans the principal of which is 550 or less a licensee may charge, contract and receive interest at a rate not exceeding five percent a month.” In subsection (b), the amendment substituted the language beginning "may charge, contract for, and receive interest” and ending "at a rate agreed by contract on the remainder of any unpaid principal balance exceeding 510,000” for "or who makes a loan under this chapter exceeding $5,000” and deleted from the t d of the subsection "may elect to charge, contract for, and receive interest 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 Dis­trict on the first day of the month before the calendar' quarter during which the loan is made.” •
Sec. 06.20.250. Computation and payment of interest, (a) Inter­

est shall not be paid, deducted, or received in advance. Except for 
open-end loans made under AS 06.20.285, interest shail be computed 
and paid only on unpaid principal balances and shall not be com­
pounded; however, if part or all of the consideration for a loan contract 
is the unpaid principal balance of a prior loan, the principal amount 
payable under the loan contract may include any unpaid charges on the 
prior loan which have accrued within 60 days before the making of the 
loan contract. The maximum interest permitted on loans made under 
AS 06.20.010 —  06.20.920 shall be computed on the basis of the number 
of days actually elapsed. For the purpose of these computations a 
month is any period of 30 consecutive days.
(b) A  Mcen3ee may compute interest for a loan as provided in AS

06.20.010 —  06.20.920 on an interest-bearing or actuarial basis either 
at the rates stated in AS 06.20.230 or at the single annual percentage 
rate that would earn the same finance ch urge as the rates stated in AS 
06.20.230 when the debt is paid according to the agreed terms and the 
calculations made according to the actuarial method.
(c) Except for open-end loans under AS 06.20.285, a licensee may not 

enter into any contract for a loan that provides for a scheduled 
repayment of principal over more than the maximum terms set out 
below opposite the respective size of loans.
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Principal amount of loan to Maximum term
$1,000 ................................  24 and Vs months
Over $1,000 to $2,500   48 and Vs months
Over $2,500 to $5,000   60 and Vs months
Over $5,000 to $25,000 ................. as agreed to by

the parties

§ 06.20.260 t 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

(§ 16(c) ch 73 SLA 1955; am § 8 ch 71 SLA 1978; am §§ 3,4 ch 84 SLA 
1979; am § 4 ch 63 SLA 1980)

Effect o f am endm ents. — The 1979 amendment added "Except for open-end loans made under A S 06.20.285" at the beginning of the second sentence of subsec­tion (a) and "Except for open-end loans under A S 06.20.285” at the beginning of subsection (c).The 1980 amendment, in subsection (c),

substituted "a" for "no” preceding "licensee” near *.he beginning of the sub­section, inserted "not" following "licensee may" near the beginning of the subsection, added the provisions of the last line of both columns of the loan repayment terms beginning "Cver 55,000" and ending "as agieed to by the pcrties."
Sec. 06.20.260. Charges prohibited, (a) No further or other 

charge or amount for any examination, service, brokerage commission, 
expense, fee, or bonus or other thing or otherwise shall be directly or 
indirectly charged, contracted for or received except
(1) lawful fees actually paid out by the licensee to a public officer for 

filing, recording, or releasing any instrument securing the loan, or for 
transferring certificate of title to a motor vehicle securing the lien or 
noting a lien on that certificate;
(2) premiums actually paid out for insurance on any one or combina­

tion of the following: pledged property of the borrower, credit life insur­
ance on the life of one or more borrowers, or credit disability insurance 
to provide indemnity for payments becoming due on the indebtedness;
(3) taxable costs and expenses to which the licensee becomes entitled 

under general law in any court proceedings to collect a loan or to realize 
on the security after default;
(4) [Repealed, § 16 ch 71 SLA 1978.]
(5) reasonable fees paid by ft licensee for appraisals, surveys, and 

title insurance or reports if the loan is secured by an interest in real 
estate.
(6) a late payment fee of not more than 10 percent of the payment 

that is due or $15, whichever is less.
(b) A  licensee may collect the charges permitted under (a) of this 

section at the time when the loan is made or at any time thereafter. If 
any interest, consideration or charges in excess of those permitted by 
AS 06.20.230 are charged, contracted for or received, except as the 
result of an accidental and bona fide error in computation, the contract 
of loan is modified as follows: all interest, consideration or charges 
involved are voided and a like amount credited to the debtor on the 
principal of the loan. If the unpaid principal is less than the total of the 
inte. est. consideration and charges, t!. difference shall be refunded by



the lender to the borrower. (8 16(d) ch 73 SLA 1955; am §§ 9,16 ch 71 
SLA 1978; am 8 5 ch 84 SLA 1979; am 8 3 ch 99 SLA 1982)

E ffect o f am endm ents. — The 1979 The 1982 amendment added paragraph amendment added paragraph (51 to sub- (6) to subsection (a), section (a).
Sec. 06.20.270. Requirements for making and payment of 

loans. Except as provided in AS 06.20.285 for open-end loans, every 
licensee shall
(1) deliver to the borrower at the time a loan is made a statement 

containing a printed copy of AS 06.20.230 —  06.20.260 in the English 
language and showing in clear and distinct terms the amount and date 
of the loan and its maturity, the nature of the v urity, if any, for the 
loan, the name and address of the borrower and the licensee, and the 
agreed rate of charge;
(2) give to the borrower i. plain and complete receipt for all 

payments made on account of the loan at the time payments are made, 
specifying the amount applied to interest and the amount, if any, 
applied to principal, and stating the unpaid principal balance, if any, 
of the loan;
(3) permit payment to be made in advance in any amount on a 

contract of loan at any time, but the licensee may apply the advance 
payment first to all interest in full at the agreed rate up to the date of 
payment;
(4) upon repayment of the loan in full, mark indelibly every obli­

gation and security signed by the borrower with the word "Paid” or 
"Cancelled,” and release any mortgage, restore any pledge, cancel and 
return any note, and cancel and return any assignment given to the 
licensee by the borrower;
(5) display prominently in each licensed place of business a full and 

accurate schedule, approved by the department, of the charges to be 
made and the method of computing them. (8 17 ch 73 SLA 1955; am § 6 
ch 84 SLA 1979)

E ffect o f am euuinents. — The lb'79 A S 06.20.285 for open-end loans" to the amendment added "Except as provided in beginning of the section.
Sec. 0 6 .2 0 .2 8 0 . Maximum charge by licensee. A  licensee may not 

directly or indirectly charge, contract for, or receive any interest, 
discount, or consideration greater than that which he would be 
permitted by law to charge if he were not a licensee under AS 06.20.010 
—  06.20.920, upon the loan, use or forbearance of money, goods, or 
things in action, or upon the loan, use, or sale of credit, of the amount 
or value of more than 825,000. This section applies to any licensee who 
permits anv person, as borrower or endorser, guarantor, or surety for 
any borrower, or otherwise, to owe directly or contingently or both to

§ 06.20.270 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.20.280
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§ 06.20.285 A l a s k a  S t a t u t e s  S u p p le m e n t  § 06.20.285

the licensee at any time a sum of more than $25,000 on principal. (§ 18 
ch 73 SLA 1955; am § 5 ch 94 SLA 1969; am § 10 ch 71 SLA 1973; am 
§ 5 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 tion, and inserted "not” following "A amendment substituted "A" for "No” at licensee may” near the beginning of the the beginning of the section, "S25.000" for section."55,000" twice where it appears in the sec-
Sec. 06.20.285. Open-end loans, (a) A  licensee may make 

open-end loans not exceeding an aggregate total of $25,000 and may 
contract for and receive interest on open-end loans as provided in AS 
06.20.230, and for other charges permitted under AS 06.20.010 —
06.20,920. Interest on open-end loans may be computed daily or 
monthly on the unpaid principal balance or the average unpaid prin­
cipal balance if the interest charged as a result of these computations 
does not exceed the rates stated in AS 06.20.230 when the interest is 
computed according to the interest-bearing or actuarial method.
(b) Tie billing cycle fo” ""m-end loans is monthly, and the unpaid 

principal balance on a certain day is computed by adding to the balance 
unpaid on the beginning of that day, or the avi>r?.ge unpaid daily 
balance for that billing cycle, all advances and other permissible 
amounts charged to the borrower and deducting all payments and 
other credits made or received that day.
(c) A  licensee may secure ti. ' payment of an open-end loan in the 

same manneras other loans under AS 06;20.010 —  06.20.920 may be 
secured.
(d) The licensee shall deliver a copy of the open-end loan agreement 

to the borrower at the time the open-end loan account is opened. The 
open-end loan agreement must contain the name and address of the 
licensee and the borrowe • and must contain disclosures of finance 
charge:, and agreed terms as may be required by regulations adopted 
by the department and the Board of Governors of the Federal Reserve 
System.
(e) At the end of each billing cycle in which there is an outstanding 

balance in the account for which a finance charge is imposed, the 
licensee shall deliver to the borrower a statement in the form required 
by regulations adopted by the department and the Board of Governors 
of the Federal Reserve System. This subsection does not apply to 
accounts which the licensee considers uncollectible or for which an 
ac‘mn to collect past due amounts has been filed. (§ 1 ch 84 SL/v 1979; 
am 9 6 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 "510.000” near the beginning of subsection amendment substituted "525,000” for (a).
14



Sec. 06.20.287. Credit insurance on open-end loans, (a) A
licensee may obtain credit life, credit disability, and property insur­
ance on open-end loans under AS 06.20.010 —  06.20.920. The credit life 
and credit disability insurance obtained by a licensee shall satisfy the 
requirements of AS 21.57.010 —  21.57.170. The property insurance 
obtained by a licensee shall satisfy the requirements of AS 21.39.010 
—  21.39.180 and AS 21.42.010 —  21.42.370. The licensee shall comply 
with'AS 21.36.160 and 21.36.165 during all transactions with 
borrowers involving credit life, credit disability and property insur­
ance.
(b) The licensee shall calculate the charge for credit life or disability 

insurance in each billing cycle by adding to the unpaid balance in the 
borrower’s account the current monthly premium rate for the coverage 
required at the rate set under AS 21.57.010 —  21.57.170, using the 
method specified in the loan agreement for determining the unpaid 
balance.
(c) A  licensee may not cancel credit life or disability insurance 

obtained for an open-end loan if the borrower is delinquent in paying 
his monthly installments unless an installment is delinquent for 90 
days or longer. The licensee shall advance to the insurer amounts 
necessary to keep the policy in force until the 90-day delinquency 
period has elapsed, and the borrower’s account may be charged for the 
amounts advanced to the insurer. (§ 1 ch 84 SLA 1979)

Sec. 06.20.290. Purchase of wages for $25,000 or lesj. For 
purposes of AS 06.20.010 —  06.20.920, the payment of $25,000 or less 
in money, credit, goods, or things in action, as consideration for the sale 
or assignment of, or order for, the payment of wages, salary, 
commissions, or other compensation for services whether earned or to 
be earned is considered a loan, and the difference between the payment 
and the amount of the compensation sold or assigned is considered 
interest or a charge upon the loan from the date of payment to the date 
‘he compensation is payable. Such a transaction is go/emed by AS
06.20.010 —  06.20.920. (§ 19 ch 73 SLA 1955; am § 5 ch 94 SLA 1969; 
am § 11 ch 71 SLA 1978; am § 7 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 payment and the amount of the compensa- amendment substituted "S25,000" for tion sold or assigned", and inserted "a” "55,000", and inserted "is considered a following "Such" at the beginning of the loan, and the difference between the second sentence.
Sec. 06.20.300. Maximum charges by nonlicensee on loans, (a) 

Except as authorized in AS 06.20.010 —  06.20.920, a person may not 
directly or indirectly charge, contract for, or receive any interest, 
discount, or consideration greater than that which he would be 
permitted by law to charge if he were not a licensee, upon the loan, use, 
or forbearance of money, goods, or things in action, or upon the loan, 
use, or sale of credit of the amount or value of $25,000 or less.

§ 06.20.287 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.20.300
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§ 06.20.310 A la s k a  S t a t u t e s  S u p p le m e n t  § 06.20.320

(b) The provisions of (a) of this section apply to any person who, by 
any device, subterfuge or pretense whatsoever charges, contracts for or 
receives greater interest, consideration or charges than are authorized 
by AS 06.20.010 —  06.20.920. (§ 20(a) (b) ch 73 SLA 1955; am § 5 ch 
94 SLA 1969; am § 12 ch 71 SLA 1978; am § 8 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 for "35,000", and inserted "not” following amendment, in subsection (a), substituted "a person may” near the beginning of the "a” for "no" preceding ’person" near the subsection, beginning of the subsection, and "325,000"
Sec. 06.20.316. Illegal interest rate. No loan of the amount or 

value of 525,000 or less for which a greater rate of interest, con­
sideration or charge than is permitted by AS 06.20.010 —  06.20.920 
has been charged, contracted for or received, wherever made, may be 
enforced in the state, and every person participating in such a loan in 
the state is subject to AS 06.20.010 —  06.20.920. This section does not 
apply to loans legally made in any state or territory of the United 
States which has in effect a regulatory small loan law similar in prin­
ciple to AS 06.20.010 —  06.20.920. (?• 20(c) ch 73 SLA 1955; am § 5 ch 
94 SLA 1969; am § 13 ch 71 SLA 1978; am § 9 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 amendment substituted "325,000" for "S5.000."
Sec. 06.20.320. Civil and criminal penalties, (a) A licensee or 

lender who, in the making or collection of a loan contract, does any act 
which violates AS 06.20.230 —  06.20.260 or 06.20.280 —  06.20.310 
shall at the option of the commissioner reimburse the portion of the 
interest and charges in excess of that provided in those sections, or, in 
the case of repeated violations of those sections by the licensee, the 
commissioner may, upon a hearing, require the licensee to adjust the 
loan contract interest or other charges down to the contract interest 
limitation specified in AS 45.45.010(a).
(b) Any person, copartnership, association, or corporation, and its 

members, officers, directors, agents, and employees, who violates or 
participates in a violation of the provisions of AS 06.20.010, 06.20.180 
—  06.20.200, 06.20.230 —  06.20.290, 06.20.300 or 06.20.310 is guilty 
of a misdemeanor.
(c) If a penalty for failure to comply with financing disclosure 

requirements under regulations adopted by the Board of Governors of 
the Federal Reserve System is imposed by the federal authorities, the 
department may not impose a civil penalty under this section for the 
same act or omission. (§ 21 ch 73 SLA 1955; am § 14 ch 71 SLA 1978; 
am § 7 ch 84 SLA 1979)
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§ 06.20.330 B an k s  an d  F in a n c ia l In s t itu t io n s  § 06.20.900E ffect o f am endm ents. — The 1979 amendment added subsection (c).
Sec. 06.20.330. Exemptions, (a) AS 06.20.010 —  06.20.920 does 

not apply to any person doing business under and as permitted by any 
law of the state or of the United States relating to banks, savings 
banks, trust companies, building and loan associations, or credit 
unions.
(b) AS 06.20.010 —  06.20.920 does not apply to individual loans by 

pawnbrokers or loan shops where separate and individual loans do not 
exceed $200. (§ 22 ch 73 SLA 1955; am § 1 ch 49 SLA 1981)

E ffect o f am endm ents. — The 1981 or loan shops where separate and individ- amendment added subsection (b) and in ual loans do not exceed the sum of S100" subsection (a), added "or” preceding following "credit unions.”"credit unions" and deleted "pawnbrokers
Sec. 06.20.900. Definitions. As used i‘ AS 06.20.010 —  06.20.920, 

unless the context otherwise requires,
(1) "commissioner” means the commissioner of commerce and eco­

nomic development or his designee;
(2) "department” means the Department of Commerce and Eco­

nomic Development.
(3) "open-end loan” means a loan made by a licensee under this 

chapter under an agreement between the licensee and a borrower 
which provides that
(A) the borrower may obtain advances of money from the licensee 

from time to time or the licensee may advance money on behalf of the 
borrov/er from time to time as directed by the borrower;
(B) the amount of each advance and interest and charges will be 

added to the borrower’s open-end loan account and payments "nd other 
credits are deducted from that account;
(C) interest will be computed on the unpaid principal balance or the 

average unpaid principal balance of the open-end loan account;
(D) the borrower may pay all or any part of the unpaid principal 

balance of his open-end loan account or, if the account is not in default, 
in monthly installments of fixed amounts as provided in the loan 
agreement; and
(E) the agreement covers open-end loans under AS 06.20.010 —

06.20.920. (§ 15 ch 71 SLA 1978; am § 8 ch 84 SLA 1979)

E ffect o f am endm ents. — The 1979 amendment added paragraph (3).
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§ 06.35.030 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 § 06.35.050Cross references. — For applicability of 1964 Act, see note to A S 06.35.010. For effect of 5 1, ch. 14, SLA 1961, on Rule 4 of the Rules of Civil Procedure, see note to AS 06.35.010.

<9

Sec. 06.35.030. Procedure for court accounting. When an 
accounting of a common trust fund is presented to the superior court 
under § 20 of this chapter for approval, the court shall assign a time 
and place for hearing and order notice of the hearing by (1) publication 
once a week for three weeks, the first publication to be not less than 
20 days before the date of the hearing, of a notice in a newspaper having 
a circulation in the judicial district in which the bank or trust company 
or branch thereof operating the common trust fund is located; (2) mailing 
not less than 14 days before the date of the hearing a copy of the notice 
to all beneficiaries of the trusts participating in the common trust 
fund whose names are known to the bank or trust c. mpany from the 
records kept by it in the regular course of business in the admin­
istration of the participating trusts, directed to them at the 
addresses shown by the records; and (3) such further notice as the 
court may order. (§ 1 ch 14 SLA 1964)Cross references. — For applicability of 1964 Act, see note to AS 06.35.010. For effect of § 1, ch. 14, SLA  1964, on Rule 4 of the Rules of Civil Procedure, see note to AS 06.35.010.
Sec. 06.35.040. Uniformity of interpretation. This chapter shall be 

so interpreted and construed as to effectuate its general purpose to 
make uniform the law of those states which enact it. (§ 1 ch 14 SLA 1964)Cross references. — For applicability of 1964 Act; 3Pe note to A S 06.35.010. For effect of 5 1, ch. 44, SLA  1964, on Rule 4 of the Rules of Civil Procedure, see note to AS 06.35.010.
Sec. 06.35.050. Short title. This chapter may be cited as the Uniform 

Common Trust Fund Act. (§ 1 ch 14 SLA 1964)Cross references. — For applicability of 1964 Act, see note to A S 06.35.010. For effect of § 1, ch. 44, SLA  1964, on Rule 4 of the Rules of Civil Procedure, see note to A S 06.35.010.
Chapter 40. Premium Financing Act.

Article1. Licensing (§§ 06.40.010 — 06.40.080)2. Operations (§§ 06.40.090 — 06.40.150)3. General Provisions (§§ 06.40.160 — 06.40.190)

m

Editor’s note. — Section 3, ch. 170. SLA  1978, provides: “The provisions of this Act do not void a lawful contract entered into before the effective [October 15, 1978].' date a this Act
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§ 06.40.010 A la sk a  Sta tu tes § 06.40.030

Article 1. Licensing.Section Section10. License required 50. Application for license; fee20. Applicability 60. Place of business30. Bond 70. Investigation: Qualifications for license•10. Annual license fee 80. Revocation and suspension of license
Sec. 06.40.010. License required. Except as provided in § 20 of this 

chapter, no person may engage in the business of entering into premium 
finance agreements on insurance sold in this state or risks located in this 
state, either directly or indirectly, or otherwise act as a premium finance 
company in this state without being licensed by the department. (§ 1 ch 
170 SLA 1978)

Sec. 06.40.020. Applicability. This chapter does not apply to

(1) any insurer authorized to transact business in this state with 
respect to premiums on policies which the insurer issues;

(2) any bank, trust company, savings association, or other financial 
institution subject to the other chapters of this title and authorized to 
transact business in this state that does not possess or acquire any right, 
title or interest with respect to the insurance policy for which the 
premiums are financed other than in the proceeds of it in the event of 
loss;

(3) the inclusion of a charge for insurance in connection with an 
installment sale in accordance with AS 45.10; and

(4) persons licensed under AS 21.27 financing only their own accounts 
if they are in compliance with AS 21.36.122. (§ 1 ch 170 SLA 1978)

Sec. 06.40.030. Bond, (a) The applicant shall file with the application 
a bond to be approved by the department in which the applicant shall 
be the obligor, in the sum of 55,000 with one or more sureties. The bond 
shall be for the use of the state and any person who may hav- a cause 
of action against the obligor under this chapter. The bond shall state that 
the obligor will faithfully conform to and abide by the provisions of this 
chapter and of all regulations lawfully made by the department, and will 
pay to the state and to any person all money that may become due or 
owing to the state or to the person from the applicant under this chapter. 
The aggregate liability of the surety for all breaches of the bond 
condition may not exceed the penal sum of the bond, and the bond may 
be cancelled by the surety on 30 days notice to the commissioner. .

(b) If at any time the commissioner finds that the bond is 
unsatisfactory for any reason, he may require the licensee to file, within 
10 days after the receipt of a written demand for it, an additional bond 
complying with the provisions of (a) of this section. (§ 1 ch 170 SLA 1978)
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Sec. 06.10.040. Annual license fee. On or before December 20 of each 
year, each licensee shall pay a fee of S200 to the department as an annual 
license fee for the next succeeding calendar year. At that same time the 
licensee shall file with the department a new bond which complies with 
§ 30 of this chapter. (§ 1 ch 170 SLA 1978)

Sec. 06.40.050. Application for license; fee. (a) Application for a 
license under this chapter shall be in writing and in the form prescribed 
by the department
(b) All reasonable investigation expenses incurred by the department 

in processing an application for approval of a proposed premium finance 
company shall be charged to and paid by the applicant in accordance with 
AS 06.01.010. At the time of submitting the application to the 
departmr;ul, the applicant shall pay to the department $500 in partial 
payment of the investigation expenses incurred by the department. If 
the investigation expenses incurred by the department do not exceed 
$500, the remainder shall be promptly refunded to the applicant
(c) The person to whom the license may be or is issued shall file sworn 

answers to interrogatories required by the commissioner. The 
commissioner shall have authority, at any time, to require the licensee 
fully to disclose the ide itity of all directors, partners, officers and 
managerial employees, am1 he may, in his discretion, refuse to issue or 
continue a license in the name of any firm or corporation if he determines 
that any officer, employee, stockholder or partner of the firm or 
corporation who may materially influence the licensee's conduct does 
not meet the requirements of this chapter.
(d) All premium finance licenses shall continue in force until 

suspended or revoked, subject to the payment by the licensee of the 
annual license fee and to the licensee being in compliance with other 
provisions of this chapter. (§ 1 ch 170 SLA 1978)

Sec. 06.40.060. Place of business, (a) A  licensee may maintain only 
one place of business under his license. The department may issue more 
than one license to the same licensee upon application and compliance 
by the licensee with the provisions of this chapter governing the original 
issuance of a license.
(b) Whenever a licensee changes his place of business to another 

location, he shall give written notice to the department. The department 
shall attach the written notice of the change to the license together with 
the date. Thereafter, the licensee may operate the business under the 
license at the new location. (§ 1 ch 170 SLA 1978)

Sec. 06.40.070. Investigation: Qualifications for license, (a) Upon 
the filing of an application and payment of the investigation fee specified 
in § 50(b) of this chapter, the commissioner shall conduct an 
investigation of an applicant and shall issue a premium finance company 
license if the applicant meets the requirements of this chapter. If the 
commissic“'er does not so find, he shall, within 30 days after he has
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received the application, at the request o f the applicant, give the 
applicant a fu ll hearing.

(b) The commissioner shall issue a license to an applicant when he is 
satisfied that the applicant

(1) is competent and trustworthy and intends to act in good faith in 
the capacity involved by the license applied for;

(2) has a good business reputation and has had experience, training, 
or education so as to be qualified in the business fo r which the license 
is applied; and

(3) i f a corporation, is a corporation incorporated under the laws of 
this state or a foreign corpc a . ion authorized to transact business in this 
state. (§ 1 ch 170 SLA 1978)

Sec. 06.40.080. Revocation and suspension o f license. The
commissioner may revoke or suspend the license o f any licensee when, 
upon completion o f an investigation, the commissioner determines that

(1) the license issued to the company was obtained by fraud;
(2) there was misrepresentation in the application fo r the license;
(3) the holder o f the license has otherwise shown himself 

untrustworthy or incompetent to act as a premium finance company; or
(4) the licensee has violated any o f the provisions o f this chapter. (§ 1 

ch 170 SLA 1978)

Article 2. Operations.Section . Section .90. Advertising of misleading statements 120. Maximum interest permitted;prohibited; disclosure of interest Prepayment, refund100. Record keeping; examination of 130. Delinquency chargerecords 140. Cancellation of policy; requirements110. Contents of premium finance 150. Return of unearned premiums agreement
Sec. 06.40.090. Advertising o f misleading statements prohibited; 

disclosure o f in terest (a) No person may advertise, print, display, 
publish, distribute, o r broadcast or cause or permit to be advertised, 
printed, displayed, published, distributed, or broadcast, in any manner, 
any statement or representation with regard to the rates, terms, or 
conditions fo r the lending o f money, credit, goods, or things in action 
which is false, misleading, or deceptive.

(b) The licensee or lender shall state the interest rate char^ ,J  in a 
premium finance agreement fu lly and clearly as an annual percentage 
rate. (§ i  ch 170 3 LA 1978)

Sec. 06.40.100. Record keeping; examination o f records, (a) Every 
licensee shall maintain records o f its premium finance transactions, 
including the insurance agents through which the licensee provides 
loans to residents o f this state and the records shall be open to 
examination and investigation by the commissioner at the office o f the
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licensee. All records pertaining to insurance contracts financed by 
Alaska residents shall be maintained or readily available in the licensee’s 
office. The commissioner may, at any reasonable time, require the 
licensee to bring records pertaining to premium finance agreements to 
his office fo r examination. The expenses incurred by the department in 
conducting an examination shall be charged to and paid by the licensee 
in accordance with AS 06.01.010.

(b) Every licensee shall f  eserve its records o f premium finance 
transactions, including card, used in a card system, for at least three 
years after making the final entry relating to any premium finance 
agreement. The preservation o f records in photographic form 
constitutes compliance with this requirement

(c) Each licensee shall, on or before March 15 o f each year, a 
report with the department containing information as the department 
may reasonably require concerning the business and operations during 
the preceding calendar year o f each licensed place o f business conducted 
by the licensee. The report shall be made under oath, shall be in the fo rir 
prescribed by the department, and shall be kept available as a public 
record. (§ 1 ch 170 SLA 1978)
Sec. 06.40.110. Consents of premium finance agreement (a) A

premium finance agreement shall
(1) be dated, signed by the borrower, and the printed portion o f it shall 

be in at least eight-point type;
(2) contain the name and place o f business o f the insurance agent 

negotiating the related insurance policy, the name and residence or the 
place o f business o f the borrower as specified by him, the name and place 
o f business o f the licensee to which payments are to be made, an 
identification o f the insurance policy involved and the amount o f the 
premium charged fo r it; and

(3) set out the following items where applicable:
(A) the total amount o f the premiums;
(B) the amount or the down payment;
(C) the principal balance (the difference between (A) and (B) o f this 

paragraph);
(D) the annual percentage rate o f interest; and
(E) the number o f payments required, the amount o f each payment 

expressed in dollars, and the due date or period o f it.
(b) The items set out in (a)(3) o f this section need not be stated in the 

sequence or order in which they appear in (a) o f this section, and 
additional items may be included to explain the computations made in 
determining the amount to be paid by the insured.

(c) The rer lyment schedule relating to dwelling fire, homeowner, 
private passenger automobile, boats not used fo r commercial purposes, 
owner-occupied mobile homes, and fire insurance policies covering 
owner-occupied multiple unit dwellings fo r four families or less shall be 
such that the total amount due the licensee at any time does not exceed
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the unearned premium on the policy being financed at that time. No 
deficiency balance may be established or collected from the borrower. 
This section does not preclude the licensee f* 'm establishing or 
collecting a deficiency balance to the extent the insurer offsets unearned 
premiums on the policy financed by premiums earned by reason of 
endorsements to that same policy not paid fo r by the insured or financed 
by the licensee.

(d) The licensee or the insurance agent shall deliver to the borrower, 
or mail to him at his address shown in the agreement, a complete copy 
o f the agreement. (§ 1 ch 170 SLA 1978)

Sec. 06.40.120. Maximum interest permitted: Prepayment, refund,
(a) A premium finance company may not charge, contract for, receive, 
or collect a service charge other than as permitted by this chapter.

(t ) The service charge is to be computed on the balance o f the 
premiums due, after substracting the down payment made by the 
borrower in accordance with the premium finance agreement, from the 
effective date o f the insurance coverage, fo r which the premiums are 
being advanced, to and including the date when the final payment o f the 
premium finance agreement is payable.

(c) The service charge may not exceed interest at the nominal annual 
rate o f 15 per cent plus an additional charge o f $10 per premium finance 
agreement which need not be refunded upon cancellation or prepayment. 
However, any borrower may prepay his premium finance agreement in 
fu ll at any time before the due date of the final payment and in that event 
the unearned service charge shall be refunded. The amount o f any 
refund shall be calculated in accordance with regulations adopted by the 
commissioner. (§ 1 ch 170 SLA 1978)

Sec. 06.40.130. Delinquency charge, (a) A premium finance 
agreement may provide fo r the payment by the borrower o f a 
delinquency charge fo r any payment that is in default fo r a period o f 
10 days or more. The charge may be made fo r each month or fraction 
o f a month that the payment is in default. The amount o f the charge 
may be a minimum o f $1 and as a maximum shall be subject to t.l 
following limits:

(1) fo r delinquent payments o f less than $250, five per cent o f the 
layment or $5, whichever is less; or
(21 fo r delinquent payments o f $250 or more, two per cent o f the 

payment.
(b) A borrower may at hL option separate the financing o f the 

premiums fo r one insurance policy from a premium finance agreement 
by requesting in writing that the premium finance company provide that 
service and by paying a $10 separate charge. (§ 1 ch 170 SLA 1978)

Sec. 06.40.140. Cancellation o f policy; requirements, (a) When a 
premium finance agreement contains a power o f attorney enabling the 
licensee to cancel the insurance policy listed in the agreement, the
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insurance policy may not be cancelled by the licensee unless the 
cancellation is effectuated in accordance with this section.

(b) The licensee shall give not less than 10 days written notice to the 
borrower, by mailing by certified mail or documented by an affidavit o f 
mailing, o f the licensee’s intent to cancel the insurant jlicy unless the 
default is cured within that 10-day period. A copy of the notice shall also 
be mailed by certified mail or documented by an affidavit o f mailing to 
the insurance agent indicated on the premium finance agreement.

(c) After expiration o f the 10-day period specified in (b) o f this section, 
the licensee may, in the name o f the borrower, cancel the insurance 
policy by mailing by certified mail or documented by an affidavit o f 
mailing to the insurer a notice o f cancellation. The insurance policy shall 
be cancelled as i f  the notice o f cancellation had bee.i submitted by the 
borrower himself, but without requiring the return o f the insurance 
policy. The licensee shall also mail by certified mail or documented by 
an affidavit o f mailing a notice o f cancellation to the borrower at his 
last-known address and to the insurance agent indicated on the premium 
finance agreement.

