




OFFERED IN THE HOUSE FINANCE COMMITTEE 

BY REPRESENTATIVE CROFT

TO: CS HB 389 (L&C)

Page 10, line 10:

Delete: “14”

Insert: “30”

Page 10, line 27:

Delete: “14”

Insert: “30”

Page 11, line 12:

Delete: “for 14 clays for each $100, and as an annual percentage rale”

Renumber accordingly.
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WORK DRAFT

A B IL L  

FOR AN AC T E N T IT LE D

1 II "A n  A ct relating to certain monetary advances in which the deposit o r other negotiation

2 o f checks to pay the advances is delayed un til a later date; and providing fo r an effective

3 II date."

4 || BE IT  ENACTED BY TH E  LEG ISLATUR E OF TH E  STATE OF ALASKA:

5 || * Section 1. AS 06.01.020(a) is amended to read:

6  || (a) Notwithstanding other provisions o f this title, the department may by order

7 || authorize state financial institutions, except licensees subject to AS 06.20^ [OR]

8 || AS 06.40, or AS 06.50, to exercise any o f the powers conferred upon, or to be subject

9  || to any of the limitations imposed upon, a federally chartered financial institution doing

10 || business in this state with deposits insured by an agency o f the federal government if

11 || the department finds that the exercise o f the power or imposition o f the limitation both

12  || ( 1) serves the public convenience and advantage; and

13 || (2) equalizes and maintains the quality o f competition between state

14 || financial institutions and federally chartered financial institutions.
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* See. 2. AS 06.01.050(3) is amended to read:

(3 ) "financial institution" means an institution subject to the regulation 

o f the department under this title; in this paragraph, "institution" includes a 

commercial bank, savings bank, credit union, premium finance company, small loan 

company, bank holding company, financial holding company, trust company* [AND] 

savings and loan association, and a deferred deposit advance licensee under 

AS 06.50;

* Sec. 3. AS 06 is amended by adding a new chapter to read:

Chapter 50. Deferred Deposit Advances.

A rtic le  1. Licensing.

Sec. 06.50.010. License required. A  person, including a person doing 

business from outside this state, may not engage in the business o f making or offering 

to make deferred deposit advances in this state without having a license under this 

chapter. A  separate license is required for each location from which the person 

conducts the business.

Sec. 06.50.020. Qualifications fo r license, (a) To qualify for a license, an 

applicant shall

(1) have cash assets o f at least $25,000, as determined under generally 

accepted accounting principles, except that an applicant who wants to engage in the 

business o f making advances at more than one location in the state shall have cash 

assets o f  at least $25,000 for each location;

(2 ) demonstrate the financial responsibility, financial condition, 

business experience, character, and general fitness that reasonably warrant the 

department's belief that the applicant's business will be conducted lawfully and fairly; 

when determining whether this qualification has been met, and for the purpose of 

investigating compliance with this chapter, the department may review

(A) the relevant business records o f the applicant and the 

adequacy o f the capital o f the applicant;

(B) the competence, experience, integrity, and financial ability 

o f the applicant, and, if  the applicant is an entity, o f  any person who is a 

member, partner, director, senior officer, or owner o f 10  percent or more o f the

CSHB 389( ) -2 -
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WORK DRAFT

equity of the applicant; and

(C) a record of conviction, on the part o f the applicant or ; 

person described in (B) o f this paragraph, o f

(i) criminal activity, fraud, or other act o f persona

dishonest;';

(ii) an act, an omission, or a practice that constitutes i 

breach o f a fiduciary duty; or

(iii) a suspension, a revocation, a removal, or ar 

administrative act by an agency or a department o f the United States oi 

a state from participation ;n the conduct o f  a business;

(3 ) if  the person has a physical business location in the state, have a 

physical business location that accessible by and convenient to the public;

(4) have a current business license issued under AS 43.70; and

(5) if  applicable, have a certificate o f  incorporation under

WORK DRAFT 23-LS1341U

AS 10.06.218, have a certificate of authority under AS 10.06.705, have a copy of 

articles o f organization that satisfies AS 10.50.090, be registered under AS 10.50.605, 

have a statement o f  foreign qualification filed under AS 32.06.922, have a certificate 

o f limited partnership filed under AS 32.11.060, or be registered under AS 32.11.420.

(b) The requirements in (a) of this section are continuing in nature and may be 

reviewed periodically by the department.

S c. 06.50.030. Application, (a) An application for a license must be in 

writing and under oath, in a form prescribed by the department by regulation, and 

include at least

and, if the applicant is not a natural person, o f each member, partner, director, senior 

officer, or owner o f 10  percent or mere of the equity o f  the applicant;

applicant and, if the applicant is not a natural person, about the applicant's members, 

partners, directors, senior officers, or owners o f 10  percent or more of the equity o f the

( 1) the legal name, residence, and business address o f the applicant

(2 ) the address and physical location o f the principal place o f business

named in the application; and

(3 ) other information the department may require with respect to the

-3-
N ew  T e x C  U n d e r l i n e d  (D E L E T E D  T E X T  BR A C K ET ED ]

CSHB;>89( )



WORK DRAFT WORK DRAFT 23-LS1341\U

1

2

3

4

5

6

7

8 

9

10

11

1 2

13

14

15

16

17

18

19

2 0  

2 1  

2 2

23

24

25

26

27

28

29

30

31

applicant.

(b) The applicant shall submit with the application the bond required by

AS 06.50.040 and a nonrefimdable application fee in an amount that is established by

the department by regulation and that does not exceed $2,000. The application fee for 

the initial license may not be prorated.

Sec. 06.50.040. Bond, (a) An applicant for a license shall file with the 

application a bond

( 1) in a form to be approved by the department;

(2 ) in which the applicant is the obligor; and

(3) in the sum of $25,000 for a business with one location and $50,000 

for a business with more than one location.

(b) Only one bond is required for an application for a business with more than 

one location.

(c) The bond required by (a) of this section is for the use o f the state and a 

person who may have a cause of action against the obligor under this chapter.

(d) The bond must state that the obligor will

( 1) faithfully conform to and abide by the provisions of this chapter 

and regulations adopted by the department under this chapter; and

(2 ) pay to the state and to a person all money that may become due or 

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

(e) The bond must remain in effect for three years following the denial o f  a 

renewal o f a license or the expiration o f a license.

(f) If, at any time, the department finds that a bond filed under (a) o f this 

section is unsatisfactory for any reason, the department may require the licensee to 

file, within 10  days after the receipt of a written demand, an additional bond to comply 

with this section.

(g) The licensee shall file a new' bond that complies with this section each time 

a license is renewed.

Sec. 06.50.050. Investigation by department. Within 60 days afrer an 

applicant files a completed application, the bond, and an application fee, the 

department shall investigate whether the applicant satisfies the qualifications of

CSHB 389( ) -4-
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AS 06.50.020(a). If the department finds that the applicant satisfies the qualifications, 

it shall approve the application and issue the applicant a license to engage in the 

business o f making deferred deposit advances.

Sec. 06.50.060. Conditions precedent to license. The requirements of 

AS 06.50.030 - 06.50.050 are conditions precedent to the issuance o f a license under 

this chapter. The license permits the applicant to make advances under this chapter at 

the location specified in the application.

Sec. 06.50.070. Duration o f license. A license issued under this chapter is 

valid for two calendar years. Each license remains in force through the calendar year 

after the calendar year in which the license was issued unless surrendered, suspended, 

or revoked under this chapter.

Sec. 06.50.080. Renewal o f license. A license issued under this chapter shall 

be renewed on or before the date set by the department by submitting to the 

department a completed renewal application on a form established by the department 

and paying a nonrefundable renewal fee established by the department, which may not 

exceed $2 ,0 0 0 .

Sec. 06.50.090. Denial o f license or renewal, (a) I f  v e  department 

determines that an applicant is not qualified to receive a license or a license renewal, 

the department shall notify the applicant in writing within 2 0  days that the application 

has been denied and state the basis for the denial.

(b) The decision of the department to deny an application or a renewal may be 

reviewed in the manner provided in AS 44.62.330 - 44.62.630 (Administrative 

Procedure Act).

(c) If the denial of a renewal is upheld, the former licensee shall return the 

license to the department within 10  days after the former licensee receives notice of 

the denial.

(d) A license application shall be considered withdrawn within the meaning of 

this section if the applicant fails to respond to a written notification o f a deficiency in 

the application within 60 days after the date of the notification.

(e) If a license renewal is denied or if  a license is surrendered, suspended, or 

revoked, all accounts o f (he licensee remain subject to this chapter until paid in full.

-5-
N ew  T e x t  U n d e r l i n e d  [D E L E T E D  T EX T  BRAC K ETED ]

CSHB 389( )



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

15

17

18

19

20

21

2 2

23

24

25

26

27

28

29

30

31

WORK DRAFT WORK DRAFT 23-LS134UU

A rtic le  2. Licensee Transfer, Assignment, Control, and Change.

Sec. 06.50.200. Transfer or assignment. Except for the transfer of a license 

to a new location under AS 06.50.220, a licensee may not transfer or assign the 

licensee's license.

Sec. 06.50.210. Change in control. The prior written approval o f the 

department is required for the continued operation of a licensee's deferred deposit 

advance business when a change in control o f the licensee is proposed. The 

department may require the information it considers necessary to determine whether a 

new application is required. The licensee requesting approval o f the change in control 

shall pay all reasonable expenses incurred by the department to investigate and 

approve or deny the change in control.

Sec. 06.50.220. Change in location or name. A licensee shall notify the 

department in writing at least 15 days before any proposed change in the licensee's 

business location or name, and shall provide the department with the information 

described in AS 06.50.030(a).

Sec. 06.50.230. Conduct o f other business. A licensee may conduct other 

business at a location where it engages in making advances unless it conducts the 

other business for the purpose o f evading or violating the provisions o f  this chapter.

Article 3. Department Supervision.

Sec. 06.50.300. Suspension or revocation of license, (a) The department 

may suspend or revoke a license under AS 44.62 (Administrative Procedure Act) if  the 

department finds that

(!) the licensee has failed to pay the license fee, failed to maintain the 

required bond in effect, or failed to comply with a demand, ruling, or requirement of 

the department made under this chapter;

(2 ) the licensee has violated a provision of this chapter or a regulation 

adopted by the department under this chapter; or

(3) a fact or condition exists that, if  it had existed at the time of the 

original application for the license, clearly would have constituted ground for denial of 

the issuance o f the license.

(b) If  the reason for suspension or revocation of a licensee's license at one

:S IIB 389 ( ) -6 -
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location applies generally to all locations operated by the licensee, the department may 

suspend or revoke all licenses issued to the licensee.

Sec. 06.50.310. Reports to department, (a) On or before March 15 o f each 

year, a licensee shall file with the department a composite annual report for the 

preceding calendar year in the form prescribed by the department relating to all 

advances made by the licensee. The department may require that the report be 

submitted under oath or affirmation, or with notice that false statements made are 

punishable as unsworn falsification under AS 11.56.210.

(b) The report must include

(1) the total number and dollar amount o f  advances made by the 

licensee; j

(2 ) the total number of individual customers who received advances; '

(3) the minimum, maximum, and average amount o f advances; i

(4) the average annual percentage rate o f  the fee charged for advances;

(5) the average number of days o f the advances;

(6 ) the total number and dollar amount o f returned checks; ,

(7) the total number and dollar amount o f checks pa‘d by advance 

recipients; |

(8) the total number and dollar amount o f  checks charged off as a loss;

(9) the total dollar amount of outstanding advances as of the last day of 

the calendar year; I

( 10 ) the total number of outstanding advances as of the last day of the 

calendar year; and

( 1 1 ) any other information the department determines is required to 

conduct its review. I

(c) Within 15 days after the occurrence o f any of the following events, a 

licensee shall file a written report with the department describing the event and its 

expected effect on the activities o f the licensee in the state: i

( 1) filing for bankruptcy or reorganization by the licensee; !

(2 ) institution o f suspension or revocation proceedings against the 

licensee by a state or other governmental authority;

-7- CSIIB389( )
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(3 ) a felony indictment or felony conviction o f the licensee and, if the 

licensee is not a natural person, of a member, partner, director, senior officer, or holder 

of 10  percent or more o f the licensee's equity; and

(4) other events that the department determines and identifies by 

regulation that may impair the ability o f the licensee to operate its business under this 

chapter.

(d) In the discretion o f the department, the occurrence o f an event in (c) of this 

section may constitute grounds for suspension or revocation o f a license.

Sec. 06.50.320. Records, (aj A licensee shall maintain all records relating to 

this chapter at the location for which the licensee has a i’"mse. The records must 

conform to generally accepted accounting principles and practices in a manner that 

will enable the department to determine whether the licensee is complying with the 

provisions of this chapter. The department shall have unrestricted access to the 

records of the licensee.

(b) A licensee shall retain records relating to an advance for at least two years 

after the last entry on the advance, unless otherwise required by the department.

(c) A licensee shall retain records of an advance that is the subject o f  a court 

action for at least two years after a judgment or settlement o f the court action.

Sec. 06.50.330. Examinations and investigations, (a) The department shall 

examine the business records of a licensee at intervals the department considers 

appropriate. In addition, for the purpose of discovering violations of this chapter or 

securing information lawfully required, the department may, at any time, investigate 

the advances, business transactions, and records of a licensee. For these purposes, the 

licensee shall provide the department with unrestricted access to the offices, places of 

business, and records o f the licensee. Within 30 days after the department requests 

payment, the licensee shall pay the department the cost o f examination at a rate of $75 

an hour for each examiner.

(b) For the purposes of this section, the department may administer oaths or 

affirmations and, upon its own motion or upon request o f  a party, may subpoena 

witnesses, compel the attendance of witnesses, take evidence, and require the 

production of material that is relevant to the investigation, including the existence,

CSHB 389( ) -8-
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description, nature, custody, condition, and location of books, documents, and other 

tangible items, and the identity and location o f persons having knowledge o f relevant 

facts, or other material reasonably calculated to lead to the discovery o f  admissible 

evidence.

(c) Upon failure without lawful excuse to obey a subpoena or to give 

testimony, and upon reasonable notice to all persons affected by the failure, the 

department may apply to the superior court for an order compelling compliance.

