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S B  157 & HD 319 y ( ' ' '

P u rpose: T o  modernize and up date the A la ska  Sm all Loan Act. Expand the 

ava ilab ility  o f  credit to the A laska  consumer. A llo w  A laska  based lenders to compete 

with out-of-state lenders who import interest rate structures from their home states 

into A la ska .

R c i i l i l l  T o  create and retain jobs in A la ska 's  financial industry. To  provide mere local 

financing to rural com munities. Provide credit to a broader base o f A laskan consumers 

who other w ise  might not have access to the credit they deserve.

Example: Monogram Hank of Georgia currently provides financing for customers at many Audio / 
Video dealerships in Alaska. Lets say the dealer runs a 12 month no payments, no interest financing 
special program for their customers. The dealer is charged, and must pay 2.5% to the Georgia Bank 
on every item that is sold, and financed under the special program. IE : Dealer sells a big screen T.V . 
for S4000. Dealer v/ill receive a check for S3900 from the Georgia Bank. The dealer must pay 
SI 00.00 to the Georgia bank for the use of the special program. The Interest rate the customer will 
pay later if they do not pay off the contract during the special financing program is 21.84% with the 
Georgia Bank.

\laskan lenders offer similar special financing programs. However, the cost to the dcder is 10.5%. 
Dealer scP; a big screen T .V . for $4000. Dealer will receive a check for $3580 from the Alaskan 
lender, flic dealer must pay $420.00 to the Alaskan lender for the use of the special financing 
program. Interest rate the customer will pay later if they do not pay off tho contract during the special 
financing program is approx. 12.9% with the Alaskan Lender.

Georgia can import ;t‘ s rate structure!21.84%) into Alaska. The Georgia bank charges a lower 
discount to the dealer ship for these special financing programs. The dealer chooses to do business 
with the out-of-state lender as it is clearly more profitable. The Alaska lender can not match the 2.5* * 
discount structure given to the dealer by the Georgia bank due to Alaska’s more restrictive rate 
structure (12.9%).

In the above scenario the retail dealer does not even have the Alaskan lenders applications on the 
counter. The dealer ship docs not want the customer to do their financing through Alaskan lenders 
because the Alaskan lenders cost the dcaJer more money.
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IN THE LEGISLATURE OF THE ST ATI; OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION 

BV THE SENATE LABOR AND COMMERCE COMMITTEE

Offered: VIT>6 
Rrfcrrrd: I i nance

SponvorU): SENATE LABOR AM) COMMERCE COMMITTEE BV REQUEST
A B IL L

FOR AN ACT EN T ITLED

1 "An Act rclutlnn lo the regulation of small loan and retail installment

2 transactions." & * > a //o s w * t//r tj <?*) ssn sm < //4 & *  e ra * 4 i,

3 BE IT  ENACTED BY TH E LEG ISLA TU R E  OF TH E  STA TE  OF ALASKA :

• Section 1. AS 06.20.030(a) is amended to read:

(a) Investigation expenses incurred by the department in processing an 

application for licensure shall be charged to and paid by the applicant under 

AS 06 01.010. At the time of submitting the application to the commissioner, the 

applicant shall pay to the department SLOOP |S400) in partial payment of those 

investigation expenses incurred by the department. (IF H IE  INVESTIGATION 

EXPENSES INCURRED BY TH E DEPARTMENT DO NOT EXCEED  $400. H IE  

REMAINDER SHALL BE PROMPTLY REFUNDED TO TH E APPLICANT.)

• See. 2. AS 06.20.030(h) is amended to read

(b) An applicant shall pay lo the department ut the lime of submitting an 

application a sum. in addition to that specified in (a) of this section, of S5QQ for a

S H 0 I 5 7 H • I . CSSB l57 (L A O
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singly office license. or $2.000 for n multiple office license |S200| as an annual 

license fee for a period terminating on the last day of the current calendar year. [IF 

THE APPLICATION IS FILED  AFTER JUNE 30. THE ADDITIONAL SUM IS 

SI 00.)

• See. 3. AS 06.20.040 is amended to read:

See. 06.20.040. LIQUID ASSETS REQUIRED. An applicant shall prove, in 

form satisfactory to the department, that the applicant has available for the operation 

of the business at the location specified in the application, liquid assets of at least 

$25.000. or. in the easy of fl multiple office license, that the equivalent amount h  
available to each office from a central account _ronintainr_<l_by_thc applicant 

[S20.000].

• Sec. 4. AS 06.20.050 is amended to read:

See. 06.20.050. BOND. The applicant shall file with the application a bond 

to he approved by the department in which the applicant shall be the obligor, in the 

sum of $25.000 (S5.000J with one or mute sureties. Only one bond is required for 

an application for a multiple office license. 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 provisions of this chapter and of all regulations lawfully adopted by the 

department, and will pay lo the stale and to any person all money that may become 

due or owing to the state or to the person from the applicant under this chapter.

• See. 5. AS 06.20.060 is amended to read:

See. 06.20.060. ISSUANCE OF LICEN SE. Upon the filing of the application, 

live payment of the fees and the approval of the bond, the department shall issue a 

license to the applicant if it finds upon investigation that ( I)  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 it the applicant is a corporation, arc such as to command the confidence of 

the community and to warrant belief that the business w ilt be operated honestly, fairly, 

and efficiently within the purposes of this chapter, and (2) allowing the applicant to 

engage in business at the locution will provide accessibility and [PROMOTE THF.J

GSSII 1 5 7 ( 1 4 0 4*
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convenience for borrowers of money [AND ADVANTAGE OF THE COMMUNITY 

IN WHICH TH E BUSINESS IS TO BE CONDUCTED], and (3) the applicant has 

available for the operation of the business at the specific location liquid assets of at 

least $25.000. or. in the case of a multiply office license, that the equivalent 

amount is available to each office from a central account maintained bv the 

applicant [S20.000]. The foregoing facts arc conditions precedent to the issuance of 

a license under this chapter. The license permits the applicant to make loans in 

accordance with this chapter at the location or locations 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 department denies the application, it shall notify the 

applicant of the denial, bill the applicant for any outstanding expenses incurred by the 

department during the investigation and return the bond if tho>c expenses have been 

paid. The department shall approve or deny every application for license within 60 

days from the filing of the application with the fees and the approved bond. II the 

application is denied, the department shall, within 20 days thereafter, serve upon the 

applicant a copy of the written 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 Act).

• Sec. 6. AS 06.20.090 is amended to read:

See. 06 .2 0 .090 . PLACES O F BU S IN E SS , (a t A licensee may maintain only 
one place o f  business under a sim ile o ffice  (TH E ) license, o r  up to 10 ulaces o f 
business unde r each m u ltip le  o ffice license, flic department may issue more lhan 
one license to the same licensee upon compliance with the provisions o f  this chapter 
governing the orig inal issuance o f  a license.

(b) If a licensee changes the place of business to another location within the 

same municipality, the licensee shall give written notice to the department in advance. 

Upon approval, the department shull issue un amended liccmc for (THE 

DEPARTMENT SH ALL ATTAC11 Tl IE  WRITTEN NOTICE OF 11 IE CHANGE TO 

TH E LICENSE TOGETHER WITH TH E DATE. TH EREAFTER THE LICENSEE 

MAY OPERATE THE BUSINESS UNDER H IE  LICEN SE AT] the new location. 

