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STATE OF ALASKA
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RevisiOi Hale/Tims (Note if correction): Revised 3/4/04
EXTEND TERMINATION DATE OF 
COMMISSION ON AGING_____________

FISCAL NOTE
Fiscal Nole Number 
Bill Version:
( ) Publish Dale:

Depl. Affected:

SB263-DHSS-03-01-04

Health & Social Serv ces

Title RDU Boards and Commissions

Component Commission on Aging

DAVISSponsor

Requester ____________

Expenditures/Revenues
SENATE (L&C) Component No. 

(Thousands o f Dollars)

2674

Note’ Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2005 FY 200G FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

282.6 282.6 282.6 282.6 282.6 282.6
487 48.7 48.7 48.7 48.7 48.7
80.3 80.3 80.3 80.3 80.3 80.3
6 3 6.3 6.3 6.3 6.3 6.3

TOTAL OPERATING 417.9 417.9 417.9 417.9 417.9 417.9

CAPITAL EXPENDITURES

CHANGE IN REVENUES (0)

1002 Federal Receipts
1003 GF Match
1004 GF
1037 GF/Mental Health 
Other(1007 Interagency Receipts) 
Other(1092 MHTAAR)

488 48.8 48 8 488 48 8 48 8
7.6 7.6 7.6 7.6 7.6 7.6

2686 268.6 268 6 2686 268 6 26e6
92.9 92.9 929 92.9 92 9 92.9

TOTAL 417.9 417.9 417.9 417.9 417.9 417.9

407.7Estimate of any current year (FY2004) cost:
Mark th is box (X) if fund ing fo r this bill is included in the Governor's FY 2004 budgei iroposa l:

POSITIONS
|Full-time 4 4 4 4 4 4
part-time
[Temporary

ANALYSIS: (Attach a separate page it necessary)
The Alaska Commission on Aging (ACOA) is due to sunset on June 30, 2004. The ACOA is tasked with helping 
older Alaskans lead dignified, independent, and useful lives. ACOA is authorized to administer and coordinate state 
programs for older Alaskans and to administer federal programs funded under provisions of the Older Americans Act 
(OAA). The ACOA is required by federal regulations Section 305 of the Older Americans Act requires each state to 
designate an agency as the sole state agency to 1) develop and administer a state plan and 2) coordinate all state 
activities related to the Older Americans Act and 3) serve as an effective and visible advocate for the elderly, and 4) 
distribute funds to individuals with the greatest economic or social need. The Department of Health and Social 
Services (DHSS) is designated as the sole

continued on Page 2

Prepared by: Janet Clarke Assistant Commissioner 
Division Administrative Services______________

Phone 465-1C30
Date/Time 03/03/2004

Approved by: Joel S Gilbertson Commissioner________
Agency Department of Health and Social Services

Date 0W I20Q 4
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FISCAL NOTE 
F N #

STATE OF ALASKA
2004 LEGISLATIVE SESSION

B ILL NO. SB263-DHSS-03-04-04

ANALYS IS CONTINUATION
state agency. The Division of Senior and Disabilities Services (DSDS) is responsible for coordinating all 
slate activities and granting funds for older Alaskans. The ACOA has been charged with the 
responsibility of developing a state plan and working with the DSDS to implement the plan, and to serve 
as an effective advocate for the elderly. If the ACOA expires, the Department of Health and Social 
Services (DHSS) stands to lose Si 3 million in federal dollars for senior services.

Extending the Commissioner does not have any fiscal impact since the funding in this fiscal note is 
reflected in the Governor's Amended budget proposal.
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DATE: 2/18/04

SENATE f in a n c e  c o m m it t e e  r e p o r t

FURTHER:

REPORTED OUT 

MAR 2 3 2004

SENATE FINANCE 
 COMMITEE

DATE TURNED, 
IN TO OFFICE:!<22rQ aeti2F4

Finance Committee considered SENATE BILL NO. 271

SB 271 NATURAL GAS DEVEL AUTHORITY PROJECTS

"An Act amending the purpose of the Alaska Natural Gas Development Authority to include planning, 
developing, constructing, managing, or operating an economically viable gas pipeline project from the North 
Slope of Alaska by a route that parallels the Trans Alaska Pipeline System or the Alaska Highway; 
authorizing evaluation of opportunities for private sector involvement in the project; amending requirements 
related to the Authority's preparation of a development plan; and providing for an effective date."

and recommends: 

be replaced with 

adopt previous _

attached amendment(s) 

adopt Letter of Intent by 

further referral to  _____

CS

cs

Committee

Committee

Senate Bill:
[ ] Same Title 
[ ] New Title

House Bill:
[ ] Same Title 
[ j Technical Title 

Change 
[ ] New Title w/ 

SCR#_____

NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):

Department Date Fiscal Indet. Zero. FN# Department Date Fiscal Indet. Zero FN#

[ ] APPROPRIATION - no fiscal note



* REPORTED OUT

FISCAL NOTE MAR ?, 3 2004

SENATE FINANCE
STATE OF ALASKA Fiscal Note Number: 1 COMMITEE
2004 LEGISLATIVE SESSION Bill Version: SB 271

Revision Date/Time (Note if correction :̂___
Title Natural Gas DevAuth Projects

(S) Publish Date:

Dept. Affected: 
"RDU
Component

2/18/04

Revenue

Sponsor
Requester

Senator Ogan

AK Natural Gas Dev Authority 
AK Natural Gas Dev Authority

Senate Resources

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2708

No*e: Amounts do not include inflation unless otherwise noted below.
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

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

|CAPITAL EXPENDITURES *«** »*** **•* *«»* *•«*

CHANGE IN REVENUES ( ) | I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any curren t year (FY2004) cost: 0.0
Mark th is box (X) If fund ing fo r th is b ill is included In the Governor's FY 2005 budge t proposa l:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: ('Attach a separate page if necessary)
**** This iegislation expands the responsibility of the Alaska Natural Gas Development Authority to include 
the review of the economic viability of a gas pipeline by a route that parallels the Trans Alaska Pipeline 
System or the Alaska Highway to the Canadian border. The legislation also extends the deadline to 
January 1, 2005 for ANGDA to complete a development plan.

The State of Alaska is currently reviewing the economics of a gas pipeline to the Lower 48 through 
Canada. To reduce duplication the State will coordinate research on all gas pipeline options and provide 
ANGDA with any research it develops that may assist ANDGA in the fulfillment of its obligations. There 
may also be research that is appropriate for ANGDA to conduct and to provide that information to the State 
of Alaska.

Prepared by. 
Division

Approved by: 
Agency

(Roused 12/2003 OMB)

Steve Porter, Deputy Commissioner
Department of Revenue

Phone (907) 465-2365 
Date/Time 2/16/04 9:58 AM

Steve Porter, Deputy Commissioner Date 2/16/2004
Department of Revenue

Page 1 of 1__

COMMITTEE COP'



SB 271 & SB 241
ANGDA work plan & supplementary funding request ($2.15 million)

(Heinze on 2/16/04)

Covers major work areas related to:
• (>usiness structure for the lowest cost-of-service
• integrated analysis of the benefits to Alaska and Alaskans
• verification of key project design, cost, and schedule elements

Addresses all eleven elements listed in Ballot Measure 3 that must be 
included in the development plan 

Interacts with State’s consideration of the Stranded Gas applications:
«• Help with the work (ie, benefits analysis)
• Provide a lower cost-of-service business alternative that help gas 

marketability
• Augment sponsors ability to provide gas and benefits to Alaskans
• Provides an alternative project for comparison (fall-back)

ANGDA is working with the Administration team to define and contract 
for most important ANGDA and Stranded Gas work efforts. Total 
funding requirement seems consistent with several alternative work emphasis 
scenarios. Timeline may slip depending on involvement with SGA applicants

Resolution of the ANGDA Board passed unanimously on Feb 9, 2004 
in support of the Administration’s proposal to combine efforts of State 
resources working on North Slope gas issues.

“The Board of the Alaska Natural Gas Development Authority 
supports the appropriation of $3,000,000. in the remainder of FY 04 
to the Department of Revenue for work related to bringing North 
Slope gas to market."

NO UNFUNDED MANDATES
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Alojko Initiative Petition Bill Language http://www.gov.state.ak.us/llgov/elections/petitlons/01gsln.htm

IN IT IA T IV E  PETITION  BILL LANGUAGE 
by Petition Sponsors

Petition ID*. 01GSLN 
The All-Alaskan Gasline Initiative:

An Act establishing the Alaska Natural Gas Development Authority, 
to maximize revenues for Alaska and jobs and gas for Alaskans

Posted 9/20/01

Proposed Bill:

BE I T  ENACTED BY THE PEOPLE OF THE STA TE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section to read:

FINDINGS AND IN TEN T, (a) The people find that

1. The Phillips-Marathon liquefaction facility at Nikiski has been supplying Cook Inlet natural gas to Japan 
and Southcentral Alaska at great profit and without interruption since 1969;

2. Cook Inlet gas supplies are dwindling rapidly with shortfalls anticipated as early as the winter of 2003;
3. Alaska's North Slope conlains vast proven reserves of natural gas that have been known for at least 25

years but have never been developed;
4. these gas resources have never been offered for sale, because there has been no way to transport 

them to market;
5. multiple markets in North America and Asia have recently expressed an interest in receiving a proposal 

from Alaska for the purchase of Alaska gas;
6. if developed, these natural gas resources could represent substantial economic benefits to Alaskans in 

jobs, state revenue, and gas for Alaska citizens and businesses;
7. the major North slope leaseholders have competing gas reserves in other parts of the world vying for 

the same markets, creating a conflict of inlerest for them in advancing the sales of Alaska gas;
8. the North slope Producers agreed in 1991 to strand North Slope gas until G t least 2005;
9. given the producer's conflicts of interest and their historic refusal to make North Slope natural gas 

available it may be necessary to take the gas back;
10. the permits necessary for an Alaskan gasline project have been pledged to the Alaska Natural Gas 

Development Authority, operating as a port authority, to facilitate the development of the project;

1 of 1) 1/25/2004 1:14 PM
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there is sufficient gas for an all-Aloskan gasline project:
the Alaska Natural Gas Development Authority offers substantial tax benefits that improve the 
economics of a gasline project;
state ownership of the pipeline ond associated facilities has the potential to provide substantial 
revenues to the state and the Alaska Permanent Fund; and
Alaska's constitution requires that Alaska's resources are developed, utilized, and conserved for the 
maximum benefit cf Alaska's people.
an all-Alaskan gasline maximizes jobs for Alaskans, revenues for the Alaskan treasury, and access to gas 
for Alaskans.

