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co n tin u e .
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PERSONAL SERVICES 271.5 275.6 279.7 283.9 288.2 292.5
TRAVEL
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SUPPLIES
EQUIPMENT
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GRANTS, CLAIMS
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TOTAL 1,306.7 1,310.8 1,314.9 1,319.1 1,323.4 1,327.7
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POSITIONS
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T h i r ty - tw o  (3 2 )  o f f e n d e r s  w i th  a  p r io r  f e lo n y  c o n v ic t io n  w ill b e  c o n v ic t e d  o f  v e h ic l e  t h e f t  in th e  f i r s t  d e g r e e .  

T h e y  w ill b e  s u b j e c t  to  a p r e s u m p t iv e  s e n t e n c e  o f tw o  y e a r s  in  p r i s o n .  T h e y  w ill s e r v e  1 6  m o n t h s  a llo w in g  fo r 

g o o d  t im e  r e d u c t io n .  T h e s e  p e o p le  a re  c u r r e n t ly  s e rv in g  a n  a v e r a g e  o f  3 0  d a y s .  T h u s ,  t h e y  w ill s e r v e  an  

a d d i t io n a l  1 5  m o n t h s  in  p r i s o n  a n d  8 m o n t h s  o n  m a n d a to r y  p a ro le .  O f t h e  a d d i t io n a l  p r i s o n  t im e ,  it  is
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Fiscal Note
“An Act relating to Vehicle Theft” 
Page 2 of 2

(Continued from  page 1 o f 2)

assum ed  they will av e rag e  3 m onths in prison and 12 m onths in a CRC.

32 O ffenders X  90 days X  S 107 per day =$ 308 ,160
32 O ffenders X  365 days X  $57  per day =S 66 5 ,7 6 0
32 O ffenders X  240  days X  $4.25 per day =$ 32 .940
TOTAL NEW  =51,006,560

F o rty -th ree  (43 ) n ew  “ C ” Felons will be convicted  and sen ten ced  to  an av e rag e  o f  30  days in 
C R C ’s and 6 m o n th s p robation . T hese first tim e o ffenders w ould  have b een  serv ing  an av e rag e  
o f  5 days w h ich  w o u ld  have been served in a CRC  u n d er the  old statu te . .An av e rag e  net o f  25 
add itional days will be served  p e r offender and the sen tence will be served  in a C R C  at an 
average co s t o f  $ 57 .00  per day.

N ew  (43 O ffenders X  180 D ays X 5 4  25 per day) =  $ 3 2 ,895
N ew  (43 O ffenders X  25 D ays X  S 57.00 per day) = $ 6 1 .2 7 5

TO TA L  NEW  = $ 94,170

E igh ty -five  (85 ) add itional “ C ” felons will be conv icted  and receive a su sp en d ed  im position  o f
sen tence fo r o n e  year. T h eir conv iction  will be set aside if  th ese  o ffenders successfu lly  co m p le te  
their y e a r’s p ro b a tio n . T h e  D epartm en t assum es th a t these will be the least se rio u s  first tim e 
o ffenders, to  be  m anaged  at a low er level o f  p robation  superv ision , and th e  c o s t per case  will be 
a b o u t '/; the  av e rag e  co s t o f  o th e r prouationers in this g roup  o f  offenders.

New (85 Offenders X 365 days X S 4.25 per day) = S 131,856 [Probation!

E ach felony  co n v ic tio n  will requ ire  a p re-sen tence investigation . W hile th e  cases  w o u ld  be 
sp read  ac ro ss  th e  sta te , the  increm ental equivalent is 1. f p ro b a tio n  o fficer positions.

A to ta l o f  fo u r (4) p ro b a tio n  officers and an A dm inistrative C lerk  will be  requ ired .

P.O. I I  (w/benefits) S 52,900 X 1.4 = S 74,060 for presentence investigations.

T O T A L  N E W  C O S T S  S  1 , 3 0 6 , 6 4 6

P a g e  2 o f  2
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C S  F O R  H O U S E  B IL L  N O . 3 1 9 (L & C )

IN  T H E  L E G ISL A T U R E  OF T H E  S T A T E  O F  A L A S K A

N IN E T E E N T H  L E G ISL A T U R E  - S E C O N D  SE SSIO N

BY T H E  H O U S E  L A B O R  A N C  C O M M E R C E  C O M M IT T E E

O ffe red : 2/2/96
R efe rred : F in an ce

S po n so r(s): H O U S E  L A B O R  A ND  C O M M E R C E  C O M M IT T E E  BY R E Q U E S T

A  B IL L

F O R  A N  A C T  E N T IT L E D  

"A n  A c t re la t in g  to  th e  re g u la tio n  o f  sm all lo an  a n d  re ta il  in s ta llm e n t 

tra n s a c t io n s ."

B E  IT  E N A C T E D  BY T H E  L E G IS 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 ec tio n  I. A S 0 6 .2 0 .0 3 0 (a ) is am ended  to read:

(a) Investigation  ex p en ses  incurred  by the d ep artm en t in p ro cessin g  an 

app lica tion  fo r licensu re  shall be charged  to and paid by the app lican t u nder 

A S 06 .01 .0 1 0 . A t the tim e o f  su bm itting  the app lica tion  to the co m m issio n e r, the 

ap p lican t shall pay to the departm en t $1 .000  [$400] in partial paym ent o f  those 

investigation  ex p en ses  incurred  by the departm ent. [IF  T H E  IN V E S T IG A T IO N  

E X P E N S E S  IN C U R R E D  BY T H E  D E P A R T M E N T  DO  N O T  E X C E E D  $400, T H E  

R E M A IN D E R  S H A L L  B E P R O M PT L Y  R E F U N D E D  T O  T H E  A P P L IC A N T .]

* Sec. 2. A S  0 6 .2 0 .0 3 0 (b ) is am ended  to read:

(b) A n app lican t shall pay to the departm en t at the tim e o f  su b m ittin g  an 

app lica tion  a sum , in add ition  to that spec ified  in (a) o f  this sec tion , o f  $500  fo r  a

I ] 110319b -I- CSHB 3I9(L&C)
N e w  T e x t  U n d e r l i n e d  [DELETED T EX T BRACKETEDJ
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s in g le  o ffice licen se , o r  $ 2 .0 0 0  fo r  a  m u ltip le  o ffice  license  [$200] as an annual 

license fee lo r a period  te rm in atin g  on the last day o f  the cu rren t ca lendar year. [IF  

T H E  A P P L IC A T IO N  IS F IL E D  A F T E R  JU N E  30, T H E  A D D IT IO N A L  SU M  IS 

$ 1 0 0 . ]

* Sec. 3 . A S 06 .2 0 .0 4 0  is am ended  to read:

Sec. 06 .20 .0 4 0 . L IQ U ID  A S S E T S  R E Q U IR E D . An app lican t shall p rove , in 

form  sa tisfac to iy  to  the dep artm en t, that the applicant has availab le  for the operation  

o f  the bu sin ess  at the location  spec ified  in the app lica tion , liquid asse ts  o f  at least 

$25 .000 . o r . in  th e  ca se  o f  a m u ltip le  o ffice  license , th a t  th e  e q u iv a le n t a m o u n t  is 

a v a ila b le  to  ea ch  o ffice  fro m  a c e n tr a l  a c c o u n t m a in ta in e d  hv  th e  a p p l ic a n t  

[ $ 2 0 ,0 0 0 ] .

* S ec. 4. A S 0 6 .2 0 .0 5 0  is am ended  to read:

Sec. 06 .20 .0 5 0 . B O N D . T h e  app lican t shall file w ith  the app lica tion  a bond 

to be approved  by the departm en t in w hich the app lican t shall be the ob ligo r, in the 

sum  o f  $25 .000  [$5,000] w ith  one  o r m ore sureties. O n ly  one b o n d  is r e q u ir e d  lo r  

an  a p p lic a tio n  fo r  a m u ltip le  o ffice  licen se . T he bond shall be fo r the use o f  the 

slate  and any person  w ho m ay have a cause o f action  against the o b lig o r u nder th is 

chapter. T h e  bond  m ust s ta te  that the ob lig o r will faithfully  conform  to and ab ide by 

the p rov isions o f  th is chap te r and o f all regulations law fully  adopted  by the 

departm en t, and  w ill pay to the sta te  and to any person  all m oney that m ay becom e 

due or o w in g  to the state  o r to the person  from  the applicant under th is chapter.

* S ec. 5 . A S 0 6 .2 0 .0 6 0  is am ended  to read:

Sec. 06 .20 .0 6 0 . IS S U A N C E  O F  L IC E N SE . Upon the filing  o f  the ap p lica tio n , 

the paym en t o f  the fees and the approval o f  the bond, the d epartm en t shall issue a 

license to the app lican t if it finds upon investigation that (1) the financial 

responsib ility , experience , ch arac te r, and general fitness o f  the app lican t and o f  its 

m em bers if the app lican t is a co p a rtn ersh ip  o r associa tion , and o f  its o fficers  and 

d irec to rs if  the app lican t is a co rp o ra tio n , are such as to com m and  the co n fid en ce  o f  

the com m unity  and to \ 'a rran t b e lie f  that the business w ill be operated  honestly , fairly , 

and efficien tly  w ith in  the pu rposes o f  this chapter, and (2) a llow ing  the app lican t to 

engage in bu sin ess  o t th e  lo ca tio n  w ill p ro v id e  ac cess ib ility  a n d  [P R O M O T E  T H E ]

CSHB 319(L&C) -2- HB0319b
N e w  T e x t  U n d e r l i n e d  [DELETED TEXT DRACKF"ED]



1 conven ience for borrowers of money [A N D  A D V A N T A G E  O F  T H E  C O M M U N IT Y

£  2 IN W H IC H  T H E  B U S IN E S S  IS T O  B E  C O N D U C T E D ], and (3) the ap p lican t has

3 ava ilab le  for the operation  o f  the b usiness at the sp ec ific  location liquid  asse ts o f  at

4 least $25 .000 . or. in the case of a multiple office license, that the equivalent
5 amount is available to each office from a central account maintained by the
6 a p p lic a n t [$20 ,000]. T h e  fo rego ing  facts are co n d itio n s p receden t to the issuance o f

7 a license under this chap ter. T he license perm its  the app lican t to m ake loans in

8 accordance w ith  this ch ap te r at the location  or locations spec ified  in the app lica tio n .