A licensee may not change the place of business to a location outside the municipality

SH0I57H •3* CSSB 157(1.AC)
r-.f Cn irr I ificJ IPKJ.ITTKD TTJCT UMCKffiDI
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in which the licensee is authorized to do business.

• See. 7. AS 06.20.180 is amended to read:

See. 06.20.180. HOOKS AND RECORDS OF LICEN SEES. Each licensee 

shall keep and use in the licensed premises (BUSINESS] those books, accounts, and 

records that will enable the department lo determine whether the licensee is complying 

with this chapter and with the regulations lawfully adopted by the department under 

this chapter. The maintenance of separate books and records for another business 

authorized by the department under AS 06,20,210 is not required. The method 

of tracking and numbering the loans shall be determined bv the licensee, as Jonu 

as the system enables the department to perform the department’s obligations 

under this title. 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.

• Sec. 8. AS 06.20.240 is amended to read:

See. 06.20.240. LOANS FOR PURPOSE OF OBTAINING HIGHER 

INTEREST. [A LICEN SEE MAY NOT INDUCE OR PERM IT A BORROWER TO 

SPLIT UP OR DIVIDE A LOAN.| A licensee may not induce or permit a person, or 

a husband and wife jointly or severally, to split up or divide a loan or 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 of obtaining a higher rale of interest than 

would otherwise be permitted by AS 06.20.230. However. a licensee mav enter into 

new undifTm-nt loan transactions with the borrower or the borrower’s spouse »t 

a different time m> lonu as the purpose of the additional transaction does not 

violate this section.

• See. 9. AS 06.20.250 is amended by adding new subsections to read:

(d) Loan contracts must provide for substantially eijual payments, and the 

payments must be due at least once a month, with the first payment beginning not later 

than 45 days from the date the loan is made.

(c) If  the incgular payment is confirmed in writing by the borrower, and the 

method of repayment is consistent with the maximum term and annual interest rate 

provided in this chapter, and if a borrower demonstrates sufficient seasonal or

t ' S S H  1 5 7 ( l . & C )

z,y„ t <-«f t’n'tr’r i ! r in a je r tD  r o r r  (uucxrtkxv
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extraordinary income to support repayment of a loan, die loan contrrct may provide 

for irregular payments and first payment loan extensions greater than 45 days from the 

date the loan is made.

• See. 10. AS 06.20.260(a) is amended to read:

(a) A further or other charge or amount for an examination, service, brokerage 

commission, expense, fee. bonus, or other thing may not Ik  directly or indirectly 

charged, contracted for. or received except

( 1) lawful fees actually paid out by the licensee to a public officer for 

filing, recording, or releasing any instrument securing the loan, or premiums payable 

for insurance in lieu of perfecting a security interest if lhc.prvmitims do no! 

exceed the fees that would otherwise normally he incurred for perfecting, filing, 

recording, and releasing the security interest, or for transferring certificate of title 

to a motor vehicle securing the lien or noting a lien on that certificate;

(2) premiums actually paid out for insurance on any one or combination 

of the following: pledged pmjKrty of the borrower, or consumer credit insurance; in 

this paragraph, “consumer credit insurance" has the meaning given in AS 21.57.160;

(3) taxable costs and expenses to which the licensee becomes entitled 

under general law in any court proceedings to collect a loan or to realize on the 

security after default:

(4) for loans of $10.000 or less that arc secured by an jmcrf&Lin 

real estate, reasonable costs and fees paid by a licensee for appraisals, surveys, and 

title insurance or reports ( IFT H E  LOAN IS SECURED BY AN INTEREST IN REA L 

ESTA TE):

(5) for loans over $10.000, whether e m g l secured,.bum intern! 

in real estate, reasonable costs and fees paid by u licensee for appraisals, s u n m , 

lillc .iiisutiukc murcporlSi aud crvdiLrrpurhi

(0) a late payment fee of not more than 10 percent of the payment that 

is due or £25 (S I5). whichever is le s s ;

111 b fcc-Ior dl>li«}Di?rgd .dm i^ -no i-lu  t.xiccd £25 for cadi

dishonored check;

(Ml reasonable attorney fees. mluul.rAittnscs. and i ox h  incurred in

SM I57M •5* CSSB 157(1.AC)
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connection with the collection of_» ddimiucnt debt .or a-.fom,lt)Surt_if-.lhc 

collection or foreclosure is referred to an attorney who is not a salaried employee 

or the licensee and the balance then owinu. on dhv_dd>Lc\cireds.$5,QQih

(9) actual expends and costs incurred in connection .w ith , a

repossession.

* Sec. 11. AS 06.20.287 is amended to read:

Sec. 06.20.287. CREDIT INSURANCE ON OPEN-END LOANS, (a) A 

licensee may obtain consumer credit, credit loss of income, and property insurance on 

open-end loans under this chapter. Tire consumer credit insurance obtained by a licensee 

shall satisfy the requirements of AS 21.57. lire property insurance obtained by a 

licensee shall satisfy the requirements of AS 21.39 and AS 21.42. The licensee shall 

comply with AS 21.36.160 and 21.36.165 during all transactions with borrowers 

involving consumer credit, credit loss of income, and property insurance.

(b) The licensee shall calculate the charge for credit life, credit loss of income. 

or disability insurance in each billing cycle by adding to the unpaid balance in the 

borrower’s account the curtent monthly premium rate for the coverage required at the 

rate set under AS 21.57, using the method specified in the loan agreement for 

determining the unpaid balance.

(c) A licensee may not cancel credit life, credit loss of income, or disability 

insurance obtained for an open-end loan if tire borrower is delinquent in paying the 

monthly installments unless an installment is delinquent for *8) days or longer. The 

licensee shall advance to the insurer amounts necessary to Keep the policy in force until 

the 90-day delinquency period has elapsed, and the borrower’s account may be charged 

lor the amounts advanced to tire insurer.

• See. 12. AS 45.10.070(b) is amended to read:

(b) Except "hen the senicc chanic Is coinpiitctLtm Hn_add_-Qn_Qr_simok 

Interest b a s is , the |T I!E | amount of the refund credit shall he competed according to 

the ’ rule of 7Kths*. that is. it shall represent at least as great a proportion of tlvc original 

service charge over S25 in  case of a retail installment saic of a motor vehicle, or Sit) in 

case of a retail installment sa le s  of goods other than a motor vehicle, as ( I ) tire sum of 

the monthly or other periodic unpaid ba lan ce s  under the chedule of payments in the 

contract beginning as of the dale after tlvr prepayment that |W IIICH| is the next

O K H  15 7 ( 1 4 ( 0
M-y ri-»? i i- w r r - v i ipnurm > tk it  wur*mm/
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succeeding monthly or other periodic anniversary dale or the due date of the first 

installment under the contract, or. if the prepayment is before the due date of the first 

installment under the contract, then as of the date after the prepayment that [WHICH] 

is the next succeeding monthly or other periodic anniversary date of the date of the 

contract bears to (2) the sum of all the monthly or other periodic unpaid balances under 

the schedule of installment payments in the contract.