(b) I t  is the intent of this Act to create the All-Alaskan Natural Gas Development Authority for the purpose 
of developing, constructing, managing, and operating a gas pipeline from the North Slope of Alaska and a spur 
line to the Southcentral Alaska natural gas attribution grid.

*Sec. 2. AS 41 is amended by adding a new chapter to read:

Chapter 41. Alaskan Natural Gas Development Authority.
Article 1. Establishment of the Authority.

Sec. 41 .41.010. Establishment of the authority, (a) There is established the Alaska Natural Gas 
Development Authority, the purpose of which is to provide one or more of the following services and 
functions in order to bring natural gas from the North Slope to market, including

.. the acquisition and conditioning of North Slope natural gas;
Z. the design and construction of the pipeline system;
3. the operation and maintenance of the pipeline system;
4. the design, construction, operation, of other facilities necessary for delivering the gas to morket 

and to Southcentral Alaska,' and
5. the acquisition of natural gas market share sufficient to ensure the long-term feasibility of the 

pipeline system project.

(b) The authority is a public corporation and an instrumentality of the state within the Department of 
Revenue.

(c) The authority has a legal existence independent of and separate from the state.

(d) The acquisition of natural gas from the North Slope and its delivery to tidewater for shipment to 
market by the authority is an essential government function of the state.

(e) The authority may not be terminated as long as it has bonds, notes, or other obligations outstanding.

Sec. 41 .41.020. Authority governing body, (a) The authority shall be governed by a board of 
directors consisting of seven members from the general public appointed by the Governor and 
confirmed by the legislature.

(b) The board shall annually elect a chair, and may elect other officers, from among its members.

Sec. 41.41.030. Term of office, (a) The members of the board shall be appointed for terms of three 
years, and they may be reappointed.

11.

12.

13.

14.

15.
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(b) The terms of the members shall be staggered.

Sec. 41 .41.040. Removal and vacanc:'"s. (a) The governor may remove a member of the board from 
office. A removal must be in writing and must state the reason for the removal. A member who is 
removed may not participate in board business and may not be counted for purposes of establishing a 
quorum after the member receives written notice of removal. A member who is removed is not entitled 
to honoraria, per diem, or travel expenses authorized under A5 41.41.060 for work performed after 
the member receives the written notice of removal.

(b) The governor shall promptly fill a vacancy on the board by appointment. An appointee to a vacancy 
shall hold office for the balance of the term for which the appointee's predecessor on the board was 
appointed.

(c) A vacancy on the board does not impair the authority of a quorum of the board to exercise all the 
powers and perform all the duties of the board.

Sec. 41 .41.050. Quorum and voting. Four members of the board constitute a quorum for the 
transaction of business and the exercise of the powers and duties of the board. Action may be taken 
only upon the affirmative vote of a majority of the full membership of the board.

Sec. 41 .41.060. Compensation of board members; per diem and travel expenses. Members of the 
board are entitled to per diem and travel expenses authorized for boards and commissions under AS 
39.20.180.

Sec. 41 .41.070. Authority s ta ff, (a) The board may employ and determine the salary of a chief 
executive officer.

(b) The chief executive officer may, with the approval of the board, select and employ additional sta ff 
as necessary.

(c) An employee of the authority, including the chief executive officer, may not be a member of the 
hoard. The chief executive officer and the other employees of the board are in the exempt service 
under AS 39,25.110.

(d) In addition to its employees, the authority may contract for and engage the services of bond 
counsel, consultants, experts, and financial advisors the corporation considers necessary for the 
purpose of developing information, furnishing advice, or conducting studies, investigations, hearings, or 
other proceedings.

Sec. 41.41.080. Legal counsel. The jttorney general

1. is the legal counsel for the authority;
2. shall advise the authority in legal matters; and
3. shall represent the authority in legal actions.

Sec. 41.41.090. Conflicts of interest, (a) Members of the board and the chief executive officer of 
the authority are subjed to the provisions of AS 39.50.

3 of u I/ 2 V 2 0 0 4  114 PM
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(b) I f  a member of the board or an employee of the authority acquires, owns, or controls an interest, 
direct of indirect, in an entity or project in which assets of the authority are invested, the member 
shall immediately disclose the interest to the board. The disclosure is a matter of public record and 
shall be included in the minutes of the first board meeting following the disclosurs.

Sec. 41 .41.100. Budget. The revenue earned by operations of the authority must be identified as the 
source of the operating budget of the authority in the state's operating budget under AS 37.07 
(Executive Budget Act),

Sec. 41 .41.110. Audits. The Legislative Budget and Audit Cotrmiiiee may provide, for an annual post 
audit and annual operational and performance evaluations of the authority's operations and budget.

Sec. 41.41.120. Reports and publications, (a) By September 30 of each year, the board shall publish 
a report of the authority for distribution to the governor and the public. The board shall notify the 
legislature that the report is available.

(b) The report must include financial statements audited by independent outside auditors and a 
statement of the amount of money received by the authority from its operations during the period 
covered.

Sec. 41 .41.130. Tax exemption. The security instruments issued by the authority, the transfer of 
the security instruments, and the income on the security instruments arc exempt from all taxes and 
assessments in the state.

Sec. 41 .41.140. Political activities. The resources of the authority may not be used to finance or 
influence political activities.

Sec 41.41.150. Public access to information, (a) Information in the possession of the authority is a 
public record, except that information that discloses the particulars of the business or affa irs of a 
private enterprise or investor is confidential and is not a public record for purposes of AS 40.25.110 - 
40.25.140. Confidential information may be disclosed only for the purposes of an official law 
enforcement investigation or when its production is required in a court proceeding.

(b) The restrictions of (a) of this section do not prohibit the publication of statistics presented in a 
manner that prevents the identification of particular reports, items, persons, or enterprises.

Article 2. Powers of the Authority.

Sec. 41.41.200. Powers of the authority. In furtherance of its corporate purposes, in addition to its 
other powers, the authority may

1. sue and be Sued;
2. adopt a seal;
3. adopt, amend, ond repeal bylaws ond regulations;
4. make and execute contracts and other instruments;
5. in its own name acquire property, lease, rent, convey, or acquire real and personal property; a 

project site or part of a project site may be acquired by eminent domain;
6. acquire natural gas supplies;
7. issue bonds and otherwise incur indebtedness in accordance with AS 41.41.300 - 41.41.410 in
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order to pay the cost of a project;
8. accept gifts, grants, or loans from and enter into contracts or other transactions regarding 

gifts, grants, or loans with a federal agency or an agency or instrumentality of the state, a 
municipality, private organization, or other source;

9. enter into contracts or agreements with a federal agency, agency or instrumentality of the state, 
municipality, or public or private individual or entity, with respect to the exercise of its powers;

10. charge fees or other forms of remuneration for the use of authority properties and facilities;
11. defend and indemnify a current or former member of the board or on employee or agent of the 

authority against the costs, expenses, judgments, and liabilities as a result of actions taken in 
good faith on behalf of the authority; and

12. purchase insurance to protect its assets, services, and employees against liabilities that may 
arise from authority operations and activities.

Article 3. Revenue Bonds and Notes.

Sec. 41.41.3CX). Bonds and notes of the authority, (a) The authority, by resolution, may issue 
revenue bonds and bond anticipation notes in order to provide funds to carry out the purposes set out 
in AS 41.41.010(a).

(b) The principal and interest on the revenue bonds or notes authorized and issued under ( i )  of this 
section are payable from authority funds. Bond anticipation notes may be payable from the proceeds of 
the sale of bonds or from the proceeds of the sale of other bond anticipation notes or, in the event 
bond or bond anticipation note proceeds are not available, the notes may be paid from other funds or 
assets of the authority.

(c) Bonds or notes may be additionally secured by a pledge of a grant or contribution from the federal 
government, or a corporation, association, institution, or person, or a pledge of money, income, or 
revenues of the authority from any source.

(d) Bonds or bond anticipat>on notes of the authority may be issued in one or more series and shall be 
dated, bear interest at the rate or rates per year or within the maximum rate, be in the denomination, 
be in the form, either coupon or registered, carry the conversion or registration provisions, have the 
rank or priority, be executed in the manner and form, be payable at the times, from the sources, and in 
the medium of payment ond place or places within or outside the state, be subject to authentication by 
a trustee or fiscal agent, and be subject to the terms of redemption with or without premium, as the 
resolution of the authority may provide. Bond anticipation notes shall mature at the time or times that 
are determined by the authority. Bonds shall mature at a time not exceeding a number of years from 
their date that is determined by the authority. Before the preparation of definitive bonds or bond 
anticipation notes, the authority may issue interim receipts or temporary bonds or bond anticipation 
notes, with or without coupons, exchangeable fo r  bonds or bond anticipation notes when these definitive 
bonds or bond anticipation notes have been executed and are available for delivery.