9 T he license rem ains in full fo rce and e ffec t until it is su rrendered  by the licensee  o r

10 revoked o r suspended . If the departm en t den ies the app lica tion , it shall no tify  the

1 1 applican t o f  the denial, bill the app lican t for any o u ts tan d in g  ex p en ses  incurred  by the

12 departm ent during  the investigation  and return the bond  if those ex p en ses  have been

13 paid. T he departm en t shall approve or deny  every  app lica tion  for license w ith in  60

14 days from  the filing o f  the app lication  w ith  the fees and the approved  bond. If  the

15 application  is denied , the departm en t shall, w ith in  20 days thereafter, serve  upon  the

16 app lican t a copy  o f the w ritten  decision  and find ings. T he dec ision  and find ings m ay

17 be review ed in the m anner provided in A S 44 .6 2 .5 6 0  and 44 .6 2 .5 7 0  (A d m in istra tiv e

18 P rocedure A ct).

19 * Sec. 6. AS 0 6 .20 .090  is am ended  to read:

2 0  Sec. 06 .20 .090 . PL A C E S O F  B U S IN E S S , (a ) A  licensee m ay m ain ta in  on ly

21 one place o f  business u nder a single o ffice  [TH E] licen se , or up to 10 places of
22 business under each multiple office license. T he d ep artm en t m ay issue m ore than

23 one license to the sam e licensee upon co m p lian ce  w ith  the p ro v isio n s o f this ch ap te r

24 g o vern ing  the orig inal issuance o f  a license.

25  (b) If a licensee changes the p lace o f  b usiness to an o th er location  w ith in  the

26  sam e m unicipality , the licensee shall g ive  w ritten  no tice to the departm en t in advance.

27 Upon approval, the department shall issue an amended license lor [T H E

28 D E P A R T M E N T  S H A L L  A T T A C H  T H E  W R IT T E N  N O T IC E  O F  T H E  C H A N G E  T O

29 T H E  L IC E N S E  T O G E T H E R  W ITH  T H E  D A TE . T H E R E A F T E R  T H E  L IC E N S E E

3 0  M A Y  O P E R A T E  T H E  B U SIN E SS  U N D E R  T H E  L IC E N S E  A T] the new  location.

31 A licensee m ay not change the place o f  business to a location ou tside  the m un icipality

I(B03l9h -3- CSIIB 3I9(L&C)
New T e x t  U n d e r l i n e d  [DELETED T EX T BRACKETED /



in w hich  the licensee is au th o rized  to  do  business.

* Sec. 7. A S 06 .2 0 .1 8 0  is am ended  to  read:

Sec. 06 .20 .180 . B O O K S  A N D  R E C O R D S  O F  L IC E N S E E S . E ach licensee 

shall keep  and use in the licen sed  p re m ise s  [B U S IN E S S ] those books, accoun ts , and 

records that w ill enable the d ep a rtm en t to d e term in e  w he ther the licensee is co m p ly in g  

w ith  th is ch ap te r and w ith  the reg u la tio n s law fu lly  adop ted  by the departm en t u nder 

th is ch ap te r. T h e  m a in te n a n c e  o f  s e p a ra te  b o o k s  a n d  r e c o rd s  fo r  a n o th e r  b u s in e ss  

a u th o r iz e d  by  th e  d e p a r tm e n t  u n d e r  A S  0 6 .2 0 .2 1 0  is n o t r e q u ir e d .  T h e  m e th o d  

o f  tru c k in g  a n d  n u m b e r in g  th e  lo a n s  sh a ll h e  d e te rm in e d  bv  th e  licen see , a s  lo n g  

a s  th e  sv s tem  en a b le s  th e  d e p a r tm e n t  to  p e r fo rm  th e  d e p a r tm e n t ’s o b lig a tio n s  

u n d e r  th is  t i t le . T he licensee shall p reserve  the books, accoun ts, and  records, 

includ ing  ca rds used in the card  sy stem , if any , for tw o years a fte r m ak ing  the final 

en try  on any recorded  loan.

* Sec. 8. A S 06 .2 0 .2 4 0  is am ended  to read:

Sec. 06 .20 .240 . L O A N S  FO R  P U R P O S E  O F  O B T A IN IN G  H IG H E R  

IN T E R E S T . [A  L IC E N S E E  M A Y  N O T  IN D U C E  O R  P E R M IT  A B O R R O W E R  T O  

S P L IT  U P  O R  D IV ID E  A L O A N .] A  licensee m ay not induce o r perm it a p erson , or 

a h usband  and w ife jo in tly  o r sev e ra lly , to  sp li t  u p  o r  d iv id e  a lo an  o r  to becom e 

ob ligated , d irec tly  or co n tin g en tly  o r bo th , u nder m ore than one loan con tract at the 

sam e tim e, for the purpose  o r w ith  the resu lt o f  o b ta in in g  a h ig h er rate o f  in te rest than 

w ould  o th erw ise  be perm itted  by A S 0 6 .2 0 .2 3 0 . H o w e v er, a licen see  m ay  e n te r  in to  

n ew  o r  d if fe re n t  loan  t r a n s a c t io n s  w ith  th e  b o r r o w e r  o r  th e  b o r r o w e r 's  sp o u se  a t  

a d if f e re n t  tim e  so lo n g  a s  th e  p u rp o s e  o f  th e  a d d it io n a l  t r a n s a c t io n  d o es  n o t 

v io la te  th is  sec tio n .

* Sec. 9. A S 06 .2 0 .2 5 0  is am en d ed  by ad d in g  new  sub sec tio n s to read:

(d) L oan con trac ts  m ust p rov ide fo r su b stan tia lly  equal paym en ts, and  the 

p aym en ts m ust be due at least once a m onth , w ith  the first pay m en t b eg inn ing  not la ter 

than  45 days from  the da te  the loan is m ade.

(e) If  the irregu lar pay m en t is con firm ed  in w ritin g  by the bo rrow er, and the 

m ethod o f  repaym ent is co n sis ten t w ith  the m ax im um  term  and annual in te rest rate 

p rov ided  in th is chapter, and if a b o rro w er d em o n stra tes su ffic ien t seasonal o r

CSHB 319(L&C) -4-
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1 ex trao rd inary  incom e to su pport repaym en t o f  a loan, the loan co n trac t m ay p ro v id e

2 fo r irregu lar p ay m en ts  and first pay m en t lean  ex ten sio n s g rea ter than  45 days from  the

3 date  the loan is m ade.

4 * Sec. 10. A S  06 .2 0 .2 6 0 (a ) is am en d ed  to read:

5 (a) A  fu rther o r o th e r charge o r am o u n t for an ex am in a tio n , serv ice , b rokerage

6 com m ission , expense , fee, bonus, or o th er th ing  m ay not be d irec tly  o r ind irec tly

7 charged , con tracted  for, o r rece ived  excep t

8 (1) law ful fees ac tua lly  paid o u t by the licensee to a p u b lic  o ffic e r fo r

9 filing , reco rd ing , o r re leasin g  any in strum en t secu ring  the loan, or premiums payable
10 for insurance in lieu of perfecting a security interest if the premiums do not
11 exceed the fees that would otherwise normally he incurred for perfecting, filing.
12 recording, and releasing the security interest, or for transferring  ce rtifica te  o f  title

13 to a m o to r veh ic le  secu rin g  the lien o r no ting  a lien on that ce rtifica te ;

14 (2) p rem iu m s ac tua lly  paid ou t fo r insurance on any one o r com b in atio n

15 o f  the fo llow ing: p ledged  p roperty  o f  the b o rro w er, o r co n su m er c red it in su rance; in

16 th is paragraph , "consum er cred it insurance" has the m ean ing  g iven  in A S  2 1 .57 .160 ;

17 (3) taxable costs  and  expenses to w hich  the licensee b eco m es en titled

18 u nder general law in any court p ro ceed in g s to co llec t a loan o r  to rea lize  on the

19 secu iity  after defau lt;

20 (4) for loans of $10.000 or less that are secured by an interest in
21 re a l  e s ta te , reasonab le  co sts  and fees paid by a licensee fo r ap p ra isa ls , su rveys, and

22 title  insurance o r reports [IF  T H E  L O A N  IS S E C U R E D  B Y  A N  IN T E R E S T  IN R E A L

23 E ST A T E ];

24 (5) for loans over $10,000. whether or not secured by an interest
25 in real estate, reasonable costs and fees paid by a licensee for appraisals, surveys.
26 title insurance or reports, and credit reports:
27 {6) a late paym en t fee o f  not m ore than 10 percen t o f  the paym en t that

28 is due o r $25  [$15], w h ich ev er is Icssi

29 (7) a fee for dishonored checks not to exceed $25 for each
30 dishonored check:
31 (8) reasonable attorney fees, actual expenses, and costs incurred in

Ne w T e x t  U n d e r l i n e d  [DELETED T E X T BRACKETED]
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connection with the collection of a delinquent debt or a foreclosure if the 
collection or foreclosure is referred to an attorney who is not a salaried employee 
of the licensee and the balance then owing on the debt exceeds $5.000:

(9) actual expenses and costs inc lined  in connection with a
repossession.