A rtic le  4. Licensee Practices and Recipient Rescission and Payment.

Sec. 06.50.400. Advance agreement, (a) An advance shall be documented in 

a written agreement that is signed by the advance recipient and on a form approved by 

the department.

(b) The agreement must clearly and conspicuously disclose

(1) the name of the licensee;

(2 ) the date o f the advance;

(3) the principal amount o f the advance;

(4) a statement o f the total amount of fees that may be charged under 

AS 06.50.460(a) as a condition of making the advance, expressed both as a dollar 

amount and as an annual percentage rate;

(5) the repayment terms;

(6 ) the due date;

(7) an itemization of all disbursements, including disbursements to

third parties;

(8) the name and title o f the employee who signs the agreement on 

behalf o f the licensee; and

(9) any other item required to be disclosed under state or federal law.

(c) The written agreement required by (a) of this section may not require an

advance recipient to waive any rights under 15 U.S.C. 1692 - 1692o (Fair Debt 

Collection Practices Act) or other state or federal laws that regulate debt collection 

practices.

Sec. 06.50.410. Maximum amount of advances. A licensee, including a 

licensee with more than one location, may not make advances to an advance recipient

-9-
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that exceed $500 outstanding in advances to the recipient at one time.

Sec. 06.50.420. Prohibition on dividing advance amount or increasing 

number o f advances. A licensee may not induce or permit an advance recipient to 

divide the amount of an advance, or to become obligated, directly, contingently, or 

both, for more than one advance at the same time, if  the purpose or result is to obtain 

additional origination fees under AS 06.50.460(a)(1).

See. 06.50.430. Prohibition on collateral and services. The licensee may 

not accept collateral or sendees as security for or payment o f an advance.

Sec. 06.50.440. Duration o f advances. The minimum duration o f  an advance 

is 14 days.

Sec. 06.50.450. Prohibition on advances on behalf o f another. A licensee 

may not make an advance to a person who purports to be acting on behalf of another 

person.

Sec. 06.50.460. Fees, (a) Notwithstanding any other provision o f law, except 

for the fee allowed under AS 06.50.510(b)(3) and where federal law provides 

otherwise, a licensee may only charge

percent o f the total amount of the advance, whichever is less.

(b) A licensee may not charge a fee other than the fees allowed under (a) of 

this section.

(c) The fees allowed by (a) of this section are considered earned at the time of 

the transaction and may not be prorated.

(d) A licensee may not charge the advance recipient an additional fee to access 

the proceeds o f an advance.

Sec. 06.50.470. Renewal of advance, (a) The minimum term ol a renewal of 

an advance is 14 days.

(b) A licensee may not renew an advance more than two consecutive times, 

after which the licensee shall require the advance recipient to repay the advance in

(c) A licensee may not renew an advance for a fee greater than the fee under

(1) a nonrefundable origination fee in an amount not to exceed $5; and

(2) a fee that does not exceed $15 for each $100 o f an advance, or 1*

full.

CSHR 389( ) -10-
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AS 06.50.460(a).

Sec. 06.50.480. Rescission. A person who receives an advance may rescind 

an advance without cause and without cost, except for the nonrefundable origination 

fee, at any time before the close of business on the business day following the day on 

which the advance was made by paying the principal amount o f  the advance to the 

licensee in cash or other immediately available funds.

Sec. 06.50.490. Prohibited arbitration requirement. A licensee may not 

require a recipient to agree to mandatory arbitration.

Sec. 06.50.500. Posted fee notice. A licensee shall post a notice in each 

business location that discloses the fees that the licensee charges for advances. The 

fees in the notice must be expressed as a dollar amount, as an annual percentage rate 

for 14 days for each $100, and as an annual percentage rate for 30 days for each $100. 

The notice must also contain any other reasonably necessary information required by 

tire department by regulation. The notice shall be posted so that it is conspicuous to an 

advance recipient or a potential advance recipient. The lettering in the notice must be 

legible and at least one inch in height.

Sec. 06.50.510. Required disclosures before disbursement, (a) Before 

disbursing funds under an advance, a licensee shall provide a clearly written statement 

that is separate from the written advance agreement required by AS 06.50.400(a). 

This disclosure statement must be reviewed and signed by the advance recipient. The 

licensee shall keep the signed original in the advance file for the recipient and give a 

copy to the recipient. I

(b) The disclosure statement required by (a) o f this section must '

fee for costs as allowed under AS 09.68.115(a)(2) if  a payment is returned unpaid;

licensee may sue the recipient and recover up to $700 over the amount of the payment

( 1) indicate the advance is intended to address short-term, not long­

term, financial needs;

(2 ) include an explanation of all fees for advances and renewals of

advances;

(3) state that the licensee may charge an advance recipient a bad check

(4) state that, in the event o f the advance recipient's default, the

-11-
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and, if  the payment is a check, recover as permitted under AS 06.50.550(b),

(5 ) give the department's address and telephone number for receiving 

calls regarding customer complaints and concerns;

(6 ) state that the licensee may not accept collateral or services for an

advance;

(7 ) state that the check given as security for the advance may be 

negotiated as part o f the advance;

(8) state that

(A) the advance recipient may rescind the advance without 

cause at any time before the close of business on the business day following 

the day on which the licensee makes the advance by paying the principal 

amount o f the advance to the licensee in cash or other immediately available 

funds;

(B) if  the advance recipient rescinds under this paragraph, the 

origination fee is not refundable, but the licensee may not charge the recipient 

another fee, except for a bad check fee for costs as allowed under 

AS 09.68.115(a)(2) i f  the payment is returned unpaid;

(9 ) state that a criminal action may not be brought against the advance 

recipient for failure to pay the advance; and

(10 ) include other information reasonably required by the department 

to inform and protect advance recipients.

Sec. 06.50.520. Paym ent by licensee, (a) A licensee may give an advance 

recipient the amount o f the advance in cash, by the licensee's business check, by a 

money order, or by a reasonable electronic payment mechanism, including an 

electronic funds transfer to tire advance recipient's account.

(b) A licensee may not use another form of payment than the form of payment 

authorized in (a) o f this section to make an advance to an advance recipient. In this 

subsection, "another form of payment" includes coupons, merchandise, services, or 

chattel of any kind.

Sec. 06.50.530. Paym ent by advance recipient, (a) An advance recipient 

may repay an advance

WORK DRAFT WORK DRAFT 23-LS1341\U
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( 1) in cash;

(2 ) by negotiation o f the recipient's check that secures the advance; or

(3 ) with the agreement of the licensee, a debit card, a cashier's check, 

an electronic funds transfer from the recipient's bank account, or a reasonable 

electronic payment mechanism to which the parties agree.

(b) / j i  advance is paid in full when the advance recipient repays the advance 

under (a) o f this section, or when the advance recipient rescinds the advance under 

AS 06.50.480.

(c) A licensee may not accept payment o f an advance from the proceeds of 

another advance provided by the same licensee.

Sec. 06.50.540. Default fees. If  a payment received from an advance 

recipient is returned unpaid to a licensee, the licensee may not collect the fees allowed 

by this chapter unless the fees are disclosed in the agreement for the advance under 

AS 06.50.400.

Sec. 06.50.550. Collection or court action after default, (a) If  an advance 

recipient defaults, before assigning the payment obligation to a third party for 

collection and before initiating a court action against the recipient, a licensee

( 1) shall attempt in good faith to contact the advance recipient at 

reasonable times by telephone or mail to discuss the delinquency and to offer the 

recipient a payment plan under (2 ) o f  this subsection;

(2 ) shall offer the recipient a payment plan under which

(A) the recipient may repay the delinquent advance over an 

extended period of time, which may not exceed six months;

(B) at least five percent o f the outstanding balance is due when 

the payment plan is signed;

(C) an additional fee by the licensee is not allowed, except for a 

bad check fee for costs as allowed under AS 09.68.115(a)(2);

(3) in addition to the contact required by (1) o f this subsection, shall 

send a certified letter to the recipient's last known address at least 15 days before the 

action that makes the offer described in (2 ) o f this subsection and that informs the 

recipient o f the licensee's intent to proceed with a court action.

WORK DRAFT WORK DRAFT , 23-LS134UU
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(b) The licensee may initiate a court action against a defaulting recipient t

WORK DRAFT 23-LS1341M

recover damages and costs allowed under AS 09.68.115 if  the licensee has complied 

with (a) o f this section. Notwithstanding AS 09.68.115, the total o f  all damages and 

costs, including damages recovered under AS 09.68.115(a), may not exceed the 

amount of the payment by S700.

Sec. 06.50.560. Threat o f crim inal action prohibited. A licensee may not 

threaten an advance recipient with criminal action as a result of the recipient's default.

Sec. 06.50.600. Regulations. The department may adopt regulations under 

AS 44.62 (Administrative Procedure Act) to implement this chapter.

Sec. 06.50.610. Relationship to federal and other state law. (a) If a 

provision o f this chapter is preempted by or conflicts with federal law in a particular 

situation, the provision does not apply to the extent o f the preemption or conflict.

(b) If  a provision of this chapter conflicts with another state law in a particular 

situation, the provision in this chapter governs to the extent of the conflict.

Sec. 06.50.900. Definitions. In this chapter, unless the context requires 

otherwise,

more o f the governance interests o f  the entity, or the ability of a person to elect a 

majority o f the directors;

(4) "deferred deposit advance" means a transaction in which a person

(A) accepts a dated check from a person seeking an advance;

(B) agrees to hold the check for a specified period of time 

before depositing or otherwise negotiating the check; and

(C) pays to the advance recipient, credits to the account of the 

advance recipient, or pays to another person on behalf of the advance recipient

Article 5. Miscellaneous Provisions.

Article 6. General Provisions.

CSHB 389( ) .1 4 .
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the amount o f the check less the charges allowed under this chapter;

(5) "department" means the Department o f Community and Economic

Development;

(6 ) "license" means a license issued under this chapter;

(7 ) "licensee" means a person to whom a license has been issued under

this chapter.

* Sec. 4. AS 44.62.330(a) is amended by adding a new paragraph to read:

(61) Department o f Community and Economic Development relating 

to the licensing and regulation o f persons making deferred deposit advances under 

AS 06.50.

* Sec. 5. The uncodified law o f the State of Alaska is amended by adding a new section to 

read:

TRANSITION: EXISTING ACTIVITIES, (a) Notwithstanding the licensing

requirements of AS 06.50.010 - 06.50.090, enacted by sec. 3 o f this Act, a person who, on the 

day before the effective date o f secs. 1 - 5 o f this Act, is engaged in the business of making 

deferred deposit advances may continue to make deferred deposit advances for 60 days after 

the effective date of secs. 1 - 5 o f  this Act without being licensed under AS 06.50, enacted by 

sec. 3 c f  this Act. Beginning on the 61st day after the effective date o f secs. 1 - 5 of this Act, 

a person described in this subsection shall be licensed under AS 06.50.010 in order to 

continue making deferred deposit advances.

(b) In this section, "deferred deposit advance" has the meaning given in 

AS 06.50.900, enacted by sec. 3 o f this Act.

* Sec. 6 . The uncodified law o f the State of Alaska is amended by adding a new section to 

read:

TRANSITIONAL PROVISIONS: REGULATIONS. The Department of Community 

and Economic Development may proceed to adopt regulations necessary to implement this 

Act. The regulations take effect under AS 44.62 (Administrative Procedure Act), but not 

aefore the effective date o f secs. 1 - 5 o f this Act.

* Sec. 7. Section 6  of this Act takes effect immediately under AS 01.10.070(c).

* See. 8 . Sections 1 - 5 o f this Act take effect January 1, 2005.

-15-
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Page 10, line 1:
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FROM AKPIRli FAX NO. : 9072789300 Apr. 20 2004 03:38F-M PI

AkPIRGAlaska Public Interest Research Group
P.O. Box 101093 I 507  E Street, Suite 213 | p: 907 .278 .3 6 i l  I

Anchorage, AK 99510 I Anchorage, AK 99501 I f: 907 .278.9300  I

April 20, 2004

Fax to: Members of the House Finance Committee Pages: 4 total

From: Steve Cleary -  AkPIRG Phone: 278-3661

RE: HB 389 -  Deferred Deposit Advances (Payday Loans)
Dear House Finance Committee Members;

AkPIRG has been working to protect consumers in Alaska since 1974. We arc attempting to modify 1J.B 389 
to better protect vulnerable consumers in Alaska. We have been working together with AARP, the 
Archdiocese of Anchorage, Anchorage Neighborhood Housing Rnd the Alaska Legal Services Corporation to 
highlight the dangers of payday loans and how they trap consumers into a cycle of debt.

The Georgia legislature recently passed legislation that limits payday lenders to a 60% APR. Payday lending 
is currently in a legal vacuum in Alaska, HB 389 legalizes this industry in Alaska at the levels that most 
lenders are currently charging, wltich amounts to an APR over 400%. Wo have consistently argued that this 
is too high a rate for vulnerable consumers to pay and that it should be lowered by reducing the SI 5 per $100 
charge allowed.

The industry has claimed they will be forced out of business by that. So wc have come up with a compromise 
that will both reduce the interest rate and maintain the industry profit - which is to lengthen the minimum 
term of the loan to 30 days. This will allow consumers two pay periods to pay the loan back and will also 
allow military personnel who have chosen to be paid only once a month a better shot at paying back the loan 
without defaulting.

Industry representatives have claimed that the longer term will cost them more money and they will need to 
charge more for the loans. Yet they have offered no proof of this. One payday lender in testimony (see 
attached from House Labor and Commerce Feb 23, 2004) has proven that they make 26,000 loans a year to 
24,000 customers. If these customers were offered two more weeks to pay, it would nol alter their profits. In 
addition, since nearly all the loans were taken out by individual customers, it is unclear why the industry 
pushed for two rollovers in the bill, since the vast majority of their customers are not rolling over at all.