• See. 13. AS 45.10.080(a) is amended to rend:

(a) If  authority to do so Is contained in the contract or agreement and 

agreed to by the parties, the |THE] holder of a retail installment contract or retail 

charge agreement may [NOT | collect any delinquency [OR) collection or dishonored 

check charges. [Cl IARGE OT1IER Tl IA N | attorney fees, court costs, and disbursements 

[UNLESS THE CONTRACT SO PROVIDES). In this case, the charge must [SHALL) 

be reasonable, and no attorney fee may be recovered unless the contract is referred for 

collection to an attorney not a salaried employee of the holder.

• See. 14. AS 45.10.120 is repealed and reenacted to read:

Sec. 45.10.120. EXTENT OF SERVICE CHARGE, (a) Notwithstanding any 

other law, the service charge included in a retail installment contract, retail charge 

agreement, revolving charge agreement, or other retail charge agreement shall be at the 

rate agreed upon by the retail seller and tin: buyer.

(b) This section does not limit or restrict tire method of computing the service 

charge, whether by way of add-on. simple interest, or otherwise, so long as that method 

is disclosed in the contract and agreed upon by tire retail seller and the buyer.

• See. 15. AS 45.10.220(3) is amended lo read:

(3) "official fees' means the amount of the fees set by law for filing, 

recording, or otherwise perfecting and releasing or satisfying a retained title, lien, or 

other security interest created by a retail installment transaction or premiums navnhle 

fur insurance in lku of perfecting a security in lc io l if lhc.prtrmimiis da.npi sacred 

I lie feta liml " tmld uLbcrv bc uurnmlly be incmntd fur  ircrfrcliiigi rvturdiuiL 

or otherwise perfecting mid releasing or satisfying a retained lltiv. lien, or other 

security Interest.

/•? < /< / c r '/ Z ’c r r c * -  .
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ALASKA RETAIL CREDIT GRANTORS 
CURRENT SERVICE, DELINQUENCY AND DISHONORED CHECK CHARGES

RETAILER

STATE LAW
GOVERNING
ACCOUNTS

LEGAL SERVICE 
CHARGE RATE

SERVICE 
CHARGE RATE 
IN ALASKA

DELINQUENCY 
CHARGE 
IN ALASKA

DIS HONORED 
CHECK CHARGE | 
IN ALASKA

C hevron Alaska 18% to  $1 ,090; 
10%% abo va

18% to 5 1 ,0 0 0 ; 
8% abo ve *

Fires tone Ohio 25% 21.84% -0. -0-

Lam onts Ohio 25% 19.8% $10 $10
Fred  Moyor South  D akota No s ta tu to ry  ra te  

limit
22.44% L esso r  of $10 o r  

5% of m issed  
paym ent

$15

N ordstrom C olo rado 21% 18% to  5 1 ,0 0 0 ; 
variab le  abo ve

$10 $10

JC P e n n e y Alaska 18% to ^1 ,000; 
10%% abovo

18% to $1,000; 
7.92% abovo

•0- 5 1 0
i

Radio Shack T e n n e s s e e 24% 22.3% 515 $10
S e a r s Arizona No s ta tu to ry  ra ta  

limit
21% -0- $10

T exaco
•

N e b ra sk a No o ta tu to ry  ra te  
limit

21% L esso r  of $5 o r  5% 
of m issed  paym ont

$15

Zalos A laska 18% to 5 1 ,0 0 0 ; 
10%% abovo

18% to $1,000; 
6% abovo

-0- .0.
h
i

Tfta informctiCT in thl* ch»M !• b»««d upon cr«d!1 tnpllcalton* co4l*ct»4 >n 1994 and 1995.

J a n u a r y  2 2 ,1 9 9 8



TH E C A SE  FOR LA TE F E E S  FOR / .LA SKA  R ETA IL  C R ED IT  GRAN TO RS 

BACK_GRQyND_EQH ALASKA SENATE BILL NO. 157

A "late foo" or "delinquency chargo" is a fee Imposed by a cred it grantor on on 
overdue account. Retail cred it custom ers who fail to remit their monthly 
minimum payment by the agrood due date causo the retailor to incur additional 
costs in attempting to co llect the post duo aocounts. Those co llod ion  coats ar o 
in addition to the normal costs incurred in oxtonding credit and servicing  Lno 
cred it custom er. (One rotail credit grantor operating under A laska  law 
eatimatos thooo cosLs to nverago approximately $7.00). These additional costs, 
if not recouped by the credit grantor, may show up In higher morchondiso 
p rice s , moaning that cash custom ers and those who properly mako thoir 
payments provide a subsidy to those who don’t adhcro to agreed payment 
torm s. Besides allowing tho reta iler to offset tho additional costG incurred , lato 
payment fees also provide an inrentivo for the custom er not to m iss tho 
payment in tho first p lace.

Tho best public policy response lo this situation is to allow retailo rs to a sse ss  a 
late ptym enl fee on delinquent crodit customora nt on amount which 
encouragos tho customer to mako timely payment and enables the retailo r to 
rocovor the odditiona! coots which it incurs when tho customer dC93 not do so. 
Thus the A laska Rotail Installment Sa les Act (RISA) has, 3incc ’ts enactm ent in 
1962, authorizod reasonable late foos on retail installment contracts; that is, 
closed-end (3inglo purchaso) credit contracts. Howovor, unlike tho law  in over 
three-quarters of tho ctatos In the country, tiro A laska act is silent with rcspoct 
to the imposition of lato foos on the now-pievalont rovolving credit accounts.

Undor fodoral law , some cred it grantors can and do charge Into foos on rotail 
charge agreem ents. Such retailo rs extend crodit through a fedorally-chariored 
"cred it card bank" or through a national or ctato bank located in another state 
undor whose law s they can legally impose lato chargos on delinquent accounts 
In A laska . Severa l auch rotailors aro currently imposing iato foos on A laska 
rosidont custom ors. This puts retailors operating under tho A laska RISA at a 
compoUtive disadvantage because custom ers will first pay thoie bills with a 
late fee. As a result, tiro bills from reta ile rs operating under A laska law  go to 
tho bottom of tho stack and thoso from out-of-slate creditors get paid f ir s t

PROPOSED LEG ISLA T IO N -A LA SK A  S E NATE B ILL  NO. 157

Tho propoood legislation, Sonato Bill No. 157, would (in Soction 10) co rrect tho 
current Inequity in tho A laska Retail Installment Sa les A ct by allowing tho 
imposition of a reasonable delinquency foo not only whon a paymont on n retail 
installment contract Is lato, but tlso when a payment on n retail charge 
ogroomont is lato. Senate Bill No. *57 rootoros falrnous to creditors operating 
under A laska's law and the vast majority of crodit nccounlholdcrs who pay their 
bills on time and should not bo required to subsidizo those who do not.



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

. ./

y
Now

Vo'? l . " L fcr ,uConn.

Ohio

Pnnn .