* Sec. 11. A S  06 .2 0 .2 8 7  is am ended  to read:

Sec. 06 .20 .287 . C R E D IT  IN S U R A N C E  ON  O PE N -E N D  LO A N S, (a) A 

licensee m ay obtain consum er c red it, credit loss of income, and property insurance on 

open-end  loans under this chapter. T he consum er credit insurance obtained by a licensee 

shall satisfy  the requirem ents o f  A S 21 .57 . T he property insurance obtained by a 

licensee shall satisfy the requ irem ents o f  A S 21.39 and AS 21.42. T he licensee shall 

com ply  w ith  A S 21 .36 .160  and 21 .36 .165  during  all transactions w ith borrow ers 

involv ing  consum er c red it, credit loss of income, and property insurance.

(b) T he licensee shall calcu late  the charge for cred it life, credit loss of income. 
or d isab ility  insurance in each b illing  cyc le  by adding  to the unpaid balance in the 

b o rro w er’s account the current m onthly  prem ium  rate for the coverage required at the 

rate set under A S 21 .57 , using the m ethod specified  in the loan agreem ent for 

determ in ing  the unpaid balance.

(c) A  licensee m ay not cancel cred it life, credit loss of income, or d isability  

insurance obtained  for an open-end loan if the borrow er is delinquent in paying the 

m onthly installm ents unless an installm ent is delinquent for 90 days or longer. The 

licensee shall advance to the insurer am ounts necessary to keep the policy in force until 

the 90-day  delinquency period has elapsed , and the b o rro w er’s account m ay be charged 

for the am ounts advanced  to the insurer.

* See. 12. A S 45 .10 .070(b) is am ended to read:

(b) Except when the service charge is computed on an add-on or simple 
interest basis, .lie [TH E] am ount o f  the refund credit shall be com puted accord ing  to 

the "rule o f  78lhs"; that is, it shall represent at least as great a proportion o f the original 

service charge over $25 in case o f  a retail installm ent sale o f  a m otor vehicle , or $10 in 

case o f  a retail installm ent sales o f  goods o ther than a m otor vehicle, as (1) the sum  o f 

the m onthly  or o ther periodic unpaid balances under the scnedule o f paym ents in the 

contract beg inn ing  as o f  the date after the prepaym ent (Inn [W H IC H ] is the next

CSHB 319(L&C) -6-
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succeed ing  m onthly  o r o ther period ic  ann iversary  date o f the due dale o f  the first 

installm ent under the con tract, or, if the p repaym ent is before the due date o f  the first 

installm ent u nder the con tract, then as o f  the dale after the prepaym ent th a t  [W H IC H ] 

is the next succeed ing  m onthly  or o ther period ic anniversary  date o f  the date o f  the 

con tract bears to (2) the sum  o f all the m onthly or o ther periodic unpaid balances under 

the schedu le o f installm ent paym ents in the contract.

* Sec. 13. A S 45 .10 .080(a) is am ended to read:

(a) I f  a u th o r i ty  to  d o  so is c o n ta in e d  in th e  c o n tra c t  o r  a g re e m e n t, th e  [TH E] 

ho lder o f  a retail installm ent con tract o r  re ta il  c h a rg e  a g re e m e n t m ay [NO T] collec t 

any delinquency j [OR] co llection  o r  d ish o n o re d  ch eck  c lia ru e s , [C H A R G E  O TH E R  

T H A N ] attorney fees, court costs, and d isbursem ents [U N L ESS T H E  C O N T R A C T  SO 

PR O V ID E S]. In this case, the charge m u s t [SH A LL] be reasonable, and no attorney  fee 

m ay be recovered unless the con tract is referred for co llection  to an attorney not a 

salaried  em ployee o f the holder.

* Sec. 14. AS 45 .10 .120  is repealed and reenacted  to read:

Sec. 45 .10 .120 . E X T E N T  O F  S E R V IC E  C H A R G E, (a) N otw ithstanding  any 

o ther law, the service charge included in a retail installm ent contract, retail charge 

agreem ent, revolv ing  charge agreem ent, or o ther retail charge agreem ent m ust be at the 

rate agreed upon by the retail se ller and the buyer.

(b) T h is  section does not lim it or restrict the m ethod o f  com puting  the serv ice 

charge, w hether by w ay o f add-on, sim ple interest, or o therw ise, so long as that m ethod 

is d isclosed  in the contract and agreed upon by the retail seller and the buyer.

!!: Sec. 15. A S 45 .10 .220(3 ) is am ended  to read:

(3) "official fees" m eans the am ount o f  the fees set by law for filing, 

record ing , or o therw ise perfecting  and releasing  or satisfy ing  a retained title, lien, o r 

o ther security  in terest created  by a retail installm ent transaction o r  p re m iu m s  p a y a b le  

fo r  in s u ra n c e  in lieu o f  p e rfe c tin g  a s e c u rity  in te re s t if  th e  p re m iu m s  do no t exceed  

th e  fees th a t w ould  o th e rw ise  n o rm a lly  he  in c u rre d  fo r nerfeetin i» , filing, re c o rd in g , 

o r  o th e rw ise  p e rfec tin g  a n d  re le a s in g  o r  sa tis fy in g  a re ta in e d  title , lien, o r  o th e r  

s e c u r ity  in te re s t :

111103191) -7- CSHB 3I9(L&C)
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H O U S E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E

S P O N S O R  S T A T E M E N T  
C S  H B  3 19  (L & C )

Alaska's Small Loan Act (AS 6.20) w as initially adopted in 1955 and has not 
significantly  been am ended since 1982. O ur Retail Installment Sales Act was adop ted  even 
earlier, and  its last significant am endm ent occurred in 1980.

O ver the years, practices w ithin the credit industry have undergone im m ense changes. 
H ow ever, A laska's law has not kept pace, thereby unfairly burdening this in d u stry  vis a vis 
outside com petitors. As a consequence of our archaic approach to credit and lending 
transactions, Alaskan businesses suffer a com petitive disadvantage. CS HB 319 (L&C) is 
in tended  to rem edy this situation by updating  certain provisions that are  no longer relevant to 
con tem porary  business practices. A m ong other things, this bill would accom plish the 
follow ing:

S m ail .Lo an  Act

It increases application and annual fees requirem ents applicable to licensed lending 
in stitu tio n s .

It increases the liquid asset requirem ents that lending institutions m ust satisfy to do 
business from $20,000 to $25,000.

It increases the bonding requirem ents im posed on lending institutions from $5000 to 
$25,000 and  m akes it clear that only one bond is required for m ultiple office bonds. .

It allow s licensees to m aintain books and records consistent w ith contem porary  data 
processing and  accounting methods.

It au thorizes irregular paym ents w hen borrowers have a seasonal incomes.

It au thorizes lending institutions to operate several branches u n d er a single license, 
p ro v id ed  that the licensee m aintains liquid assets in the am ount of $25,000 for each office it 
op era tes .

It broadens the scope of non-interest fees that lenders may charge borrow ers and 
increases the am ount of late paym ent fees that m ay be charged.

R e ta i l  I n s t a l l m e n t  S a le s  A c t

CS HB 319 (L&C) clarifies and broadens the scope of fees and charges that may be 
im posed in connection with transactions, including late paym ent fees. A charge for late 
paym en ts is currently  not allowed.

It elim inates service charge ceilings, perm itting this term to be subject to the agreem ent 
of the parties. In so doing, it rem oves the present cumbersome system based on graduated  rates.

It respectfully is subm itted that CS HB 319 (L&C) removes several anachronism s in 
A laska law  and  serves to m ake Alaska credit businesses more com petitive w ith  outside firms.