We advocate two simple changes to HB 389:
1. Extend the minimum term of the loan from 14 to 30 days
2 . Reduce the number of rollovers allowed from 2 to 1.

consideration.you for your time and 

AkPIRG Executive Director
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Number 2066

DEBRA FINK, owner. Cash Alaska, testified in a m o rt of HB 389
jmd responded:

Pm with Mr. SnifFen. T don't know how you do it. Jn 
our stores, we arc all connected. So, within tho four 
stores that I own, there is never any danger of 
someone going beyond the $500 limit. I suspect, for 
other stores that have multiple locations, they could 
work something else like that out as well. I don't 
still think there's any way of knowing whether 
somebody is going across town to another place, and 
taking out a loan that brings their total in excess of 
$500. But, certainly within our business, h o u r own 
stores, we can control that.

Number 2030

Essentially, a 36 percent interest rate, although even 
that sounds like a lot when you just say that number, 
would not be enough to allow the industry to stay in 
business. If you'll just sort of be patient with me 
for a moment. As someone mentioned, we did about 
,26,00010305 last year. Incidentally, we had 24 000 
customers who did those 26,000 loans. Someone else 
had a question like that, 1 think. ~~~

Tn any event, at the 36 percent rate, based on the 
number of loans T did, to round up slightly, we would 
have brought in $120 ,000  in fees. I have four 
locations and I have nine people who are working flill 
time. Our stores are open 80 hours a week, I have 
nine full time people who are working to provide this 
service to tho community. Those nine people, with 
their salaries and benefits are making about $40,000 
each, which is $360,000 which is already three times 
the 36 percent cap that people are recommending. So 
you can see, that just to offer the service, with that 
small portion of our overall ovcrhcad.it would just 
be impossible.

We also have two and a half people working in our 
collections division, 1 have a full time auditor, who 
just docs the payroll advances, and I have store 
managers, 1 have a general managers, So, we're 
getting into payroll costs that are higher than the 
industry average, we're about 40 percent, of our SI5 
fee, just to cover the people that are helping and 
taking care of the customer. That doesn't count our 
lease, our utilities, our $ 120 ,000  computer system 
that keeps all of our stores connected so that wc can



FROM : A1UA AKPIRG FAX NO. :9072789300 Apr. 20 2004 03:39PM P3

limit the maximum dollar amount of loans oul. iL's 
very expensive to run a business up here.

Number 1925

A recent study was done. I passed out some of the 
sheets here to some of the folks in attendance. On 
Tennessee, Kentucky, Illinois, and Wisconsin, they 
broke down where this $15 per $ 1 0 0  goes, and they end 
up with about a 10 percent profit, which is about 
$1.50 pcrSlOO that's profit. The rest is what it 
costs to simply provide the service. I haven't done 
my figures exactly this way, but this is certainly in 
the ballpark.

I, too, would like to charge only 36 pcrc-int, or 5 
percent, but the service simply couldn't be offered at 
a 36 percent cap,

CHATR ANDERSON stated

V/c have to be realistic, too, when you say your 
service to the community, but T mean, you're in the 
business tc make money. Your testimony, in addition, 
is that you're not making a windfall from this. So, 
when you look at other states, like California and 
such, where there are numerous stores, such as yours, 
here there are less, it sounds like you answered the 
question when someone said," Are there multiple 
consumers coming in with potential loans every month?" 
and you said there are 24,o6o customers for 26.000" 
loans, so that's almost one loan per customer.

Number 1857

MS. FINK replied:

T can't speak for any business, other than my own, up 
here. I do know the community, and thoy seem pretty 
responsible tome. I would also like to point out 
that in most states, wheie people have been charging 
$15 per $100, which, incidentally, is under the 
national average, so we're going for the low end, rate 
wise up here, but in states where they have even the 
average rate of about $17 per $100, stand-alone stores 
that are nut part of chains, arc going out of 
business, like crazy.

in fact, up here, the majority of pcoplo that I was 
aware of that started doing the payroll advances five 
and six years ago are no longer doing it, because it's 
just not financially feasible. Stand-alone stores
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would have a very difficult time staying alive, even 
with this bill that's in front of you today.
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() Publish Date:________ _______________

STATE OF ALASKA Fiscal Note Number: _____________
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Title Deferred Deposit Advances____________________ RDU Banking, Securities & Corporations (H 5)
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Requester House Finance_______________________________ Component No. 1233

E xp t .id itu re s /R e v e n u e s ____________________________________ (Thousands o f D ollars)____________________
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal S. ,ces 104.0 104.0 104.0 104.0 104.0 104.0
Travel 12.0 12.0 12.0 12.0 12.0 12.0
Contractual 103.7 103.7 103.7 103.7 103.7 103.7
Supplies 1.5 1.5 1.5 1.5 1.5 1.5
Equipment 4.8
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 226.0 221.2 221.2 221.2 221.2 221.2

CAPITAL EXPENDITURES

CHANGE IN REVENUES (1156) 74.5 46.5 93.3 72.0 118.8 97.5

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
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POSITIONS
Full-time
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Temporary

2
0
0

ANALYSIS: fAttach a snnaraln naoa if nncassarv)

This legislation requires the Division of Banking, Securities and Corporations to license and supervise Alaska's 
payday lending establishments.

The division anticipates t v "  -^^^'tional staff will be needed to implement these provisions.

Personal Services: One Financial Institution Examiner I ($61.7) and one Administrative Clerk III ($42.3)
Travel: In-stale and out-of-state travel to verify establishments have licenses and to examine licensed 
establishments.
Continued on Next pege

Prepared by: Mark Davis, Director_______________________________________ Phono (907) 465-2521
Division Banking, Securities & Corporations__________________________ Date/Time 4/21/04 8:23 AM
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FISCAL NOTE

AN ALYSIS CONTINUATION

STATE OF ALASKA BILL NO. CS HB389 (L&C)
2004 LEGISLATIVE SESSION

Contractual: Hearings for applicants who file formal complaints regarding the denial of applications or 
revocation of a license ($100.0), rent ($1.2 ), and miscellaneous contractual exp enses for two new 
employees ($2.5).

Supplies: M iscellaneous contractual expenses for two new employees ($2.5).

Equipment: Computer equipment for new staff ($4.8).

Change in Revenues: The division anticipates an increase in revenues (Receipt Supported Serv ices/RSS) 
a s a result of collecting new licensing fees required by this legislation. Th is estimate is  based on the 
assumption that there are 20 establishments who will each pay $2.0 for a biennial license which equates to 
$20.0 in revenues on an annual ba sis in FY05. We estimate that the number of establishm ents would 
increase by 6 establishments in each of the next five years and then level off at 50 establishments.

The division also estimates there will be additional revenues collected to recover the cost of examining 
establishments for compliance with the provisions of this legislation. We estimate that we would recoup 
approximately $ 1,12 5 .0 0  per examination. Th is is  based on the assumption that each examination would 
require an average of 15  examination hours at a cost of $75  per hour.

The total revenue for the first year would be an estimated $74.5.

r a y e  c. ui i.



AARP A la s k a

April 19,2004

The Honorable John Harris, Co-Chair 
House Finance Committee 
Alaska State Capitol, Room 507 
Juneau, Alaska 99801-1182

The Honorable Bill Williams, Co-Chair 
House Finance Committee 
Alaska State Capitol, Room 515 
Juneau, Alaska 99S01-11°2

RE: FIB 389 (House Labor and Commerce Committee) -  Oppose

Dear Co-Chairs Harris and Williams:

On behalf of the 76,000 AARP members in Alaska, we wish to express our strong opposition to 
IIB 389 regarding deferred deposit advances, also known as payday loans, sponsored by the 
House Labor and Commerce Committee. Under the plain language of Alaska’s general usury 
statute and small loans act, the maximum interest rate of 36 % under the usury statute should 
apply to payday lending. I1B 389 would eliminate the cap on interest rates for these loans and 
allow usurious lending.

There arc reasons why the federal government, the Consumer Federation of America, Consumer’s 
Union, the National Consumer Law Center and AARP consider payday loan operators as 
predatory lenders.

Payday loans usually affect the most vulnerable segment of the population; those that cannot 
secure credit ora small loan from traditional financial institutions, often because the loan amount 
is small, or they do not have the necessary collateral. Those who live from paycheck to paycheck 
must resort to “fringe” banking services such as payday loans if an emergency arises.

Cash-strapped consumers rarely have the ability to repay the entire loan when their payday 
arrives because that would leave them with little to nothing to live on until the next paycheck. 
Lenders then encourage consumers to roll-over or refinance one payday loan with another. The 
result is that the consumer pays another round of charges and obtains no additional cash in return. 
For example, if a consumer is charged 15% on the lace amount of a check of $200, the consumer 
receives $170 in cash, which amounts to an annual percentage rate of 458% if the loan is repaid 
in two weeks (this is subtracting the interest rate paid from the loan amount). If the consumer 
cannot repay the loan in two weeks, however, the loan is rolled over into a new payday loan, and 
the annual percentage rate jumps to a staggering 917%. It is not hard to see how the consumer 
becomes trapped in a cycle of debt.

3601 C Street, Suite 1420 | Anchorage, AK 99503 1907-341-2277 1907-341-2270 fax 11-877-434-7598 TTY 
James G. Parkel, President | William D, Novelli, Executive Director and CEO | www.aarp.org

http://www.aarp.org


This legislation would legalize payday loans, thereby authorizing interest rates that exceed state 
usury limits more than ten times over. At minimum, HB 389 would allow loans of up to $500 to 
be made at a 15% interest rate, which translates to an annual percentage rate (APR) of 391 
percent, with the potential for skyrocketing rates, as explained above. It would also allow 
payday lenders to charge an origination fee, with no limit set. And although this origination fee is 
not considered interest in the bill, in fact it will have the identical effect, as the consumer must 
repay this fee to renew the loan. To claim that this fee is not interest, when it serves the same 
service, is to remove it from any Truth-in-Lending obligations. This is unconscionable.

In addition, this legislation allows what are known as “touch and go” loans, where borrowers can 
take out a new loan immediately after paying off an old loan, resulting in borrowers entering a 
never-ending cycle of using two lenders to continually pay off each other, while plunging the 
borrower into ever-deeper debt.

As stated above, to renew the loan, consumers would have to repay the origination fee as well as 
the $15 per $100 loan charges. Research in several states, such as Illinois, Indiana, and 
Wisconsin, shows that consumers typically take out 10-12 payday loans a year. This is not 
surprising; if a consumer is so desperate for cash that they will pay nearly 400% in interest to take 
out a loan, it is unlikely they will be able to repay the loan at the end of the loan term, which is 
typically no longer than two weeks. The consumer then repays the interest over and over again to 
extend the loan term, as they do not have the money to repay the principal. The limit on renewals 
in this bill will not end this practice in any way. There is no limit on the number of loans that can 
be taken out by the consumer, just a limit on the dollar amount from one lender or its affiliates. 
Consumers often have multiple loans outstanding from multiple lenders, using one loan to pay off 
another. (Arizona law requires payday lenders to use Telecheck to make sure that an individual 
has not already borrowed from other payday lenders.)

AARP, in collaboration with the Consumer Federation of America, Consumer’s Union, and the 
National Consumer Law Center, has been working on predatory lending issues for several years. 
As part of this effort on predatoiy lending, our organizations have developed a model bill 
recognizing that consumers, particularly those who arc “unbanked,” may have a need for small 
loans but they should not pay usurious rates to receive them. Further, the repayment terms of the 
loan must be reasonable so consumers arc not trapped in debt. Our model bill calls for a 
repayment period of two weeks for every $50 borrowed, which allows consumers to pay back 
their loans without having to go deeper into debt. We also advocate a 36 percent annual interest 
rate cap, which is consistent with Alaska’s existing small loan act. (Some states set this cap 
below 36 percent.) The model also prohibits lenders from extending loans to consumers who 
already have $300 outstanding in payday loans, either from the same lender or any other lender. 
Payday loans are heavily marketed in low-income areas and near military bases as “fast, easy, 
credit" with no credit checks, a practice we consider predatory. We have found payday lenders 
who market to older persons who have high medical costs or high prescription costs by 
encouraging retirees to treat their Social Security check like a paycheck.

Many of our AARP members are veterans. We find it particularly onerous that payday lenders 
target young military families wito, because of deployment overseas, may find themselves cash- 
strapped. Several news accounts have discussed this situation faced by our military families 
during our current activities in Iraq and Afghanistan.

Consumers who are considered high-risk borrowers often have a difficult time getting credit or 
reasonable terms. But they deserve protection from deceptive and unfair lending practices. We



do rot think it is in the best interest of Alaska citizens to enable payday lenders to further entrap 
their customers in a cycle of debt. AARP urges the members of the Senate Labor and Commerce 
Committee to oppose this legislation. Send a message, loud and clear, that the Alaska Legislature 
will not support organizations that rip off our most vulnerable citizens.

AARP recommends a “NAY” vote on HB 389.

Should you have any questions about our position, please feel free to contact Marie Darlin, 
Coordinator of the AARP Capital City Task Force (907-586-3637), Patrick Luby, AARP 
Advocacy Director (907-762-3314) or me (907-245-5259).

Thank you for your consideration.

Sincerely,

Marguerite Stetson
AARP State Coordinator for Advocacy 
3009 Northwood Street 
Anchorage, AK 99517-1871 
907-245-5259 (voice)
907-245-5279 (fax) 
ffmasfdtaurora.uaf.edu

CC: Vice-Chair Kevin Meyer
Representative Mike Chenault 
Representative Bud Fate 
Representative Richard Foster 
Representative Mike Hawker 
Representative Bill Stoltze 
Representative Eric Croft 
Representative Reggie Joule 
Representative Carl Moses 
Marie Darlin 
Patrick Luby



W h e r e  d o  f e e s  f o r  D e f e r r e d  D e p o s i t  A d v a n c e  S e r v i c e s  g o ?

S u p p lie s Equipment 

1 0 %

Advertising

6 %

Bad D ebts 

5%

Profits

1 0 %

Interest E xp e n se  

3%

Administration 

8 %
Store  Operating E x p e n se s  

2 %

P ro fe ssiona l S e rv ic e s  

3%

Sa la rie s 

34% □  Salaries

■  Rent

□  Store Operating Expenses

□  Professional Services

■  Administration

□  Interest Expense

■  Taxes

□ Profits

■  Bad Debts

■  Supplies Equipment

□  Advertising

Data for this chart compiled by the Check C a sh ers A ssociation of New, based on data from a public filing with the Securities Exchange Com m ission by a
company offering deferred deposit se rv ice s in several mid-west states.