(d) All statutory, regulatory and contractual restrictions providing 
that the insurance policy may not be cancelled unless notice is given to 
a governmental agency, mortgagee, o r other third party shall apply 
where cancellation is effected under the provisions o f this section. The 
insurer shall give the prescribed notice on behalf o f itself o r the 
borrower to any governmental agency, mortgagee, or other third party 
on or before the fifth  business day after the day it receives the notice 
o f cancellation from  the licensee and shall determine the effective date 
o f cancellation taking into consideration the number of days' notice 
required to complete the cancellation. (§ 1 ch 170 SLA 1978)

Sec. 06.40.150. Return o f unearned premiums, (a) Whenever a 
financed insurance policy is cancelled and provided the insurer has been 
notified of the assignment o f interest o f the insured to the licensee, the 
insurer within 60 days o f the effective date o f cancellation shall take 
such steps as are necessary to have any gross u; earned premiums 
that are due under the insurance policy returned to the licensee 
for the account o f the borrower if the licensee has complied with 
the notice provisions o f § 140(b) of this chapter.

(b) I f  the crediting o f return premiums to the account of the borrower 
results in a surplus over the amount due from the borrower, the licensee 
shall refund the excess to the borrower; however, no refund is required 
if it amounts to less than $1. (§ 1 ch 170 SLA 1978)

Article 3. General Provisions.Section Section160. Civil and criminal penalties 180. Regulations, orders170. Filing not required to perfect validity 190. Definitionsof agreement
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Sec. 06.40.160. Civil and crim inal penalties, (a) A lender who, in the 
making o f any contract 'oan or premium finance agreement or the 
collection o f interest or ci.arges, does any act which violates §§ 10 — 
20, 90, or 110 —  130 o f this chapter shall at the option o f the 
commissioner reimburse that portion o f the interest and charges in 
excess o f that provided in those sections, or, in the case o f repeated 
violations o f those sections by the lender, the lender shall adjust the 
contract, loan, or premium finance agreement interest and other charges 
down to the contract interest limitation specified in AS 45.45.010(a).

(b) Any person, copartnership, association, or corporation, and its 
members, officers, directors, agents, and employees, who violates or 
participates in a violation o f the provisions o f § 10 o f this chapter, is 
guilty o f a misdemeanor and upon conviction is punishable by a fine o f 
not more than $5,000, or by imprisonment for not more than one year, 
o r by both. In case o f conviction o f a corporation fo r violation o f this 
chapter, the corporation is punishable by a fine o f not more than $20,000. 
(§ 1 ch 170 SLA 1978)

Sec. 06.40.170. F iling not required to perfect valid ity o f agreement. 
No filing under AS 45.05 o f the premium finance agreement is necessary 
to perfect the validity o f the agreement as a secured transaction against 
creditors, subsequent purchasers, pledgees, encumbrancers, successors 
o r assigns. (§ 1 ch 170 SLA 1978)

Sec. 06.40.180. Regulations, orders. The commissioner shall adopt 
regulations necessary to carry out this chapter, and the commissioner 
may order any person to cease violation o f this chapter or a regulation 
adopted under it. (§ 1 ch 170 SLA 1978)

Sec. 06.40.190. Definition,. As used in this chapter, unless the 
context otherwise requires,

(1) “ commissioner" means the commissioner o f commerce and 
economic development or his designee;

(2) "department”  means the Department of Commerce and Ecoi omic 
Development;

(3) “ premium finance agreement" means an agreement by which a 
borrower or prospective borrower promises to pay to a licensee or to its 
assignee the amount advance 1 or to be advanced under the agreement 
to an insurer or to an insurance agent or broker in payment o f premiums 
on an insurance policy sold in this state or covering risks located in this 
state together with a service charge, and r s a security fo r it the premium 
finance company receives an assignment o f the unearned premium; 
however, no mortgage, conditional sale contract, or other security 
agreement covering property which authorizes the lienholder to pay or 
advance premiums fo r insurance under the mortgage, contract, or other
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security agreement is considered to be a premium finance agreement;
(4) "premium finance company”  means a person engaged in the 

business o f entering into premium finance agreements with borrowers 
or o f acquiring premium finance agreements from insurance agents, 
brokers or other premium finance companies. (§ 1 ch 170 SLA 1978)

§ 06.40.190 B a n k s  a n d  F in a n c ia l  In s t i t u t i o n s  § 06.40.190
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Chapter 45. Alaska Credit Union Act.

Section10. Responsibility of commissioner 20. Formation of credit union 30. Approval of articles of incorporation and issuance of certificate of author­ity•40. Fees50. Reports and examinations 60. Powers of a credit union 70. Membership 80. Meetings of members 90. Management of credit union 100. Compensation 110. Executive officers 120. Board of directors 130. Applications for membership 140. Powers and duties of credit commit­tee150. Loan restriction 160. Security170 p '.rfc .' -'-id ''.a tic  et supervisory committee

Section 180. Reserves 190. Dividends200. Expulsion and withdrawal 210. Minors or trusts 220. Suspension 230. Exemption taxation 240. Conversion.
2i>r . Insurance of member accounts 2l0. Liquidity facility participation 270. Conflict of interest 280. Merger 290. Branch offices300. Unauthorized conduct of credit union business310. Transfer of credit union’s property to preferred creditor is void 320. Unlawful deceit ot commissioner or examiners 330. Receipt of deposits while insolvent 340. Limitations on credit unions 400. Definitions

Sec. 06.45.010. Responsib ility  o f  comm issioner, (a) The commis­
sioner shall administer AS 06.45.010 — 06.45.400.

(b) The commissioner may by regulation define the powers of 
state-chartered credit unions and adopt regulations to carry out the 
purposes o f credit unions consistent with AS 06.45.005 —  06.45.400 
and AS 06.01.020.

(c) The commissioner may delegate any authority, power, or 
function granted by AS 06.45.010 —  06.45.400.

(d) The records o f credit unions shall be kept and reports shall be 
made in accordance with regulations approved by the commissioner.

(e) A person appointed or elected by a credit union to a position 
requiring the receipt, payment, or custody o f money or personal prop­
erty owned by a credit union or in its custody or control as collateral 
or otherwise shall give bond in a corporate surety company approved 
by the commissioner on a form approved by the commissioner and in 
an amount prescribed by the commissioner. The commissioner may 
approve the use o f a form o f schedule or blanket bond which covers a ll 
the officers and employees o f a credit union whose duties include the 
receipt, payment, or custody o f money or other personal property for or 
on behalf o f the credit union. The commissioner may approve the use 
ot a form o f excess coverage bond under which a credit union may 
obtain coverage in excess o f the basic surety coverage. (§ 2 ch 47 SLA 
1980; am § 2 ch 99 SLA 1981)

E ffect o f am endm ents. — The 1981 preceding "adopt regulations,” substitutedamendment, in subsection tb\ added "by "to carry out the purposes of credit unionsregulation define the powers of the consistent with" for "for the administra-state-chartered credit ui ions and” tion o f  preceding "this chapter" and added
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Sec. 06.45.020. Fo rm ation  o f cred it union, (a) Seven or more nat­

ura l persons who desire to form a credit union shall subscribe before an 
officer competent to administer oaths articles of incorporation in dupli­
cate which shall state

(1) the name o f the credit union;
(2) the location o f the credit union and the territory in which it will 

operate;
(3) the names and addresses o f the subscribers to the certificate and 

the number o f shares each subscribed;
(4) the par value o f the shares, which shall be $5 each;
(5) the proposed field o f membership specified in detail;
(6) the term of the existence o f the credit union which may be 

perpetual; and
(7) the fact that the articles oi incorporation are adopted to enable 

:he persons to avail themselves o f the advantages of AS 06.45.010 —
06.45.400. v

(b) The articles o f incorporation shall also include provisions 
required by the c o m m is s io n e r  for the management o f the business of 
the credit union, for the conduct o f its affairs, and relating to the 
powers o f its directors, officers, or stockholders.

(c) At the time of presenting the articles of incorporation to the 
conmissioner the incorporators shall also submit proposed bylaws to 
the commissioner for approval.

(d) The commissioner may prepare form articles o f incorporation 
and form bylaws, consistent with AS 06.45.010 — 06.45.400, which 
may be used by credit union incorporators and shall be supplied to 
them on request. (§ 2 ch 47 SLA 1980)

Sec. 06.45.030. A pp rova l o f  artic les o f in co rpo ra tion  and issu­
ance o f  certificate o f au thority , (a) The articles o f incorporation 
shall be presented to the commissioner for approval. Before the certif­
icate o f authority is issued, the commissioner shall determine

(1) whether the articles o f incorporation and bylaws conform to the 
provisions o f AS 06.45.010 —  06.45.400 and to regulations of the com­
missioner;

(2) the general character and fitness of the subscribers; and
(3) the economic advisability o f establishing the proposed credit 

union. ’ ' •
(b) A certificate o f authority shall be delivered by the commissioner 

to the credit union i f the required fee has been paid. On issuance o f the 
certificate o f authority, the credit union is a body corporate and is 
subject to the limitations o f AS 06.45.010 —  06.45.400, and is vested 
with a ll o f the powers and charged with a ll o f the liabilities conferred 
and imposed by AS 06.45.010 — 06.45.400 upon credit unions orga­
nized under it. (§ 2 ch 47 SLA 1980) 1
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Sec. 06.45.040. Fees, (a) The commissioner shall assess a credit 
union a fee for his expenses under AS 06.01.010 in processing an appli­
cation

(1) fo r approval o f articles o f incorporation and bylaws and the issu­
ance o f a certificate o f authority for a credit union;

(2) for the approval o f a branch o f a credit union;
(3) for a merger or conversion o f a credit union; or
(4) for an examination under AS 06.45.050.
(b) Failure o f a credit union to pay a fee required by (a)(2), (3), or (4) 

o f this section within 30 days o f receipt o f billing from the commis­
sioner is grounds for the revocation o f the certificate o f authority o f the 
credit union. (§ 2 ch 47 SLA 1980)

Sec. 06.45.050. R eports  and exam inations. A credit union orga­
nized under AS 06.45.010 —  06.45.400 is under the supervision o f the 
commissioner and shall make an annual financial report to the com­
missioner and shall make other financial reports required by regu­
lations adopted by the commissioner. A credit union is subject to 
examination by the commissioner. (§ 2 ch 47 SLA 1980)

Sec. 06.45.060. P ow ers  o f  a c red it un ion . A credit union has suc­
cession in its corporate name during its existence and may

(1) enter into a contract;
(2) sue and be sued;
(3) adopt, use, and a lter a common seal;
(4) purchase; hold, and dispose o f property;
(5) make loans, the maturities o f which may not exceed 12 years 

except as provided in AS 06.45.010 — 06.45.400, and extend lines of 
credit to its members, to other credit unions, and to credit union orga­
nizations and participate with other credit unions, credit union orga­
nizations, or financial organizations in making loans to credit union 
members in accord' mce with the following:

(A) loans to members shall be made in conformity with regulations 
adopted by the commissioner, except that

(i) a residential real estate loan which is made to finance the acqui­
sition o f a one-to-four-family dwelling for the principal residence o f a 
credit union member which is secured by a first lien on the dwelling 
may have a maturity not exceeding 30 years;

(ii) a loan to finance the purchase o f a mobile home, which is secured 
by a first lien on the mobile home, to be used as the residence o f a credit 
union member, or for the repair, alteration, or improvement o f a resi­
dential dwelling which is the residence o f a credit union member shall 
have a maturity not to exceed 15 years unless the loan is iftsinrd or 
guaranteed under (iii) o f this subparagraph;

(iii) a loan secured by the insurance or guarantee of the federal 
government, o f a state government, or an agency o f either may be made 
for the maturity and under the terms and conditions specified in the 
law under which the insurance or guarantee is provided;
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(iv) a loan or aggregate o f loans to a director or member o f the 
supervisory or credit committee of the credit union making the loan 
which exceeds $5,000 plus pledged shares shall be approved by the 
board o f directors;

(v) loans to other members for which directors or members o f the 
supervisory or credit committee act as guarantor or endorser shall be 
approved by the board o f directors when the loans standing alone or 
when, added to an outstanding loan or loans o f the guarantor or 
endorser exceed $5,000;

(vi) the rate o f interest may not exceed the greater o f 15 percent a 
year or the rate specified as AS 45.45.010(b);

(vii) the taking, i eceiving, reserving, or charging of a rate o f interest 
greater than is allowed by this subsection, when knowingly done, is 
considered a forfeiture o f the entire interest which the note, bill, or 
other evidence o f debt carries with it, or which has been agreed to be 
paid on the note, bill, or other evidence o f debt; i f  a greater rate of 
interest has been paid, the person by whom it has been paid or his legal 
representatives may recover back from the credit union taking or 
receiving it the entire amount o f interest paid, but the action must be 
commenced within two years from the time the usurious collection was 
made;

(viii) a borrower may repay a loan before maturity in whole or in 
part on any business day without penalty; • '

(ix) loans shall be paid or amortized under regulations adopted by 
the commissioner which consider the needs or conditions o f the 
borrowers, the amounts and duration of the loans, the interests o f the 
members and the credit union, and other factors established in regu­
lations adopted by the commissioner;

(x) the total dollar amount o f real estate loans and mobile home 
loans outstanding may not exceed 25 percent o f the assets of the credit 
union without the written approval o f the commissioner;

(xi) a credit union with assets o f less than $3,000,000 may make real 
estate loans with maturities in excess o f 15 years only with the 
approval o f the commissioner;

(B) a self-replenishing line o f credit to a borrower may be estab­
lished to a stated maximum amount on terms and conditions which 
may be different from terms and conditions established for another 
borrower;

(C) loans t j other credit unions require the approval o f the board of 
directors o f the loaning credit union;

(D) loans to credit union associations require the approval o f the 
board o f directors o f the credit union and may not exceed one percent 
o f the paid-in and unimpaired capital and surplus o f the credit union;

(E) participation loans with other credit unions, credit union asso­
ciations, or financial organizations shall be made in accordance with 
written policies o f the board o f directors o f the credit union, except that
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a credit union which originates'a loan for which participation arrange­
ments are made in accordance with this section shall retain an interest 
not less than 10 percent o f the face amount o f the loan;

(6) receive from its members and from others payments on shares 
which may be issued at varying dividend rates, and payments on share 
certificates which may be issued at varying dividend rates and 
maturities, and establish share draft accounts, subject to terms, rates, 
and conditions as may be established by the board o f directors o f the 
credit union, within limitations prescribed by the commissioner;

(7) invest its funds
(A) in loans exclusively to members;
(B) in obligations o f the United States or securities fu lly  guaranteed 

as to principal and interest by the United States;
(C) in loans to other credit unions in the total amount not exceeding 

25 percent o f its paid-in and unimpaired capital and surplus in accor­
dance with regulations adopted by the commissioner;

(D) in shares or accounts o f savings and loan associations or mutual 
savings banks which are insured by the Federal Savings and Loan 
Insurance Corporation or the Federal Deposit Insurance Corporation;

(E) in obligations issued by banks for cooperatives, federal land 
banks, federal intermediate credit banks, federal home loan banks, the 
Federal Home Loan Bank Board, or a corporation designated in 31 
U.S.C., § 846 as a wholly owned federal government corporation; in 
obligations, participations, or other instruments o f or issued by or fu lly 
guaranteed as to principal and interest by the Federal National Mort­
gage Association or the Government National Mortgage Association; 
in mortgages, obligations, or other securities which are or have been 
sold by the Federal Home Loan Mortgage Corporation under § 305 or 
§ 306 o f the Federal Home Loan Mortgage Corporation Act; or in obli­
gations or other instruments or securities o f the Student Loan 
Marketing Association;

(F) in participation certificates evidencing beneficial interests in 
obligations, or in the right to receive interest and principal collections 
from obligations, which have been subjected by one or more federal 
agencies to a trust or trusts for which an executive department, agency, 
or instrumentality o f the United States or its head has been named to 
act as trustee;

(G) in shares or deposits o f a central credit union in which such 
investments are authorized by the board o f directors o f the credit union 
making the investment;

(H) in shares, share certificates, or share deposits o f federally, 
insured credit unions;

(I) in the shares, stocks, or obligations o f another organization 
providing services which are associated with the routine operations o f 
credit unions, up to one percent o f the total paid-in and unimpaired 
capital and surplus o f the credit union with the approval o f the commis­
sioner; and
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§ 06.45.060 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s § 06.45.060

(J) in the capital stock o f the National CreZ'.l Union Central 
Liquidity Facility;

(8) make deposits in national banks and in state banks, trust com­
panies, and mutual savings banks operating in accordance with the 
laws of the state;

(9) borrow in accordance with regulations adopted by tl: . commis­
sioner from any source, in an aggregate amount not exceeding 50 
percent o f its paid-in and unimpaired capital and surplus, except that 
a credit union may discount with or sell to a federal intermediate credit 
bank an eligible obligation up to the amount o f its paid-in and 
unimpaired capital;

(10) levy late charges, in accordance with the bylaws, for failure of 
members to meet promptly their_obligations to the credit union;

(11) levy and enforce a lien upon the shares and dividends o f a 
member to the extent o f a loan made to, and any dues or charges 
payable by, the member;

(12) in accordance with regulations adopted by the commissioner, 
sell to members negotiable checks, travelers checks, and money orders, 
and cash checks and money orders for members, for a fee which does 
not exceed the direct and indirect costs incident to providing the ser­
vice;

(13) in accordance with regulations adopted by the commissioner, 
purchase, sell, pledge, discount, or otherwise receive or dispose of, in 
whole or in part, eligible obligations o f its members and purchase from 
a liquidating credit union notes made by individual members o f the 
liquidating credit union at prices agreed upon by the board o f directors 
o f the liquidating credit union and the board of directors of the 
purchasing credit union; a purchase may not be made under authority 
o f this paragraph if, upon the making o f the purchase, the aggregate 
o f the unpaid balances o f notes purchased under authority o f this pai a- 
graph exceeds five percent o f the unimpaired capital and surplus o f the 
credit union;

(14) sell a ll or a part o f its assets to another credit union, purchase 
a ll or part o f the assets o f another credit union, and assume the 
liabilities o f the selling credit union and those o f its members subject 
to regulations o f the commissioner; and

(15) exercise incidental powers as are necessary or required to 
enable it to carry on effectively the business for which it is 
incorporated. (§ 2 ch 47 SLA 1980; am §§ 3 — 6 ch 99 SLA 1981)

E ffe ct o f am endm ents. — The 1981 ital and surplus" following '25 percent ofamendment, in paragraph (5)(A)(vi), sub- the." In paragraph (5)(A)(xi), the amend-stituted "the greater of 15 percent a year rnent substituted "assets" for "a paid-inor the rate specified in A S 45.45.010(b)" for and unimpaired capital and surplus”"one percent a month on the unpaid bal* following "a credit union with.” In para-nnce inclusive of all service charges" graph (6), the amendment added "andfollowing "may not exceed." In paragraph establish share draft accounts" following(5)CA)(x), the amendment substituted "dividend rates and maturities.”"assets" for "paid-in and unimpaired cap-
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§ 06.45.070 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.45.100

Sec. 06.45.070. Membership. Credit union membership consists o f 
the incorporators and other persons and incorporated and 
unincorporated organizations, to the extent permitted by regulations 
adopted by the commissioner, elected to membership. Each member 
shall subscribe to at least one share o f the stock o f the credit union and 
pay the initial installment on the stock and a uniform entrance fee if 
required by the board o f directors o f the credit union. Credit union 
membership is limited to groups having a common bond o f occupation 
or association, or to groups within a well-defined neighborhood, com­
munity, or ru ra l district. Shares may be issued in jo in t tenancy with 
right o f survivorship with a person designated by the credit union 
member. A joint tenant may not be permitted to vote, obtain loans, or 
hold office, unless the jo in t tenant is within the field o f membership 
and is qualified for membership. (§ 2 ch 47 SLA 1980)

Sec. 06.45.080. Meetings o f members. The fiscal year o f a credit 
union ends December 31. The annual meeting o f a credit union shall 
be held within three months after the end o f the fiscal year at a place 
its bylaws prescribe. Special meetings may be held under the bylaws. 
A member may not vote by proxy, but a member other than a natural 
person may vote through an agent designated for the purpose. A mem­
ber may not have more than one vote. (§ 2 ch 47 SLA 1980)

Sec. 06.45.090. Management o f  cred it union, fa) The business 
affairs o f a credit union are managed by (1) a board o f not less than five 
directors; (2) a credit committee o f not less than three members; and (3) 
a supervisory committee o f not less than three members or more than 
five members. The members o f the board o f directors and the members 
o f the credit committee shall be elected at the annual members meeting 
by and from the members. The supervisory committee shall be 
appointed by the board o f directors, and a vacancy in the supervisory 
committee shall be filled by the board o f directors. One o f the members 
o f the supervisory committee may be a member o f the board of. 
directors, other than tho treasurer. Members o f the board o f directors 
and o f the credit and supervisory committees hold office for terms as 
the bylaws may provide.

(b) A record o f the names and addresses o f the members o f the board, 
the committees, and the officers o f the credit union shall be filed with 
the commissioner within 10 day3 after election or appointment. (§ 2 ch 
47 SLA 1980)

Sec. 06.45.100. Compensation . A member o f the board of'directors 
or o f the credit or supervisory committees may not be compensated for 
service on the board o f directors or credit or supervisory committees. 
Reasonable health, accident, and sim ilar insurance protection is not 
compensation under this section and may be provided under regu­
lations adopted by the commissioner. (§ 2 ch 47 SLA 1980)

42



Sec. 06.45.110. Executive o fficers , (a) At its First meeting after 
the annual meeting of the members, the board o f directors shall elect 
from its membership a president, one or more vice-presidents, a secre­
tary, and a treasurer, who are the executive officers o f the credit union.

(b) An executive officer, other than the treasurer, may not be com­
pensated as an officer.

(c) The offices o f s .cretary and treasurer may be held by the same 
person. •

(d) The duties o f the officers are determined by the bylaws.
(e) The treasurer shall give bond with good and sufficient surety, in 

an amount and character to be determined by the board o f directors in 
compliance with regulations adopted by the commissioner. (§ 2 ch 47 
SLA 1980)

Sec. 06.45.120. B oa rd  o f  d irec to rs, (a) The board o f directors shall 
meet at least once a month and shall have the general direction and 
control o f the business affairs o f the credit union. Minutes o f a ll 
meetings shall be kept.

(b) The board o f directors shall
(1) act upon applications for membership;
(2) require an officer or employee having custody o f or handling 

funds to give bond with good and sufficient surety in an amount and 
character to be determined by the board o f directors in compliance with 
regulations adopted by the commissioner and authorize the payment of 
the premium by the credit union;

(3) f i l l vacancies in the board o f directors and in the credit committee 
until successors elected at the next annual meeting have qualified;

(4; 1 uve charge o f investments other than loans to members; the 
board ( c directors may designate a committee o f not less than two to act 
as an investment committee which has charge o f making investments 
under rules and procedures established by the board o f directors;

(5) determine the maximum number of shares and share certificates 
and the classes o f shares and share certificates that may be held;

(6) subject to the limitations o f AS 06.45.010 — 06.45.400, determine 
the interest rates on loans, the security, and the maximum amount 
which may be loaned or provided in lines of credit;

(7) subject to regulations adopted by the commissioner, authorize an 
interest refund to members o f record at the close o f business on the last 
day o f any dividend period in proportion to the interest paid by the 
members during the dividend period; and

(8) provide for compensation o f officers and employees.
(c) The board o f directors may appoint an executive committee o f not 

less than three directors to exercise authority delegated to it under the 
conditions and limitations prescribed by the board o f directors. (§ 2 ch 
47 SLA 1980)

§ 06.45.110 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.45.120
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§ 06.45.130 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.45.170

Sec. 06.45.130. A pp lications fo r  m embership , (a) The board of 
directors shall establish procedures for the review and approval o f 
applications for membership in the credit union.

(b) Each month the board o f directors shall review a list of applica­
tions for membership actt ’ >n during the preceding month.

(c) I f  an application for n.embership is denied, the reasons for the 
denial shall be furnished to the applicant on request.

(d) The board o f directors may appoint a membership officer from the 
members o f the credit union or the executive committee o f the board of 
directors to review applications for membership. A treasurer, assistant 
treasurer, or loan officer may not review applications for membership. 
(§ 2 ch 47 SLA 1980)

Sec. 06.45.140. Pow ers and duties o f  cred it committee, (a) The 
credit committee shall hold meetings to consider applications for loans 
and lines o f credit as the business o f the credit union may require but 
not less frequently than once a month. Reasonable notice o f the 
meetings shall be given to members o f the credit committee.

(b) Except for the loans or lines o f credit required to be approved by 
the board o f directors under AS 06.45.060(5), a majority o f the entire 
credit committee may approve an application.

(c) The credit committee may delegate to a loan officer the power to 
approve loans and lines o f credit. Only one member of the credit com­
mittee may be appointed as loan officer. A loan officer shall furnish to 
the credit committee a record o f each approved or unapproved applica­
tion within seven days o f the filing o f the application.

(d) An application not approved by a loan officer shall be acted on by 
the credit committee.

(e) An individual may not disburse funds o f a credit union for a loan, 
line o f credit, or application which he approved in the capacity o f loan 
officer.

(f) Applications for loans and lines o f credit shall be made on forms 
prepared by the credit committee. (§ 2 ch 47 SLA 1280)

Sec. 06.45.150. Loan  restric tion . A loan may not be made to a 
member if, on the making of the loan, the member would be indebted 
to the credit union on loans from the credit union in an amount 
exceeding 10 percent o f the unimpaired capital and surplus o f the credit 
union. (§ 2 ch 47 SLA 1980)

Sec. 06.45.160. Security . For the purposes o f loans made under AS
06.45.010 —  06.45.400, an assignment o f shares or the endorsement o f 
a note constitutes security, and, subject to regulations adopted by the 
commissioner, insurance obtained under Title 1 o f the National 
Housing Act is adequate security. (§ 2 ch 47 SLA 1980)

Sec. 06.45.170. Pow ers and duties o f superv iso ry  committee,
(a) The supervisory committee shall conduct an annual audit o f the
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accounts o f the credit union and submit a report of the audit to the 
board o f directors and a summary o f the audit to the members at the 
next annual members meeting o f the credit union. The supervisory 
committee may conduct supplementary audits as it considers necessary 
or as ordered by the commissioner, and submit reports of the supple­
mentary audits to the board o f directors.

(b) The supervisory committee shall verify the passbooks and 
accounts o f the members with the records o f the treasurer from time to 
time, but not less frequently than once every two years. As used in this 
subsection, "passbook” includes a book, statement of account, or other 
record approved by the commissioner for use by credit unions.

(c) The supervisory committee may by a unanimous vote suspend an 
officer o f the credit union or a member o f the credit committee or the 
board o f directors until the next meeting o f the members which shall 
be held not less than seven or more than 14 days after the suspension 
under this subsection. A suspension shall be acted upon by the mem­
bers.

(d) The supervisory committee may call by a majority vote a special 
meeting o f the members to consider a violation o f AS 06.45.010 —
06.45.400, the articles o f incorporation or bylaws, or a practice o f the 
credit union considered unsafe or unauthorized by the supervisory 
committee.

(e) The board o f directors may by a majority vote suspend a member 
of the supervisory committee until the next meeting o f the members 
which shall be held not less than seven or more than 14 days after the 
suspension. A suspension shall be acted by the members. (§ 2 ch 47 
SLA 1980)

Sec. 06.45.180. Reserves, (a) At the end of each accounting period 
the gross income o f the credit union shad be determined. From this 
amount, there shall be set aside as a regular reserve against losses on 
loans and against other losses specified in regulations adopted by the 
commissioner under AS 06.45.010 — 06.45.400 sums in accordance 
with the following schedule:

(1) A credit union in operation for more than fou- years and having 
assets o f S500.000 or more shall set aside

(A) 10 percent o f gross income until the regular reserve equals four 
percent of the total o f outstanding loans and risk assets; then

(B) five percent o f gross income until the regular reserve equals six 
percent o f the total o f outstanding lo. ns and risk assets.

(2) A credit union in operation less than four years or having assets 
of less than $500,000 shall set aside

(A) 10 percent o f gross income until the regular reserve equals seven 
and one-half percent o f the total o f outstanding loans and risk assets; 
then

(B) five percent o f gross income until the regular reserve equals 10 
percent o f the total o f outstanding loans and risk assets,

§ 06.45.180 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.45.180



§ 06.45.190 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.45.230

(3) When the regular reserve fa lls beiow the stated percent o f the 
total o f outstanding loans and risk assets, it shall be replenished by 
regular contributions in amounts as may be needed to maintain the 
stated reserve goals.

(b) The commissioner may decrease the reserve requirement in (a) 
o f this section when the ^crease is necessary or desirable. The commis­
sioner may also require special reserves to protect the interests o f 
members either by ger eral regulation or lor an individual credit union. 
(§ 2 ch 47 SLA 1980)

Sec. 06.45.190. D ividends. At intervals as the board of directors 
may authorize and after provision for required reserves, the board o f 
directors may declare, under regulations adopted by the commissioner, 
a dividend to be paid at different rates on different types o f shares and 
at different rates and maturity dates in the case o f share certificates. 
Dividend credit may be accrued on various types o f shares and share 
certificates as authorized by the board o f directors. (§ 2 ch 47 SLA 
1980)

Sec. 06.45.200. Expu ls ion  ai.ii w ithd raw al. A member may be 
expelled by a two-thirds vote o f the members o f a credit union present 
at a special meeting called for the purpose, but only after the member 
has been given an opportunity to be heard. Withdrawal or expulsion of 
a member does not discharge the liability o f the member to the credit 
union. The amount to be paid a withdrawing or expelled member by a 
credit union shall be determined and paid in the manner specified in 
the bylaws. (§ 2 ch 47 SLA 1980)

Sec. 06.45.210. M inors o r  trusts. Shares o f a credit union may be 
issued in the name o f a minor or in trust, subject to conditions pre­
scribed by the bylaws. When shares are issued in trust, the name o f the 
beneficiary shall be disclosed to the credit union. (§ 2 ch 47 SLA 1980)

Sec. 06.45.220. Suspension , (a) The commissioner may on his 
f ir  ding that the credit union is bankrupt, insolvent, or is operating in 
an unsafe or unsound manner or that the credit union has violateu the 
provisions o f :its articles o f incorporation or bylaws, AS 06.45.010 —
06.45.400, or regulations adopted by the commissioner, exercise the 
powers granted to him in AS 06.01.030 and temporarily suspend the 
operations o f "he credit union.

(b) The commissioner, under the regulations adopted by him, may 
permit operations to continue under conditions and procedures estab­
lished by him or he may direct the credit union to cease operations and 
appoint a liquidating agent to liquidate the credit union. (§ 2 ch 47 
SLA 1980)

Sec. 06.45.230. Exemption from  taxation . A credit union orga­
nized under AS 06.45.010 —  06.45.400, its property, franchises, capital, 
reserves, surpluses, and other funds, and its income are exempt from
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taxation by the state or a political subdivision o f thu state, except that 
real property and tangible personal property owned by a credit union 
is subject to taxation to the same extent that sim ilar property is taxed. 
This section does not prevent holdings in a credit union oiganized 
under AS 06.45.010 —  06.45.400 from being included in the valuation 
o f the personal property o f the owners or holders under taxes imposed 
by the state or a political subdivision o f the state. (§ 2 ch 47 SLA 1980)

Sec. 06.45.240. Conversions, (a) A federal credit union may 
convert into a credit union organized under AS 06.45.010 — 06.45.400 
by complying with applicable federal law and by qualifying under AS
06.45.010 — 06.45.400.