' i $ lsM lg lo n

R e t a i l  C r e d i t  ( 2  P a r t y )  

S t a t e s  T h a t  A u t h o r i z e  L a t e  P a y m e n t  F e e

L a te  p a y m e n t  f e e  p e r m i t te d A
L a te  f e e  o f  $ 1 0 .0 0  o r

V g r e a t e r  p e r m i t te d N o  la t e  f e e  a u th o r iz e d

112
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RETAIL CREDIT (2 PARTY)

S ta te Maximum Late F 'avm ent F e e  Authorized

Arizona Not to e x c e e d  $5 .00  for installm ent le s s  than  $25 .00 , $10 .00  for over $25.00.
A rk an sas No sta tu to ry  limit. Must equa l that a s s e s s e d  in a t leas t  o n e  o th e r  s ta te
California Not to e x c e e d  $10 .00
Colorado Not to e x c e e d  $15 .00
Connecticu t L e sse r  of 5%  of m onthly  p ay m en t  or $ 1 0 .00
District of Colum bia Not to e x c e e d  $10 .00
Florida Not to e x c e e d  $10 .00
G eorgia Maximum of $10 .00
Hawaii L e sse r  of 5%  of m onthly p ay m en t  or $50 .00
Idaho G re a te r  of‘5%  of p ay m en t  or $5 .00
Illinois Not to e x c e e d  $10 .00
Indiana Not to e x c e e d  $15 .00  ad ju s ted  yearly
Iowa Not to e x c e e d  $ lO.OO
K an sas Not to e x c e e d  $10 .0 0  or 5%  of m onthly p a y m e n t  with a  $25 .00  m aximum 

$5 .00  for installm ent le ss  than  $25 .00 , $ 1 0 .0 0  for over $25.00.
Kentucky C ailing unspecified
Louisiana Parity with late fe e s  being exported  into s ta te  by out of s ta te  b an k s
Maine L esse r  of $10 .00  or 5%  of delinquent installm ent
Maryland No sta tu to ry  limit
M a s sa c h u s e t ts Not to e x c e e d  the le ss e r  of 10% of b a la n c e  or $10 .0 0
Michigan No sta tu to ry  limit
M innesota Equal to fee perm itted  by National B anks  u n d e r  MN law (g rea te r  of 5% or S5.00)
Mississippi Maximum of $10 .00
Missouri Not to e x c e e d  $5 .00  for insta llm ents  le ss  then  $25.00 , $10 .00  for installments over
M ontana L esse r  of 5%  of m onthly p ay m en t or $15 .00
N ebraska T h e  g re a te r  of 5%  of installment or $5 .00
N evada A g ieed  upon am oun t,  no  statu tory  limit
New H am pshire A greed  upon am oun t
New J e r s e y Not to e x c e e d  $10 .00
New York A greed  upon am oun t,  no statu tory  limit
North Carolina $5 .00  on b a la n c e  of le ss  then  $ 1 0 0 .0 0  an d  $10 .0 0  on b a la n c e  of $100  or g rea te r
Ohio L esse r  of 5%  of m onthly p ay m en t or $3 .00
O klahom a G rea te r  of 5%  of the  monthly p a y m e n t  or $ 1 2 .50
O regon No S tatutory  limit o th e r  then  the  c h a rg e  b e  r e a so n a b le
P ennsy lvan ia Not to e x c e e d  $12 .00
R hode  Island Not to e x c e e d  $12 .0 0
South  Carolina 5%  of p ay m en t not to e x c e e d  $10 .00  or 40 %  of $10 .00
South  D akota A greed  upon am o u n t
T e n n e s s e e Ceiling unspecified
T ex a s Not to e x c e e d  $10 .00
Utah G rea te r  of 5%  of m onthly pay m en t or $20 .00
Virginia A greed  upon am o u n t
W ashington No statu tory  limit o the r  than  am o u n t m u s t be  re a so n a b le
W est Virginia L esse r  of 5%  of m onthly pay m en t or $5 .00
W isconsin Not to e x c e e d  of $10 .00

N o t in te n d e d  as legal a d v ise , o p in io n  o f  lo ca l c o u n se l s h o u ld  be  o b ta in e d

1 0 / 1 0 / P
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ALASKA RETAIL CREDIT GRANTORS 
CURRENT SERVICE, DELINQUENCY AND DISHONORED CHECK CHARGES

R E T A IL E R

S T A T E  L A W  . 
G O V E R N IN G  
A C C O U N T S

L E G A L  S E R V IC E  
C H A R G E  R A T E

S E R V IC E  
C H A R G E  R A T E  
IN  A L A S K A

D E L IN Q U E N C Y  
C H A R G E  
IN A L A S K A

D IS H O N O R E D  
C H E C K  C H A R G E  
IN  A L A S K A

C h e v r o n A l a s k a 1 8 %  t o  $ 1 , 0 0 0 ;  
1 0 % %  a b o v e

1 3 %  t o  $ 1 ,0 0 0 ;  
8 %  a b o v e

F i r e s t o n e O h io 2 5 % 2 1 .8 4 % -0- -0-

L a m e n t s O h io 2 5 %  ' 1 9 .8 % $ 1 0 $ 1 0

F r e d  M e y e r S o u t h  D a k o t a N o  s t a t u t o r y  r a t e  
l im i t

2 2 .4 4 % L e s s e r  o f  $ 1 0  c r  
5 %  o f  m i s s e d  
p a y m e n t

$ 1 5

N o r d s t r o m C o l o r a d o 2 1 % 1 8 %  t o  $ 1 ,0 0 0 ;  
v a r i a b l e  a b o v e

$ 1 0 $ 1 0

J C P e n n e y A l a s k a 1 8 %  t o  $ 1 , 0 0 0 ;  
1 0 % %  a b o v e

1 8 %  t o  $ 1 , 0 0 0 ;  
7 .9 2 %  a b o v e

-0- $ 1 0

R a d i o  S h a c k T e n n e s s e e 2 4 % 2 2 .3 % $ 1 5 $ 1 0

S e a r s A r i z o n a N o  s t a t u t o r y  r a t e  
l im i t

2 1 % -0- $ 1 0

T e x a c o N e b r a s k a N o  s t a t u t o r y  r a t e  
l im i t

2 1 % L e s s e r  o f  $ 5  o r  5%  
o f  m i s s e d  p a y m e n t

$ 1 5

Z a l e s A l a s k a 1 8 %  t o  $ 1 , 0 0 0 ;  
1 0 % %  a b o ' ' e

1 8 %  t o  $ 1 ,0 0 0 ;  
8 %  a b o v e

-0- -0-

Tin Information in thl* chart is based upon credit application* collected In 1994 and 1995.

January 22,1996
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THE CASE FOR LATE FEES FOR ALASKA RETAIL CREDIT GRANTORS 

BACKGROUND FOR ALASKA HOUSE BILL NO. 319

A "late fee" or "delinquency charge" is a fee imposed by a credit grantor on an 
overdue account. Retail credit customers who fail to remit ihe ir monthly 
minimum payment by the agreed due date cause the retailer to incur additional 
costs in attempting to collect the past due accounts. These collection costs are 
in addition to the normal costs incurred in extending credit and servicing the 
credit customer. (One retail credit grantor operating under Alaska law 
estimates those costs to average approximately $7.80). These additional costs, 
if not recouped by the credit grantor, may show up in higher merchandise 
prices, meaning that cash customers and those who properly make their 
payments provide a subsidy to those who don’t  adhere to agreed payment 
terms. Besides allowing the retailer to offset the additional costs incurred, late 
payment fees also provide an incentive for Ihe customer not to miss the 
payment in the firs t place.

The best public policy response to this situation is to allow retailers to assess a 
late payment fee on delinquent credit customers at an amount which 
encourages the customer to make timely payment and enables the retailer to 
recover the additional costs which it incurs when the customer does not do so. 
Thus the Alaska Retail Installment Sales Act (RISA) has, since its enactment in 
1962, authorized reasonable late fees on retail installment contracts; that is, 
closed-end (single purchase) credit contracts. However, unlike the law in over 
three-quarters of the states in tho country, the Alaska act is silent with respect 
to the imposition of late fees on the now-prevalent revolving credit accounts.

Under federal law, some credit grantors can and do charge late fee3 on retail 
charge agreements. Such retailers extend cred it through a federally-chartered 
"credit card bank" or through a national or state bank located in another state 
under whose laws they can legally impose late charges on delinquent accounts 
in Alaska. Several such retailers are currently Imposing late fees on Alaska 
resident customers. This puts retailers operating under the Alaska RISA at a 
competitive disadvantage because customers w ill firs t pay those bills with a 
late fee. As a result, the bills from retailers operating under Alaska law go to 
the bottom of the stack and those from out-of-state creditors get paid first.

PROPOSED LEGISLATION - ALASKA HOUSE BILL NO. 319

The proposed legislation, House Bill No. 319, would (in Section 10) co rrect the 
current inequity in the Alaska Retail Installment Sales Act by allowing the 
imposition of a reasonable delinquency fee not only when a payment on a retail 
installment contract i3 late, but also when a payment on a retail charge 
agreement is late. House Bill No. 319 restores fairness to creditors operating 
under Alaska’s law and the vast majority of credit accountholders who pay their 
bills on time and should not be required to subsidize those who do n o t
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D IV ISIO N  O F  L E G A L  A N D  R E S E A R C H  S E R V IC E S  
L E G IS L A T IV E  A F F A IR S  A G E N C Y  

S T A T E  O F  A L A S K A
130 S ew ard  S tre e t, S u ite  409 

Ju n e a u , A laska  99801 -2105

M E M O R A N D U M F eb ru a ry  3, 1996

SUBJECT: S ectional Sum m ary  o f  C SH B  3 1 9 (L & C ) 
(W o rk  O rder N o. 9 -L S 1095 \C )

TO:

FROM : T h eresa  B ann ister 
L eg isla tive  C ounsel

Y ou  have req u ested  a  sec tiona l sum m ary o f  the ab o v e -d esc rib ed  bill.

A s a p re lim inary  m atter, no te  that a sectional sum m ary  o f  a  bill shou ld  no t bf co n s id e red  an  
au thorita tive  in terp re ta tion  o f  the bill and the  bill i ts e lf  is the  b est s ta tem en t o f  its co n ten ts .

