


Involuntary Unemployment Insurance
Fact Sheet

Involuntary unemployment insurance (IUl) 1is a coverage that
provides protection for the borrower against loss of employment
during the term of the loan due. Coverage arises 1if unemploy—
ment is due to lay-off, termination, lockout, labor dispute,
or strike. If the borrower becomes unemployed as a result of
one of the foregoing, IUl steps in to make payments on the
customer®s loan. It offers protection similiar to credit
disability insurance. Coverage 1is not provided for voluntary
unemployment, retirement, accident or sickness, discharge for
misconduct and some other exclusions.

IUI reduces the risk to both the lender and the borrower.
It reduces the risk to the lender of credit losses where the
customer 1is unemployed involuntarily. It also permits the
customer to continue making his or her loan payments while
involuntarily unemployed, keeping the customer out of default
and with credit intact. IUI is an additional protection for
the customer as well as the lender.

Most policies contain eligibility requirements such as

1) the borrower must be employed by salary or wages for at
least 30 hours per week,

2) the borrower cannot be self employed or

3) the borrower must have been employed for 12 consecutive
months prior to the effective date of the coverage.

Many policies also contain a schedule of benefits which provide
a maximum number of monthly benefits ranging from four on a 12
month loan to twelve on a 60 month loan.

IUl is usually limited to loans which have an equal monthly
payment of $500 or less. In these instances, there is no limit
to the loan term. Other IUl loans, with equal monthly payments
of $750 or less, have terms of sixty (60) months or less.

IUI is a coverage which cannot be required of any borrower;
it is strictly an optional insurance coverage, but one for
which there 1is a growing demand. Five vears ago IUl was
virtually an unknown product 1in the consumer finance industry,
but today Norwast Financial hc.s the program available 1in
twenty-one states. Many Western states, including California,
Colorado, Ildaho, Nevada, New Mexico, Oregon, Utah and
HisS"iayLon, already permit companies to offar I1Ul to th.-jr
customers.



Premiums for IUl, based on rates used in other states where
the program 1is available, are about 3.5% of the coverage
amount. The following examples demonstrate typical situations
and charges:

* Jack Green has been a full-time laoorer for an Alaskan
pipeline company for three years. Last year, he took out a
$2,500 loan from his local finance company. The loan term 1is
for 24 months with monthly payments of $124.81. Since Mr.
Green®s employmei.* situation is somewhat tenuous, he also
purchased IUlI. His total premium is 3.5% x $2,500 or $87.50.
Mr. Green recently became involuntarily unemployed due to a
labor dispute and IUl coverage stepped in to make his loan
payments.

* A "ocal fish processing company 1in Anchorage employs Mary
Harrison. She has worked 30-35 hours per week there for over a
year. Mary has a $1,500 loan with ABC Finance Co. of

Anchorage. The term of the loan is 24 months with a monthly
premium of $74.16. Due to the seasonal nature of the fisheries
business, she also purchased I1Ul on her loan as a precaution.
Ms. Harrison®"s total 11Ul payment equals 3.5% x $1,500, or
$52.50. When the company laid off some of its employees, Mary
was one of them. She would not have been able to continue her
loan payments had it not been for the IUl coverage.
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(9> may convert from a mutual bank to a capital stock bank under a
plan approved by the department. (§ 15a ch 132 SLA 1960; um § 3 ch
47 SLA 1930)

~ Sec. 06.15.360. Additional powers. The enumeration of powers
in AS 06.15.350 does not exclude other powers appropnite for the
achievement of *he objects and Purposes ofa mutual bank under this
chapter. With the approval of the department, a mutual bank may
P_rowde for the exercise of other 80wers in its hvlaws, rules or regula-
lons. (8 15 b ch 132 SLA 1960)

Article 5. General Provisions.

Section
370. Definitions
380. Short litle

Sec. 06.15.370. Definitions. In this chapter

(1) "conventional loan” means a loan secured by a first mortgage on
unencumbered real proBerty or leasehold estate other than a loan
guaranteed or insured by & federal agency;

(2) "department” means the Department of Commerce and Eco-
nomic Development; e e .

(3& “financial institution” means a thrift institution, a commercial
bank, a trust company, or an insurance company;
th(4) ‘r']muttual bank" means a mutual savings bank chartered under

IS chapter;, :

(5 "thrift institution” means a cooperative bank, a homestead asso-
ciation, a mutual savings and loan association, or a mutual bank. (§ 3
ch 132 SLA 1960; am§ 22 ch 218 SLA 1976)

Revisor's notes. — Reorganized in
1988 to alphabetize the defined terms.

Sec. 06.15.380. Short title. This chaE'tAer may be cited as the Mu-
tual Savings Bank Act. (8 1 ch 132 SLA 1960)

Chapter 20. Alaska Small Loans Act.

