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S U M M A R Y

It b e c o m e s  o b v i o u s  after l o o k i n g  at the d e t a i l e d  

a n a l y s i s  of the e n e r g y  l o a n  p r o g r a m s ,  th at the m a j o r i t y  

of the loans t h a t  h a v e  b e e n  m a d e  are for w o o d s t o v e s ,  

f i rep laces, h e a t  p u m p s  etc. T h e  e n e r g y  loan p r o g r a m s  

are b a s i c a l l y  a h o m e  i m p r o v e m e n t  p r o g r a m  u n d e r  the t i t l e  

of e n e r g y  c o n s e r v a t i o n  and a l t e r n a t i v e  t e chnol ogy. M o s t  

of thes e loans h a v e  b e e n  m a d e  in a r e a s  w h e r e  the c o s t  of 

w o o d  for f u e l  is h i g h e r  than o t h e r  a v a i l a b l e  s o u r c e s  o f  

energy. It m a k e s  sense to c h a n g e  the p r o g r a m  to a h o m e  

i m p r o v e m e n t  l o a n  p r o g r a m  a n d  let the b o r r o w e r  m a k e  the 

i m p r o v e m e n t s  he w i s h e s  w h e t h e r  it b e  a n e w  fireplace, 

w o o d s t o v e ,  r e m o d e l i n g  or an a d d i t i o n  to his home. By 

o f f e r i n g  a r e d u c e d  i n t e r e s t  r a t e  for e n e r g y  c o n s e r v a t i o n  

p r o j ects, the b o r r o w e r  has an i n c e n t i v e  to h a v e  an a u d i t  

p e r f o r m e d  a n d  do t h o s e  things w h i c h  w i l l  save on e n e r g y  

cost. The r e d u c e d  i n t e r e s t  r a t e  m o r e  than o f f s e t s  the 

cost o f  h a v i n g  an au dit perfo rmed.

T h e  s a v i n g s  b y  c o n s o l i d a t i n g  these p r o g r a m s  is 

a p p r o x i m a t e l y  $5 mi llion.



T h e  A l t e r n a t i v e  T e c h n o l o g y  a n d  E n e r g y  Dov o l v i n g  L o a n  

Fund; the R e s i d e n t i a l  E n e r g y  C o n s e r v a t i o n  Fund; the C h i l d  

C a r e  F a c i l i t y  R e v o l v i n g  L o a n  Fund; the R e s i d e n t i a l  C a r e  

F a c i l i t y  R e v o l v i n g  L o a n  Fund; and e n e r g y  c o n s e r v a t i o n  g r a n t s  

w i l l  all b e  r e p l a c e d  b y  a H o m e  I m p r o v e m e n t  and E n e r g y  C o n­

se r v a t i o n  R e v o l v i n g  L o a n  Fund. T h e  e n e r g y  a u dits t h a t  are 

n o w  p r o v i d e d  m o s t l y  at stat e e x p e n s e  w i l l  be s h i f t e d  to the 

p r i v a t e  sector. The N o n - C o n f o r m i n g  H o u s i n g  L o a n  p r o g r a m  w i l l  

be m o v e d  f r o m  the D e p a r t m e n t  o f  C o m m u n i t y  and R e g i o n a l  A f f a i r s  

to the D e p a r t m e n t  of C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .  T h e  

W o r l d  W a r  II V e t e r a n s  F u n d  w i l l  be o p e n e d  to q u a l i f i e d  v e t e r a n s  

for H o m e  I m p r o v e m e n t  a n d  E n e r g y  C o n s e r v a t i o n  l o a n s . T h e  c o n­

so l i d a t i o n  of these p r o g r a m s  into one a g e n c y  w i l l  e l i m i n a t e  

d u p l i c a t i o n  at s u b s t a n t i a l  sav ings to the state.

A  c o n s o l i d a t e d  o f f i c e  w i l l  be l o c a t e d  in A n c h o r a g e ,

F a i r b a n k s ,  Juneau, Nome, B e t h e l , K o t z e b u e  and D i l l i n g h a m  i n s t e a d  

of the two or three o f f i c e s  w e  n o w  have at some o f  t h e s e  l ocation s. 

A  t o l l - f r e e  t e l e p h o n e  n u m b e r  w i l l  be a v a i l a b l e  to r e s i d e n t s  

statewide . O n e  d i v i s i o n  w i l l  a d m i n i s t e r  (1) the N o n - C o n f o r m i n g  

H o u s i n g  L o a n s  (2) C o m m e r c i a l  F i s h i n g  L o a n s  (3) H i s t o r i c a l  D i s t r i c t  

L o a n s  (4) F i s h e r m a n s  M o r t g a g e  &  N o t e  P r o g r a m  (5) B u l k  F u e l  L o a n s

(6) F i s h e r i e s  E n h a n c e m e n t  L o a n s  (7) M i n i n g  L oans a n d  (8) H o m e  

I m p r o v e m e n t  &  E n e r g y  C o n s e r v a t i o n  Loans.



SUMMARY OF RESTRUCTURED PROGRAM

FY 83 
Gov. Request Proposal

DIVISION OF BUSINESS LOANS 
Operating Budget 
Number of Employees

DIVISION OF ENERGY, OPERATING
(1) Energy Administration
(2) Energy Grants & Assistance
(3) Field Offices 
Number of Employees

DIVISION OF HOUSING ASSISTANCE 
Operating Budget 
Number of Employees

TOTAL OPERATING BUDGET

TOTAL EMPLOYEES

2541.2 
52

858.9 
5901.8
780.9 
24

1129.8
16

11212.6

92

2541.2
52

- 0 -

- 0 -

- 0 -

-0-

1029.8
13

3571.0

65

CAPITAL BUDGET

DIVISION OF ENERGY
Grants & Assistance

DIVISION OF HOUSING ASSISTANCE
Non-Conforming Housing Loans

DIVISION OF BUSINESS LOikNS
Commercial Fishing Loans 
Residential Care Facilities 
Child Care Facilities 
Historical Districts 
Fishermans Mortgage fit Notes 
Bulk Fuel Loans 
Fisheries Enhancement 
Mining
Residential Energy
Alternative Technology
Home Improvement & Energy Construction

TOTAL CAPITAL

14078.5

40500.0

9400.0 
80.0

200 . 0
500.0

1800.0 1000.0
1500.0
1500.0
4500.0
4000.0 

- 0-

106058.5

40500.0

9400.0 
- 0 -  

- 0-

500.0
1800.0
1000.0
1500.0
1500.0 

- 0- 

- 0 -

2500.0

108200.0

SUMMARY

OPERATING BUDGET 

CAPITAL BUDGET 

TOTAL 

SA 1NGS

TOTAL EMPLOYEES

11212.6

106058.5

117271.1

92

3571.0

108200.0

111771.0

55CC.1

65

' addition to the funds appropriated, approximately 3 million 
will be available to qualified Veterans from the existing World 
War II fund.



F o r  F Y  81 a n d  F Y  82, the L e g i s l a t u r e  a p p r o p r i a t e d  a

t o t a l  of $ 3 9 , 3 9 3 , 3 0 0  to the D i v i s i o n  of E n e r g y  a n d  P o w e r  

D e v e l o p m e n t .  9 1 %  or $ 3 5 , 9 6 6 , 0 0 0  of t h e s e  f u n d s  w e r e  

d e s i g n a t e d  for e n e r g y  audits, grants, a s s i s t a n c e  and 

w e a t h e r i z a t i o n .  In a d d i t i o n  to t h e s e  amounts, $ 1 2 , 3 0 0 , 0 0 0  

w a s  a p p r o p r a i t e d  to the D i v i s i o n  of B u s i n e s s  L o a n s  for 

e n e r g y  c o n s e r v a t i o n ;  a n d  a l t e r n a t i v e  e n e r g y  a n d  t e c h n o l o g y  

l o a n s  o v e r  the s a m e  two y e a r  period. This m a d e  a t o t a l  of 

$ 4 8 , 2 6 6 , 0 0 0  a v a i l a b l e  for e n e r g y  c o n s e r v a t i o n  a n d  a l t e r n a t i v e  

t echno l o g y .  F o r  F Y  81 the f o l l o w i n g  w a s  a c c o m p l i s h e d  w i t h  

an a u t h o r i z a t i o n  o f  $ 1 4 ,662,000.

(1) W e a t h e r i z a t i o n  - $ 1 , 5 7 0 , 3 0 0  was spent

(2) u r a n t s  6c A s s i s t a n c e  - $ 4 , 3 5 7 , 2 0 0

(a) 7 , 7 9 5  e n e r g y  a u dits w e r e  performed.
(b) 2 , 0 9 2  g r a n t s  w e r e  m a d e  for a total of $616,796.

A v e r a g e  g r a n t  $ 2 94.8 4

(3) P ^ s i d e n t i a l  E n e r g y  C o n s e r v a t i o n  Loans
179 loans for $ 6 8 3 , 9 4 0  (Average g rant $3,821)

(4) A l t e r n a t i v e  E n e r g y  a n d  T e c h n o l o g y  L o a n s
459 loans for $ 2 , 3 1 2 , 1 7 5  (Average $5,037)

(a) W o o d s t o v e s 17.2 3 7 %
(b' F i r e p l a c e s 52 1 1 %
(c) R e a t p u m p s 13 4%
(d) C o n v e r t  tc E l e c t r i c 53 12%
(e) S o l a r 31 7%
(f) W i n d 13 3%
(g) Coal 35 8%
(h) O t h e r 85 19%

T O T A L  459

(5) L a p s e  to the G e n e r a l  Fund, $ 6 , 5 3 5 , 0 0 0  by the D i v i s i o n  
of E n e r g y  and P o w e r  D e v elopment . T h e s e  funds w e r e  
no c  a v a i l a b l e  to the D i v i s i o n  of B u s i n e s s  L o a n s  for 
loan purposes. A l l  loan funds a v a i l a b l e  to the 
D i v i s i o n  of B u s i n e s s  L oans  w e r e  u s e d  for that purpose.



F o r  F Y  82 the f o l l o w i n g  has b e e n  a c c o m p l i s h e d  in the 

f i r s t  5 m o n t h s  w i t h  an a p p r o p r i a t i o n  of $33,604, 000.

(1) G R A N T S  &  A S S I S T A N C E

(a) 2 1 , 3 7 4  e n e r g y  audits  p e r f o r m e d  - $ 2 , 5 0 5 , 6 0 4
(b) 457 a u d i t o r s  t r a i n e d
(c) 2 ;6 34 g r a n t s  a p p r o v e d  - $775,245

(2) R E S I D E N T I A L  E N E R G Y  C O N S E R V A T I O N  L O A N S  

(a) 238 loans a p p r o v e d  - $90 3,913

(3) A L T E R N A T I V E  E N E R G Y  &  T E C H N O L O ^ f  L O A N S  
4 9 0  l oans for $ 1 , 9 8 7 , 5 2 6

(a) W o o d s t o v e s 339 6 9%
(b) F i r e p l a c e s 6 1%
(c) H e a t  Pump 12 2%
(d) C o n v e r s i o n  to E l e c t r i c 1 -0-
(e) S o l a r 52 11%
(f) W i n d 7 1%
(g) Coal 53 11%
(h) O t h e r 19 4%

A t t a c h e d  is a s u m m a r y  by H o u s e  and S e nate D i s t r i c t s  

that shows w h a t  has b e e n  a c c o m p l i s h e d  t h r o u g h  the r e s i d e n t i a l  

e n e r g y  c o n s e r v a t i o n ;  and a l t e r n a t i v e  e n e r g y  and t e c h n o l o g y  

p r o g r a m s .
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§ 26.10.070 A l a s k a  S t a t u t e s  S u p p l e m e n t  § 26.16.040

Chapter 10. Veterans.
A rticle 2. M iscellaneous Provisions.

Section
70. Record of veterans of the armed forces 

of the United States ,

Sec. 26.10.070. R ecord  o f  veterans o f  the arm ed forces o f  the 
United States, (a) A veterr may record without fee his armed forces 
report o f separation at a rev.. L’s office of "he Department of Natural 
Resources. Each rc-corder’s office shall periodically submit to the 
bureau of vital statistics copies of the repoi ts of separation which it 
records.

(b) The bureau o£ vital statistics shall keep a record from copies of 
reports received under ’-(a) of this section and from information 
voluntarily submitted to the bureau by veterans o f all persons who are 
bona fide residents o f Alaska and who actively served in the A1 ^ska 
Territorial Guard, Alaska National Guard, organized reserve units, 
United States Army, Navy, Air Force, Marine Corps or Coast Guard 
since April 6,1917. The record shail contain the name, age and place 
o f resider. je at the time of entering service, place and date of commis­
sion, enlistment or induction, branch of service, record of service and 
the date, place and nature of discharge. (§ 44-2-2 ACLA 1949; am § 1 
ch 75 SLA 1955; am § 2 ch 35 Sl A 1981)

Cross references. — As to cofies of 
public records for veterans, see AS 
09.7-5.123.

Effect o f amendments. — The 1981 
amendment designated the existing sec 
tion as subsection ,'b) and added subsection 
(a). The amendment, in subsection lb), sub­
stituted "keep" for "compile” preceding "n 
record," added "from copies of reports 
received under (a) of this section and from 
information voluntarily submitted to the 
bureau by veterans" preceding "of ull 
peysonc.” substituted "are" for "were" 
preceding "bona fide residents," deleted

"the territory o f  preceding ’Alaska," 
idded "Alaska Territorial Gunrd, Alaska 
National Guard, orgunized reserve units" 
preceding "United States Army,” added 
"Air Force” following "Navy," substituted 
"Coast Gunrd since" for "between" 
preceding "April,” deleted "and November 
11, 1918” following "April 6, 1917" and 
deleted the former second sentence which 
read "The record shall be kept on file nl the 
office of the bureau and shall be available 
nnd open to the inspection of anyone 
desiring to inspect it."

Chapter 5̂. Veterans Loans.
Section
40. Veterans’ loans
70. Sale or transfer of mortgages nnd 

notes
100— 120. (Repealed!
130. Eligibility for loans

Section 
150. [Repealed!
ICO. Extension of AS 26.15.010 — 

26.15.160 to veterans of Korea and 
Viet Num 

170. (Repealed)

Sec. 26.15.040. Veterans' loans, la) The commissioner of com­
merce and economic development may, under regulations and policies 
adopted by him, make the following loans:

(0

m

0

0

#

EcaraornTfr



« §
§ 26.15.040 M il it a r y  A f f a ir s  a n d  V e t e r a n s  • § 26.15.040

’ r  • i

(1) Personal loans may be made for educational, domestic, remote 
area family housing and other personal purposes, not exceeding 
$10,000. The loans shall be secured by acceptable collateral when 
available but if not available the commissioner may make loans on the 
basis of good character. The rate o. interest may not exceed nine and 
one-half per cent a year on the unpaid balance.

(2) Repealed by § 77 ch 106 3LA 1980.
(3) Business loans not exceeding $125,000 may be made to acquire, 

finance or refinance or equip businesses including mining and fishing 
but not including farming, if the lo: n ap,~'<aant has had three or more 
years of general business experier e. 7 .ie loans shall be secured by 
acceptable collateral and may not exceed 75 per cent of the appraised 
value of the collateral offered as security. The rate of interest may not 
exceed nine and one-half per cent a year on the unpaid balance.