S e c tio n  1. In c reases  to  $1 ,0 0 0  (from  $400) the am o u n t th a t an  ap p lican t is to pay  w ith  the 
a p p lic a tio n  to th e  D ep artm en t o f  C om m erce and E co n o m ic  D ev e lo p m en t a s  p a r t p a y m e n t 
fo r the  departm ent's  expenses o f  investigating  an  ap p lica tio n  fo r a  license u n d e r  th e  A la sk a  
S m all L o an s A ct. D e le te s  a refund  requirem ent.

S e c tio n  2 . In c reases  the annual license fee to be p a id  to  th e  d ep a rtm en t fo r a  licen se  u n d er 
the A lask a  Sm all L o an s A ct. E stab lishes a  h ig h er fee fo r a  m u ltip le  o ffice  license .

S e c tio n  3 . In c reases to $25 ,000  from  $20 ,000  the v a lu e  o f  th e  liq u id  asse ts  th a t a  p e rso n  
app ly ing  fo r a license u n d er the A laska Sm all L oans A c t m u st h av e  av a ilab le  to  o p e ra te  the 
business. A  p erso n  h av in g  m ultip le  o ffices m ust d em o n stra te  th a t an  e q u iv a le n t a m o u n t is 
av a ilab le  to each  o ffice  from  a cen tral acco u n t m a in ta in ed  by  th e  app lican t.

S ec tio n  4. Increases to $25 ,000  from  $5,000 the am o u n t o f  th e  bond  requ ired  fo r an  ap p lican t 
fo r a  licen se  u n d e r the A lask a  Sm all L oans A ct to file  w ith  th e  d ep a rtm en t. P ro v id es  th a t 
on ly  o n e  bond  is req u ired  fo r a m ultip le  o ffice  license  ap p lica tio n .

S e c tio n  5. C o n fo rm s th e  language in  the license  issu an ce  sec tio n  to  the  n ew  liq u id  a sse ts  
requ irem ents estab lished  in sec. 3 o f  the bill. A lso requ ires the  d epartm en t to  d e te rm in e  th a t 
a llo w in g  th e  ap p lican t to  engage in business at the lo ca tio n  w ill p ro v id e  a c c e ss ib ility  an d  
co n v en ien ce  fo r bo rro w ers.



R e p r e s e n t a t i v e  P e t e  K o t t

F e b r u a r y  3 ,  1 9 9 6

P a g e  2

S ec tio n  6. A llow s a  licensee to m aintain  one p lace  o f  b usiness u n d er a s in g le  o ffice  license 
o r up to 10 p laces o f  bu sin ess  u nder a m ultip le  o ffice  license. D irects  the departm en t to issue 
an am ended  license  to a  iicensee after app rov ing  a ch an g e  o f  location  for the licensee 's  place 
o f  bu sin ess  w ith in  the sam e  m unicipality .

S ec tio n  7. S ta tes th a t a licen see  is not req u ired  to  m ain ta in  sep a ra te  books an d  reco rds for 
ano ther b usiness o p era ted  o n  the  prem ises and  au tho rized  by  the  departm ent. S ta tes  tha t the 
licensee is to  d e te rm in e  th e  m eth o d  o f  track in g  and  n u m b erin g  th e  loans as long  as the 
system  en ab le s  the  d ep a rtm en t to  perfo rm  the d ep a rtm en t's  o b lig a tio n s  u n d er A S  06.

S ec tio n  8. P roh ib its  a  licensee from  inducing  o r p e rm ittin g  a  b o rro w er to sp lit up  o r d iv ide  
a  loan o r b eco m e  o b lig a ted  u nder m ore th an  o n e  lo an  co n tra c t a t the sam e tim e , i f  the 
p u rp o se  o r re su lt is to o b ta in  a h ig h er ra te  o f  in te re st than  o th erw ise  a llo w ed  by 
A S  06 .20 .2 3 0 . A llo w s a  licensee  to en ter in to  n ew  o r  d iffe ren t lo an  tran sac tio n s  w ith  a 
b o rro w er o r th e  b o rro w er's  sp o u se  at a d iffe ren t tim e  i f  the  p u rp o se  o f  the n ew  tran sac tio n  
d o es no t v io la te  th is  sec tion .

S ec tio n  9. A dds ce rta in  requ irem ents fo r the loan  con tracts. T h e  con tracts  m ust p rov ide for 
su b s tan tia lly  eq u a l p ay m en ts , paym en ts d u e  a t least m o n th ly , and  a  firs t p ay m en t no t la ter 
th an  45 d ay s  fro m  w h en  the  lo an  is m ade. A llo w s a  lo an  c o n tra c t to p ro v id e  fo r irreg u la r 
p ay m en ts  an d  a  la te r  f irs t  p ay m en t i f  ce rta in  lis ted  co n d itio n s  a re  m et ("first p ay m en t loan 
ex ten sio n s"  sh o u ld  read  "firs t pay m en t ex ten sio n s" ).

S e c tio n  10. A llo w s a  fee to  be  charged  fo r ce rta in  in su ran c e  p rem iu m s u n d e r ce rta in  
c o n d itio n s  in  p lace  o f  p e rfec tin g  a  secu rity  in te re st. A llo w s  fo r  lo an s o f  $ 1 0 ,0 0 0  o r less 
secu red  by a  real e s ta te  in terest, a ch a rg e  fo r  reaso n ab le  co s ts  and  fees fo r ap p ra isa ls , 
su rv ey s, an d  title  in su ran c e  o r reports. A llo w s  fo r loans o v e r  $ 10,000, w h e th e r o r not 
secu red  by  a  real e s ta te  in te re st, a charge fo r re aso n ab le  co s ts  and  fees fo r ap p ra isa ls , 
surveys, title  in su rance  o r reports, and cred it reports. C hanges th e  la te  p ay m en t fee th a t can 
be charged. A llo w s a fee n o t to exceed $25 p e r ch eck  to be  ch a rg e d  fo r d ish o n o red  checks. 
A llo w s a  ch a rg e  fo r re aso n ab le  a tto rney  fees, ac tu a l ex p e n se s , and  co sts  in cu rred  in 
connection  w ith  th e  co llec tion  o f  a delinquen t d eb t o r  a  fo rec lo su re  u n d er ce rta in  conditions. 
A llo w s a ch a rg e  fo r  th e  ac tua l expenses an d  co sis  o f  a  re p o sse ss io n .

S ec tio n  11. A llo w s a  licen see  to  obtain  c red it loss o f  in co m e  in su ran ce  on  o p en -en d  loans 
u n d er th is  ch ap te r. R eq u ire s  the  licensee to  co m p ly  w ith  th e  p ro v is io n s  o f  tw o  in su rance 
s ta tu te s  d u rin g  all tran sac tio n s  w ith  b o rro w ers  in v o lv in g  c re d it lo ss  o f  in co m e insurance. 
S p ecifies  h o w  th e  licen see  is to  ca lcu late  th e  ch a rg e  fo r c red it lo ss  o f  in co m e insu rance. 
P ro h ib its  th e  licen see  fro m  cancelling  th e  credit, loss o f  in co m e  in su ran ce  u n d er ce rta in  
c ircu m stan ces .



S e c tio n  12. E stablishes an  excep tion  for calcu lating  refund cred its  acco rd in g  to the  "ru le  o f  
7 8 th s ."  T h e  excep tion  is w h en  the serv ice  charge is co m p u ted  on an  ad d -o n  o r s im p le  

in te re s t basis.

S e c tio n  13. A uthorizes the ho lder o f  a  retail installm ent c o n tra ^  o r re ta il ch a rg e  ag reem en t 
to  c o lle c t ce rta in  delin q u en cy , co llec tio n  o r d ish o n o red  check  ch a rg es, a tto rn ey  fees, cou rt 
costs , and  d isbursem ents, i f  the con tract or ag reem ent allow s th is. M akes a  techn ical change 

in  the  sec o n d  sen tence.

S e c tio n  14. R equires that the serv ice charge be at the rate agreed  u p o n  by the parties. S tates 
tha t th is  sec tion  does no t lim it o r restric t the m ethod  o f  com puting  the service charge as long 
as th e  m e th o d  is d isc lo sed  in the co n trac t and  agreed  to by the  p arties.

S e c tio n  15. Inc ludes certa in  in su ran ce  p rem iu m s in the d e fin itio n  o f  "o ffic ia l fees."

I f !  m ay  b e  o f  fu rth e r assistan ce , p lease  adv ise .

R e p r e s e n t a t i v e  P e t e  K o t t
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JCPenney

January 22, 1996

V I A  FACSIMILE

Hr. George Dozier
House Labor and Commerce Committee 
State Capitol 
Juneau, Alaska

Re: House Bill Ho. 319

Dear Mr. Dozier:

A t  the request of Mr. Jerry Reinwand, I am faxing the 
accompanying materials for the .use of the committee members 
at the hearing on House Bill No. 319 scheduled for 
Wednesday, January 24t1i.

Sections 10 and 11 of House Bill Ho. 319 would amend 
the Alaska Retail Installment Sales Act which governs the 
Penney C o m p a n y’s retail credit arrangements with its Alaska 
customers. The enclosed materials relate to those 
amendments. They include, with respect to Section 10:

1) A  chart titled "Alaska Retail Credit Grantors - 
Current Service, Delinquency and Dishonored Check Charges;"

2) A  paper titled "The Case for Late Pees for Alaska 
Retail Credit Grantors;"

3 j A  chart titled, "Retail Credit (2 Party) - Maximum 
Late Payment Fee Authorized; and

4) A  map titled "Retail Credit (2 Party) - States That 
Authorize Late Payment Fee."