(b) A credit union organized under AS 06.45.010 — 06.45.400 may 
convert into a federal credit union by complying with AS 06.45.010 — 
06.45.400 and by qualifying under federal law. (§ 2 ch 47 SLA 1980)

Sec. 0P.45.250. In su rance o f m ember accounts. A credit union 
organized under AS 06.45.005 — 06.45.400 shall, under regulations 
adopted by the commissioner, participate in insurance o f member 
accounts under programs offered by the National Credit Union Admin­
istration Board or a program o f comparable insurance approved by the 
commissioner. (§ 2 ch 47 SLA 1980; am § 7 ch 99 SLA 1981)

E ffect o f [uncndmenta. -  The 1961 rable insurance approv d bv the commis- araendment added "or a prograi. of compa- sioner" at the end of the seciion.
Sec. 06.45.260. L iqu id ity  fac ility  partic ipation . A (..'edit union 

organized under AS 06.45.010 —  06.45.400 may, under regulations 
adopted by the commissioner, participate in the programs offered by 
the National Credit Union Central Liquidity Facility. (§ 2 ch 47 SLA 
1980)

Sec. 06.45.270. C on flic t o f in terest, (a) A member o f the board of 
directors or a member of the credit committee or supervisory committee 
or an employee o f a credit union may not participate in the deliberation 
or the determination o f a question affecting his own pecuniary interest 
or the pecuniary interest o f a corporation, partnership, or association 
in which he is interested.

(b) A person who violates (a) o f this section may not thereafter serve 
as an officer, agent, or employee o f a credit union. (§ 2 ch 47 SLA 1980)

Sec. 06.45.280. M erger, (a) A credit union may merge with another 
credit union under a plan agreed upon by a majority o f the board of 
directors o f each credit union and approved by a majority of the mem­
bers o f each credit union present at meetings called to approve the plan.

(b) The commissioner may by regulation establish further proce­
dures governing mergers. (§ 2 ch 47 SLA 1980)

§ 06.45.240 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.45.280
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§ 06.45.290 A l a s k a  S t a t u t e s  S u p p l e m e n t 5 06.45.400

Sec. 06.45.290. B ranch  offices. A credit union may establish a 
branch office under regulations of the commissioner. (§ 2 ch 47 SLA 
1980)

Sec. 06.45.300. Unau thorized conduct o f cred it union busi­
ness. It  is a class A misdemeanor for a natural person to conduct 
business under a name or title which contains the words "credit union” 
or a derivation o f them or to represent himsel as conducting business 
as a credit union. (§ 2 ch 47 SLA 1980)

Sec. 06/'5.310. T ran s fe r o f  c red it un ion ’s p rope rty  to 
p re fe rred  c red ito r is void . The transfer o f property, money, or assets 
by a credit union after it becomes insolvent, to prefer one creditor over 
another, or to prevent the equal distribution o f its property and assets 
among its creditors is void. (§ 2 ch 47 SLA 1980)

Sec. 06.45.320. U n law fu l deceit o f  comm issioner o r  exam iners.
A person is guilty o f a class C felony who, with intent to deceive the 
commissioner or a person authorized to examine the affairs o f a credit 
union, w ilfu lly and knowingly,

(1) makes or causes to be made a false statement;
(2) enters a false figure, statement, or entry in the books o f a credit 

union; or
(3) makes or circulates a false report or statement about the condi­

tion o f a credit union in the state. (§ 2 ch 47 SLA 1980)
Sec. 06.45.330. Receipt o f  deposits while insolvent. A member 

o f the board o f directors, an officer, or an employee o f a credit union who 
fraudulently receives a deposit, knowing that the credit union is insol­
vent, is guilty .of a class A felony. {§ 2 ch 47 SLA 1980)

Sec. 06.45.340. L im itations on cred it unions. A credit union may 
not acquire control directly or indirectly o f another financial institu­
tion or invest in shares, stocks or obligations o f an insurance company,' 
trade association, liquidity facility or any other sim ilar organization, 
corporation, or association except as expressly provided by AS
06.45.010 — 06.45.400. (§ 2 ch 47 SLA 1980)

Sec. 06.45.400. Defin itions. I; *  06.45.010 — 06.45.400
(1) "commissioner” means the c«..imissioner o f commerce and eco­

nomic development;
(2) "credit union” means a cooperative association organized in 

accordance with the provisions o f AS 06.45.010 —  06.45.400 for the 
purpose o f promoting thrift among its members and creating a source 
o f credit for provident or productive purposes;

(3' "credit union association” means an organization established pri- 
m ar ly to serve the needs o f its member credit unions under regulations 
adopted by the commissioner. (§ 2 ch 47 SLA 1980)
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§ 36.90.001 P u b l ic  C o n t r a c t s § 36.90.001Cross references. — As to limitation of home rule power regarding municipal exemption on contractor bond require­ments, see A S 29.13.100(38). As to require­ment that a municipality use ordinances to exempt contractors from compliance with general requirements relating to cer­tain bonds, see A S  29.48.130(a)(12).Editor’s notes. — This section was redrafted by the revisor of statutes to remove personal pronouns in conformity wi.h A S  01.05.031(c) and § 4, Chapter 58, SL A  1982.

C ollateral references. — Right of municipal corporation to recover back from contractor payments made under contract violating competitive bidding statute. 33 ALR3d 397.Liability of municipality on quasi contract for value of property or work furnished without compliance with bidding requirements. 33 ALR3d 1164.Municipal property as subject to mechanic's lien. 51 ALR3d 657.

Chapter 90. Miscellaneous Provisions.Section01. Public construction contract payments
Sec. 36.90.001. Pub lic  construc tion  con tract payments, (a) The 

state shall initiate procedures to pay the contractor under a public 
construction or public work contract within 15 days after the contractor 
submits to the state a bill fo r materials provided or services performed 
and a sworn statement that a ll employees employed on the project by 
the contractor and a ll subcontractors have been paid not less than the 
established prevailing rate o f pay as determined and published by the 
Department o f Labor.

(b) I f  the state fa ils to make a payment due the contractor under this 
section within 30 days after receiving a contractor’s billing, the state 
shall"pay interest to the contractor under AS 45.45.010(a) on the 
amount due.

(c) The state or a political subdivision o f the state is liable to a 
contractor registered under AS 08.18 for interest at the rate provided 
in AS 45.45.010(a) on retainage on a contract for public works or public 
construction. Interest on retainage accrues from the date o f approval o f 
a pay estimate until the date o f payment to the contractor. A contract 
provision purporting to waive the interest provisions o f this subsection 
is void as contrary to public policy.

'd) A political subdivision that has a population o f 500 or less is 
exempt from the payment o f interest provided in (c) o f this section.

(e) A political subdivision that receives a state grant for a public 
construction or public works project may use money from the state 
grant to pay the interest on retainage under contracts for the project 
as required by (c) o f this section. (§ 1 ch 85 SLA 1982)

E ditor’s n o tes.— Section 3, ch. 85, SLA  1982, provides: "The provisions of this Act apply to contracts entered into after the effective date of this Act (July 1, 19821.”
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§ 45.10.010 T ra d e  an d  C om m erce § 45.10.020

Chapter 10. Alaska Retail Installment Sales Act.Section 10. The cuntract document '20. Buyer's copy 30. Contents of contract 40. Other documents 50. Catalog sales60. Signing of incomplete contracts 70. Prepayment80. Delivery and collection charges, and other provisions 90. Receipts and requests for statements 100. Consolidation of contracts 110. Notice of service charge and monthly statement 120. Extent of service charge

Section 130. Insurance140. Agreement not to assert claim 150. Nonwaiver of chapter 160. Contracts and agreements executed before 1963 170. Action by attorney general 180. Assurance of discontinuance 190. Barring recovery for noncompliance 200. Penalty for violation of order or injunction 210. Penalty for violation of chapter 215. Scope of chapter 220. Definitions 230. Short title
Sec. 45.10.010. The con trac t document, (a) A retail installment 

contract must be contained in a single document. The document must 
contain the entire agreement o f the parties including promissory notes 
and other evidences o f indebtedness between the parties relating to the 
transaction, except as provided in AS 45.10.040, 45.10.050, and 
45.10.100.

lb) I f  the buyer’s obligation to pay the time balance is represented 
by a promissory note secured by a chattel mortgage, a provision of the 
mortgage by which the buyer undertakes to dc something besides pay 
a sum certain in money is considered to be contained in a separate 
document for the purpose o f determining the negotiability o f the note 
unless the provision is expressly incorporated in the note by reference 
to the provision o f the mortgage.

(c) The contract must be dated, signed by the retail buyer, and 
completed as to a ll essential provisions, except as otherwise provided 
in AS 45.10.050 and 45.10.060. (§ 2 ch 141 SLA 1962)

Am . Ju r . 2d references. — 6a Am. Ju r . 2d. Secured Transactions. S 1 et seq.
Sec. 45.10.020. B u ye r ’s copy. The retail seller shall deliver to the 

retail buyer, or mail to him at his address shown on the retail 
installment contract, a copy o f the contract as accepted by the seller. 
Until the seller does so, the buyer is obligated to pay only the cash sale 
price. An acknowledgment by the buyer o f delivery o f a copy o f the 
contract must appear directlv above the buyer’s signature. ($ 3 ch 141 
SLA 1962)

Cross reference. — As to seller's responsibilities in catalog sales situations, see A S 45.10.050(b).
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Sec. 45.10.030. Contents o f  contract, (a) The retail installment 
contract must contain the names o f the seller and the buyer, the piece 
o f business o f the seller, the residence or other address o f the buyer as 
named by the buyer, and a description or identification o f the goods sold 
or to be sold or services furnished or rendered or to be furnished or 
rendered. The contract must also contain the following items:

(1) the cash sale price o f each item o f goods or services;
\2) the amount o f the buyer’s down payment, identifying the 

amounts paid u'. money and allowed for goods traded in;
(3) the difference between items (1) and (2);
(4) the aggregate amount included for insurance, if a separate 

identified charge is made for insurance, specifying the types o f 
insurance and the terms o f coverage;

(5) the aggregate amount o f official fees;
(6) the principal balance, which is the sum of items (3), (4), and (5);
(7) the amount or rate o f the service charge;
(8) any other charges;
(9) the amount o f the time balance owed by the buyer to the seller, 

which is the sum of items (6), (7), i f (7) is stated in a dollar amount, and 
(8 );

(10) except as provided in (c) o f this section, the maximum number 
of installment payments required and the amount o f each installment 
and the due date o f each payment necessary to pay the balance.

<b) Additional items may be included to explain the calculations 
involved in determining the balance to be paid' by the buyer.

(c) I f  the installment payments other than the final payment are 
stated as a series o f equal scheduled amounts and if the amount o f the 
final installment payment does not substantially exceed the scheduled 
amount of each preceding installment payment, the maximum number 
o f payments and the amount anu due date o f each payment need not be 
separately stated, and the amount o f the scheduled final installment 
payment may be stated as the remaining unpaid balance. The due date 
of the first installment payment may be fixed by a day or date or may 
be fixed by reference fo the date o f the contract or to the time of delivery 
or installation. (§ 4 ch 141 SLA 1962)

Sec. 45.10.040. O ther documents. (".) A retail installment 
contract may be contained in more than one document, if one is an 
original document signed by the retail buyer stated to be applicable to 
purchase o f goods or services to be made by the retail buyer from time 
to time. In this case the document, together with the sales slip, account 
book, or other written statement relating to each purchase, must set 
out a ll o f the information required by AS 45.10.030 and constitute the 
retail installment contract for each purchase.

(b) On each succeeding purchase under the original document, the 
sales slip, account book, or other written statement may at the option 
o f the seller constitute the memorandum required by AS 45.10.100. 
IS 5 ch 141 SLA 1962>
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Sec. 45.10.050. Cata log sales, lai A retail installment contract, or 
retail charge agreement, negotiated and entered into by mail or 
telephone without persona! solicitation by a salesman or 
representative of the seller and based upon a catalog of the seller or 
other printed solicitation of busin ss. if the catalog or other printed 
solicitation clearly sets out the cash sale prices and other terms of sales 
to be made through this medium, shall be made as provided in this 
section. The provisions of this .hapter with nect to retail installment 
contracts and retail charge agreements are . 'ilicable to these sales, 
except that the retail installment contract • sen completed by the 
buyer need not contain the items required by AS 45.10.030.

(b> When the retail installment contract is received from the retail 
buyer, the seller shall prepare a written memorandum containing all 
if the information requ'red by AS 45,10.030 to be included in a retail 
nstallment contract. Instead of delivering a copy of the contract to the 
retail buyer as provided in AS 45.10.020. the seller shall deliver to the 
buyer a copy o f the memorandum before the due date o f the first 
installment payable under the contract. I f  the catalog or other printed 
solicitation does not set out a ll o f the other terms o f sales in addition 
to the cash sales prices, the memorandum shall be delivered to the 
buyer before or at the time o f delivery of the goods or services. (S 6 ch 
141 SLA 1962; am § 1 ch 45 SLA *978)

Effect o f am endm ent. — The 1978 substituted "shall be made" for "may beamendment, in subsection <ai. inserted "or made" in the first sentence. In subsectionretail charge agreement" in the fust <bi. the amendment inserted "retailsentence and "and retail charge installment" near the beginning of theagreements" in the second sentence and first sentence.
Sec. 45.10.060. Signing o f incomplete contracts. The seller may 

not obtain the signature o f the buyer to a contract i f  it contains blank 
spaces o f items which are essential provisions of the transaction, except 
as provided in AS 45.10.050. However, if delivery of the goods is not 
made at the time o f the execution o f the contract, the identifying 
numbers or marks o f the goods or sim ilar information and the due date 
o f the first installment may be inserted by the seller in the seller's 
counterpart o f the contract after i. has been signed by the buyer. (§ 7 
ch 141 SLA 1962)

Sec. 45.10.670. P repaym ent, lai A retail installment contract 
must contain a statement that the buyer may pay the total unpaid 
balance on the contract at any time. A buyer who prepays in fu ll the 
unpaid balance at any time before its final due date shall, if the 
contract is not in default more than two months, receive a refund credit 
of the unearned portion o f the service charge for the prepayment.

(b) The amount o f the refund credit shall be computed according to 
the "rule o f 78ths” ; that is, it shall represent at least as great a 
proportion of the original service charge over $25 in case o f a retail



installment sale o f a motor vehicle, or 310 in case of a retail installment 
sales o f goods other than a motor vehicle, as 111 the sum of the monthly 
or other periodic unpaid balances under the schedule of payments in 
the contract beginning as o f the date after the prepayment which is the 
next succeeding monthly or other periodic anniversary date o f the due 
date o f the first installment under the contract, or, if the prepayment 
is before the due date o f the first installment under the contract, then 
as of the date after the prepayment which is the next succeeding 
monthly or other periodic anniversary date o f the date of the contract 
bears to (2) the sum o f a ll the monthly or other periodic unpaid 
balances under the schedule of installment payments in the contract.

(cl If the amount o f refund credit is less than S I, no refund credit 
need be made. (§ 8 ch 141 SLA If,62)

Sec. 45.10.080. D e live ry  and co llection charges, and o the r 
provisions, (a) The holder of a retail installment contract may not 
collect any delinquency or collection charge other than attorney fees, 
court costs, and disbursements unless the contract so provides. In this 
case, the charge shall be reasonable, and no attorney fee may be 
recovered unless the contract is referred for collection to an ''ttorney 
not a salaried employee o f the holder.

(b) The contract may contain other provisions not inconsistent with 
the purposes of this chapter. ($ 9 ch 141 SLA 1962)

Sec. 45.10.090. Receipts and requests fo r  statements, (a) A 
buyer shall be given a written receipt for any payment when made in 
cash.

(b) Upon written request o f the buyer, the holder o f a retail 
installment contract shall give or forward to the buyer a written 
statement of the dates and amounts o f payments and the total amount 
unpaid under the contract. This statement shall be given the buyer 
once without charge: i f  an additional statement is requested by the 
buyer, it shall be supplied by the holder at a charge not in excess o f SI 
for each additional statement supplied, (i? 10 ch 141 SLA 1962)

Sec. 45.10.100. Conso lidation o f contracts, (a) If, it. a retail 
installment transaction, a retail buyer makes a purchase of goods or 
services from a retail seller from whom he has previously purchased 
goods or services under a retail installment contract, and the amount 
under the previous contract has not heen fu lly paid, the subsequent 
purchase may, at the seller’? option, be included in and consolidated 
with the previous contract. This chapter, with respect to a retail 
installment contract, is applicable to the subsequent purchase. In the 
event o f consolidation, the seller shall furnish to the buyer, before the 
due date o f the first installment of the consolidated contract, the items 
of information under AS 45.10.030 or 45.10.040 and a memorandum 
setting out
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(1) the outstanding balance o f the previous contract or contracts;
(2) the amount o f the time balance owed by the buyer to the seller 

for the subsequent purchase;
(3) the consolidated time balance: and
(4) the revised installments applicable to the consolidated time 

balance.
(b) The seller shall deliver a copy o f the memorandum to the buyer 

before the due date o f the first installment o f the consolidated contract.
(c) When the subsequent purchase is made, i f  the seller has retained 

title or taken a lien or other security interest in any o f the goods 
purchased under one o f the contracts included in the consolidation,

(1) the entire amount o f a ll payments made before the subsequent 
purchase is considered to have been applied on the previous purchase;

(2) i f  the amount o f each installment payment is not increased in 
connection with the subsequent purchase, the subsequent payments are 
considered to be allocated first to the previous purchase;

(3) if the amount o f each installment payment is increased in 
connection with the subsequent purchase, an amount equal to the 
original periodic payment is allocated first to the previous purchase, 
and the amount o f the increase may, at the ' seller’s option, be 
considered to be allocated to the subsequent purchase;

(4) the amount o f a down payme nt on the subsequent purchase is 
allocated in its entirety to the subsequent purchase.

(d) The provisions o f (c) o f this section do not apply to a case where 
the previous and subsequent purchases involve equipment, parts, or 
other goods attached or affixed to goods previously purchased and not 
fu lly paid, or to sprvices in connection with goods previously purchased 
and not fu lly paid, rendered by the seller at the buyer’s request. (§ 11 
ch 141 SLA 1962)

Sec. 45.10.110. Notice o f serv ice charge and month ly 
statement, (a) At or before the time a retail charge agreement is made, 
the seller shall advise the buyer in writing on the application form or 
otherwise, or orally that a service charge will be computed on the 
outstanding balance for each month .ich need not be a calendar 
month) or other regular period u upon, the schedule or rate by
which the service charge v "  .nputed, and that the buyer may pay
his total unpaid balance ime. I f  this information is given orally,
the seller shall, upor . n o v a )  of the buyer’s credit, deliver to the buyer 
or mail to him at his address a memorandum setting out this 
information.

(b) The seller or holder o f a retail charge agreement shall promptly 
supply the buyer with a statement as o f the end of each monthly period 
(which need not be a calendar month) or other regular period agreed 
upon in which there is an unpaid balance. The statement must include 
the unpaid balance under the retail charge agreement and the amount 
o f a service charge for the period. (§ 12 ch 141 SLA 1962)
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Sec. 45.10.120. Exten t o f service charge, (a) The service charge 
shall include a ll charges incident to investigating and making the 
retail installment contract or charge agreement and for the privilege 
of making the installment payments under the contract or agreement. 
No other fee, expense, or charge may be taken, received, reserved, or 
contracted for investigating and making the contract or agreement, or 
for the privilege o f making the payments.

(b) A seller or holder o f a retail installment contract may charge, 
receive and collect a service charge which shall not exceed the 
following rates multiplied by the number of months, including a 
fraction o f a month in excess o f 15 days as one month, elapsing between 
the date o f the contract and the due date o f the last installment,

(1) on so much o f the unpaid balance as does not exceed $1,000, 
five-sixths o f one per cent;

(2) i f  the unpaid balance exceeds S I,000, on so much of the unpaid 
balance as exceeds $1,000, two-thirds o f one per cent;

(3) if the total service charge so computed is less than $12, but if the 
due date o f the last installment of the contract is eight months or less 
after its effective date, 310.

(c) A seller or holder o f a retail charge agreement, revolving charge 
agreement or other retail charge agreement may charge, receive and 
collect a service charge not to exceed the following rates computed on 
the outstanding balances from month to month,

(1) on so much o f the outstanding balance as does not exceed $1,000, 
one and one-half per cent per month;

(2) if'he  outstanding balance is more than $1,000, one-twelfth o f the 
annual rate permitted under AS 45.45.010(b) per month on the excess 
over $1,000 o f the outstanding balance;

(3) if the service charge so computed is less than $1 for any month, 
$1;

(4) the service charge may be computed on a schedule o f fixed 
amounts if as so computed it is applied to a ll amounts o f outstanding 
balances equal to the fixed amount minus a differential o f not more 
than $5 provided that it is also applied to a ll amounts o f outstanding 
balances equal to the fixed amount plus at least the same differential. 
(§ 13 ch (41 SLA 1962; am § 1 ch 154 SLA 1966; am § 2 ch 79 SLA 
1980)
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Cross reference. — As to revolving credit plans, see A S 06.05.208.E ffect o f am endm ent. — The 1980 amendment substituted "one-twelfth of
the annual rate permitted under A£. 45.-15.0l0(b)" for "one per cent" following "more than S I ,000" in paragraph (2) of subsection (c).

Sec. 45.10.130. In su rance. I f  the cost o f insurance is included in 
the retail installment contract or retail charge agreement and a 
separate charge is made to the. buyer for the insurance,

2 1 0



S 4 5 .1 0 .1 4 0 T r a d e  a n d  C o m m e r c e § 4 5 .1 0 .1 8 0

(1) the contract or agreement must state the nature, purpose, and 
amount of the insurance, and in connection with the sale o f a motor 
vehicle, the contract must state that the insurance coverage ordered 
under the terms o f this contract does or doet not include "bodily injury 
liability," "public liability ," and "property damage liab ility”  coverage, 
as applicable;

(2) the contract or agreement must state whether the insurance is to 
be procured by the buyer or the seller;

(3) the amount included for the insurance may not exceed the 
premiums chargeable in accordance with the rate fixed for the 
insurance by the insurer except where the amount is less than S I; and 
if the insurance is cancelled or terminated for any reason, the refund 
for unearned insurance premiums received by the seller or his 
assignee, together with the unearned portion o f the service charge 
applicable to the insurance, shall be credited to the final maturing 
installments o f the retail installment contract or retail charge 
agreement, and the remaining balance o f the unearned insurance 
premiums shall be refunded to the buyer; however, no cash refund is 
required if the amount is less than S I;

(4) if the insurance is to be procured by the seller or holder, he shall, 
within 45 days after delivery o f the goods or furnishing of the services 
under the contract, deliver, mail, or cause to be mailed to the buyer at 
his address as specified in the contract a notice that the insurance is 
procured, a copy o f the policy or policies o f insurance, or a certificate 
o f the insurance so procured. (§ 14 ch 141 SLA 1962)

Sec. 45.10.140. Agreement not to assert c laim . A provision o f a 
retail installment contract or retail charge agreement by which the 
buyer agrees not to assert a claim or defense arising out o f the sale 
against the seller or an assignee is invalid. (§ 15 ch 141 SLA 1962)

Sec. 45.10.150. N onw aive r o f  chapter. No act or agreement o f the 
retail buyer before or at the time o f the making o f a retail installment 
contract, retail charge agreement, or purchases under the contract or 
agreement constitutes a valid waiver o f any o f the provisions o f this 
chapter or o f any remedies granted co the buyer by law. (§ 16 ch 141 
SLA 1962)

Sec. 45.10.160. Contracts and agreements executed before 
1963. This chapter does not invalidate or make unlawful a retail 
installment contract or retail charge agreement executed before 
January 1, 1963. (§ 22 ch 141 SLA 1962)

Sec. 45.10.170. Action by a tto rney genera l. The attorney general 
may bring an action in the name o f the s ate against a person to 
restrain and prevent a violation o f this cnapte \ < § 19 ch 141 SLA 1962)

Sec. 45.10.180. A ssurance o f  discontinuance, (a) In the
enforcement o f this chapter, the attorney general may accept an
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assurance o f discontinuance o f an act or practice considered in violation 
o f this chapter from a person engaging in or who has engaged in the 
act or practice. The assurance shall be in writing and be filed with and 
subject to the approval o f the superior court o f the district in which the 
alleged violator resides or has his {■' vcipal place o f business.

(b) Failure to perform the terms o f the assurance is prima facie proof 
o f a violation o f this chapter for the purpose o f securing an injunction 
as provided in AS 45.10.170, and for the purposes o f AG 45.10.190. 
(§ 20 ch 141 SLA 1962)

Sec. 45.10.190. B a rrin g  recove ry  fo r  noncompliance. A seller 
who enters into a contract or agreement which does not comply with 
the provisions o f this chapter or who violates a provision o f this chapter 
except as a result o f an accident or bona fide error may not recover a 
service charge, official fee, or a delinquency or collection charge under 
or in connection with the related retail installment contract or 
purchases under a retail charge agreement. The seller or holder may 
nevertheless recover from the buyer an amount equal to the cash price 
o f the goods or services and the cost to the seller or holder o f insurance 
included in the transaction. (§ 18 ch 141 SLA 1962)

Sec. 45.10.200. P ena lty  fo r  v io la tion  o f o rd e r o r in junction . A 
person who violates an order or injunction issued under this chapter is 
punishable by a fine o f not more than $1,000, or by imprisonment for 
not more than six months, or by both. (§ 21 ch 141 SLA 1962)

Sec. 45.10.210. P ena lty  fo r  v io la tion  o f chapter. A person who 
w ilfu lly and intentionally violates a provision o f this chapter is guilty 
o f a misdemeanor and, upon conviction is punishable by a fine o f not 
more than $1,000, or by imprisonment for not more than six months, 
or by both. (§ 17 ch 141 SLA 1962)

Sec. 45.10.215. Scope o f  chapter. For the purposes o f this chapter, 
a retail installment contract or retail cha. D agreement is entered into 
in this state, and is therefore subject to the provisions of this chapter, 
i f  either the seller offers or agrees to sell to a resident Alaska buyer in 
Alask or i f  a resident Alaska buyer accepts the offer to sell or makes 
the oiler to buy in Alaska, regardless o f any specification in the 
contract as to its situ*. (§ 2 ch 45 SLA 1978)

Sec. 45.10.220. Defin itions. In this chapter, unless the context 
otherwise requires,

(1) "cash sale price” means the price for which the seller would have 
sold or furr ;hed to the buyer and the buyer would have bought or 
obtained from the seller the goods or services which are the subject 
matter o f a retail installment transaction if the sale had been a sale for 
cash. The cash sale price may include taxes and charges for 
transferring vehicle titles, delivery, installation, servicing, repairs, 
alterations, or improvements;
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(2) "goods" means personal chattels purchased primarily for 
personal, family, or household use and not for commercial or business 
use, but does not include money or, except as provided in the next 
phrase, chose in action; "goods” incl ides but is not limited to 
merchandise certificates or coupons issued by a retail seller to be used 
in their face amount instead o f cash in exchange for goods or services 
solu by the seller and goods which, at the time o f sale or subsequently, 
are to be so affixed to real property as to become a part o f it, whether 
or not severable from it;

(3) "official fees”  means the amount of the fees set by law for filing, 
recording, or otherwise perfecting and releasing or satisfying a 
retained title, lien, or other security interest created by a retail 
installment transaction;

(4) "person” means an individual, partnership, jo in t venture, 
corporation, association, or any other group, however organized;

(5) "prii cipal balance” means the cash sale price o f the goods or 
services wh> ’ h are the subject matter o f a retail installment contract 
less the amount o f the buyer’s down payment in money or goods or both, 
plus the amounts for insurance and official fees included in the contract 
if a separate identified charge is made and stated in the contract for 
insurance and official fees;

(6) "rate" means the percentage which, when multiplied times the 
outstanding balance for each month or other installment period, yields 
the amount o f the service charge for the month or period;

(7) "retail buyer” or "buyer” means a person who buys or agrees to 
buy goods or obtain services or agrees to have services rendered or 
funrshed from a retail seller;

(8) "retail charge agreement,”  "revolving charge agreement,” or 
"charge agre.ment” means an instrument (A) entered into or 
performed in the stace which sets out the terms of retail installment 
transactions which may be made under the agreement from time to 
time, and (B) under the terms o f which a service charge is to be 
computed from time to time in relation to the buyer’s unpaid balance;

(9) retail installment contract” or "contract” means a contract, 
other than a retail charge agreement or an instrument reflecting a sale 
price made under a retail charge agreement, entered into or performed 
in the state for a retail installment transaction; "retail installment 
contract” includes (A) a chattel mortgage, (B) a conditional sale 
contract, and (C) a contract in the form of a bailment or a lease if the 
bailee or lessee contracts to pay a sum substantially equivalent to or 
in excess o f the value o f the goods sold as compensation for their use 
and i f it is agreed that the bailee or lessee is bound to become, or for 
no other or a merely nominal consideration, has the option o f becoming 
the owner o f the goods upon fu ll compliance with the provisions o f the 
bailment or lease; ,
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(10) "retail installment transaction" means a transaction in which 
a retail buyer purchases goods or services from a retail seller under a 
retail installment contract or a retail charg ; agreement which provides 
for a service charge under which the buyer agrees to pay the unpaid 
balance in one or more installments;

(11) "retail se ller" or "seller" means a person engaged in the 
business o f selling goods or services to retail buyers;

(12) "service charge," however denominated or expressed, means the 
amount which is paid or payable for the privilege o f purchasing goods 
or services to be paid for by the buyer in insta.1’ lents over a period of 
time; "service charge" does not include the amount charged for 
insurance premiums, delinquency charges, attorney fees, court costs, or 
official fees;

(13) "services" means work, labor, or services o f any kind purchased 
primarily for personal, family, or household use and not for commercial 
or business use, whether or not furnished in connection with the 
delivery, installation, servicing, repair, or improvement of goods; 
"services" includes repairs, alterations, or improvements upon or in 
connection with real property, but does nut include the services o f a 
professional person licensed by the state, or services for which the price 
charged is required by law to be determined or approved by or to be 
filed, subject to approval or disapproval, with the United States or a 
state or a department, division, agency, officer, or official o f either as 
in the case o f transportation services;

(14) "time balance" means the principal balance plus the service 
charge. (§ 1 ch 141 SLA 1962)

Sec. 45.10.230. Sho rt title. This chapter may be cited as the Alaska 
Retail Installment Sales Act. (§ 23 ch 141 SLA 1932)

Chapter 20. Purchase of Ore.Section Section10. Claim ant in possession considered 40. Failure to bring actionowner of ores 50. Liability of purchaser to person20. When purchaser considered owner of adjudged owner or entitled toore: nonliability to person possessionsubsequently adjudged owner 30. Notice to purchaser by claimant or owner out of possession
Sec. 45.20.010. C la im ant in possession considered ow ner o f 

ores. A person in the actual and peaceable possession o f a mining 
claim, under claim or color o f title, and engaged in the mining, 
shipment and treatment, or sale o f ore from it, shall, as to a ll persons 
purchasing the ore in good faith and without notice as provided in this 
chapter o f the title or claim o f title, or ownership o f anothr • person to 
it, be considered to be the lawful owner o f the ore. <§ 29-4-1. ACLA 
1949)
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Chapter 45. Trade Practices.
Article1. Interest (§ 45.45.010)2. Collection of Advance Interest l§ 45.45.080)5. Regulation of Motor Vehicle Repairs (§ 45.45.240)6. Motor Vehicle Warranties (§§ 45.45.300 — 45 45.360)

Article 1. Interest.Section10. Legal rate of interest
Sec. 45.45.010. Legal rate of interest, (aj The rate of interest in 

the state fs 10.5 percent a year and no more on money after it is du° 
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 which is more than five percentage 
points above the annual rate charged member banks for advances by 
the 12th Federal Reserve District on the day on which the contract or 
loan commitment is made. A  contract or loan commitment in which the 
principal amount exceeds §25,000 is exempt from the limitation of this 
subsection.