1 m *  “

"y / Konlucky 
Missouri  ) , __— --------^  /

'  ( w . v a /  •
V iViiqmin -m ,

Af'S\
, /  ' j *  N. C n ro lin n

/  Tonno»»oo ^ — s _  M
is f  1 '

Georgia

i Louisiana ( \ '

Lnlo payrnnnl loo por milted Lnlo loool $10.00 or 
qronlct porrnitted No into loo nulltomod

112
1274/00



RETA IL C R ED IT  12 PARTY)

Maximum Late Payment Fee Authorized

Arizona Not to exceed S5.00 for installment less than $25.00, $10.00 for over $25.00.
Arkansas No statutory limit. Must equal that assessed in at least one other state
California Not to exceed $10.00
Colorado Not to exceed $15.00
Connecticut Lesser of 5% of monthly payment or $10.00
District ol Columoia Not to exceed $10.00
Florida Not to exceed $10.00
Georgia Maximum of $10.00
Hawaii Lesser of 5% of monthly payment or $50.00
Idaho Greater of 5% of payment or $5.00
Illinois Not to exceed $10.00
Indiana Not to exceed $15.00 adjusted yearly
Iowa Not to exceed $10.00
Kansas Not to exceed $10.00 or 5% of monthly payment 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 fees being exported into state by out of state banks
Maine Lesser of $10.00 or 5% of delinquent installment
Maryland No statutory limit
Massachusetts Not to exceed the lesser of 10% of balance or $10.00
Michigan No statutory limit
Minnesota Equal to fee permitted by National Banks under MN lav/ (greater of 5% or $5.00)
Mississippi Maximum of $10.00
Missouri Not to exceed $5.00 for installments less then $25.00, $10.00 for installments over
Montana Lesser of 5% of monthly payment or $15.00
Nebraska The greater of 5% of installment or $5.00
Nevada Agreed upon amount, no statutory limit
New Hampshire Agreed upon amount
New Jersey Not to exceed $10.00
Neiv York Agreed upon amount, no statutory limit
North Carolina $5.00 on balance of less then $100.00 and $10.00 on balance of $100 or greater
Ohio Lesser of 5% of monthly paympnt or $3.00
Oklahoma Greater of 5% of the monthly payment or $12.50
Oregon No Statutory lirr.i other then the charge bo reasonable
Pennsylvania Not to exceed $ .2.00
Rhode Island Not to exceed $12.00
South Carolina 5% ol payment not to exceed $10.00 or 40% of $10.00
South Dakota Agreed upon amount
Tennessee Coiling unspecified
Texas Not to exceed $10.00
Utah Greater ol 5% of monthly payment or $20.00
Virginia Agreed upon amount
Washington No statutory limit other than amount n ust bo reasonable
West Virginia lessor of 5% of monthly payment or $5.00
Wisconsin Not to exceed of $10 00

Not initmlrd as legal sdviM*, opinion of Uxal counsrl should be obtained
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J C P e n n e y

J a n u a r y  2 3 ,  1996

T IA  PA C3IX ILE

Hr. Gaorqo Doner
House Labor and Caaoarce Cccis Ltteo 
State Capitol 
Junaau , A laska

R a :  B P ttJ t t  J i i X . H Q t - 3 J L 2

Dear Nr. Dor lor:

A t  t h n  r e q u e s t  o t  N r .  J a r r y  R s i n v a n d ,  £ a s  f a x i n g  t h e  
a c c o o p a n y l r . g  m a t e r i a l s  f o r  t h a  u s e  o f  t h o  c o a i t t a a  m e m b e r s  
a t  t h o  h e a r i n g  o n  H o u s e  B i l l  H o . 119  s c h e d u l e d  f o r  
W o d n c u d a y ,  J a n u a r y  2 4 t* i .

S e c t i o n s  10 a n d  11 o f  Ucuma B i l l  Ho. 31 9  w o u l d  a x o n d  
t h o  A l a s k a  f U t a i l  I r w t a l  l a t n t  S a l a s  A c t  w h i c h  g o v  a m *  t h o  
P e n n e y  C o m p a n y 's  r o t a i l  c r o d i t  a r r a n g e m e n t s  w i t h  i t s  A l a s k a  
c u s t o m e r s .  T h o  e n c l o s e d  m a t e r i a l s  r e l a t e  t o  t h o s e
a m e n d m e n t s .  T h e y  I n c l u d e ,  w i t h  r e s p e c t  t o  S o c t i o n  1 0 :

1) A c h a r t  t i t l e d  " A l a s k a  R o t a i l  C r o d i t  G r a n t o r s  -  
C u r r o n t  S c r v i o c ,  O o l i n q u o n c y  a n d  D l n h o n o r e d  C h o c k  C h a r g e * ; "

3) A p a p a r  t i t l e d  " T h a  C a s o  f o r  L a t a  F a a s  f o r  A l a s k a  
R a t a  11 C r o d i t  G r a n t o r s ; "

3) A c h a r t  t i t l o d ,  " R a t a i 1 C r o d i t  (2 P a r t y )  -  X ax im um  
L a t a  P a y m e n t  P e a  A u t h o r i z o d ;  a n d

4) A map t i t l o d  " R o t a i l  C r o 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 x o  L o t a  P a y o a n t  P o o . "

T h o y  a l s o  I n c l u d e ,  w i t h  r o s p o c t  t o  S o c t i o n  1 1 :

A) A c h a r t  t i t l o d  " R e t a i l  C r o d i t  S e r v i c e  C h a r g e s  -  
G o v e r n m e n t  Lmpommd C a t o  C a l l i n g s ; "

B) A c h a r t  t i t l o d  " R e t a i l  R e v o l v i n g  C r o d i t  (2  P a r t y )  -  
O p e n  C o m p e t i t i v e  C r o d i t  ( U r A e t  S t a t e s ; "  a n d

C) P o r t i o n s  o f  a  r e p o r t  t i t l e d  " T h a  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 o 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 ,  
i n c l u d i n g  p a g e s  3 0 - 3 2 ,  a n d  A p p e n d i x  C, T a b l e  2 ,  s a d  T a b l e  3 
w h i c h  a r e  r a f a r r o d  t o  i n  t b o e e  p a g e s  o f  t h o  r e p o r t  a n d  t h o  
b i b l i o g r a p h y  o f  t h e  r e p o r t .  T h i s  r e p o r t ,  w h i c h  w a s  p r e p a r e d

Oi ■! ■ in a a w  'M m  S*4| 641 ITS *m
i  C Om«w, a .  (Ol < U m i OO Csfcr *  M  U



M r. G e o r g a  D o l l a r
Alaska R o u m  c n —  1 ttae on Labor and conarca 
January 22, I99fi 
Page 2

f o r  C o v e  m o  r  T o r a y  T h O B p so n  a n d  t h a  W i s c o n s i n  l e g i s l a t u r e  
a n d  w i l l  b a  u n c d  t o  s u p p o r t  o f  l e g i s l a t i o n  w i t h  t h a  a a s a  
i n t a n t  a s  S o c t i o n  11  o f  R .B .  3 1 9  w h i c h  w i l l  b o  i n t r o d u c e d  i n  
t h o  c u r r a n t  s e s s i o n  o f  t h a  W i s c o n s i n  l a g i a l a t u r a .  I n  o u r  
e x p e r i e n c e  t b o  c o n c l u s i o n s  i n  t h a  " M e r c h a n t  C r e d i t -  s a c t i o n  
o f  t h a t  r e p o r t  a r a  a n  r e l e v a n t  t o  A l a s k a  a s  t h e y  a r c  t o  
W i s c o n s i n .