T h e y  also include, with respect to Section 11:

A) A  chart titled "Retail Credit Service Charges - 
G overnment Imposed Rate Ceilings;"

B) A  chart titled "Retail Revolving credit (2 Party) - 
Open Competitive Credit Market States;" and

C) Portions of a report titled "The Economic Impacts 
of Revolving Credit Regulation in Wisconsin, April 1995, 
including pages 30-32, and Appendix C, Table 2, and Table 3 
which are referred to in those pages of the report and the 
bibliography of the repcrt. This report, which was prepared

Government Relation* Tde$*vnr 44t-Z796 F*c (&1B) 441-1825
J. C. Penney Company, Ina. 1201 K St red, Suite 1950, Sacramento, California 36flH
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Mr. George Dozier
Alaska House Committee on Labor and ccuuarce 
January 22, 1996 
Page 2
for Governor Tommy Thompson and the Wisconsin Legislature 
and will be used to support o f  legislation w i t h  the same 
intent as Section 11 of H.B. 319 which will b e  introduced in 
the current session of the Wisconsin legislature. In o r 
experience the conclusions in the "Merchant Credit* section 
of that report are as relevant to Alaska as they are to 
Wisconsin.

Your assistance in distributing these materials to the 
committee members for their consideration is appreciated.

Sincerely yours,

John H. Andrew
Senior Government Relations Counsel

E n c l o s u r e s

cc: Jerry Reinwand ( w / e n c l . )
William J. Doss 
Fred C. Lugar 
Susan Walters Biz£

H
U
tl

[JCpenney, Anchorage]



A LA SKA  RE T A IL  C R E D IT  G R A N T O R S  
C U R R E N T  S E R V IC E , D E L IN Q U E N C Y  A N D  D IS H O N O R E D  C H E C K  C H A R G E S

RETAILER
STATE LAW
GOVERNING
ACCOUNTS

r
LEGAL 8ERVICE 
CHARGE RATE

SERVICE 
CHARGE RATE 
IN ALASKA

DELINQUENCY 
CHARGE 
IN ALASKA

DISHONOREO 
CHECK CHARGE 
IN ALASKA

Chavron Alaska •13% to $1 ,000 ; 
10%% above

18% to $1 ,000 ; 
8% above

Firestone Oliio 28% 21.84% -O- -O-
Laments OWo 26% 19.8% $10 $10
Fred Mayer South Dakota No statutory rate 

limit
22.44% Lesse r o f $10 o r 

5%  o f missed 
payment

$15

Nordstrom Colorado 21% 16% to $1 ,000 ; 
variable above

$10 $10

JCPannay Alaska 1(1% to $1 ,000 ; 
10%% above

18% to $1 ,000 ; 
7.92%  above

-O - $10

Radio 8hack Tennessee 24% 22.3% $16 $10
8aara Arizona No statutory rate 

limit
21% -0- $10

Taxaoo Nebraska No statutory rate 
limit

21% Lesse r o f $ 6  o r 5% 
o f m issed payment

$1«

Zales A laska 10% to $1 ,000 ; 
10%% above

16% to $1 ,000 ; 
8%  above

-0- -0-

Tha Information In tiria chart la baaed upon orcdlt applloaUona odlaotad In 1 DM and IMS.

January 2 2 ,1 9 9 6
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T H E  C A S E  F O R  L A T E  F E E S  F O R  A L A S K A  R E T A IL  C R E O fT  G R A N T O R S  

B A C K G R O U N D  F O R  A L A S K A  H O U S E  B IL L  N O . 3 1 9

A  " l a t e  f o e ” o r  " d e l in q u e n c y  c h a r g e ” i s  a  f e e  i m p o s e d  b y  a  c r e d i t  g r a n t o r  o n  a n  
o v e r d u e  a o o o u n t  R e ta i l  c r e d i t  c u s t o m e r s  w h o  faD  t o  r e m i t  t h e i r  m o n th ly  
m in im u m  p a y m e n t  b y  t h e  a g r e e d  d u e  d a t e  c a u s e  t h e  r e t a i l e r  t o  i n c u r  a d d i t i o n a l  
c o s t s  in  a t t e m p t i n g  t o  c o l l e c t  t h e  p a s t  d u e  a c c o u n t s .  T h e s e  c o l l e c t i o n  c o s t a  a r e  
in  a d d i t i o n  t o  t h e  n o r m a l  c o s t s  i n c u r r e d  in  e x t e n d i n g  c r e d i t  a n d  s e r v i c i n g  t h e  
c r e d i t  c u s t o m e r .  ( O n e  r e t a i l  c r e d i t  g r a n t o r  o p e r a t i n g  u n d e r  A l a s k a  l a w  
e s t i m a t e s  t h o s e  c o s t s  t o  a v e r a g e  a p p r o x im a te ly  $ 7 .8 0 ) .  T h e s e  a d d i t i o n a l  c o s t s ,  
i f  n o t  r e c o u p e d  b y  t h e  c r e d i t  g r a n t o r ,  m a y  s h o w  j p  in  h i g h e r  m e r c h a n d i s e  
p r i c e s ,  m e a n in g  t h a t  c a s h  c u s t o m e r s  a n d  t h o s e  w h o  p r o p e r l y  m a k e  t h e i r  
p a y m e n t s  p r o v i d e  a  s u b s i d y  t o  t h o s e  w h o  d o n ' t  a d h e r e  t o  a g r e e d  p a y m e n t  
t e r m s .  B e s i d e s  a l l o w in g  t h e  r e t a i l e r  t o  o f f s e t  t h e  a o  J t i o n a l  c o s t s  i n c u r r e d ,  l a t e  
p a y m e n t  f e e s  a l s o  p r o v id e  a n  i n c e n t i v e  f o r  t h e  c u s t o m e r  n o t  t o  m i s s  t h e  
p i r  T T tent in  t h e  f i r s t  p l a c e .

T h e  b e s t  p u b l ic  p o l i c y  r e s p o n s e  t o  t h i s  s i t u a t io n  i s  t o  a l lo w  r e t a i l e r s  t o  a s s e s s  a  
l a t e  p a y m e n t  f e e  o n  d e l i n q u e n t  c r e d i t  c u s t o m e r s  a t  a n  a m o u n t  w h ic h  
e n c o u r a g e s  t h e  c u s t o m e r  t o  m a k e  t im e ly  p a y m e n t  a n d  e n a b l e s  t h e  r e t a i l e r  t o  
r e c o v e r  t h e  a d d i t i o n a l  c o s t s  w h ic h  i t  i n c u r s  w h e n  t h e  c u s t o m e r  d o e s  n o t  d o  s o .  
T h u s  t h e  A la s k a  R e ta i l  I n s t a l lm e n t  S a l e s  A c t  (R IS A ) h a s ,  s i n c e  i t s  e n a c t m e n t  in  
1 9 6 2 ,  a u t h o r i z e d  r e a s o n a b l e  l a t e  f e e s  o n  r e t a i l  i n s t a l l m e n t  c o n t r a c t s ; t h a t  i s ,  
c l o s e d - e n d  ( s in g le  p u r c h a s e )  c r e d i t  c o n t r a c t s .  H o w e v e r ,  u n l ik e  t h e  l a w  in  o v e r  
t h r e e - q u a r t e r s  o f  t h e  s t a t e s  in  t h e  c o u n t r y ,  t h e  A l a s k a  a c t  i s  s i l e n t  w i th  r e s p e c t  
t o  t h e  im p o s i t io n  o f  l a t e  f e e s  o n  t h e  n o w - p r e v a l e n t  r e v o lv in g  c r e d i t  a c c o u n t s .

U n d e r  f e d e r a l  l a w ,  s o m e  c r e d i t  g r a n t o r s  c a n  a n d  d o  c h a r g e  l a t e  f e e s  o n  r e t a i l  
c h a r g e  a g r e e m e n t s .  S u c h  r e t a i l e r s  e x t e n d  c r e d i t  t h n  u g h  a  f e d e r a l l y - c h a r t e r e d  
" c r e d i t  c a r d  b a n k ”  o r  t h r o u g h  a  n a t io n a l  o r  s t a t e  b a n  \  l o c a t e d  in  a n o t h e r  s t a t e  
u n d e r  w h o s e  l a w s  t h e y  c a n  le g a l ly  i m p o s e  l a t e  c h a r g e  ) o n  d e l i n q u e n t  a c c o u n t s  
in  A la s k a .  S e v e r a l  s u c h  r e t a i l e r s  a r e  c u r r e n t l y  im p<  s in g  l a t a  f e e s  o n  A la s k a  
r e s i d e n t  c u s t o m e r s .  T h is  p u t s  r e t a i l e r s  o p e r a t i n g  u n d e r  t h e  A l a s k a  R IS A  a t  a  
c o m p e t i t i v e  disadvantage b e c a u s e  c u s t o m e r s  wHI f i r s t  p a y  t h o s e  b i l l s  w i th  a  
l a t e  f e e .  A s  a  r e s u l t ,  t h e  b i l ls  f r o m  r e t a i l e r s  o p e r a t i n g  u n d e r  A l a s k a  l a w  g o  t o  
t h e  b o t to m  o f  t h e  s t a c k  a n d  t h o s e  f r o m  o u t - o f s t a t e  c r e d i t o r  s  g e t  p a i d  f i r s t .