Section Section

10. License required 100. New bond

20. Application for license 110. Grounds for revocation of license

30. Fees and charges 120. Revocation or suspension where li-

40. Liquid assets required censee has branches

50. Bond 130. Surrender

60. Issuance of license 140. Effect of revocation

70. Form, posting, and transfer of li-  150. Status of ‘ >Vnse; rein°tatement
cense 160. Inspection and examination of li-

80. Additional bond censees

90. Places of business 170. Annual examination

72



806.20.010 Banks and Financial Ihstitutions 806.20.020
Section Section
180. Books and records of licensees 280. Maximum charge by licensee
190. Annual reports of licensees 285. Open-end loans
200, Advertising of misleading s*ate-  287. Credit insurance on open-end loans
ments prohibited 290. Purchase of wages for $25,000 or less
210. Use of premises restricted 300. Maximum charges by nonlicensee on
220. Transactions limited to licensed loans
premises ) 310. Effect of illegul interest rate
200. Maximum interest permitted 320. Civil nnd criminal penalties
2-10. Loans for purpose of obtaining  330. Exemptions
higher interest , 310, Regulations, findings, and orders;
250. Computation and payment of inter- service of notice
est . 350. Amendment or repeal of chapter
2G0. Charges prohioited 900. Definitions

270. Requirements for making and pay- g

. Short title
ment of loans

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 $25,000 or less and charge,
contract for, or receive on the loan a (ireater rate of interest, discount,
or consideration than the lender would be permitted by law to charge
if the person were not a licensee under this chapter, except as autho-
rized by this chapter and without first obtaining a license from the
degartment. §§ 2.¢h 73 SLA 1955; am § 5ch 94 SLA 1969; am § 23 ch
218 SLA 1976; am § 1 ch 71 SLA 1978, am § 1 ch 63 SLA 1980)

Cross references. — For the legal rate
of interest in Alaska, see AS 45.45.010.

Opinions ofattorney general. — This
chapter licenses only persons engaging in
"the business nf making loans of money,
credit, goods, or things in action in the
amount or of the value of SI1,000 (now
$25,000) or less . . ." and who wish to
charge a greater rate of interest than that
otherwise provided by law. 1963 Op. Atty.
Gen. No. 16.

Those required to be licensees under

this chapter are "lenders of money." 1963
Op. Atty. Gen. No. 16.

Collateral references. — 54 Am. Jur
2d, Moneylenders and Pawnbrokers,
88 8-12, 17.

9 C.J.S. Banks and Banking § 1045.

Statutes regulating business of making
small loans. 69 ALR 581; 125 ALR 743;
149 ALR 1428.

Discrimination in taxation of business
of small loans. 93 ALR 209.

Statutory limit on period ofsmall loans.
58 ALR2d 1263.

Sec. 06.20.020. Application for license. Application for a license
shall be in writing under oath, and in the form prescribed by the
department, and must contain the name and the residence and busi-
ness address of the applicant, the district and municipality with street
and number, if any, where the business is to be conducted and other
information as the d_eP_artment may require. If the applicant is a co-
partnership or association, the application must contain the residence
and business address of each member; ifthe applicant is a corporation,
the application must contain the residence and business address of
each officer and director. (8 3 ch 73 SLA 1955)
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Sec. 00.20.000, Fees and charges, (ai Investigation expenses in-
curred by the deParllnent_ln processm?_ an application for licensure
shall he charged to and paid by the applicant under AS 00,01.010. At
the time of submitting the application to the commissioner, the aﬁpll-
cant shall pay to the department $100 in partial payment of those
investigation ‘expenses incurred by the department. If the investiga-
tion expenses incurred by the department do not exceed $400, the
remainder shall be promiptly refunded to the a Pllca_nt. _
_th) An apf)_llcant shall pay to the department at the time of subrr it-
tln%_ un application a sum, “in addition to that specified in fa) of this
section, of $200 as an annual license fee for a period t_erm_mat_ln?_ on
the last day of the current calendar year. If the application is filed
after dune’30, the additional sum is $100. =~

() The license fee required by this section is in place of the
fee under AS 43.70 fAIaska Business License Act). (S 3 ch 73 SLA
1955; am § 44 ch 169 SLA 1978)

licvisor’s notvs. — The word "fev" was  section in 1988 to conform the InnRuaRu to
substituted for "tax levied” in tc) of this chanRes in AS 43.70 in 1978 and 1984.