(c ) [Repealed, § 3 ch 84 SLA 1973.]
(d) [Repeahd, § 2  ch 94 SLA 1981.]
(e) ]Repealed. § 4 ch 146 SLA 1974.]
(f) No bank, credit union, savings and loan institution, pension fund, 

insurance company or mortgage company may require or accept any 
percent of ownership or profits above its interest rate. This subsection 
does not apply to a loan if the principal amount of the loan is §1,000,000 
or more and the term of the loan is five years or more.
(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) If the limitations on interest rates provided for in this section are 

inconsistent with the provisions of any other statute covering maxi­
m u m  interest, service charges .. * discount rates then the provisions of 
the other statute prevail. (§ 25-1-1 ACLA 1949; am § 20 ch 143 SLA 
1968; 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 §§ 1 —  4 ch 146 
SLA 1974; am § 1 ch 110 SLA 1976; am § 1 ch 159 SLA 1976; am § 2 
ch 107 SLA 1980; am §§ 1, 2 ch 94 SLA 1981; am § 1 ch 56 SLA 1982)

Cross references. — As to alternate tuted "on the day on” for "tl.at prevailed ontechnology and power resource loans, see the 25th day of the month preceding theA S 45.88.030(e). commencement of the calendar quarterE ffect o f am endm ents. — The 1981 during" preceding "which the contract” inamendment, in subsection (b), deleted die first sentence and substituted"dated after Jun e 4. 1976" following "525,000" for "5100,000" preceding 'is"contract or loan commitment" and substi- exempt" in the second sentence. The



§ 4 5 ,4 5 .0 1 0 T r a d e  a n d  C o m m e r c e § 4 5 .4 5 .0 1 0amendment also repealed subsection id) which read "Notice of the annual rate charge member banks for advances by the 12th Federal Reserve District prevailing on the 25th day of the month preceding the commencement of 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."
N O T E S  TO

The purpose o f prejudgm ent inter­est, etc.The purpose of awarding prejudgment interest is not to penalize the losing party, but rather to compensate the successful claimant for losing the use of the money between the date he or she was entitled to it and the date of judgment, and a corollary purpose is to prevent the judgment debtor from being unjustly enriched by the use of that money. Bevins v. Peoples Bank & Trust Co., Sup. C’t. Op. No. 2746 (File No. 7228), 671 P.Cd 875 (1983).Interest on funds deposited in inter­pleader actions. — As a general rule, interest on funds deposited with the court in interpleader actions is not recoverable from the unsuccessful claimant because the funds were not in his or her possession, available for investment; but when an unsuccessful claimant had no legitimate claim to the funds, the court may award interest against the claimant since by tiling his suit, the claimant had caused the funds to be interpleaded and thereby deprived the other party of their use. Bevina v. Peoples Bank & Trust Co., Sup. Ct. Op. No. 2746 (File No. 7228), 671 P.2d 875 (1983).A pplication o f  variable interest rate form ula. — Provision in note for "interest after maturity at the highest lawful contract rate" is sufficient to constitute an express interest agreement setting inter­est at highest rate sanctioned by applica­tion of variable interest rate formula. Riley v. Northern Com. Co., Sup. Ct. Op. No. 2534 (File No. 5754), 648 P.2d 961 (1982).Where promissory note provided for "interest after maturity at the highest lawful contract rate," award of postjudgment interest at highest rate

The 1982 amendment, in subsection (f), inserted ’’credit union” in the first sen­tence and added the present second sen­tence.Editor's notes. — Section 3, ch. 107, SLA  1980, added a subsection • i t to this section but the provisions of that subsec­tion have been renumbered as AS 09.30.065.
D E C IS IO N S

allowable on date of maturity, pursuant to interest rate formula in this section, was proper. Riley v. Northern Com. Co., Sup. Ct. Op. No. 2534 (File No. 5754), 6-18 P.2d 961 (19„?).Rate set forth in subsection (a) is not t.’ ■ • highest legal rate formula of interest; omy by application of the variable interest rate in it possible to ascertain the highest legal rate of interest. Riley v. Northern Com. Co.. Sup. Ct. Op. No. 2534 (File No. 5754), 648 P.2d 961 (1982).Note provision calling for "highest lawful rate of maturity" indicates intent to- be bound by modifications to statutory formula enacted prior to maturity, Riley v. Northern Com. Co.. Sup. C t. Op. No. 2534 (File No. 5754), 648 P.2d 961 (1982).Where interest provision is intended to establish compensatory damages for detention of money, language in subsec­tion (b) that amended formula applies only to contracts executed after June 4, 1376, does not preclude parties to contract from agreeing to be bound by future modifica­tions in the statutory formula. Riley v. Northern Com. Co., Sup. Ct. Op. No. 2534 (File No. 5754), 648 P.2d 961 (1982).Applied in Alaska Far E. Corp. v. Newby, Sup. C t. Op. No, 2384 (File No. 5238), 630 P.2d 533 (1981); Land & Marine Rental Co. v. Rawls, Sup. Ct. Op, No. 2777 (File Nos. 6963-7090), P.2d (1984).Stated in Triangle, Inc. v. State, Sup. Ct. Op. No. 2405 (File No. 4811), 632 P.2d 965 (1981).Cited in State v. Alaska Continental Dev. Corp., Sup. Ct. Op. No. 2254 (File Nos. 4121, 4122), 630 P.2d 977 (1980); Mullen v. Christiansen, Sup. Ct. Op. No. 2482 (File Nos. 4986), 642 P.2d 1345 (1982).
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A rtic le  2. Co llection o f Advance Interest.Section80. Money lenders may collect interest in advance
Sec. 45.45.080. Money lenders may co llect in terest in advance,

(a) A lender o f money may, either upon the security o f personal prop­
erty or othenvise, charge and receive interest in advance.

(b) In the case o f a secured or unsecured instrument loan not 
exceeding the principal amount o f 510,000 (not including interest) 
which is repayable in substantially equal installments over a period 
not exceeding seven years, a lender o f money may contract for a charge 
at a rate not exceeding 56 a year for each 5100 (true annual interest 
rate for "add-on method” o f computation at a rate not to exceed 11.1 per 
cent; or true annual interest rate for "discount method” o f computation 
at a rate not to exceed 11.8 per cent) upon the original face amount o f 
the instrument evidencing the loan for the entire period o f the loan. 
This charge may be collected in advance. However, i f  the unpaid bal­
ance outstanding on a loan is paid before maturity, the lender shall 
give a refund or credit o f the unearned portion o f the charge, which 
refund or credit represents at least as great a proportion o f the original 
charge as the sum of the periodical time balances after the date o f 
prepayment bears to the sum o f a ll the periodical time balances under 
the schedule o f payments in the original instrument. The lender is not 
required to refund or credit any portion o f the unearned charge which 
would result in a net charge on a loan less than the minimum charge 
provided for in this section, or to mat e a refund or credit where the 
amount o f the refund or credit computet, 1 as set out in this section would 
be less than $5 for each loan paid before the maturity date.

(c) No additional amount may be charged or contracted for on or in 
connection with an installment loan provided for in (b) o f this section 
except the following:

(1) delinquency charges not to exceed five cents for each 51 o f each 
installment more than 15 days in arrears, except that the total delin­
quency charges on an installment loan may not exceed 515, and only 
one delinquency charge may be made on each installment;

(2) premiums paid by the lender for insurance required or obtained 
as security for or by reason oi che installment loan;

(3) the amounts necessary to reimburse the lender for fees paid to a 
public officer for filing, recording, or releasing any instrument or 'ien; 
and

(4) the actual expenditures, including reasonable attorneys’ fees for 
legal process or proceedings, to secure or collect the installment loan.

(d) Advertising concerni such installment loans which contains a 
statemen, o f an amount, or rate o f charge, shall also contain the 
percentage rate, either per month or per year, computed on declining
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balances o f the face amount o f the loan instrument to which the charge 
would be equivalent i f  the loan were repaid according to contract. This 
advertising requirement may be complied with by stating the equiv­
alent percentage rate which would earn the charge for a loan repayable 
in 12 equal consecutive monthly installments, and the stated rate may 
be closely approximate, rather than exact, i f  the statement so indicates. 
This requirement does not apply to an advertisement in which an 
amount, or rate o f charge, is indicated only by a table which contains 
and is confined to examples o f the face amount o f the loan instrument, 
the proceeds to th j borrower exclusive o f the charge, and the amount, 
number and intervals o f the required payments. (§ 1 ch 48 SLA 1951; 
am §§ 1, 2 ch 71 SLA 1968)

E ditor’s notes. — This section is set out above to correct a minor error in the main pamphlet.
A rtic le  5. Regu lation o f M otor Vehic le Repairs .Section

240. Definitions

Sec. 45.45.130. R ep a ir o rd e r.

N O T E S  T O  D E C IS IO N S
Cited  in State v. Grogan, Sup. Ct. Op.No. 2355 (File No. 5199). 628 P.2d 570 (1981).
Sec. 45.45.240. Defin itions. In AS 45.45.130 — 45.45.240
(1) "customer” includes a person authorized by the customer to act 

on the customer’s behalf;
(2) "motor vehicle” or "vehicle”  means a motor vehicle as defined in 

AS 28.40.100 which is required to be registered under AS 28.10, or with 
a governmental agency o f another jurisdiction performing a sim ilar 
function;

(3) "motor vehicle repair shop” or "shop” means an individual, corpo­
ration, partnership, or other form of business organization engaged in 
the motor vehicle repair business and includes owners, officers, 
directors, agents, employees, and representatives but excludes the 
following:

(A) a shop engaged solely in the business o f repairing the motor 
vehicles o f a single commercial, industrial or governmental estab­
lishment, or o f two or more o f these establishments which are related 
by common ownership or corporation affiliation;

(B) a person repairing his own or a family member’s motor vehicle;
71
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(4) "repair” or "repairs” means the improvement, adjustment, 
replacement, examination, diagnosis, maintenance, servicing, removal 
or installation o f any component or part o f a motor vehicle, but does not 
include towing or the supply o f motor fuel to a motor vehicle. (§ 1 ch 
146 SLA 1976; am § 21 ch 144 SLA 1977)

330. Failure to replace or refund
Sec. 45.45.300. R epairs requ ired . I f  a new motor vehicle does not 

conform to an express warranty that is applicable to it and the owner 
o f the vehicle reports the defect or condition to the manufacturer of the 
vehicle or to the manufacturer’s or distributor’s dealer during the term 
o f the warranty, the manufacturer, distributor, dealer, or a repairing 
agent shall make the necessary repairs to conform the vehicle to the 
express warranty. (8 1 ch 101 SLA 1984)

Revisor’s notes. — As enacted, this sec- were renumbered in 1984 as A S 45.45.305 tion contained subsections (b)-(m). They — 45.45.360.
Sec. 45.45.305. Rep lacem ent o r re fund . I f  duAng the term o f the 

express warranty or within one year from the date of deliveiy o f the 
motor vehicle to the original owner, whichever period terminates first, 
the manufacturer, distributor, dealer, or repairing agent is unable to 
conform the motor vehicle to an applicable express warranty after a 
reasonable number o f attempts, the manufacturer or distributor shall 
accept the return o f the nonconforming motor vehicle, and, at the 
owner's option, shall replace the nonconforming vehicle with a new, 
comparable vehicle or shall refund the fu ll purchase price to the owner 
less a reasonable allowance for the use o f the motor vehicle from the 
time it was delivered to the original owner. A refund under this section 
shall be made to a lienholder o f record, i f  any, and the owner, as their 
interests may appear. (§ 1 ch 101 SLA 1984)

Revisor’s notes. — Enacted as A S 45.45.300(b). Renumbered in 1984.

A rtic le  6. M oto r Vehic le W arranties.Section300. Repairs required 305. Replacement or refund 310. Notice by owner 315. Exceptions 320. Presumption 325. Parts availability

Section335. Resale without disclosure prohibited340. Other rights and remedies345. Rooair facilities350. I." .iinbursement of shipping costs355. Arbitration or mediation360. Definitions

Sec. 45.45.310. Notice by owner. In order to claim a refund or 
replacement under AS 4o.45.305, the owner shall give written notice 
by certified mail to the manufacturer and its dealer or repairing agent
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at any time before 60 days hav,_ --lapsed after the expiration o f the 
express warranty or the one-year period after the date o f delivery o f the 
motor vehicle to the original owner, whichever period terminates first, 
(1) stating that the vehicle has a nonconformity; < 2) providing a reason­
able description o f the nonconformity; (3) stating that the manufac­
turer. distributor, dealer, or repairing agent has made a reasonable 
number o f attempts to conform the vehicle; and (4) stating that the 
owner demands a refund or replacement vehicle to be delivered on the 
60th day after the mailing o f the written notice. Witnin 30 days after 
receiving the notice required by this section the manufacturer may 
make a final attempt to conform the vehicle before a refund or replace­
ment is made under AS 45.45.305. (§ 1 ch 101 SLA 1984)

R evisor’s notes. — Enacted as A S minor punctuation and word chances were 45.45.300(c). Renumbered in 1984, also, made in 1984.
Sec. 45.45.315. Exceptions. An owner may not receive a refund or 

replacement under AS 45.45.300 — 45.45.360 i f  the manufacturer or 
distributor shows that the nonconformity complained of

(1) does not mbstantially impair either the use or the market value 
o f the motor vehicle; or

(2) is the result of
(A) alteration o f the motor vehicle by the owner or a person other 

than a dealer or repairing agent that is not authorized by the manufac­
turer or distributor; or

(B ) abuse or neglect by the owner or a person other than the dealer 
or repairing agent. (§ 1 ch 191 SLA 1984)

Revisor's notes. — Enacted as AS 45.45.300(d). Renumbered in 1984.
Sec. 45.45.320. P resum ption . A presumption that a reasonable 

number o f attempts have been made to conform a motor vehicle under 
an applicable express warranty it established if:

(1) the same nonconformity has been subject to repair three or more 
times by the manufacturer, distributor, dealer, or repairing agent 
during the term o f the express warranty or the one-year period after 
delivery o f the motor vehicle to the original owner, whichever period 
terminates first, but the nonconformity continues to exist; or

(2) the vehicle is out o f service for repair for a total o f 30 or more 
business days during the express warranty term or the one-year period 
referred to in (1) o f this section, whichever period termii ates first; any 
period o f time that repairs are not performed for reasons that are 
beyond me control o f the manufacturer, distributor, dealer, or 
repairing agent is excluded from the 30-day time period referred to in 
this paragraph. (§ 1 ch 101 SLA 1984)

7 3
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Sec. 45.45.325. P a rts  ava ilab ility . A manufacturer whose vehicles 

are sold in the state through an auth dzed dealer shall provide its 
dealer or repairing agent with any pr . necessary to make a repair of 
a nonconformity covered under an express warranty, as soon as pos­
sible, without additional charge for freight or handling, i f  the part is 
not in the dealer's or agent’s inventory when the nonconforming vehi­
cle is brought to the dealer or repairinQ agent for repair. (§ 1 ch 101 
SLA 1984)

Revisor’s notes. -  Enacted as AS 45.45.30010. Renumbered in 1984.
Sec. 45.45.330. Fa ilu re  to rep lace o r re fund . A manufacturer or 

distributor who fails to refund the fu ll purchase price o f a motor vehicle 
or replace the motor vehicle when the. 3 is a requirement to do so under 
AS 45.45.300 — 45.45.360 is presumed to have committed an unfair 
trade practice under AS 45.50.471. (8 1 ch 101 SLA 1984)

Revisor’s notes. — Enacted as A S 45.45.300(g). Renumbered in 1984.
Sec. 45.45.335 Resa le w ithout d isc losu re prohib ited . A motor 

vehicle returned under AS 45.45.305 may not be resold by the manufac­
turer or distributor in the state unless fu ll disclosure o f the reason for 
the return is made to the prospective buyer before the resale is 
concluded. (§ 1 ch 101 SLA 1984)

Revisor's notes. — Enacted as AS 45.45.300(h). Renumbered in 1984.
Sec. 45.45.340. O ther rights and remedies. The provisions o f AS 

45.45.300 —  45.45.360 do not lim it other rights and remedies that may 
be available to the owner o f a motor vehicle under other provisions of 
law. This section does not create a new cause o f action ag a in s td ea le r 
or repairing agent who sells or attempts to repair a motor vehicle found 
to be nonconforming under AS 45.45.300 —  45.45.360. (§ 1 ch 101 SLA 
1984)

R evisor’s notes. — Enacted as A S 45.45.300l i>. Renumbered in 1984.
Sec. 45.45.345. R epa ir facilities. A manufacturer or distributor or 

motor vehicles who authorizes the sale o f the manufacturer’s or distrib­
utor’s motor vehicles in the state shall maintain authorized dealership
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facilities within the state that are able to perform the service and make 
the repairs required by the manufacturer's express warranty and bv 
AS 45.45.300 — 45.45.360. (§ 1 ch 101 SLA 1984)

Revisor’s notes. — Enacted as AS 45.45.300<j). Renumbered in 1?84.
Sec. 45.45.350. Reimbursem ent o f shipping costs. A manufac­

ture1' or distributor who accepts the return o f a nonconforming motor 
vehicle under AS 45.45.305 shall reimburse the owner for any reason­
able cost incurred in shipping the vehicle to and from the nearest 
authorized facility for warranty service and repair o f a nonconformity 
that causes the return o f the vehicle. (§ 1 ch 101 SLA 1984)

P '"'iso r’s notes. — Enacted as AS 45.45.300(ki. Renumbered in 1984.
Sec. 45.45.355. A rb itra tion  o r mediation. I f  a manufacturer or 

distributor has established an informal dispute settlement procedure 
that substantially complies with the requirements o f 16 C.F.R. 703, as 
that section may be amended, or i f  the manufacturer or distributor, 
after receipt o f notice required by AS 45.45.310, offers in writing to 
participate in an arbitration or mediation process with the ownei and 
the arbitration or mediation decision is binding on the manufacturer 
or distributor but not on the owner, and if the informal dispute 
settlement or arbitration or mediation process is approved by the attor­
ney general, the provisions o f AS 45.45.305 concerning refund or 
replacement or AS 45.45.350 concerning shipping costs do not apply to 
an owner who has not first resorted to the informal dispute settlement 
procedure or arbit. ation or mediation process. (§ 1 ch 101 SLA 1984)

Revisor's notes. — Enacted as AS 45.45.300(/). Renumbered in 1984.
Sec. 45.45.360. Defin itions. In AS 45.45.300 — 45.45.360,
(1) "dealer" means a person who has obtained a franchise from, or is 

authorized by, a motor vehicle manufacturer to engage in the retail 
sale and warranty repair o f the manufacturer’s new motor vehicles in 
the state;

(2) "distributor” means a person who is authorized by a manufac­
turer to engage in the wholesale distribution o f the manufacturer’s new 
motor vehicles in the state;

(3) "express warranty”  or "warranty” means an express written war­
ranty provided by the manufacturer o f a new motor vehicle;

(4) "fu ll purchase price” means the total price paid for a motor vehi­
cle by the original owner, including costs added to the retail price, such 
as original registration fees, transportation fees, dealer preparation, 
and dealer installed options;

7 5
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(5) "manufacturer” means a person who by labor transforms raw 
materials and component parts into motor vehicles for wholesale or 
retail sale;

(6) "motor vheicle” or "vehicle” means a land vehicle having four or 
more wheels, that is self-propelled by a motor, is normally used for 
personal, family, or household purposes, and is required to be regis­
tered under AS 28.10; but does not include a tractor, farm vehicle, or 
a vehicle designed primarily for off-road use;

(7) "nonconformity”  means a defect or condition in a motor vehicle 
caused by a manufacturer, d: ;tributor, dealer or repairing agent that 
substantially impairs the use or market value o f a vehicle;

(8) "owner” means a purchaser, other than for resale, o f a new motor 
vehicle, and a person to whom ownership o f the motor vehicle is trans­
ferred in conformity with AS 28;

(9) "reasonable allowance” means an amount attributable to an 
owner’s use o f a motor vehicle; a "reasonable allowance” may not 
exceed an amount equal to the depreciation in value o f the vehicle for 
the period during which the vehicle is available for use by the owner, 
calculated by a straight line depreciation method over seven years, 
plus an amount equal to the depreciation in value o f the vehicle that 
is caused by

(A) any neglect or abuse by the owner; or
fB) body damage not caused by a nonconformity;
vlO) "repairing agent” means a person who has been specifically 

authorized by a motor vehicle manufacturer or distributor to perform 
warranty repairs in the state on one or more o f the manufacturer’s or 
distributor’s motor vehicles;

(11) "substantially impairs the market value” means a 
nonconformity that substantially decreases the dollar value o f a vehi­
cle to the owner when compared to the dollar value o f a sim ilar vehicle 
that does not have the nonconformity;

(12) "substantially impairs the use” means a nonconformity that 
prevents a motor vehicle from being operated or makes the vehicle 
unsafe to operate. (§ 1 ch 101 SLA 1984)

R evisor’s notes. — Enacted as A S 45.45.300(m). Renumbered in 1984.
A rtic le  10. M iscellaneous.

Sec. 45.45.900. Indem nification agreements con tra to public 
policy.

N O T E S  TO  D E C IS IO N S
A p p licab ility  o f section. — This sec- 1975, and governs contracts executed on or tion became effective on September 23, after that date. Contracts executed before
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§ 4 5 .5 0 .0 1 0 T r a d e  a n d  C o m m e r c e $ 4 5 .5 0 .0 1 0that date are governed by the rule an­nounced in Burgess Constr. Co. v. State. 614 P.2d 1380 (Alas 1980), that an indem­nity clause is eflectivt to shift responsibil­ity for an accident, where the indemnitee is
negligent and the indemnitor is not. Stephen & Sons v. Municipality of Anchorage. Sup. Ct. Op. No. 23681 File No. 5102). 629 P .2d 71 (198U.

Chapter 50. Competitive Practices and Regulation 
of Competition.A rticle1. Trademarks (§ 45.50.010)3. Authorship (Repealed)4. Unfair Trade Practices and Consumer Protection (!) 45.50.561)5. Monopolies; Restraint of Ttade (§ 45.50 ^72)

Cross references. — fo r  transitional to this chapter, sees 14, ch. 107, SLA  1984provisions related to ihe 1984 amendment in the Temporary and Special Acts.
Article 1. Trademarks.Section10. Registrability

Sec. 45.50.010. Reg istrab ility . A trademark may not be registered 
i f  it

(1) consists o f immoral, deceptive or scandalous matter;
(2) consists o f matter which may disparage or falsely suggest a con­

nection with persons, living or dead, institutions, beliefs, or national 
symbols, or bring them into contempt, or disrepute;

(3) consists o f the flag or coat o f arms or other insignia of the United 
States, or o f a state or municipality, or o f a foreign nation, or 
simulation o f any o f these;

(4) consists o f the name, signature or portrait of a living individual, 
except with his written consent;

(5) consists o f a mark which,
(A) is merely descriptive or deceptively misdescripo. /e of the appli­

cant’s goods, or
(B) is prim arily geographically descriptive or deceptively 

misdescriptive o f the applicant’s goods, or
(C) is primarily merely a surname; however, this does not prevent 

the registration o f a mark used in the state by the applicant which has 
become distinctive o f the applicant’s goods; as evidence that the mark 
has become distinctive, the commissioner may accept proof o f

7 7



§ 44.31.020 S t a te  G o v e r n m en t § 44.31.200N O T E S  T O  D E C IS IO N S
Stated in Lebert v. Hammond, Sup. C t. tive Law, § 1 et seq.; 63 Am. Ju r . 2d. Pub-Op. No. 2653 (File No. 5954), 661 P.2d 635 lie Officers and Employees, 5 22; 72 Am.Collateral references. — 18 Am . Ju r . Dependencies. 8 62.2d, Labor and Labor Relations, § 1 et seq.; 55 C .J .S ., Manufacturers § 1 et seq.; 9853 Am. Ju r. 2d, Master and Servant, § 121 C .J .S ., Work and Labor § 1 et seq. et seq.; 1 and 2 Am. Ju r . 2d, Administra-
Sec. 4 4 .3 1 .0 2 0 . Duties o f departm ent. The Department o f Labor 

shall:
(1) enforce the laws, and adopt regulations under them concerning 

employer-employee relationships, including the safety, hours o f work, 
wages, and conditions o f workers, including children;

(2) accumulate, analyze and report labor statistics;
(3 ) operate systems of workers' compensation and unemployment 

insurance; and
(4 ) gather data reflecting the cost o f living in the various election 

districts of the state upon request o f the director o f personnel under AS 
3 9 .2 7 .0 3 0  —  3 9 .2 7 .0 4 0 . (§ 13 ch 64  SLA 1959 ; am § 1 ch 93 SLA 1960 ; 
am § 2 ch 226  SLA 1970 ; am § 112  ch 127 SLA 1974 )

Revisor’s notes. — In 1980 the term for "workmen's compensation," pursuant "workers’ compensation" was substituted to § 60, ch. 94, SLA  1980.
Secs. 44.31.100 —  44.31.200. Employment Advisory Commission. 

[Repealed, § 4 ch 74 SLA 1969.]

Chapter 33. Departnu »t of Commerce 
and Economic Development.

Article1. Organization (§§ 44.33.010 — 44.33.020)2. Alaska Division of Tourism (§§ 44.33.120 — 44.33.180)3. Tourism Advisory Board (§§ 44.33.190 — 44.33.230)4. Child Care Facility Revolving Loan Fund (§§ 44.33.240 — 44.33.275)5. Areas Impacted by Economic Disaster (§§ 44.33.285 — 44.33.310)6. Cultural Facilities Grants (§§ 44.33.401 — 44.33.430) ,
7. Native Art Competitions (§§ 44.33.501 — 44.33.512)8. Alaska Foreign Offices (§§ 44.33.530 — 44.33.550)9. Power Development Revolving Loan Fund (§§ 44.33.600 - ■ 14.33.630)

(1983). Ju r . 2d, States, Territories and

Article 1. Organization,

Section10. Commissioner of commerce and eco­nomic development 20. Duties of department
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Sec. 44.33.010. Commissioner of commerce and economic 
development. The principal executive officer of the Department of 
Commerce and Economic Development is the commissioner of com­
merce and economic development. (§ 14 ch 64 SLA 1959; am § 6chl86 
SLA 1960; am § 95 ch 218 SLA 1976)

Collateral referen ces.— 1 5 A A m .Ju r. 15 C .J .S ., Commerce, 5 1 et seq.; 732d, Commerce, 5 1 et seq.; 1 and 2 Am. C .J .S . Public Administrative Law, § 1 et Ju r . 2d, Administrative Law, § 1 et seq.; seq.63 Am. Ju r . 2d. Public Funds, § 1 et seq.;63 Am. Ju r . 2d, Public Officers and Employees, § 22.
Sec. 44.33.020. Duties of department. The Department of Com­

merce and Economic Development shall
(1) administer the state programs relating to commerce, enforce the 

laws relating to these programs, and adopt regulations under these 
laws;
(2) register corporations;
(3) collect corporation franchise taxes;
(4) enforce state laws regulating public utilities and other public 

service enterprises, banking and securities, insurance, and other busi­
nesses and enterprises touched with a public interest;
(5) make veterans’ loans;
(6) inspect weights and measures;
(7) promote and develop civil aviation;
(8) furnish the budgeting, clerical and administrative services for 

regulatory agencies and professional and occupational licensing boards 
not otherwise provided for;
(9) [Repealed, E.O. No. 39 § 13 (1977).]
(10) [Repealed, E.O. No. 33 (1968).]
(11) before the commencement of each calendar quarter, furnish 

lendi-ig institutions, title insurance companies, mortgage companies 
and clerks of the respective superior courts with the 12th Federal 
Reserve District discount rate that is to be used during that calendar 
quarter for computing the maximum rate of interest under AS 
45.45.010(b);
(12) conduct studies, enter into contracts and agreements, and make 

surveys relating to the economic development of the state and, when 
appropriate, assemble, analyze, and disseminate the findings obtained;

(13) provide factual information and technical assistance for poten­
tial industrial and commercial investors;
(14) receive gifts, grants, and other aid that facilitate the powers and 

duties of the department from agencies and instrumentalities of the 
United States or other public or private sources;
(15) establish and activate programs to achieve balanced economic 

development in the state and advise the governor on economic 
development policy matters;

9 6
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(16) formulate a continuing program for basic economic 
development and for the necessary promotion, planning and research 
that will advance the economic development o f the state;

(17) cooperate with private, governmental and other public institu­
tions and agencies in the execution o f economic development programs;

(18) review the programs and annual reports o f other departments 
and agencies as they are related to economic development and prepare 
an annual report on the economic growth o f the state;

(19) administer the economic development programs o f the state;
(20) perform a ll other duties and powers necessary or proper in 

relation to economic development and planning for the state;
(21) request tourism-related businesses in the state to provide data 

regarding occupancy levels, traffic flow and gross receipts and to par­
ticipate in isitor surveys conducted by the department; data collected 
under this / iragraph which discloses the particulars of an individual 
business is not a matter o f public record and shall i kept confidential; 
however, this restriction does not prevent the department from using 
the data to formulate tourism economic impact infor nation including 
expenditure patterns, tax receipts and fees, employment and income 
attributable to tourism, and other information considered relevant to 
the planning, evaluation and policy direction of tourism in ‘.he state.

(22) [Repealed, E.O. No. 47, § 6 (1980).]
(23) administer the program o f state assistance for the construction 

and development cultural facilities in accordant with AS 44.33.401 
—  44.33.417;

(24) provide administrative and budgetary services to the Real 
Estate Commission (AS 08.88) as requested by the commission;

(25) operate motor vehicle v/eighing stations, issue special written 
permits authorizing the operation o f overweight and oversize vehicles, 
establish fees for the overweight and oversize vehicle special permits, 
enforce the size, weight, and load limitations adopted by the Depart­
ment o f Transportation and Public Facilities under AS 19.10.060, and 
establish regulations relating to pilot car services and the enforcement 
o f the size, weight, and load limitations adopted under AS 19.10.060;

(26) administer the A laska Foreign Offices established by AS 
44.33.530. (§ 14 ch 64 2LA 1959; am § 6 cn 186 SLA 1960; am § 2 ch 
1 SLA 1961; am § 2 ch 55 SLA 1963; am § 2 ch 70 SLA 1965; am E.O. 
No. 33 (1968); am § 4 ch 94 SLA 1969; am § 6 ch 207 SLA 1975; am 
§ 1 ch 116 SLA 1976; am § 96 ch 218 SLA 1976; am E.O. No. 39, § 13 
(1977); am E.O. No. 40, § 2 (1979); am § 4 ch 62 SLA 1979; am E.O. 
No. 47, § 6 (1980); am § 33 ch 167 SLA 1980; am § 1 ch 77 SL4. 1982; 
am E.O. No. 57, § 2 (1984); am § 1 ch 120 SLA 1984)

Crosi references. — As to establishing E ffe ct o f am endm ents. — Section 6,lim itation on weight and load of vehicles, E .O . No. 47 (1980) repealed paragraph see A S 19.10.060(1). (22).