(e) Bonds or bond anticipation notes may be sold in the manner and on the terms the authority 
determines,

(f) I f  an officer whose signature or a facsimile of whose signature appears on a bond, note, or coupon 
attached to them ceases to be an officer before the delivery of the bond, note, or coupon, the 
signature or facsimile is valid to the same extent as if the officer had remained in officc until delivery.
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Sec. 41 .41 .310. Covenants. In a resolution of the authority authorizing or relating to the issuance of 
bonds or bond anticipation notes, the authority has power by provisions in the resolution that will 
constitute covenants of the authority and contracts with the holders of the bonds or bond anticipation 

notes to

1. pledge to a payment or purpose all or a part of its revenues to which its right then exists or may 
thereafter come into existence, and the money derived from the revenues, and the proceeds of 
bonds or notes;

2. covenant as to the use and disposition of payments of principal or interest received by the 
authority on loans or other investments held by the authority;

3. covenant as to establishment of reserves or sinking funds and the making of provision for and the
regulation and disposition of the reserves or sinking funds;

4. covenant with respect to or against limitations on a right to sell or otherwise dispose of property 
of any kind;

5. covenant as to bonds and notes to be issued, and their limitations, terms, and conditions, and as 
to the custody, application, and disposition of the proceeds of the bonds and notes;

6. covenant as to the issuance of additional bonds or notes, or as to limitations on the issuance of
additional bonds or notes and the incurring of other debts;

7. covenant as to the payment of the principal of or interest on the bonds or notes, as to the 
sources and methods of the payment, as to the rank or priority of the bonds or notes with 
respect to a lien or security, or as to the acceleration of the maturity of the bonds or notes;

8. for the replacement of lost, stolen, destroyed, or mutilated bonds or notes;
9. covenant as to the redemption of bonds or notes and privileges of their exchange for other 

bonds or notes of the authority;
10. covenant to create or authorize the creation of special funds of money to be held in pledge or 

otherwise for operating expenses, payment or redemption of bonds or notes, reserves, or other 
purposes;

11. establish the procedure, if any, by which the terms of a contract or covenant with or for the 
benefit of the holders of bonds or notes may be amended or abrogated, the amount of bonds or 
notes the holders of which must consent to amendment or abrogation, and the manner in which 
the consent may be given;

12. covenant as to the custody of property or investments, their safekeeping and insurance, and the 
use and disposition of insurance money;

13. agree with a corporate trustee that may be a trust company or bank having the powers of a trust 
company within or outside the state as to the pledging or assigning of revenue or funds to which 
or in which the authority has rights or an interest; the agreement may further provide for other 
rights and remedies exercisable by the trustee as may be proper for the protection of the 
holders of a bond or note of the authority and not otherwise in violation of law and may provide 
for the restriction of the rights of an individual holder of bonds or notes of the authority;

14 appoint and provide for the duties and obligations of a paying agent or paying agents or other 
fiduciaries as the resolution may provide within or outside the state;

15. limit the rights of the holders of a bond or note to enforce a pledge or covenant securing the 
bonds or notes;

16. make covenants other than and in addition to the covenants expressly authorized in this section 
of like or different character, and to make covenants to do or refrain from doing acts and things 
as may be necessary or convenient and desirable in order to better secure bonds or notes or 
that, in the absolute discretion of the t jthority, will tend to make bonds or notes more 
marketable, notwithstanding that the covenants, acts, or things may not be enumerated in this 
section.
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Sec. 41 41.320. Limitations of issuance of bonds, (a) The authority may not issue bonds in an amount 
that exceeds the amount of bonds authorized to be issued by the legislature.

(b) This section does not apply to the issuance by the authority of refunding bonds or to the issuance 
by the authority of bonds the proceeds of which are intended to be used to refinance the loans held by 
the authority.

Sec. 41 .41 .330. Independent financial advisor. In negotiating the private sale of bonds or bond 
anticipation notes to an underwriter, the authority may retain a financial advisor. A financial advisor 
retained under this section must be independent from the underwriter.

Sec. 41 .41 .340 . Validity of pledge, (a) The pledge of assets or revenue of the authority to the 
payment of the principal or interest on an obligation of the authority is valid and binding from the time 
the pledge is made, and the assets or revenue become immediately subject to the lien of the pledge 
without physical delivery or further act. The lien of a pledge is valid and binding against all parties 
having claims in tort, contract, or otherwise against the authority, irrespective of whether those 
parties have notice of the lien of the pledge.

(b) This section does not prohibit the authority from selling assets subject to a pledge, except that a 
sale may be restricted by the trust agreement or resolution providing for the issuance of the 
obligations.

Sec. 41 .41.350. Capital reserve funds, (a) For the purpose of securing one or more issues of its 
obligations, the authority may establish one or more special funds, called "capital reserve funds," and 
shall pay into those capital reserve funds (1) money appropriated and made available by the state for 
the purpose of those funds, (2) proceeds of the sale of its obligations, to the extent provided in the 
resolution or resolutions of the authority authorizing their issuance, and (3) other money that may be 
made available to the authority for the purpose of those funds from another source. All money held in a 
capital reserve fund, except as provided in this section, shall, subject to appropriation, be used as 
required solely for the payment of the principal of obligations or of the sinking fund payments with 
respect to those obligations; the purchase or redemption of obligations; the payment of interest on 
obligations; or the payment of a redemption premium required to be paid when those obligations arc 
redeemed before maturity. However, money in a fund may not be withdrawn from that fund at any time 
in an amount that would reduce the amount of that fund to less than the capital reserve requirement 
set out in (b) of this section, except for the purpose of making, with respect to those obligations, 
payment, when due, of principal, interest, redemption premiums, and the sinking fund payments for the 
payment of which other money of the authority is not available. Income or interest corned by, or 
increment to, a capital reserve fund due to the investment of the fund or other amounts in it may be 
transferred by the authority to other funds or accounts of the authority to the extent that the 
transfer does not reduce the amount of the capital reserve fund below the capital reserve fund 
requirement.

(b) I f  the authority decides to issue obligations secured by a capital reserve fund, the obligations may 
not be issued if the amount in the capital reserve fund is less than a percent, not exceeding 10 percent, 
of the principal amount of all of those obligations secured by that capital reserve fund then to be 
issued and then outstanding in accordance with their terms, as may be established by resolution of the 
authority, colled the "capital reserve fund requirement," unless the authority, at the time of issuance 
of the obligations, deposits in the capital reserve fund from the proceeds of the obligations to be
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issued or from other sources an amount that, together with the amount then in the fund, will not be 
less than the capital reserve fund requirement.

(c) In computing the amount of a capital reserve fund for the purpose of this section, securities in 
which all or a portion of the funds are invested shall be valued at par or, if purchased at less than par, 
at amortized costs as the term is defined by resolution of the authority authorizing the issue of the 
obligations or by some other reasonable method established by the authority by resolution. Valuation on 
a particular date must include the amount of interest earned or accrued to that date.

(d) To assure the continued opera rion and solvency of the authority for the carrying out of its 
corporate purposes, provision is made in (a) of this section for the accumulation in capital reserve funds 
of an amount equal to their capital reserve fund requirement.

(e) The chair of the authority shall annually, not later than January 2, make and deliver to the governor 
and chairs of the house and senate finance committees a certificate stating the sum, if any, required to 
restore a capital reserve fund to the capital reserve fund requirement. The legislature may appropriate 
that sum, and all sums appropriated during the current fiscal year by the legislature for the restoration 
shall be deposited by the authority in the appropriate capital reserve fund.

(f) This section does not create a debt or liability of the state.

Sec. 41.41.360. Remedies. A holder of obligations or coupons attached to them issued under the 
provisions of this chapter, and a trustee under a trust agreement or resolution authorizing the issuance 
of the obligations, except as restricted by a trust agreement or resolution, either at law or in equity, 
may enforce all rights granted hereunder or under the trust agreement or resolution, or under another 
contract executed by the authority under this chapter, and may enforce and compel the performance 
of all duties required by this chapter or by the trust agreement or resolution to be performed by the 
authority or by an officer of it.

Sec. 41 .41.370. Negotiable instruments. All obligations and interest coupons attached to them are 
negotiable instruments under the laws of this state, subject only to applicable provisions for 
registration.

Sec. 41.41.380. Obligations eligible for investment. Obligations issued under the provisions of this 
chapter are securities in which all public officers and public bodies of the state and its political 
subdivisions, all insurance companies, trust companies, banking associations, investment companies, 
executors, administrators, trustees, and other fiduciaries may properly and legally invest funds, 
including capital in their control or belonging to them. These obligations may be deposited with a state 
or municipal officer of an agency or political subdivision of the state for a purpose for which the 
deposit of bonds, notes, or obligations of the state is authorized by law.

Sec. 41.41.390. Refunding bonds, (a) The authority may provide for the issuance of refunding bonds 
for the purpose of refunding an obligation then outstanding that has been issued under the provisions 
of this chapter, including the payment of redemption premium on them and interest accrued or to 
accrue to the date of redemption of the obligations. The issuance of the bonds, the maturities and 
other details of them, the rights of the holders of them, and the rights, duties, and obligations of the 
authority in respect of them are governed by the provisions of this chapter that relate to the issuance 
of obligations insofar as those provisions may be appropriate,
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(b) Refunding bonds may be sold or exchanged for outstanding bonds issued under this chapter, and, if 
sold, the proceeds may be applied, subject to appropriation and in addition to another authorized 
purpose, to the purchase, redemption, or payment of the outstanding obligations. Pending the application 
of the proceeds of refunding bonds, with any other available funds, to the payment of the principal, 
accrued interest, and redemption premium on the obligations being refunded, and, if so provided or 
permitted in the resolution authorizing the issuance of the refunding bonds or in the trust agreement 
securing them, to the payment of any interest on the refunding bonds and expenses in connection with 
the refunding, the proceeds may be invested in direct obligations of, or obligations the principal of and 
the interest on which ore unconditionally guaranteed by, the United States that mature or that will be 
subject to redemption, at the option of the holders of them, not later than the respective dates when 
the proceeds, together with the interest accruing on them, will be required for the purposes intended.