. Sec. 06.20.040. Liquid assets required. An applicant shall prove,

in form satisfactory to the department, that the applicant has avail-

able for the operation of the business at the location specified in the

%pgllcatlon, “L%“d assets ofat least $20,000. (§ 3 ch 73 SLA 1955; am
ch 71 SLA 1978)

Sec. 06.20.050. Bond. The applicant shall file with the application
a bond to be approved by the degartmen_t in which the applicant shall
be the obligor, in the sum of $5,000 with one or more sureties. The
bond shall be for the use of the state and any person who may have a
cause of action against the obligor under this chapter. The bond must
state that the obligor will faithfully conform to and abide by the provi-
sions of this chapter and of all regulations lawfully adopted 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 thé person from the a%gll-
cant under this chapter. % 4.¢h 73 SLA 1955; am S 3¢ch 71 SLA 1978)

Sec. 06.20.060. Issuance of license. Upon the filing of the appli-
cation, the payment of the fees and the approval of the bond, the
department shall issue a license to the applicant if it finds upon inves-
tigation that (1) the financial responsibility, experience, character,
and general fitness of the applicant and of its members if the applicant
IS a copartnership or association, and of its officers and directors if the
applicant is a corporation, are such as to command the confidence of
the community and to warrant belief that the business will be oper-
ated honestly, fairly, and efficiently within the purposes of this chap-
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ter. and (2)_a||owing the applicant to engage in business will Rromot_e
the convenience and advantage of the community in which the busi-
ness is to be conducted, and ﬁ) the applicant has available for the
operation of the business at the specific location liquid assets of at
|least $20,000. The foreg[olng facts are conditions precedent to the issu-
ance of a license under this chapter. The license permits the applicant
to make loans in accordance with this chapter at the location specified
in the application. The license remains in full force and effect until it
is surrendered by the licensee or revoked or suspended. If the depart-
ment denies the apPhcatlon, it shall notify the applicant of the denial,
bill the applicant for any outstanding expenses incurred by the de-
partment during the mvestlgatlon and return the bond if those ex-
penses have been paid. The department shall aF_prove or deny every
ap_?llcatlon for license within 60 days from the filing of the application
with the fees and the approved bond. If the application is denied, the
department shall, within 20 days thereafter, serve upon the a?_pllgant
a copy of the writen decision and findings. The decision and findings
may ‘be reviewed in the manner provided in AS 44.62.560 and
44.62.570 (Administrative Procedure Actg. § 5 ch 73 SLA 1955; am
§ 4 ch 71 SLA 1978; am § 45 ch 169 1978)

Sec. 06.20.070. Form, posting, and transfer of license. The Ii-
cense must state the address at which the business is to be conducted
and the full name of the licensee. If the licensee is a copartnership or
association, the license must state the names of its members, and if a
corporation, the date and place of its incorporation, The license shall
be conspicuously posted in the place of business of the licensee. The
license s not transferable or assignable. (§ 6 ch 73 SLA 1955)

~Sec. 06.20.080. Additional bond. If at any time the department
finds that the bond is unsatisfactory for any redson, it may require the
licensee to file, within 10 days after the receipt of a wriften demand
therefor, an additional hond complying with the provisions of AS
06.20.050. (§ 7 ch 73 SLA 1955)

Sec. 06.20.090. Places of business, (a) A licensee may maintain
only one place of business under the license. The depariment ma
Issue more than one license to the same licensee upon compliance wit
Ehe provisions of this chapter governing the original issuance of a
cense.

ib) If a licensee changes the place of business io another location
within the same municipality, the licensee shail ?lve written notice to
the department in advance. 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 iicense Nt the new
location. A 1icense. may not change the place of hiisinesn to a ioc; ".ion
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outside the municipality in which the licensee is authorized to do
business. (8 8 ch 73 SLA 1955; am 85 ch 71 SLA 1978)

Sec. 03.20.109. New bond. On or before December 20 of each year,
each licensee shall file a new bond that complies with AS 06.20.050.
(8 9 ch 73 SLA 1955; am 8 46 ch 169 SLA 1978)

Sec. 06.20.110. Grounds for revocation of license. The depart-
ment shall, under the Administrative Procedure Act (AS 44.62), re-
voke any ficense issued under this chapter if it finds that _

(1) the licensee has failed to pay the annual license fee or to main-
tain'the required bond in effect or has failed to comply .vith any lawful
demand, rulln%% or requirement of the department 'made under and
within the authority of this chapter; _
~(2) the licensee has violated a provision of this chapter or a re?ula-
tion'lawfully adopted by the department under and within the author-
ity of this Chapter; or” o _ _

(3) any fact or condition exists that, if it had existed at the time of
the original application for the license, clearly would have constituted
ground for denial of the issuance ofthe license. (§ 10 ch 73 SLA 1955)

Opinions of attorney general. — The small loan license, regardless of whether
act of charging an interest rate in excess the loan is consummated or administered
ofthat prescribed in AS 45.45.080(b) on a in the same place of business. 1963 Op.
loan in excess of SI1,000 (now $25.000) is Atty. Gen. No. 16.
grounds for revocation of the lender's