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

S i n c e r e l y  yours, _

d l  4 k - ■ G L l * s ~

John H. Andrew
S e n i o r  C o v o r r a u n t  R e l a t i o n s  C o u n s e l

Enclosures

c c :  J s r r y  R o i n v a n d  ( w / t n c l . )
Willias J. Docs ■ (JCRonney, Anchorage]
rrad c. Lugsr •
S u s a n  W a l t e r s  B l x o  *



SB 157
P u r p o s e :  T o  m od e rn iz e  the A la s k a  Sm a l l  L o a n  A c t  and  to 
a l l ow  A la s k a  le n d e r s  to c o m p e t e  w ith  o u t» o f* s ta tc  le n d e r s  
d o in g  b u s in e s s  in A la s k a .

R e s u i t :  T o  c re a te  and  reta in  j o b s  in A la s k a 's  f in an c ia l  
in d u s t r y  and  to exp an d  the a v a i l a b i l i t y  o f  c r e d i t  to the  
A l a s k a  c o n s u m e r .

A la sk a  S m a ll lo a n  Act

Adopted into  law  in  1955: last s ig n ifica n t am end m ent in  1982 . 

P rinc ip a l changes:

1. A pp lication  fee in creased  from  S400  to S 1 .0 0 0  and  
ann ua l fee increased from  S200 to S500 ; m u ltip le  o ffice  
license  created w ith S 2 .0 0 0  a n n u a l fee fo r 10 o ffices .

2 . L iqu id  Asset and bond req u irem en ts in c reased  to 
S25 .000  each from  S 2 0 .0 0 0  and  55 .000 . re sp ective ly .

3. S tandards for books an d  reco rd s m ade co n sis ten t w ith  
m odern data processing concepts.

4 . Irre g u la r rep aym ents a u th o rize d  fo r A la ska n s  w ith  
seasonal incom e. e.g., fish e rm en  o r  co nsrrucdon  w o rke rs .

5. Loan agreem ents in c lu d e  cost o f c red it re p o n s . S25 
late paym ent fee and costs in c u rre d  In co lle cd c iis .

■M a tka  R e ta il In s ta llm e n t Sales Vet ( ’ A R iS A 'l

Adopted into  law  ip  1962: last s ig n ifican t am end m ent In  1980. 

P rinc ipa l changes:

1. C la r ifie s  app ropria te  costs to be inc luded  In  loans.

2. Am ends se n  ice ch a rg es fo r f ixe d  term  an d  rcv o h  mg 
charge agreem ents to 1 1/2%  per m onth o r 18% per year, 
s im p lify in g  the cu rre n t co m p lex  ra te  s tru ctu re .



M A X IM U M  S E R V I C E  C H A R G E S  A L L O W E D  F O R  
C O N S U M E R  C R E D I T

( In te re s t  R a te s o n  C o n s u m e r  Lo a n s)

C U R R E N T  A N N U A L R A T E S  IN  A L L  15 W ESTER N  S T A T E S

In  E ffe c t  In  A p r i l  1995

State

Revo lving  C red it Loan  

Assume S3.QQQ balance
Fixed  T e rm  Auto  Loan

Assum e J.1Q>QQ0,ba lan ce

A rizo n a No L im it No L im it
C a lifo rn ia No L im it 19.2%

Colorado 21.0% 16.4%
H aw aii 24.0% 24.0%
Idaho No L im it No l im it
M ontana No L im it No L im it
N evada No L im it No L im it
New M exico No L im it No L im it
North Dakota No L im it No L im it
Oregon No L im it No L im it
South Dakota No L im it No l im it
U tah No L im it No L im it
W ash ington No l im it  (e xp . 6 -3 0 -9 5 ) No l im it  (exp .
W yom ing 21.0% 22.5%

A laska :

C u rre n t  Law  12.8% 14.5%

SB 157 Propo sa l 18.0% 18.0%

In d u s try  Request 24.0%  o r  No L im it  24.0%  o r No L im it

Maximum Sarvlca Chargaa foe Cradli



j * 4  H .  r .  i i  m  . * . r  - O •» i i i t f e

RETAIL REVOLVING CREDIT (2 PARTY)

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

A RIZO N A

C A L IFO RN IA
CONNECTICUT

DELAWARE

IDAHO

ILLINOIS

KENTUCKY

NAME

MONTANA

NEVADA

NEW HAMPSHIRE 

NEW JERSEY 

NCW MEXICO 

NEW YORK 

NORTH DAKOTA 

OREGON 

RHODE ISLAND 

SOUTH CAROLINA 

SOUTH DAKOTA 

UTAH 
VIRGINIA 

WASHINGTON

"PARITY* STATES*

(IN-STATE RETAILERS MAY USE HIGHEST RATE 
BONG IMPORTED INTO STATE BY OUT-OF-STATE BANKS)

FLORIDA

L O U IS IA N A

Note: Lagtolabo* wNck m i t e  i m  i a f w w i M i n l  l ^ w a a l  ra ta  ooilaga to c tg r—itoy 
pantolng la te tto , t̂dtoaa and Mto+aurl. 1/22/M



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  in  W i s c o n s i nW

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



Appendix C

Government and Academic Studies of Usury Laws; Sample Conclusions

"In  general various em pirical studir on consumer credit and mortgages support 
die idea that when usury ceilings arc binding the volume o f loans declines, lenders 
try  to upgrade quality :o the detriment o f lower income individuals and noninterest 
methods o f compensation increasingly arc employed-1' (James V in  Home. Financial 
M artel Rales and Flows, p. 222).

“ Interest rales have always been an object o f suspicion. No Longer is lending at 
interest a crime but in most place a maximum rale b »  by law. Unfortunately, 
the ceiling is often far below what would be set by the competitive supply and 
demand market after account is taken o f riskiness and administrative expense 
connected with small ioacs. The result? Funds dry up. The cheap moocy you 
can't get Joes ycu lirde good. Veterans who tried to get mortgages learned this m 
the 1950’s. CoDegc students trying to get tuition loans...learned this in the 1960’s 
and 1970’s .' (Paul Sarauelion. Economics, 11th ed., p. 370)

"We have learned too slow ly and painfully that while government interest rate 
ceilings may hold down the cost o f a loan, they frequently result in a customer's 
gcnine no loan at a ll/  (Peter S. Rose, Money and Capital Markets, p. 360).

A iigmfican: fending by this government sponsored study (Report of the National 
C-jmmission on Consumer Finance, 1972) is that ‘si at legis lation especially has 
tended to restrain competition and unnecessarily segment the consumer credit 
marker' ..the commission studied numerous other aspeca o f consumer lending in 
terms of their overall effect on the public. Generally, the legislation (such as usury 
laws) which v*ks  one improvement produces undesirable side effects soch is  
reduced credh availability or service— In addition © advocating the repeal o f 
restrictive sate legislation the commission recommended improving consumer 
knowledge and industry competition." (Robert Edmistcr, Financial Institutions. 
Markets and Management, pp. 262-3)

“ Nevertheless. a number o f states have succeeded In liberalizing their usury laws, 
m some cases tying the ceiling rate to a market rate. However, other states have 
cncountercu senous difficu lties in obtaining revisica. and their consumers have 
suffered as a cotucquence." (Economic Perspectives, Tederai lleacrve fiank of 
L'ucago. Scpcr6ct 1^80, p. 17)
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T a b le  3

Cost and Revenue Ratios for Merchant Provided Credit 1992

R e v e n u e  P e rc e n t  o f O u t s t a n d in g s  P e r c e n t  C o q fn h u t ip n

In te re s t 1 5 .1 0  100

N o n in te re s t

Total 15.10 100

Co$l

O p e ra t in g  7 .2 8  *U

C re d it  L o s s e s  3 .4 5  20

C o s t  o f  F u n d s  6 .9 4  39

T o ta l 1 / .6 7  100

N et E a r n in g s  b e fo re  ta x e s  *2 .5 7

Sourer: R i\  McAlister. "Consumer Credit: An Introduction." University of North Texas
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V I .  M e r c h a n t  C r e d it

Th.s study, Itlce many others. has focused primarily on the bankcard market. Another 

sî ntrican: player in me revolving credit market is retail stores. Retail open-end credit. or 

'merchant credit/ is different than bankcard credit.