V .
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CHECK CASHERS ASSOCIATION OF NEW YORK , INC.
500 Fifth Avenue, Suite 2410, New York, NY 10110,212-268-1911, Fax 201 -487-3954

•TICEKS:
nes Eustace, Pre:ident 
iltluw Bardach. Wee President 
Brodsky. Treasurer 

drew Boisseltc. Secretary

The  Costs of Providing E me rg e n c y  

A dvan ce Services

lECLTIVE DIRECTOR: 
nry R Shyne

•NERAL COUNSEL: 
raid Goldman

ATINUM ASSOCIATE 
•MBERS:
ashpoint Network Services 
hasc Manhattan Bank 
larshall & Sterling, Inc. 
lost Distribution Services, Inc, 
he Pay-O-Matic Corporation 
ravelers Express/MoncyGram'“ 
'estem Union' F rancial Services

The b u s in e sse s  that will provide Emergency Advance se rv ice s are primarily small, family 
run operations. A number of factors play a part in determining the co st of providing this 
vital serv ice  to working New Yorkers. *. he legislation supported by the Check C a sh ers 
Association of New York ca lls for a $ 1 5  fee per $100  advanced. T h is  would be among 
the lowest rates charged for deferred deposit se rv ice s in the country and far lower than 
the $25  to $40 now charged by som e out of state lenders advertising se rv ice s to New 
York residents.

The Check C a sh e rs A ssociation of New York State has reviewed available data from 
several so u rce s to determine how much licensed check ca sh e rs would expect to make 
on each transaction. T h is included reviewing a study from the State of T e n n e sse e , a 
government filing made by a company that operates 250 check cashing outlets in the 
Midwest and other available data. Each of these so u rce s confirm that the sing le  largest 
expense area for check ca sh e rs would be the sa laries paid to people working at the 
outlets in New York. Based on the $ 15  fee per $100  advance proposed in the New York 
legislation, the data uncovered by the Check C a sh e rs A ssociation of New York indicates 
that New York b u s in e s s e s  providing Em ergency Advance s e r v ic e s  w ould earn 
only $ 1 ,5 0  to $3.00 on each  $100 transaction .

W h e r e  do fees for E me rg e nc y  Ad v a n c e  Services go?

(Data for this chart was obtained from a public filing with the Securities and Exchange Commission by a company 
offering deferred deposit services in several states, including Kentucky, Tennessee. Missouri and Illinois.)
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C O M P A R I S O N  O F  C S H B 3 8 9  T O  C U R R E N T  L A W

CS H B3 8 9  D E F E R R E D  DEPOSIT BILL C U R R E N T  S T A T U S

REGULATION Specifically, and by law
Operates under Small Loan Act 

Exemption of $500

AUDIT & INVESTIGATIONS Minimum every 18 months None

R E G U L A T O R Y  OVERSIGHT State Division of Banking & Securities None

STATISTICS/REPORTS Submissions to Division of Banking None

A D V A N C E  LIMIT $500 $500

R OLLO VERS Limit of 2 No Limit

A L L O W A B L E  FEE $15/ $100 advanced - $5 origination fee Decided by individual lenders

T E R M S  OF A D V A N C E Minimum of 14 days Between lender and consumer

C O N S U M E R  PROTECTIONS Right of Rescission mandated No Right of Rescission required

Required disclosure of charges, interest, 

terms, penalties, and rights
Annual Percentage Rate only

Certified mailing to borrower offering 

payment plan option before legal action

Legal action 15 days after 

notication by mail to consumer

Payment plan option for up to 6 months 

with no add'l charge except $25 fee
Between lender and consumer

PENALTY F OR  BAD C H E C K Limits penalty to $700 Limits penalty to $1000



LAW O FF IC E S  OF
D a v id  J .  S c h m id
ATTORNEY AT LAW  

60 0  "L” Stroct, Suite 503  
Ancliurnge, A laska 99501 

TELEPHONE (90/) 270--!335 FAX (507) 278-1612

April 20 , 2004

Deborah Fink 
Cash AJaska 
2917 Spenard Rd.
Anchorage, AK 99503

Re: Vickie A. Hardy vs. Fine Pawn, inc.. Case No. 3AN-03-05191 (Cl)

Dear Ms. Fink:

This letter is in response to your inquiry regarding the status o f the superior court action in 
Vickie A. Hardy vs. Fine Pawn. Inc. dba Alaska First Cash. Case No. 3 AN-03-05191 (Cl), in 
which this office represents the defendant, Alaska First Cash. The lawsuit relates to two “payday” 
loans that were made by Alaska First Cash to the plaintiff. The lawsuit alleges that the interest 
rate charged for the loans was unlawful because it exceeded the usury rate, and seeks damages 
and injunctive relief enjoining Alaska First Cash from charging interest at rates higher than the 
usury rate for any future payday loans.

Our research demonstrates that the legislature intended to exempt such loans from the 
usury rate when it enacted, and subsequently amended, 'he provisions o f AS 06.20.330, under the 
Alaska Small Loans Act. Enclosed is a copy of our opposition and cross-moiion for summary 
judgment that was recently filed in the action, which details the legislative histoiy regarding this 
provision and which, we believe, conclusively demonstrates that such loans were intended by the 
legislature to be exempt from any interest rate regulation, including the usury statute. It also 
attaches copies of the relevant legislative materials and hearing transcripts identified in our 
opposition. We are confident that the court will rule that such loans are exempt from usury, and 
will dismiss the plaintiffs claims against Alaska First Cash.

With regard to your inquiry as to the legal effect o f a possible ruling by 'he superior court 
that such loans are subject to the usury rate, at this point, such ruling would only be binding 
against Alaska First Cash, and would be subject to reversal on appeal by the Alaska Supreme 
Court. Even if the court’s ruling were to be upheld by the Supreme Court, it would not have any 
immediate effect or. other payday lenders, in the absence of another lawsuit filed against them.

Very truly yours

Eric R. Cossm an

ERC/na
enclosures



F I S C A L  N O T E

STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):___
Title Deferred Deposit Advances

Fiscal Note Number: 
Bill Version’
() Publish Date:

CSHB 389 (L&C)

DCED

(Payday Loans)
Sponsor
Requester

House Labor & Commerce

Dept. Affected_____________________________
RDU Banking. Securities & Corporations (115)
Component Banking, Securities & Corporations

House Labor & Commerce

E xpend itu res /R evenues
Note: Amounts do not include inflation unless otherwise noted below.

Component No. 

(Thousands o f Dollars)

1233

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

104.0 104.0 104.0 104.0 104.0 104.0
12.0 12.0 12.0 12.0 12.0 12.0

102.5 102.5 102.5 102.5 102.5 102.5
1.5 1.5 1.5 1.5 1.5 1.5
4.8

TOTAL OPERATING 224.8 220.0 220.0 220.0 220.0 220.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (1156) 64.0 69.0 64.0 69.0 74.0 79.0

1002 Feder3i Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
1156 Receipt Supported Services 224.8 220.0 220.0 220.0 220.0 220.0

TOTAL 224.8 220.0 220.0 220.0 220.0 220.0

Estimate of any current year (FY2004) cost: 0.0
Chec this box (X) if funding fo r this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

2
0
0

ANALYSIS' (Attach a separate page if necessar)')

This legislation requires the Division of Banking, Securities and Corporations to license and supervise Alaska's 
payday lending establishments.

The division anticipates two additional staff will be needed to implement these provisions.

Personal Services: One Financial Institution Examiner I (S61.7) and one Administrative Clerk III ($42.3)
Travel: In-state end out-of-state travel to verify establishments have licenses and to examine licensed 
establishments
Contractual: Hearings for applicants who Tile formal complaints regarding the denial of applications or revocation of a 
license ($100.0) and miscellaneous contractual expenses for two new employees ($2.5)

Prepared by: Mark Davis, Director______________________________________  Phone (907)465-2521
Division Banking, Securities & Corporations__________________________ Date/Time 3/5/04 3:07 PM

Approved by: Edgar Blalchford, Comm issioner_______________________________ Date 3/5 /2004______
Agency Departm ent of Community & Economic Development___________

(Revised 9/2003 OMB) P a g e  1 o f 2



FISCAL NOTE

ANALYSIS CONTINUATION

Supplies: Miscellaneous contractual expenses for two new employees (S2.5)
Equipment: Computer equipment for new staff ($4.8)

Change in Revenues: The division anticipates an increase in revenues (Receipt Supported Services/RSS) 
as a result of collecting new licensing fees required by this legislation. This estimate is based on the 
assumption that there will be 50 establishments who will each pay $500 for a license. The division also 
estimates there will be additional revenues collected to recover the cost of examining establishments for 
compliance with the provisions of this legislation. We estimate that we would recoup approximately $39.0 
from the cost examination of these licensees.

STATE OF ALASKA BILL NO. CSHB 389 (L&C)
2004 LEGISLATIVE SESSION

Page 2 of 2



A l a s k a  S t a t e  L e g i s l a t u r e

H o u s e  O i R e p r e s e n t a t i v e s

Official Business State Capitol 
Juneau, AK 99801-1182

SPONSOR STATEMENT FOR CS HB 389 (L&C) 
BY: Representative Tom Anderson

T IT L E : “A n  A c t  relating to certain monetary advances in which the deposit or other 

negotiation of certain instruments to pay the advances is delayed until a later date; and 

providing for an effective date.”

T h e  deferred deposit advance industry, recognizing c o n s u m e r  d e m a n d  for small, short 

term credit options, has rapidly expanded across the United Slates. Thirty-nine stales and 

the District of C o l u m b i a  have specifically regulated the service; Alaska is currently 

unregulated.

In developing the regulation process C S  H B  3 8 9  ( L & C )  adheres to t w o  important aspects 

of the deferred deposit/payroll advance issue: first, c o n s u m e r  protection -  shielding 

citizens fro m  unconscionable fees and predatory lending tactics; and second, business 

protection -  allowing businesses w h o  are filling a legitimate need for the Alaskan 

c o n s u m e r  to operate without unreasonable regulatory burdens.

C S  H B  3 8 9  ( L & C )  proposes licensing and record-keeping requirements, limits on terms 

and the n u m b e r  of allowable renewals, fees, and reasonable limits on the a m o u n t  of the 

advances. It w o u l d  provide the c o n s u m e r  detailed information about the type of service 

and require full disclosure for all fees and costs incurred during the advance process. 

Additionally, provisions of the bill create a next d a y  “change of m i n d” provision allowing 

the c o n s u m e r  time to reconsider their decision for any reason.

Additionally, C S  H B  3 8 9  ( L & C )  clearly states that businesses m a y  not threaten 

customers with criminal action as a result of a p a y m e n t  deficit.

C S  H B  3 8 9  ( L & C )  does not regulate traditional p a w n s h o p  activities of loans under $500: 

the focus is o n  deferred deposits and business providing this service.

I urge your support for this legislation.

January 22, 2004 -  CS HB 389 (L&C) 23-LS1341 \



S e c t i o n a l  A n a ly s i s  f o r  I I B  3 S 9

Section 1. States the purpose of the Act.

Section 2 . Establishes a new chapter relating to deferred deposit advances

See. 06.50.010 prohibits a person from engaging in the business of making deferred deposit 
advances without a license. Requires a separate license for each location.

Sec. 06.50.020 establishes the qualifications that a person must meet to qualify for a license.
This covers mandatory liquid assets and demonstrations regarding financial responsibility, 
financial condition, business experience, character, and general fitness. Makes these 
requirements continuing in nature and subject to periodic review by the department of 
Community and Economic Development

Sec. 06.50.030 establishes requirements for the license application. Requires submission of a 
nonrefundable investigation fee for each business location. Directs the department to investigate 
whether the applicant satisfies the requirement and, if the applicant satisfies the requirements and 
the department approves the application, to issue the license. Make the license effective for the 
year in which issued, unless surrendered, suspended, or revoked. Establishes procedures for 
renewal.

Sec. 06.50.040 establishes the procedures for denial of a license or of a license renewal.

Sec. 06.50.050 prohibits the transfer or assignment of a license, except for transfer to a new 
location under Sec. 06.50.070.

Sec. 06.50.060 requires the prior written approval of the department for the continued operation 
of a licensee’s deferred deposit advance business when a change in control of the licensee is 
proposed. Requires the licensee requesting approval to pay any costs (up to a stated amount) that 
are incurred by the department to investigate the request for approval.

Sec. 06.50.070 requires a licensee to notify the department in writing at least 15 days before any 
proposed change in the licensee’s business location or name and to provide the department with 
certain information.

Sec. 06.50.080 allows the department, after notice and a hearing, to suspend or revoke a license 
if the department finds that the licensee has engaged in certain listed activities.

Sec. 06.50.090 squ ires  a licensee to file with the department a composite annual report relating 
to all advances made by the licensee during the preceding calendar year. Also requires a licensee 
to file with the department (within 1  ̂days after the occurrence of certain listed events) a written 
report describing the event and its i -ted effect on the activities of the licensee in the state.



Sec, 06.50.100 establishes certain criteria that a licensee must follow when keeping its records, 
including the manner in which they must be kept, their location, and the length of time they must 
be kept.

Sec. 06.50.110 provides examination and investigative powers for the department and 
corresponding obligations of licensees regarding these examinations and investigations. 
Authorizes the department to apply to the superior court for an order compelling compliance if 
there is a failure without legal excuse to obey a subpoena or give testimony.

Sec. 06.50.120 state that the Administrative Procedure Act, AS 44.62, applies to department 
action taken under the chapter, except where other procedures are provided in the chapter.

Sec. 06.50.130 establishes certain requirements for deferred deposit advances.

Sec. 06.50.130(a) requires an advance to be documented in a written agreement signed by the 
recipient. States certain items the agreement must include.

Sec. 06.50.130(b) slates that a licensee may not be an organization.

Sec. 06.50.130(c) sets a maximum principal amount for an advance.

Sec. 06.50.130(d) allows a licensee to charge an origination fee. Treats the fee as fully earned as 
of the date of the transaction and states that the fee is not considered interest. Prohibits a 
licensee from charging another fee unless expressly allowed by the chapter.

Sec. 06.50.130(e) requires a licensee to post a notice of the licensee’s fees in each licensed 
location. Indicates how much a licensee may charge.