Sec. 05.20.120. Revocation or suspension where licensee has
branches. Where a licensee holds more than one license, the depart-
ment may revoke or suspend any license for which grounds for the
action exist. (8 10 ch 73 SLA 1955)

Sec. 06.20.130. Surrender. A licensee may surrender a license by
delivering written notice of the surrender fo the department. The
surrender does not affect the licensee’s civil or criminal liability for
acts committed before the surrender. (§ 10 ch 73 SLA 1955)

Sec. 06.20.140. Effect of revocation. A revocation, suspension or
surrender of a license does not impair or affect the legally enforceable
obligation of any Rre-exmtmg contract between the Ticensee and any
borrower. (8 10"ch 73 SLA 1955)

Sec. 06.20.150. Status of license; reinstatement. Every license
remains in force and eifect until it is surrendered, revoked, or sus-
pended as provided in this chapter. The department may reinstate,
suspend licenses, or issue new licenses to a licensee whose license has
beer, revoked if no fact or condition exists that clearly would have
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constituted ground for denial of the issuunce of the license by the
department. (§ 10 ch 73 SLA 1955)

Sec. 06.20.160. Inspection and examination of licensees, For
the purpose of discovering violations of this ch%}oter or securing infor-
mation regmred by it under this chapter, the department or its duly
designated represéntative may investigate at any time the loans and
business and examine the hooks, accounts, records, and files used in
the business, of every licensee and of every person enga?mg in the
business described in"AS 06.20.010, whether the person acts or claims
to act as |grmupal or agent, or under or without the authority of this
chapter. For that purpose the department and its duly deSignated
representative have free access to the office and place” of business,
books, accounts, papers, records, files, safes, and vaults of all such
persons. The department and all persons duly desu};nated by it may
require the attendance and examination under oath of all gersons
%vfg\seltgessésmony it may require relative to the business. (§ 11(b) ch 73

Sec. 06.20.170. Annual examination. The department shall ex-
amine the affairs, business, office, and records of each licensee at least
once each year. Examination fees are to be charged to and paid by the
licensee in accordance with AS 06.01.010, The department may main-
tain an action for the recovery of the costs in any court of competent
jurisdiction, with recourse to"the bonds referred to in AS 06.20.050
and 06.20.080. (§ 11(c) ch 73 SLA 1955; am § 47 ch 169 SLA 1978)

Sec. 06.20.180. Books and records of licensees. Each licensee
shall keeﬁ and use in the licensed business those books, accounts, and
records that will enable the. deRartment to determine whether the
licensee is compl¥]|ng with this chapter ana with the regulations law-
fully adopted by the department under this chapter. The licensee shall
preserve the books, accounts, and records, including cards used in the
card system, if any, for two years after making the final entry on any
recorded loan. (812 ch 73"SLA 1955)

Sec. 06.20.190. Annual reports of licensees. Each licensee shall,
on or before March 15 of each year, file a report with the department
containing information as the department may reasonably require
concerning the business and operations during the preceding calendar

ear ofeach licensed place of business conducted by the licensee inside
he state. The report shall be made under oath and shall lie in the
form prescribed by the defzartment, and shall be kept available as a
public record. (¥ 11(a), 12 ch 73 SLA 1955)
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~See. (1(5.20200. Advertising of misleading statements proliih-
itcd. (hi A ptiMii may mil advertuse, punt, display, pulilish, distnb-
nit. or broadcast or cause or permit 1o lie advertised. printed, dis-
plaved, puldislied, dislrilmled, or broadcast, in any manner any State-
ment or repiesenlalam wit'i repaid to the rales, terms, or conditions
lor Ilie lending of money, credit, poods, or (limps in action in the
ainoun! or of the value of$2,1,000 or less, which is Blse, misleading, or
deceptive, \Jlie deparltnent may order a licensee to desist from condluict
that "it finds to lie in violation of this section. _

dn The department may require rates of charge stated by a licensee
to lie stated fully and clearly in tin; manner considered necessary to
prevent mlsundorjsllmdlngb prospective borrowers. (¢ 10 ch 73 SLA
éll_)?;]a_lr;]ﬁSch lid SLA 1961); am it 6 ch 71 SLA 197H am & 2 ch 63

Sec. 06.20.210. Use of premises restricted. A licensee may not
conduct the business ot making_loans under this chapter within an
office, room, or place ofhusmess in which another business is solicited
or engaged in, or in association or conjunction therewith, except as
may De authorized in writing by the department upon its finding that
the character of the other business is such that the granting of author-
ity would not facilitate evasions of this chapter or the regulatlons
lawfully adopted under this chapter. @ 14 ch 73 SLA 1955)