(4) Multi pl^dweliipg loans not exceeding $110,000 may be made to 
purchase, remodel, repair, build, furnish, refinance or equip multiple 
dwellings. The loans shall be secured by acceptable collateral and may 
not exceed 75 per cont of the appraised value of the collateral offered 
as security. The rate of interest may not exceed nine and one-half per 
cent a year on the unpaid balance.

(b ' The commissioner of commerce and economic development may 
enter into agreements with private banks, other lending institutions 
and individuals for the purpose of guaranteeing loans made to qualified 
applicants. The guarantees may not exceed 90 per cent of the amount 
loaned and the loans shall be secured in the same manner provided for 
direct loans under this section. A loan made under this subsection and 
guaranteed by the commissioner of commerce and economic 
development and the state shall bear an interest rate not exceeding 
nine and one-half per cent a year on the unpaid balance.

(c) No loans authorized by (a)(2), (3) and (4) of this section may be 
made unless the commissioner of commerce and economic development 
is satisfied that money at a comparable rate of interest is not available 
to the applicant from private lending institutions on a guaranteed 
basis as set out in (b) of this section. An applicant is eligible for more 
than om type of loan, but the total may not exceed $125,000 at any 
one time.

(d) Money loaned shall be delivered to the borrower in the form of a 
warrant drawn on the treasury, vouchered in the manner prescribed 
for state disbursing officers, and charged against the Alaska World 
War II veterans’ revolving fund. Each voucher shall be approved by the 
commissioner of commerce or any bonded deputy authorized to act as 
a certifying officer. Upon repayment of loans by installments, or 
otherwise, in accordance with the prescribed terms, or upon liquidation 
by foreclosure or other process, or upon receipt of interest or other 
revenue, the money so received shall be turned over to the commis­
sioner of revenue for deposit in the Alaska World War II veterans’ 
revolving fund.



§ 44.33.200 S t a te  G o v e r n m e n t  . § 44.33.245
* *»

the Department of Fish and Game, and the director of the Alaska 
division of tourism in the Department of Commerce and Economic 
Development, or their designees, serve as ex officio u mbers of the 
commission, without a vote. The director of the Alaska division of 
tourism serves as the board’s executive director. (§ 4 ch 207 SLA 1975)

Sec. 44.33.200. Com pensation, per diem, or expenses.'Members 
of the Tourism Advisory Board are not entitled to receive compensation 
for their services, but they shall receive the same travel pay and per 
diem as provided by law for board members for attendance at a maxi­
mum of three meetings each year. (§ 4 ch 207 SLA 1975^

Sec. 44.33.210. Q ualifications o f  public mem bers. The public 
members of the Tourisip Advisory Board shall be persons with experi­
ence or interest in th'e'Alaska tourist industry, (§ 4 ch 207 SLA 1975)

Sec. 44*33.220. Duties. The board shall advise the governor and 
make recommendations regarding the promotion and development of 
tourism into and inside the state. The board shall submit an annual 
report to the governor and legislature summarizing its activities and 
expenses. (§ 4 ch 207 SLA 1975)

Sec. 44.33.230. Organization and cooperation  with regional 
prom otion groups. The Tourism Advisory Board may plan for the 
organization of local tourism promotion groups in the several 
geographic regions of the state, acquaint these groups with the pro­
gram of the Alaska division of tourism, receive recommendations from 
the groups as to the state programming, and encourage the 
expenditure of private and regional funds for the promotion of tourism 
to supplement the programs of the state. (§ 4 ch 207 SLA 1975)

Article 6. Child Care Facility Revolving Loan Fund.

Section Section
240. Child care facility revolving loar. 260. Eligibility for loms

fund 265. [RepealedI
245. Powers nnd duties of the department 270. Sale or transfer of mortgages ur.J

in administering the fund notes
250. Conditions of loans 275. Definitions
255. Loan terms

Sec. 44.33.240. Child care facility revolving loan fund. There is 
in the Department of Commerce and Economic Development the child 
care facility revolving loan fund to carry out the purposes of AS 
44.33.240 — 44.33.275. The fund mav be used for no other purpose. (§ 9 
ch 253 SLA 1976)

Sec. 44.33.245. Pov.ers and duties o f the departm ent in 
administering the fund, (a) The department may

97



§ 44.33.245 A l a s k a  S t a t u t e s  S u p p l e m e n t § 44.3£.'260

A rticle 6. Child Care Facility R evolving Loan Fund.
Section
245. Powers and duties of the department 

in administering the fund 
250. [Repealed]

Section.
255. Loan terms 
260. Eligibility for loans

Sec. 44.33.245. P ow ers and iu ties o f  the departm ent in admin* 
istering the fund, (a) The department may v

(1) make loans for the construction, renovation, and equipping of 
child care facilities, including private nonprofit child care facilities;

(2) promulgate regulations necessary to carry out the provisions of 
AS 44.33.240 — 44.33.275. ^

(b) The department shall '*
(1) develop eligibility standards for loans to child csre facilities;
(2) adopt guidelines fo'fohe determination of loan terms. (§ 9 ch 253 

SLA 1976; rnn § 1 ch 112 SLA 1981)

Effoct o f  amendments. — The 1981 
amendment, effective July 27,1981, added 
"including private nonpiofit care

facilities” following "child care facilities” 
in paragraph (1) of subsection (a).

Sec. 44.33.250. Conditions o f  loans.

Repealed by § 9 ch 112 SLA 1981, effective July 27, 1981.

E ditor’s notes. — The repealed section 
derived from § 9, ch. 253, SLA 1976; $ 2, 
ch. 153, SLA 1978.

Sec. 44.33.255. Loan terms, (a) A loan to a child care facility under 
AS 44.33.240 — 44.33.275 may not exceed $50,000.

(b) The rate of interest charged shall be seven per cent a year on the 
unpaid balance of the loan.

(c) The durution for repayment o f a loan may not exceed 10 years.
(d) All principal and interest payments on loans under AS 44.33.240 

— 44.33.275 shall be paid into the child care fucility revolving loan 
fund.

(e) If a child care facility ceases operation, any loan to the facility 
from the fund is due on the date the facility ceases operation. <§ 9 ch 
253 SLA 1976; am § 3 ch 153 SLA 1978; am § 18 ch 72 SLA 1979; am 
8 2 ch 112 SLA 1981)

Effect o f amendments. — The 1981 
amendment, effeclivc July 27, 1981. sub­
stituted "$50,000" for "$30,000, nnd no

more thnn one loun may bo mude to u sin­
gle child care facility under AS 44.33.240 
— 44,33.276" in subsection In I.

Sec, 44.33.2'M). Eligibility for lonns. A child care facility is cligi* 
ble for a loan under AS 44.33.240 — 44.33.275 if I
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§ 44.33.305 S t a t e  G o v e r n m e n t § 44.33.330

(3) the general policy to require all construction to be under bid 
contract as contained in AS 35.15.010 may be waived if the contract is 
to be performed by the state, another governmental entity, or a 
nonprofit entity. (§ 1 ch 277 SLA 1976)

Sec. 44.33.305. R egulationr. The department, after consultation 
with the Department of Labor, may adopt regulations to implement AS 
44.33.285 — 44.33.310. (§ 1 ch 277 SLA 1976)

Sec. 44.33.310. Definitions. In AS 44.33.285 — 44.33.310,
(1) "b*se period” means any 10 years after 1950, not necessarily 

continuous, and if the economic disaster is caused by a fisheries failure 
the period shall consist o f years during which a fishery produced at 
economically representative levels as determined by the Department of 
Fish and Game;

(2) "department” means the Department of Commerce and 
Economic Development;

(3) "economic disaster" means that the annual income to workers in 
the designated area dropped below the average s.nnual income for the 
base period for workers in the designated area and the drop in income 
is of such magnitude that the average family income of all residents of 
the designated ~.rea as determined by .the department is below the 
Federal Social Security Admir istration Poverty Guideline, adjusted by 
the denartment to reflect subsistence economic patterns and appropri­
ate c ;st-of-living differentials; the availability of alternate
employment shall be considered in determining whether an economic 
disaster has occurred under this paragraph. (§ 1 ch 277 SLA 1976)

Article 8. Residential Care Facility Revolving Loan Fund.
Section Section

itosidcntiol enre facility revolving 3 '0 . Lonn terms
loan fund 3t>0. Eligibility lor louns

330. Powers and duties of the department 370. Sale or transfer of mortgages and
in administering the fund notes

340. Puroose of louns 380. Definitions
•

Sec. 44.33.320. Residential care facility revolving lonn fund. 
There is established ir> the Department of Commerce and Economic 
Development a residential care facility revolving lonn fund to carry out 
the purposes of AS 44.33.320 — 44.33.380. The fund may be used for 
no other purpose. (§ 6 ch 153 SLA 19781

Sec. 44.33.330. P ow ers and duties o f  the departm ent in 
administering the fund, (a) The department may

(1) make loans for the construction, renovation, and equipping of 
residentic< care facilities;

(2) promulgate regulations necessary to carry out the provisions of 
AS 44.33.320 — 44.33.380.
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§ 44.33.340 A lask a  S ta tu te s § 44.33.370 § 44.33.38

(b> The department shall
(1; develop eligibility standards for loans to residential care 

facilities;
(2) adopt guidelines for the determination of loan terms. (§ 6 ch 153 

SLA 1978)

Sec. 44.33.340. P urpose o f  loans, (a) Loans under AS 44.33.320 — 
44.33.380 shall be made to enable residential care facilities in the state 
to comply with the established licensing standards for residential care 
facilities.

(b) A loan may not be made unless the commissioner is satisfied that 
the applicant cannot obtain funding from private lending institutions 
for the construction, renovation or equipping of residential care 
facilities. (§ 6 ch 153 SLA 1978)

Sec. 44.33.350. Loan terms, (a) The principal amount of a loan to 
a residential care facility under AS 44.33.320 — 44.33.380 may not 
exceed 820,000.

(b) The rate of interest charged shall be seven per cent a year on the 
unpaid balance of the loan.

(ci The duration for repayment of a loan may not exceed 10 years.
(d) All principal and interest payments on loans under AS 44.33.320 

— 44.33.380 shall be paid into the residential care facility revolving 
loan fund.

(e) If a residential care facility ceases operation, any loan to the 
facility from the fund is due on the date the facility ceases operation. 
<S 6 ch 153 SLA 1978; am § 20 ch 72 SLA 1979)

Effect o f amendment. — The 1979 
amendment subntitutH "seven per cent" 
for "six per cent" in suosection (b).

Sec. 44.33.360. Eligibility for lonhs. A residential care facility is 
eligible for a loan under AS 44.33.320 — 44.33.380 if

1 ( the applicant, submits to the department a plun for the use of the 
loan funds which is approved by the commissioner;

(2) the applicant demonstrates that the proposed loan will enuble 
the residential care facility. ibtain a license from the Department of 
Health and Social Service

(3) the applicant has not received over $10,000 in loans from the 
fund in the five-year period preceding the applic' and

(41 the applicant meets eligibility standards .uiblished by the 
department under AS 44.33.330(b)(1). (§ 6 ch 153 SLA 1978)

Sec. 44.33.370. Sale or transfer o f  m ortgages and notes, (a > The
commissioner may sell or transfer at par value or at a premium to a 
bank or other private purchaser for cash or other consideration the 
mortgages and notes held by the department as security for loans made 
under this chapter.
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§ 44.33.380 S t a t e  G o v e r n m e n t § 44.33.410

(b) Repealed by § 14 ch 122 SLA 1980. (§ 6 ch 153 SLA 1978; am 
§ 14 ch 122 SLA 1980)

Effect o f amendment. — The 1980 
amendment repealed subsection (b).

Sec. 44.33.330. Definitions. In AS 44.33.320 — 44,33.380
(1,. "commissioner” means the commissioner of commerce and 

economic development;
(2) "department" means the Department of Commerce and 

Economic Development;
(3) "residential care facility” means a foster home, group home, or 

institution which provides 24-hour nonmedical care for dependent 
adults not related by blood, marriage, or legal adoption to the owner, 
operator or manager of the facility. (§ 6 ch 153 SLA 1978)

Article 9. A dvisory Council on Cultural Facilities.
Section Section
400, Advisory council on cultural 405. Travel expenses and per diem 

facilities established 410. Duties

Sec. 44.33.400. Advisory’ council on ' cultural facilities 
established, (s) There is in the Department of Commerce and 
Economic Development the Advisory Council on Cultural Facilities.

(b) The council consists of five members, appointed by the governor 
from a liet of candidates provided to him for that purpose by the State 
Council oi the Arts. The members of the council are appointed for 
overlapping three-year terms, with two of the members first appointed 
serving three years, two of the members serving two years, and one 
member serving a term of one year.

(c) The council shall sel^.t a chairman and vice-chairman from its 
membership. (§ 3 ch 62 SLA 1979)

Sec. 44.33.405, 'Travel expenses and per diem. Members o f the 
Advisory Counci! on Cultural Facilities are not entitled to receive 
compensation for their services, but they shall receive per diem and 
travel expenses allowed by law for members of boards and commissions 
for attendance at n maximum of four meetings per year. (§ 3 ch 62 SLA 
1979)

Sec. 44.33.410. Duties. The Advisory Council c C u l t u r a l  
Facilities shall

(1) by regulation, establish criteria for ranking applications for 
grants to municipalities for the purpose of construction or development 
of cultural facilities under AS 43.18.500; the regulations shall provide 
for the assignment of priority among applications transmitted by the 
commissioner of commerce and economic development; the criteria for

10'J



§ 44.35.030 S t a t e  G o v e r n m e n t § 44.35.030

(1) the applicant submits to the department a plan for the use of the 
loan funds which is approved by the commissioner;

(2) Repealed by § 9 ch 112 SLA 1981.
(3) Repealed by § 7 ch 153 SLA 1978.
(4) Repealed by § 7 ch 153 SLA 1978. : %
(5) the applicant meets additional eligibility standards established . 

by the department under AS 44.33.245(b)(\). (§ 9 ch 253 SLA 1976; am -i 
§§ 4, 7 ch 153 SLA 1978; jn  § 9 ch 112 SLA 1981)

Effect o f  amendments. — The 1981 
amendment, effective July 27, 1981, 
repealed paragraph-.(2) which read "tho 
applicant demonstrates that the proposed 

.,loan will enable the child care facility to

obtain or renew a license from the 
Department of Health and Social Services 
or a certificate from the Department of 
Education."

Chapter 35. Departm^t of Military Affairs.
Section
30. Construction of memorials to Alaska 

veterans

Sec. 44.35.030. Construction o f  m em orials to Alaska veterans. 
The Department of Military Affairs may construct memorials to 
Alaska veterans. A memorial constructed under this section is not 
subject to AS 35.15.010,36.15.120 or AS 35.27.010 — 35.27.030. (§ 1 ch 
30 SLA 1981)

CrooB references. — A b to the duty of 
the department of natural resources to 
maintain certain memorials to veterans, 
see AS 41.20.020 (12).

Effective dates. — Section 4, ch. 30, 
SLA 1981, makes this section effective 
June 20, 1981, in accordance with AS 
01.10.070(c).

Editor's notes. — Section 2, ch. 30, SLA 
1981 provides: "MEMORIALTO ALASKA 
VETERANS, la) A memorial to Alaska 
veterans shall be constructed by the 
Department of Military Affuirs. The 
memorial shall be located in Dcnnli State 
Park on n site adjacent to the Parks 
Highway.