P R O P O S E D  L E G IS L A T IO N  -  A L A S K A  H O U S E  B IL L  N O . 3 1 9

T h e  p r o p o s e d  l e g i s l a t i o n ,  H o u s e  BUI N o . 3 1 9 ,  w o u l d  ( in  S e c t i o n  1 0 )  c o r r e c t  t h e  
c u r r e n t  in e q u i ty  in  t h e  A l a s k a  R e ta i l  I n s t a l lm e n t  S a l e s  A c t  b y  a f o w i n g  t h e  
im p o s i t io n  o f  a  r e a s o n a b l e  d e l i n q u e n c y  f e e  n o t  o n ly  w h e n  a  p a y m e n t  o n  a  r e t a i l  
i n s t a l lm e n t  c o n t r a c t  i s  l a t e ,  b u t  a l s o  w h e n  a  p a y m e n t  o n  m r e t a i l  c h a r g e  
a g r e e m e n t  i s  l a t e .  H o u s e  Bill N o . 3 1 9  r e s t o r e s  f a i r n e s s  t o  c r e d i t o r s  o p e r a t i n g  
u n d e r  A l a s k a 's  l a w  a n d  t h e  v a s t  m a jo r i ty  o f  c r e d i t  a c c o u n t t i o l d e r s  w.*«o p a y  t h e i r  
b i l l s  o n  t im e  a n d  s h o u l d  n o t  b e  r e q u i r e d  t o  s u b s i d i z e  t h o s e  w h o  d o  n o t
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? t ^ e Maximum Late P avm ent F ee  Authorized

Arizona Not to e x ce ed  $5.00 for installment less  than  $25.00, $10.00 for over $25.00.
\ rk an sas No statutory limit. Must equal that a s s e s s e d  in a t least one  other s ta te

California Not to ex ce ed  $10 .00
Colorado Not to ex ce ed  $15.00
Connecticut Lesser of 5*/< of monthly paym ent or $10 .00
District of Columbia Not to ex ce ed  $10 .00
Florida Not to exceed  $10-00
Georgia Maximum of $10 .00
Hawaii Lesser of 5% of monthty paym ent or $50 .00
Idaho G reater of 5% of paym ent or $5.00
Illinois Not to ex ce ed  $10 .00
Indiana Not to e x ce ed  $ 1 5 .00  adjusted yearly
Iowa Not to exceed  $10 .00
K ansas Not to ex ce ed  $10 .00  or 5% of monthly p aym en t with a  $25.00 maximum 

$5.00 for installment less  than $25.00, $10 .00  for over $25.00.
Kentucky Ceiling unspecified
Louisiana Parity with late fe e s  being exported into s ta te  by out of s ta te  banks
Maine Lesser of $ 1 0 .00  or 5% of delinquent installment
Maryland No statutory limit
M assachuse tts Not to 9 x ceed  the le sse r  of 10% of ba lance  or $10 .00
Michigan No statutory limit
M innesota Equal to  fee  permitted by National Banks und er  MN law (greater of 5%  or $5.00)
Mississippi Maximum of $10 .00
Missouri Not to e x ce ed  $5 .00  for installments less  then  $25.00, $10.00 for installments over
Montana Lesser of 5%  of monthly paym ent or $15 .00
N ebraska The grea te r  of 5%  of installment or $5.00
N evada Agreed upon am ount, no statutory limit
New H ampshire Agreed upon am o u n t
New Je rsey Not to e x ce ed  $10 .00
New York Agreed upon am ount, no statutory limit
North Carolina $5.00 on b a la n c e  of less  then 5100.00 an d  $10 .00  on balance of $100  o r  g rea te r
Ohio Lesser of 5%  of monthly paym ent or $3.00
Oklahom a Greater ot 5 %  of th e  monthly paym ent or $12 .50
Oregon No Statutory limit o the r  then the charge  b e  rea so n ab le
Pennsylvania Not to e x c e e d  $12 .00
R hode Island Not to e x c e e d  $12 .00
South Carolina 5% ot paym ent not to exceed  $10.00 or 40%  of $10.00
South Dakota Agreed upon am o u n t
T e n n e s s e e Ceiling unspecified
T exas Not to e x ce ed  $10 .00
Utah G reater of 5%  of monthly payment or $20.00
Virginia Agreed upon am oun t
Washington No statutory limit o ther than am ount m ust b e  reasonab le
W est Virginia Lesser of 5%  of monthly paym ent or $5 .00
Wisconsin Not to e x c e e d  of $10 .00

Not intended as legal advise, opinion of local counsel should be obtained

1 0 / 1 0 / 9 5



R e t a i l  C r e d i t  ( 2  P a r t y )

S t a t e s  T h a t  A u t h o r i z e  L a t e  P a y m e n t  F e e

Late payment fee permitted
•

Late fee of $10.00 or 
grealer permitted

. . t
... V. .. No iate tee authorized

If2

12/4/95
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RETAIL CREDIT SERVICE CHARGES 
GOVERNMENT-IMPOSED RATE CEILINGS

STATE ANNUAL RATE CEIUMG
1. Arizona Competitive Market Rata (No OmamnMnl-hipoud 

Ceifing)
2. CaMomia Competitive Market Rata9. Connecticut Competitive Markat Reta4. Dataware Competitive Market Reta
5. Idaho CoaipaUttva Markat Rata6. Illinois CoanpatithM Markat Rata
7. Kentucky Competitive Markat Reta
9. Main* Competitive Market Rata
0. Montana Competitive Markat Rata
10. Nevada Competitive Markat Rata11. NewHampehira Competitive Markat Rata
12. New Jersey Competitive Markat Reta18. Naw Mexico Competitive Markat Rata14. NawYork Competitive Marked Rata15. North Dakota Competitive MarhatRate
19. Oration Competitive Market Rata
17. Rhode Island Cr.̂ patitiva Market Rat*19. Couth OaraMna Competitive Market Rat*19. South Dakota Competitive Market Rat*
20. Utah Competitive Market Rata21. Virginia Compatitiv* Market Rat*22. Washington Competitive Market Rat*
29. Florida Parity [highest rate Imported Into state by out-of- etatebank)24. Louieiana Parity23. Ohio 25%23. Hawaii 24%
27. Maryland 24%
29. Colorado 21%29. Gaorgia 21%90. Indiana 21%91. Mlaaiaalppi 21%92. Oklahoma 21%33. Tannaaa** 21%S4. Vermont 21%15. Wyoming 21%33. Tana Parity (with maximum of 21 %)97. North Carolina 21% on krai $900 of batanca, 18% on remaining balance38. Alabama 21% on feral $7SO at balance, 18% on remaining balance39. Kansa* 21% on fret $1,000 of balance, 14.4% on remaining40. Nabraaka 21% on Mrat $500 of balance, 19% on remaining41. tfichigan 20.4%42. Mmaouri 20.04%43. Iowa 19.9%44. Maaaachuaatta 19%45. Minnesota 18%49. Panneyt vania 18%47. Wart Virginia 19%49. Wiaoonain 18%43. Alaska 1$%on first $1,000 of balance, 6% plus the Federal Discount Rale (currently &%%) on remaining balanceSO. Arkansas S% piue th* Federal Discount Rat* (currently S%%) [Constitutional provision]

Note: Legislation which wouM rtmov* govemaMnt-impoaed re la oatkng* J* iitrinfly pending hi AImIu, tadtena and Missouri.
102/M



RETAIL REVOLVING CREDIT (2  PARTY)

OPEN COMPETITIVE CREDIT MARKET STATES 
(NO STATUTORY FINANCE CHARGE RATE CEILING)

ARIZONA

CALIFORNIA
CONNECTICUT

D E L A W A R E

ID A H O

ILLINOIS
K E N T U C K Y

MAINE
MONTANA

NEVADA

NEW HAMPSHIRE 

NEW JERSEY 

NEW MEXICO 

NEW YORK 

NORTH DAKOTA 

OREGON 

RHODE ISLAND 

SOUTH CAROLINA 

80UTH DAKOTA 
UTAH 
VIRGINIA 

WASHINGTON

"PARITY" STATES"

(IN-STATE RETAILERS MAY USE HIGHEST RATE 
BEING IMFORTED INTO STATE BY OUT-OF-STATE BANKS)

FLORIDA
LOUISIANA

Note: Legislation which would ramove govemment-impoaad rats oeBlngs to currently 
pending in Alaska, Indiana and Missouri. 1/22/96
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T h e  E c o n o m i c  I m p a c t s  o f  R e v o l v i n g  C r e d i t  
R e g u l a t i o n  i n  W i s c o n s i n

A p r i l  1 9 9 5

J a m e s  M .  J o h a n n e s  
P r o f e s s o r  a n d  C h a i r  

D e p a r t m e n t  o f  F i n a n c e ,  I n v e s t m e n t  &  B a n k i n g
S c h o o l  o f  B u s i n e s s  

U n i v e r s i t y  o f  W i s c o n s i n - M a d i s o n
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A ppendix  C

G o v ern m en t an d  A cadem ic S tud ies  o f U su ry  L aw s: S am p le  C onclusions

"In general, various em pirical studies on consum er credit and m ortgages support 
the idea that when usury ceilings are binding fee volum e o f  loans declines, lenders 
try to upgrade quality to the detrim ent o f  low er incom e individuals and noninterest 
methods o f com pensation increasingly arc employed-" (Jam es V an H orne, F in an c ia l 
M arket R ates an d  F low s, p . 222).