Sec. 41.41.400. Credit of stotc not pledged, (a) Obligations issued under the provisions of this 
chapter do not constitute a debt, liability, or obligation of the state or of a political subdivision of the 
state or a pledge of the faith and credit of the state or of a political subdivision of the state but are 
payable solely from the revenue or assets of the authority. Each obligation issued under this chapter 
must contain on its face a statement that the authority is not obligated to pay it or the interest on it 
except from the revenue or assets of the authority and that neither the faith and credit not the 
taxing power of the state or of a political subdivision of the state is pledged to the payment of the 
principal of or the interest on the obligation.

(b) Expenses incurred by the authority in carrying out the provisions of this chapter are payable from 
funds provided under this chapter, and liability may not be incurred by the authority in excess of these 
funds.

Sec. 41.41.410. O fficers not liable. A member or other officer of the authority is not subject to 
personal liability or accountability by reason of having executed or issued an obligation.

Article 4. Property of the Authority.

Sec. 41.41.450. Property of the authority. The authority may acquire, by purchase, lease, or gift, 
upon terms that it considers proper, land, structures, real or personal property rights, rights-of-way, 
franchises, casements, and other interests in land it considers necessary or convenient for the 
financing of the project or a part of the project.

Article 5. Project Construction.

Sec. 41 .41.500. Contract terms relating to use of Alaska resources, (a) The authority shall enter 
into one or more prchire project term agreements with labor organizations that (1) contain no-strike 
clauses; and (2) secure timely completion of the project and maximum employment opportunities for 
state residents.

(b) To maximize the economic benefits of the project to Alaskan businesses, the authority shall use 
Alaska contractors and supplic. s to the maximum extent possible to take advantage of the Alaska 
experience in Arctic engineering and construction.

Article 6. General Provisions.

Sec. 41.41.900. Tax exemption. All obligations issued under this chapter are declared to be issued
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by a body corporate and public of the state and for an essential public and governmental purpose, and 
the obligations, and the interest and income on and from the obligations, and all fees, charges, funds, 
revenues, income, and other money pledged or available to pay or secure the payment of the obligations, 
or interest on the obligations, are exempt from state taxation except for transfer, inheritance, and 
estate taxes.

Sec. 41.41.990. Definitions. In  this chapter,

1. "authority" means the Alaska Natural Gas Development Authority;
2. "board" means the board of directors of the Alaska Natural Gas Development Authority;
3. "project" means the gas transmission pipeline, together with all related property and facilities, to 

extend from the Prudhoe Bay area on the North Slope of Alaska to tidewater at a point on Prince 
William Sound and the spur line from Glennallen to the Sojthcentral gas distribution grid, and 
includes planning, design, and construction of the pipeline and facilities as described in AS 
41.41.010(a)(1) - (5).

*Sec. 3. AS 39.25.110(11) is amended by adding a new subparagraph to read:

(G) Alaska Natural Gas Development Authority;

’"'Sec. 4 . AS 39.50.200(b) is amended by adding a new paragraph to ead:

(57) the board of directors and chief executive officer of the Alaska Natural Gas Development 
Authority (AS 41.41.020).

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

DEVELOPMENT OF PROJECT PLAN. Not later than one year a fter the first meeting of the board of 
directors of the Alaska Natural Gas Development Authority, the board shall produce a development 
plan. The development plan must include

t. estimates of construction costs and timelines;
2. gas procurement prices;
3. use of the state's royalty gas;
4. estimates of revenue to the general fund and the Alaska permanent fund;
5. a revenue sharing plan with municipal governments;
6. a plan for delivery and pricing of natural gas to communities along the pipeline rouTe and to 

So.'thcentral Alaska through a spur line;
7. a plan for delivery and pricing of LNG to Yukon River and coastal communities;
8. a payment schedule to companies providing permits or other valuable assets;
9. a marketing plan to approach potential buyers;

10. a plan to maximize Alaskan hire, including project labor ogreements; and
11. a plan to ensure meeting the highest environmental and safety standards, including a citizens 

advisory council.
12. The goal of the authority is to have the Alaskan gas line in full production by 2007,

“Sec. 6. The uncodified law of the State of Alaska is amended by adding a nev/ section to read:

IN IT IA L  APPOINTMENTS OF MEMBERS OF ALASKA NATURAL GAS DEVELOPMENT
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AUTHORITY BOARD OF DIRECTORS. Of the members firs t appointed under AS 41.41.020(a), 
enacted by sec. 2 of this Act,

1. three members shall be appointed to three-year terms;
2. two members shall be appointed to two-year terms; and
3. two members shall be appointed to one-year terms.

■

Initiative Petition Status Report
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M E M O R A N D U M  January 22, 2004

S U B JE C T : Senate Bill 271, amencling material added by the Alaska Natural
Gas Development Authority initiative -  sectional analysis 
(Work Order No. 23-LS 1475\D)

TO : Senator Scott Ogan

FR O M : Jack Chenoweth
Assistant Revisor

Linda Hay has requested a sectional analysis of the above-captioned bill. The measure 
addresses material added by the Alaska Natural Gas Development Authority initiative. 
The authority was established by initiative approved at the November 2002 general 
election to build a gas pipeline to tidewater and to market North Slope natural gas.

Bill section 3: The amendment made to AS 41.41.990(3) is the measure's principal 
substantive change. It amends the definition used in the Alaska Natural Gas 
Development Authority chapter to define the "project" to add the alternative of a route 
that parallels the TransAlaska Pipeline System or the Alaska Highway to the Canadian 
border, at which point the pipeline would interconnect with a TransCanada line. The 
amendment makes a confouning change by eliminating a specific reference to 
completion of a spur line from a point of origin in Glennallen to service the Southcentral 
gas distribution grid; while the inclusion of reference to a spur line remains part o f  the 
definition of the project, the spur line could originate at any appropriate point.

Bill section 1 adds a series of findings supportive of the changes proposed in the 
legislation.

Bill section 2, amending AS 41.41.010(d), makes a conforming change by eliminating 
reference to a delivery to tidewater for onward shipment; subsection (d) otherwise retains 
reference to the authority's ability to acquire North Slope natural gas for delivery to 
market as "an essential government function of the state."

Bill section 4: The 2002 Alaska Natural Gas Development Authority initiative included 
an interim provision directing the Authority's board to prepare a development plan within 
one year (or at a point later in this calendar year). The changes made in the bill section
(1) delay the deadline to meet that requirement to January 1, 2005, so that the Authority's 
directors may respond to the new duties assigned in the bill, (2) direct the development of 
separate plans, and (3) add, as a further requirement, an evaluation of private sector



Senator Scott Ogan 
January 22, 2004 
Page 2

opportunities associated with planning, development, construction, management, and 
operation of the pipeline projects.

Bill section 5 gives these changes an immediate effective date.

JBC:med
04-070.med



SENATOR SCOTT OGAN  23rd A laska S tate Legislature
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Fax (907) 465-3265

Senator_Scott_Ogan@legis.state.ak.us Http://www.akrepublicans.org/ogan

SPONSOR STATEMENT 

SB 271 Natural Gas Development Authority Projects

SB 27a was introduced to expand the scope o f the Alaska Natural Gas Development 
Authority (ANGDA) to include planning, developing, constructing, managing or 
operating an economically viable gas pipeline project from the North Slope to the 
Canadian Boarder. This approach also asks ANGDA to evaluate opportunities for 
private sector involvement in the project. With the recent announcement of 
applications by independent and producer pipeline operators under The Stranded Gas 
Act, SB 271 could be a key component to a link with existing infrastructure in Canada.

As one o f the legislators that introduced the original legislation eventually passed by a 
voter initiative, I feel it was an omission to not allow for more private sector risk when 
considering this project. Under this bill, a private sector investor, constructor and or 
operator could build and operate the pipeline either to tidewater, the Canadian border 
or both. State ownership would give the advantage of tax-free status but the private 
sector would shoulder the risk in areas that the state traditionally should not undertake. 
Tax-free ownership dramatically changes the economics o f a project.

SB 271 is project sponsor neutral, as all parties interested in bringing Alaska's North 
Slope Gas to market, could utilize this process. I think this makes LNG to tidewater a 
more viable project if the LNG line could piggyback off o f the preplanned infrastructure 
of a route that parallels the Trans Alaska Pipeline System or the Alaska Highway.

mailto:Senator_Scott_Ogan@legis.state.ak.us
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"An Act amending the purpose of the Alaska Natural Gas Development Authority to include planning, 
developing, constructing, managing, or operating an economically viable gas pipeline project from the North 
Slope of Alaska by a route that parallels the Trans Alaska Pipeline System or the Alaska Highway; 
authorizing evaluation of opportunities for private sector involvement in the project; amending requirements 
related to the Authority's preparation of a development plan; and providing for an effective date."
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:____ ________________

2004 LEGISLATIVE SESSION Bill Version: CSSB 272 (FIN)
() Publish Date:_________ ________________

Revision Dale/T ime (Note 4 corroclion):_________________________ Depl. Affectedj____________ DCED_________
Title Dclerred Deposit Advances______________________BRU Banking. Securities & Corp.
_______________________________________________________________ Component Banking, Securities & Corp.
Sponsor Sen. Rules_____________________________________ _________________________________________
Requester House Finance Commillee_______________________Component No. 1233

Expenditures/Revenues_____________________________________(Thousands of Dollars)
Note: Amounts do not include inflation unless otherw ise noled below.
OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Porsonal Services 78.0 78.0 78.0 78.0 78.0 78.0
Travel 12.0 12.0 12.0 12.0 12.0 12.0
Contractual 0.0 0.0 0.0 0.0 0.0 0.0
Supplies 1.5 1.5 1.5 1.5 1.5 1.5
Equipment 4.0 4.0 4.0 4.0 4.0 4.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 95.5 95.5 95.5 95.5 95.5 95.5

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) 94.5 52.5 119.3 84.0 150.8 115.5

FUND SOURCE (Thousands ol Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Montal Hea'th
O lher (Specify Type--Do not abbreviate) 95.5 95.5 95.5 95.5 95.5 95.5

TOTAL 95.5 95.5 95.5 95.5 95.5 95.5

Estim a te o f any cu rren t year (FY2004) cos t: 0.0
Check th is box (X) if fu nd in g fo r th is b ill Is in c lu d ed in the G ove rno r's FY 2005 budge t p roposa l:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a sofiaratopage ilaccessory)

This legislation requires the Division of Banking, Securities and Corporations to licenso and supervise 
Alaska’s payday loading establishments. The div;sion anticipator, two additional stall will bo needed to 
implement theso provisions.