"(b) The design of the memoriul 6hull be 
chosen by u committee composed of

"(1) the adjutant general of the slate, 
who shall serve os chuir of the committee; 
and

"(2) one veteran selected by the 
adjutant genera! frr.-,) each branch of the 
military' service.

"(c) The memorial authorized by this 
section

"(' shall contain suitable recognition of 
the . attributions made by all men and 
women who have served on active duty in 
the military service in Alaska;

”(2> shall acknowledge the contribution 
of Alaskans to America's military history, 
including but not limited to, honoring the 
unique contributions made by the Eskimo 
Scout Battalion of the Alaska Territorial 
Gunrd.

"(d) The memorial shall maintained by 
the division of parks, Department of Nnt- 
urnl Resources."



(1) make loans for the construction, renovation, and equippinp of 
child care facilities;

(2) promulgate regulations necessary to carry out the provisions of 
AS 44.33.240 — 44.33.275.

(b) The department shall
(1) develop eligibility standards for loans to child care facilities;
(2) adopt guidelines for the determination of lo.m terms. (§ 9 ch 253 

SLA 1976)

Sec. 4sl,33.250., Conditions o f  loans, (a) Loans under AS 44.33.240
— 44.33.275 shall be made to enable child care facilities in the state to 
comply with the appropriate licensing standards for child care facilities 
or to comply with the requirements for certification by the Department 
of Education.

(b) A loan in excess of $10,000 must be secured by acceptable collat­
eral with an appraised value of at least 100 per cent of the loan amount. 
(§ 9 ch 253 SLA 1976; am § 2 ch'*L53 SLA 1978)

Effect o f amendment: — The 1978 
amendment rewrote subsection <b).

Sec. 44.33.255. Loan terms, (a) A loau to a child care facility under 
AS 44.33.240 — 44.33.275 may not exceed $30,000, and no more than 
one loan may be made to a single child care facility under AS 44.33.240
— 44.33.275.

(b) The rate of interest charged shall be seven per cent a year on the 
unpaid balance of the loan.

(c) The duration for repayment of a loan may not exceed 10 years. 
All principal and interest payments on loans under AS 44.33.240 —

44.33.275 shall be paid into the child care facility revolving loan fund.
(e) If a child care facility ceases operation, any loan to the facility 

from the fund is due on the date the facility ceases operation. (§ 9 ch 
253 SLA 1976; am § 3 ch 153 SLA 1978; am § 18 ch 72 SLA 1979)

§ 44.33.250 A l a s k a  S t a t u t e s  § 44.33."60

1

f>

Effect o f amendments. — The 1978 The 1979 umendment substituted
amendment substituted the language "seven per cent" for "six per cent" in
beginning "S30.000. and no more than o i k  -"jbsection (b). 
lonn" for "$10,000" at the end of subsection 
(a).

Sec. 44.33.260. Eligibility for loans. A child care facility is 
eligible for a loan under AS 44.33.240 — 44.33.275 if

(1) the applicant submits to the department a plan for the use of the 
loan funds which is approved by the commissioner;

(2) the applicant demonstrates that the proposed loan will enable 
the child care facility to obtain or renew a license from the Department 
of Health and Social Services or a certificate from the Department of 
Education;
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§ 44.33.265 S t a t e  G o v e r n m e n t § 44.33.275

(3) Repealed by § 7 ch 153 SL.A 1978.
(4) Repealed by § 7 ch 153 SLA 1978.
(5) the applicant meets additional eligibility standards established 

by the department un ler AS 44.33.245(b)(1). (§ 9 ch 253 SLA 1976; am 
§§ 4, 7 ch 153 SLA 1978)

Effect o f  amendment — The 1978 
amendment inserted "or renew” in par., 
graph (2) and repealed paragraphs (3) and 
(4), which read "the applies nt is awarded a 
certificate of need by the Department of

Community and--Regional AlTairs" and 
"the applicant has not received over 
510,000 in loans from the fund in the 
five-year period preceding the application; 
and," respectively. *4

See. 44.33.265. Certificate o f  need. 
Repeated by § 7 :h 153 SLA 1978.

/•**—^  Editor’s note. — The repealed section
's’vlcrived from § 9, ch. 253, SLA 1976.

Sec. 44.33.270. Sale or transfer o f  m ortgages and notes, (a) The 
commissioner of commerce and economic development may sell or 
transfer at par value or at a premium to a bank or other private 
purchaser for cash or other consideration the mortgages and notes held 
by the department as security for loans made under this chapter.

(b) Repealed by § 14 ch 122 SLA 1980. (§ 9 ch 253 SLA 1976; am § 5 
ch 153 SLA 1978; am § 19 ch 72 SLA 1979; am § 14 ch 122 SLA 1980)

Effect o f nniendmcn<’ — The 1978 
amendment substituted "$1,000,001"’ for 
"$300,000" nt the end of former subsection 
(b).

The 1979 amendment in the second sen­
tence of former subsection (h), substituted 
"may purchase" for "shnll purchase" and

deleted 'until the current principal 
amount of all mortgages and notes 
purchased nnd held by the Department of 
Revenue equals $1,000,000" from the end.

The 1980 amendment repealed 
subsection (b).

Sec. 44.33.275. Definitions. In AS 44.33.240 — 44.33.275 
(1) "child care facility” means an establishment the principal 

purpose of which is to provide care for children not related by blood, 
marriage, or legal adoption, including but not limited to day cure 
centers, family day care homes, and schools for preschool age children;

(2.) "department” means the Department of Commerce and 
Economic Development. (§ 9 ch 253 SLA 1976)

Article 7. Areas Impacted by E conom ic Disaster. 
Section Section
285. Action by governor 
290. Employment preference 
295. Contractors’ preference

300. Waiver of ccttnm provisions 
305. Regulations 
310. Definitions

99



§ 44.47.370 S t a t e  G o v e r n m e n t § 44.47.370

(2) "department” means the Department o f Community and 
Regional Affairs;

(3) "child” means any person below 11 years of age;
(4) "day care” means the care, supervision, and guidance of a child 

or children unaccompanied by a parent or legal guardian on a regular 
basis for periods of less than 24 hours a day;

(5) "municipality” includes a home rule, general law and unified 
municipality, as defined in AS 29.03.010 — 29.95.030;

(6) "child care facility” means an establishment licensed under AS 
47.35.010 — 47.35.080, including but not limited to day care centers, 
family day care homes, and schools for preschool age cl ildren, which 
provides care for children not related by blood, marriage, or legal adop­
tion to the owner, opeidtor, orjnanager of the facility. (§ 2 ch 66 SLA 
1975; am §§ 6 —  8 ch 253 SLA 1976; am §§ 4, 5 ch 272 SLA 1976; am 
§ 2 ch 98 S,LA*1977; am § 8 ch 112 SLA 1981)

>4i.< •

Effect o f  amendments. — The 1981 
amendment, effective July 27.1981, added 
paragraph (6).

Article 9. Division of Housing Assistance.
Section
370. Powers of director 
380. Nonconforming housing loan fund 
385. Eligible locations 
390. Limitations on use of nonconforming 

housing loan fund 
395. Operating loss reserve account 
400. Security for Io b u h

Section
410. Interest on loans 
420. Title
430. Restricted title loss reserve account 
460. Lonn origination and servicing 
470. Appraisals
490. Assistance by division personnel 
510. Regional allocation

Cross references. — For provisions on 
the Alaska Housing Finance Corporation, 
see 18.56.010 — 18.56.210.

Sec. 44.47.370. Pow ers o f  director. The director may
(1) adopt regulations in accordance with the Administrative Proce­

dure Act (AS 44.62.010 — 44.62.650) to implement. AS 44.47.360 — 
44.47.560;

(2) make and execute agreements, contracts, and other instruments 
necessary or conveninet in the exercise of his powers and functions 
under AS 44.47.360 — 44.47.560;

(3) purchase or participate in the purchase of nonconforming 
housing mortguge loans in accordance with AS 44.47.360 — 44,47.560;

(4) purchase or participate in the purchase of loans for building 
materials for nonconforming housing in accordance with AS 44.47.360 
— 44.47.560;
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(5) procure insurance against loss in connection with his'Tuhctions 
under AS 44.47.360 —  44.47.560;

(6) acquire real or personal property, or an interest in real or 
personal property, by purchase, transfer or foreclosure, when the acqui­
sition is necessary or appropriate to protect a loan in which the division 
has an interest; sell, transfer and convey that property to a buyer; and, 
i f  the sale, transfer or conveyance cannot be effected with reasonable 
promptness or at a reasonable price, rent or lease the property to a 
tenant pending the sale, transfer or conveyance;

(7) do all acts necessary, convenient or desirable to carry out the 
powers expressly granted or necessarily implied in AS 44.47.360 — 
44.47.560;

(8) originate and service direct loans made to qualified buyers in 
accordance with AS 44.47.360 — >4?*,47.560. (§ 73 ch 106 SLA 1980; am 
§ 15 ch 115 SLA/1981)

1
Effect o f amendments. — The 1981 

amendment, effective July 28,1981, added 
paragraph (8).

Sec. 44.47.380. N onconform ing housing loan fund. There is cre­
ated in the Department of Community and Regional Affairs the 
nonconforming housing lean fund cr nsisting of money appropriated to 
it by the legislature. The director s mil administer the nonconforming 
housing loan fund in accordance vith AS 44.47.360 — 44.47.560 and 
shall use the money in the nonconforming housing loan fund to origi- 
r._te, purchase, or participate in the purchase of

(1) nonconforming housing mortgage loans;
(2) loans made for building materials for nonconforming housing;
(3) loans made for renovations or improvements to nonconforming 

housing;
(4) loans made for the construction of owner-occupied 

nonconforming housing other than loans to builders or contractors or 
loans that compensate an owner for his lubor or services in con­
structing his own housing. (§ 73 ch 106 SLA 1980; urn S 6 ch 116 SLA 
1981)

Effect o f amendments. — The 1981 second sentence of the introduclcrv Inn- 
nmendment, effective July "8, 19S1. added gunge nnd added paragraph (4). 
"originate" prec> ding "purchase” in the

Sec. 44.47.385. Eligible locations, la) The director may make 
loans from the nonconforming housing loan fund only for 
nonconforming housing loans to qualified buyers t m nonconforming 
housing.

(bi Not more than 20 percent of the total principal amount of loans 
made for nonconforming housing may be made in cities of organized

§ 44.47.380 A l a s k a  S t a t u t e s  S u p p l e m e n t  - § 44.47.385



§ 44.47.390 S t a t e  G o v e r n m e n t >§. 44.47.390

boroughs and service areas o f unified municipalities where the popu­
lation of the city or service area exceeds 3,500.

(c) For purposes o f (b) of this section, population shall be determined 
with reference to the 1980 preliminary census report as published in 
"Alaska 1980 Population” and released January 1, 1981, by the 
Department of, Labor.

(d) In allocating money under (b) o f this section, if a home proposed 
for financing is in more than one service area, that home shall be 
considered to be in the service area with the smallest population. (§ 17, 
ch 115 SLA 1981)

Effective dates. — Section 52, ch. 115, July 23, 1981, in accordance with AS 
SLA 1981, makes this section effective 01.10.070(c).

Sec. 44.47.390j,vLimitatioils on uso o f noncon form ing housing 
loan fund. The dir ector'may not use the money in the nonconforming 
housing loan fund to

(1) originate a direct loan or purchase or participate in the purchase 
o f a nonconforming housing mortgage loan which exceeds the limi­
tations on mortgage loans purchased by the Federal Nation?'. Mort­
gage Association as to principal amount or loan-to-value ratio;

(2) originate a direct loan or p urchase or participate in the purchase 
of a loan made for building materials for nonconforming housing

(A) which exceeds $45,000 or exceeds
(i) 80 percent of the appraised value of the work completed on the 

nonconforming housing for which the loan is made if the 
nonconforming housing is pledged as collateral for the loan; or

(ii) 90 percent of the value of other property which is pledged us . 
security for the loan ana which is satisfactory to the director as collat­
eral;

(B) unless the terms of the loan agreement require inspections and 
certifications, as required by regulations of the director, at the expense 
of the borrower: und

(C) unless the period of time allowed for repayment of the loan is 
equal to or less thun 15 years;

(3) originate direct louns or purchase o- participate in the purchase 
of a nonconforming housing mortgage loan which is secured by real 
property the marketable title to which is shown in accordance with AS 
44.47.420(b)(2) if the total amount of outstanding nonconforming 
housing mortgage loans hold by the division exceeds 10 times the 
amount of money n  the restricted title loss reserve account (AS 
44.47.430). (§ 73 ch i06 SLA 1980; am S 18 ch 115 SLA 1981)

Effect of umendmentR. — The 1981 paragraph '2'. the amendment added
amendment, effective July 28, 19b 1, added "originate a direct lann or" preceding "pur-
"originate a direct loan or" preceding "pur- chase or participate." added S-15.000 or
chase or participate" and added "or exceed*" in buhparngrnph (Ai, and in sub-
lcun-to-value ratio" in paragraph ill. In paragraph 'C . substituted "15 years" for
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§ 44.47.395 A l a s k a  S t a t u t e s  S u p p l e m e n t § 44.47.410

"the lesser of (i) three years; or (ii) the 
maximum period of time established by 
regulation lv  the director based on the 
prevailing practice among private finan­
cial institutions in the general area in 
which the loan is made for loans for the 
purchase of building materials.” In para­

graph (3), the amendment added ''origi­
nate direct loans or” preceding "purchase 
or particpate.” The amendment also 
repealed paragraph (4) which read "pur­
chase or participate in the purchase or 
construction loans.”

Sec. 44.47.395. Operating loss reserve a cco u n t  (a) There is 
established in operating loss reserve account for the purpose of meeting 
legal expenses incurred through the foreclosure of properties acquired 
by the director under AS **4.47.370(6) and making repairs to these 
properties so that they may be sold to new buyers.

(b) The operating reserve loss account consists of money appropri­
ated by th» legislature. To the extent that money is paid out of the 
operating less reserve account for the purposes stated in this section, 
this money shall be replaced witlprooney received as interest on loans
authorized by AS,A4.47.0lG — 44.47.998. (§ 19 ch 115 SLA 1981)

Effective dates. — Section 52, ch. 115, 
SLA 1981, makes this section effective

July 28, 1981, in accordanct with AS 
01.10.070(c).

Sec. 44.47.400. Security for loans, (a) The director shall adopt 
regulations in accordance with the Administrative Procedure Act (AS 
44.62.010 —  44.62.650) establishing acceptable security for loans 
originated or purchased in whole or in part inder AS 44.47.380.

(b) A person may pledge as security for the repayment of a loan 
originated or purchased in whole or in part under AS 44.47.380 a 
preference right he holds to receive title to land he occupies as a pri­
mary place of residence, primary place of business, subsistence 
campsite, or as headquarters for reindeer husbandry. The preference 
right must be conveyed in the person by the Native corporation to 
which the land was granted under section 14 of the Alaska Native 
Clairr j  Settlement Act (85 Stat. 688, 43 U.S.C. secs. 1301 — 1626, as 
amended by P.L. 94-204) before it may be pledged as security under 
this subsection. The commissioner of community and regional affairs 
shall prescribe procedures and standard forms for establishing, 
pledging, und appraising the value of a preference right held by a 
person to secure the repayment of a loan originated or purchased in 
whole or in part under AS 44.47.380. (§ 73 ch 106 SLA 1980; am § 20 
ch 115 SLA 1981)

Effect o f amendments. — The 1981 
umendment, effective July 28,1981. added 
"originated or" preceding "purchaflcd in

w ho le" once in Bubnection (a) nnd twice in 
subsection (b ).