Sec. 06.50.130(f) allows an advance recipient to rescind an advance without cost if done not later 
than the end of the next business day after the advance.

Sec. 06.50.130(g) requires a licensee to provide written notice to the advance recipient of certain 
listed information before disbursing the money.

Sec. 06.50.130(h) prohibits a licensee from accepting more than one instrument as security for 
each advance. Requires the licensee to endorse the instrument with the licensee’s actual business 
before depositing or otherwise negotiating the instrument. Allows an advance recipient to 
redeem the instrument before the deposit or other negotiation of the instrument by making 
payment.

Sec. 06.50.130(i) indicates how a licensee may pay the advance recipient, but prohibits the 
licensee from charging an additional fee to the recipient to access the proceeds of the advance.

Sec. 06.50.130(j) allows a licensee to charge an advance recipient and additional fee if the 
advance is renewed rather than paid in full when due.



Sec. 06.50130(k) indicates how an advance recipient may repay an advance.

Sec. 06.50.130(1) prohibits a licensee from accepting property other than an instrument from an 
advance recipient when making an advance.

Sec. 06.50.140(a) sets limits on the advances (plus allowable fees) that a licensee or a person 
under common control with a licensee may have outstanding to a single advance recipient.

Sec. 06.50.140(b) allows a licensee, or an assignee, to collect for returned instruments the fees 
allowed by the chapter in addition to the damages, fees, and costs allowed for bad checks under 
AS 09.68.115, if disclosed m the advance agreement.

Sec. 06.50.140(c) prohibits a licensee from threatening an advance recipient with criminal action 
for a payment deficit.

Sec. 06.50.140(d) states that a licensee may not renew an advance for a fee greater than the 
initial origination fee or for more than four consecutive times. Allows an advance recipient to 
get a new advance transaction at any time after the recipient pays off the previous balance. 
Indicates when an advance is considered paid off.

Sec. 06.50.140(e) prohibits a licensee from accepting property, title to property, or other 
evidence of ownership as collateral for an advance, except for an instrument from the advance 
recipient.

Sec. 06.50140(f) allows a licensee to conduct other business at a location where it makes 
advances.

Sec. 06.50.140(g) allows an advance recipient to rescind an advance without cost at any time 
before the close of business on the business day following the day on which the advance was 
made.

See. 06.50,140(h) prohibits a licensee from making an advance on behalf of another person.

Sec. 06.50.150 allows the department to adopt regulations to implement the chapter.

Sec. 06.50.160 establishes the relationship of the chapter to federal law.

Sec 06.50.190 defines terms for the chapter.

Section 3. Applies the administrative adjudication provisions of the Alaska Administrative 
Procedures Act to the Department of Community and Economic Development in the matter of 
the licensing and regulation of persons making deferred deposit advances under the new chapter, 
AS 06.50.



Section 4. Provides a transitional provision related to the liquid assets that a person must have in 
order to qualify for a license under AS 06.50.020. Changes the amounts required during the first 
180 days after the effective date of the Act.

Section 5. Makes the Act effective January 1, 2005.



Sectional Analysis for CSHB 389(L&C)

Has been ordered from Legislative Legal and will be provided as soon as it becomes available.



B r i e f  l i s t  o f  c h a n g e s  to  H B  3 8 9 :

1. $500  cap (vs. $1,000 cap in original bill)

2. Only 2 rollovers allowed (4 in original bill)

3. Lender must post a bond to get a license (no bond in original bill)

4. Lender w ill be subject to closer scrutiny by D ivision o f  Banking

5. Lender must offer consumer a payment plan option before initiating 
legal action to collect against a consumer in default, including sending 
a certified letter offering to assist consumer.

6. There is a $700 cap on total damages lender can recover (in addition 
to face value o f  check) for collection efforts ($1,000 in original bill).

7. Lender can only charge $15 per $100 loaned and NO OTHER FEES, 
CHARGES OR INTEREST OF A N Y  KIND (original bill allowed for 
additional interest).

8. There are specific disclosure requirements concerning fees, charges, 
penalties that were not in the original bill.

These are the main changes to the CS for HB 389.



C S H B  3 8 9 / S B  2 7 2  -  T i m  K e l l ) '  &  A s s o c i a t e s  

( 9 0 7 ) 2 4 4 - 4 4 8 7

Cash Alaska submission for Compass Piece, Anchorage Daily News, March 9, 2004. 
by: Joe Davidson, General Manager, Cash Alaska, 1415 Gambell, Anch, Ak 99501 
907 277-8224 (ph); 907 277-5204 (fax).

P a y r o l l  A d v a n c e  L o a n s  C a n  P r e v e n t  B i g g e r  P r o b l e m s

In my opinion, the Executive Director o f AkPIRG, made an excellent case in his 
Compass article for passing the newly amended bill, CSHB389, regulating payday 
lending in Alaska. Although I am not personally aware o f any payday lending nightmares 
such as he mentions in his article, I’ve read o f similar situations that have occurred 
Outside prior to regulation. Currently 38 states are regulated by state statute. This new 
version, which has been worked on by the Attorney Generals office and the Alaska State 
Division o f Banking and Securities, would go a long way toward eliminating potential 
abuses in Alaska.

Because the bill would limit rollovers to just two, fees would be held to a reasonable 
limit, and payday lending would be in line with it’s stated intent o f small, short-term cash 
advances against a person’s next pay check. Generally people use these advances for an 
unexpected bill or to cover a temporary cash shortfall. In our experience at Cash Alaska, 
we find that most people don’t rollover their advances but pay them off within the 15 day 
term. The majority o f our customers utilize payday advances 5 or fewer times total over 
the course o f 1 2  months, below the national average.

Most o f  us have bounced a check at one lime or another and are aware that the average 
Alaskan NSF bank charge is $18 with an additional merchant charge of $25. Not only is 
the $30 fee for a $200 advance, as mentioned in the Compass article, a good financial 
alternative to paying the total of $43 NSF charges occurring from just one bounced check 
but it can also prevent additional financial problems. In Alaska, paying rent late by 3 
days can cost up to $100; a credit card late fee can start at $29; and late payment on a 
utility bill could result in a temporary loss of service, a late fee, and new hook-up charges. 
For most people facing a temporary cash shortage, a payday advance is the best 
alternative available in the marketplace.

AkPIRG suggests people could take ATM advances against their credit cards or take out a 
small loan from a bank or credit union. Although most payday advance customers have 
credit cards, they arc often maxxed out. In Alaska and across the country, most banks and 
credit unions simply don’t offer the small loans o f $500 and under because they aren’t 
economically feasible for them, as they are far riskier and present more collection 
problems. In fact, the growth of the payday lending industry is a direct result o f meeting a 
consumer demand in the financial sendees market that w asn 't being met by more 
traditional lending institutions.

The article accurately reported that payday lending is unregulated in the State o f Alaska. 
However, Cash Alaska operates under the $500 exemption in the Small Loans Act which 
has been affirmed by both a court case and in writing by the Division of Banking and 
Securities. The industry could continue to operate legally regardless o f whether a law 
passes this year or not. Isn’t it better that Alaska, like other states, enact these consumer 
protections and regulate the industry rather than continue to allow unsupervised lending?



By passing the recently amended CSHB389 and regulating the payday lending industry, 
consumers will receive protections against abusive lenders and have the choice o f a 
financial service that can help them out until their next payday while preventing the 
expensive consequences of late payments and the resulting bad credit rating. They won’t 
find that the only alternative for short term cash might be an Internet site operating from 
Outside and charging up to $60 for a $200 loan. They will have the choice of an efficient 
financial service, employing Alaskans locally, under the supervision of the Alaska 
Division o f Banking and Securities.



Statement o f  supporte rs  and opponents fo r  C S H B  3 8 9 (L & C )

Supporters of this bill include:

1. Department of Law, Consum er Protection Division
2. Department of Com munity & Economic Development, 

Division of Banking, Securities & Corporations
3. Advocates for regulation of this type of lending

a. Current, legitimate business owners
b. Consumer advocates in general (exceptions listed 

below)

Opponents to this bill include:

1. AARP -  this group feels the restrictions to fee charged is too 
low and wants to see a cap on the APR

2. AkPIRG -  this group also wants an unreasonable cap on APR
3. Consumers of this service -  we have been informed by the 

owners of some of the deferred deposit advance com panies 
that their customers will not appreciate the additional 
regulation of these types of loans.



C o s t  C o m p a r i s o n

4

CONSUMER DILEMMA
A  consumer w h o  is between paydays and 

has insufficient savings must immediately 

pay a $50 utility bill and a $50 minimum 

payment on a credit card balance.

O P T IO N S

4
OPTION#1 

$100  D e fe r red  
D epos it  Advance

i
$ 1 5  T O T A L

OPT ION#2 
2 late 

paym en ts

i
$50 reconnect fee to utility company 
$29 late fee to credit card company

$ 7 9  T O T A L

PLU S  TEM PORARY  LO SS  OF 
UTILITY AND NEGATIVE 

EFFECT ON CRED IT  RECORD

4
OPT ION#3 
2 b ounced  

checks

i
$22 NSF Fee to Bank 

+$25 Fee from Vendor
$47 in Fees Per Check 
X 2 Checks

$ 9 4  T O T A L

PLUS STIGMA OF 
WRITING BAD CHECK



STATE LAW GOVERNING DEFERRED DEPOSIT 
SERVICES/PAYDAY ADVANCE

STATES

Deferred 
Deposit 
Available 
under Law

P e rm itte d Fees P e rm itte d Pe riod
Max. 

Amount of 
Check

A labam a Y e s 17.5% of the amount 
advanced

min. of 10 days and max. or 
31 days $ 5 0 0

A rizona Y e s 15% of the check min. of 5 days $ 5 0 0

A rkan sas Y e s
10% of the check + $10 
charge + $5 fee on 1st 
transaction

min. of 6 days and max. of 31 
days $ 4 0 0

C a lifo rn ia Y e s 15% of the check max of 30 days $ 3 0 0
C o lo rad o Y e s 20% of the 1st $300 - 7.5% 

on amt greater than $300
max. of 40 days $ 5 0 0

D e law a re Y e s rate determined by parties max. of 60 days $ 5 0 0
DC Y es scale of fees max. of 31 days $ 1 ,0 0 0
F lo rida Y e s 10% of advance + $5 

verification fee
min. of 7 days and max. of 31 
days

$ 5 0 0
Hawaii Y e s 15% of the check max. of 32 days $ 6 0 0
Idaho Y e s rate determined by parties term determined by parties $ 1 ,0 0 0
Illin o is Y e s N/A max of 30 days $ 4 0 0

Ind iana Y e s
15% of the check on the 1st 
$100; 10% over $100; fee 
cannot exceed $35

min. of 14 days $ 4 0 0

Iow a Y e s
15% of the check on 1st 
$100; 10% on subsequent 
$100 increments

max. of 31 days $500

K an sa s Y e s scale of fees max. of 30 days $ 8 6 0
K en tu cky Y e s $15 per $100 on face amt of 

check
min. of 14 days and max. of 
60 days $ 5 0 0

Lou is iana Y e s 16.75% of the check max. of 30 days $ 3 5 0
M ichigan Y e s  * n/a n/a n/a
M innesota Y e s scale of fees max. of 30 days $ 3 5 0
M ississipp i Y e s 18% of the check max. of 30 days $ 4 0 0

M issouri Y e s
no limit, hut total fees, inc 
rollovers, can’t exceed 75% 
of loan

min. of 14 days and max. of 
31 days $ 5 0 0

M ontana Y e s cannot exceed 25% of 
amount advanced

max. of 31 days $ 3 0 0

N eb raska Y e s $15 per $100 on face amt of 
check

max. of 31 days $ 5 0 0



Nevada Y e s rate determined by parties term determined by parties
1/3 of 

borrower's

New Hampshire Y e s
rate determined by parties, 
however, after initia l term 
of loan interest can't be > 
6% per vr.

min. of 7 days and max. of 30 
days

$ 5 0 0

New  M exico Y e s  * rate determined by parties term determined by parties $ 2 ,5 0 0

N. D ako ta Y e s 20% of amount borrowed
max. of 45 days inc rollover 
period

$ 5 0 0

Ohio Y es $5 per $50 + 5% per month cannot exceed 6 months $ 5 0 0

O k lahom a Y e s
$15% of the 1st $300 + 10% 
on amount greater than 
$300

min. of 13 days and max. of 
45 days

$ 5 0 0

O regon Y e s rate of loan determined by 
parties

max. of 60 days $ 5 0 ,0 0 0

Rhode Island Y e s 10% of the check or $5, 
whichever is greater

fixed term of 14 days $ 3 0 0
S . C a ro lin a Y e s 15% of the check max. of 31 days $ 3 0 0
S . D ako ta Y e s  * rate determined by parties term determined by parties N/A

Tennessee Y e s 15% of check or $30, 
whichever is lesser

max of 31 days $ 5 0 0
T exa s Y es scale of fees no less than 7 days N/A
U tah Y e s rate determined by parties term determined by parties N/A
V irg in ia Y e s 15% of advance amt min. of 7 days $ 5 0 0

W ash ing ton Y e s
15% of the principal on first 
$500 borrowed; 10% on 
amount of $500

max. of 45 days $ 7 0 0

W isconsin Y e s  * rate determined by parties term determined by parties $ 2 5 ,0 0 0

W yom ing Y e s $30 or 20% per mo. on the 
principal balance of check one calendar month

no statutory 
cap

A la s k a
P r o p o s e d
D r a f t

Y e s 1 5 %  o f  t h e  a m o u n t  
a d v a n c e d m in . o f  1 5  d a y s $ 1 , 0 0 0

Deferred deposit services are not permitted under state law in the follow ing jurisdictions: 
Connecticut, Georgia, Maine, Maryland, Massachusetts, New Jersey, New York, North Carolina 
Pennsylvania, Vermont, and W est Virginia.

* States regulated by Small Loan A cts or Dept of Com m erce 
Data current a s of 10/03 per Financial S e rv ice s of America (FiSCA)



What is the Deferred Deposit Industry

The Deferred Deposit Advance serves as a dignified and cost efficient “financial taxi” to 
get from one payday to another when faced with an unexpected cash need.