\i Tiblc 5 JLstraies. teuj credit accounts for about 19% of <U outstanding open-end credit, 

but -3% of ill outstanding open-end accounts. The penetration o f retail accounts in this 

market attests to the importance cf availability of open end crodit to conanroert and 

merchants One reason -*8% of the lccounts make up only 19% of the outstanding balances 

;j that balances carried on retail credit cards are typically much smaller. (7E Capital, for 

example, repons avenge outstanding balances oo re ail credit it issues for firms like 

Montjerrxry Ward. Casual Comer and American TV of about S230. A recent study by 

Processor Ray Mc.vJistrr a: the University of North Texas [8] reports that over 80% of retail 

customers sampled in Cali/cmia had outstanding balances less than SI0O.

,\s mentioned ut Sccson II. -here arc several sagm/icant differences berween bonkcxd and 

rend card revenues and expenses. Tables 2 and J show du: retailers receive little fee income 

and rely primarily. if not exclusively, on finance charges for revenue. They also show dial on 

.he expr.sc J»de. interest expense is typically higher than it a on h Jikcards because retailers 

must borrow money from banks.

Less revenue and higher expenses imply that retailers have a very difficult dme running 

profitable credit opcnoons when all they can charge is 18%. Unprofitable operations create 

duce problems. The rlrrt ts that merchauu aoempt to recover losses on credit operations not 

by cxarpng higher fees but by charging hifhcr prices. The problem this creates is tha: all 

purenarcrs. not jnn credit oscn. pay die higher prices. As a result, cash paycn subsidize 

credit users. This phenomenon is well known as the last quoee in Appendix C from a Federal 

Reserve Study of Retail Credit attests.
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The -ecund problem is that this can pui local merchants at a serious competitive disadvantage 

w vrn 'hey. because of usury ceilings, cannot charge the matte: clearing rite tor retail open* 

cm*. ̂ rediL In this uumion, local merchants must raise prxcs to cover credit losses such as 

those jlusraccd m Table 3. National merchants, who import rates from National Banks they 

hj%e >et up .n other States, charge market tearing rates ax which their credit programs arc 

profitable. Because the credit operations of those naiiotnl merchants at least break even at 

die higher rates, they do not have to charge higher prices to recover losses oo credit 

operations. Hence their prices are lower and put them n a competitive advantage over local 

merchants.

A thud problem usury limits create for mexcaints is tint merchants abandon In house credit 

:n raver of bankcards and thereby lose an important tool to create customer alkpar.ee. In die 

process consumers lose ? local source of credit.

Table 18 illustrates the fie: that many national chains operating in Wisconsin arc currently 

tmoor.inj these higher rues through their banicng affiliates. This raises ar. important issue. 

Local merchants who do not want to play this cash pnee sahridy game can always contract 

w in a r.aconal bank to offer crosiit from a neighboring stair. The problem with this is thai it 

rcsu.ts ui the export of craiil operations and jobs to neighboring Hates, consumers axe denied 

access to local credit, ana local residents just end ur paying the higher rate anyway. As 

interest rates in the economy are a^am nsing. several banks have indeed positioned 

themselves to provide these credit services from states where finance charges ire dereyuLnai 

Household Bank. Illinois, for example, issues these ‘private label" cards fcr companies like 

Sudden Square. GE Credit issues Home Depot private label cards through its afliliite 

Monogram Bank in Georgia. The list of merchants they provide credit for in regulated States 

i\  growing.

L.kc the bankcard discuision above, hcwrrrr, h Li imporcwit to consider two Issues, la there 

eaouyh competition in retail credit to enture that consumers will pay a fair price foe retail 

credit, ind. what has the experience been on the reuil xadc when retail rate* are deregulated*1

,«/! J J  .n lw' 1J PW J'.r ijt/.r Mtu-I lti< i 'j i©44 i To i jxT’-oV „tj I “3 i i  I "
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The answer to the Tint question is that most merchants accept bankcards as well. If the 

merchant's rate is not competitive, consumers will just use bankcards to purchase goods.

TT.is is true of many major retailers like Penney‘s. Sean. Goodyear, Marshall Field's.

Limned, etc. In other worcs. for the most part, this nurkei is just as competitive as the 

Owtikcard ma/kc: because they arc typically one and the same market.

\i for experience with deregulation, a xeem study by McAlmer [8] found that two yean 

alter Washington deregulated open end credit in 1992. nearly 75% of retailers had not 

chanced their finance charge even though State taw allowed them to do so. Indeed oniy one 

o: the largest eight companies raised its finance rate. This evidence is entirely ccnsuimt with 

ihc view that competition dictates the finance charges on revolving credit, not State Statutes.
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G O V E R N M E N T - IM P O S E D  R A T E  C E I L I N G S  

R E V O L V I N G  R E T A I L  C R E D I T

S T A T E A N N U A L  R A T E  C E I L I N G

1. Arizona Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
•y •> • California Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
3. Connecticut Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
4. Delaware Competitive Market Rate, Deregulated (No Imposed Rate Ceiling)
5. Idaho Competitive Market Rate, Deregulated (No Imposed Rate Ceiling)
6. Illinois Competitive Market Rate, Deregulated (No Imposed Rate Ceiling)
7. Kentucky Competitive Market Rate, Deregulated (No Imposed Rate Ceiling)
8. Montana Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
9. Nevada Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
10 New Hampshire Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
I I New Jersey Competitive Market Rate, Deregulated (No Imposed Rate Ceiling)
12. New Mexico Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
13. New York Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
14. North Dakota Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
15. Oregon Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
16. South Carolina Competitive Market Raie. Deregulated (No Imposed Rate Ceiling)
17. South Dakota Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)
18. Utah Competitive Marxct Rate. Deregulated (No Imposed Rate Ceiling)
19. Virginia Compelitive Market Rate. Deregulated (No Imposed Rate Ceiling)
:o . Washington Competitive Market Rate. Deregulated (No Imposed Rate Ceiling)

21 Florida °anty (Highest rate imported into state by out of state lenders)
22. Louisiana Parity
23. Texas Panry
24 Ohio 25%
25. Hawaii 24%
26. Maryland 24%
27. Colorado 21%
28. Georgia 21%
29 Indiana 21%
30. Mississippi 21%
31. Oklahoma 21%
32. Tennessee 21%
33. Vermont 21%
34. Wyoming 21%
35. North Carolina 2 !%  on 1st SSGO. IS ! ,  there aner.
36. Alabama 2 1 % on l it  S750. 18% there after
37 Kansas 2 1% on IstSIGOO. 14 4%thete alter
38. Nebraska 21% on 1st $500. IS% there after
39 Michigan 20 4%
40. Missouri 201k
41. Iowa 19 8%

42. Massachusetts 181;

43. Marne ( 8%
44. Minnesota i s i ;

45. Pennsylvania 18%
46. Rhode Island 181;
47. Wes! Virginia 18%
48. Wisconsin 181;
49 Alaska IS% on 1st $1000. Frdenl Discount rate plus 5 potnu there after 

(currently 10.251* there after

50 Arkansas Federal Discount rate plus 5 points, tcurrc. 'ly  10 25%)
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Avco
financial
Services.