Sec. 44.47.410. Interest on loans. The interest rate on a mortgage 
loan originated or purchased in wholo or in part under AS 44.47 380 is 
equal to the interest rate, as determined under AS 18.56.098(g)(1) —

i
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(4), on a mortgage loan purchased under AS 18.56.098(g) from the 
proceeds of the most recent applicable issue o f taxable bonds before the 
origination or purchase of the mortgage loan originated or purchased 
under AS 44.47.380. (§ 73 ch 106 SLA 1980, am § 21 ch 115 SLA 1981)

Effect o f  amendments. — The 1981 
amendment, effective July 28, 1981, 
rewrote this section.

Sec. 44.47.420. Title, (a) Before the director originates or purchas ;s 
a nonconforming housing mortgage loan in whole or in part, the 
director may require a borrower to show marketahle title to real prop­
erty offered as security for the loan to be purchased.

(b) IV borrower may show marketable title to real property for the 
purposes of (a) of this section

(1) by purchasing title insurance from a title insurance company 
authorized to do business in the st_~ ,e; or

(2) by delivering to the director a copy of a letter o f intent signed by 
an authorized representative of the United States Department of the 
Interior which shows the transfer of title to the property from the 
United States government to the borrower if

(A) the borrower is an Alaska Native; and
(B) title to the property was originally transferred from the United 

States government, directly or indirectly, to the borrower under federal 
law.

(c) For the purposes of this section, a deed which federal law 
prohibits or limits the power to transfer or encumber and which would 
otherwise constitute marketable title u» real property is considered 
marketable title to real property if the United States Bureau of Indian 
Affairs or another appropriate federal agency waives immunity under 
the federal law from foreclosure or other alienation of the real property. 
(§ 73 ch 106 SLA 1980; am § 22 ch 115 SLA 1981)

Effect o f amendments. — The 1981 
amendment, effective July 28,1981, added

"originates or" preceding "purchases a 
nonconforming" in subsection (a).

Sec. 44.47.430. Restricted title loss reserve account, (a) There is 
.stablished in the division the restricted title loss reserve account. The 
restricted title loss reserve account consists of money appropriated to 
it by the legislature and shall be administered by the director.

(b) The director may withdraw money from the restricted title loss 
reserve account in an amount equal to the loss to the division on a 
nonconforming housing mortgage loan originated or purchased in 
whole or in part by the division if marketable title to the real property 
used to secure the loan was shown in accordance with AS 
44.47.420(b)(2). Money withdrawn from the restricted title loss reserve 
account under this section shall be deposited in the nonconforming
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the federal law from foreclosure or other alienation of the real property. 
(§ 73 ch 106 SLA 1980)

Editor’s note. — Section 76, ch. 106, 
SLA 1980 provides: "By January 21,1981, 
the director of the division of housing 
assistance (AS 44.47.360) shall prepare 
and submit to the iegislr.ture to report on

the effect of the marketable title 
requirements of AS 44.47.4z'' enacted by 
sec. 73 of this Act and shall inc> 'de in the 
report any recommendations he considers 
appropriate."

Sec, 44.47.430. R estricted title loss reserve account, (a) There is 
established in the division the restricted title loss reserve account. The 
restricted title loss reserve account consists of money appropriated to 
it by the legislature and shall be administered by the director.

(b) The director may withdraw money from the restricted title loss 
reserve account in anramount equal to the loss to the division on a 
nonconforming housing mortgage loan purchased in whole or in part by 
the division if marketable- title to the real property used to secure the 
loan was shown in accordance with AS 44.47.420(b)(2). Money 
withdrawn from the restricted title loss reserve account under this 
section shall be deposited in the nonconforming housing loan fund. 
(§ 73 ch 106 SLA 1980)

Sec. 44.47.440. Fire insurance. Before purchasing or 
participating in the purchase of a nonconforming housing mortgage 
loan, the director may require the borrower to agree to purchase and 
maintain fire insurance for the real property for which the loan is made 
in an amount not less than the outstanding principal balance of the 
loan. (§ 73 ch 106 SLA 1980)

Sec. 44.47.460. Loan servicing. Before purchasing or 
participating in the purchase of a loan, the director shall enter into a 
loan servicing agreement with the private financial institution, from 
which the loan is to be purchased. Under the servicing agreement, the 
private financial institution shall administer the loan and may charge 
the division a negotiated fee on the division’s share of thr. loan. The 
private financial institution may also charge the borrower e reasonable 
originator fee not to exceed one percent. (§ 73 ch 106 SLA 1980)

Sec. 44.47.470. Appraisals. Before purchasing or participating in 
the purchase of a nonconforming housing mortgage loan, the director 
may have or .nay .'oquire the borrower to have an appraisal made of the 
fair market value ot the real property, including structures on the real 
property, for which the loan is made. In conducting an appraisal under 
this section, the appraiser shall give full value to insula ' and ether 
features of construction in structures on the real property nich ado to 
the energy efficiency of the structures. (S 73 ch 106 SLA 1980)

Sec. 44.47.475. Energy audit exemption. In making loans under 
this chapter, the division is exempt from the requirements of AS 
46.11.050(b). (5 73 ch 106 SLA 1980'

(
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housing loan fund. (§ 73 ch 106 SLA 1980; am § 23 ch 115 SLA 1981;
' jr .

Effect o f  Amendments. — The 1981 whole” in the first sentence of subsection 
amendment, effective July 28,1981, added (b).
"originated or” preceding "purchased in

Sec. 44.47.460. Loan origination and servicing, (a) Before 
purchasing or participating in the pruchase of a loan, the director shall 
enter into a loan servicing agreement with the private financial insti­
tution from which the loan is to be purchased.

(b) The director may execute service agreements with private 
lending institutions to service loans originated by the division.

(c) Under the servicing agreement, the private financial institution 
shall administer the loan and may charge the division a negotiated 
origination or servicing fee on the division’s share of the loan. When 
appropriate, the private financial institution may also charge the 
borrower a reasonable originator fee not to exceed cne percent.

(d) Loan origination land servicing agreements entered into under 
this section may provide for higher fees for loans made for 
nonconforming housing located outside of cities o f organized boroughs 
and service areas o f unified municipalities that have a population in 
excess of 3,500, than for other loans made for nonconforming housing. 
The division may pay a portion of the higher fees. (§ 73 ch 106 SLA 
1980; am § 24 ch 115 SLA 1981)

Effect o f  amendments. — The 1981 amendment added "originating or
amendment, effective July 28.1981, desig- servicing” preceding "fee” in the first sen­
na! i the former first sentence us subsec- tence nnd substituted "when appropriate,
tion ) n:;d the former second nnd third the" for "the" at the beginning of the sec-

’j, sentences os subsection (c) aj'd added sub- ond sentence.
1 sections (b) and (d). In subsection (c), the

Sec. 44.47.470. Appraisuls. Before originating or purchasing or 
participating in the purchase of a nonconforming housing mortgage 
loan, the director may have or may require the borrower to hnve an 
appraisal made of the fair market value of the real property, including 
structures on the real property, for which the loan is made. In con­
ducting an appraisal under this section, the appraiser shall give full 
value to insulation and other features of construction in structures on 
the real property which add to the energy efficiency of the structures. 
(§ 73, ch 106 SLA 1980; am § 25 »'• 115 SLA 1981)

Effect o f  amendmcnta. — The 15)81 participating" near the beginning of the
amendment, effective July 28,1981, added first sentence,
"originating or" preceding "purchasing or

Sec. 41.47.490. Assistance o f  division personnel, (a) The
director maj establish field offices under AS 44.47.010 — 44.47.998 
may hire one or ..tore lending officers, and may contract for the services 
of
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(1) real property appraisers who are familiar with rural con­
struction; and

(2) engineers who are familiar with engineering problems in arctic 
and subarctic regions.

(b) The personnel described in (a) o f this section may make visits to 
the "sgions • established under AS 44.47.510(a) to provide 
preconstruction and post-construction inspc"t(ons of real property for 
which loans are originated or purchased by the division in whole or in 
part under AS 44.47.380 and to provide assistance to private financial 
institutions and their borrowers in the regions. Authority for final 
approval of loans may not be exercised by the personnel described in 
this section. (§ 73 ch 106 SLA 1980; am § 26 ch 115 SLA 1981)

Effect o f amendments. — The 1981 introductory language of subsection (a). In
amendment, effective,July 20, 1981, sub- subsection (b), the amendment substituted
stituted "mcy establish field offices under "may" for "shall" following "of this sec-
this chapter, may" for "shall’* preceding tion," deleted "regular" preceding "visits,”
"hire" deleted "nt least" following "hire," deleted "each of' preceding "the regions
added "or more” preceding "lending,” sub- established," added "originated or”
stituted "officers" for "officer" following preceding "purchased by" and added the
"lending" and substituted "mny” for second sentence of the subsection
"shall” preceding "contract" in the

Sec. 44.47.510. R egional allocation, (a) The commissioner of com- 
mui ty and regional aifuirs, by regulations adopted in accordance with 
the Administrative Procedure Act (AS 44.62.010 — 44.62.650), shall 
establish and may amend the boundaries of reasonably compact and 
contiguous regions in the state.

(b) Unless otherwise required by an appropriation, the director shall 
allocate the money in the nonconforming housing loan fund among the 
regions established under (a) of this section for the purpose of 
originating or purchasing each type of loun described in AS 4 ' .47.380. 
In making an allocation under this sujsection, the director shall con­
sider the past and potential lending activity of private financial insti­
tutions in the region us well as the need for loans in the region. The 
director may reallocate the money among the regions as he considers 
necessary. ({? 73 ch 106 SLA 1980; am § 27 ch 115 SLA 1981)

Effect o f umendmenta. — The 1981 euch type" in the firnt aentcnce of subsec- 
amendment, effective July 28.1981, lidded lion (hi.
"o rig in a ting  o r"  preceding "purchasing

Article 10. Local Boundary Commission.

Sec. 44.47.583. When boundury change takes effect.

Stilted in State, DepTofNal'l Keaources 
v. Citv of Hniao.s, Sup. Ct. Op. No. 2342 
(File No. B0G7I, «27 P.2d 1047 U981i.
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Chapter 89. Residential Energy Conservation Fund.
Section Section
10. Fund established 40. Sale or transfer of mortgages and
20. Refunds and grants notes
30. Loans 500. Definitions

• O

Sec. 45.89.010. F u n d  established. There is established in the 
Department of Commerce and Economic Development the residential 
energy conservation fund to carry out the purposes of this chapter. 
Refunds, grants and loans made under this chapter may be used to 
purchase, construct, and install an energy conservation improvement 
in residential buildings. The fund may be used for no other purpose. 
(§ 35 ch 83 SLA 1980)

Sec. 45.89.020. Refunds and grants, (a) The department may 
make refunds or grants for the purchase, construction, and installation 
of an energy conservation improvement in a residential building if the 
person applying for a refund or grant demonstrates, on the basis of an 
energy audit, that the expenditures of the refund or grant for the 
purchase, construction or installation of the energy conservation 
improvement would be exceeded by reduced energy costs attributable 
to the purchase, construction or installation of the energy conservation 
improvement within seven years.

(b) A  refund or grant made under this section may not exceed

(1) $300 for a single-family dwelling; or

(2) $ .00 for each unit in a multi-unit residential building.

(c) The department

(1) shall establish simple procedures for the payment of a refund ',o 
an applicant within 30 days of submission to the department of an 
application by tue applicant, if the application is supported by receipts 
for expenditures which comply with the results of un energy audit;

(2) may establish procedu; ,»s for the paymeri of u grant to an 
applicant before the purchase, construction or installation of an energy 
conservation improvement. (§ 35 ch 83 SLA 1980)

Sec. 45.89.030. Loans, (a) The department may make loans for the 
purchase, construction, and installation of an energy conservation 
improvement in a residential building.

(b) A  loan for the purchase, construction, nnd installation of an 
energy conservation improvement under this chapter may not exceed 
the lesser of

(11 an amount, as determined by an energy audit, which is equal to 
the estimated total energy cost saving attributable to the energy 
conservation improvement at a date which is 10 years after purchuse, 
construction, or installation of the energy conservation improvement: 
or

358
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(2) $5,000.
(c) A loan for the purchase, construction, and installation c f an 

energy conservation improvement under this chapter may be made for 
only an energy conservation improvement which has been 
recommended, in any energy audit, as a measure which it likely to 
result in energy conservation or energy cost savings.

(d) A loan made under this chapter may be used to finance
(1) all of the cost of purchasing, constructing, and installing an 

energy conservation improvement; and
(2) the costs o f labor for the installation of an energy conservation 

improvement.
(e) Interest shall be charged on a lean made under this chapter. If a 

loan is made before January 1, 1384, interest shall be five percent. If 
the loan is made after December 31 '.9S3, interest shall equal the 
percentage o f the average weekly yi .d of municipal bonds for the 12 
months preceding the loan, as determined by the commissioner from 
the municipal bond yield rates reported in the 30-year revenue index 
of the Weekly Bond Buyer.

(0 The duration of repayment of a loan made under this chapter may 
not exceed 10 years.

(g) The department mny require security for a loan under this 
sec'ion. When a loan is made under this section, the department may 
require the loan applicant to present copies of invoices or billings for 
expenses which the proceeds of the loan will be used to pay.

(h) Amounts repaid on a loan made under this section shall be 
deposited to the residential energy conservation fund.

fi) A person who receives a loan under this section and knowingly 
uses the loan proceeds for purpose:, other than those set out in (d) of this 
section is guilty of the crime of mis^-plication of property under AS
11.46.620. (§ 35 ch 83 SLA 1980)

Sec. 45.89.040. Sule o r  transfer o f  m ortgages p.ua notes. The 
commissioner may sell or transfer at par value or at a premium or 
discount to uny bunk or other private purchaser for cash or other 
consideration the mortgugos and notes held by the department as 
secunty for loans made under this chapter. (5 35 ch 83 SLA 1980)

Sec. 45.89.500. Definitions. In this chapter
(1) "commissioner" means the commissioner of commerce and 

economic development;
(2) 'd°pp:tnier.t” means the Department of Commerce and 

F.conomi Development;
(3) "en-.rgy audit" means
(A) an energy audit completed under AS 4b.11.030;
(B) an energy audit performed under sec. 215(b)(l)(Ai of the federal 

residentia1 energy conservation program of the National Energy 
Conservation Policy Act ;42 U.S.C. 82l6(bl(l)(A)i; o"
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(C) an energy audit completed before th.„ effective date of^this 
section which has been approved by the Commissioner as an audit 
which fairly demonstrates th_ energy consumption characteristics of a 
residence and which indicates likely energy conservation and cost 
savings measures;

(4) "energy conservation improvement” means
(A) structural insulation;
(B) thermal windows and doors;
(C) a furnace replacement burner designed to achieve a reduction in 

the amount of fuel consumed as a result o f increased combustion 
efficiency;

(D) a device for modifying flue openings designed to increase the 
efficiency o f operation o f the heating system;

(E) an electrical or mechanical furnace ignition system which 
replaces a gas pilot light;

(F) an automatic energy-saving setback thermostat;
(G) a meter which displays the cost of energy usage;
(H) caulking and weatherstripping of doors and windows;
(I) insulating shades and shutters;
(J) air and water recuperators;
(K) any other energy-saving device approved by the commissioner of 

commerce and economic development under AS 44.33.040(12). (§ 35 ch 
83 SLA 1980)

Chapter 90. Tourism Revolving Fund.
Section Section
10. Creation of a tourism revi Iving fund ?0. Limitations on Joans 
20. Powers nnd duties of the Department ■ ;nle or transfer of mortgages and

of Commerce and Economic noter.
Development

© ■ ( 3

Legislative history report. — For CSHB 312!. see 1971 House Journal, pp. 
report on ch. 171, SLA 1972 (FCCS SCS 617, 618; 1972 House Journal, p. 556.