Porsonal Services: Ono Financial Institution Exammor I working 3/4 time ($46.3) and one Administrative 
Clerk III working 3/4 time ($31.7) will conduct examinations ol the now licensees. Regulation of .hoso now 
licensees is expected lo generate a significant number ol consumer complaints and inquiries which will 
nocessitale the need for a now clork.

P rcporodby: Phono 465-3424______
Rop. W illiams, Co-Chnlr  Dato/Timo 5/6/04 4:50 PM

Palo 5/6/2004
Rep, Hnrri3. Co-Chnir________________________________________
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FISCAL N0TI2

STATE OF ALASKA BILL NO.
2004 LEGISLATIVE SESSION

STATE OF ALASKA BILL NO. HCS CSSB 272(FIN)
2004 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Travel: In-state and out-of-state travel to verify establishments have licenses and to 
exam ine licensed establishments

Contractual: There is no funding for contractual costs.

Supplies: Miscellaneous contractual expenses for two new employees ($2.5)

Equipment: Computer equipment for new staff ($4.0)

Change in Revenues: The total revenue for the first year would be an estimated $94.5.

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 are 20 establishments who will each pay $3.0 for a 
biennial license which equates to $60.0 in revenues on an annual basis in FY05. We 
estimate that the number of establishments 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 .125 per exam ination. This is 
based on the assumption that each examination would require an average of 15 
exam ination hours at a cost of $75 per hour. The division estimates that the cost of 
travel to be reimbursed will be $12.0.
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Amendment 1

Page 7, line 24

Insert the following and renumber accordingly:

(11) the total amount o f  fees received per AS 06.50.460;

S ’ » (o ' o H

O r  o £ l r ^

y W e Jv K d

f o w U d  H -  s ’

V
(12) the total amount o f  fees, costs, and other income received per AS 06.50.550;

(13) the total number o f  recipients offered a payment plan;

(14) the average length o f  the payment plans;

. (15) the total number o f  recipients whose payment obligation was assigned to a third 
party lor collection;

(16) the total number o f  recipients that had a court action initiated against them;
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A mendm ent _______

Page 10, line 28

Delete [TWO CONSECUTIVE TIMES] 

Insert once
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Page 4, line 4 
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FISCAL NOTE
STATE O F ALASKA
2004 LEG ISL A T IV E  SESSION

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

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

Dept. Affected 
RDU

CSSB 272(FIN)
4/29/04

DCED

(Payday Loans)
Sponsor
Requester

Senate Rules

Banking, Securities & Corporations (115) 

Component Banking. Securities & Corporations

Senate Finance

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

1233

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 Services 78.0 78.0 78.0 78.0 78.0 78.0
Travel 12.0 12.0 12.0 12.0 12 0 12.0
Contractual 35.0 45.0 50.0 55.0 65.0 70.0
Supplies 1.5 1.5 1.5 1.5 1.5 1.5
Equipment 4.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 130.5 136.5 141.5 146.5 156.5 161.5

CAPITAL EXPENDITURES | | |

CHANGE IN REVENUES (1156) 94.5 52.5 119.3 84.0 150.8 115.5

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1156 Increase in Revenues (RSS) 130.5 136 5 141.5 146 5 156.5 161.5

TOTAL 130.5 136.5 141.5 146.5 156.5 161.5

Estimate o f any curren t year (FY2004) cost: 0 0
Check th is box (X) if fund ing fo r th is bill is inc luded in the Governor's FY 2005 budget proposal: 

POSITIONS
Full-time
Part-time
Temporary

ro

0
0

ANALYSIS: (Attach a separate page //necessary)

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 working 3/4 time (S46.3) and one Administrative 
Clerk III working 3/4 time ($31.7) will conduct examinations of the new licensees. Regulation of these new 
licensees is expected to generate a significant number of consumer complaints and inquiries which will 
necessitate the need for a new clerk.

Prepared by 
Division

Approved by 
Agency

Mark Davis. Director
Banking. Securities & Corporations

Phone (907)465-2521 
Date/Time 4/28/04 6 29 PM

Edgar Blatchford, Commissioner Date 4/28/2004
Department of Community & Economic Development

s.?00:i OMB) Page 1 of 2
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FISCAL NOTE #2

STATE OF ALASKA B1LL NO. CSSB 272(FIN)
2004 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Travel: In-state and out-of-state travel to verify establishments have licenses and to examine licensed 
establishments

Contractual: Hearings for applicants who file formal complaints regarding the denial of applications or 
revocation of a license ($35.0), rent ($1,2), and miscellaneous contractual expenses for two new 
employees (S2.5)

Supplies: Miscellaneous contractual expenses for two new employees (S2.5)

Equipment: Computer equipment for new staff ($4.0)

Change in Revenues. The total revenue for the first year would be an estimated $94.5.

The division anticipates an increase in revenues (Receipt Sup orted Services/RSS) as a result of 
collecting new licensing fees required by this legislation. This estimate is based on the assumption that 
there are 20 establishments who will each pay $3.0 for a biennial license which equates to S60.0 in 
revenues on an annual basis in FY05. We estimate that the number of establishments 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 S1.125 per examination. This is based on the assumption that each examination would 
require an average of 15 examination hours at a cost of S75 per hour. The division estimates that the 
cost of travel to be reimbursed will be S12.0.
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9 FISCAL NOTE til

STATE OF ALASKA BILL NO. CSSB 272(FIN)
2004 LEGISLATIVE SESSION

ANA LYS IS  CONTINUAT ION

Travel: In-state and out-of-state travel to verify establishments have licenses and to examine licensed 
establishments

Contractual: Hearings for applicants who file formal complaints regarding the denial of applications or 
revocation of a license (S35.0), rent (S1.2), and miscellaneous contractual expenses for two new 
employees (S2.5)

Supplies: Miscellaneous contractual expenses for two new employees (S2.5)

Equipment: Computer equipment for new staff (S4.0)

Change in Revenues: The total revenue for the first year would be an estimated S94.5.

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 are 20 establishments who will each pay S3.0 for a biennial license which equates to $60.0 in 
revenues on an annual basis in FY05. We estimate that the number of establishments 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 $1,125 per examination. This is based on the assumption that each examination would 
require an average of 15 examination hours at a cost of S75 per hour. The division estimates that the 
cost of travel to be reimbursed will be $12.0.
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Senator 
John J. Cowdery

Anchorage

Committees 
Chair; Rules 
Chair: Transportation 
Chair: World Trade & 

State/Federal Relations 
Legislative Council 
State Affairs

^ e n a tt

lanuary - May:
Stale Capitol, Suite 101 

Juneau, Alaska 99801-1182 

Tel: 907-46S-3879 
Toll Free: 888-269-3879 

Fax: 907-465-2069

May - December:
716 W. 4th Avenue 

Anchorage, Alaska 99501 

Tel: 907-269-0222 
Fax: 907-269-0223

Senator _John_Cowdery@legts. state, ak. us

SPONSOR STATEMENT FOR SB 272
“An A c t re lating to certain m onetary advances in v/hich the deposit o r o ther 
negotiation o f  certain instrum ents to pay the advances is delayed un til a la ter 
d a te . . . "

The deferred deposit advance industry, recognizing consumer demand for 
small, short-term credit, has rap id ly expanded across the United States. Thirty- 
nine states and the District o f Columbia specifically regulate this service; 

Alaska is currently unregulated.

The purpose of SB 272 is to regulate deferred deposit/payroll advance businesses in 
two ways. One is consumer protection -  requiring reasonable fees and preventing 
predatory lending tactics. The second is to protect deferred deposit/payroll 
advance businesses from unreasonable regulatory burdens.
SB 272 proposes licensing and record-keeping requirements, limits on terms and the 
number of allowable renewals, fees, and reasonable limits on the amount of the 
advances. It would provide the consumer detailed information about the type of 
service and require full disclosure for a ll fees and costs incurred during the advance 
process.
Additionally, provisions o f the b ill create a next day "change o f mind" provision 
allowing the consumer time to reconsider their decision for any reason. Also 
included is a requirement that the borrow er be offered a repayment installment 
plan.

Additionally, SB 272 clearly states that businesses may not threaten customers with 
criminal action as a result of a payment deficit.
I urge your support for this legislation.

5 - 1-2004
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A l a s k a  S t a t e  L e g i s l a t u r e  

S e n a t e  D i s t r i c t  O
Interim:
716 West 4tn Ave.

Session: 
state Capitol Building 

Juneau, AK 99801 
Phone: 907-465-3879 

Fax: 907-465-2069 
Toll Free: 1-888-269-3879

Anchorage, a k  99501 
Phone: 907-269-0222 
Fax: 907-269-0223
Toll Free: 1-888-269-3879

John J. Cowdery
Senate Rules, Chair 

Senate Transportation Committee, Chair 
World Trade State & Federal Relations, Chair 

State Affairs, Legislative Council

Differences between the original bill (SB 272) and CS  
(version LS1516\Q)

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 will be subject to closer scrutiny by Division of 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 of 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 ANY KIND (original bill allowed for 
additional interest).