The Deferred Deposit industry, also know as payday advance, cash advance, or payday loans, 
represents one of the fastest growing segments of the consumer finance industry.

Over the past decade, most states have created a regulatory environment that satisfies the 
robust consumer demand for these short term, low denomination loans.

State policy makers have balanced the interests of the industry with substantive 
consumer protections that ensure responsible and informed use of the service.

Consumers use the service responsibly and for the intended purpose: to solve temporary cash 
flow problems by bridging the gap between paydays.

Just as commuters understand that taxi services are valuable and convenient when used for short 
term travel while inefficient for long term travel needs, our customers understand that 
Deferred Deposit services are economical and convenient when used for short term 
cash needs but are inappropriate to meet Dug term cash needs.

Deferred Deposit advances are just one of the many short-term credit options used by the 
middle class consumer.



Evolution of the Deferred Deposit Industry

The consum er’s need for access to short term funds developed because:

■ Traditional financial institutions exited the small denomination, short-term credit market, 
largely due to its high cost structure

■ Demise of household finance storefronts

■ Proliferation of automated credit card lending limited small dollar credit needs

■ The cost of bounced check fees, late payment penalties, and other short-term credit 
products soared

■ Increased difficulty of opening/maintaining a checking account

■ Consumers need small dollar, short-term loans to bridge payment needs

■ Enactment of legislation provided regulations and consumer protections for Deferred 
Deposit customers.
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Who Uses Deferred Deposits

Typical borrowers have a household income between $25,000 and $50,000, have a job, but 
live on a tight budget that leaves little room for financial missteps or emergencies.

The Deferred Deposit advance helps them get through a cash crunch without paying late 
fees or bouncing checks. According to the IO Data Corporation Report commissioned by the 
Community Financial Services Association of America:

■ Nearly all Deferred Deposit customers use credit other than Deferred Deposits and more 
than half have a bank credit card.

■ 34% of them own their own homes and a majority have children under 18 still with them.

■ 85% of them have graduated from high school; 55% have some college or a degree

■ 74% have employment tenure of 1 year or more.

According to the McDonough School of Business, Georgetown University Report, April 2001, 
“Payday Advance Credit in America: An Analysis of customer Demand”, Deferred Deposit 
customers are primarily moderate-income consumers who are often in early stages of 
the family life cycle. They are more likely to use consumer credit and tend to have higher 
levels of consumer debt relative to income than the population as a whole. They typically have 
high rates of return on investments in household good and a strong demand for credit. They 
tend to be insensitive to interest rates on loans though generally aware of the cost of such credit.
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Alternatives Available in the Marketplace
Many of our customers don’t have relatives or other friends to turn to for financial assistance 
when the family car breaks down or an unexpected expense comes up.

Deferred Deposits are sometimes the only viable option when people are strapped for 
cash. Alternatives available include bank overdraft protection -  which requires available funds 
in another account, paying bounced check fees, paying late payment penalties, and pawn loans.

Deferred Deposit Advances are lower than many consumer alternatives.

■ An example is the average $29 late fee on credit card payments. For a $100 due credit 
payment, the $29 late fee would compare to a typical $15 Deferred Deposit fee. In both 
instances, the payment would ultimately be made from the consumers next pay check.

■ For a $100 bounced check, the standard fee in Alaska is a $22 bank fee plus a $25
NSF fee charged by the merchant. That’s a total of $47 in NSF fees. A Deferred Deposit 
advance for a $100 would cost only $15.

A Deferred Deposit Advance allows the consumer to maintain a clean payment 
record and costs substantially less.
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How a Deferred Deposit Works
A Deferred Deposit Advance provides a small, unsecured, short-term cash advance until payday. 
Customers chose Deferred Deposit Advances to cover small expenses and avoid costly 
bounced-check or late payment penalties and other less desirable short-term credit option.

n A customer with an active checking account and regular income simply supplies a State 
ID, a current pay stub, and reads and signs an agreement that discloses transaction terms.

B  The customer writes a personal check drawn on their local bank for the loan amount plus a 
fee of $15 per $100 borrowed.

B  The lender immediately cashes the check and gives the money, less the fee, to the 
customer.

b  The check is held for an agreed-upon time, up to 15 days, at the end of which time the 
check is deposited or the customer returns with cash to reclaim the check.

B  If a customer chooses to defer this deposit for an additional 15 days, s/he may choose to 
“rollover” the deposit.
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Deferred Deposit Fees

Businesses offering Deferred Deposit service take a risk that traditional financial 
institutions are unwilling to assume. Thus fees charged by the industry are higher than the 
interest rates charged by banks and credit card companies.

■ The industry believes fees should be reasonable, cover the cost of the service and 
provide a reasonable profit to the business. The standard fee nation-wide is $15 to $20 
per $100 advance. Some Internet online providers can charge up to $60 per advance.

■ Competition is the key and, within the confines of state regulation, the market itself assures 
customers of a competitive service fee.

■ Critics of Deferred Deposit Advances have raised concerns about the fees being charged by 
the industry. The Deferred Deposit Advance industry reports the Annual Percentage Rates 
(APR) of the advance as required by the federal Truth in Lending Act. However, using the 
APR to evaluate the costs of Deferred Deposits is not accurate because of the short-term 
nature of the cash advance. The industry considers the charge for the service a fee rather 
than interest.
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M erch an t N SF F e e s  to C lien ts
Sears $25

JC Pennys $29

Fred Meyer $25

Carrs $25

First Mortgage $50

Bank One $35

Nordstroms $25

discover $29

Walmart $29

B ank N SF F e e s  to C lien ts
Key Bank $27

Wells Fargo $28

Northrim $18

AK  USA $18

First National $20

Denali Alaska $20

Credit Union One $20

M ajor A laska  E lectric C o m p a n ie s
Name of Utility NSF Fee Late Fee Reconnect Fee

Chugach $15 $2 $50

ML & P $25 $2 $95

Matanuska $25 7 % $30

Tlingit Haida Regional $25 1.50% $50

Aurora electric $10 $2 $55 before 3:30/$165 after

Golden Valley Elec $10 $2 $55 plus a deposit



A p a r t m e n t s  in A n c h o r a g e  - L a t e  F e e s

A rctic su n $ 1 0 0

A rctic T ern $25
B o u n d ary  M anor $50

C a la is  M anor $ 1 0 0

C am le tt A pts $50
C am pbell C reek $65

C a s tle  A pts $ 1 0 0

C h u g ach $ 1 0 0

C ontinen ta l $ 1 0 0

Foxw ood $25
G a rd en  Villa $45

King court $25
K innear P ark $67

O a s is $50
C a s a  b lan ca $50

Nicole $50
Northw ind $ 1 0 0

P ier 25 $50
R an ch o $ 1 0 0

This data compiled between 12/15/03 and 1/9/04 by Cash Alaska 

Rent late fees are applicable from 1 to 5 days after the rent is due.





Consumer Protection
The Deferred Deposit Advance bill has provisions protecting the consumer per the following:

■ Consumers are given the right to rescind an Advance without cost before the end of the 
next business day,

■ Rollovers are limited to ^ \ r  (Note: A rollover, or renewal, of a Deferred Deposit 
Advance occurs when +\^ • - astomer renews the advance by paying only the fee 
amount. The agreed upon deposit date is then moved out an additional 15 days),

■ Collection practices, following State law, must be disclosed in the Agreement, and 
Criminal action is prohibited,

■ Customers are informed in advance of the short-term nature of the Advance, what fe 
charged for origination, and rollover requirements,

■ Reasonable fees are charged for the service,

■ Standardization and regulation in the Deferred Deposit industry is maintained and 
scrutinized by the Department of Community and Economic Development.
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The Growth of Internet Deferred Deposit Advances
A  2 0 0 0  s u r v e y  c o m m i s s i o n e d  b y  F i S C A  f o u n d  o v e r  5 0  s e p a r a t e  w e b s i t e s  o f f e r i n g  

p a y r o l l / D e f e r r e d  D e p o s i t  a d v a n c e s .  T o d a y  a  G o o g l e  s e a r c h  f o r  “ P a y d a y  L o a n s  O n l i n e ”  

w i l l  b r i n g  u p  7 7 5 , 0 0 0  w e b s i t e s .

I n t e r n e t  f e e  r a t e s  r a n g e  f r o m  1 5 %  t o  a s  h i g h  a s  3 5 % ;  m e d i a n  r a t e  i s  2 5 %  p e r  $ 1 0 0

M o s t  s i t e s  o f f e r e d  l o a n s  o f  u p  t o  $ 5 0 0 ;  a  f e w  s i t e s  o f f e r i n g  u p  t o  $ 1 0 0 0

M a n y  o n l i n e  l e n d e r s  a r e  b a s e d  i n  C a l i f o r n i a ,  D e l a w a r e  o r  o f f s h o r e  l o c a t i o n s  s u c h  a s  C o s t a  

R i c a

L i m i t e d  c u s t o m e r  s e r v i c e ;  o v e r  3 0 %  o f  t h e  s i t e s  f a i l  t o  p r o v i d e  a  p h o n e  n u m b e r  f o r  

c u s t o m e r  s e r v i c e  s u p p o r t .



Facts and Fiction

S o m e  c o n s u m e r  g r o u p s  h a v e  f o u g h t  t h e  g r o w t h  o f  t h e  D e f e r r e d  D e p o s i t  i n d u s t r y  a c r o s s  t h e  

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

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

F i c t i o n :  D e f e r r e d  D e p o s i t / P a y d a y  A d v a n c e  c o m p a n i e s  p r e y  o n  p o o r ,  u n e d u c a t e d  o r  o l d e r  

c o n s u m e r s .

F a c t :  D e f e r r e d  D e p o s i t  c u s t o m e r s  r e p r e s e n t  t h e  h e a r t  o f  t h e  w o r k i n g  m i d d l e  c l a s s .

■  M a j o r i t y  h a s  i n c o m e  b e t w e e n  $ 2 5 K  a n d  $ 5 O K

■  7 2 %  a r e  u n d e r  4 5  y e a r s  o l d ;  o n l y  2 %  a r e  o v e r  6 5 ,  c o m p a r e d  t o  2 0 %  o f  t h e  

p o p u l a t i o n

■  8 5 %  h a v e  a  h i g h  s c h o o l  d i p l o m a  o r  b e t t e r ,  w i t h  5 5 %  h a v i n g  s o m e  c o l l e g e  o r  a  

d e g r e e

■  3 4 %  o w n  t h e i r  o w n  h o m e s

■  1 0 0 %  h a v e  a  s t e a d y  i n c o m e  a n d  a n  a c t i v e  c h e c k i n g  a c c o u n t  ( r e q u i r e d  f o r  

a d v a n c e s )
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Facts and Fiction
F i c t i o n :  T h e y  c h a r g e  o u t r a g e o u s  r a t e s .

F a c t :  D e f e r r e d  D e p o s i t  A d v a n c e  f e e s  t y p i c a l l y  c o s t  l e s s  t h a n  o t h e r  a l t e r n a t i v e s .

■  B a n k / m e r c h a n t  f e e s  o n  a  b o u n c e d  c h e c k  c a n  c o s t  2  t i m e s  t h a t  o f  a  $ 1 0 0  a d v a n c e

■  A P R ’ s  a r e  o f t e n  l o w e r  t h a n  c u s t o m e r ’ s  a l t e r n a t i v e s  ( o n  s a m e  2  w e e k  t e r m )

►  $ 1 0 0  p a y d a y  a d v a n c e  wi t h  $ 1 5  fee =  3 6 5 %  A P R

►  $  1 0 0  b o u n c e d  c h e c k  wi t h  $ 4 7  N S F / m e r c h a n t  fees =  5 6 4 %  A P R

►  $ 1 0 0  utility bill wit h  $ 5 0  late/reconnect fees =  5 6 4 %  A P R

►  $  1 0 0  credit card balance w i t h  $ 2 9  late fee =  3 4 8 %  A P R

F i c t i o n :  T h e y  f o r c e  c u s t o m e r s  i n t o  a  c y c l e  o f  d e b t .

F a c t :  M o s t  c u s t o m e r s  u s e  D e f e r r e d  D e p o s i t  A d v a n c e s  r e s p o n s i b l y  a n d  m o d e r a t e l y .

■  I t ’ s  a  c l o s e d - e n d ,  s h o r t - t e r m  t r a n s a c t i o n  w i t h  a  o n e - t i m e  f l a t  f e e .  N o  r e v o l v i n g  

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

■  6 6 %  u s e  A d v a n c e s  t o  c o v e r  u n e x p e c t e d  e x p e n s e s / t e m p o r a r y  r e d u c t i o n  i n  i n c o m e

■  3 4 %  u s e  i t  f o r  p l a n n e d  e x p e n s e s  o r  o t h e r  d i s c r e t i o n a i y  u s e s

■  6 0 %  e i t h e r  d o n ’ t  r e n e w  o v e r  a  1 2  m o n t h  p e r i o d  o r  r e n e w  o n l y  1 - 4  t i m e s

■  R e s e a r c h  a n d  r e g u l a t o r s  c o n f i r m  m o r e  t h a n  7 0 %  u s e  t h e  s e r v i c e  a b o u t  o n c e  a  

m o n t h  o r  l e s s .

10



Facts and Fiction
F i c t i o n :  T h e y  t a k e  a d v a n t a g e  o f  u n s u s p e c t i n g  c u s t o m e r s .

F a c t :  D e f e r r e d  D e p o s i t  A d v a n c e  c u s t o m e r s  m a k e  i n f o r m e d  d e c i s i o n s  a n d  r e c e i v e

c o n s u m e r  p r o t e c t i o n s  u n d e r  l a w .