9 ' j

Sec. 45.90.010. Creation o f  a tourism revolving fund. There is 
created in the Department of Commerce and Economic Development a 
tourism revolving fund. (!) 1 ch 171 SLA 1972)

Sec. 45.90.020. P ow ers and duties o f  the Department o f 
Com m erce and E conom ic Developm ent, (a) The depurtment may

(1 1 make loans to a business dinctly involved in the tourist 
industry;

(2 1 designate agents and delegate powers to them as is necessary;
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Chaptci 11. Conservation of Energy and Materials.
Section Section
10. Thermal and lighting energy stan- 50. Financing o f energy efficient homes

dards for public buildings and buildings
20. Training of public building mainte- 60. Recycling of materials by etate

nance personnel agencies
30. Energy audits 900. Definitions
40. Applicability of thermal and lighting 

energy standards to private build- 
ingB

§ 46.11.010 W a t e r , E t c ., C o n s e r v a t io n  § 46.11.030

Sec. 46.11.010. Therm al and lighting energy standards fo r  
pu b lic  buildings, (a) All public facilities of the state, the construction 
of which begins after July 1,1980, shall be designed to comply with the 
th e rm a la d  lighting energy standards adopted by the Department of 
Transportation and Public Facilities under AS 44.42.020(a)(14).

(b) By June 30,1988, all public facilities of the state existing on July 
1,1980 shall be modified, to the extent economically feasible, to comply 
with the thermal and lighting energy itandards adopted bj the Depart­
ment of Transportation and .^ublic Facilities under AS 
44.42.020(a)(14). (§ 36 ch 83 SLA 1980)

Editor’s notes. — For declaration of see see. 1, chapter 83, SLA 1980 in the 
legislative policy on energy conservation, Temporary and Special Acts and Resolves.

Sec. 46.11.020. Training o f  public building m aintenance 
personnel. Persons responsible for the maintt iance of public build­
ings designed with energy conservation or production features shall be 
trained by the department in the use and operation o f those features. 
(§ 36 ch 83 SLA 1980)

Sec. 46.11.030. E nergy audits, (a) The Department o f Commerce 
and Economic Development shall

(1) establish criteria for the performance of energy audits of com­
mercial and industrial buildings located in the state;

(2) establish criteria for the performance of energy audits of resi­
dences located in the state;

(3) develop a program by which to advise persons certified under AS 
44.33.040(16) to perform energy audits of contracts to be awarded for 
performance of energy audits.

(b) The commissioner of commerce and economic development mny 
contract with persons certified under AS 44.33 940(16) to perform 
energy audits. The commissioner of commerce and economic 
development may negotiate contracts or make contracts on the basis of 
competitive bids.

(c) The department may contract with a municipality for the per­
formance of energy audits in the municipality.

51
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(d) A person requesting an energy audit is required to pay for the 
audit. The fee for an audit of a one- or two-family residence is {510- The 
fee for an audit of other residences or of a commercial or industrial 
building shall be established by regulations adopted, in accordance 
with the Administrative Procedure Act (AS 44.62.010 — 44.62.650), by 
the commissioner of commerce and economic development.

(e) The department shall reimburse persons performing energy 
audits in the state for the cost, r excess of fees received, of performing 
energy audits. In this subsection "cost" includes administrative cost. 
(§ 36 ch 83 SLA 1980)

Sec. 46.11.040. A pplicability  o f  thermal and lighting energy 
standards to private buildings. State financial assistance may not 
be approved or granted for the construction of a new residential or 
commercial building if construction of the building begins after 
December 31, 1980, unless

(1) the building is in compliance with thermal and lighting energy 
standards;

(2) the building is in compliance with the building code o f a munic­
ipality and the municipal building code meets or exceeds the thermal 
and lighting energy standards;

(3) the building
(A) is constructed under an exception to the municipal building code 

granted under AS 29.33.080(g); or
(B) is located or is to be located in an area where thermal and 

lighting energy standards are not justified because of the high cost of 
implementation of the, standards, as determined under regulations 
adopted by the commissioner o f commerce and economic development; 
or

(4) the applicant agrees, in writing, that the build’^g will be brought 
into compliance with thermal and lighting energy standards within 
one year of conveyance. (§ 36 ch 83 SLA 1980)

Sec. 46.11.050. F inancing o f  energy efficient hom es and bu ild­
ings. (a) After December 31, 1980, a financial institution shall take 
into consideration the economic benefits of alternative energy systems, 
life-cycle energy costs, energy evticient building design, and energy 
conservation when financing homes and buildings with state financial 
assistance.

(b) After December 31, 1980, a financial institution that nakes 
home mortgage loans with money provided to it by the commissioner 
of revenue from surplus state general fund investments author,zed by 
AS 37.10.0'0, or a state agency which makes a direct home mortgage 
loan to an applicant, shall include estimated heating and lighting costs 
as determined by on energy audit in stundard principal, interest, taxes 
and insurance calculation of the cost of buying a housing unit. An 
applicant for a home mortgage loan shall provide the financial institu­
tion or the state agency with a copv of an energy audit. (S 36 ch 83 SLA
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DEPARTMENT OF COMMERCE A 
ECONOMIC DEVELOPMENT

OFFICE OF THE COMMISSIONER

POUCHD
JUNEAU. ALASKA 99811 
PHONE: 465-2500

JAYS. HAMM OHO. GOVERNOR

February 23, 1982

Honorable Robert Mulcahy, Chairman 

Senate Labor and Commerce Committee 
Pouch V

Juneau, Alaska 99811 

Dear Senator Mulcahy:

I am pleased to respond to your inquiry concerning the documentary 

film which is the subject of a special appropriation bill to the 

amount of $150,000 (SB 746) to the Department of Commerce and Eco­

nomic Development.

I support the legislation which would appropriate to the Office of 

Mineral Development the sum involved. Initiatives are under way to 
have an "Alaska Session" included in the October 1982 Convention 

Program of the American Mining Congress which is to be held in Las 

Vegas. It is hoped that a high quality documentary film would be 
available to premiere at that gathering of the nation's foremost 

decision makers and leaders of the mining industry. Besides the 

film which would prelude the program, the "Alaska Session" would be 

chaired by members (member) of the Alaska Congressional Delegation 
and would comorise the following elements.

(1) Federal policy and perspectives towards mineral develop­

ment in Alaska

(2) State policy and perspectives on mineral development in 
Alaska

(3) Overview of the coal mining scenario and potential in 
Alaska

(4) Overview of the hard rock mining scenario and potential 
in Alaika

A i>e 11 planned and executed program will certainly attract a great 
dual of industry irterest in Alaska and would be an initial trigger 

mechanism for expanded investment commitment in the State by the 
mining industrv.



Honorable Robert Mulcahy February 23, 1982

As the appended proposal document stresses, the film in terms of 

quality and content, would be suitable for showing on public tele­
vision and also for distribution to schools and other institutions.

It is my judgment that the benefits to be derived from the film will 
amply repay the relatively modest investment called for by this 

bill. For the appropriation to satisfy the goal of having a docu­
mentary completed in time for the October convention, the prompt 

passage of the bill is essential.

Sincerely,

Charles R. Webber 

Commissioner

CRW/shA-6

Enclosure: Proposal for a Documentary.cn
Alaska's Mining History and Potential



ALASKA* S M I N I N G  HISTORY AND P O TENTIAL

The American Mining Congress recently sponsored a survey of citizen 

attitudes towards mining. While only 16% of those polled felt at all familiar 

with mining, 43% believed it was damaging to the environment, 62% felt it was 

dangerous and unhealthy, and an incredible 96-97% felt mining was unnecessary 

to the national economy, unnecessary for the national defense and unnecessary 

to the quality of life.

As suggested by many industry spokesmen, such shockingly erroneous 

attitudes stem from the profound failure of America's educational system to teach 

its students the singular and immutable fact that modern civilization is made 

possible by, and remains dependent upon, the production and utilization of n^ineral 

resources, '''he resultant ignorance has fostered the misconception that mining is 

a dangerous and destructive enterprise that should be generally discouraged and 

locally forbidden. It is this ignorance which has allowed the piecemeal but cumu­

latively devastating withdrawal of public lands from mineral entry. It is this 

ignorance that has delivered to the country the specter of a national resource crisis.

The proposed documentary, which will be an accurate portrayal of historical 

and present mining activity in Alaska, will contribute to redressing this pervasive 

ignorance. It will show mines to people who have never seen a mine. It will take 

people underground. It will show them what a billion dollar orebody looks like in 

its natural disguise. They will be fascinated by a subject of which their only 

previous experience has been through souvenir shops and tourist displays. For the 

viewer, mining in Alaska will cease to be a clicked recitation of sourdough sagas 

and will begin to assume its true dimension and importance. The educational process 

will have begun.



The documentary will debut in October 1982 to the delegates of the Ameri­

can Mining Congress Convention, the foremost assembly of public and private industry 

personnel. At the most obvious level, the delegates will be as interested as anyone 

in the historical content of the film. Additionally, they will be professionally 

interested in the contemporary segments which will serve, without explicit overtures 

. eded, a promotional function. And finally, the delegates will recognize and 

appreciate the value of the film as a much needed educational tool. The presenta­

tion to this forum of a stimulating and professional quality film will generate 

interest in the state's resources and create industry wide respect for the state as 

a good place to do business.

The documentary will be promoted and distributed for both statewide and 

national television broadcast. It will also be available for extensive use in 

schools, colleges, conferences and speaking presentations.

As it is felt that the highest and best purpose of this documentary will 

be for its educational value, two guidelines will be strictly followed to insure 

the acceptance of the film by the widest possible audience.

1. Within the documentary narrative, subjective opinions 

or highly controversial issues will not be endorsed.

2. To avoid the stigma of being a public relations

"flak film", the promotional message of the documentary 

will be implicit in its accurate informational content, 

rather than be an explicit "pitch".

The following outline describes how the goals discussed above will be

achieved.

1. OBJECTIVES

The documentary wi.il accurately portray Alaska's mining history, will



examine its present mines and visit the sites of its future mines. It will be, 

firstly and foremost, educational, but by virtue of its informational and tonal 

content, p’’jmotional.
t

2. THEME

The film, by content and tone, will portray mining in Alaska as the posi­

tive and essential enterprise it has been and can be, and by inference will be 

supportive of the mining industry in general.

3. DESCRIPTION OF THE FILM

Using archival photographs, interviews, existing film footage and other
r t .

materials, Alusxa's mining history will be documented. While the salient events 

will all be at least briefly covered, several of the more unique and fascinating 

aspects of the history will be explored in some detail. Site visits to existing 

and future mines as well as the use of existing film footage will be used in the 

balance of the film. A soundtrack will be recorded and incorporated with a narra­

tive.

4. AUDIENCE

While the first audience to view the documentary will be the foremost 

gathering of mining industry personnel, the American Mining Congress Convention in 

1982, the film will subsequently be heavily used as an educational tool for the 

spectrum of the population.

5. STYLE

The film will be an educational documentary but should be dynamic and



innovative. It will avoid highly technical or esoteric, material but will not be 

intellectually condescending.

Within the narrative, subjective opinions concerning such highly contro- 

--versial issues as environmental protection and land use philosphy will not be 

endorsed. The film will, however, make use of interviews, where appropriate, to 

address these issues.

6. BUDGET

The estimated budget for all phases of production, from planning through 

post production, is $150,000. r..
/

7. DISTRIBUTION

The film will be distributed for extensive, use in schools, colleges, 

conventions, conferences, and speaking engagements as well as for television 

broadcast.

CC:nv:2/i/82



SENATE

2/1.1/82 FURTHER: F in a r -ce

Date: / /P/7/. C.7

Mr. P r e s i d e n t :

tu r .*4. ^ B0R & COMMERCE . . . S3 746
The Committee on    has had_________

risking a s p e c i a l  a p p r o p r i a t i o n  to the Dept, of Commerce & Economic  
Development, o r f i c e  of m i n e r a l  development, for p r o d u c t i o n  of a d o c u­
me n t a r y  film o n  A l a sk a's m i n i n g  h i s t o r y  and p o t e n t i a l

u n d e r  c o n s i d e r a t i o n  a nd  (a m a j o r i t y  of t h e  c o m m i t t e e )  (t he  c o m m i t t e e )  

r e p o r t :  it b a c k  w i t h  the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ /<] do p a s s  [ ] do not pa ss

[ ] do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )
[ ] s a m e  t i t l e

[ ] r e p l a c e  w i t h  CS f o r  [ ] n e w  t i t l e

and r e c o m m e n d s ___________ _____________________________________________________

[ ] AN D  a t t a c h e s  a " L e t t e r  of I n t e n t "  [ ] New  F i s c a l  No te

[ ] r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  to t h e _________________________________________________ C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  H A V I N G
DO P A S S  O T H E R  R E C O M M E N D A T I O N S :

7  . i  "

•Tv.-- • ''//y. " s. s.
' t t

I - A I R M A N

6C (Rev. 1 2 / 7 8 )





S E N .  P A T R IC K  R D D E Y SEN. BOB MULCAHY 
SEN. TERRY STIMSON 

SEN. ARLISS STURGULEWSKI

A l a s k a  S t a t e  L e g i s l a t c e e
S E N A T E  B A N K I N G  C O M M I T T E E
P o u c h  V ,  J c n z a c  6 s a i l

ANALYSIS OF CS SENATE BILL NO. 749 (LABOR AND COMMERCE)

CSSB 749 (L&C) would amend language in Chapter 45 of the Alaska 

Statutes, Trade Practices, specifically 45.45.010(f). This particular 

subsection was adopted in 1973 and prohibits a lender from taking an 

equity participation in a loan transaction entered into with a borrower. 

There is neither case law nor legislative history to explain its 
inclusion in existi'ng statutes.

In reviewing federal banking law, the committee finds no such 

prohibition against equity participation. On the contrary, the Office 

of the Comptroller of the Currency states in Interpretive Ruling 7.7312:

A national bank may take as consideration for a loan 

a share in the profit, income or earnings from a 

business enterprise of a borrower. Such share may be 

in addition to or in lieu of interest. The borrower's 

obligation to repay principal, however, shall not be 

conditioned upon the profit, income or earnings of 
the business enterprise.

12 C.F.R. 7.7312
Likewise, in reviewing the banking laws of the other 49 states, the 

committee finds no such prohibition, although Tennessee does have a 

statute (47.24.102) which restricts a lender's ability to enter in to an 

equity participation in loan transactions of less than $1 million.

The committee is concerned about the flow of long-term capital into the 

state, and finds that the existing 45.45.010(f) inhibits that flow. 