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

9. Language referring to $25 NSF fee was changed to reflect possible 
changes in that amount, for example to $30. So, new language refers to: 
"NSF fee allowed (by law)"

RFS 5/3/2004 10.00 AM



LEGAL SER V ICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th S !„ Rm. 329

M E M O R A N D U M April 19, 2004

SU B JEC T:

TO:

FR O M :

Sectional summary of CSSB 272( ) relating to certain monetary
advances (Work Order No. 23-LSJ5l6 \Q )

Senator John Cowderv 
Attn: Richard

&Theresa L. Bannister 
Legislative Counsel

You have requested a sectional summary of the above-described bill. As a preliminary 
matter, note that a sectional summary of a bill should not be considered an authoritative 
interpretation of the bill and the bill itself is the best statement of its contents.

Section 1. Adds licensees under the new chapter to the list of persons who are not 
covered by the authority of the Department of Community and Economic Development 
to authorize state financial institutions to exercise the powers of, or be subject to the 
limitations of, a federally chartered financial institution.

Section 2. Adds deferred deposit licensees to the definition of "financial institu,:on" for 
the administration chapter of title on banks and financial institutions.

Section 3. Establishes a new chapter relating to deferred deposit advances.

Sec. 06.50.010. Requires a license for engaging in the business of making or offering 
deferred deposit advances.

Sec. 06.50.020. Lists the qualifications for a license.

Sec. 06.50.030. Requires an application for a license to be written, under oath, and on the 
Department's form, and identifies what it must include. Requires submission of an 
application fee and me bond required by see. 06.50.040.

Sec. 06.50.040. Requires a bond. Sets the amount. Indicates what it must state 
regarding the obligation of the obligor. Requires the bond to remain in effect for three 
years after denial of a renewal of a license, or after the expiration of a license. Allows the 
department to require additional bonding if the filed bond is unsatisfactory.



Sec. 06.50.050. Directs the department to investigate the applicant and to issue the 
license if it finds the applicant satisfies the qualifications.

Sec. 06.50.060. Makes the requirements of certain statutes conditions precedent to the 
license.

Sec. 06.50.070. Slates that a license is valid for two calendar years.

Sec. 06.50.080. Indicates when and how' a license is renewed.

Sec. 06.50.090. Requires the department to notify an applicant w'ho is not qualified for a 
license or a license renewal. Allows for review of the denial under the Administrative 
Procedure Act. Requires a licensee to return a license to the department after the licensee 
receives notice that the denial of a renewal u'as upheld. When a license renewal is 
denied, or a license is surrendered, suspended, or revoked, subjects a licensee’s accounts 
to this chapter until paid in full.

Sec. 06.50.200. Generally prohibits the transfer of a license, except to a new location.

Sec. 06.50.210. Requires the prior written approval of the department for a change in
control of the licensee.

Sec. 06.50.220. Requires a licensee to notify the department before a proposed change in 
the business location or name.

Sec. 06.50.230. Allows a licensee to conduct other business at the licensed location 
except to evade or violate the chapter.

Sec. 06.50.300. Allows the department to suspend or revoke a license under certain 
conditions.

Sec. 06.50.310. Requires a licensee to file an annual report with the department. Lists 
what the report must include. Requires a licensee to file a report w'hen certain events 
occur. Indicates that the department may consider one of the events to constitute grounds 
for suspension or revocation of a license.

See. 06.50.320, Requires a licensee to maintain its records at the location for which the 
licensee has the license. Establishes certain criteria for the records. Allows the 
department access to the records. Requires the licensee to retain advance records for two 
years after the last entry on the advance. Requires a licensee to retain advance records 
for at least two years after judgment in or settlement of a court action on the advance.

Sec. 06.50.330. Directs the department to examine the records of a licensee. Allows the 
department to examine a licensee’s advances, business transactions, and records. 
Requires the licensee to provide the department with access to the licensee’s offices,

Senator John Cowdery
April 19, 2004
Page 2



places of business, and records. Requires a licensee to pay for an hourly examination 
rate. Gives the department certain other investigative powers. Allows the department to 
apply to the superior court to compel compliance with a subpoena or to compel 
testimony.

Sec. 06.50.400. Establishes certain requirements for advances, including a written signed 
agreement, a form approved by the department, certain disclosures, and prohibition of a 
particular waiver.

Sec. 06.50.410. Sets a maximum amount that a licensee rray  advance to one recipient at 
one time

Sec. 06.50.420. Prohibits a licensee from inducing or permitting a recipient to divide 
advance amounts or to become indebted for more than one advance at one time in order 
to obtain more origination fees.

Sec. 06.50.430. Prohibits a licensee from acceptin'1 collateral or services as security or 
payment for an advance.

Sec. 06.50.440. Sets the minimum length of an advance.

Sec. 06.50.450. Prohibits a licensee from making an advance to someone acting on 
another’s behalf.

Sec. 06.50.460. Establishes the fees that a licensee may charge. Stales that these fees arc 
consideied earned at the lime of the advance and may not be prorated. Prohibits a fee to 
access the advance money.

Sec. 06.50.470. Sets the minimum term of an advance renewal. Prohibits renewing an 
advance more titan two eonsecuti.e times. Prohibits i renewal fee from being greater 
than the fee under (a) of the section.

Sec. 06.50.480. Permits a recipient to rescind an advance wWiout cause. Sets the 
conditions for the rescission.

See. 06.50.490. Prohibits requiring a recipient to agree to mandatory arbitration.

Sec. 06.50.500. Requires a licensee to post a notice in each business location that 
discloses the licensee’s fees. Establishes some criteria for the notice.

Sec. 06.50.510. Requires a licensee to provide a disclosure itatcmcnt befotc disbursing 
funds. States what the disclosure must contain.

Sec. 06.50.520. Indicates how a licensee may pay the advance amount to the recipient.

Senator John Cowdery
April 19, 2004
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Sec. 06.50.530. Indicates how' a recipient may repay an advance. Slates when the 
advance is paid in full. Prohibits a licensee from accepting payment from the proceeds o f  
another advance by the same licensee.

Sec. 06.50.540. Sets the conditions for a licensee collecting certain fees when a 
recipient's payment is returned unpaid.

Sec. 06.50.550. When a recipient defaults, requires a licensee to take certain steps before 
assigning the payment obligation for collection and before initiating a court action. 
Ailows a licensee to initiate a court action to recover damages and costs allowed under 
AS 09.68.115 if the licensee satisfies with certain conditions. Sets a maximum on the 
damages and costs that may be recovered.

Sec. 06.50.560. Prohibits a licensee from threatening a recipient with cm  anal action as a 
result of the recipient’s default.

Sec. 06.50.600. Authorizes the department to adopt regulations lor the chapter.

Sec. 06.50.610. Limits the application of the chapter if it is preempted by or conflicts 
with federal law. States that this chapter governs if it conflicts with another state law\

Sec. 34 "0.900. Defines terms for the chapter.

Section 4. Adds the department's licensing and regulation of persons making advances to 
the administrative adjudication portion of the Administrative Procedure Act.

Section 5. Establishes some transitional provisions for the new chapter to cover current 
persons who are in the business c. making advances.

Section 6. Establishes some transi.ional provisions for the department to start adopting 
regulations for the new chapter.

Section 7. Gives sec. 6 an immediate effective date.

Section 8. Gives secs. 1 • 5 an effective date.

1: . »•;' further assistance, please advise.

TLB: me d 
04-424. mcd

Senator John Cowdery
April 19, 2004
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Facts and Fiction

Some consumer groups have fought the growth of the Deferred Deposit industry across the 
country calling us predatory lenders who prey on the poor and uneducated, charge ridiculous 
rates, and cause people to sink into a cycle of debt. The following is a response to that concern.

Fiction: Deferred Deposit/Payday Advance companies prey on poor, uneducated or older 
consumers.

Fact: D eferred D eposit customers represent the heart o f  the w orking m iddle class.

■ Majority has income between $25K and $50K

■ 72% are under 45 years old; only 2% are over 65, compared to 20% of the 
population

■ 85% have a high school diploma or better, with 55% having seme college or a 
degree

■ 34% own their own homes

■ 100% have a steady income and an active checking account (required for 
advances)



Facts and Fiction
Fiction: They charge outrageous rates.

Fact: Deferred D eposit A dvance fees typically cost less than other alternatives.

■ Bank/merchant fees on a bounced check can cost 2 times that of a $100 advance

■ APR’s are often lower than customer’s alternatives (on same 2 week term)

► $100 payday advance w ith $15 fee =  365% APR
► $100 bounced check w ith $47 N SF/m erchant fees =  564% APR
► $100 utility bill w ith $50 late/reconnect fees = 564% A PR
► $100 credit card balance w ith $29 late fee = 348% APR

Fiction: They force customers into a cycle of debt.

Fact: M ost customers use D eferred D eposit A dvances responsibly and m oderately.

■ It’s a closed-end, short-term transaction with a one-time flat fee. No revolving 
debt and no additional fees or accruing interest if not paid when due

■ 66% use Advances to wOver unexpected expenses/temporary reduction in income

■ 34% use it for planned expenses or other discretionary uses

■ 60% either don’t renew over a 12 month period or renew only 1-4 times

■ Research and regulators confirm more than 70% use the service about once a 
month or less.
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Facts and Fiction
Fiction: They take advantage of unsuspecting customers.

Fact: D eferred D eposit A dvance customers m ake informed decisions and receive
consum er protections under law.

■ Millions choose Deferred Deposit Advances as a dignified, discreet solution for 
temporary cash flow problems without asking family for money

■ 70% choose them for reasons of convenience (quick, easy, & fast approval)

■ 96% are aware of the charges and 78% recalled it being disclosed as an APR

■ 92% believe it is a useful service, only 12% were dissatisfied w/their last advance

■ 35 States and the D.C. provide balanced, responsible regulation of Deferred 
Deposit Advances, most of them also providing the following:

► 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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The Growth of Internet Deferred Deposit Advances
■ A 2000 survey commissioned by FiSCA found over 50 separate websites offering 

payroll/Deferred Deposit advances. Today a Google search for “Payday Loans Online” 
will bring up 775,000 websites.