■  M i l l i o n s  c h o o s e  D e f e r r e d  D e p o s i t  A d v a n c e s  a s  a  d i g n i f i e d ,  d i s c r e e t  s o l u t i o n  f o r  

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

■  7 0 %  c h o o s e  t h e m  f o r  r e a s o n s  o f  c o n v e n i e n c e  ( q u i c k ,  e a s y ,  &  f a s t  a p p r o v a l )

■  9 6 %  a r e  a w a r e  o f  t h e  c h a r g e s  a n d  7 8 %  r e c a l l e d  i t  b e i n g  d i s c l o s e d  a s  a n  A P R

■  9 2 %  b e l i e v e  i t  i s  a  u s e f u l  s e r v i c e ,  o n l y  1 2 %  w e r e  d i s s a t i s f i e d  w / t h e i r  l a s t  a d v a n c e

■  3 5  S t a t e s  a n d  t h e  D . C .  p r o v i d e  b a l a n c e d ,  r e s p o n s i b l e  r e g u l a t i o n  o f  D e f e r r e d  

D e p o s i t  A d v a n c e s ,  m o s t  o f  t h e m  a l s o  p r o v i d i n g  t h e  f o l l o w i n g :

► Educational brochure that encourages consumer responsibility and warns against long-term use
► Full disclosure on in-store signage and in Agreement (with TILA disclosure)
► Privacy notice
► Limit on rollovers
► Cost-free right o f rescission
► Professional, fair and lawful collection practices and no threat or use o f criminal prosecution
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R E F E R E N C E S

A l l  t h e  i n f o r m a t i o n  w a s  t a k e n  f r o m  t h e  f o l l o w i n g .

1 . F i n a n c i a l  S e r v i c e s  o f  A m e r i c a  ( F i S C A ) ,  A  N a t i o n a l  T r a d e  A s s o c i a t i o n  

w w w . f i s c a l . o r g . V a r i o u s  r e p o r t s  a v a i l a b l e  o n  w e b s i t e .

2 .  C o m m u n i t y  F i n a n c i a l  S e r v i c e s  A s s o c i a t i o n  o f  A m e r i c a  ( C F S A )  

w w w . c f s a . n e t . V a r i o u s  r e p o r t s  a v a i l a b l e  o n  w e b s i t e .

3 .  P A Y D A Y  A D V A N C E  C R E D I T  I N  A M E R I C A :  A n  a n a l y s i s  o f  c u s t o m e r  

d e m a n d . M o n o g r a m  # 3 5 ,  A p r i l  2 0 0 1 .  C r e d i t  R e s e a r c h  C e n t e r ,

M c D o n o u g h  S c h o o l  o f  B u s i n e s s ,  G e o r g e t o w n  U n i v e r s i t y ,  W a s h  D C .  

A u t h o r s .  G r e g o r y  E l l i e h a u s e n ,  P h D ,  a n d  E d w a r d  C .  L a w r e n c e ,  P h D .

4 .  U P D A T E  O N  t h e  P A Y D A Y  L O A N  I N D U S T R Y :  O B S E R V A T I O N S  o n  

R E C E N T  I N D U S T R Y  D E V E L O P M E N T S , S e p t e m b e r  2 0 0 3 .  S t e p h e n ,  I n c .  

I n v e s t m e n t  B a n k e r s .  A u t h o r s :  J e r r y  L .  R o b i n s o n ,  a n d  J o h n  D .  W h e e l e r .

5 .  P A Y D A Y  A D V A N C E  C U S T O M E R  R E S E A R C H  C U M U L A T I V E  S T A T E  

R E S E A R C H  R E P O R T . S e p t e m b e r  2 0 0 2 ,  I o  D a t a  C o r p o r a t i o n ,  S a l t  L a k e  

C i t y ,  U t a h .

http://www.fiscal.org
http://www.cfsa.net


A lask a  P ay d ay  L o an  - A lask a  U ash A d v a n ce  U n lm e r a g e  i u i  1

A l a s k a  A K  P a y d a y  L o a n  O n l i n e

A l a s k a  P a y d a y  L o a n s  &  C a s k  A d v a n c e
A p p l y  N o w $ How i t  W o r k s  $ S e c u r i t y  & P r i v a c y  $ Q u e s t i o n s

$ 5 0 0  A l a s k a  P a y d a y  L o a n
N o  C r e d i t  C h e c k ,  N o  A p p l i c a t i o n  F e e

U .S . P e r s o n a l  C a s h  A d v a n c e  will give alaska residence up to a S5 0 0 .0 0  payd; 
loan ju s t by sim ple filling out ou r payday loan online form . We specialize in givin; 
you cash until payday loans to help your financial needs. If your in Alaska an d  n e  
an in s tan t cash payday loan you can s ta rt now and receive your payday cash 
advance instantly! It's quick and  sim ple at U .S . P e r s o n a l  C a sh  A d v a n c e !  To 
begin ju s t click the "Start" b u tto n  below to s ta rt your fast payday loan online.

G i v e  M e  A  C a s h  P a y d a y  L o a n
U . S .  C a s h  t h e  o n l y  w a y  t o  g e t  a  P a y d a y  L o a n  o n l i n e  Q u i i c k l y

<A!aska Payday Loan Start Here>
S E R V IN G  PAYDAY LO A N S A C R O SS A M E R I

0^" 

UWcW ffeUrd kuL

h ttp ://w w w .u s-cas li.co m /a la sk a -p ay d ay -lo an .h tm l 12/12/2003

http://www.us-casli.com/alaska-payday-loan.html


r a y a a y  c a s n  A d v an ce  r a g e  i 0 1  j

E Z P a y D a y C a s h  .c o m
"The easiest way to get your payday loant"

FEES

A n n u a l  P e r c e n t a g e  R a t e  ( A P R )

T e r m  L o a n  A m o u n t

( i n  $ 2 0 0  $ 3 0 0  $ 4 0 0  $ 5 0 0

d a y s )  F e e  A P R  F e e  A P R  F e e  A P R  F e e  A P R

7 $ 5 0 1303.57%$751303.57% $ LOO 1303.57%$1251303.57%
8 $501140.62% $751140.62% $1001140.62%$1251140.62%
9 $ 501013.88% $751013.88%$1001013.88% $125 1013.88%
10 $50912.50% $75912.50% $100912.50% $125912.50%
11 $50829.54% $75829.54% $100829.54% $125829.54%
12 $50760.42% $75760.42% $100760.42% $125760.42%
13 $50701.92% $75701.92% $100701.92% $125701.92%
14 $50651.78% $75651.78% $100651.78% $125651.78%
15 $50608.33% $75608.33% $100608.33% $125608.33%
16 $50570.31% $75570.31% $100570.31% $125570.31%
17 $50536.76% $75536.76% $100536.76% $125536.76%
18 $50506.94% $75506.94% $100506.94% $125506.94%
19 $50480.26% $75480.26% $100480.26% $125480.26%
20 $50456.25% $75456.25% $100456.25% $125456.25%
21 $50434.52% $75434.52% $100434.52% $125434.52%
22 $50414.77% $75414.77% $100414.77% $125414.77%
23 $50396.74% $75396.74% $100396.74% $125396.74%
24 $50380.21% $75380.21% $100380.21% $125380.21%

Apply

E Z P a y d a y c a s h  c h a r g e s  $ 2 5  p e r  $ 1 0 0  a d v a n c e d  t o  y o u .  T o  h a

d e p o s

S c h e d u l e  o f  F e e s persoi
Meml

W e l c t  

a r e  

d e l i  s i  

y o u  

a g a i n

http ://vvw \v .ezpayclaycash .com /l'ees.h tm 12/12/2003

http://vvw/v.ezpayclaycash.com/l'ees.htm
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A  Payday loans up 
to $1000

_i Fast Approval - 
No Crodit Check

^  Cash doposited 
directly to your 
account

A  Confidential & 
Secure

p a y d a V  \

W p w n o « : © -

FEES
The following table shows the amounts and fees 
associated with the short term loans provided by

lGotlt.com:

Loan Amount Loan Loan Fee Check Amount
(Amount Term (Finance (Total of
financed) (Days) charge) payments)

$100.00 7-14 $19.38 $119.88

$100.00 15-21 View Pay Schedule

$150.00 7-14 $29.82 $179.82

$150.00 15-21 View Pay Schedule

$200.00 7-14 $39.76 $239.76

$200.00 15-21 View Pay Schedule

$250.00 7-14 $49.70 $299.70

$250.00 15-21 View Pay Schedule

$300.00 7-14 $59.64 $359.64

$300.00 15-21 View Pay Schedule

$350.00 7-14 $69.58 $419.58

$350.00 15-21 View Pay Schedule

$400.00 7-14 $79.52 $479.52

$400.00 15-21 View Pay Schedule

$500.00 7-14 $99.40 $599.40

$500.00 15-21 View Pay Schedule

$600.00 7-14 $119.28 $719.28

$600.00 15-21 View Pay Schedule

$700.00 7-14 $139.16 $839.16

$700.00 15-21 V[e_w Pay Schedule

h ttp ://w \v w . ig o tit.co m /fecs .p h p 12/12/2003

http://w/vw
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F e e  S c h e d u l e .  Y o u  w i l l  b e  c h a r g e d  a  f l a t  f e e  o f  

$ 3 0  p e r  o n e  h u n d r e d  d o l l a r s  a d v a n c e d  t o  y o u .  

T h e r e  w i l l  b e  n o  d i s c o u n t  o r  r e f u n d  o f  t h e  

F i n a n c e  C h a r g e s  i f  y o u  r e p a y  y o u r  l o a n  e a r l y .

P r o m i s e  t o  P a y .  Y o u  p r o m i s e  t o  p a y  t o  u s  o r  t o  

o u r  o r d e r ,  i n  o n e  p a y m e n t ,  o n  t h e  d a t e  

i n d i c a t e d  i n  t h e  P a y m e n t  S c h e d u l e ,  t h e  T o t a l  o f  

P a y m e n t s .  O n  o r  a f t e r  t h e  d a y  y o u r  l o a n  c o m e s  

d u e  y o u  a u t h o r i z e  u s  t o  e f f e c t  o n e  o r  m o r e  A C H  

d e b i t  e n t r i e s  t o  y o u r  A c c o u n t  a t  t h e  B a n k .  Y o u  

m a y  r e v o k e  t h i s  a u t h o r i z a t i o n  a t  a n y  t i m e  u p  t o  

3  b u s i n e s s  d a y s  p r i o r  t o  t h e  d u e  d a t e .  H o w e v e r ,  

i f  y o u  t i m e l y  r e v o k e  t h i s  a u t h o r i z a t i o n ,  y o u  

a u t h o r i z e  u s  t o  p r e p a r e  a n d  s u b m i t  o n e  o r  m o r e  

c h e c k s  d r a w n  o n  y o u r  A c c o u n t  t o  r e p a y  y o u r  

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

f u n d s  o n  d e p o s i t  i n  y o u r  A c c o u n t  t o  e f f e c t  t h e  

A C H  d e b i t  e n t r y  o r  t o  p a y  a  c h e c k  o r  o t h e r w i s e  

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

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

a  c h e c k  o r  M o n e y  O r d e r  p a y a b l e  t o :  A v a n t i s  

F i n a n c i a l ,  L L C .

R e t u r n  I t e m  F e e .  Y o u  a g r e e  t o  p a y  $ 3 0  i f  a n  

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

u n p a i d  o r  a n  A C H  d e b i t  e n t r y ,  t h e  a u t h o r i z a t i o n  

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

r e j e c t e d  b y  t h e  B a n k  f o r  a n y  r e a s o n .

P r e p a y m e n t .  T h e  F i n a n c e  C h a r g e  c o n s i s t s  

s o l e l y  o f  a  L o a n  F e e  t h a t  i s  e a r n e d  i n  f u l l  a t  t h e  

t i m e  t h e  L o a n  i s  f u n d e d .  Y o u  m a y  p a y  a l l  o r  

p a r t  o f  w h a t  y o u  o w e  p r i o r  t o  t h e  d u e  d a t e ,  

w i t h o u t  p e n a l t y .  H o w e v e r ,  i f  y o u  p a y  e a r l y  y o u  

w i l l  n o t  b e  e n t i t l e d  t o  a  r e f u n d  o f  p a r t  o r  a l l  o f  

t h e  F i n a n c e  C h a r g e .

h ttp s://w w w .av an ti.sfin an c ia l.co m /lc rm s.asp 12/12/2003

https://www.avanti.sfinancial.com/lcrms.asp
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HOW IT WORKS 
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ABOUT US 

FEE SCHEDULE 
FINANCIAL TIPS 

CONTACT US 
QUIK REWARDS

►  Fee Schedule

W e b m a s te r s :  Click 
H e re  

to  e a r n  m o n e y  
w ith  

Q uik  P a y d a y

Loan Amounts available depending on your earnings & approval
$100 $200 I $300 I $400 | $500

Term in Days Annual
Percentage
Rate

Finance Charge
A 1825.00% $20 $40 $60 $80 $100

5 1460.00% $20 $40 $60 $80 $100

6 1216.67% $20 $40 $60 $80 $100

7 1042.86% $20 $40 $60 $80 $100

8 912.50% $20 $40 $60 $80 $100

9 811.11% $20 $40 $60 $80 $100

10 730.00% $20 $40 $60 $80 $100

11 663.64% $20 $40 $60 $80 $100

12 608.33% $20 $40 $60 $80 $100

13 561.54% $20 $40 $60 $80 $100

14 521.43% $20 $40 $60 $80 $100

15 486.67% $20 $40 $60 $80 $100

16 456.25% $20 $40 $60 $80 $100

17 429.41% $20 $40 560 $80 $100

18 405.56% $20 $40 $60 $80 $100

C a n a
C u s lo t

H o w  to determine your Due Date

All loan due dates must be on your payday. The 
minimum number of days a loan can be taken for 
is 4 days. The maximum number of days a loan 
can be taken for is 18 days.

• If you get paid once a week: You must use 
the subsequent payday.

<* If you get paid twice a month or every other 
week: You must use your next payday. If 
you next payday is less than 4 days away 
then you must use the following payday.

h ttp ://w v w .q u ik p a y d a y .c o m /fe e _ sc h e d u lc .h tn il  12/12/2003

http://wvw.quikpayday.com/fee_schedulc.htnil
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Federal Trade Commission ■  Bureau of Consumer Protection ■  Office of Consumer and Business Education

The ads arc on the radio, television, the Internet, even in the mail. They re.er to payday loans — 
which com e at a very high price.

Check cashers, finance companies and others are making sm all, short-term, high-rate loans that go 
by a variety o f  names: payday loans, cash advance loans, check advance loans, post-dated check loans 
or deferred deposit check loans.