Opinions of attorney general. — Nci-  place of business of the licensee without
ther the purchase of contracts nor the the express permission of the Department
making of loans in excess of SI,(101 (now of Commerce and Economic Development.
S25.000i may he carried on within the 1003 Op. Ally. Gen. No. 10

~Sec. 06.20.220. Transactions limited to licensed premises. A
licensee may not transact business or make any loan under this chap-
ter under any name or at an%/ place of business other than that named
in the licende. (8 15 ch 73 SLA 1955)

Sec. 05.20.230. Maximum interest permitted, (@) A licensee
mav 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, of the unpaid principal balance ofa
loan not in excess of S850; two percent a month on the unpaid princi-
pal baiance exceeding $850 but not exceeding $10,000; and at a rate
agreed by contract on the remainder of any unpaid principal balance
exceedln% $10,000 but- not exceeding S25.000. _ _

Ib) No wﬂhstanqu the provisions of (a) of this section, a licensee
wiio makes open-end loans under this chaggter may charge, contract
for. and receive interest at a rate not. exceeding three percent a month
on that pan. of the unpaid principal balance ot a loan not in excess of
$850: two percent a month on the unpaid principal balance exceeding
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$850 but not exceeding $10,000: and at a rate agreed by centred on
the remainder of anal unpaid principal balance exceeding $10,000 but
not exceeding $25,000. o
() _Interest on loans under *10 of Ibis section .shall be computed

accordlng to the actuarial method on the entire unpaid print,pal bal-
ance_us determined under AS 06.20.285§b). 8 16(al)) ch 71SLA 1955;
am § 5¢h 94 SLA 1969; am S 7¢h 71 SLA 1978. am S 2 ch 84 SLA
1979; am $8 ch 68 SLA 1980; am S5 I, 2 ch 99 SLA 19821

Sec. 06.20.240. Loans lor purpose of obtaining higher inter-
est. A licensee may not induce or permit a borrower to split up or
divide a loan. A licensee may not induce or permit a person, or a
hushand and wife jointly or severally, to become obligated, directly or
contingently or both, under more than one loan contract at the same
time, for the purpose or with the result ofobtamm%a higher rate of
interest than would otherwise be permitted by AS 06.20.280. (8§ 16(b)
ch 73 SLA 1955)

Sec. 06.20.250. Computation and payment of interest,
;a) Interest may not be paid, deducted, or received in advance. Except
or opcn-end loans made under AS 06.20.285, interest shall be com-
puted and paid only or, unpaid prmuPal balances and may not lie
compounded; 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 that have accrued within 60 days before the
making of the loan contract. The maximum interest permitted on
loans made under this chaf)ter shall be computed on the basis of the
number of days actually elapsed. For the purpjse of these computa-
tions a month is any period of 30 consecutive days.

(b) A licensee may compute interest for a loan as provided in this
chapter 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 charge 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.

ic) Except for open-end loans under AS 06.20.285, a licensee may
not enter into a 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.

Principal amount of loan Maximum term
u t0§1,000 21 and1 months

ver $1,000 10 $2.500 ..., iri and : .emonths
Over $2,500 10 $5,000 ......ooovvvvecriecrisnsrieerii, 60 and 1j months
Over $5,000 0 $25,000 ........ccocevrvmrrrennns as agreed to by Ihe parties
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ﬁ(ﬁ(% ch 76 SLA 1955 am S8ch 71 SLA 1078 am 3 '1ch 84
79; am S4 ch 63 SLA 1080)

NOTES TO DECISIONS

The basis for determining the tie* Supp. Ilbli (D. Alaska 19711 rov'd on
cruel of interest is governed by law. other grounds, 409 1-\2d il (9th Cir.
Douglas v. beneficial Fin. Co., 334 F. 1972),

Sec. 06.20.260. Charges prohibited, (a) A further or other
charge or amount for an examination, service, brokerage commission,
expensg, fee, or bonus or other thing or otherwise may not be directly
or indirectly charged, contracted for or received except -

1f)_ _lawrtul fees actually paid out by the licensee to a Rubllc officer
for filing, recording, or releasmgi any instrument securing the loan, or
for transferrln_g certificate of tile to a motor vehicle securing the lien
or noting a lien on that certificate; _

?» premiums actually paid out for insurance on any one or combi-
nation of the following: pledged property of the borrower, credit life
insurance 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 enti-
tled under ?eneral law in any court proceedings to collect a loan or to
realize on the security after default;

4) IRepealed, § 16°ch 71 SLA 1978] _

_(5) reasonable fees paid by a licensee for appraisals, surveys, and
tlttetmsurance 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. _ _

A licensee may collect the charges permitted under (:%1) of this
section at the time when the loan is made or at any time thereafter. If
angl 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 con-
tract 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 ofthe interest, consideration and charges, the difference shall be
refunded by the lender to the borrower. §§ 6(d)7 ch 73 SLA 1955; am
%8%) 16 ch 71 SLA 1978; am S 5¢h 84 SLA 19/9: am § 3 ch 99 SLA
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Opinions of attorney general. — eluded in calculating the rate of interest,
"Service charges," being also consider- except those fees excluded by this section,
aiion for the use of money, should he in- 19G3 Op. Atty. Gen. No. 16.