■ Internet fee rates range ifom 15% to as high as 35%; median rate is 25% per $100

■ Most sites offered loans of up to $500; a few sites offering up to $1000

■ Many online lenders are based in California, Delaware or offshore locations such as Costa 
Rica

■ Limited customer service; over 30% of the sites fail to provide a phone number for 
customer service support.
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How a Deferred Deposit Works
A Deferred Deposit Advance provides a small, unsecured, short-term cash advance until payday. 
Custom ers chose D eferred D eposit A dvances to cover small expenses and avoid costly 
bounced-check or late paym ent penalties and other less desirable short-term credit option.

■ 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.

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

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

■ 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.

■ 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

B usinesses offering D eferred D eposit service take a risk that traditional financial
institutions are unw illing 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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STATE LAW GOVERNING DEFERRED DEPOSIT 
SERVICES/PAYDAY ADVANCE

STATES

Deferred 
Deposit 
Available 
under Law

Perm itted Fees Perm itted Period
Max. 

Am oun t o f 
Check

A labam a Yes
1 7 .5%  o f th e  am oun t 
advan ced

min. o i 1 0  d ay s and m ax . or 
31 d ay s $500

Arizona Yes 15%  o f th e  c h e c k min. o f 5 d ay s $500

A rkansas Yes
10%  o f th e  c h e c k + $ 1 0  
ch a rg e  + $ 5  fe e  on 1 s t 
tran sa c tion

m in. o f  6  d ay s and m ax . o f  31 
days $400

Californ ia Yes 1 5%  o f th e  c h e c k •max o f 3 0  days $300

Colorado Yes
2 0 %  o f th e  1 s t  $ 3 0 0  - 7 .5%  
on am t g re a te r  than  $ 3 0 0 m ax . o f  4 0  days $500

D e law are Yes ra te  de te rm in ed  by p a rt ie s m ax . o f  6 0  days $500

DC Yes s c a le  o f fe e s m ax . o f  31 days $1,000

Florida Yes
10%  o f  a d v an ce  + $ 5  
verifica tion  fe e

m in. o f  7  d ay s and m ax . o f  31 
days $500

H aw a ii Yes 1 5%  o f th e  c h e c k m ax . o f  3 2  days $600

Idaho Yes ra te  de te rm in ed  by pa rtie s term  de te rm ined  by pa rtie s $1,000

Illino is Yes N/A m ax o f 3 0  days $400

Indiana Yes
15%  o f th e  c h e c k  on  th e  1 s t  
$ 1 0 0 ; 1 0%  ov e r  $ 1 0 0 ; fe e  
can n o t e x c e e d  $ 3 5

m in. o f 1 4  days $400

Iow a Yes
15%  o f th e  c h e c k  on  1 s t  
$ 1 0 0 ; 1 0%  on su b se q u en t  
$ 1 0 0  in crem en ts

m ax . o f 31 days $ 5 0 0

K ansas Yes s c a le  o f  fe e s m ax . o f  3 0  days $860

K en tu ck y Yes
$ 1 5  per $ 1 0 0  on fa c e  am t o f 
c h e c k

m in. o f  1 4  d ay s and m ax . o f 
6 0  days $500

Lou is iana Yes 1 6 .7 5%  o f th e  c h e c k m ax . o f 3 0  days $350

M ich igan Yes * n/a n/a n/a

M inneso ta Yes s c a le  o f fe e s m ax . o f 3 0  days $350

Mississippi Yes 18%  o f th e  c h e c k m ax . o f  3 0  days $400

M issouri Yes
no lim it, bu t to ta l fe e s , inc 
ro llove rs , c a n 't  e x c e e d  7 5%  
o f loan

min. o f 14 days and m ax . o f 
31 days $500

M ontana Yes
can n o t e x c e e d  2 5 %  of 
am oun t ad v an ced m ax . o f 31 days $300

N ebraska Yes
$ 1 5  pe r $ 1 0 0  on fa c e  am t o f 
c h e c k m ax . o f 31 days $500



N e va d a Y e s ra te  de term ined  by p a rtie s te rm  d e te rm in ed  by p a rt ie s 1/3 of 
bo rrow er ’s

N ew  Hampshire Y e s

ra te  de te rm ined  by p a rt ie s , 
how ever, a fte r in itial te rm  
o f loan  in te res t c a n 't  be  > 
6%  pe r vr.

m in . o f  7  d ay s and  m ax . o f  3 0  
day s $ 5 0 0

N e w  M ex ico Y e s  * ra te  de te rm ined  by p a rtie s te rm  d e te rm in ed  by p a rtie s $ 2 , 5 0 0

N. D ako ta Y e s 2 0%  o f  am oun t borrow ed m ax . o f  4 5  d a y s  inc ro llove r  
period $ 5 0 0

Ohio Y e s $ 5  per $ 5 0  + 5%  pe r m onth c a n n o t e x c e e d  6  m on ths $ 5 0 0

O klahom a Y e s
$ 1 5%  o f th e  1 s t $ 3 0 0  + 1 0%  
on am oun t g re a te r  than  
$ 3 0 0

m in. o f  1 3  d ay s  and m ax . o f  
4 5  d a y s $ 5 0 0

Oregon Y e s
ra te  o f lean de te rm ined  by 
pa rtie s m ax . o f  6 0  d ay s $ 5 0 , 0 0 0

Rhode Island Y e s
10%  o f  th e  c h e c k  o r $ 5 , 
w h ich ev e r Is g rea te r fixed  te rm  o f  1 4  days $ 3 0 0

S. Caro lina Y e s 1 5%  o f  th e  c h e c k m ax . o f  31 d ay s $ 3 0 0

S. D ako ta Y e s  * ra te  de te rm in ed  by p a rtie s te rm  d e te rm in ed  by p a rtie s N /A

Tennessee Y e s
15%  o f  c h e c k  o r  $ 3 0 , 
w h ich ev e r is le s s e r m ax  o f  31 d ay s $ 5 0 0

T e x a s Y e s s c a le  o f  fe e s no le s s  than  7  days N /A  |

U tah Y e s ra te  d e te rm in ed  by p a rtie s te rm  d e te rm in ed  by p a rt ie s N /A

V irg in ia Y e s 1 5%  o f ad v an ce  am t m in. o f  7  d ay s $ 5 0 0

W ash ing ton Y e s
1 5%  o f th e  prin cipa l on first 
$ 5 0 0  b o rrow ed ; 1 0%  on 
am oun t o f $ 5 0 0

m ax . o f  4 5  d ay s $ 7 0 0

W iscons in Y e s  * ra te  d e te rm in ed  by p a rtie s te rm  de te rm in ed  by p a rt ie s $ 2 5 , 0 0 0

W yom ing Y e s
$ 3 0  o r  2 0%  per m o . on th e  
prin cip a l b a lan ce  o f c h e c k on e  c a le n d a r  m onth no s ta tu to ry

ca p

A l a 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 i n .  o f  1 5  d a y s $ 1 , 0 0 0

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

* Slates regulated by Small Loan Acts or Dept of Commerce 
Data current as of 10/03 per Financial Services of Ameiica (FiSCA)



272 - Tim Kelly & Associates 
(907)244-4487

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).

Payroll Advance Loans Can Prevent Bigger Problems
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. A lthough I am not personally aware o f  any payday lending nightmares 
such as he mentions in his article, I've read o f  sim ilar situations that have occurred 
Outside prior to regulation. Currently 3S 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 w ould limit rollovers to ju s t two, fees would be held to a reasonable 
limit, and payday lending would be in line w ith 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 12 m onths, below the national average.

M ost o f  us have bounced a check at one tim e or another and are aware that the average 
Alask in NSF bank charge is $18 with an additional merchant charge o f  $25. Not only is 
the $30 fee for a $200 advance, as mentioned in the Compass article, a good financial 
alternative to paying the totai o f $43 N SF charges occurring from ju st 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 S29; and late payment on a 
utility bill could result in a temporary loss o f serv ice, a late fee, and new hook-up charges. 
For m ost people facing a temporary cash shortage, a payday advance is die 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. A lthough mos» payday advance customers have 
credit cards, they are often maxxed out. In A laska and across the country', m ost 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 o f 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 rase and in w riting by the Division o f  Banking and 
Securities. The industry could continue to operate legally regardless o f w hether a law 
passes this year or not. Isn’t it better that A laska, like other states, enact these consumer 
protections and regulate the industry rather than continue to allow unsupcrviscd lending?



By passing the recently amended CSHB389 and regulating the payday lending industry’, 
consum ers w ill 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 w on’t 
find that the only alternative for short term cash m ight be an Internet site operating from 
O utside and charging up to $60 for a $200 loan. They will have the choice o f  an efficient 
financial service, employing Alaskans locally, under the supervision o f the Alaska 
D ivision o f  Banking and Securities.
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FISCAL NOTE
STA TE OF A LASKA
2004 L E G IS LA T IV E  SESSION

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

Sponsor
Requester

(Payday Loans)
Senate Rules

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

Dept. Affected___________
_RDU Banking, Securities & Corporations (115)

Component Banking. Securities & Corporations

REPORTED OUT

APR 2 8 2004

SENATE FINANCE 
COMMITEE

CSSB 272 (FIN)

DCED

Senate Finance

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

Component No. 