Jnmmxy 31.1996

Members of the Alaska Stale Legislature 
Stale Capitol 
Juneau, Alaska 99801

Re: HB-319 and SB-157

Dear Members of the LcgisUntre:

Avco Financial Services, who is headquartered in Corm Meta, California but has an operating 
branch located in Anchorage, supports HB-319 and Si3-157. These bills make crrtam positive 
changes by updating tbc .Alaskan Statute* that affect small loam and retail imx.iLiir.eut 
transactions. If passed into law, these bills will help both the industry and the consumer. Their 
passage will also allow lunhcr expansion of our services within tbc State of .Alaska.

I want to thank the members for considering these bills and would like to urge :hcir passage

Sincerely,

II Lee Rowell

HLR:cb

• •  TOTI* IV < £ ,



SB157-&J1B319,
P u r p o se : T o  m o d e rn ize  an d  up  date  the A la s k a  S m a ll L o a n  A c t .  E x p a n d  the 

a v a i la b i l i t y  o f  c re d it  to the  A la s k a  c o n s u m e r . A l lo w  A la s k a  b ased  le n d e rs  to co m p e te  

w ith  o u t-o f-s ta te  le n d e rs  w h o  im p o rt  in te re s t  rate s tru c tu re s  fro m  th e ir  h o m e  sta te s  

in to  A la s k a .

R e s u l t : T o  c re a te  an d  re ta in  jo b s  in  A la s k a ’ s  f in a n c ia l in d u s t ry . T o  p ro v id e  m o re  lo c a l 

f in a n c in g  to ru ra l c o m m u n it ie s . P ro v id e  c re d it  to a b ro a d e r base o f  A la s k a n  c o n s u m e rs  

w h o  o th e r w is e  m ig h t no t h a v e  a c c e s s  to  the c re d it  th e y  d e s e rv e .

Example: Monogram Bank of Georgia currently provides financing for customers at many Audio / 
Video dealerships in Alaska. Lets say the dealer runs a 12 month no payments, no interest financing 
special program for their customers. The dealer is charged, and must pay 2.5% to the Georgia Bank 
on every item that is sold, and financed under the special program. IE: Dealer sells a big screen T.V. 
for S4000. Dealer will receive a check for S3900 from the Georgia Bank. Hie dealer must pay 
S 100.00 to the Georgia bank for the use of the special program. Tbc Interest rate the customer will 
pay later if they do not pay off the contract Jurtng the special financing program is 21.84% w ith the 
Georgia Bank.

Alaskan lenders offer similar special financing programs. However, the cost to the dealer is 10.5%. 
Dealer sells a big screen T.V. for S4000. Dealer will receive a cheek for S3580 from the Alaskan 
lender The dealer must pay S420.00 to the Alaskan lender for the use of the special financing 
program. Interest rate the customer will pay later if they do not pay oil the contract during the special 
financtng program is approx. 12.9% with the Alaskan Lender.

Georgia can import it’s rate structured .84%) into Alaska. Die Georgia bank charges a lower 
discount to the dealer ship for these special financing programs. The Jcalcr chooses to do business 
with the out-of-state lender as tt is clearly more profitable. The Alaska lender can not match the 2.5% 
discount structure given to the dealer by the Georgia hank due to Alaska’s more restrictive rate 
structure (12.9%).

In the above scenario the retail Jcalcr docs r.ot even have the Alaskan lenders applications on the 
counter Die dealer ship docs not want the customer to do their financing through Alaskan lenders 
because the Alaskan lenders cost the dealer more money.



E v i d e n c e  o f  C o m p e t i t i o n  i n  

D e r e g u l a t e d  M a r k e t s

There b ample evidence tiint competition doet work in the urea of 
ruttdunicr credit finance charge ratci when market* arc free from 
restrictive ulaiutnry celling*. Snrli rate* riar tu th* legal ceiling on*
I) v»Jirrr that c-il!t 
roela of providing

... m m / i r l i l u m  i/uet ir«*rA i/l t ln* 
area <»/ • urtjimter r u  i l i t  f ln *n r> '
i h a r j e  ra icx  . . .

i» below the level required tn recover full)' the 
credit Krvicm.

Kvideoce to thia effect b available frotn a 
number of »ourctt. For example. In 
Kentucky, New Hampshire. and Oregon, 
celliuga have nrvrr hern inipoaed on retail 
credit card*. In theae »la let without cell*

«»
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In  th em ' $1*1*'* i r l l h n u t  r o l lh t t f * , tu r n  
p e t i t i o n  /».K n in n y *  p r n v i d e d  u n l i t  
n o r t h y  c n n i lW ie t *  t i l t h  tm / tb ' m tp p lh - s  
t t f ( t n l i t  nt /> I n r ie ly  n f  r .i t o s .

irigs, competition ha* nlwnyn provided 
creditworthy ennaumers with ample ®up* 
plicA of credit ni a variety of rntrn. For the 
most patt, finance charge r.it»-« in these 
ilirstate* hnvc been comparable lo the 
most common aUitulnry ceilings (omul in a 
majority of other stares. Until a hunt 1980.
il.nl level wan 17 percent. Since then, the 
prevailing rale, where allowed, hn* risen 
to near 21 jiercont.

More recently, cvidenre he* been obtained fmm other states 
which ha\c ”(h regulated" »-*tnll finance chaig*- rates -• that is, 
where nil stnluton ceiling* have been removed. Asof April, 199r>, 
there were tv.r nty-« tght I2RI Jurisdiction* without any ceilings or 
wher*- î-iiiln;* wren- at least 2-1 percent. There are as follows:

Arizona Idaho Nevada Oregon
California Illinois New HtimpBhiro Rhode Iulnnd
Connecticut Kontucky New Jcracy S. Carolina !