Present economic conditions, marked by high inflation rates and high 

interest rates, have forced both developers and traditional long-term 

lenders to come up with new methods of financing which: (1) provide the 

lender protection against inflation, end (2) provide the developer an 
affordable interest rate.

An equity participation allows the lerder to participate in the profit, 

income or earnings from a business enterprise of the borrower, thus 

providing him with the hedge he needs against inflation. It allows the 

borrower access to funds with which to develop projects that otherwise 

would net be economic at the higher interest rates required by 
traditional financing.

In supporting this legislation, it is the committee's intent that state 

regulators of financial institutions require lenders and borrowers to 
abide by the provision of C.F.R. 7.7312 which relates to the repayment 

of principal. In addition, the committee intends, by the inclusion cf 
credit unions on line 10. to provide rarity for ail financial 

institutions doinc business within t'r= state. Finally, by inclusion cf 

the limitations or loan amount and te— , the committee intends to 

protect the interests of relatively unsophisticated borrowers.



COOK INLET ©^Better
619 E . 5th Ave., Anchorage, Alaska 99501T  elephone (907) 276-0000

M a r c h  1, 1 9 8 2

S e n a t o r  B o b  M u l c a h y  
' C h a i r m a n ,  L a b o r  & C o m m e r c e  C o m m i t t e e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

Re: S e n a t e  B i l l  7 4 9 

D e a r  S e n a t o r  M u l c a h y :

L a s t  y e a r  m y  p a r t n e r s  a n d  I e n c o u n t e r e d  e x t r e m e  d i f f i c u l t y  in 
s e c u r i n g  f i n a n c i n g  for the p u r c h a s e  of  t h e  A l a s k a  P a c i f i c  B a n k  
B u i l d i n g  in A n c h o r a g e  d u e  to the s t a t u e  p r o h i b i t i n g  e q u i t y  
p a r t i c i p a t i o n  for the l e n d e r .  W e  w e r e  s u c c e s s f u l  in the long 
r u n  b u t  o n l y  a f t e r  c o n t a c t i n g  e i g h t y - t w o  le n d e r s .

In r e a d i n g  S e n a t e  B i l l  No. 749, I w o u l d  m a k e  the f o l l o w i n g  
r e c o m m e n d a t i o n s  for change:

1. "if the t e r m  o f  the l o a n  is l e s s  than 15 y e a r s "  is too 
r e s t r i c t i v e .  M o s t  i n t e r e s t  s e n s i t i v e  l e n d e r s  w i l l  r e q u i r e  
a c a l l  b e t w e e n  the f i f t h  and t e n t h  y e a r .  C l a r i f i c a t i o n
is n e e d e d .  M o s t  e q u i t y  p a r t i c i p a t i o n  l o a n s  w i l l  h a v e  an 
a m o r t i z a t i o n  of  th i r t y  (30) y e a r s  w i t h  a c a l l  at y e a r  ten (10) .

2. I w o u l d  p r e f e r  the b i l l  be s h o r t e n e d  a n d  e n d  w i t h
" l e s s  t h a n  $ 1 , 0 0 0 , 0 0 0 , "  By l i m i t i n g  e q u i t y  p a r t i c i p a t i o n  
l o a n s  to l o a n s  over $ 1 , 0 0 0 , 0 0 0 ,  the l e g i s l a t u r e  is a u t o m a t i c a l l y  
p r o t e c t i n g  the small, u n s o p h i s t i c a t e d  i n v e s t o r  f r o m  p r i v a t e  
l o a n  s h a r k s .

In e s s e n c e ,  I d o  n o t  feel t h a t  the g o v e r n m e n t  s h o u l d  be i n v o l v e d  
in r e s t r i c t i n g  f r e e  e n t e r p r i s e .  If a p u r c h a s e r  c a n  o b t a i n  a 
s a t i s f a c t o r y  y i e l d  t h r o u g h  an e q u i t y  p a r t i c i p a t i o n  lo a n  w i t h  
a l e n d e r ,  the s t a t e  g o v e r n m e n t  s h o u l d  n o t  p r o h i b i t  su c h  a 
tr a n s a c t i o n .

If we w i s h  to k e e p  our e c o n o m y  h e a l t h y  in A l a s k a ,  we m u s t  not 
p r o h i b i t  b u y e r s  f r o m  o b t a i n i n g  e q u i t y  p a r t i c i p a t i o n  l o a n s  on  
w h a t e v e r  t e r m s  a r e  a c c e y t a b l e  to the b u y e r .  R e n t a l  r a t e s  a r e  
i n s u f f i c i e n t  to r ^ppert the c u r r e n t  h i g h  i n t e r e s t  r a t e s  o n  a 
s t r a i g h t  m o r t g a g e .  As o w n e r s  a n d  p u r c h a s e r s  of  real e s t a t e ,  we 
n e e d  t h e  l a t i t u d e  to n e g o t i a t e  the b e s t  l o a n  p a c k a g e  a v a i l a b l e  
an d  t h a t  is o f t e n  an e q u i t y  p a r t i c i p a t i o n  loan.

P l e a s e  k e e p  m e  i n f o r m e d  as to the p r o g r e s s  of S e n a t e  B i l l  749.
T h a n k  you.

M a r i g a l e  C o m p t o n  C C I M  

M C / d d □3./W-S



JAYS. HAk'MOMD. GOVERNOR

POUCHD
JUNEAU, ALASKA 9S 8 1 1 
PHONE: 465-2500

DEPARTMENT OF COMMERCE &  

ECONOMIC DEVELOPMENT
OFFICE OF THE COMMISSIONER

February 25, 1982

i

Honorable Bob Mulcahy, Chairman 

Senate Labor & Commerce Committee 

Pouch V
Juneau, Alaska 99811

Dear Senator Mulcahy:

RE: SB 749, An Act Relating to Equity Participation

You have requested the position of the Department of Commerce and Economic 

Development on the above subject bill. First, let me say that, as 
written, we would find no detrimental impact on the safety and soundness 
of those financial institutions that we regulate. This is mainly covered 
by Lines 17 and 18 which provide that the loan principal cannot be 
conditioned upon profits, earning: or income.

In general, we are in favor of the bill and would sunr>ort it. We feel 

that it will encourage financing that would not oth.rwise be available 
due to high rates. This legislation would also provide for a new source 

of participants in lendings, i.e., insurance company, that are otherwise 
prohibited without this legislation.

Provisions that provide for an exemption on one to four family owner- 
occupied dwellings will allow new methods of home financing that are 
springing up in other states. Any of these activities would not create 

any additional risk that is not already found in lending as it is; known 
today and any risk could be adequately regulated if necessary.

If you wish any further information you may contact Mr. Kirkpatrick 
direct at 465-2521.

Sincerely,

£ a J .

Edward W. Eboch 

Deputy Commissioner

WFK/cw#l0R4



Alaska State Legislature
Senate

Official Business Pouch V

Labor &  Commerce Committee juneaû AlasS'̂ sn

SB 749; Summary

Allows equity participation  in  shared appreciation mortgages for loans greater 

than $1 m illio n , and w ith terms in  excess of 15 years, and for loans to acquire a 

one vo four fam ily dwelling to be us =d as the residence of the borrower. The oblig­

ation of the borrower to repay the p rincipal nay not be conditioned upon the profits^ 

incane, or earnings of a business enterprise of the borrower. Amends existing  law 

to fa c ilita te  the flow of long term cap ita l w ithin Alaska.

CS for SB 749; Would permit equity participation  in  loans greater than $1 m illio n  

and for terms in  excess of 15 years.



H o g e  a n d  L e k i s c h

A P R O F E S S I O N A L  C O R P O R A T I O N  A N D R E W  E .  H O G E
P E T E R  A.  L E K I S C H

A T T O R N E Y S  A T  L A W  W A R R E N  G . K E L ^ C U T
A 3 7  * E "  S T R E E T ,  S U I T E  5 0 0  • A N C H O R A G E ,  A L A S K A  9 9 5 0 1  CA LV I N  R .  J O N E S

A N N  W .  R E S C H
( 9 0 7 ) 2 7 6 - 1 7 2 6  R I C H A R D  F. D E U S E R

M a r c h  3, 1 9 8 2

S e n a t o r  B c o  M u l c a h y
C h a i r m a n ,  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

R e : S e n a t e  (Bill 74 9 \)
—  \ y

D e a r  S e n a t o r  M u l c a h y :  \

W a s h i n g t o n  M o r t g a g e  C o . , Inc. (WMC) has a s k e d  m e  to 
s u b m i t  the f o l l o w i n g  c o m m e n t s  r e g a r d i n g  S e n a t e  B i l l  749.

1. W M C  s u g g e s t s  chat five (5) year;, be 
s u b s t i t u t e d  f o r  f i f t e e n  (15) y e a r s  o n  the f i f t h  l i n e  o f  the 
B i l l .  T h e  r e a s o n  for t h i s  s u g g e s t e d  c h a n g e  is t h a t  l o a n s  t h a t  
a r e  p r e s e n t l y  b e i n g  m a d e  in o t h e r  s t a t e s  h a v e  a g e n e r a l  te r m
o f  f i v e  to t e n  y e a r s  and, in o r d e r  for A l a s k a  to be c o m p e t i t i v e  
in t h e  c o m m e r c i a l  r e a l  e s t a t e  l o a n  m a r k e t ,  it s h o u l d  h a v e  a 
t e r m  r e q u i r e m e n t  no m o r e  r e s t r i c t i v e  t h a n  the r e q u i r e m e n t s  of 
t h e  p r e s e n t  n a t i o n a l  c o m m e r c i a l  r e a l  e s t a t e  loan m a r k e t .

2. T h e  l a s t  s e n t e n c e  o f  S e n a t e  B i l l  749 a p p e a r s  
to b e  c o n t r a d i c t o r y  to t h e  f i r s t  s e n t e n c e  in t h a t  it a p p e a r s
to s t a t e  t h a t  t h e  b o r r o w e r  d o e s  n o t  h a v e  to r e p a y  p r i n c i p a l  
d e p e n d e n t  u p o n  the p r o f i t s ,  i n c o m e ,  o r  e a r n i n g s  of a b u s i n e s s  
e n t e r p r i s e  o f  a b o r r o w e r .  O b v i o u s l y ,  if a b o r r o w e r  has a g r e e d  
to p a y  a p e r c e n t a g e  of p r o f i t s ,  income, o r  e a r n i n g s  in c o n s i d e r a t i o n  
f o r  a n  o t h e r w i s e  p e r m i t t e d  lo a n  and the b o r r o w e r  f a i l s  tc pay 
t h e  p r o f i t ,  i n c o m e  o r  e a r n i n g s ,  the l e n d e r  s h o u l d  h a v e  the 
r i g h t  to d e c l a r e  a d e f a u l t  a n d  r e q u i r e  the p r i n c i p a l  r e p a y m e n t .
If t h e  i n t e n t  o f  the S p e c i a l  C o m m i t t e e  on B a n k i n g  is to m e a n  
s o m e t h i n g  o t h e r  t h a n  i n d i c a t e d  abo v e ,  th e n  that i n t e n t  s h o u l d  
be  m o r e  c l e a r l y  r e f l e c t e d  in the l e g i s l a t i o n  or  in an a p p r o p r i a t e  
c o m m i t t e e  r e p o r t .

V e r y  t ruly yours,

A n d r e w  E. H o g e  
A t t o r n e y  for W a s h i n g t o n  M o r t g a g e  Co. I n c .

A E H / m s
cc: S e n a t o r  P a t r i c k  Ro d e y ,  A t t e n t i o n  J i m  K e l l y

W a s h i n g t o n  M o r t g a g e  Co . ,  Inc.



(JURY OF TELEGRAM BEING SENT TO MEMBERS OF SENATE
LABOR AND COMMERCE COMMITTEE 3/10/82

W A S H I N G T O N  M O R T G A G E  C O . ,  INC. 
2720 T h i r d  A v e n u e ,  S u i t e  300 

S e a t t l e ,  W A  9 8 1 2 1  
(206) 6 8 2 - 5 2 4 0

M a r c h  10, 1982

S e n a t o r  B o b  M u l c a h y
C h a i r m a n ,  L a b o r  and C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
R o o m  119 C a p i t o l  B u i l d i n g  
J u n e a u ,  A K  9 9 8 1 1

Re: S e n a t e  B i l l  749
U s u r y / E q u i t y  and I n c o m e  P a r t i c i p a t i o n

D e a r  S e n a t o r  M u l c a h y  a n d  C o m m i t t e e  M e m b e r s :

It h a s  c o m e  t o  o u r  a t t e n t i o n  t h a t  t h e  p r o p o s e d  c h a n g e  
in t h e  u s u r y  l a w  is c o n t i n g e n t  u p o n  t h e  m i n i m u m  l o a n  a m o u n t  
b e i n g  $ 1 , 0 0 0 , 0 0 0  a n d  t h e  m i n i m u m  t e r m  of the l o a n  b e i n g  f i f t e e n  
(15) ye a r s .  W e  h a v e  no  p r o b l e m  w i t h  t h e  m i n i m u m  l o a n  a m o u n t  
b e i n g  $ 1 , 0 0 0 , 0 0 0 ;  h o w e v e r ,  w e  d o  h a v e  a r e a l  c o n c e r n  a b o u t  
t h e  m i n i m u m  t e r m  b e i n g  f i f t e e n  (15) ye a r s .  W e  f e e l  t h a t  this 
w i l l  a d v e r s e l y  a f f e c t  t h e  a t t r a c t i o n  o f  l o n g  t e r m  c a p i t a l  to 
t h e  S t a t e  of A l a s k a .

W e  r e c o m m e n d  a m i n i m u m  of  f i v e  (5) y e a r s  w i t h  an 
a l t e r n a t i v e  c f  f i v e  (5) y e a r s  f o r  m u l t i - f a m i l y  r e n t a l  p r o j e c t s  
a n d  t e n  (10) y e a r s  for c o m m e r c i a l  p r o j e c t s .  W e  h o p e  the 
f o l l o w i n g  p a r a g r a p h s  w i l l  c l a r i f y  and s u p p o r t  t h i s  r e c o m m e n d a t i o n .

L o n g  t e r m  l e n d i n g  h a s  c h a n g e d  o v e r  t h e  p a s t  f e w  years. 
?.nflation h a s  n e c e s s i t a t e d  l e n d e r s  to n e g o t i a t e  the t e r m  of 
t h e i r  l o a n s  to m u c h  s h o r t e r  p e r i o d s  w i t h  t e n  (10) y e a r s  b e i n g  
t h e  m a x i m u m  today. M u l t i - f a m i l y  r e n t a l  h o u s i n g  l e n d i n g  f o r  the 
p a s t  f i v e  (5) to ten (10) y e a r s  has b e e n  p r i m a r i l y  p r o v i d e d  
by  t h e  t h r i f t  i n d u s t r y .  P e n s i o n  f u n d s  and l i f e  i n s u r a n c e  
c o m p a n i e s  h a v e  n o t  p r o v i d e d  t h i s  ty p e  f i n a n c i n g  and, in fact, 
a m a j o r i t y  o f  the o p e r a t i n g  p o l i c i e s  p r o h i b i t  l e n d i n g  on 
a p a r t m e n t s .