(Thousands of Dollars)

1233

OPERATING EXPENDITURES FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010
Personal Services 78.0 78.0 78.0 78.0 78.0 78.0
Travel 12.0 12.0 12.0 12.0 12.0 12.0
Contractual 35.0 45.0 50.0 55.0 65.0 70.0
Supplies 1.5 1.5 1.5 1.5 1.5 1.5
Equipment 4.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 130.5 136.5 141.5 146,5 156.5 161.5

CAPITAL EXPENDITURES | | (

CHANGE IN REVENUES (1156) 94.5 52.5 119.3 84.0 150.8 115.5

FUND SOURCE_______________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
. 1156 Increase in Revenues (RSS) 130 5 136.5 141.5 146.5 156.5 161.5

TOTAL 130.5 136.5 141.5 146.5 156.5 161.5

Estimate of any current year (FY2004) cost: 0.0
Chock this box (X) If funding for this bill Is Includod in the Governor's FY 2005 budgot proposal: 
POSITIONS
Full-time
Part-time
Temporary

2
0
0

ANALYSIS: (Attach a separate page if necessary)

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' j  needed to 
implement these provisions.

Personal Services: One Financial Institution Examiner I working 3/4 time (S46.3) and one Administrative 
Clerk III working 3/4 time ($31.7) will conduct examinations of the new licensees. Regulation of these new 
licensees is expected to generate a significant number of consumer complaints and inquiries which will 
necessitate the need for a new clerk.

Prepared by: Mark Davis. Director________________________________________  Phone (907) 465-2521
Division Banking. Securities & Corporations___________________________  Date/Time 4/28/04 6 29 PM

Approved by: Edgar Blatchford, Commissioner____________________________________ Date 4/28/2004______
Agency Department of Community & Economic Development___________
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FISCA L NOTE

ANALYSIS CONTINUATION

Travel: In-slate and out-of-state travel to verify establishments have licenses and to examine licensed 
establishments

Contractual: Hearings for applicants who file formal complaints regarding the denial of applications or 
revocation of a license ($35.0), rent ($1.2), and miscellaneous contractual expenses for two new 
employees ($2.5)

Supplies: Miscellaneous contractual expenses for two new employees ($2.5)

Equipment: Computer equipment for new staff ($4.0)

Change in Revenues: The total revenue for the first year would be an estimated $94.5.

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 are 20 establishments who will each pay $3.0 for a biennial license which equates to $60.0 in 
revenues on an annual basis in FY05. We estimate that the number of establishments 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 51.125 per examination. This is based on the assumption that each examination would 
require an average of 15 examination hours at a cost of 575 per hour. The division estimates that the 
cost of travel to be reimbursed will be $12.0.

STATE OF ALASKA BILL NO. CSSB 272(FIN)
2004 LEGISLATIVE SESSION

Page 2 of 2
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CS FOR SENATE BILL NO. 272(FIN)

IN TH E LEGISLATURE OF THE STATE OF ALASKA 

TW ENTY-THIRD  LEGISLATURE - SECOND SESSION

DY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to certain monetary advances in which the deposit or other negotiation 

of checks to pay the advances is delayed until a later date; and providing for an effective 

date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

(a) N otw ithstanding other provisions o f  this title, the department may by order 

authorize state financial institutions, except licensees subject to AS 06.20., [OR] 

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

to any o f the lim itations imposed upon, a federally chartered financial institution doing 

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

the department finds that the exercise o f  the pow er or imposition o f the limitation both

(1) serves the public convenience and advantage; and

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

financial institutions and federally chartered financial institutions.

23-LS1516YV
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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 com pany, small loan 

company, bank holding company, financial holding company, trust companyj [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.

Article 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  m aking 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 for 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 ' 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 o f 

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 i f  10 percent or more o f  the

CSSIt 272(FIN) >2-
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equity o f  the applicant; and

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

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

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

dishonesty;

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

breach o f  a fiduciary duty; or

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

adm inistrative act by an agency or a departm ent o f  the United States or

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

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

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

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

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

AS 10.06.218, have a certificate o f authority under AS l ’j.06.705, have a copy o f 

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 requirem ents in (a) o f this section are continuing in nature and may be 

reviewed periodically by the department.

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

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

include at least

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

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

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

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

named in tin  application; and

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

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 o f  the equity o f  the
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New Text Underlined [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11
12

13

14

15

16

17

18

19

20
21

22
23

24

25

26

27

28

29

30

31

23-LS1516W

applicant.

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

AS 06!50.040 and a nonrefundable application fee in an amount that is established bv

the department by regulation and that does not exceed $3,000. 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 o f $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 w ith more than 

one location.

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

person who may have a cause o f  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 o f 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 departm ent may require the licensee to 

file, within 10 days after the receipt o f  a written dem and, 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.

See. 06.50.050. Investigation by department. Within 60 days after an 

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

department shall investigate whether the applicant satisfies the qualifications o f

CSS» 272(FIN) *4-
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AS 06.50.020(a). I f  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.

See. 06.50.060. Conditions precedent to license. The requirem ents o f 

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.

See. 06.50.080. Renewal of license. A license issued under this chapter shall 

be renewed on or before the date set by the department by subm itting to the 

departm ent 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 $3,000.

See. 06.50.090. Denial o f license or renewal, (a) If  the department 

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

the departm ent shall notify the applicant in writing within 20 days that the application 

has been denied and state the basis for the denial.

(b) The decision o f the departm ent 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 o f 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 o f 

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 o f  the notification.

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

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

-5- CSSB 272(FIN)
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Article 2. Licensee Transfer, Assignment, Control, and Change.

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

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

licensee's license.

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

departm ent is required for the continued operation o f  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 iO determ ine whether a 

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

shall pay all reasonable expenses incurred by the departm ent to investigate and 

approve or deny the change in control.

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

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

business location or name, and shall provide the departm ent with the information 

described in AS 06.50.030(a).

Sec. 06.50.230. Conduct of other business. A licensee m ay 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 Superv ision.

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

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

department finds that

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

required bond in effect, or failed ' j  comply with a dem and, ruling, or requirement o f 

the department made under this chapter;

(2) the licensee has violated a provision o f  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 o f the 

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

the issuance o f  the license.

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

CSSB 272(F1N) -6-
New Text: Underlined [DELETED TEXT BRACKETED]



1

2

3

4

5

6

7

8

9

10

11
12

13

14

15

16

17

18

19

20
21

22
23

24

25

26

27

28

29

30

31

23-LS1516YV

location applies generally to all locations operated by the licensee, the department may 

suspend or revoke all licenses issued to the licensee.

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

year, a licensee shall file with the department' a com posite 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 m ust include

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

licensee;

(2) the total number o f individual customers who received advances;

(3) the minimum, maximum, and average am ount o f  advances;

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

(5) the average number o f 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 paid by advance

recipients;

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

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

the calendar year;

(10) the total number o f outstanding advances as o f  the last day o f the 

calendar year; and

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

conduct its review.

(c) Within 15 days after the occurrence o f  any o f  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:

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

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

licensee by a slate or other governmental authority;
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(3) a felony indictment or felony conviction o f  the licensee and, if  the 

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

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

(4) other events that the departm ent 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) o f  this 

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

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

this chapter at the location for which the licensee has a license. The records must 

conform to generally accepted accounting principles and practices in a m anner that 

will enable the department to determine w hether the licensee is complying with the 

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

records o f  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 o f an advance that is the subject o f  a court 

action for at least two years after a judgm ent or settlem ent o f  the court action.

See. 06.50.330. Examinations and investigations, (a) The departm ent shall 

examine the business records o f  a licensee at intervals the department considers 

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

securing information lawfully required, the departm ent may, at any time, investigate 

the advances, business transactions, and records o f  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. W ithin 30 days after the department requests 

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

an hour for each examiner.

(b) For the purposes o f this section, the department may adm inister oaths or 

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

witnesses, compel the attendance o f witnesses, take evidence, and require the 

production o f  material that is relevant to the investigation, including the existence,
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description, nature, custody, condition, and location o f  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 

departm ent m ay apply to the superior court for an order compelling compliance.

Article 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 011 a form approved by 

the departm ent.

(b) The agreement m ust clearly and conspicuously disclose

(1) the name o f  the licensee;

(2) the date o f  the advance;

(3) the principal amount o f  the advance;

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

AS 06.50.460(a) as a condition o f  m aking 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 o f  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) o f 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 w ith more than one location, may not make advances to an advance recipient

-9- CSSB 272(I*IN)
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that exceed $500 outstanding in advances to the recipient at one time.

See. 06.50.420. Prohibition on dividing advance amount or increasing 

number of advances. A licensee may not induce or perm it an advance recipient to 

divide the amount o f 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).

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

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

Sec. 06.50.440. Duration of advances. The minim um  duration o f an advance 

is 14 days.

Sec. 06.50.450. Prohibition on advances on behalf of another. A licensee 

may not make an advance to a person who purports to be acting on behalf o f  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

(1) a nonrcfundable origination fee in an am ount not to exceed $5; and

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

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

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

this section.

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

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 <>r advance, (a) The minimum term o f a renewal o f 

an advance is 14 days.

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

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

full.

(c) A licensee may not renew an advance lor fees greater than the fees under

23-LS15I6W
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AS 06.50.460(a).

See. 06.50.480. Rescission. A person who receives an advance m ay rescind 

an advance without cause and without cost, except for the nonrefundable origin.-, ion 

fee, at any time before the close o f 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.

See. 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 am ount, 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 

the 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 nofice m ust 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 statem ent 

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

This disclosure statement m ust 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.

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

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

term, financial needs;

(2) include an explanation o f  all fees for advances and renew als o f

advances;

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

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

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

licensee may sue the recipient and recover up to $700 over the amount o f the paym ent
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and, if  tlie paym ent is a check, recover as permitted under AS 06.50.550(b);

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

calls regarding custom er 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 o f business on the business day following 

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

am ount o f  the advance to the licensee in cash or other im mediately 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) if  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 departm ent 

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 the advance recipient's account.

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

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

subsection, "another form o f payment" includes coupons, merchandise, sendees, or 

chattel o f  any kind.

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

may repay an advance
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