Delaware Ixmiaiann* New Mexico S. Dakota j

D. of Col1 Maine' New York Utah \
Florida* Maryland* North Dakota4 Virginia

Hawaii* Montana Ohio* Washington

1 24% celling * ’Parity* stntea-ralc out equal that I cing charged by out-of-
state fix mi

1 ECfectivo about 0/15/95 *Effective August 1, 1995 ‘ 25% Ceiling

In addition lo these twenty-eight, 
there are thirteen state* where 
retail finance charge ceiling* are 21 
perrent. These are li«ted here;

Alabama1 Indiana Nebraska1 Term*****
Colorado Kxnaaa* North 001011110* 70X08*
Georgia MiMisaippi Oklahoma Vermont

Wyoming

1 L o w e r  t a l c  to q u irc d  ou la /g v r  b u liu ic e a . 1 Haute ra te  

1 8 1* ,  b u t  la w  a llo w s  a $2 p e r m o n th  c h a rg e , 

p ro d u c in g  Lh t e q u iv a le n t  o f  21%  o n  b a la n c e *  u p  lo  

W OO. * A n o th a r  • p a r it y '  etau w h e r*  la w  a llo w *  ■ 

r a t *  e q u a l to th a t  b a in g  ch a rg e d  b y  o u t 'u f- a ta lc  

f i r m *  up  to a m a x im u m  o f 21% .

t
i
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Hr. Hay McAllUer of tlic University of North Tcxn* completed n 
atndy in 19A8 nf rttftii finance charge rite* out] other credit term* 
iti sbtlrr. which hod ceilings of 21 jwrccni or more (including those 
willi uo ctillugol ** 31 at/tiea total «t llmt lime. The ntndy 
documented the term* in effect on mure than 1.300 different retail 
credit plan* representing over 13,300 rclsil "lore* and almost 70 
million cuitomer accoiinta.

V F.vidmre ftcrrti tin ■<»»enl*eii »ute* without ceiling* at that time ,7
showed that nwtnmera In the** »tnte* had a total of twenty 1201 
different rate structure* from which to choose. Ill no atate were 
there fc wcr limn five different rate* charged. In California, a tolal 
of lldi Icvo 113) different rate* were being Imposed. More than AT 
percent of all rote* were Icm lhan 22 percent; the average rate 
charged wa* 20.8 percent ♦♦ •lighily I F.SSTHA.N the average rate 
imposed In the eleven state* with 21 percent celling" 120.9 
percent!.

Siniihir pattern* wrr<• foiinj in the fourteen state* where celling* ,V 
X  were 21 percent o r • tore In thrv. the number of diffrrenl rale*

iinp«wr»] ranged from five to eleven; the average rate waa 20.0 per* 
cent.

Clratlv, cun«ume;a In etalm without ccPing* or where ceilings are 
«r le,«i ?t î ifeni, h»\r ample ehoire* a* to the source of retail

credit to be naed. In addition, of course.
  - —  customer* rotdd choose lo ua* any one of a

o n , , . m e n  tn .ratet , r i t h n „ t ef,/. Ur*t number o{ bank aedllcarda. most of
rng« h t t r  * tn r tc  h n l c r '  "  tn  th n ^  * ,m ewhat dli/erentl)
• unr., n f  r r u i l  r t r t t U  tn h r „.r,f ffom r„ul| rtrrJt XhtM. the market seem'v

— —  —  lev be working In that a large number of
alternative* arr available and at price* 

whbh. fr* thr m«*t part, are reasonable in light of the coal in* 
'-rea*. • which have *ccvrTed in the past ten to tv»cnty year*.

— ■■ »  — - « - *
I ) .  I ; . .  M t A I * * .  C A U P O M ^ lA  H I . " f i l l  t m i l l  I  IT'S l - t  V M ) 
r i t f c c n r t  m v »  r n o r i i L R  ' T t m ,  ><•****< ~ u  i „ j< * n u a *  w .
N- II. MrtfK* ‘I* ft.«****• CV* »f*.. ID if* A* IV.mW* 10**)
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I | he replaced with _
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| | attached amendment!s)
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C S i l l L H

CS

Senate Hill 
|\) san>c title 
| j new title 

House Hill 
same title 
technical title 
new SCR'

Committee

Committee

tJcfsrfirvm tkitr Zero ftUAl U rtw rv M U»v Ten* fttcal

C S - oc e o  j m m

j
i— ■ ■

I | .\ITR(»fRI ST10S - no fU*J note *r»<lwk (W*l Nil



F I S C A L  N O T E

STATE O F  ALASKA BILL NO. SB 1S7
1995 LEGISLATIVE SESSION

R#>t*on Del* ______________________________________________________  Department Allotted Commerce and Economy Devetopmom
RwuUtwn o> Sm>i Loan k A  J f lt t lM fli Transxtwns BRU fonfcng. Secunfrs art Cowartne___________________

______________________________________________________________________  Component Ba^ng Setur*m  art Coaxratans____________
Sponsor Senate Laby end Comrwc*_______________________________ _____________________________________________________________
RoqweMor__________________________________________________________COMPONENT SERIAL NO. J22___________________

ErpenditurM/RewnuM: flhouMnch o< Do*a«;
OPERATING EXPENOfTVRES f y * FY 97 FY M FY 99 FYOO FY 01

PERSONAL SEI> iCES

TRAVEL

CONTRACTUAL

SUPPLIES
EOLHPWENT

LANOI  STRUCTURES

GRANTS. CLAiWS

MISCELLANEOUS

0 0 0 0 0 0

0 0 0 0 0 0
0 0 0 9 0 0
0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

TOTAL OPERA TWO 0 0 0 0 0 0

CAPITAL EXPENDHTRES 1 P 1 o 1 o 1 0 1 0 1 0 1

CHANCE IN REVENUES ( ) |  0 |  0 | 0 | 0 | 0 | 0

FUNO SOURCE fTbccunOt cf Dcikw
ICC? Rk *c(s 0 0 0 0 0 0
1CC3GF WUXN 0 0 0 0 0 0
10MGF 0 0 0 0 0 0
1005 GF.Progrm R*c*C«» 0 0 0 0 0 0
1006 GF UMTIA 0 0 0 0 0 0
Otw 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
EtSnvete of cumnl yt4t (FT K ) co*L J 0 
POSmOKC

FULTWC 0 0 0 0 0 0
PANT TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

tv  Wlto f  Kr>;»ya> ^ C  -r /  .  P ^ r*
6 i f * m  h a r t *  ana Ceranagft ^  Y  s  D*» v

AC*rw»>3 p f G o rrn i* c r iy
J C s c e * :*  le d liS C E S c

1   & »  « / « / * ;

PHlBAAtR TO PflOVCC AIL CWTRHJUTXW COP<S TO OOvTRNORt LCCrtLATTVt O fTK t
f v  ' jT #  Sh»frti.ifcr r* :r -# ii:n  tail f »  Gemmor* tfOMWM 0*t»  

f*n ' O W T L ^ u - M i W . . ^  Ph?l



F I S C A L  N O T E

1996 LEGISLATIVE SESSION
Rov1t»on Daw ;__________________________
Titto

S T A T E  O F  A L A S K A

Roguiatton o< SmAll Lo and Ralail InatAllmanl 
Transactions

Sponsor So ilo Labcx And Commerce
Rcxjooslof Sonnlo Latxx and Commoito

B I L L  N O . S B  157

Doparlm*nl Common* and Economic Oovoiopmool 
BRU Ban king, Soai/Wot And Corporations 

Compononl Banking. Socufltkw end Corporations

COMPONENT SER IA L NO. 1233

EipoodAuroft/Rovpouos
OPERAT1NO EXPEN D ITURES FY  97 FY  86 FY  09 FY00 FY  01 FY  02

PERSONAL S ER V IC ES
TRAVEL
CONTRACTUAL
SU PPLIES
EQUIPMENT
LAND A STR U C TU R ES
GRAN TS. CLAIMS
M ISCELLANEOUS
TOTAL OPERATIN G

oooo oooooo

0 0
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