§ 4 4 .3 3 .0 2 5 A l a s k a  S t a t u t e s § 4 4 .3 3 .1 2 0Section 33, ch. 167, SL A  1980, added paragraph (24).The 1982 amendment added paragraph(25).The first 1984 amendment added pare • graph (26).The second 1934 amendment sr.asti- tuted ''Offices” for "Office” in paragraph(26).E ditor’s notes. — The duties, powers, and responsibilities in rdspect to tha accu­mulation, analysis, and reporting of com­mercial and industrial statistics, the

promotion of the economic and tourist development of the state, the granting of industrial tax incentives, the tourist attraction development program, and the tourism advisory board were transferred from the Department of Commerce to the Department of Economic Development and Planning by ch. 159 SLA  1962 (AS 44.45), that was repealed by § 1 ch. 207 S L A  1975.Legislative history reports. — For report on ch. 116, SLA  1976 (SCSHB 730), see 1976 House Journal, p. 696.
Sec. 44.33.025. Recording. [Repealed, E.O. No. 47, § 6 (1980).]

Sec. 44.33.110. Civil Air Patrol. [Repealed, E.O. No. 33 (1968). For 
current provisions, see A S  26.05.345.]

Article 2. Alaska Division of Tourism.Section120. Alaska division of tourism 130. Division contract 140. Grants for tourist development 145. Grants for promoting conventions and incentive travel
Section150. Qualifying for matching money 160. Limitations on matching money 170. Use of matching money 180. Administration of this chapter

Sec. 44.33.120. A la ska  d iv is ’ ;i o f  tourism , (a) There is created in 
the Department o f Commerce ai o Economic Development the Alaska 
division o f tourism.

(b) The Alaska division o f tourism shall
(1) cooperate with organizations in the private sector for the promo­

tion and development o f tourism and conventions into and within 
Alaska;

(2) coordinate with municipal, state and federal agencies for the 
development and promotion o f tourism resources and conventions in 
Alaska;

(3) promote and develop the Alaska tourist and convention industry 
by publicizing state attractions through such means as display 
advertising in magazines and newspapers, advertising on radio and 
television or other advertising media, publishing pamphlets, brochures 
p.nd other graphic and pictorial materials, or by aiding and assisting 
representatives o f the media to insure greater coverage o f Alaska’s 
visitor attractions;

(4) participate in travel shows;
(5) increase the awareness o f the citizens o f the state at the 

statewide, regional and community level o f the economic importance o f 
the tourist industry;

(6) assist potential investors in creating new tourist facilities;
9 8
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W h e n  the O m n i b u s  B a n k i n g  Act of 1980, w h i c h  d e r e g u l a t e d  rates 

on a b r o a d  r a n g e  of loans, w a s  enacted, it was said by its p r o p o n e n t s  

t h a t  f r e e  m a r k e t  forces w o u l d  k e e p  i n t e r e s t  r ates on c o n s u m e r  loans
0

a t  a r e a s o n a b l e  level in r e l ation to the b a n k ' s  c o s t  of money and

th a t  if the p r i m e  rate declined, c o n s u m e r  rates w o u l d  also decline.

The f o l l o w i n g  stati s t i c s  s h o w  this did n5t happen:

I n . N o v e m b e r  1980 w h e n  Bank d e r e g u l a t i o n  was e n act ed by the

L e g i s l a t u r e ,  the p rime rate p o s t e d  by the m a j o r  b a n k s  as a b a s e  for*

c o r p o r a t e  loans was 17.7%. The S tate B a n k i n g  D e p a r t m e n t  r e p orted t h a t  

the i n t e r e s t  r a t e  on u n s e c u r e d  p e r s o n a l  loans at that time was 13.21%, 

on c r e d i t  cards w a s  12% and on h o m e  i m p r o v e m e n t  loans w a s  1 2 . 9 1’.

B y  J a n u a r y  of 1981 the p r i m e  rate had c l i m b e d  to 20.50% a n d  u n d e r  the 

n e w  d e r e g u l a t i o n  law, the u n s e c u r e d  p e r s o n a l  loan int erest rate w e n t  

up to a N e w  Y o r k  State a v e r a g e  of 18.21%. C r e d i t  card rates c l i m b e d  

to 1 2 . 6 i (they s h o t  up to 18-3% the f o l l o w i n g  month) and home i m p r o v e­

m e n t  l o a n s  w e n t  up to 17.91%. W i t h o u t  q u e s t i o n ,  the c o n s u m e r  loan 

r a t e s  c h a r g e d  b a c k  in 1980 were a r t i f i c i a l l y  low w h e n  c o n s i d e r i n g  

the c o s t  of m o n e y  to the banks, a n d  it w a s  n a t u r a l  that whe n d e r e g u -  

l a t i o n  took e f f e c t  they w o u l d  i n c r e a s e  s omewhat.

B u t  b y  N o v e m b e r  of 1982 the p r i m e  r a t e  had d e c l i n e d  to 12%. 

N o n e t h e l e s s ,  in N o v e m b e r  of 1982 N e w  York C i t y  b a n k s  w e r e  still 

charging 18.35% on u n s e cu red p e r s o n a l  loans and a record 19.21% on 

c r e d i t  c a r d  b alan c e s .  The c r e d i t  card rate  a c t u a l l y  c l i m b e d  in 

S e p t e m b e r  of 1982 despite  an o n g o i n g  d e c l i n e  in the p r i m e  rate and 

the c o s t  of m o n e y  to the banks.



The New Y o r k  State Bankers A s s o c i a t i o n  and thiv B a n k i n g  D e p a r t­

me n t  b o t h  said in their January 1983 t e s t i m o n y  b e f o r e  the A s e m b l y  

B a n k i n g  C o m m i t t e e  on extensioi of d e r e g u l a t i o n  t h a t  t here exists 

w i d e  v a r i a n c e  in c o n s u m e r  ere'? .t charges. T h e y  c o u n s e l e d  c o n s u m e r s  

to "shop a r o u n d "  for the best credit deal. Y e t  in e a r l y  F e b r u a r y  

the p r i m e  rate d e c l i n e d  further to 11% and by the end of the m o n t h  

was at 10.50%. C o n s u m e r  lending rates moderc ,.ed o n l y  slight ly, if 

at all, w i t h  the a v e r a g e  interest on p e r s o n a l  loans d e c l i n i n g  only 

a b o u t  a point.

A survey my o f fice conducted (February 28. 1983) of .interest 

rates on u n s e c u r e d  p e r s o n a l  loans to n o n - c u s t o m e r s  found u n i f o r m l y  

high inter e s t  c h a r g e s  still in e ffect. The s u r v e y  found a 19% rate 

at b o t h  C h e m i c a l  a n d  Citibank, 19.5% at Bank of N e w  York, 20% at 

E u r o p e a n  A m e r i c a n  Bank, and a slightly lower rate of 17% at M a r i n e  

Midland. For b a n k  customers,  the rates w e r e  g e n e r a l l y  o n e  p o i n t  

lower.

On l y  one b a n k  has b r o k e n  the u n i f o r m i t y  of h i g h  rates  on 

p e r s o n a l  loans: A m a l g a m a t e d  Bank of N e w  York, w h i c h  is ow ned 

and o p e r a t e d  b y  the A m a l g a m a t e d  C l o t h i n g  and T e x t i l e  W o r k e r s  Union.

My  s u r v e y  found A m a l g a m a t e d  was c h a r g i n g  o nly 14.75% on u n s e c u r e d  

p e r s o n a l  loa ns (although a m a x i m u m  of $3,000 is p l a c e d  on such 

loans). Loans a b o v e  $3.,000 must be secured, b u t  the same rat e applied 

The Wall Street J o u r n a l  of March 22nd repor ts t h a t  A m a l g a m a t e d  is 

fu rther r e d u c i n g  the rate to 14.25%. Indeed, last fall A m a l g a m a t e d  

p u b l i s h e d  n e w s p a p e r  a d v e r t i s e m e n t s  c r i t i c i z i n g  the b a n k i n g  i n d u s t r y  

for f a i l i n g  to b r i n g  down consu m e r  lending rates.



/  •
A  s u r v e y  m y  o f f i c e  c o n d u c t e d  on M a r c h  8, 1983 found that 

c r e d i t  c a r d  f i n a n c e  charges are  a l s o  u n i f o r m l y  high. All o f  

the f o l l o w i n g  N e w  Y o r k  City b a n k s  c h a r g e  a $20 a n n u a l  m e m b e r s h i p

•• tr. •••••• **
f e e  for V i s a  and M a s t e r C a r d s  (Chemical charges $34 if both cards 

a r e  h e l d ) :

M a r i n e  M i d l a n d : 19.8% a nnual rate .• ;

C h a s e  M a n h a t t a n ; 21%--, .. " •.r .. . .:L\

M a n u f a c t u r e r s  H a n o v e r :- 19 . 8%- , "icn^yc.- •

Ci t i b a n k :  19.8% C; :

C h e m i c a l  Bank: 19.5% . ■

Tur n i n g  to s a v i n g s  i n s t i t u t i o n s  for lower c r e d i t  card

i
c o s t s  is n o t  r e a l i s t i c  since m o s t  :t h r i f t  i n s t i t u t i o n s  do not 

o f f e r  c r e d i t  cards. Some of them d o  o f f e r  a "cash d e b i t  card" 

u n d e r  w h i c h  the c o s t  of p u r c h a s e s  i s - d e d u c t e d  f r o m  c h e c k i n g
I

a c c o u n t  balan c e s /  and if there is a n !" o v e r d r a f t " an annual rate 

of 18% is u s u a l l y  charged. , ;

In a r e p o r t  i s s u e d  in D e c e m b e r  o f  1982, the B a n k i n g  

D e p a r t m e n t  d e f e n d e d  the c o n t i n u e d  h i g h  fees and rates on 

c r e d i t  cards b y  c i t i n g  " c ontinuing i n c r e a s e s  in labor and o t h e r  - 

c o s t s  d u e  to inflat ion", increased "losses due t o  fraud" and 

"the u n p r o f i t a b i l i t y  of c r e d i t  card oper ations d u r i n g  1981".

The report c o n t a i n e d  no statis t i c s  s u p p o r t i n g  t h e  "increase in 

fraud" and " i n c r e a s e d  costs" assertions. The r e p o r t  di d n o t  

m e n t i o n  the s i g n i f i c a n t l y  r e d u c e d  1982 inflation rate (under 5%). 

A l s o  ignored w e r e  the s u bstanti al i n c r e a s e s  in b a n k  revenue from 

the n e w l y  a u t h o r i z e d  (under t'ne 1980 d e r e g u l a t i o n  law) c r e d i t  card



m e n b e r s h i p  fees. Ci tico r p ' s  1981 a nnual report, for example, 

r e v e a l e d  th at C i t i b a n k  earned $55 m i l l i o n  " from n e w  b a n k c a r d  

m e m b e r s h i p  f e e s " . . ^  .

R a t e s  on h o m e  i m p r o v e m e n t  loans have t e n d e d  to be m o r e  

f a v o r a b l e  to c o n s u m e r s  than the rates on c r e d i t  card s and 

o t h e r  c o n s u m e r  loans. N o netheless, the rates found in my survey 

of M a r c h  21st s t i l l  p r ovi de a s u b s t a n t i a l  s p r e a d  from the cost of 

funds to the l e n d e r s  (all rates b a s e d  on a $ 1 0 , 0 0 0  loan):

C h a s e  M a n h a t t a n : 2 to' 3 y e a r  term: 16%
4 years: 16.5%
5 years: 17%
6 years: 17.5%
7 years: 18%

C i t i b a n k :  17% for customers, 19% for non customers.

B a n k e r s  T r u s t : 16.5% (four y e a r s  o r  less)
17% (more than four years)

M a r i n e  M i d l a n d : 16% b a s i c  rate b u t  m a y  b e  as high
as 19.8% d e p e n d i n g  on l o c a t i o n  of branch.

A  D e c e m b e r  15, 1980 Amer ican B a n k e r  a r t i c l e  r e p o r t e d  that 

p r o f i t s  of "big N e w  York retail b a n k s "  w e r e  e x p e c t e d  to "benefit 

s u b s t a n t i a l l y  f r o m  the end of the u s u r y  c e i l i n g  just e n a c t e d  by 

the L e g i s l a t u r e " .  The article q u o t e d  a S h e a r s o n  L o e b  Rhoades, 

b a n k  s t o c k s  a n a l y s t  explaining h o w  the n e w : l a w ' w o u l d  help-banks:

"The p o t e n t i a l  b o o s t  to 1981 e a r n i n g s  at l a r g e  N e w  York banking 

firms is p u t  a t  3% to 5%". A n o t h e r  a n a l y s t  q u o t e d  in the article 

p r e d i c t e d  t h a t  p e r  share annual e a r n i n g s  c o u l d  be up as 

much, as 9% to 20% from 1980 b e c a u s e  of the S t a t e ' s  deregulation. 

Be c a u s e  t h e y  h a v e  large retail o p e r a t i o n s ,  C h a s e  M anhat t a n ,  C i t i b a n k



a n d ' " e s p e c i a l l y  Irving Trust" w e r e  c o n s i d e r e d  to b e  the m a j o r  

likely beneficiaries, a p r e d i c t i o n  that seems to h a v e  b e e n  l a r g e l y

• » r. ^  -*'# / - r  .  ̂ 1t ... • •
bo r n e  out t ^cording to s t a t i s t i c s ' i n  t h e  b a n k s’"annual reports.

- .. --v .*.* I- ..*r,v ,v" ' j" - . •• .*• •’
For example, C i t i c o r p’s 1981 n e t  i n c o m e  of $531 m i l l i o n  was

.  ; • *

6% a b o v e  the previous y e a r ’s level, and the $747 m i l l i o n  in 

1982 represented  a n o t h e r  35% rise. E a r n i n g s  per share in 1982 

rose 31%, and C i t i c o r p’s return on e q u i t y  w a s  the h i g h e s t  

since World W a r  II: 16.4%. C i t i c o r p  a t t r i b u t e d  a 26% rise 

in 1 9 8 2 ' s r e v e n u e  in large part to a "drop in i n t erest rates 

in the second h a l f  of the year". N e t  i n t e r e s t  r e v e n u e  rose 

42% o v e r  the 1981 level. C h e m i c a l  B a n k ' s  1982 fourth q u a r t e r  n e t  

i ncome w a s  38.7% above the 1981 level. The A m e r i c a n  B a n k e r  

a ttributed the g o o d  perfo r m a n c e  to "an u n e x p e c t e d l y  h e a l t h y  net 

interest margin". The spread on total i n v e s t i b l e  funds rose 

to 4.09% over the 3.66% spread a y e a r  e a r l i e r  (during which 

C hemical had a l s o  made record p r o f i t s ) . -

Officials o f  A m a l g a m a t e d  Bank i n t e r v i e w e d  b y  my staff c l a i m  

their bank earns  m o n e y  in spite o f  t h e i r  low c o n s u m e r  i n t e r e s t  

rates (they a l s o  charge s u b s t a n t i a l l y  less than other b a n k s - 

for checking  accounts,- mone y o r d e r s  and o t h e r  retail services). 

Nonetheless, b a n k i n g  i n d ust ry o f f i c i a l s  in N e w  York Stat e say 

their existing rates are fair, n e c e s s a r y  and competi tive. T h e y  argue: 

-The cost of the funds w h i c h  b a n k s  b o r r o w  and in turn lend 

to consumers h a s  gone up, a s i t u a t i o n  e x a c e r b a t e d  b y  the _

Federal  Reserve's strict m o n e t a r y  p o l i c i e s  and high i n t e r e s t  rates.- 

• -Because o f  deregulation, b a n k s  m u s t  p a y  h i g h e r  c o m p e t i t i v e  ...

‘ . 5.



r a t e s ' o n  d e p o s i t s ,  i n c r e a s i n g  the c o s t  of t h e i r  funds.

- B e c a u s e  of the r e c e s s i o n ,  there, are m o r e  t r o ubled loans,.
- • f. -rr fi - ■ - • *’. • ' j

c a u s i n g  b a n k s  c o n cern a n d  k e e p i n g  rates h i g h . . ---;
•  . .  • . • - .

In r e s p o n s e  to the a r g u m e n t  that b o r r o w e d  funds are

m o r e  expensi ve, it is true that m oney is c o s t i n g - t h e  banks 

m o r e  than it o n c e  did, b u t  i t  is also true t h a t  the rates 

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

c o n s i d e r a b l y  d u r i n g  the p a s t  several months. C o m m e r c i a l  

p a p e r  (60 day) was at an 8 . 5 %  rate in e a r l y  M a r c h ,  several 

p o i n t s  b e l o w  the y e a r  e a r l i e r l e v e l , and a n o t h e r  m a j o r  s ource 

of funds, "federal funds" w a s  at 8.35% on M a r c h  14th as c o m p a r e d  

w i t h  14.2% one y e a r  earlier. Two y e a r  T r e a s u r y  notes y i e l d e d  

9. 6 6 %  on M a r c h  16th, down f r o m  l-i.14% a y e a r  e a r li er. Genera l l y ,  

the overall c o s t  of all t h e  l o n g - t e r m  and s h o r t - t e r m  money 

the banks b o r r o w  has been u n d e r  10% for s e v e r a l  months, and 

w i t h  most c o n s u m e r  lending r a t e s  at 17% and a b o v e ,  the 

di f f e r e n c e  b e t w e e n  the c o s t  o f  the mon ey b o r r o w e d  b y  the b a n k  

and the m o n e y  lent to the c o n s u m e r  by the b a n k  w a s  been f r o m  - 

7% to 10%. T r a d i tion ally, t h i s  gap has b e e n  a r o u n d  4% or 5%.

Thomas Hanley, V i c e - P r e s i d e n t  and an a n a l y s t  of bank s t o c k s  

at Salomon B r o t h e r s  was q u o t e d  in the O c t o b e r  25,' 1982 New ^ o r k

"The earnings  r e s u l t s  w e r e  s u b s t a n t i a l l y  u o l s t e r e d  b y  an a b n o r m a l l y

h i g h  spread."-.. T h e - a r t i c l e  w e n t  on to r e p o r t  t h a t  the

rise in e a r n i n g s  was "beca u s e  of a n .u n u s u a l l y •l a r g e  s p r e a d —  —



b e t w e e n  i n t e r e s t  rates that t h e  b a n k s  c h a r g e d  on the loans t h e y  

m a d e  and the i n t e r e s t  rates t h e  b a n k s  them selvs p a i d  for f u n d s . "

The s pread b e t w e e n  the'cost o f  f unds and the p r i m e  raue is
* - ' ».......... *f .

larger than n o r m a l ,  according t o  a February 24, 1-983 A m e rican

B a n k e r  article, w h i c h  found that, "Over the past- six years t h a t

spread has a l m o s t  doubled. "

B a n k i n g  i n d u s t r y  s p o k e s p e r s o n s  a ssert  that t h e  cost of the

d e p o s i t  base h a s  increased s i g n i f i c a n t l y  due to dereg u l a t i o n

a n d  s u b s e q u e n t  introd uction o f  n e w  types of a c c o u n t s  that pay

in t e r e s t  on d e m a n d  deposits (NOW accountd) or t h a t  match rates 

o f f e r e d  b y  m o n e y  m a r k e t  funds. But the spread b e t w e e n  six

m o n t h  savi ngs c e r t i f i c a t e s  at a M a r c h  7th rate o f  8.61% or 

m o n e y  m a r k e t  r a t e  accounts (7.80% on M a r c h  7th) a n d  consumer l o a n  

ra t e s  is still enormous.. A  d i f f e r e n c e  of 10 p o i n t s  exists 

b e t w e e n  the m o n e y  market rate a n d  a 17.9% c o n s u m e r  loan.

M o r e o v e r  the de regu l a t e d  d e p o s i t s  have resulted' in a.“BU<rge 

i n  over all s a v i n g s  deposits a t  c o m m e r c i a l  banks, n o w  at the 

h i g h e s t  level s i n c e  November 1979, a c c o r d i n g  to the Federal 

R e s e r v e  Board. T h i s  new m o n e y  is b e i n g  lent o u t  a t  substantial
i

p r ofi t. A d d i t i o n a l l y ,  the h igh r a t e s  i nitially o f f e r e d  on the nev;
i
, m o n e y  m a r k e t  r a t e  accounts (first a u t h o r i z e d  l a s t  Decemeber) h a v e

d e c l i n e d  c o n s i d e r a b l y ,  easing t h e  banks; c o s t  o f  deposits. M o s t• •
b a n k s  star ted t h e  accounts w i t h  11% to l n % i n t e r e s t .  By m i d - M a r c h  

e v e r y  b a n k  o f f e r i n g  the accounts h a d  reduc ed t h e m  to the 8.00% t o  -
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S o m e  b a n k e r s  claim an i n c r e a s e  in the" p r o p o r t i o n  of p r o b l e m  •

• « . * %  * ** % v - r  i  r ~ ;  v * * .  • ‘ . ' l i t *  ’ -  r • * '
loans h a s  h e l p e d  kee p c o n s u m e r  r a t e s  high./ B u t  the fact is that

.*» •* • ■* ' . .  ■ •' i » * «
in the i n d u s t r y  as a' whole t h e  p r o p o r t i o n  o f  p r o b l e m  loans to

total o u t s t a n d i n g  loans is .lower n o w  than just a few years

ago. In 1978 the proportion at C h e m i c a l  Bank, st o o o d - a t

3.1% as c o m p a r e d . w i t h  2.4% i n  1982. C i t i b a n k ' s  p r o b l e m  loans

d e c l i n e d  f r o m  2.6% to 1.9% o v e r  the same period. A  F e b r u a r y

14, 1982 A m e r i c a n  Banker a r t i c l e  reports: "Most analysts b e l i e v e

that p r o s p p c t s  for fewer l o a n  losses at all b a n k s  are b r i g h t e r

in 1983 t h a n  the y were last y ear". Meanwhil e, lo wer y i e l d i n g

loans (which s o m e  bankers c o n s i d e r  "problems" b e c a u s e  of t h e i r

low return) a r e  gradually b e i n g  terminated.

H i g h  c o n s u m e r  lending r a t e s  c o n t i n u e  to h a v e  a d a m p e n i n g

e f f e c t  o n  the economy. A c c o r d i n g  to the F e d e r a l  Reserve Board,

c o n s u m e r s  h a v e  dr astically c u t  t h e i r  c r e d i t  purcha s e s .  In the

3rd q u a r t e r  of 1981, for e x a m p l e ,  some $27 b i l l i o n  in c o n s u m e r

c r e d i t  w a s  outstanding. By the third q u a r t e r  of 1982 only
* > ’

$6 b i l l i o n  w a s  outstanding. W h e n  rates are lowered, spen ding

does spurt. —  H o u s i n g  starts w e n t  u p  40% in D e c e m b e r  1982 a b o v e

the p r e v i o u s  year, attr ibutable b y  many a n a l y s t s  to declines in _ ••• -

m o r t g a g e  rates. When the a u t o m o b i l e  makers s t a r t e d  offering

l o w - c o s t  f i n a n c i n g  v(General M o t o r s  A c c e p t a n c e  C o r p o r a t i o n

n o w  o f f e r s  1 1 . 9 %  financing, c o m p a r e d  w i t h  16% s t i l l ' b e i n g

a sked b y  c o m m e r c i a l  banks in N e w  York) aut o s a l e s  advanced; * •"-*- - " •

.• ■.si: t-V'
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E a s t e r n  A i r l i n e s ,  according to the F e b r u a r y  20, 1983 N e w  York

• ;* *""• v" .=  ̂ - • - ■ - •
T imes a c h i e v e d  a 15% increase in sales w h e n  it o f f e r e d  inter e s t

w • * • *r. ■ /,,i • ’f*’ «?• ; *. •• • .T • •• ••• c * *k. ’ • r _**• - ? *
free financing.1’.. The airline now o f f e r  11.9% f i n a n c i n g .-tT+.’T-iri-

. - • , • •• -'.-O' f'n-.'J*.!>«;>■ . t: . - • ( . •••. ■•• • - ,  ■ ' *•'
• . . .  #

■ * • _ *■

It is e v i d e n t  that the p r omi se made  b y  the b a n k s  _n 1980 

that c o n s u m e r s  would benefit from d e r e g u l a t i o n  b e c a u s e  .•

m a r k e t  f o r c e s  w o u l d  keep interest rates c o m p e t i t i v e  and 

t h e r e f o r e  as low as possible has n o t  b e e n  kept. . E v e n  P r e s i d e n t  

R e a g a n  a n d  T r e a s u r y  Secretary D onald R e g a n  b e l i e v e  c o n s u m e r  . 

l e n d i n g  r a t e s  should be lowered. On F e b r u a r y  23rd  the 

P r e s i d e n t  said: "There is no r eas on -I d o  n o t  t h i n k -  w h y  the 

banks c o u l d  n o t  bring those i n t e r e s t  rates d o w n  a n o t h e r  notch 

or two". A  w e e k  earlier Regan h a d  said: "I t h i n k . . . t h e  banks 

are d o i n g  t h e i r  utmost to keep t h e i r  e a r n i n g s  u p  b y  k e e p i n g  

their i n t e r e s t  rates up". And F e d e r a l  R e s e r v e  C h a i r m a n  Paul 

V o l c k e r  s a i d  on February 24'th: "I think t h e y  t h e y  (bank l e nding 

rates) c o u l d  be lower relative to o t h e r  m a r k e t  r a t e s . . . t h e y  are 

out of e q u i l i b r i u m " .

The L e g i s l a t u r e  has an o b l i g a t i o n  to s a v e  c o n s u m e r s  from 

b e i n g  g o u g e d .  A  Louis Harris poll c o n d u c t e d  l a t e  lasy y e a r  

le a r n e d  t h a t  68% of the families i n t e r v i e w e d  u s e d  o n e  or m o r e  : .

types of c r e d i t  cards, and 76% of those q u e s t i o n e d  said they were' 

w o r r i e d  a b o u t  the high rate of i n t e r e s t  c h a r g e d  on credit. * r 

T h e  b a n k i n g  industry has p r o s p e r e d  in N e w  Y o r k  S t a t e  d u r i n g  

the p a s t  three-years: • As the s t a t i s t i c s  i n . t h i s  r e p o r t  show,-

> - 
C t •-
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b anks are w e l l  able to a f f o r d  lower c o n s u m e r  i n t e r e s t  rates. 

B u t  three y e a r s  e x p e r i e n c e  with rate d e r e g u l a t i o n  in N e w  

Y o r k  State shows these rates w i l l  not s i g n i f i c a n t l y  d e c l i n e  

u n l e s s  G o v e r n m e n t  acts.
0

I urge r e - r e g u l a t i o n  of c o n s u m e r  l e n d i n g  rates, with 

a m a x i m u m  i n t e r e s t  c e i l i n g  nased on the c o s t  to -the b a n k s  

o f  the m o n e y  they lend. - The h a nking  B o a r d  s h o u l d  be r e q u i r e d  

to q u a r t e r l y  set i n t e r e s t  rates on c r e d i t  c ards , p e r s o n a l  

loans and o t h e r  c o n s u m e r  loans. These r a t e s  c a n  be k e y e d  

to the a v e r a g e  w e e k l y  y i e l d  of l o n g - t e r m  T r e a s u r y  bond s (for 

d e t e r m i n i n g  r a t e s  on l o n g e r  t e r m  c o n s u m e r  loans) and on the 

d i s c o u n t  rate for T r e a s u r y  bills (for d e t e r m i n i n g  m a x i m u m  rates 

o n  s h o r t e r  t e r m  c o n s u m e r  l e n d i n g  such as c r e d i t  cards).

§ # #
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Anchorage Daily News Monday, March 4, 1985

A s  w i t h  c r e d i t ,  
i t  p a y s  t o  s h o p  
f o r  c r e d i t  c a r d s
By TH3MAS WATTERSON
The Christian Science Monitor
T he news might almost have been overlooked during 

the currcncy-lransaction controversy that hit the 
Bank of Boston earlier this month. The bank's credit 
card operations w ill soon move from Massachusetts, where there Is a ceiling on credit account Interest rates, to 

New Hampshire, where there is n o n e . ............
When the bank first announced its intention to find 

another state for this side of Us business several months before, the news created quite a stir. But this time, word nf 
the actual move was a ll but lost In the larger currency 
story.

Credit cards have become' big business for banks, generating millions of dollars in revenue. Being able to 
charge a few percentage points more for credit card balances 
can make a big difference In a bank's profits. But as more 
banks look for ways to charge more on credit enrds, more consumers are looking for cheaper ways to borrow money.

Credit cards arc probably the easiest way to borrow. You 
can even go to a bank and "charge" cash up to certain 
limits. But depending on where the credit card operations are based, you could be paying 20 percent or more a year for 
the privilege. You can also charge purchases through credit 
accounts at department stores and mail-order houses, but 
depending on the state you live in, the cost can be very h'"h here, too. For example, In all but about 20 states, customers 
of the giant Spiegel mail-order firm face a 23.04 annual 
percentage rate on outstanding balances.

Meanwhile, banks and savlngs-and-loans have actually been lowering their interest rates, but credit card and 
charge account rales have remained stable. Banks' rates arc 
still high compared with a 4 percent inflation rate and a 
1012 prime rate, but they have begun to inch down. The rate on personal unsecured loans from a savings-and-ioan institu­
tion is in the 17 to 18 percent range, a rate that is 
comparable to the lowest rate on credit cards, says Wayne 
Bcngstcr program director for consumer lending at the US League of Savings institutions.

By shopping around, Bcngston soys, you should be able 
to find a rate one or two percentage points lower, 
particularly in large, competitive markets. And if you have some sort of security, or collateral, you should be able to get 
a rale lower than that.One "monkey wrench" has been thrown into this picture, 
Bengston notes. As o f March 1, finance companies will not be permitted to accept household goods already owned as 
collateral. This Includes furniture, clothes, appliances, one radio or television set. kitchouwure, or personal effects such 
as wedding rings. While finance companies are usually the most expensive sources of loans, with rates well above those 
for credit cards, the Federal Trade Commission ruling that 
brought this about could be expanded to bonks and SitLs, l,c notes.Most people, however, do not use these basic items as 
security for loans, tie adds. The car. boat, o r stereo 
purchased with borrowed money serves as its own collater­al. . •- >

You can also find collateral in .im e unexpected places. 
Sometimes, says Dorothea Knplan, 2 Chicago lawyer, 
people with an urgent need for money consiJer cashing in 
certificates of deposit early or canceling casli value life Insurance.