NOTES TO DECISIONS

Cited in Douglas v. Beneficial Fin, Co..
469 F.2d -153 idth Cir. 1972).

Sec. 06.20.270. Requirements for making and payment of
loans. Exce?t as provided in AS 06.20.285 for open-end loans, every
licensee shall _ _

(12 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 ofthe loan and its maturity, the nature ofthe security, ifany, for
the loan, the name and address of the horrower and the licensee, and
the agreed rate of charge; _ _

give to the borrower a plain and complete receipt for all pay-
ments made on account of the loan at the time payments are made,
specifying the amount applied to interest and the amount, if any,
a?%ledlto principal, and stating the unpaid principal balance, if any,
of the loan; _ _

(32 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

ayment; _ o _

P 4) upon repayment of the loan in full, mark indelibly every obliga-
tion and security signed by the borrower with the word "Paid” or
"Cancelled,” and'release any mortgage, restore any pIed%e, 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, a;g}oroved by the department of the ch "sges to be
made and the method of computing them. 18 17 ch 73 SLA 1955; am
§ 6 ch 84 SLA 1979)

Sec. 06.20.280. 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 the licensee would
be permitted by law to charge if the person were not a licensee under
this chapter, 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 $25,000. This section applies to any licensee
Who permits any person, as borrower or endorser, guarantor, or suret
for any borrowei, or otherwise, to owe directly or contingently or bot
to the licensee tit any time a sum of more than $25,000 on principal.

Sl



S 06.20.285

Alaska Statutes

806.20.285

IS 18 ch 78 SLA 1955: am * 5 ch 94 SLA 1969; am S 10 ch 71 SLA

1978: am S5 ch 68 SLA 19801

~ CrnsH references, — I'or legal r.ile of
interest, see AS 1545010
Opinions of attorney Kenernl — The
act orchurgirv an interest rate in excess
of that prescribed in AS 45450S0ibi in
grounds for revocation of the lender's
small loan license, regardless of whether
the loan is consummfted or administered
m the same place o business. 1903 Op.

Allg. Len. No. lb. .

~Service charges, being also consider-
ation for the use of money should be in-
eluded in calculating the rate of interest

except those fees excluded Pv AS
00.20.2fi0. 1861 Op. Atty. (ion. No. Mi.

1T li(le purchase of installment
contract li;,\Lr is un activity distinct from
k> lonfli>K of money, and a discount at
v rau‘Is 100 usurious unless the trans-

'f "K're > * cloak f«r « “liUrious lonn'

|.| 1 - Ll .
ety o ony A
licensee is in violation of this section in
that it is "recmvmg" the usurious interest,
even though it did not directly contrucL for

it. 1963 Op. Atty. Gen. No. 16

Sec. 06.20.285. Open-end loans, (a) A licensee may make open-
end loans not exceeding an aggregate total of S25.000 and may con-
tract for and receive interest on open-end loans as provided in AS
06.20.230, and for other charges permitted under this chaﬁter. Inter-
est on open-end loans may be computed daily or monthly on the
unpaid principal balance or the average unpaid principal 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 accord-
ing to_the interest-bearing or actuarial method. _

(0) The billing cycle for open-end loans is monthly, and the unpaid
principal balance on a certain day is computed by adding to the bal-
ance unpaid on the beginning of that day, or the average Unpaid daily
balance for that hilling cycle, all advances and other permissible
amounts charged to the borrower and deducting all payments and
other credits made or received that day. _

() A licensee may secure the payment of an open-end loan in the
same manner as other loans under this chapter may be secured.