W e  h a v e  p r o v i d e d  a l o t  c f  a p a r t m e n t  l e n d i n g  in A l a s k a  
in t h e  past; h o w e v e r ,  w e  h a v e  d o n e  no a p a r t m e n t  l e n d i n g  in 
t h e  p a s t  t w o  (2) y e a r s  b e c a u s e  o f  y o u r  u s u r y  law. We  f e e l  th a t  
it is i m p e r a t i v e  to h a v e  fi v e  (5) y e a r s  as a l i m i t a t i o n  in 
Senr.te Bi l l  ’’49 for m u l t i - f a m i l y  l o a n s  if w e  a r e  to a t t r a c t  
l o n g  t e r m  c a p i t a l  to y o u r  s t a t e  to o v e r c o m e  y o u r  p r e s e n t  h o u s i n g  
s h o r t a g e .

V e r y  t r u l y  y o u r s ,

/ s /

R o g e r  J. O ' C o n n e l l  
S e n i o r  V i c e  P r e s i d e n t
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£S>SENATOR BOB MULCAHY, CHA IRMAN
CARE STATE LABOR AND COMMERCE COMM ITTEE  
ROOM 119 CA P IT O L  BLDG 

::::: JUn EO AK 996 11

REGARD ING  SENATE B I L L  #749 USURY/EQU ITY  AMD INCOME P A R T I C I P A T I O N .

I T  HAS COME TO OUR A T T EN T ION  THAT THE PROPOSED CHANGE IN THE USURY 
LA.. I S  CONT INGENT  UPON A M IN IMUM LOAN AMOUNT B E ING  ONE M I L L IO N  
DOLLARS .  THE  M IN IMUM TERM Or THE LOAN B E IN G  15 YEARS .

HE HAVE NO PROBu IM  W ITH  THE M IN IMUM LOAN AMOUNT B E IN G  ONE M I L L IO N  
DOLLARS HOHF.VER WE DO HAVE A REAL CONCERN ABOUT THE M IN IMUM TEwM 
B E IN G  15 YEARS .  HE F E E L  THAT T H I S  W ILL ADVERSELY A F F E C T  THE 
ATTRACT ION  OF LONG TERM CAP ITA L  TO THE STATE OF ALASKA .

HE RECOMMEND A M IN IMUM TERM Or F I V E  YEARS W ITH AN A LTERNA T IV E  OF r I V E  
YEARS FOR M U LT I/ FA M IL Y  RENTAL PROJECTS AND TEN YEARS FOR COMMERCIAL 
PRO J EC T S .  HE HOPE THE FOLLOW ING PARAGRAPH W ILL  HELP C L A R IF Y  AND 
SUPPORT T H I S  RECOMMENDAT ION .

LONG TERM LENDING HAS CHANGED OVER THE PA ST  FEW YEARS IN FLAT IO N  HAS 
N E C E S S IT A T E D  LENDERS TO N EGO T IA TE  THE TERM OF T H E I R  LO/w. TO MUCH 
SHORTER P E R IO D S  WITH TEN YEARS B E IN G  THE MAXIMUM TODAY.

M U L T I / F A M IL Y  RENTAL HOUSING LENDING FOR TH E PAST F I V E  TO I E )  YEA' > 
h Aw BEEN P 1.1 MAR I L Y  PROVIDED BY TH~ I T i R l F i  I n D U S T R Y .  PEisblOiJ i*Jr* Ai'.L 
L I F E  INS UN A CF A G F N C IF S  HAVE NOT PROVIDE!)  T H I S  T Y P E  F IN A N CIN G A. . .  IN 
rA C T  A MAJO.% I T Y  Or THE OPERATING P O L I C I E S  PR O H IB IT  LENDING Oi\
AHA -.Ti'.ENTS.'

.E HAVE PROVIDED A LOT Or APARTMENT LENDING IN ALASKA I T H E  PAST 
10..EVER Nb HAVE DONE NO APARTMENT L E N D I N G  THE PA S T  i..C) YEARS 
■.ECAUSE Or YOUR USURY LANG

t.E F E E L  THAT' I T  I S  IM P E R A T IV E  TO HAVE F I V E  YEARS AS THE L I  M IT  AT I o * IN 
SEr .A TE  B I L L  #749 FOR M U L T I / F A M I L Y  LOANS I F  .<!: ARE TO ATTRACT LO.P- 
TER • C A P I T A L  TO YOUR S T A T E  TO OVERCOME YOU,< PRESEN T  HOUSING S i lO . ,TAGE.

S IN C E R E
R J O'CONNELL
SEN IO R V I C E  P R E S ID E N T
>• A5HINGTON MORTGAGE CO INC

TO REPLY BY MAILGRAM. SEE INSTRUCTIONS ON REVERSE SIDE.

162s EST

SERVICE 
♦



REALTY CO. , ^ H Q ^ e S ,
619 E. 5th Ave., Anchorage, Alaska 99501 Telephone (907) 276 0000

M a r c h  I, 1 9 8 2

S e n a t o r  B o b  M u l c a h y  
' C h a i r m a n ,  L a b o r  & C o m m e r c e  C o m m i t t e e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

Re: S e n a t e  B i l l  749 

D e a r  S e n a t o r  M u l c a h y :

L a s t  y e a r  m y  p a r t n e r s  and I e n c o u n t e r e d  e x t r e m e  d i f f i c u l t y  in 
s e c u r i n g  f i n a n c i n g  for t h e  p u r c h a s e  of the A l a s k a  P a c i f i c  B a n k  
B u i l d i n g  in A n c h o r a g e  d u e  to t h e  s t a t u e  p r o h i b i t i n g  e q u i t y  
p a r t i c i p a t i o n  for the l e n d e r .  W e  w e r e  s u c c e s s f u l  in the l o n g  
ru n  b u t  o n l y  a f t e r  c o n t a c t i n g  e i g h t y - t w o  l e n d e r s .

In r e a d i n g  S e n a t e  B i l l  No. 749, I w o u l d  m a k e  the f o l l o w i n g  
r e c o m m e n d a t i o n s  for c h a n g e :

1. " i f  t h e  t e r m  o f  t h e  l o a n  is l e s s  than 15 y e a r s "  is t o o  
r e s t r i c t i v e .  M o s t  i n t e r e s t  s e n s i t i v e  l e n d e r s  w i l l  r e q u i r e  
a c a l l  b e t w e e n  the f i f t h  a n d  t e n t h  y e a r .  C l a r i f i c a t i o n
is n e e d e d .  M o s t  e q u i t y  p a r t i c i p a t i o n  l o a n s  w i l l  h a v e  an 

a m o r t i z a t i o n  of t h i r t y  (30) y e a r s  w i t h  a c a l l  a t  y e a r  ten (10) .

2. I w o u l d  p r e f e r  the b i l l  be s h o r t e n e d  a n d  e n d  w i t h
" l e s s  t h a n  $ 1 , 0 0 0 , 0 0 0 . "  B y  l i m i t i n g  e q u i t y  p a r t i c i p a t i o n  
l o a n s  to l o a n s  o v e r  $ 1 , 0 0 0 , 0 0 0 ,  the l e g i s l a t u r e  is a u t o m a t i c a l l y  
p r o t e c t i n g  the s m a l l ,  u n s o p h i s t i c a t e d  i n v e s t o r  f r o m  p r i v a t e  
l o a n  s h a r k s .

In e s s e n c e ,  I d o  n o t  f e e l  t h a t  the g o v e r n m e n t  s h o u l d  be i n v o l v e d  
in r e s t r i c t i n g  f r e e  e n t e r p r i s e .  If a p u r c h a s e r  c a n  o b t a i n  a 
s a t i s f a c t o r y  y i e l d  t h r o u g h  an e q u i t y  p a r t i c i p a t i o n  l o a n  w i t h  
a l e n d e r ,  the s t a t e  g o v e r n m e n t  s h o u l d  not p r o h i b i t  s u c h  a 
t r a n s a c t i o n .

If we w i s h  to k e e p  o u r  e c o n o m y  h e a . t h y  in A l a s k a ,  we  m u s t  n o t  
p r o h i b i t  b u y e r s  f r o m  o b t a i n i n g  e q u i t y  p a r t i c i p a t i o n  l o a n s  on  
w h a t e v e r  t e r m s  a r e  a c c e p t a b l e  to the buy e r .  R e n t a l  r a t e s  a r e  
i n s u f f i c i e n t  to s u p p o r t  t h e  c u r r e n t  h i g h  i n t e r e s t  r a t e s  o n  a 
s t r a i g h t  m o r t g a g e .  A s  o w n e r s  a n d  p u r c h a s e r s  o f  r e a l  e s t a t e ,  wc 
n e e d  t h e  l a t i t u d e  to n e g o t i a t e  the b e s t  l o a n  p a c k a g e  a v a i l a b l e  
a n d  t h a t  is o f t e n  an e q u i t y  p a r t i c i p a t i o n  loan.

P l e a s e  k e e p  m e  i n f o r m e d  as  to the p r o g r e s s  o f  S e n a t e  B i l l  749.
T h a n k  y o u .

M a r i g a l e  C o m p t o n  C C I M  

M C / d d \E mls



OFFICE OF THE COMMISSIONER

POUCHD
JUNEAU, ALASKA 95811 
PHONE: 465-2500

DEPARTMENT OF COMMERCE d  
ECONOMIC DEVELOPMENT

February 25, 1982

Honorable Bob Mulcahy', Chairman 

Senate Labor & Commerce Committee 

Pouch V
Juneau, Alaska 99811

Dear Senator Mulcahy:

RE: SB 749, An Act Relating to Equity Participation

You have requested the position of the Department of Commerce and Economic

Development on the above subject bill. First, let me say that, as 

written, we would find no detrimental impact on the safety and soundness 
of those financial institutions that we regulate. This is mainly covered
by Lines 17 and 18 which provide that the loan principal cannot be
conditioned upon profits, earnings or income.

In g e n e r a l  we are in favor of the bill and would support it. We feel 
that it will encourage financing that would not otherwise be available 
due to high rates. This legislation would also provide for a new source 

of participants in lendings, i.e., insurance company, that are otherwise 
prohibited without this legislation.

Provisions that provide for an exemption on one to four family owner-

occupied dwellings will allow new methods of home financing that are 
springing up in other states. Any of these activities would not create 

any additional risk that is not already found in lending as it is. known

today and any risk could be adequately regulated if necessary.

If you wish any further information you may contact Mr. Kirkpatrick 
direct at 465-2521.

Sincerely,

< £ ca.'■

Edward W. Eboch 

Deputy Commissioner

WFK/cw#l0R4
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COPY OF TELEGRAM fi£ ING SENT TO MEMBERS OF SENATE
LABOR AND COM?- ERCE COMMITTEE 3/? 0/82

W A S H I N G T C  
2 7 2 0  T h i l  

S e a t  

(2

M s

S e n a t o r  B o b  M u l c a h y
C h a i r m a n ,  L a b o r  a n d  Conunejrce c o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e .
R o o m  1 1 9  C a p i t o l  B u i l d i n g  
J u n e a u ,  A K  9 9 8 1 1

Re: S e n a t e  B i l l  7 4 9
U s u r y / E q u i t y  a n d  I n c

D e a r  S e n a t o r  M u l c a h y  a n d

I t  h a s  c o m e  t o  
in t h e  u s u r y  l a w  i s  c o n t i  

b e i n g  $ 1 , 0 0 0 , 0 0 0  a n d  t h e  

(15) y e a r s .  W e  h a v e  n o  p  
b e i n g  $ 1 , 0 0 0 , 0 0 0 ;  h o w e v e r  
t h e  m i n i m u m  t e r m  b e i n g  f i  
w i l l  a d v e r s e l y  a f f e c t  t h e  
t h e  S t a t e  o f  A l a s k a .

a l t e r n a t i v e  o f  f i v e  (5) y

N  M O R T G A G E  C O . ,  INC, 
d  A v e n u e ,  S u i t e  3 0 0  

t i e ,  W A  9 8 1 2 1  
06) 6 8 2 - 5 2 4 0

r c h  1 0 ,  1 9 8 2

o m e  p a r t i c i p a t i o n

C o m m i t t e e  M e m b e r s :

D u r  a t t e n t i o n  t h a t  t h e  p r o p o s e d  c h a n g e  
i g e n t  u p o n  t h e  m i n i m u m  l o a n  a m o u n t  

n i n i m u m  t e r m  o f  t h e  l o a n  b e i n g  f i f t e e n  

r o b l e m  w i t h  t h e  m i n i m u m  l o a n  e x m ount 
w e  c?r» h a v e  a  r e a l  c o n c e r n  a b o u t  

Et-een (15) y e a r s .  W e  f e e l  t h a t  t h i s  
a t t r a c t i o n  o f  l o n g  t e r m  c a p i t a l  t o

W e  r e c o m m e n d  a n i n i m u m  o f  f i v e  (5) y e a r 6 w i t h  a n
MT. *___   # p \ _ ___  % ,  • m* . « m

a r s  f o r  m u l t i - f a m i l y  r e n t a l  p r o j e c t s
a n d  t e n  (10) y e a r s  f o r  c o n m e r c i a l  p r o j e c t s .  W e  h o p e  t h e
0“  ^  .  a m. at a  • • >  .  .  a
f o l l o w i n g  p a r a g r a p h s  w i l l

L o n g  t e r m  lendi,. 
I n f l a t i o n  h a s  n e c e s s i t a t e d  
t h e i r  l o a n 3  t o  m u c h  s h o r  
t h e  m a x i m u m  t o d a y .  ' '■w . M u l t i

s t  f i v e  (5) t o  t e n  (10) 
t h e  t h r i f t  i n d u s t r y ,  

m p a n i e s  h a v e  n o t  p r o v i d ^  
m a j o r i t y  o f  t h e  o p e r a t i n  
a r t m e n t s .

)g h a s  c h a n g e d  o v e r  t h e  p a s t  f e w  y e a r s ,  

l e n d e r s  t o  n e g o t i a t e  t h e  t e r m  o f  
:er p e r i o d s  w i t h  t e n  (10) yeax's b e i n g  
f a m i l y  r e n t a l  h o u s i n g  l e n d i n g  f o r  t h e  
y e a r s  h a s  b e e n  p r i m a r i l y  p r o v i d e d  
e n s i o n  f u n d s  a n d  l i f e  i n s u r a n c e  

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

<>d

W e  h a v e  p r o v i d e d  

i n  t h e  p a s t ;  h o w e v e r ,  w e  
t h e  p a c t  t w o  (2) y e a r s  b e £  
i t  i c  i m p e r a t i v e  t o  h a v e  
S e n a t e  D i l l  7 4 9  f o r  m u l t i  
l o n g  t e r m  c a p i t a l  t o  y o u r  
s h o r t a g e .

 _ L 0 _

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

Y  a l o t  o f  a p a r t m e n t  l e n d i n g  i n  A l a s k a  
h a v e  d o r e  n o  a p a r t m e n t  l e n d i n g  i n  
^ a u s e  o f  y o t r  u s u r y  l a w .  v;c f e e l  t h a t  
i v e  (5) y e a r s  a s  a l i m i t a t i o n  i n  
f a m i l y  l o a n s  i f  w e  a r e  t o  a t t r a c t  
s t a t e  t o  o v e r c o m e  y o u r  p r e s e n t  h o u s i n g

V e r y  ti'uly y o u r c ,

/ s /

R o g e r  J. O ' C o n n e l l  
S e n i o r  V i c e  P r e s i d e n t



§ 45.09.504 A l a s k a  S t a t u t e s  S u p p l e m e n t § 45.45.010

Under the standard of subsection (e) of 
this section, the courts have utilized a 
flexible, ad hoc approach to determine, by 
an essentially factual inquiry, the extent 
to which an error in the financing 
statement would be misleading to one 
undertaking a reasonable search. 
Dietrich-Post Co. v. Alaska Nat’l Bank, 
638 F.2d 117 (9th Cir. 1981).