For example, on a one-year CD earning It) percent, she 
notes, you w ill be penalized $50 per thousand o f investment, which represents six montlis' interest at 10 percent. For a 
$10,000 CD, this represents an immediate loss o f $500. To 
make that up in an investment, you would have to get a 
return of at least 15 percent for nine months.By using the CD as collateral, you avoid the penally and 
gain an additional 3 or 4 percent, depending on the rate at 
which you borrow. Also, you pick up tax-deductible interest 
payments, while still keeping the CD.One key to making all this work, Kaplan says, is 
planning. While using n credit card or charging a purchase 
over the phone Is certainly easy and fast, "it's not hard to • 
walk into a bank and borrow $5,000. Sometimes, a ll you need is a checklrg account." But this requires planning your

Outstanding debt.
In biions ol codis
1982 529.11
1983 38.11

VISA

Cross sales charged
In Dillons ol Collars
1902 m  _
1933

People who have used either card
n rmlifons
1982 64.21
1003 60.51

O ^ m j o  Trfcun* <>Kf«e. Sort* rwtorttMw fVgcrj P u tK « n

Shopping for credit cards
•I can pay to shop aicimo »o» ban* ciciii cauls, as somo banks uc 
ctfcr«ng more attractive inlmcsl rale; lor Visa or Mastercards lhan 
the average o» «9 25 rercrni annual rate About hail ol Americans 
using credit cards pay oil their balances each month, and are 
unallcded by interest rates They can shit avoid an annual lee, as 
somn banks do nol charge one.
DANK* CARD CHARGES'. SELECTED BANKS
Annual pc/ctntoqo tales and <ee
CITICORP. NEW YORK 19 8V.

BANK OF AMERICA. SAN FRANCISCO 198% !
IU9t

FIRST NATIONAL BANK OF CHICAGO 19 8% 1

REPUBLIC BANK. DALLAS 19 0% Nol

FIRST NATIONAL BANK OF ATLANTA 180% $

Ubv. s;

150%* si

* Adiuslabie hrd lo puma tale 
SOURCE tji«4v W«nSliMl ®ln(oC<opK«i IC8

purchases, shopping nround for the best rates, and fltt! loans into an overall financial picture.
One of the cheapest places lo borrow money Is a ere union. Credit unions are now charging 15 to 16 percent, a 

you con sometimes get the money In less than a day.
. Of course, yuL have to be n member of a credit unl< 
which means your employer, or some other group to whi you belong, has lo have a credit union or belong lo 
overall credit union organization which includes slmil companies or groups.

Typically, credit unions can write unsecured loans of i to $2,500. Some may require that you be a member 1 
several months first. You may also be required to keep 
small amount of money, say $100, in the account until tl loan is paid off.

Then Ihere is life Insurance. Although sales o f whole 11 
Insurance have tapered o ff in recent years, many people stl 
have outstanding policies that can serve as excellent lendlr 
sources, sometimes with interest rates o f just 6 to 8 percentOver the years, your life Insurance has built up 
permonanl cash value and a surrender value. The pcrmi 
ncnl cash value is slightly smaller, and ; • can borrow an 
or all of this money. The Interest paymem. will be added t your premiums, and yov can pay back the principa whenever you like.

Finally, Bengsti n says, more people are borrowini 
against the value o f the:r hon.es. "Lines o f credit on hemj equity have been growing very rapidly.", he observe*,. Ir 
many cases, he says, rates on \htse open-ended line* ol 
credit are only a couple of percentage points above current first-mortgage rate*.



P l a y i n g  y o u r  
c a r d s  r i g h t
Where you get your charge card ^
can make a big difference. /^ L     *

L ittle more than a year ago, a well- 
known American television person­
ality traveling in Europe fell in love 

with two Fcnaris. It was an expensive 
romance: The pair o f cars cost more than 
$100 ,000 . But the star simply charged 
them to his American Express card.

Extraordinary charge-card pu rchases - 
like the $5-m illion jet charged by an Arab 
sheikh, or the $ 100,000-plus hotel tab o f 
a touring rock band in New  York C ity— 
are the stuff of legend. And for good 
commercial reason. Legends add to the 

. mystique wrapped around plastic money: 
Charge cards are fast, powerful, impu> 
sive, sexy, chic, even dangerous—just Iii e 
the people who use them, o f course.

But when you strip away their gold 
plating and Christie Brinkley allure, ma­
jo r  charge cards are really little more 
than loans. That's an important point to 
keep in mind, especially if you don ’t run 
up six-figure hotel bills. Though people 
will camp outside a bank waiting for a 
chance to save half a point on mortgage 
interest rates, some arc glad—even hon­
ored—to pay a bank 18 percent, 20  per­
cent, or 22 percent annual interest for the 
privilege of credit-card debt.

The truth is, charge-card issuers arc 
not doing you a favor by giving you a 
card. They need you more than you need 
them. Charge cards are a very big, profit­
able business. Assuming an average 18 
percent interest rate, lenders raked in 
something like $ 12.6-billion in interest 
on the $70-billion worth o f outstanding 
consumer revolving credit in 1983.

Issuers of the five major cards—Am eri­
can Express, Carte Blanche, D iners C lub, 
MasterCard and Visa—collected another 
estimated $3 .-1-billion in annual fees, On  
top o f that, merchants who accept those 
cards were charged 1 percent to 6 per­
cent o f the dollar value o f each transac­
tion. On the estimated $ 150-billion vo l­
ume o f major card transactions, that 
amounts to perhaps another $4-billion.

Most expenses that total $20-b illion  a ■ 
year—or $235  per U .S. household—would 
merit some serious bargain hunting. But 

■ shopping around for the best charge card 
deal is not common. W hy? Perhaps be­
cause o f the perception that all o f the 
major charge cards are the same.

All o f the major charge cards arc not 
the same. T o  prepare this report, C U  sur­
CONSUMER REPORTS

veyed 133 large and medium-sized banks 
coast to coast. W e  asked bank officials 
about the interest rates, terms, and avail­
ability o f their charge cards. The results 
o f the survey showed clearly that there 
arc major differences among banks, par­
ticularly in the interest rates charged on 
Visa cards and MasterCards. The tables 
that accompany this report point to some 
o f tne best—and worst—buys that we 
found. Here are some o f the highlights:

•  For Visa, MasterCard and the Ameri­
can Exp icss C o ld  Card, we found annual 
interest rates running from a moderate 12 
percent to a greedy 22  percent. On a 
$700 outstanding balance (about aver­
age), selective shoppers could realistical­
ly expect to save $-16 a year in interest; 
on a $1700  balance, typical for the 
"premium" Visa and MasterCard holders, 
the savings could amount to $ 111 a year.

How can you take advantage o f the 
better rates? By shopping around in what 
is rapidly becoming a nationwide mar­
ketplace for charge cards. W h ile  banks 
have always been free to issue cards out- 
of-state, our interviews indicate tha'. 
more o f t1 c~ are actually doing so now, 
thanks t( ie competition for new busi­
ness set o.. tty bank deregulation.

•  Almost 84 percent o f the banks in 
our survey charged annual fees, but 21 
ba ks—located primarily in Texas and 
Missouri, where such fees arc outlawed— 
chargtd nothing. Fees ranged from $15  
to $25 for standard credit cards, and from 
$18 to $55 for premium cards—a bank­
able difference.

• Our findi'.gs suggest that you should 
look skeptically at cards issued by big, 
aggressive banks such as Citibank, Bank 
of America, First Chicago, or W ells Far­
go. They tend to charge relatively high 
rates (roughly 20  percent), while the best 
rates (12 percent to 17.4 percent) are 
generally offered by mid-sized hanks.
Plastic m o n e y

Charge cards come in three different 
varieties:

Credit cards ( Visa, Mastercard) extend 
a specified line o f "revolving credit" to 
you, and require you to pay interest on 
the outstanding balance. Revolving cred­
it is something like a wheel that can roll, 
say, 10 feet, but no farther. T o  get the 
wheel rolling again, you must first push it 
back toward the starting point by paying 
off part or all o f the debt balance. (W hen  
the credit wheel keeps rolling back and 
forth in the same place for a long time, 
some borrowers say it starts to look more 
like a treadmill.) . :~r"

Travel &  entertainment cards (Ameri­
can Express, D iners C lub, Carte Blanche) 
require that you pay off the entire bal­
ance when your bill arrives. There is nor­
mally no Interest charge, but there is an 
annual fee for use o f the card. (Some 
T & E  cards, however, do offer certain 
credit options.)

Debit cards (V isa debit, Electron Visa. 
MasterCard deb it) ar* really plastic 
checks tied to your r ' .ecking, savings, or 
nsset-manageme'-. accounts. You use 
these in m:*' ,ng purchases just like a 
charge c c . j ,  out you may spend only as 
much money as you have in the underly­
ing bank account. There are no interest 
charges because you are not given a line 
o f credit.

If you arc a firm believer in a cash-only 
life style, you do not actually need any of 
these cards—despite the hokum about ihe 
coming cashless society. However, w ith­
out one, you may have some trouble 
renting a car or getting personal checks 
accepted in some places. F o r conve­
nience, payment flexibility, or use in 
emergencies, you may well want one or 
more charge cards.

But which card should you choose? 
This report mav help you decide.

Today, with some 225  m illion major 
charge cards out there, most people who
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qualify for a card probably already have 
one. So card issuers have started fighting 
with each other to get you to use their 
card. It's "product differentiation" time.

Visit and MasterCard have introduced 
"prem ium" cards with higher credit lines 
to appeal to the wealthier set. They are 
touting such extras as travel insurance 
and special hotel services. American Ex­
press has lately added access to 100 
health spas around the world to the list of 
extras offered to Co ld  Card members.

W ells Fargo and Citibank offer users 
o f their Visa cards and MasterCards 
"W ells Dollars" and "Citidollars." For 
each purchase you make with their card^ 
you receive a certain amount of this 
scrip, which can be applied to reducing 
the cost of items appearing in W ells D o l­
lar and C itidollar shopping catalogues. 
The savings, though, arc sometimes more 
imagined than real. For example, 75 C iti­
dollars plus $145  will buy you a Pana­
sonic portable stereo cassette player. But 
you can buy the same player at discount 
stores or through mail-order catalogs for 
$100  or less.

Instead of these sideshows, concentrate 
on what's important. The single most 
important factor is the interest cost.
T h e  l o w d o w n  o n  r at^s

T o  realize the potential for interest 
savings, you must understand where Visa 
cards and MasterCards com e from. Tw o  
organizations, Visa International and 
MasterCard International, provide banks 
with advertising and com puter record­
keeping services. They do not issue the 
cards; that is done by some 15,000 indi­
vidual U.S. banks. Each bank sets its own 
credit terms and interest rates.

That means you have a wide variety of 
choices. If one bank charges too high an 
interest rate, you can get your credit card 
at a bank that offers better rates.

In our survey of 133 U.S. banks, sever­
al offered bargain interest rates. Among 
those banks that offer cards in all 50  
states, some o f the lowest rates were at 
Raini* r National Bank in Seattle (15 .5
fiercent), Coinerica Midwest in To ledo  
16.9 percent). Core States Bank of Dela­

ware in W ilm ington (16 .9  percent), and 
National City Bank in Cleveland (17.4  
percent). Phone numbers and addresses 
are shown on page 51.

None of those banks aggressively soli­
cits new customers by massive diroct- 
mail campaigns. But big banks such as 
Bank o f America, Citibank, Chase Man­
hattan, and First Chicago do , which is 
why each has several m illion cardholders 
nationwide. People are apparently so 
flattered by testaments to their credit­
worthiness—or so oblivious to intcrest- 
ratc differences—that they arc willing to 
pay those banks 19.8 percent interest.

Don't wait for a bank to com e to you.

Seek out one that will offer you a real 
deal on a credit card.

Some banks in our survey offered 
much better than normal rates, but do 
not issue cards out o f state, or do so only 
in neighboring states. If you live in the 
appropriate states, shopping around can 
often pay off handsomely. If you live in 
Virginia, for example, why should you

pay 21 percent on your Bank of Virginia 
premium Visa card debt when Dominion 
Bank charges only 13 percent?

You may also find low-interest credit 
cards at a credit union. "W e  have no hard 
statistics, but in general, credit card 
interest rates are about 16.5 percent at 
credit unions," says Howard Cosgrove, a 
spokesman for the Credit Union National 
Association. “There is usually no annual 
fee, but there’s also no grace period." 
(C racc periods are discussed below .)

Although T & E  cards are not, strictly 
speaking, credit cards, each of them 
offers some credit options. W ith  the 
American Express Green Card and Carte 
Blanche , travel tickets are the only thing 
you can buy on long-term credit. Diners 
Club  allows you to apply for a C lub Plus 
credit line that lets you put anything on 
credit, with a limit that can run as high as 
$50,000. American Express offers the 
best rates on these credit options— 18 
percent vs. 19.8 percent for Diners C lub  
,',nd Carte Blanche.

W ith  the American Express C o ld  
Card, issued to upscale customers for a 
premium o f $30 over the American Ex­
press Green Card, you go . additional
bank line of credit. The  .k credit line
(minimum, $2000) is set by each o f the 
2100 banks issuing the cards. The bank’s 
credit limit is separate from the limit of 
how much you can charge on your T & E  
card. Most o f the banks in our survey 
charged 18 percent.
A  s e n s e  of b a l a n c e

Another factor affecting your borrow ­
ing costs is the method of calculating the 
finance charge. The first item to check is

the grace period. A grace period is the 
period o f time between the date o f your 
crcdit-card purchase and the date the 
bank starts charging you interest on the 
loan. Some banks have no grace period— 
the interest meter starts running mincdi- 
atcly from when you make VMir pur­
chase—while others extend 3 0 -d ay s ’ 
grace. The difference can add up. Assum­
ing an 18 percent interest rate, a 30-day  
grace period can save you $7 .50  in inter­
est on a $500  purchase.

The other item to check is the balance- 
calculation method. There are three 
commonly used methods. The adjusted- 
balance method subtracts the payments 
you made during the billing cycle. The  
prcvlotts-bulance method gives you no 
credit for payments made during the b ill­
ing cycle. Finally, the average d a ily  b a l­
ance method adds together your balances 
at the end of each day, then divides that 
number by the number o f days in the 
billing period. That number is then mul­
tiplied by the monthly interest rate.

If you keep an outstanding balance on 
your account month after month (as 
about 50  percent of card users do), then it 
makes relatively little difference what 
balance method the issuer uses.

If, however, you usually pay off your 
balance in full and your card has no grace 
period, the balance method makes quite 
a lot of difference. Suppose you have an 
18-percent card and run up about $ 80 0  of 
charges on it over a six-month period. 
Under the adjustcd-balance m ethod or 
the average-dailv-balance method, you'd 
pay somewhat more than $14 in interest 
for the period. But under the previous- 
balance method you'd pay $23 .44—or 67 
percent more.

If you pay in full each mouth, you may 
want to consider using a travel-and-cnter- 
taininrnt card instead o f a bank-issued 
credit card. For, strange though it seems, 
banks are devising new tricks to penalize 
people who pay their crcdit-card bills 
promptly. Centerre Bank in St. Louis, 
Mo., for example, \v:ll impose a finance 
charge o f up to $4 a month if you pay off 
your balance immediately. Apparently it 
doesn’t like people trying to wriggle out 
of paying its hefty 22  percent annual 
interest rate.

CU  suggests that you turn down any 
charge card that requires you to pay a 
penalty for the sin o f paying your bills 
promptly.
T h e  v a n i s h i n g  ‘fr e e’ c a r d

It is possible to find a credit card w ith­
out an annual fee—but the odds are 
stacked against you. O f the 133 banks in 
oui survey, 112 charged annual fees, 
ranging from $15 to $55 . Only 21 banks 
charged no fees.

There is no way lo  escape the annual 
fee on American Ex-press. D iners Club,
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M a s t e r C a r d  International
MasterCard Credit $0-25 $5,000-18,500 4,000,000 $30,000 0-30 12-22%

MasterCard Debit None None 4,000,000 N A  N A  N A

MasterCard Gold Credit $0-55 $25,000-100,000 4.000.000 $100,000 0-30 12-22%

90,000,000 250

1,500,000 250

1,000,000 250

w m k m
I Visa International

. Classic Credit $0-25 $ 5,000-18,500 4,000,000 $25,000

Classic Oebit None None 4,000,000 N A

Premium Credit $18-50 $22,000-50,000 4,000,000 $90,000

Electron Debit None None 130 N A

0-30 12-22% 100,600,000 1,000

N A  N A  5,000,000 1,000

0-30 13.5-21.6% 1,700,000 1,000

N A  N A  700.000 1,000

SiASOOb?-]

»!
A m e r i c a n  Express
Green T&E $35 $10,000-15,000 1,050,668 0

Gold T&E $65 $20,000 1,050,668 0

Platinum T&E $250 $10,000-20,000 1,050,668 0

30-50 18% 

30-50 12-21% 

30-50 18%

16,000,000 3,445

3,000,000 3,445

100,0000 3,445

, DINERS ClUB lINIERNAIIONAL •
.'-.,4---5V'v?4VO*'**:*' 

• A  • -p? Diners Club T&E $45 $18,000
3812 3«bT8 0003 S i': 
[c n i n t iE - ......   ■ ,. —.-I—

650,000 $50,0000 30 19.8% 4,500,0000 2000

SB

3331  12 35 b 1  00 08
* C I09IIM
*-T! C» -10/84  -Q»/M

Carte Blanche T&E $40 $18,000 600,0000 0 30 19.8% 500,0000 2000

NA— Not applicable; T&E— Travel and enlerta lnment card.
0  Minimum Income required to got cord; there may also be other requirements. 0  No. o f automated telle- machines taking card
0  Number o f establishments accepting card worldwide. 9  Flexible limits; see box. page SO.
0  Days between purchase and the time interest begins to be charged. L 1 Estimate.

an d  Carte Blanche. S in c e  th e  c o m p a n ie s  
o r d in a r i ly  c h a rg e  n o  in te re s t , th o s e  a n ­
nu a ! fe e s  a re  an  im p o r t a n t  p a r t  o f  t h e i r  
e c o n o m ic  l i f e  b lo o d .

A m o n g  th e  c o m m o n ly  is su ed  c a rd s , th e  
American Express Co ld Card has th e  
h ig h e s t a n n u a l fe e — $ 6 r . (T h e  American 
Express Platinum Can has  a  c lo u d -h ig h  
a n n u a l fe e  o f  $ 2 5 0 ,  b u  o n ly  a f f lu e n t  p e o ­
p le  w h o  m a k e  a n  a v c  age 2 1  t r ip s  a  y e a r  
a nd  c h a rg e  $ 1 0 ,0 0 0 -p  us a n n u a l ly  g e t th e  
h o n o r  o f  p a y in g  th a t  t

I f  y o u  p a y  o f f  y a u r  b a la n c e  in  f u l l  
e v e r y  m o n th  t o  av aid in te re s t  c h a rg e s  
an d  d o n 't  w a n t a  T a c E  c a rd , y o u  m a y  b e  
e s p e c ia l ly  in te re s te d  in  f in d in g  a  b a n k  
th a t c h a rg e s  n o  a n n u a l fe e . B a n k  C a rd  
H o ld e r s  o f  A m e r ic a  ( 2 0 2 5  E v e  S t ,  N .W . ,  
S u it e  1 0 2 2 ,  W a s h in g t o n , D .C .  2 0 0 0 G ) , a 
1 0 0 ,0 0 0 -m e m b c r  c o n s u m e r  o rg a n iz a t io n , 
C O N S U M E R  R E P O R T S

p ro v id e s  m e m b e rs  w i th  e d u c a t io n a l m a ­
t e r ia l a b o u t  c re d i t  c a rd s , in c lu d in g  a  li s t  
o f  U .S . b a n k s  th a t  c h a rg e  n o  c re d it -c a rd  
fe e s . B u t  t h e r e ’s a  c a tc h . T o  g e t  th e  c u r ­
r e n t  li s t , y o u  m u s t jo in  th e  o r g a n iz a t io n — 
f o r  a n  a n n u a l fe e  o f  $ 1 2 . Y o u  c an , h o w ­
e v e r ,  g e t  a n  o ld  li s t  f r e e  b y  s e n d in g  a  
s e lf - a d d re s s e d , s ta m p e d  e n v e lo p e .

E v e n  i f  y o u  fin d  a  b a n k  w ith  a  “ f r e e "  
c a rd , th e  d e a l m a y  n o t  la s t . N o - f t ?  c a rd s  
a re  o f t e n  a  m a rk e t in g  d e v ic e  u sed  *o 
d ra w  n e w  c u s to m e rs . F o r  e x a m p le , in  
1 9 8 1  th e  B a n k  o f  N e w  Y o rk  w id e ly  
a d v e r t is e d  its  n o - fe e  Visa a n d  Master­
Card. B u t in  1 9 8 3 ,  th e  b a n k  s tu c k  its  c u s ­
t o m e r s — in c lu d in g  th o s e  a t t ra c te d  b y  th e  
" f r e e "  c a r d —w ith  a  $ 1 2  a n n u a l fe e . I t ’s 
s in c e  b e e n  ra is e  J  t o  $ 1 8 .

T w o  s ta te s , M is s o u r i and  T e x a s , p r o ­
h ib i t  a n n u a l fe e s . B u t t o  c o m p e a s a te .

b a n k s  th e r e  h a v e  ra is e d  in te re s t  ra te s  o n  
c re d i t  c a rd s  t o  s o m e  o f  th e  h ig h e s t le v e ls  
in  th e  U .S . W e  fo u n d  s e v e r a l M is s o u r i  
b a n k s  c h a rg in g  2 2  p e rc e n t .

Take my card . . . please
T h e  n u m b e r  an d  ty p e  o f  e s t a b lis h ­

m e n ts  a c c e p t in g  e a c h  c a rd  is a n o th e r  fa c ­
t o r  t o  c o n s id e r . Visa an d  MasterCard a r e  
f a r  a n d  a w a y  th e  m o s t  u n iv e r s a l ly  a c ­
c e p te d  o f  t h e  fiv e  m a jo r  c a rd s . B o th  a re  
a c c e p te d  a t  a b o u t  4  m i l l i o n  lo c a t io n s  
w o r ld w id e .  W h i le  e a c h  c a rd  is a c c e p te d  
in  a b o u t  1 6 0  c o u n t r ie s . Visa is m o r e  
w id e ly  a c c e p te d  th a n  MasterCard in  C a n ­
a d a , F r a n c e , S p a in , a n d  I t a ly .  Master­
Card, o n  th e  o t h e r  h a n d , c la im s  an  e d g e  
in  M e x ic o , J a p a n , A u s t r a lia ,  a n d  s o m e  
N o r t h e r n  E u r o p e a n  c o u n t r ie s .

R e a ! d i f fe r e n c e s  in  a c c e p t a b i l i t y  c a n
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* be felt with the T & E  cards. American 
Express is accepted at more than 1 m il­
lion locations in 130 countries. Diners 
C lub  is accepted in far fewer loca tion s - 
onlv 650 .000. Curie B lanche is the least 
accepted; while it is accepted every­
where in the U.S. that Diners C lub  is hon­
ored, overseas Curie Blanche is accepted 
only at major hotels.

Another kind o f acceptability—at 24- 
hour automatic teller machines (ATM s)— 
might also be considered. American Ex 
press leads the pack here with a system of 
34-45 ATMs ready to give you cash or 
travelers chec.s .
W h o  n e e d s  d e b i t  c a r d s ?

Debit cards offer few advantages to the 
user (see C O N S U M E R  REPORTS, September 
1982). They offer no credit and thus don ’t 
boost your cash flow. They draw funds 
from your checking account as fast as a 
check (or faster), so you get no benefit 
from "float.'' And they provide no pro ­
tection if you dispute a bill.

If your debit card is stolen, you are 
worse off than if your credit card is. W ith  
credit cards, your liability is ordinarily 
limited to $50. W ith  debit cards, that 
limit applies only if you report the loss

within two business days; otherwise it's 
$500.

Debit cards do have at least one advan­
tage. An out-of-state merchant might not 
take a personal check from you, but the 
Visa and MasterCard debit cards are 
accepted everywhere Visa and Master­
Card credit cards arc. Indeed, it is now 
impossible to tell the credit card from the 
debit card by appearance alone.

T o  protect yourself in case you lose 
your card, it’s best to have a debit card 
attached to a savings account separate 
from your main checking and savings

accounts. That way your potential losses 
should be limited to the amount you 
leave in the account. In theory, over­
drafts should bounce.
R e c o m m e n d a t i o n s

Because of the annual fees on most 
credit cards, we suggest you hold just 
one—either Visa o r MasterCard, since 
their acceptability is the same. W e  rec­
ommend you get your M asterCard  or 
Visa from a bank offering a low interest 
rate—around 16 percent or lower. Our 
tables of the best and worst buys we 
found in our survey may help you start 
your comparison shopping.

W e would not recommend a premium  
Visa or MasterCard C o ld— unless the 
bank enticed you with a better rate than 
you could get elsewhere on a regular 
card. You can find ample credit lines on 
the standard cards.

roil may also want to carry one travel- 
and-cntcrtainment card. W e  would rec­
ommend the American Exjrress Creeil 
card. W ith  î s $35 annual fee, relatively 
wide and growing acceptability , and cus­
tom-fit charge limits (see box, below ), we 
♦hink the Green card is the best choice  
among the major T & E  cards. ■

How  hard is it to get a card? W e  found 
that banks differ considerably in how  
much income they require you to have 
before they will give you a Visa or Mas­
terCard. So, if one bank rejects your cred­
it application, don't lose heart: Another 
one may greet you with open arms.

The median annual family income of 
American Express cardholders Ls about 
$30 ,000 . But a $15 ,000  annual family 
income ($10 ,000 for students) can qualify 
you for the American Er/rress Green 
Card, the basic card. For the next step 
up, $20 ,000  is all it takes for the Ameri­
can Express C o ld  Card. (O ther factors— 
credit record, employment history—are 
also considered.) Diners C lub  and Carte 
Blanche, two other m ore exclusive 
cards, look for a minimum income of 
$18,000.

Issuers of the standard Visa and Mas­
terCard look for anywhere from $5000  to 
$18 ,500  in income. T o  get a premium  
Visa or MasterCard , you need income 
ranging from $22 ,000  to $100 ,000.
H o w  h igh t h e  limit?

As with income requirements, credit 
lines vary in size from bank to bank. At 
the high end of our survey, MasterCard 
offered a slightly fatter credit line than 
Visa: $30 ,000 vs. $25 ,000  on the regular 
card and $ KM),0 00  rather than $90 ,000

on the premium card.
The T & E  card issuers claim they have 

. no set spending limit. That m ight lead 
some people to believe they can charge 
anything within reason. But the key word 
is no set limit. >'

W hat is the real limit? "That's one o f 
our most closely guarded secrets," says 
American Express senior vice president 
lohn Sutphcn. C U  anonymously tele­
phoned American Express cardmeinber 
services in New York—the people who 
handle this sort o f thing—and asked them. 
The system works like this: computers 
keep close track o f your growing month­
ly balance. W hen you  charge a purchase 
that doesn't fit your “ normal”  monthly 
pattern, American Express will want 
identifying information from you and 
will probably oak your bank for more 
data about yoUr ability Jo pay. Keep that 
in mind in case you ’re thinking o f charg­
ing a car to your American Express 
card. i • ’
P r e m i u m  c a r d s  ' , . i

Premium cards, the latest innovation 
among bank cards, offer two main attrac­
tions: a higher credit limit and a status 
symbol. Those cards also ofTer a host of 
ancillary features, such as higher travel- 
accidcnt insurance and special hotel ser­
vices. For the most part, however, these

should be considered frills. After all, if 
you need insurance, y ou can always talk 
to an insurance agent.

The u ltim ate.in  premium cards—for 
the moment, at least—is the American 
Express P latinum  Card. Its $250  annual 
fee dwarfs all the others. W orth  it? N o l 
at that price, in our view.

The high credit limits on premium  
cards sound like an attraction. But think 
about it: D o  you really want to borrow  a 
lot o f money at charge-card rates? Bor­
rowing $(>00 at 18 percent or 2 0  percent 
is expensive enough’; borrow ing $55 ,000  
at that rate—except for short periods— 
would be imprudent, to say the least. For 
purchases that large, you can probably 
obtain a personal loan o r an installment 
loan frohi a bank at a substantially cheap­
er rate. . .  ■

W ith  a premium card, you may well 
be able to find a lower-than-nonnal inter- 
.est rate. Just as a creditworthy business 
pays less to borrow money than a shaky 
business does, so you—if you are a good  

•credit risk—may qualify for a lower rate. 
_Premium cards, we believe, make sense 
chiefly for those users who maintain high 
balances and can therefore benefit from a 
lower rate—which offsets the extra an­
nual fee. Absent a break on the rate, we 

• don’t think premium cards arc worth the 
moncv.
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Rainier National B a n k Q 15.5% $18 15.5% $50 - -
Bank Card Services, P .O . Box C -34018 
Seattle . W ash. 93124 , Attn: Credit Dept. 
(2 0 6 -6 21 -4 111 )

C o m e r l c a  M i d w e s t Q 16.9 20 - - P* — ✓ -
P.O . Box 2926 , 3 450  W . Central Ave. 
Toledo, Ohio 43606  
(1 -8 0 0 -8 41 -0 012 )

Natlonal City B a n k Q 17.4 18 r / .4 35 p" ✓ V
Custom er Service, P .O . Box 5570-N  
Cleveland, Ohio 44101  
(216  575 -2 000 )

C o r e  States B a n k  of 
D e l a w a r e Q

18.9 18 16.9 50 P" t ' —
P.O . Box 8920  
W ilm ington, Del. 19899 
(2 1 5 -6 29 -3 100 )

Central National BarikQ 19.0 20 15.3 35 ✓ - P* ✓
800 Superior, 
Cleveland. Ohio 44114 
(2 1 6 -3 44 -3 000 )

B a n k  ol CaliforniaQQ 12.0 20 - - ✓ - ✓ -
P.O . Box 45000
San Francisco. Cf.HI. 94 145
(4 15 -7 65 -0 400 )

Dominion B a n k Q 18.0 IS 13.0 36 ✓ ✓ - -
Bank Card Center. P .O . Box 13287 
Roanoke. Va. 24041 
(7 0 3 -5 63 -7 000 )

J j Available nationwide.
3  Not Issued In out-of-state residents, or only limited issue in neighbor­ing states.

3  Rate applies only in Washington State: California and Oregon rate is 21 percent.

W h o  h a s
the w o r s t  rates?

The b an k s  sh ow n  be low  
had  the h ighes t in te re s t  
r a t e s  on  s t a n d a r d  Visa 
and  MasterCard o f  th e  
1 3 3  b an k s  in C U ’ s su rvey .

B i g g e s t  isn’t 
a l w a y s  b e s t

B e lo w  a r o  th e  in te re s t  r a t e s  
o n  Visa a r id  MasterCard  a t 
th e  n a t io n ' s  10 la rg e s t  b a n k s

A nnua l fe e  
In te re s t  S ta n d a rd  P rem ium  

ra t e  c a rd  c o rd

S ta te In te re s t Annua l
M issouri b a n k s 3 Missouri 22 .0% none
Bank Ono Ohio 21 .6 $25
H unting ton  N a t lo n a l Bank Ohio 21 .6 20
South C a ro lin a  N a t lo n c l S . Carolina 21 .5 none
F rost N a t lo n a l Bank Texas 21.1 none

J I ' *  !^ o n 5« n« Ci.ha,r.9ing 22 0 petcon t: United M issouri B ank ;
Coro" C o n ta in  ReI C2n nle Bank ; FirSt N atlona l Bank C h a r­ter C o rp . C on te rro  Bank; C om m erce  Bank.