ﬂd) The licensee shall deliver a copy of the open-end loan agreement
to the borrower at the time the open-end loan account is opéned. The
open-end loan agreement must contain the name and address of the
licensee and the borrower and must contain disclosures of finance
charges and agreed terms as may be required by regulations adopted
b tthe department and the Board of Governors of the Federal Reserve

ySLem. . o : :

1e) 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 horrower a statement in tht .orm required
b¥ regulations adopted téythe department and the Board of Governors
of the Federal Reserve System. This subsection does not apply to ac-
counts that the licensee considers uncollectible or for which an action
to collect past due amounts has been filed, if. 1ch 84 SLA 1979; am
§ 6 ch 63 SLA 1980)
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506.20.287 Banks and Financial Institutions 806.20.300

Sec. 06.20.287. Credit insurance on open-end loans, la) A li-
censee may obtain credit life, credit disability, and Fropert insurance
on_o_Per]-end loans i.'.der this chapter. The credit life and credit dis-
abili Sy insurance obtained by a licensee shall satisfy the requirements
of AS 21.57. The property insurance obtained by 4 licensee shall sat-
isfy the requirements of AS 21.39 and AS 21-12. 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 disabil-
ity insurance in each billing cycle by adding to the unpaid balance in
the borrower’s account the current monthI)é remium rate for the cov-
erage required at the rate set under AS 21,57, using the method speci-
fied in the loan agreement for determining the unpaid balance.

(¢) A licensee may not cancel credit life or disability insurance ob-
tained for an open-end loan if the borrower is delinquent in paying the
monthly installments unless i n instaliment is delinquent for"90 days
or longer. The licensee shall dvance to the insurer amounts neces-
sary 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. (§ 1ch 84" SLA 197

Sec. 06.20.290. Purchase of wa?es for §25,000 or less. For pur-
poses of this chapter, 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 ho earned is consid-
ered a loan, and the difference between the pt  int 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 the compensation
Is payable. Such a transaction is governed by this chapter. (7§ 19¢h 73
SLA™1955; am § 5¢h 94 SLA 1969: am § 11ch 71 SLA 1978; am § 7
ch 63 SLA 1980)

Sec. 06.20.300. Maximum charges by nonlicensee on loans,
(a) Except as authorized in this chapter, a person may not directly or
Indirectly charge, contract for, or receive any interest, discount, or
consideration greater than that which the perSon would be permitted
by law to charge if the person were not a licensee, upon the loan, use,
or forbearance of money %?ods, or things in action, or uBon the loan,
use, or sale of credit of the amount or value of $25,000 or less.

<) The provisions of () of this section apply to any person who, by
any ‘device, subterfuge or Pretens_e whatsoever charges, contracts for
or receives greater interest, consideration or charges than are autho-
rized by this chapter. (S 20(al Ibg ch 73 SLA 1955; am $ 5c¢h 91 SLA
1969, am S 12 ch 71 SLA 1978, an S8 ch 63 SLA 1930)



§ 0(5.20.310 Alaska Statotks S 0(5.20.3-10

See. 0(5.20.310. Effect of illegal interest rule. A loan of the;
amount or value of $25,000 or less for which a greater rate of interest,
consideration or charge tliun is permitted by this chapter lias heen
charged, contracted for or received, wherever made, may not he en-
forced in the state, and every person_participating in such a loan in
the state is subject to this chapter. This section does not apply to loans
I??ally made in a state or territory of the United States that has in
effect a regulatory small loan law Similar in frmuple to tins chapter.
1§ 20ic) chi 73 SLA 1955; am § 5ch 94 SLA 1969, am $ 13 ch 71 SLA
1978; am § 9 ch (8 SLA 1980)

Sec. 00.20.,20. Civil and criminal penalties, Ea) A licensee or
lender who, in the making or collection ofa loan contruct, does anv act
that violates AS 00.20.230 — 06.20.260 or 06.20.280 — 06.20.310
shall at the 0ﬁtlon of the commissioner reimburse the portion of the
interest and ¢ argges in excess of that provided in those sections, or, in
the case of repeated violations of those sections by the licensee, the
commissioner may, “PO” a hearing, require the licensee to adjust the
loan contract intérest 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 emtplo ees, 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. S

() If a penalty for failure to comp!?/ with financing disclosure re-
%uwements undér requlations 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 7? SLA 1955; am § 14 ch 71 SLA 1978;
am § 7 ch 84 SLA 1979)

Sec. 06.20.330. Exemptions, () This chapter does not aPpIy toa
person doing business under and as permitted by any law of the state
or of the United States relating to banks, savm_?s banks, trust compa-
nies, building and loan associations, or credit unions.

(]b) This chapter does not applgl_to Individual loans by pawnbrokers
or loan shogs where separate and individual loans do not exceed $200.
(8 22 ch 73 SLA 1955; am § 1 ch 49 SLA 1981)

Sec. 06.20.340. Regulations, findings, and orders; service of
notice, (a) The department may adopt general regulations and make
specific rulings, demands and findings consistent with this chapter as
may be necessary for the proper conduct of business and the enforce-
ment of this chapter.