"Interest rates have alw ays been an object o f  suspicion. N o longer is lending at 
in terest a crime but in m ost place a m axim um  rale is act b y  law . Unfortunately, 
the ceiling is often far below  what w ould be set by the com petitive supply and 
dem and market after account is taken o f  riskiness and  adm inistrative expense 
connected with small loans. The result? Funds dry up. The cheap m oney you 
c an ’t get does you little good. Veterans w ho tried to get m ortgages learned this in 
the 1950’s. College students trying to get tuition lo an s..lea rn ed  this in the 1960’s 
and 1970's." (Paul Sam uelson, Econom ics, 11th ed., p . 370)

"W e have learned too siow ly and painfully that while governm ent interest rate 
ceilings may hold down the cost o f a loan, they frequently result in a  custom er’s 
getting no loan at all." (Peter S. Rose, M oney a n d  C a p ita l M arkets , p . 360).

"A significant finding by  this governm ent sponsored study (jR eport o f  the N ational 
Com m ission on C onsum er F in an ce, 1972) is feat ’s tite  legislation especially has 
tended to restrain com petition and unnecessarily segm ent the consum er credit 
m arket’...the com m ission studied num erous other aspects o f  consum er lending in 
term s o f their overall effect o n  the public. G enerally, the legislation (such as usury 
laws) which seeks one im provem ent produces undesirable side effects such as 
reduced credit availability o r serv ice ..Jn  addition to  advocating fee repeal of 
restrictive state legislation the com m ission recom m ended im proving consum er 
know ledge and industry com petition." (Robert Edm ister, F in an c ia l Institu tions, 
M arkets and M anagem ent, pp. 262-3)

"Nevertheless, a num ber o f states have succeeded in liberalizing their usury laws, 
in som e cases tying the ceiling rate to a  m arket rate. How ever, other states have 
encountered serious difficulties in obtaining revision, and  their cocisumersJiaye^ 
suffered as a consequence." (Econom ic P erspectives, T ed era i Reserve Bank of 
C hicago  S ep t/O cri 980, p. 17)
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Table 2

Cihsl and MevviiiK' Kalins far Seli'dcil Types nf Hunk Credit, W I'

Jit Ml Credit t 'ard Iitslulliiiitit Real estate 
uuirgliige

Commercial 
und oilier 1

• l*trcenl nf 
outslundlng 
balances1

Percentage
distribution

Percent uf 
outstanding 
bulunces1

Percentage
distribution

Percent of 
o irtlundlng 
balances1

Percentage
distribution

Percent of 
•ul standing 
balances'

Percentage
distribution

Revenue .
Interest 14.9 57 11.5 •97 10.2 95 10.0 97
Noninterest’ n.o 42 .4 3 .5 5 .3 3

Tutu)'Revenue 26.11 100 11.9 10(1 10.7 inn 10.3 100

Cost
Operating 13.1 57 3.4 33 1.4 18 2.1 23
Credit losses 3.5 15 .7 7 .3 4 .8 9
Cusl of funds 6.2 27 6.1 60 6.3 79 6.2 68

Total Cusl 22.8 100 10.3 100 8.0 100 9.1 100

Net eurnitigs before 
taxes

3.1 ■ti 1.7 ... 2.7 ... 1.1

]. Daia reflect averages of coal and revenue categories weighted by average outstanding balances for lluce size groups presented ki the 1991 National
Average Repor'. Components muy not sumc to totals because of rounding.

2, Outstanding balances arc average amount.1) outstanding for the year.
3, For ircdil cards, includes merchant discounts, and penally and cash advance fees.

Source: Federal Reserve Uullelhi, September 1992
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T ab le  3

K  i.H-'l-’

)
C ost and  R evenue R atios fo r  M erch an t P rov ided  C re d it  1992

R evenue

Interest
Noninterest

Total

P e rcen t o f O u ts tan d in g s

15.10 .

15.10

P e rc en t C o n trib u tio n

100

100

C ost

Operating 
Credit Losses 
Cost of Funds 

Total

7.28
3.45
6.94
17.67

41
20
39
100

)
Net Earnings before taxes -251

Source: Ray McAlister, ’’C onsum er Credit: An Introduction,” University of North Texas
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VI. M erchant C redit

This study, like many others, has focused primarily on the bankcard market. Another 
significant player in the revolving credit market is retail stores. Retail open-end credit, or 
"merchant credit,” is different than bankcard credit.

As Tible 5 illustrates, retail credit accounts for about 19% of all outstanding open-end credit, 
but 48% of all outstanding open-end accounts. The penetration of retail accounts in this 
market anests to the importance of availability of open end credit to consumers and 
merchants. One reason 48% of the accounts make up only 19% of the outstanding balances 
is that balances carried on retail credit cards are typically much smaller. GE Capital, for 
example, reports average outstanding balances on retail credit it issues for firms Idee 
Montgomery Ward, Casual Comer and American TV of about $230. A recent study by 
Professor Ray McAlister at the University of North Texas [8] reports that over 80% of retail 
customers sampled in California had outstanding balances less than $200.

As mentioned in Section n, there axe several significant differences between bankcard and 
retail card revenues and expenses. Tables 2 and 3 show that retailers receive litde fee income 
and rely primarily, if not exclusively, on finance charges for revenue. They also show that on 
the expef.se side, interest expense is typically higher than it is on hmkeards because retailers 
must borrow -rroney from banks- 

•

Less revenue aid higher expenses imply that retailers have a very difficult time running 
profitable credit operations when all they can charge is 18%. Unprofitable operations create 
three problems. The first is that merchants attempt to recover losses on credit operations not 
by charging higher fees but by charging higher prices. The problem this creates is that all 
purchasers, not just credit users, pay the higher prices. As a result, cash payers subsidize 
credit users. This phenomenon is well-known as the last quote in Appendix C from a Federal 
Reserve Studv of Retail Credit attests.

30



The second problem is that this can put local merchants at a serious competitive disadvantage 
when they, because of usury ceilings, cannot charge the market clearing rate for retail open- 
end credit. lc\ this situation, local merchants must raise prices tc cover credit losses such as 
those illustrated in Table 3. National merchants, who import races from National Banks they 
have set up in other States, charge market lllaring rates at which their credit programs are 

' profitable. Because the credit operations of those national merchants at least break even at 
the higher rates, they do not have to charge higher prices to recover losses on credit 
operations. Hence their prices are Lower and pm them at a competitive advantage over local 
merchants.

A third problem usury limits create for merchants is that merchants abandon in house credit 
in favor of bankcards and thereby lose an important tool to create customer allegiance'. In the 
process consumers lose a local source of credit,

Tib lc 18 illustrates the fact that many national chains operating in Wisconsin are currently . 
'mportlng these higher rates through their banking affiliates. This raises an important issue.

1 merchants who do not want tc play this cash price subsidy game can always contract 
with u national bank to offer credit from a neighboring state. The problem with this is that it 
results in the expon of credit operations and jobs to neighboring states, consumers are denied 
access to local credit, and local residents just end ur paying the higher rate anyway. As 
interest rates in the economy are again rising, several banks have indeed positioned 
themselves to provide these credit services from states wher, finance charges are deregulated. 
Househoi ’ Bank. Illinois, for example, issues these "private label” cards for companies like 
Builders Square. GE Credit issues Home Depot private label cards through its affiliate 
Monogram Bank in Georgia. The list of merchants they provide credit for in regulated States 
is growing.

Like the bankcard discussion above, however, it is important to consider two issues. Is there 
enough competition in retail credit to ensure that consumers will pty a fair price for retail 
credit, and. what has the experience been on the retail side when retail rate* are deregulated?

JhN 23 '9b 12:13 FR JCP GOUT RELPT1 CMS 9164411626 TO 1907^652019 P.15--17
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The answer to the first question is that most merchants accept bankcards as well. If die 
merchant’s rate is not competitive, consumers will just use bankcards to purchase goods, 

y This is true of many major retailers like Penncy’s, Sears. Goodyear, Marshall Field’s,
Limited, etc. In other words, for the most part, this market is just as competitive as the 
bankcard market because they are typically one and the same market

As for experience with deregulation, a recent study by McAlister [8] found that two years 
after Washington deregulated open end credit in 1992, nearly 75% of retailers had not 
changed their finance charge even chough State Law allowed them to do so. Indeed only one 
of the largest eight companies raised its finance rate. This evidence is entirely consistent with 
the view that competition dictates the finance charges on revolving credit, not State Statutes.
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H .  L e e  R o w e l l

Vico President 
Director
Government Attairs

Avco
Financial
Services.

February 20, 1996

The Honorable Mark Hanley 
Co-Chairman, House Finance Committee 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, AK 99801-1182

Re: HB-319 and SB-157

Dear Co-Chairman Hanley:

Avco Financial Services, who is headquartered in Costa Mesa, California but has an operating 
branch located in Anchorage, supports HB-319 and SB-157. These bills make certain positive 
changes by updating the Alaskan Statutes that affect small loans and retail installment 
transactions. If passed into law, these bills will help both the industry and the consumer. Their 
passage will also allow further expansion of our services within the State of Alaska.

I want to thank you and the members of the Finance Committee for considering these bills and 
would like to urge their passage.

Sincerely

H. Lee Rowell

HLR:cb
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Date Referred: April 22, 1995 

Date of Committee Action: _J_

The LABOR AND COMMERCE Committee considered: ■ HB 319

HOUSE BELL NO. 319 SMALL LOANS & RETAIL INSTALLMENT SALES

"An Act relating to the regulation of small loan and retain installment transactions."
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