CONSUMER REPORTS

C itib an k 19.8% $20 S40
Bank o l A m e ric a 19 8 18 36
C h a s e  M an h a tta n 19.8 20 45
M a n u la c lu re rs  H an o v e r Trust 19.8 20 40
C h em ic a l B ank 19.5 20 45
C o n t in e n ta l Illin o is 19.8 15 20
S ecu rity  P a c ific 2 0 . 4 3 15 45
First C h ic a g o 19.8 1 2 - 2 0 3 NA
W e lls  F a rg o 20 .0 15 45
M e llon  N a t io n a l 18.8 15 50

NA -Prem ium  card not ava ilab le .
HI Prem ium  ca rd  ra te  17 .4% .
d ) Fee va ries depending on c a rd h o ld e r's  s ta te  o l residence.
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GECC ISSUES MONSANTO PR IVATE-LABEL CARD. Following sim ilar,
*grams for Apple Computer, IBM, John Deere and others, General E lectric Credit' Corai! 
will pay reta ilers and bill customers for creclit-card purchases of Monsanto’s lfW ,e a » ^  
Dated” carpets. Salespeople can approve opening credit lines of $1, 500 covering m os^  
carpet purchases if customers have lived in the same place fo r one year and present 
a valid driver's license and bank card. Carpets were the only durable goods without-̂ ;  
a widely available credit line according to Monsanto research which showed that 80% of- 
carpet sales were paid for with cash. Steve Hajtun is Marketing Mgr. of Home Furnish­
ings at GECC, (203) 357-4207, See issues 313, 308, 266, 245, 240, 225.

'•

SECRET SERVICE FRAUD JURISDICTION. Although now authorized to investi- I 
gate cred it-card  fraud by the Counterfeit Access Device and Computer Fraud and ' 
Abuse Act of 1984 (issue 343), the Secret Service has no jurisdiction until the Attorney 
General and Secretary of the Treasury decide exact'y what that role will be. D is - - 
cussions are underway. '•

BANK CARD (Continued from page 1 ). . .  being charged by Simmons 
- -First of Pine Bluff, Arkansas which charges five points above the 

discount rate. Year-end 1983 averages were $16 for fees and 
18.8%  for interest. The trend in 1985 will be for.interest rates to 
go up and annual fees to go down. No matter what the interest rate, 
consumers are less likely to apply for a card if they consider the 
annual fee too high in relation to cards they currently carry or others 
being offered to them. Most banks will continue charging up-front 
fees of $15 to $25 per year just to make sure "convenience” users 
who pay up within 30 days and make up one-third of their card base 
are paying their share of overhead - -  and that's the way it should 
be. But local banks that have to compete with out-of-state bank 
cards will have difficulty keeping cardholders if they charge over 
$15 per year for standard cards and over $25 per year for premium  
cards. To compensate for lower fee income, banks should adjust 
their interest rates upward and those banks operating in states with 
low ceilings will have to think about moving elsewhere to remain 
competitive.'
To be profitable, big banks should maintain a spread of at least 6% 
between what they charge cardholders and the prime rate— wbi'-’i is 
generally 200 basis points (2%) more than their direct internal cost 
of funds to finance receivables. Small to medium-sized banks that 
are generally less profitable should add another 2% on top of that 
Bank-card interest at 18% to 21% makes cred it-card  operations at 
most banks a lot more profitable than automobile loans at 15% or 
second mortgages at 13% even though bank cards carry an entirely 
different set of risks and expenses in the form  of credit losses, bank­
ruptcies, reserves for fraud and counterfeiting, and administrative 
costs. Legislators are being egged on by- consumer action groups to 
press for lower cred it-card interest rates just because the coci 'if 
money is  temporarily down, but when the current prime rate oi 
10-3/4%  goes back up lo 12-3/4%  by this time next year, any rate less 
than 19% will be too low. Banks like Shawmut and Bank of Boston 
that recently lowered their rates from 18% to 17% are finding that 
other banks are not interested in their private price war, nor are 
customers flocking to them as benefactors.

v.B A S K

Annual i Fee
?*>.?•: • 
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- BANK OF BOSTON CREDIT CARDS HEAD OUT-OF-STATE . Applications are in to 
set up lim ited-purpose subsidiary banks in either New Hampshire or Delaware where BarBT3! 
of Boston can increase interest rates if necessary to cover costs of a planned credit-cajjd ' 
expansion into New England and the Southeast New Hampshire ip the preferred locaticta 
for card operations targeted to start out-of-state by year-end. Bank of Boston has issued 
180,000 Visa cards, 395,000 MasterCards, plus 17,000 "Preferred" MasterCard gold 
credit cards. John Parker is  VP, (617) 434-4352. i»*.n

AFI ACQUIRES ATM TECH 'S GAS TERMINAL. Manufacturer of "ATM 500" carcfH 
activated fuel control system described in issue 322 is  being purchased by Addressogra^h 
Farrington Inc. and will operate as a separate division in Beaverton, Oregon where ATJp 
Technologies started in m id -1982. Their "ATM 300" ticket/voucher terminal is  also c&rd 
activated and can be interfaced with AFl/Datatrol's RS 7100 retail-management system^as 
well as other POS terminals. Robert Axline is VP Corporate Development at AFI, 5 ;•? 
(617) 963-8500. Sam Bosch is President at ATM Technologies, (503) 643-4000. See * ' 
issue 322 on ATM 500 and issue 340 on AFI, •i ,1

C,r

State Interest Cards

England Mass. 18.0% 85,000

i'E Fla. 18.0% 923,000
Fla. 18.0% 740,000
Mass. 18.0% 470,000
Fla. ., 18.0% 465,000

n Mass. 18.0% 456,000

Ohio 21.6% 1, 560,000
n u  •} 21.0% 734,000
n .y . 19.8% 6, 164,000

go h l 19. 8% 3,050,000
lan N.Y. 19.8% 3,702,000

N.Y. 19.8% 3, 698,000
, Hanover N.Y. 19.8% 2,781,000
.uerque N. Mex. 19. 8% 194,000
eric an N.Y. 19.7% 347,000
t Wilmington DeL 18.7% ■ 35,000
onal Mich. 18.0% 1, 369,000
ink Mass. 18. 0% 718,000
tional Calif. 18.0% 670,000
k Savings N.Y. 16. 8% 88,000
t Ark. .. 13. 5% - - •• 79,000

a Me tional N.C. 24.0% 847,000
:ional DeL 24.0% 647,000

N. Mex. 19. 9% 194,000
ica Calif. 19.8% ‘1,761,000

Iowa 19. 0% 631,000
Cliio 19.8% 439,000

ink Ohio 19.8% 309,000
onal Md. 18. 9% 654,000
.pj T Conn. 18. C% 578,000
• a tional Penn. !.7.''% 753,000

Wash. 13.0% 1, 167,000
:il Wash. 15.0% 503,000
< N.C. (1) 297,000

•ial Calif. 21.0% 1,127,000

Annual
Feo Bank State Interest

Regular
Cards

Valley National Ariz. 2 L 0 % 561,000
Oregon Bank Ore. 2 L 0 % 55,000
United Bank of Arizona Ariz. 21.0% 41,000
Security Pacific Calif. 20. 4% 1,830,000
Homo Savings of America Calif. 20.4% 72,000
Wells Fargo Calif. 20.0% 1,655,000
Marine Midland N.Y. 19.8% 2,292,000
Indiana National Ind. 19.8% 905,000

$15 California First Calif. 19.8% 294,000
New Jersey National N.J. 19. 8% 180,000
Great Western S & L Calif. 10. 8% 53,000
Lincoln First N.Y. 19. 5% 595,000
Home Federal S & L Calif. 19.5% 09,000
U. S. National of Oregon Ore. 19. 3% ■”5,000
First Interstate Calif. 18.0% 2, 584,000
Bank of Virginia Va. 18.0% ‘ 970,000
First Wisconsin Wis. 18.0% 751,000
United Virginia Bank Va. 18.0% 550,000
Mellon Bank Penn. !8.0% 513,000

$14 Shawmut Mass. 17.0% 234,000

Colorado National Colo. 21.0% 1,821,000
United Bank of Denver Colo. 21.0% 499,000

$12 Central Trust Ohio 21.0% 225,000
First American Tenn. 21.0% 162,000
Bank of New York N.Y. 18.0% 820,000
Ci'izcns & Southern Ga. 18.0% 497,000
Trust Co. of Georgia Ga. 18.0% 195,000

Mercantile Bank Mo. 21.1% 768,000
Republic Bank Dallas Tex. 2 L  1% 750,000
First of Atlanta Ga. 21.0% 778,000

FREE Avco National Calif. 19. 8% 483,000
Valley National N.J. 18.0% 69,000
Imperial S & L Calif. 17.0% 91,000
Bank of the Southwest Tex. 16. 5% 1,448,000
First City National Tex. 16. 5% 1,228, J00
First of Omaha Neb. (2) 844,000

•’I,-- vl
It 'I
k*;i

r a t e  o v e r  p r im o  r a t e  l o  h a n k s . (2) D e p e n d s  o . i  W a l l  S t r e e t  J o u r n a l q u o ta t io n .

;ere represent 54% of the 129. 7 million U. S. bank cards in circulation at the clcse of 1984.
- 5 - T H E  NILSON R E P O R T

N U M B E R  346 .  D E C E M B E R  19M
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C r e d i t  s a l e s  
a r e  a  c o s t  
f o r  r e t a i l e r s
I've been a union ro*n most of my  
working life, but dagnab It, there are 
times when I think that no one can 
Ignore economic reality with more 
contrary, wrongheaded predictabili­
ty than a labor leader bent on saving 
us nli from corporate greed.

One of those times came a few days 
ago when Minnesota's major retail­
ers asked the Legislature to raise tbe 
Interest-rate ceiling on consumer 
credit from 16 percent, lowest In the 
nation, to 18 percent a year.

Far from trying to swell their profits 
on charge accounts, the retailers 
said, what they’d sort of like to do la 
cut down a mite on the millions of 
dollars in losses they post on con­
sumer credit each year.

Their blandishments didn’t faze Ber­
nard Brommer. secretary-treasurer 
of the powerful Minnesota AFL-CIO, 
whose knees began to Jerk a'most 
Immediately: " W e’ve opposr i (a 
hlghc- rate ceiling) historical!',," he 
grumped. "Increasing interest rates 
for consumers and working people 
... I Just don't think It's very wise."

The way he sees It apparently, re- 
talltrs can afford lo absorb those 
credit losses a whole lot easier than 
us working stiffs. Unfortunately, this 
Is yet another example of Big La­
bors enduring effort to rewrite the 
economics textbooks, which assure 
us that there Is no such thing as a 
free lunch.

There sure Isn’t My  exhaustive In­
vestigation uncovered no retailing 
executives who are taking pay cuts 
to offset their employers' losses on 
consumer credit Ditto for share­
holder dividends.

Instead, the credit losses axe being 
translated Into higher retail prices 
paid by the very working people the 
AFL-CIO alms to protect. Including 
the 20 to 30 percent of us who rarely 
or never use credit cards.

Actually, Brommer Isn’t the only one 
Jerking his knees. Our tisldent popu­
list who manages at times to over­
come his rather extensive economics 
training, began muttering about the 
avarice of retailers who try to raise 
Interest rates ever, as a declining 
prime rate cuts their cost of money.

"What about the poor guy who has to 
buy on credit?" he demanded.

Let’s go through this economics les­
son just once more: Just as Social 
Security Isn’t designed to lift the el­
derly out of poverty and commodity 
programs cannot save the small 
farmer, retailers shouldn’t be ex­
pected to solve the problem of the 
low-lncome consumer. These are Is­
sues best addressed by sharply fo­
cused programs that eliminate as 
many middlemen as possible.

M y  colleague had a point about tim­
ing. however —  Interest rates have 
fallen a couple of points In the past 
year. I sought an explanation from 
Dayton Hudson Corp., a solid c  “bo­
rate 'tltlzen with a reputadoi or 
sensitivity to the needs of the con­
sumer. (It has a no-questlons-asked 
policy o q  merchandise returns, and 
Its Target chain spends $750,000 a 
year testing toys and other products 
for safety.)

'N

CfJ ̂

What I got from James Dlrlam. vice 
president of credit sales at Dayton's, 
were some Impressive numbers: In 
Minnesota during 1883, the com­
bined credit operation of Dayton's 
and Target spent $8.3 million for 
operating expenses (payroll, postage, 
supplies), $2.7 for bad debts and $17 
million for Interest on the cash used 
to finance accounts receivable.

Customer finance charges raised Just 
$18.4 million, however, leaving their 
Minnesota credit operations $9.6 mil­
lion In the red!

Even If the Interest celling had been 
18 percent Instead of 16. Dlrlam 
said, the Increased revenue from fi­
nance charges would have trimmed 
the loss only to $7.3 million.

Moreover, the 1983 loss was calculat­
ed on the basis of a 12 percent Inter­
est rate on the cash used in credit 
operations, he said. Even If the rate 
had been 10 percent, one-half point 
below the current prime rate, the 
loss still would have beea about $4.5 
million.

That strikes m e  as quite a lot to ask a 
retailer to pay for the privilege of 
granting us credlL



R E T A I L  R E V O L V I N G  C R E D I T

F I N A N C E  C H A R G E  C E I L I N G S

C u rre nt Ceilings In States W h i c h  Removed Break Points Between
1980 and 1985

State

Arizona

Delaware

District of C olumbia

Iowa

Kansas

Maryland

M a s s a c h u s e t t s

Mississi ppi

Missouri

New Jersey

New M exico

New York

Puerto Rico

South Carolina

Texas

V e r mont

W i s c o n s i n

C u r rent Ceiling 

Deregulated 

Deregulated 

24%

19.8%

21%

24%

18%

21%

18%

D eregulated  

Deregula ted 

Deregulated 

20. 4%

D e reg ulated

V a r i able between 18% and 21% 

21%

18%; to be d e r e g u l a t e d  in 1985



R E T A I L  R E V O L V I N G  C R E D I T

F I N A N C E  C H A R G E  C E I L I N G S

States Imposing A Lower Rate Above A Break Point Prior to 1980

State

Alaska

Arizona

C a l i f o r n i a

Delaware

D istrict of Columbia

Iowa

Kansas

Maryland 

M a s s a c h u s e t t s  

M i ssi ss ippi

Missouri 

N e b raska 

New J e r s e y  

New M e x i c o  

New York 

P uerto Rico 

South C a r o l i n a  

Texas 

V e r m o n t

Rates and Break Point 

18% to $1,000; 12% above 

18% to $l,f"Q; to 12% above 

18% to $1,000; 12% above 

18% to $1,000; 12% above

18% to $500 

18% to $500 

21% to $300

12% above 

15% above 

18% over $300 to
$1,000; 14.4% above $1,000

18% to $700 

18% to $500 

18% to $800

12% above 

12% above 

15% over $800 to
$1,200; 12% above $1,200

18% to $500 

18% to $500 

18% to $700 

18% to $500 

18% to $500 

18% to $250

9% over $500 

12% above 

12% above 

16% above 

12% above 

12% above

18% to $1,000; 12% above 

18% to $500; 12% above 

18% to $500; 12% above



R E T A I L  R E V O L V I N G  C R E D I T

F I N A N C E  C H A R G E  C E I L I N G S

S t a t e s  Imposing

State

A l a s k a

Ca l i f o r n i a  

Ue b r a s k a  

W e s t  V i r ginia

A Lower Rate Above A Break Point As of J a n u a r y  1, 1985 

Rates and Break Point

18% to 51,000; 5% plus Federal  Discount 
Rate (now 8.5%) above $1,000

19.2% to $3,000; 12% above 

21% to $500; 12% above 

18% to $750; 12% above



A p r i l  2 ,  1985

Mr. M. M i k e  M i l l e r

Chairman, H o u s e  J u d i c i a r y  Com mi t t e e  

P o u c h  V

Juneau, Ak. 99811 

Re: H B  217

D ear Mr. M i l l e r

I supp o r t and encouratre p a s s a g e  o F H B  217. Th e  rates of i n t erest 

p aid by b a n k s  on d e p o s i t s  and the r ates char g e d on l o an s  w e r e  b o t h  

p r e v i o u s l y  r e g u l a t e d  by legislation. Fede r a l  d e r e g u l a t i o n  has 

removed c e i l i n g s  fr o m  i n t e r e s t rates to the b e n e f i t  of the 

c o n s u m e r  b y  a l l o w i n g  b a n k s  to n a y  h i g h e r  r ates of i n t er e s t  on 

s m a l l e r  deno s i t s .  I feel that the same d e r e g u l a t i o n  should be 

allo w e d  to b a n k s  o n  loan rates.

The banks' w o r k i n g  c a p i t a l  c omes from the d i f f e r e n c e  b e t w e e n  their 

cost of funds (interest on d e p o s i t s )  and their i n c o m e  (loan interest 

rates). A  r e a s o n a b l e  spread must be m a i n t a i n e d  b e t w e e n  the two to 

a l l o w  banks the income n e e d e d  to c on t i n u e  opera t i o n .  W i t h o u t  the 

p a s s a g e  of this bill, m a x i m u m  a l l o w a b x  rates w o u l d  be  too low.

This could result in s e v e r a l  p o s s i b l e  p r o b l e m s  for the consumer:

1. Banks w o u l d  need to tighten credit s t a n da r d s  to avoid losses 

or d i s c o n t i n u e  loans to c o n s u m e r s  b e c a u s e  they ar e  not 

p r o f i table. C o n s u me r s  w o u l d  be forced to o t h e r  m a r k e t s  that 

a l r e a d y  ch a r g e  a h i g h e r  rate,

2. Credit card fi.cilities could be m o v e d  out o F s t a t e  w h e r e  

m o r e  c o m p e t i t i v e  rates a r e  allowed. Thi s w o u l d  re s u l t  in 

loss oh jobs to Alaskans.

I feel that w e  sh o u l d  a l l o w  the free m a i k e t  s y s t e m  to w o r k  in 

the b a n k i n g  i n d u s t r y  as w e l l  as o ther in'ustries. L o a n  rates 

w o u l d  not n e c e s s a r i l y  rise to the n e w  lim.'ts. Banks m ust be 

c o m p e t i t i v e  o r  lose customers. I b e l i e v e  that the c o n s u m e r  

w i l l  shoo for the be s t  loa n  r ates .iust as he d o e s  for the V est 

i n t erest rates.

i\om ^ uwa^iuau
503 T a r g h e e  Ln

Ea'zle River , Ak. r,9577 .

cc: R a n d y  P hi l l i p s

Eagle River



1513 Crescent Avenue 
Anchorage, A l ask a 995

A p r i l  2 ,  1 9 8 5

Re p r e sentative M. M i k e  Miller 
Chairman, Judiciary Committee 
Pouch V
Juneau, A l as ka 99811 

Re: HB-217

Dear Representati\ Miller:

I am a 58 year resident of the State of Alaska having 
b e e n  born and raised in Anchorage.

I urge passage of HB-217 so that we may have a safe, 
sound and viable financial community. And also have 
reasonable equality between the various financial 
institutions doing b u s iness in Alaska. By keep ing 
the interest rate unreasonably low on credit cards 
it forecloses the opport unity for marigi nal credit 
risks to receive credit cards issued by Alaskan banks.
There are other financial institutions headqu artered 
ou tside of A l aska that offer credit at a rate that is 
e ither higher or equal to the rate p r o po sed in this bill.
The e ffect of u n r e a l istically low credit card interest 
rates is to force these margi n a l  credit risks to 
financial institutions doing business outside the 
state of Alaska, therefore, reducing the number of 
jobs in A l as kan banks' credit card departments.

It is also unfair to allow different  types of financial 
institutions to charge different rates of interest on 
similar loans. Credit Unions and banks doing business 
outside of the State of Alaska, as well as small loan 
companies in Alaska, can charge h igher rates of interest 
than a commercial bank. Under the "Most Favored Lender" 
doctrine, n a t ional banks are p e r m itted to charge the 
same rate on a loan as any other lender in the state.
Some n a t i o n a l  banks currently operate under this doctrine.
It has not b e e n  clearly e s t a b l i s h e d  that a state bank can 
operate under the "Most Favor ed Lender" doctrine. As 
the situation now exists national banks can charge a 
higher  rate of interest than state banks. HB-217 w oul d 
correct this inequity.

There has been some question raised by certain consumer 
groups that to lift the interest rate on small loans 
w o u l d  cause financial institutions to charge the m a xi mum 
rate permissable. This is not true because national banks 
now o p e r a t i n g  under the "Most Favored Lender" doctrine have 
been able to charge much higher rates than they are 
currently charging. Competition will p r e v ent financial 
institutions from charging unr easonably high rates.



R e p r e s e n t a t i v e  M. M i k e  M i l l e r
P a ^ e  2
A p r i l  2 ,  1 9 8 5

Government regulatory agencies have stopped regulating 
interest paid to depositors and this allows competition 
to set that rate. On the other side of the equation 
there is no logical reason to have legislation that 
controls the interest i te that a borrower pays.
Artific aliy low interest rates on loans deprives 
marginal credit risks from receiving loans from Alaskan 
financial institutions.

Please share my comments with other members of your committee.

Very truly yours,

ft s
</ John Reekie, Jr.

CC:
R e p r e s e n t a t i v e s :
Don Clocksin 
Jim Duncan
M ax F. Gruenoerg, Jr. 
Fritz Pettyjohn 
Randy Phillips 
John L. Sund 
Robin L. Taylor



National Federation 
of Independent Cnsiness 

i
I lx -  G tu a lia i i o f  Sm a ll Business.

T O :  N F I B / A L A S K A  M E M B E R S  M a r c h  1 9 8 5

F R O M :  G A R Y  L. J E N K I N S ,  D I R E C T O R  O F  G O V E R N M E N T A L  R E L A T I O N S

S U B J E C T :  S P E C I A L  B A L L O T

T h e  i s s u e s  o n  t h i s  b a l l o t  a r e  o n e s  w h i c h  t h e  l e g i s l a t u r e  i s

c o n s i d e r i n g  d u r i n g  t h i s  s e s s i o n .  It i s  v e r y  i m p o r t a n t  t h a t  y o u
c o m p l e t e  t h i s  b a l l o t  a s  s o o n  a s  p o s s i b l e  a n d  i m m e d i a t e l y  m a i l  it 

to N F I B / A l a s k a ,  P. 0. B o x  2 1 0 1 9 4 ,  A u k e  B a y ,  A l a s k a  9 9 8 2 1 .

1. I N T E R E S T  R A T E S

S h o u l d  i n t e r e s t  r a t e  c e i l i n g s  b e  r a i s e d  o n :  ( V o t e  o n  e a c h  o n e )

a. B a n k  l o a n s  o f  $ 2 5 , 0 0 0  o r  l e s s

11%  Y e s  8 8 %  N o  1% U n d e c i d e d

b. R e t a i l  c h a r g e  a c c o u n t s

19 %  Y e s  7 8 %  N o  3% U n d e c i d e d

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

1 77. Y e s  8 1 %  N o  TL U n d e c i d e d

B A C K G R O U N D :  L e g i s l a t i o n  ( H B  2 1 7 )  i s  c u r r e n t l y  p e n d i n g  i n  t h e  H o u s e

J u d i c i a r y  C o m m i t t e e  w h i c h  p r o p o s e s  t o  r a i s e  t h e  l i m i t s  on t h e  i n t e r e s t

r a t e s  w h i c h  m a y  b e  c h a r g e d  f o r  c e r t a i n  t y p e s  o f  c r e d i t .  T h e  l e g i s l a t i o n

w o u l d  p e r m i t  a n y  b u s i n e s s  o r  c r e d i t  c a r d  c o m p a n y  t o  c h a r g e  u p  t o  1 8 %  on 

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

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

c h a r t e r e d  c r e d i t  u n i o n  t o  c h a r g e  u p  t o  2 4 %  f o r  a n y  l o a n s  m a d e  o f  $ 2 5 , 0 0 0
o r  l e s s .

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

m a x i m u m  r a t e  of 1 8 %  o n  t h e  f i r s t  $ 1 , 0 0 0 . 0 0  d u e  a n d  5 p e r c e n t a g e  p o i n t s  

o v e r  t h e  f e d e r a l  d i s c o u n t  r a t e  o n  t h e  b a l a n c e  o v e r  $ 1 , 0 0 0 . 0 0 .  A t  t h e  

p r e s e n t  t i m e ,  t h e  f e d e r a l  d i s c o u n t  r a t e  i s  8 % ,  so t h e  c u r r e n t  m a x i m u m  r a t e  
o n  b a l a n c e s  o v e r  $ 1 , 0 0 0 . 0 0  i s  1 3 % .

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

p l u s  5 p e r c e n t a g e  p o i n t s  o n  l o a n s  o f  $ 2 5 , 0 0 0 . 0 0  o r  l e s s .  At t h e  p r e s e n t  

t i m e ,  t h e  f e d e r a l  d i s c o u n t  r a t e  i s  8 % ,  s o  t h e  c u r r e n t  m a x i m u m  r a t e  is  

1 3 % .  H o w e v e r ,  i t  s h o u l d  b e  n o t e d  t h a t  s o m e  f i n a n c i a l  i n s t i t u t i o n s  a r e

c u r r e n t l y  c h a r g i n g  i n t e r e s t  a t  r a t e s  h i g h e r  t h a n  1 3 % .  T h e y  a r e  d o i n g  t h i s

b a s e d  o n  a 1 9 8 1  A t t o r n e y  G e n e r a l  o p i n i o n  w h i c h  s t a t e s  t h a t  u n d e r  F e d e r a l

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

" m o s t  f a v o r e d  l e n d e r  d o c t r i n e " .  T h i s  d o c t r i n e  p u r p o r L e d l y  p r o v i d e s  t h a t  

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



la£ on loans of the same amount. In the case of Alaska, the Alaska Small 
Loan Act p e rmits small loan c o m p a n i e s  to charge up to 3% per month or 36% 
per year on loans up to $850.00; up to 2% per m o n t h  or 24% per year on
l oans over $ 8 5 0 . 0 0  but not more than $10,000,00; and at any rate mutual ly
a g r e e a b l e  to the p a r t i e s  for l o a n s  over $ 1 0 , 0 0 0 . 0 0  but not more than 
$25,000.00.

P r o p o n e n t s  for r a i s i n g  the rate l i m i t a t i o n s  argue that many busine s s e s  and 
cr e d i t  card c o m p a n i e s  are l o s i n g  money on t h e i r  credit t rans a c t i o n s
be cause of the c u r r e n t  l i m i t a t i o n s .  They argue that permitting a m a x i m u m  
rate of 18% on the. u n p a i d  b a l a n c e  w i t h o u t  a l i m i t a t i o n  as to the account 
balance, will a l l o w  them to then m a k e  a re ason a b l e  return on their credit 
transactions. T h o s e  s u p p o r t i n g  i n c r e a s i n g  the rate limitation for
financial i n s t i t u t i o n s  to 24% a r g u e  that since many banks are cha rging 
rates higher than 13% at the present time, to prevent any c o n f usi on
regarding what is the proper m a x i m u m  rate, the p r o p o s e d  limitation should 
be adopted. T h e y  f u r t h e r  argue that no f i n a n c i a l  institution will 
immediately raise their rates up to 24%. R a t h e r  compet i t i o n  in the 
marketp lace will, be the c o n t r o l l i n g  factor as to what rates will be 
charged  for the v a r i o u s  types of loans.

Oppon e n t s  argue that A l a s k a  d o e s  not have a well d e v e l o p e d  m a r k e t p l a c e  and 
there are many c o m m u n i t i e s  w h e r e  no c o m p e t i t i o n  e x i s t s  for either banking 
or retail credit. R a i s i n g  the p r e s e n t  limits to the proposed levels would 
permit charging u n r e a s o n a b l y  high rates. Further, ma ny studies from other 
states have shown that, for l o a n s  of less than $2 5,00 0 . 0 0 ,  when a state 
does not have an i n t e r e s t  rate limit or has a very high interest rate 
.limit, the m a r k e t p l a c e  tends to react very slowly wh en interest rates are 
falling in general. For example, during the first few months of 1983 in 
California, w h e r e  there are no i n t e r e s t  r a t e . l i m i t a t i o n s ,  rates being 
charged  on small loans by banks were running from 20% to 25%, while rates 
in Alaska were a v e r a g i n g  abou t 14%.

2. AUTOMOBILE R E C O R D  K E E P I N G  R E Q U I R E M E N T S

Should the A laska  L e g i s l a t u r e  u r g e  C o n g r e s s  to repeal the a u t o m o b i l e  
record keeping r e q u i r e m e n t s  w h i c h  were adopted as part of the 1 9 8 a Tax 
R e f o r m  Act? ‘ ;

96% Yes 3% No 17. Undecided

BACKGROUND: L e g i s l a t i o n  (SJR 19) is c u r r ent ly pending in the Senate
Finance  C o m m ittee and w o u l d  urge C o n g r e s s  to repeal the new record k e e p i n g  
requirements and the r e l a t e d  l i m i t a t i o n s  on d e d u c t i n g  automobil e expenses. 
The resolution u r g e s  a r e t u r n  to the previous law which was e f f e c t i v e  up 
to December 31, 1984.

Propon ents of this r e s o l u t i o n  argue that the new record keeping 
requirements are far too b u r d e n s o m e  and time c o n s u m i n g  for businesses, 
especially in light of * the l i mited a d d i t i o n a l  re venues whi^ch the 
requirements wil l g e n e r a t e  for the U. S. Treasury. Further, they argue 
that the l i m i t a t i o n s  on d e d u c t i n g  a u t o m o t i v e  e q u i p m e n t s  expenses will 
d iscourage b u s i n e s s e s  from i n v e s t i n g  .in additi o n a l  equipment.

Opponents argue that d e d u c t i o n s  taken for a u t o m o b i l e  use for business 
purposes has been s e v e r e l y  .aulsed in the past and the new law is the only 
effective way to br ing this p r o b l e m  under control.
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C o n t e n t s  - HB 217 

A p r i l  9, 1985

C S H B  217 

H B  217

F i s c a l  note - 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

H o u s e  Sp e c i a l  C o m m i t t e e  on S t a t e  L o a n s  c o m m i t t e e  rep o r t

d a t e d  3 / 1 4 / 8 5 3 / 1 4 /

3/10/85 letter to R e p r e s e n t a t i v e  S u n d  fr o m  AKPI R G  

3/13/85 lett e r  to R e p r e s e n t a t i v e  S u n d  from A K P I R G  

2/14/85 M e m o  f r o m  T h e r e s a  B a n n i s t e r  to R e p r e s e n t a t i v e  Dunc a n  

Se c t i o n a l  A n a l y s i s

1/2/81 A G  o p i n i o n  re d e r e g u l a t i o n  and m o n t e a r y  act of  1980

AS 0 6.20 - A l a s k a  S m a l l  L o a n s  A c t

AS 06.40 - P r e m i u m  F i n a n c i n g  A c t

A S  06.45 - A l a s k a  C r e d i t  U n i o n  A c t

A S  36.90 - M i s c e l l a n e o u s  P r o v i s i o n s

AS 45.10 - A l a s k a  R e t a i l  I n s t a l l m e n t  S ales Act

AS  45.45. - T r a d e  P r a c t i c e s

"Retail B a n k i n g  in N e w  Y o r k  State: C u s t o m e r  Beware" a r ticle

d a t e d  5/83 A  r e p o r t  b y  S t a t e  S e n a t o r  F r a n z  Leic h t e r  

" Der e g u l a t i o n  o f  C o n s u m e r  L e n d i n g  in N e w  York: The Rates

W e n t  Up  But N e v e r  C a m e  B a c k  Down" a r e p o r t  b y  State S e n a t o r  

F ranz L e i c h t e r  d a t e d  3/23/83

A n c h o r a g e  D.'.ily Ne w s  4 / 3 / 8 5  article: "As w i t h  Credit, It

Pays to Sh o p  for C r e d i t  Car d s "

"Playing Y o u r  C a r d s  Right" a r t i c l e  in C o n s u m e r  R e p o r t s  1/85 

"Credit S ales A r e  a C o s t  for R e t a i l e r s "  1/28/85 a r ticle in 

M i n n e a p l i s  S t a r  and T r i b u n e

- H o u s e  o f  ^ R e p r e s e u M l i e s

House Judiciary Committee



Ilmtse of jKeprmntatiiies
House Judiciary Committee

HB 217 C o n t e n t s  cont.