Usually, a borrower writes a personal check payable to the lender for the amount he or she w ishes 
to borrow plus a fee. The company gives the borrower the amount o f  the check minus the fee. Fees 
charged for payday loans are usually a percentage o f  the face value o f  the check or a fee charged per 
amount borrowed — say, for every $50 or $100 loaned. And, if  you extend or “roll-over" the loan — 
say for another two w eeks — you will pay the fees for each extension.

Under the Truth in Lending A ct, the cost o f  payday loans — l'ke other types o f  credit — must be 
disclosed. Among other information, you must receive, in writing, the finance charge (a dollar amount) 
and the annual percentage rate or APR (the cost o f  credit on a yearly basis).

A cash advance loan secured by a personal check — such as a payday loan — is very expensive 
credit. L et’s say you write a personal check for $115 to borrow $100 for up to 14 days. The check 
casher or payday lender agrees to hold the check until your next payday. At that time, depending on 
the particular plan, the lender deposits the check, you redeem Lhe check by paying the $115 in cash, or 
you roll-over the check by paying a fee to extend die loan for another two w ;ek s. In this example, the 
cost o f  the initial loan is a $15 finance charge and 391 percent APR. If you roll-over the loan three 
times, the finance charge would climb to $60 to borrow $100.

A lte rn a t iv e s  to  P ayd ay  Loans
There arc other options. Consider the possibilities before choosing a payday loan:

•  When you need credit, shop carefully. Compare offers. Look for the credit offer with the lowest 
APR — consider a small loan from your credit union or small loan company, an advance on pay 
from your em ployer, or a loan from family or friends. A cash advance on a credit card also may be 
a possibility, but it may have a higher interest rate dian your other sources o f  funds: find out the 
terms before you decide. A lso, a local community-based organization may make small business loans 
to individuals.

P a y d a y  L o a n s  =  C o s t l y  C a s h

“GET CASH UNTIL PATT)AY! . . . $100 OR MORE . . .  FAST.”
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• Compare Che APR and the finance charge (which includes loan fees, interest and other types of 
credit costs) of credit offers to gel the lowest coct.

• Ask your creditors for more time to pay your bills. Find out what they will charge for that service 
— as a late charge, an additional finance charge or a higher interest rate.

• Make a realistic budget, and figure your monthly and daily expenditures. Avoid unnecessary pur­
chases — even small daily items. Their costs add up. Also, build some savings — even small depos­
its can help — to avoid borrowing for emergencies, unexpected expenses or other items. For ex­
ample, by putting the amount of the fee that would be paid on a typical $300 payday loan in a 
savings account for six months, you would have extra dollars available. This can give you a buffer 
against financial emergencies.

• Find out if you have, or can get, overdraft protection on your checking account. If you are regularly 
using most or all of the funds in your account and if you make a mistake in your checking (or 
savings) account ledger or records, overdraft protection can help protect you from further credit 
problems. Find out the terms of overdraft protection.

• If you need help working out a debt repayment pian with creditors or developing a budget, contact 
your local consumer credit counseling service. There are non-profit groups in every state that offer 
credit guidance to consumers. These services arc available at little or no cost. Also, check with your 
employer, credit union or housing authority for no- or low-cost credit counseling programs.

• If you decide you must use a payday loan, borrow only as much as you can afford to pay with your 
next paycheck and still have enough to make it to the next payday.

To Com pJain/For M ore  In fo rm a tio n
If you believe a lender has violated the Truth in Lending Act, you can file a complaint with the 

FTC. The FTC works for the consumer to prevent fraudulent, deceptive and unfair business practices 
in the marketplace and to provide information to help consumers spot, stop and avoid them. To file a 
complaint or to get free information on consumer issues, call toll-free, 1-877-FTC-HELP (1-877-382- 
4357), or use the complaint form at wtvw.ftc.gov. The FTC enters Internet, telemarketing, identity 
theft and other fraud-related complaints into Consumer Sentinel, a secure, online database available to 
hundreds of civil and criminal law enforcement agencies in the U.S. and abroad.

(Fmeuu. Tu k  Comhsskm For Tmi Consumer
1-877-rrC-MELP www.ftc.90v |

February 2000



A L A S K A  U N S E C U R E D  L O A N S  M i N I M U M S

BANK MINIMUM LOAN A M T FEES ELIGIBILITY CRITERIA

Key Bank $3,000

Northrim Bank $2,500

Alaska Pacific Bank $2,500

Alaska First Community $2,000

Wells Fargo $1,000

First National Bank $500 - 1 yr term $50 loan fee/13.5% interest Must have checking 

account, loan application, 

good credit report, good 

employment history.
Credit Union 1 $500 - 3 yr term 10.95% interest.

AK USA $250 - 2 yr term 14.9% interest.

B a se d  on d a ta  co llec ted  by C a sh  A lask a  on F eb ru a ry  2, 2003 .
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A f f o r d a b l e  L o a n  C o m p a n y

A f f o r d a b l e  L o a n  C o m p a n y

Feb. 2 ,2004 Jack ie  B ro ck
Manager

Affordable Loan Company 
750 East Firewecd, Suite 101 
Anchorage, Ak. 99503

Members o f  Department o f  Labor and Commerce Committee

Dear Sir/Madame:

Affordable Loan Company was licensed with the State o f Alaska and issued license number 45 in 1991. 
Since then, we have grown and have a wide customer base in the State o f  Alaska. We currently hold 
accounts totaling over 5 million dollars for consumers. We are always trying to find ways to better serve 
the people o f  the State o f  Alaska.

We are a small loan company, therefore we are audited by the Banking Commission to insure we are in 
compliance with statues and regulations. Affordable Loan Company also has an outside auditing firm to 
handle an audit for our “compliance issues” with our bank. We have the permission from the Banking 
Commission to conduct “other business” within the State of Alaska. In that area, we purchase auto paper 
from dealerships, not only in Anchorage but also Eagle River, Wasilla, Fairbanks, Kenai and Soldotna 
areas. We specialize in sub-prime auto financing, for consumers with credit problems. Affordable Loan 
Company asked and was granted by the State Banking Commission the authority to conduct Payday Loans 
in our office. We are currently not doing that business, but we now can offer that service to the consumer 
but with some regulations. Our customers are all races, gender, some with college degrees, some with high 
school only, and some that have not even graduated high school, and some with GED’s. They are your 
neighbor’s and they are my neighbor’s. They are moderate income mothers and fathers.

Affordable Loan Company charges interest rates allowed by law, and even with the higher interest rates 
allowed under the “small loan statues”, any loan under $500.00 is not financially feasible for us to conduct. 
The cost o f  that action, and the rate o f delinquency o f an unsecured loan for any amount smaller than 
$500.00 is to high. The total amount o f  interest on a $500.00 loan for a 6 month term is $53.74. Consider 
the cost of that deal, employee, forms, ppyment books, postage, etc... we could not do loans for an amount 
less than $500.00 and break even. We do offer smaller loans for our prior customers when they get into a 
bind, but at a cost to our company.

We have seen the need, and are asked for payroll advance loans by our customers and per phone calls. In 
working with the consumers on a daily basis, we know what a need there is for short term loans in our 
community. We also know the risk for companies to offer this service at a small fee, to a stranger with no 
credit check. Customers have emergencies, they have car repairs, children get sick, rent needs to get paid, 
utilities need to be kept on, without bouncing a check. They are the consumer who is to embarrassed to 
admit they made a mistake in their checking account. They are all people that the banks will not loan a 
small amount o f  money due to the cost o f doing that business. They are all people with a job, an Alaskan 
identification card or drivers license or a military ID, and they all have a checking account. The fee for a 
payroll advance loan is substantially less then a bounced check or a late fee for rent or utilities getting shut 
o ff.

Respectfully,

x Jo iL u L
Jackie Brock
Manager-Affordable Loan Company

750 EAST FIREWEED LAKE, SUITE 101 - ANCHORAGE, AK 99503 
(907) 552-7511 • FAX: (907) 563-7329 

TOLL FREE (800) 5S8-75U

750 EAST FIREWEED LANE, SUITE 101 • ANCHORAGE, ALASKA 99503 • (907) 562-7511
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CH ECK  CASHERS A SSO CIA TIO N  O F NEW  YORK. INC.
500 Fiflh Avenue. Suile 2410. New York. NV 1 0 1 1 0 ,212-268-1911, F a x  201-487-3954

O F F IC E R S :
James Eustace. President 
Matthew Bardach. Vue President 
Jay Brodsky. Treasurer 
Andrew Boissdlc. Secretary

The Costs of Providing Emergency 

Advance Services

E X E C U T IV E  D IR E C T O R : 
H en ry  E. S ltyne

GENERAL COUNSEL: 
Gerald Goldman

P L A T IN l'M  A S S O C IA T E  
M E M B E R S .
• Cashpoint Network Services 
■ Chase Manhattan Bank
• Marshall & Sterling. Inc.
• Most Distribution Services. Inc.
• The Pav-O-Matic Corporation
• Travelers Exprcsx/MoncyGram'"
• Western Union’  Financial Services

The businesses tha t w ill provide Emergency Advance services are prim arily small, fam ily 
run operations. A num ber o f factors play a part in determ ining the cost o f providing this 
vital service to w ork ing  New Yorkers. The legislation supported by the C heck Cashers 
Association o f N ew  York calls for a 515 fee per S100 advanced. This w ould be among 
the lowest rates charged fo r deferred deposit services in the country and fa r lower than 
the $25 to $40 now  charged by some ou t of state lenders advertising services to New 
York residents.

The Check C ashers Association o f New York S la te  has reviewed available data from 
several sources to determ ine how much licensed check cashers would expect to make 
on each transaction. This included reviewing a study from the State o f Tennessee, a 
governm ent filing made by a com pany that operates 250 check cashing outlets in the 
Midwest and o ther available data. Each o f these sources confirm  that the single largest 
expense area fo r check cashers w ould be the salaries paid to people w ork ing  at the 
outlets in New York. Based on the $15 fee per $100 advance proposed in the New York 
legislation, the data uncovered by the C heck Cashers Association o f New York indicates 
that New Y o rk  b u s in e s s e s  p ro v id in g  E m ergency  A d va n ce  se rv ice s  w o u ld  earn 
on ly  51.50 to  $3.00 on each $100 tra n s a c tio n .

Where do fees for Emergency Advance Services go?

(Data for this chart was obtained from a public filing with the Securities and Exchange Commission by a company 
offering deferred deposit services in several states, including Kentucky, Tennessee, Missouri and Illinois,)

S u p p lie s /E q u ip m c n i

10%
Advertising

6%

B a d  D eb ts  

P ro f i ts  5 %  

10%

A d m in is t r a t io n

8% | Slore Operating Expenses
Professional Services >V.

3 V .

□  Salaries
□  Rent
□  Store Operating Expenses
□  Professional Services 
B  Adm inistration
■  Interest Expenses
■  Taxes
□  Profits
□  Bad Debts
□  Supplies/Equipm ent
■  Advertis ing



N C O  U p d a t e

NCO Update 
08/01/2003

Third Quarter 2003
CAUTION: M ILITARY T A R G E T E D  MONEY S C A M S
Predatory lenders, check ca shers ,  high-cost car dealers md insurance groups will often station 
themselves around military installations in hopes of grabbing a s many hard-earned military dollars 
as possible. In the end, they can sometimes prove to be more harmful to troops and troop morale 
than the enemy in the battlefield. A soldier 's  mind concentrated on over-exerted finances is  not 
alert on the battlefield or the immediate world around him, where it should be.

Professional scam  artists target the military community for several specif ic rea sons : its high 
youth-oriented population, general lack of financial knowledge, steady paychecks and the 
constant relocation of its personnel.

■^Currently , the worst financial offenders to military communities are "payday lenders."

Payday loans are small-dollar, short-terrn, unsecured loans borrowers promise to repay out of 
their next paycheck. Because these loans have such short terms to maturity, the cost  of 
borrowing, expre ssed  a s an annual percentage rate, can range from 300 percent to 1,000 percent 
or more. Payday lenders are not yet deemed "illegal" by the government, but they are under 
heavy scrutiny at the moment.

High-cost lenders target car owners and would-be car owners on military installations. They 
attempt to finance new cars at a much higher interest rate than what the borrower is  qualified for. 
They make money on many new car buyers who do not have a frame of reference for what a 
"good" interest rate is  and also don't know interest rates on automobiles can be bargained for, 
much like the sticker price on the car itself.

Som e pawn sh o p s  are getting into the car b u s ine ss  posing a s money lenders. T h e se  lenders will 
grant money out of a car's equity at an extremely high interest rate, adding a second  lien to the 
automobile. Many limes the borrower cannot repay the loan because of the extremely high 
monthly payments and the car i s  lost to the lender for a fraction of its value.

Younger so ld iers aren't the only ones who are singled out and targeted for money sca m s ; 
veterans are targets, too. Certain companies will offer "buyout programs," attempting to pay for 
an entire benefit package with one lump-sum payment, which i s  not only unfair to the retiree but 
extremely illegal. (From w w w .fd ic .gov . w w w .con su m erlaw .o rg , and a Washington Post article 
by Jennifer C. Kerr)

http://www.fdic.gov.www.consumerlaw.org
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Dear Senator Cowdery,
This letter is written in concern of HB389.1 am one o f 2 stores here in Anchorage 

that sells Gift Certificates, good for Catalog Merchandise, and allow their customers to 
write a check for more than the purchase price, and trust their customers enough to give 
them their change back, in cash. I have been open for only 5 months and have had a 
wonderful outcome from my services. The service that I provide is very helpful to all 
consumers who have a steady job and a checking account. The consumers just can’t find 
means to make ends meet and this is where I come into the picture to help, HB389 has 
grouped these businesses into a bunch of Payday Lenders that will be affected by the Bill. 
The Bill addresses regulation of small loans. Mr. Sniffen introduced this bill on January 
28*, in Juneau, I am a different sales model, my model use’s Deferred Deposit to give its 
customers their change back in cash. This bill will greatly affect the 2 stores here in 
Anchorage. As any consumer, don’t they have rights to choose businesses of their choice 
and what businesses that can better their needs, I have managed and been able tb watch " 
my store grow within these past 5 months. Although fairly new to this business, I 
sincerely hope that you give this matter your favorable consideration. Thank you for your 
time.

Sincerely,

7

Cara Coloma

3.0.T.U- .
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