$ U6.20.U50 Banks ,nd Financial Inhstitutions 806,20.920

(b)  All notices required or authorized by this chapter to be given or
served by the department may he given or Served by registered mail
and service is considered complete when a true cog IS deposited in the
post office properly addressed and stamped. (§ 27 ch 713 SLA 1955)

Sec. 06.20.1350. Amendment or repeal of chapter. This chapter
may he modified, amended, or repealed so as to effect a cancellation or
altération ofa license or right ofa licensee hereunder, but the cancel-
lation or alteration may not impair or affect the obligation of a pre-
%lsstm |fél\ff55lj| contract between a licensee and a borrower. (S 2d ch

Sue. 06.20.360. [Renumbered ns AS 06.20.920.1

Sec. 06.20.900. Definitions. In this chapter, unless the context
otherwise requires, o

(1) "commissioner” means the commissioner of commerce and eco-
nomic development or a designee of the commissioner;

(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 Rrowdes that _ _

(A) the borrower may obtain advances of money from the licensee
from time to time or thé licensee may advance money on behalf of the
borrower 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 and
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;

1D) the borrower may pay all or any part of the unpaid principal
balance of the borrower’s 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 _

(I%) the agreement covers open-end loans under this chapter. (§ 15
ch 71 SLA 1978, am § 8 ch 84 SLA 1979)

Sec. 06.20.920. Short title. This chapter may be cited as the
Alaska Small Loans Act. (S 1ch 73 SLA 1955)

devisor's notes. — formerly AS
U6.2U.360. Renumbered in 11)76.



$ 45.45.010 Alaska Statutes * 45.45.010

Sec. 45.45.010. Legal rate of interest, (a) The rate of interest in
the state is 10.5 percent a year and no more on money after it is due
except as provided in (bj of this section. _
~ (b) Interest may not be charged by express agreement of the parties
in a contract or foan commitment that is more than five percentage
Pomts above the annual rate charged member banks for advances by
he 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.

0) IRepealed, § 3 ch 84 SLA 1973,

|IRepealed, § 2 ch 94 SLA 1981.
e LRepeaIed, §4ch 146 SLA 19741 _
() Abank, credit union, savings and loan institution, pension fund,
insurance company or mortgage company may not require o _acceBt
any percent of ownership or profits above its interest rate. This su
section does not apply to a loan if the erupalamountof the loan is
$1,000,000 or more and the term of the loan is fiveyears 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. o _

(h) If the limitations on interest rates provided for in this section
are inconsistent with the provisions of any other statute covering
maximum interest, service chargfes or discount rates then the provi-
sions 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 8 1, 2¢ch 239 SLA 1970; am 8§ 1—3¢ch 84 SLA 1973, am §§8 1—
4 ch 146 SLA 1974: am § 1ch 110 SLA 1976; am § 1ch 159 SLA 1976;
%TA 8 129§9) 107 SLA 1980; am & 1,2 ch 94 SLA 1981; am § 1 ch 5

Cross references. — For maximum
raies of interest applicable to: bank credit
cards, see AS 06.05.209; bank revolving
credit plans, see AS 06.05.208; credit
unions, see AS 06.45.060; judgments, see
AS 09.30.070; life insurance policy loans,

see AS 21.45 080; premium finance agree-
ments, see AS 06.40.120; retail install-

ment contracts, see AS 45.10.120; small
loan companies, see AS 06.20.230.
Effect of amendments. — The 1982
amendment, in subsection If), inserted
"credit union" in the first sentence and
added the present second sentence.

Legislative history reports. — Forre-
port on ch. 84, SLA 1973 (FCCS HCSSB
37). see 1973 Senate Journal Supplement
16, pp. 1 and 2, following ;i. 766 of the
1973 Senate Journal.

OpiiSjns of attorney general. — It is
unlawful for a bank to charge or collect
"points” which, when in combination with
the interest charged for a loan, would ex-
ceed the usury ceiling established by sub-
section (b). 1979 Ops. Atty Gen. No, 6.
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SB 322: "An Act authorizing loss of income insurance under
the Alaska Small Loans Act.™

The department has reviewed SB 322 and makes the following comments:

Consumer lenders licensed under the Alaska Small Loan Act have statutory
limitations on the products they can charge for in conjunction with their
lending activity. Alaska Statute 06.20.260(a)(2) sets out what premiums

for insurance can be included in the loan charges. Consumer finance
companies are now asking for the authority to offer, for a fee, an
insurance policy for involuntary unemployment. This policy would protect

borrowers from loan default if they should lose their job and be unable
to continue to make loan payments.

There are prohibitions that would require the insurance as a condition

for the loan which provides protection from alL.se. Examinations by the
department assures compliance. The department has contacted other states
where this 1insurance is offered and can find no incidence of abuse. Many

borrowers who use consumer finance companies for a source of funds are
subject to job turnover through no fault of their own, thus, could be
protected by this type of insurance.

The department does not oppose the passage of HB 322.

LM/LW/dgl6257D
2590a
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