Letters:

Alas k a  C r e d i t  U n i o n  Leag u e

K a t h y  S w a g m a n

Johna T u r c i c

K a t h l e e n  K n o w l e s  S cott

J i m  P a y n e

Debb i e  K a r a

M i c h e a l

Patr i c i a  Benz

G r a c e  Y o u n g

Sandi S t i l l m c .

Ja m e s  O ' C o n n e l l  

N a n c y  A s h w i l l  

F r a n k  D a h l l e e  

B rent U l m e r  

Ka t e  M i l l s  

J oAnn S hore 

B e n j a m i n  B a r r e r a  

John Reekie, Jr.

Pouch V  
State C ap ito l 

Juneau, A laska  99811 
(9 0 7 ) 4 6 5 -4 9 9 0
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M r .  S p e a k e r :
H O U S E  S P E C I A L  C O M M I T T E E  

T h e  C o m m i t t e e  o n  ^  S T A T E  L O A N S

D a t e :  . 3 / /  </ f$ S

h a s  h a d 33 217

" An A c t  r e l a t i n g  to i n t e r e s t  rates? and p r o v i d i n g  for an e f f e c t i v e  
d a t e . "

under con sidera tion  and rep orts  i t  back as fo llow s :
[ ] do  p a s s  [ ] d o  n o t  p a s s
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< \
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[ ] A N D  a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ 3 N e w  F i s c a l  N o t e

[ \  ] Zero Fiscal Note Attached
[ X J  r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  to  t h e  ________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  

D O  P A S S

M E M B E R S  H A V I N G  

O T H E R  R E C O M M E N D A T I O N S
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A L A S K A  C R E D I T  U N IO N  LEAGUE
2 5 0 9  E ID E  S T R E E T ,  S U IT E  4  

A N C H O R A G E ,  A L A S K A  9 9 5 0 3  
( 9 0 7 )  2 7 8 - 4 9 4 9

19 March 1985
i P

k .

H o n ora ble  Mike Mill er 

B eh rends Bui lding, Room 220

Pouch V  - • •

Juneau, A l as ka  99811

Dear R e p r e s e n ta ti v e  Miller:

We are w r i t i n g  on beha lf of both the federal and state ch artered c re d i t .un ion s in 

Alaska. Section 3 of H.B. 217 revises A S  06.45 .Q6 0(5 )(A )(x i).  This a me ndm ent  would 

have the e f f e c t  of putting a 15% l imit on loans charged by state credit unions.

We believe this w ould  harm o ur two state c hartered inst itu tio ns as w ell 'as  ma'k'e credit"" 

less av ai la b l e  to their members. Such a change would put state credit unions at a 

d is a d v an ta ge  with banks and savings and-loans as well as f e d e ra l l y  c ha rt ere d Credit 
unions.

Memb ers  of state char ter ed cre dit  unions deserv e c om peti tiv e rates on their deposits.

It is not possi ble  to pay m a r k e t  rates on d eposits if there is an artificial ceiling 

on loan rates. -

We beli eve  Sectio n 3 d is cr i m i n a t e s  a ga ins t state cha rtered credit unions. To insure 

the v i a bi li t y  of the state c ha rt er i n g  system for credit unions and to a l l ow  state 

chart ere d c r ed it  unions to be c om p eti tiv e with o the r financial in stitutions, we request 

that Section 3 o f . H . B . 217 be deleted. .. . . .  .. . ... ..

Chairman

cc: Rep r e s e nt at i v e s  Sund, Gru enb erg

• T a y l o r ,  Clock sin , P ettyjohn and Phillips

. Chat fie ld 

Governmental A f f a i rs  Co mmi tte e

AFFILIATED WITH CREDIT UNION NATIONAL ASSOCIAT ION



A p r i l  2 ,  1 9 8 5

Representative M. Mike Miller 
Chairman, Judiciary Committee 
Pouch V
Juneau, Alaska 99811

Dear Representative Miller:

Re: HB-217 An Act Relating to Interest

I support the passage of HB-217.

I feel consumers should be able to shop for 
low cost loans the same way they shop for 
high paying deposits.

Very truly yours,

Debbie Kara
9599 Brayton Drive #494 
Anchorage, Alaska 99507

CC:
Re p r e s e n t a t i v e s :
Don Clocksin 
Jim Duncan
Max F. Gruenberg, Jr. 
Fritz Pettyjohn 
Randy Phillips 
John L. Sund 
Robin L. Taylor
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2608 Kona Lane 
Anchorage, Alaska 99503

J a'i\

A p r i l  2 ,  1 9 8 5

The Honorable Mike Miller 
Chairperson, Judiciary Committee 
State of Alaska, House of Representatives 
Pouch V
Juneau, AK 99811 

Re: House Bill 217

Dear Mr. Miller:

I am writing to urge your support for House Bill 217 relating 
to interest rates.

As a stockholder in the National Bank of Alaska, I am concerned 
that the value of my investment is ciouded by a State law which
hampers the bank's ability to make a reasonable return on small
l o a n s .

As a consumer I would hate to see the banks quit making small 
loans. My understanding from sources in the financial 
community is that it is quite possible that small loans will 
become scarce as profits are squeezed.

It is in the best interest of all of us for the price of money
to be set by the marketplace.

I again urge your support for House Bill 217.

Sincerely,

Patricia Jelley Benz ,

sc

cc: The Honorable John L. Suncj
The Honorable Max Gruenberg, Jr. 
The Honorable Robin Taylor 
The Honorable Don Clocksin 
The Honorable Fritz Pettyjohn 
The Honorable Randy Phillips



A p r i l  2 ,  1 9 8 5

Representative M. Mike Miller 
Chairman, Judiciary Committee 
Pouch V
Juneau, A l a s k a  99811

Dear Representative Miller:

I support and encourage passage of HB 217.

Consumers should be encouraged to shop for 
lew cost loans the same way they shop for high 
paying deposits.

Anchorage, Alaska 99503

CC:
John L. Sund , Vice Chairman 
Max F. Gruenberg, Jr.
Robin L. Taylor 
Don Clocksin 
Fritz Pettyjohn 
Randy Phillips



A p r i l  4 ,  1 9 8 5

Representative M. Mike Miller 
Chairman of House Judiciary Committee 
Pouch V
Juneau, Alask a 99811 

Re: HB-217

Dear Representative Miller:

Rates of interest on the deposit taking side of 
banks, savings and loans, credit unions, etc. are 
deregulated. Rates on the loan side of these 
institutions are regulated under A la ska law. Several 
states where the cost of doing business is considerably 
less than Alaska, c.re allowed to charge much higher 
rates than Alaska usury rates currently allow. I see 
evidence of that through credit card offerings out of 
places such as South Dakota and California. Rates 
of interest offered are in the 19% area.

James O'Connell 
2203 Vaderbilt Cr. 
Anchorage, AK. 99508

CC:
H. A. Boucher 
Virginia M. Collins 
Don Clocksin 
Jim Duncan
M a x  F. Gruenberg, Jr. 
Fritz . Pettyjohn 
Randy Phillips 
John L. Sund 
Robin L. Taylor



A p r i l  3 ,  1 9 8 5

M. Mike Miller 
Pouch V
Juneau, Alaska 99811 

Dear Mr. Miller:

I would like to express my firm support of HB 217.

It is not right to regulate the interest rates the 
financial institutions can charge and not the rates 
they pay. The market will establish the rates charged 
and, by the nature of competition, they will fall in 
line with the rates paid. Thank you.

QUO W. ‘f^HU
Anchorage, Alaska 99503

cc: Don Clocksin
Max Gruenberg 
Fritz Pettyjohn 
Randy Phillips
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A p r i l  3 ,  1 9 8 5

Repres entative Mik e M i l l e r
Chairman, J u d i ciary Committe e 'Af*
House of Representative s 
Pouch V
Juneau, A l aska 99811 

Re: HB-217

Dear Repre sentative Miller:

I u nder stand that the above referenced bill, which 
deals w i t h  the m o d i f i c a t i o n  of Alaska's usury law, 
is currently b efore your committee. T h e  current law 
places restrictions on the rate of interest that can 
legally be charged b y  our State's financial institutions, 
w h i c h  makes the present law somewhat unique. I'm not 
aware of any other laws that restrict the price a 
business might charge for its products.

The trend in recent years has b e e n  towards de -regulation 
of nearly all industries. Recent de-regulation in the 
transp ortation industry is a good example. I am a firm 
advocate of the free market sy stem that lets supply and 
demand e stablish prices. I w o u l d  urge you and y our 
committee to approve HB-217, which w o u l d  allow the 
financial community the same freedom to set price as 
is now enjoyed by the rest of the business community.

Thank y o u  for y o u r  support.

.Sincerely,

Brent Ulmer
3640 M a r y  Ann Ct.
Anchorage, A l a s k a  99502

CC:
R e p r e s e n a t i v e s :
Don Clocksin 
J i m  Duncan
M a x  F. Gruenberg, Jr. 
Fritz Pettyjohn 
Randy Phillips 
John L. Sund 
Robin L. T aylor



A p r i l  3 ,  1 9 8 5

R e p r e s e n t a t i v e  A l y c e  A. Hanley 
Pouch V
Juneau, A l a s k a  99811 

Dear R e p r e s e n t a t i v e  Hanley:

It w a s  a p l e a s u r e  to m e e t  you d u ring my r ecent v i s i t  to 
Juneau.

I am w r i t i n g  to you to r e q u e s t  your support of HB 217. 
B a nki ng is a b u s i n e s s  like any other. The p r o d u c t  is 
money. L i m i t i n g  the p r i c e  at w h i c h  ban ks can sell 
their p r o d u c t  could create an u n p r o f i t a b l e  b a n k i n g  
environment. As in any business, the m a r k e t  place 
should e s t a b l i s h  the selling price, in this instance 
the i n t er est rates.

I strongly e n c o u r a g e  p a s s a g e  of this bill and a p p r e c i a t e  
your support. T h a n k  you.

Sinr ’

Kate M ills
3400 W. 86th #21
Anchorage, A l a s k a  99502

^c: R e p r e s e n t a t i v e  M. Mike M ill er ^
R e p r e s e n t a t i v e  M a r c o  P i g n a l b e r i  
R e p r e s e n t a t i v e  Randy Phillips 
R e p r e s e n t a t i v e  Drue Pearce



A p r i l  3 ,  1 9 8 5

Representative M. Mike Miller 
Pouch V
Juneau, Alaska 99811 

Dear Representative Miller*,

I am writing to express my support of HB 217, an act 
relating to interest rates.

Now that the banking  industry has some experience 
regarding the effects of deregulati on on cost of funds, 
we have seen how the economic law cf supply and demand 
keeps rates at a reasonable, c ompetitive level. The 
consumer is becoming smarter and is shopping for the 
best rate for his money.

If the banking industry is not given the o p portuni ty to 
respond to market needs re garding interest rates on 
loans, the consumer will be forced to seek other 
m a r k e t s .

Please work to encourage passage of HB 217.

Sincerely,

4860 Mills Drive 
Anchorage, AK 99508

cc: Representative John L. Sund
Representative Randy Phillips 
Representative Fritz Pettyjohn 
Representative Don Clocksin 
Representative Robin L. Taylor 
Representative Max F. Gruenberg, Jr. 
Senator Arliss Sturgulewski
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A p r i l  2, 1985

R e p r e s e n t a t i v e  M. M i k e  M i l l e r  
C h a i r m a n ,  J u d i c i a r y  C o m m i t t e e  
P o u c h  V
June a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  M i l ler:

I h a d  the o p p o r t u n i t y  to l i s t e n  to D i c k  H a l l ' s  
p r e s e n t a t i o n  on H B  217 to a g r o u p  in A n c h o r a g e .

F r a n k l y ,  I can see no  r e a s o n  w h y  the l e g i s l a t u r e  
is t a k i n g  the p o s i t i o n  of l i m i t i n g  the s e l l i n g  
p r i c e  o f  a p r o d u c t .

I s u p p o r t  the p a s s a g e  o f  HB-217.

V e r y  t r u l y  yours,

L i n d a  H e h n l i n  
S R  3 B o x  5193 
C h u g i a k ,  A l a s k a  9 9 5 6 7
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Ap r i l  2, 1985

Mr. M. M i k e  M i l l e r

Chairman, H o u s e  J u d i c i a r y  Com m i t t ee

P ouch '/

Juneau, Ak. 99811 

Re: HB  217

Dea r  Mr. M i l l e r

I supp o rt  and e n c o u r a ge  p a s s a g e  of HB 217. The rates of interest 

pai d by b anks on d e p o s i t s  and the rates charged on loans w e r e  b o t h  

p r e v i o u s l y  r e g ulated b y  legislation, federal d e r e g u l a t i o n  has 

removed c e i lings from interest rates to the b e n e f i t  of the 

c o n s u m e r  by a l l o w i n g  b a n k s  to nay h i g h e r  rates of interest on 

s m a l l e r  deposits. I feel that the same d e r e g u l a t i o n  should be 

allo w e d  to b a n k s  on loan rates.

Th e  banks' w o r k i n g  ca p i t a l  comes from the d i f f e r e n c e  b e t w e e n  their 

cost of funds (interest on d e n os i t s )  and their income (loan interest 

rates). A r e a s o n a b l e spread • ust be m a in t a i n e d  b e t w e e n  the two to 

a l l o w  banks the income nee d e d  to co n t i n u e  operation. W i t h o u t  the 

p a s s a g e  of this bill, m a x i m u m  a l l o w a b l e  r ates w o u l d  be too low.

This could result in seve ra l  p o s s i b l e  p r o b l e m s  for the consumer:

1. Banks w o u l d  need to tighten credit s t a n d a r d s  to a void losses 

or d i s c o n t i n u e  loans to c o n s u m e r s b e c a u s e  they are not 

profitable. Con s u m e r s w o u l d  be forced to o t h er  m a r k e t s  that 

a l r e a d y  charge a h i g h e r  rate,

2. Credit card f a c i l i t i e s _ould b e  m o v e d  out of state w h e r e  

m o r e  c o m p e t i t i v e  r ates are allowed. This  w o u l d  r e su l t  in 

loss of jobs to Alaskan

I feel that w e  slv 1 uw the free m a r k e t  s y s t e m  to w o r k  in 

the b a n k i n g  ind w e l l  as o t h e r  industries. L o a n  rates

w o u l d  not ne( ■ .airily rise to the n e w  limits. Banks m u s t  be 

c o m p e t i t i v e  or lose customers. I b e l i e v e  that the c on s u m e r  

will shoo for the bes t  loan rates just as h e  doe s for the bes t  

i n t e re s t  rates.

K a t h y  Swagman

503 Targh-iS Lo

Eagle River , Ak. 99577

cc: R a n d y  P hi l l i p s

Eagle River



Mr Mi k e  M i l l e r  
Pouch
Juneau,  A l a s k a  99811

Dear Mr M i l l e r ;

I s u p p o r t  HB 217.  F i n a n c i a l  i n s t i t u t i o n s  s h o u l d  be a l l o w e d  t o  set  
l e n d i n g  r a t e s  whi ch are c o m p e t e t i v e  w i t h i n  the ma r k e t  a r e a .  I f  t h i s  
b i l l  i s  d e f e a t e d ,  many f i n a n c i a l  i n s t i t u t i o n s  w i t h i n  the s t a t e  w i l l  
c l o s e  t h e i r  d o o r s  in f a v o r  o f  more f a v o r a b l e  s t a t e s .  I have 
p e r s o n a l l y  worked f o r  a bank who moved t h e i r  c r e d i t  c a r d  d e p a r t me n t  to 
Y a n k t o n ,  So.  D a k o t a .  T h i s  r e s u l t e d  in a l o s s  o f  o v e r  60 j o b s  and much 
r ev enue f o r  ttv- s t a t e .

The government  s h o u l d  no l o n g e r  r e g u l a t e  the b a n k i n g  i n d u s t r y .  
C o m p e t i t i o n  and the consumer w i l l  s e t  the r a t e s .

Thank you f o r  your  c o n s i d e r a t i o n ,

S i n c e r e l y

Johna T u r c i c

CC: John L.  Sund
Max F.  Gr uenbur g Sr .  
Robin L.  T a y l o r  
Don C l o c k s  in 
F r i t z  P e t t y j o h n  
A l y c e  A.  H a n l e y

A d d r e s s :

1 3 0  M e d o w  C r e e k

E a g l e  R i v e r ,  A l a s k a  9 9 5 7 "



K a t h l e e n  K n o w l e s  S c o t t  
P.O. B o x  4 - 2 1 1  
A n c h o r a g e ,  A l a s k a  9 9 5 0 2

A p r i l  2, 1985

T h e  H o n o r a b l e  M i k e  M. M i l l e r  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  (MS 3100)
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  M i l l e r :

I w o u l d  li k e  t o  e x p r e s s  m y  o p i n i o n  r e g a r d i n g  H B  2.17 w h i c h  
is b e f o r e  t h e  J u d i c i a r y  C o m m i t t e e .

I k n o w  t h a t  t h i s  is n o t  a p o p u l a r  b i l l  to v o t e  for, h o w e v e r ,  
I th i n k ,  as l e g i s l a t o r s ,  y o u  m u s t  do w h a t  is b e s t  for  
e v e r y o n e .  If y o u  r e s t r i c t  t h e  i n t e r e s t  r a t e  y o u  w i l l  
r e s t r i c t  the s u p p l y  o f  m o n e y .  T h e  m a r k e t p l a c e  s h o u l d  b e  
e s t a b l i s h i n g  t h e  rate.

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  this m a t t e r .

V e r y  t r u l y  yours,

K a t h l e e n  K n o w l e s  S c o t t



1513 C r e s c e n t  A v e n u e  
A n c h o r a g e ,  A l a s k a  9 9 508

A p r i l  2, 1985

R e p r e s e n t a t i v e  M. M i k e  M i l l e r  
C h a i r m a n ,  J u d i c i a r y  C o m m i t t e e  
P o u c h  V
Juneau, A l a s k a  99811 

Re: H B - 2 1 7

D e a r  R e p r e s e n t a t i v e  M i l l e r :

I a m  a 58 y e a r  r e s i d e n t  of the S t a t e  of A l a s k a  h a v i n g  
b e e n  b o r n  and r a i s e d  in A n c h o r a g e .

I urge p a s s a g e  o f  H B - 2 1 7  so t h a t  w e  may ha v e  a safe, 
s o u n d  a n d  v i a b l e  f i n a n c i a l  c o m m u n i t y .  A n d  a l s o  have 
r e a s o n a b l e  e q u a l i t y  betv/een the v a r i o u s  f i n a n c i a l  
i n s t i t u t i o n s  d o i n g  b u s i n e s s  in A l a ska. By k e e p i n g  
the i n t e r e s t  rate u n r e a s o n a b l y  low on c r e d i t  cards 
it f o r e c l o s e s  the o p p o r t u n i t y  for m a r i g i n a l  c r e d i t  
r i s k s  to r e c e i v e  c r e d i t  c a r d s  i s s u e d  by  A l a s k a n  banks.
T h e r e  are o t h e r  f i n a n c i a l  i n s t i t u t i o n s  h e a d q u a r t e r e d  
o u t s i d e  of A l a s k a  t h a t  o f f e r  c r e d i t  at a rate t h a t  is 
e i t h e r  h i g h e r  or  e q u a l  to the ra t e  p r o p o s e d  in this bill.
The e f f e c t  of u n r e a l i s t i c a l l y  low c r e d i t  c a r d  i n t e r e s t  
r a t e s  is to f o rce t h e s e  m a r g i n a l  c r e d i t  r isks to 
f i n a n c i a l  i n s t i t u t i o n s  d o i n g  b u s i n e s s  o u t s i d e  the 
s t a t e  of A l a s k a ,  t h e r e f o r e ,  r e d u c i n g  the n u m b e r  o f 
jobs in A l a s k a n  banks' c r e d i t  c a r d  d e p a r t m e n t s .

It is also u n f a i r  to a l l o w  d i f f e r e n t  types of f i n a n c i a l  
i n s t i t u t i o n s  to c h a r g e  d i f f e r e n t  r a tes of i n t e r e s t  on 
s i m i l a r  loans. C r e d i t  U n i o n s  and b a n k s  d o i n g  b u s i n e s s  
o u t s i d e  o f  the S t a t e  o f  A l a s k a ,  as w e l l  as s m a l l  loan 
c o m p a n i e s  in A l a s k a ,  can c h a r g e  h i g h e r  rates of i n t e r e s t  
than a c o m m e r c i a l  bank. U n d e ^  the " Most F a v o r e d  L e n d e r "  
doctr i n e ,  n a t i o n a l  b a n k s  are p e r m i t t e d  to c h a r g e  the 
same rate on a loan as any o t h e r  l e n d e r  in the state.
S o m e  n tional b a n k s  c u r r e n t l y  o p e r a t e  u n d e r  this d o c t r i n e .
It has n o t  b e e n  c l e a r l y  e s t a b l i s h e d  t h a t  a s t a t e  b a n k  can 
o p e r a t e  u n d e r  the " M o s t  F a v o r e d  L e n d e r "  doctr i n e .  As 
the s i t u a t i o n  n o w  e x i s t s  n a t i o n a l  b a n k s  can c h a r g e  a 
h i g h e r  ra t e  o f  i n t e r e s t  than s t a t e  banks. H B - 2 1 7  w o u l d  
c o r r e c t  this inequity.

T h e r e  has .ten some q u e s t i o n  r a i s e d  by c e r t a i n  c o n s u m e r  
g r o u p s  t h a t  to l i f t  the i n t e r e s t  ra t e  on s m a l l  loans 
w o u l d  cause f i n a n c i a l  i n s t i t u t i o n s  to c h a r g e  the m a x i m u m  
rate p e r m i s s a b l e .  Th i s  is n o t  true b e c a u s e  n a t i o n a l  b a n k s  
n o w  o p e r a t i n g  u n d e r  the " M ost F a v o r e d  L e n d e r "  d o c t r i n e  h a v e  
b e e n  able to c h a r g e  m u c h  h i g h e r  r a t e s  than t h e y  are 
c u r r e n t l y  c h a r g i n g .  C o m p e t i t i o n  w i l l  p r e v e n t  f i n a n c i a l  
i n s t i t u t i o n s  f r o m  c h a r g i n g  u n r e a s o n a b l y  h i g h  rates.



R e p r e s e n t a t i v e  M. M i k e  M i l l e r  
P a g e  2
A p r i l  2, 1985

G o v e r n m e n t  r e g u l a t o r y  a g e n c i e s  h a v e  s t o p p e d  r e g u l a t i n g  
i n t e r e s t  p a i d  to d e p o s i t o r s  and this a l l o w s  c o m p e t i t i o n  
to s e t  t h a t  rate. On the o t h e r  si d e  o f  the e q u a t i o n  
t h e r e  is no l o g i c a l  r e a s o n  to h a v e  l e g i s l a t i o n  th a t  
c o n t r o l s  the i n t e r e s t  r a t e  th a t  a b o r r o w e r  pays.
A r t i f i c a l l y  l o w  i n t e r e s t  r a t e s  on loans d e p r i v e s  
m a r g i n a l  c r e d i t  r i s k s  f r o m  r e c e i v i n g  loans f r o m  A l a s k a n  
f i n a n c i a l  i n s t i t u t i o n s .

P l e o s e  s h a r e  my c o m m e n t s  w i t h  o t h e r  m e m b e r s  of y o u r  c o m m i t t e e .  

V e r y  t ruly yours,

CC:
R e p r e s e n t a t i v e s :
Don C l o c k s i n  
J i m  D u n c a n
M a x  F. G r u e n b e r g ,  Jr. 
F r i t z  P e t t y j o h n  
R a n d y  P h i l l i p s  
J o h n  L. S u n d  
R o b i n  L. T a y l o r



TO REP. IIaH. M ILLER  AND DUNCAN

FROM ANDY ANDERSON 
BOX 1347 
JUNEAU 99802
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R i n g s t a d  and B o u c h e r

B Y  T H E  H O U S E  S P E C I A L
1 IN T H E  H O U S E  C O M M I T T E E  ON  S T A T E  L O A N S

2 CS F O R  H O U S E  B I L L  NO. 2 17 (Loans)

3 IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A B I L L

6 F o r  an  A ct en t i t l e d '  "An Act r e l a t i n g  to i n t e r e s t  rates; and p r o v i d i n g  for

7 an e f f e c t i v e  d a t e . "

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

9 * S e c t i o n  1. A S  0 6 . 2 0 . 3 2 0 ( a )  is a m e n d e d  to read:

10 (a) A  l i c e n s e e  or  l e n d e r  who, in the m a k i n g  or c o l l e c t i o n  of a

11 l o a n  co n t r a c t ,  does any act that [WHICH] v i o l a t e s  AS  0 6 . 2 0 . 2 3 0

12 0 6 . 2 0 . 2 6 0  oY  0 6 . 2 0 . 2 8 0  - 0 6 . 2 0 . 3 1 0  s h a l l  at the o p t i o n  of the commis-

13 s i o n e r  r e i m b u r s e  the p o r t i o n  of t he i n t e r e s t  and c h a r g e s  in e x c e s s  of

14 that p r o v i d e d  in those sections, or, in the c ase of r e p e a t e d  viola-

15 tions of t h ose s e c t i o n s  by  the l i c ensee, the c o m m i s s i o n e r  may, u p o n  a

16 h e a r i n g ,  r e q u i r e  the l i c e n s e e  to a d j u s t  the l o a n  c o n t r a c t  i n t e r e s t  or

17 o t h e r  c h a r g e s  d o w n  to 10.5 p e r c e n t  a y e a r  [THE C O N T R A C T  I N T E R E S T

18 L I M I T A T I O N  S P E C I F I E D  IN AS 4 5 . 4 5 . 0 1 0 ( a ) ] .

19 *  Sec. 2. AS  0 6 . 4 0 . 1 6 0 ( a )  is a m e n d e d  to read:

20 (a) A l e n d e r  who, i n  the M a k i n g  of a n y  c o n t r a c t ,  l o a -  o r  p r e m i u m

21 f i n a n c e  a g r e e m e n t  or the c o l l e c t i o n  of i n t e r e s t  or c h a rges, d o e s  any

22 act that [WHICH] v i o l a t e s  AS  0 6 . 4 0 . 0 1 0 ,  0 6 . 4 0 . 0 2 0 ,  0 6 . 4 0 . 0 9 0 ,  or

23 0 6 . 4 0 . 1 1 0  - 0 6 . 4 0 . 1 3 0  s h all at the o p t i o n  of the c o m m i s s i o n e r  reim-

24 b u r s e  that p o r t i o n  of the i n t e r e s t  a nd c h a r g e s  in  e x c e s s  of that

25 p r o v i d e d  in t h ose s e c t i o n s ,  or, in the case of r e p e a t e d  v i o l a t i o n s  of

26 t h o s e  s e c t i o n s  by the 1ender, the l e n d e r  s h all a d j u s t  the contract,

27 loan, or p r e m i u m  f i n a n c e  a g r e e m e n t  i n t e r e s t  a nd o t h e r  c h a r g e s  d o w n  to

28 10.5 p e r c e n t  a y e a r  [THF C O N T R A C T  I N T E R E S T  L I M I T A T I O N  S P E C I F I E D  IN

29 A S  4 5 . 4 5 . 0 1 0 ( a ) ] .
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1 Sec. 3. AS 06 .45 .060(5 ) (A) ( v i ) is a m e n d e d  to read:

(vi) the rate of i n t e r e s t  m a y  not e x c e e d  [THE

G R E A T E R  OF] 15 p e r c e n t  a y e a r  [OR T H E  R A T E  S P E C I F I E D  BY  

AS  4 5 . 4 5 . 3 1 0 ( b ) ] ;

Sec. 4. AS  4 5 . 1 0 . 1 2 0 ( c )  is r e p e a l e d  a nd r e e n a c t e d  to read:

(c) A  s e l l e r  or  h o l d e r  of a r e t a i l  c h a r g e  a g r e e m e n t ,  r e v o l v i n g

c h a r g e  a g r e e m e n t  or  o t h e r  r e t a i l  c h a r g e  a g r e e m e n t  m a y  c h a rge, r e c e i v e  

and c o llect a s e r v i c e  c h a r g e  at a r a t e  of 1.5 p e r c e n t  a m o n t h  c o m p u t e d  

on  the o u t s t a n d i n g  b a l a n c e  from m o n t h  to m o n t h .  If the sex'vice c h arge 

so c o m p u t e d  is less t h a n  $1  for any mont h ,  t h e n  the s e r v i c e  c h a r g e  is 

$1. T h e  s e r v i c e  c h a r g e  m a y  be c o m p u t e d  on a s c h e d u l e  of f i x e d  a m o u n t s  

if as so c o m p u t e d  it is a p p l i e d  to all a m o u n t s  of o u t s t a n d i n g  b a l a n c e s  

equal to the f i x e d  a m o u n t  m i n u s  a d i f f e r e n t i a l  of not m o r e  t h a n  $5 

p r o v i d e d  that it is a l s o  a p p l i e d  to all a m o u n t s  of o u t s t a n d i n g  b a l­

ances e q ual to the f i xed a m o u n t  p l u s  at least the s a m e  d i f f e r e n t i a l .

Sec. 5. AS  4 5 . 4 5 . 0 1 0 ( b )  is r e p e a l e d  an d  r e e n a c t e d  to read:

(b) P a r t i e s  to a c o n t r a c t  or  l o a n  c o m m i t m e n t  m a y  c h a r g e  by

/ "\ i
e x p r e s s  a g r e e m e n t  a rate of i n t e r e s t  that doe s  not exceedjfc4/percent a 

year. A  c o n t r a c t  or loan c o m m i t m e n t  in w h i c h  the p r i n c i p a l  a m o u n t  

e x c e e d s  §25,000 is e x e m p t  fro m  the l i m i t a t i o n  of this s u b s e c t i o n ._

Sec. 6. AS 4 4 . 3 3 . 0 2 0 ( 1 1 )  is repealed.

Sec. 7. T h i s  Act t a kes effe c t  J u l y  1, 1985.
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