Where a financing statement and its

underlying loan documents mistakenly 
identified a debtor as the predecessor part­
nership rather than the corporp Jon, the 
financing statement was seriously 
misleading and the lender had no 
perfected security interest in the assets of 
the corporation. Dietrir.n-Post Co. v. 
Alaska Nat'l Bank, 638 F.2d 117 (9th Cir. 
1981).

A rticle 5. Default.

Sec. 45.09.504. Secured party’s right to dispose o f collateral 
after default; e ffect o f  disposition.

NOTES TO DECISIONS

Noncompliancc with subsection (c).
In accord with lBt paragraph in original. 

Seo Hoch v. ElliB, Sup. Ct. Op. No. 2346 
(File No. 4475), 627 P.2d 1060 (1981)..

If a sale was deficient with respect to 
either notice or commercial reason- 
ablcnoBB, then a burden is placed upon the 
Bccured party to rebut the presumption 
that the fair market valuo of the collateral 
was at least equal to tho amount of the 
outstanding debt. Hoch v. Ellis,* Sup. Ct. 
Op. No. 2346 (File No. 4475), 627 P.2d 
1060 (1981).

The burdon is on the secured pnrty to 
prove by clear and convincing ovidoncc the 
value of the collateral. Hoch v. Ellis, Sup.

Ct. Op. No. 2346 (File No. 4-175), 627 P.2d 
1060 (1981).

If the secured party fails to rebut the 
presumption that the fair market value 
of tho collateral was at least equal to the 
amount of the outstanding debt, then ‘ he 
presumption leads to the conclusion tnat 
the entiro debt is discharged. Hoch v. Ellis, 
Sup. Ct. Op. No. 2346 (File No. 4475), 627 
P.2d 1060 (1981).

Factors in determining value o f col­
lateral. — The local economic market at 
the time of aule is a recognized factor in 
determining the value of the collateral. 
Hoch v. Ellis, Sup. Ct. Op. No. 2346 (File 
No. 4475), 627 P.2d 1060 (1981).

Chapter 45. Trade Practices.
Article 

i. Interest (§ 45.45.010)

Article 1. Interest.
Section
10. Legal rale of interest

Sec. 45.45.010. Legal rate o f interest, (a) The rate o f interest in 
the state is 10.5 percent a year and no mote on money after it is due 
except as provided in (b) of this section.

(b) No interest may be charged by express agreement of the parties 
in a contract or loan commitment which is mere than five percentage 
points above the unnual rate charged member banks for advances by 
the 12th Federal Reserve District on the day on which the contract or 
loan commitment is made. A contractor loan commitmei t in which the 
principal amount exceeds $25,000 is exempt from the limitation of this 
subsection.
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§ 45.50.471 T r a d e  a n d  C o m m e r c e § 45.50.471

(c) Repealed by § 3 ch 84 SLA 1973.
(a) Repealed by § 2 ch 94 SLA 1981.
(e) Repealed by § 4 ch 146 SLA 1974.
(f) No bank, savings and loan institution, pension fund, insurance 

company or mortgage company may require or accept any per cent of 
ownership or profits above its interest rate.

(g) Loan contracts and commitments covering one* to four-family 
dwellings may be prepaid * .chout penalty, except federally insured 
loans that require a prepayment penalty.

(h) If the limitations on interest fates provided for in this section are 
inconsistent with the provisions of any other statute covering maxi­
mum interest, service charges or discount rates then the provisions of 
the other statute prevail. (§ 25-1-1 ACLA 1949; am § 20 ch 143 SLA 
1968; am § 2 ch 69 SLA 1969; am §§ 1, 2 ch 94 SLA 1969; am §§ 1, 2 
ch 239 SLA 1970; am §§ 1 — 3 ch 84 SLA 1973; am §§ 1 — 4chl46SL A  
1974; am § 1 ch 110 SLA 1976; am § 1 ch 159 SL\ 1976; am § 2 ch 107 
SLA 1980; am §§ 1, 2 ch 94 SLA 1981)

Cross references. — As to alternate preceding "is exempt!!- in the second sen-
tochnolog" and power resource loans, see tence. The amendment also repealed sub-
AS 45.88.1...0(e), section (d) which read "Notice of the

Effoct o f amendments. — The 1981 annual rate charge member banks for
amendment, effective July 27, 1981, in advances by the 12th Federal Reserve Dis-
subsection (b), deleted "dated after June 4, trict prevailing on the 25th day of the
1976" following "contract or loan commit- month preceding the commencement of
ment" nnd substituted "on the day on" for each calendar quarter required for the
"that prevailed on the 25th day of the maximum interest rate computation
month preceding the commencement of under (b) of this section shall bo provided
the ealendnr quarter during” preceding by the Department of Commerce nnd Eco-
"which the contract" in the first sentence nomic Development.”
and substituted "$25,000" for "$100,000"

NOTES TO DECISIONS

Cited in State v. Alaska Continental 
Dev. Corp., Sup. Ct. Op. No. 2254 (File 
No*. 4121. 4122), 630 I\2d 977 <1980i.

Chapt er 50. Competitive Practices and Regulation 
of Competition.

Article 4. Unfair Trade Practices and Consum er Protection.

Sec. 45.50.-*7I. Unlawful acts and practices.

NOTES TO DECISIONS

Similarity to federal law. — The pro- trude or commerce" is substantially sim-
lion Ul this section against "unfair ilar to that contained in section 5(a)(1) of

methods of competition nnd unfair or the Federal Trade Commission Act, 15
ecvptive acts or practices in the conduct of U.S.C.. # Me id It..., v.
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REQUEST
B i l l / R e s o l u t i o n  N o .________________________________________
T i t l e  An Act relatino to equity participation

SB 749

R equested  by Labor and Commerce. D a te

I I .  F IS C A L  D ETA IL  
A g e n c y  A f f e c t e d _ Commerce and Economic Development
P ro g ra m  C a t e g o r y  A f f e c t e d  Consumer Protection
B RU , P r o g r a m , O r S u b p r o g r a m ( s )  A f f e c t e d  F i n a n c i a l  T r r s t i t n t . in n * ;
( N o t e :  I f  m o re  t h a n  o n e  b u d g e t  c o m p o n e n t  i s  a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

a m o u n ts  a n d  f u n d i n g  f o r  e a c h  c o m p o n e n t  i n  t h e  a n a l y s i s  s e c t i o n . )

EXPEND ITURES (T h o u s a n d s  o f  D o l l a r s )

FY  8 2 FY 8 3 FY  8 4 FY 8 5 FY 8 6 FY  87

1 0 0  PERSONAL SERV ICES
2 0 0  TRAVEL
3 0 0  CONTRACTUAL
4 0 0  COMMODITIES
5 0 0  EQUIPMENT
6 0 0  LAND & STRUCTURES
7 0 0  G RA N TS ,C LA IM S ,ETC .

0
0
0
0
0
0

— ar* 1 ----
TOTAL 0

FUNDING (T h o u s a n d s  o f  D o l l a r s )

GENERAL FUND
FEDERAL FUNDS
OTHER ( S p e c i f y  S o u r c e )

PO S IT IO N S

FULL TIME 0
PART TIME 0TEMPORARY rh

P

I I I .  ANALYS IS  (S e e  F i s c a l  N o te  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  I I I )

I V .  d a t e  February 18, 1982 W i l l i s  F. K i r k p a t r i c k ,  Di r e
O r i g i n a l :  L e g i s l a t i v e  F in a n c e  
c c :  B u d g e t  a n d  M an agem en t

P r im e  S p o n s o r  ( F i r s t  L e a i s l a t o :  
2 * - C : ;  ( R e v .  1 2 / 8 1 )

.PREPARED BY_______________________
AGENCY Bankinc. Securities 
PHONE 4 6 5 - ? 5 ? i __________________

Sit. Loans
rector 
L.Carp,

Name o'!





V IN C E N T  W. JO N E S  
GE N E RA LC O U N SE L

Sears, Roebuck and Co
WESTERN LAW OFFICES 

900 SOUTH FREMONT AVENUE 
ALHAMBRA, CALIFORNIA 91802 

February 17, 1982

R. S T A N L E Y  H A L L  37 4 -4 4 37  
IR W IN  G . A R K Y  3 7 4 -4 4 31  
C H A R L E S  P. M c K E N N E Y  374-4334 
N E I L  A . Q  R A N G E R  574-4 451 
A N N  K A N E  SM ITH  37 4 -4 0 4 4  
J U L I A  B E L L  574-4431 
R. W I L L I A M  SM IT H  374*4431 
P A T R IC I A  A . F IS H E N  374-4434 
J A M E S  A .  M U R P H Y  574-4412 
D A V I D  P. W A R R E N  574-4414 
J O S t P H  M . M O R A L E S  374-4414 
H A R R ' . A H L S T R A N D  574-4424 
M I C H A E L  C .  W IC K  374-4 723

Don Magr.usson 
E xe cu tiv e  D ire c to r  
A laska  R e t a i l  A sso c ia tio n  
310 Second S tre e t  
Juneau, AK 99801

Dear Don:

I  have a thought and a question  about th is  b i l l .

F i r s t ,  the thought. In  order to be te c h n ic a lly  c o r r e c t , 
the t i t l e  o f the b i l l  ought to be "An Act r e la t in g  to the 
d e reg u la tio n  of in te re s t  ra te s  and se rv ic e  charges; and 
p rov id ing  fo r  an e f fe c t iv e  d a te ."

N ext, the q u estio n . Do you know why a t  page 3, l in e  1 , 
the phrase "balances from month to month" was changed to 
"balance"? Whatever the r a t e , d o esn 't i t  have to be 
app lied  to a monthly b a lan ce , or balance from month to 
month? I f  there  is  only one b a lan ce , which one i s  i t  and 
when i s  i t  s tru ck ?

Re: A laska  SB 750 - Rate D eregu lation

S in c e re ly  yours

C\  __________ ,

CPM: b l D

c c : John Andrew
J .  M. Morales



SECTION 7 REPEALERS:

(b) Notwithstanding the provisions o f (a) o f this section, a licensee 
who m akes open-end loans under A S 06.20.010 —  06.20.920 onwho 
makes a loan under AS 06.20.010 —  06.20.920 exceeding $5,000 but 
not exceeding $25,000 may elect to charge, contract for, and receive

-interest not to exceed the greater o f
(1) one and one-half percent a month; or
(2) eight percentage points above the Federal Reserve diKcnunt rate 

9 P 90-dav commercial paper charged to  banks for advances by the 12th 
Federal Reserve District on the first day of the month before the calen­
dar quarter during which the loan is made.

(c) Interest on loans under (b) o f  this section shall be computed' 
according to the actuarial method jn  the entire unpaid pimcipal bal-
 a  mm J U i   ........1 m  A C  A C  o n  O B n n . \  /C  • *<?/.%  nr, CT I ~m m » » . —  ' I

R e p e a ls : AS 0 6 .4 5 .0 6 0 (5 )  (A) ( v i )
the rate of interest may not exceed the greater of 15% a year or the

r a t e  s p e c i f i e d  a s  AS 4 5 .4 5 .0 1 0 (b )

IAS 06.20.230 (b) and (c)

R e p e a ls  AS 4 5 .4 5 .0 1 0  (b)

(b) N o interest may be charged by express agreement o f the parties 
in  a contract or loan com m itment which is m ore thnn five percentage 
points above the annual rate charged m em ber banks for advances by 
the 12th Federal Reserve District on the day on which the contract or 
loan com m itm ent is made. A  contract or loan commitment in which the 
principal am ount exceeds $25,000 iB exempt from the limitation o f this 
subsection.

4
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PUBLIC LAW  96-221— MAR. 31, 1980 

TITLE V -STATE USURY LAWS 

Paiit A—M o k tcac e  U sury  L aw s

MORTGAGES

- -  S ec. 501. (aXl) The provisions of the constitution or the laws of any 
State expressly limiting the rate or amount of interest, discount 
points, finance charges, or other charges which may be charged, 
taken, received, or reserved shall not apply to any loan, mortgage, 

. credit sale, or advance which is—
5 K-. (A) secured by a first lien on residential real property, by a first
5 r  ‘ lien on stock in a residential cooperative housing corporation 

where the loan, mortgage, or advance is used to finance the 
acquisition of such stock, or by a first lien on a residential 
manufactured home;

(B) made after March 31,1980; and
(C) described in section 527(b) of the National Housing Act (12 

U.S.C. 1735f-5(b)), except that for the purpose of this section—
(i) the limitation described in section 527(bXl) of such Act 

that the property must be designed principally for the 
occupancy of from one to four families shall not apply;

(ii) the requirement contained in section 527(bXl) of such 
Act that the loan be secured by residential real property 
shall not apply to a loan secured by stock in a residential 
cooperative housing corporation or to a loan or credit sale 
secured by a first lien on a residential manufactured home;

(iii) the term "federally related mortgage loan” in section 
527(b) of such Act shall include a credit sale which is secured 
by a first lien on a residential manufactured home and 
which otherwise meets the definitional requirements of 
section 527(b) of such Act, as those requirements are modi­
fied by this section;

(iv) the term “ residential loans" in section 527(bX2XD) of 
such Act shall also include loans or credit sales secured by a 
first lien on a residential manufactured home;

(v) the requirement contained in section 527(bX2XD) of 
such Act that a creditor make or invest in loans aggregating 
more than $1,000,000 per year shall not apply to a creditor 
selling residential manufactured homes financed by loans or 
credit sales secured by first liens on :esidential manufac­
tured homes if the creditor has an arrangement to sell such 
loans or credit sales in whole or in part, or if such loans or 
credit sales are sold in whole or in part to a lender, institu­
tion, or creditor described in section 527(b) of such Act or in 
this section or a creditor, os defined in section 103(0 of the 
Truth in Lending Act, as such section was in effect on the 
day preceding the date of enactment of this title, if such 
creditor makes or invests in residential real estate loans or 
loans or credit sales secured by first liens on residential 
manufactured homes aggregating more than $1,000,000 per 
year; and

(vi) the term "lender" in section d27(bX2XA) of such Act 
shall also be deemed to include any lender approved by the 
Secretary of Housing and Urban Development for participa­
tion in any mortgage insurance program under the National 
Housing Act.

M'

rXtij

J & * ' -
w bvjj;'

94 STAT. 161

12 use nxsr-7
note.

“Federally" 
related mortgage 
loan."

"Residential
loans."

IS USC 1602.

"Lender."



94 STAT. 162 PUBLIC LAW  96-221 -M A R . 31,1980

"Depository
institution."

Exemption.

12 USC 1813.

Effective dote.
j j .i  -x ..

Exemption, 
State action.

(2KA) The provisions o f the constitution or law of any State 
expressly limiting the rate or amount of interest v/hich may be 
charged, taken, received, or reserved shall not apply to any deposit or
account held b,by, or other obligation of a depository institution, 
purposes o f this paragraph, the terra * depository institution”

For

means—
(i) any insured bank as defined in section 3 of the Federal 

Deposit Insurance Act (12 U.S.C. 1813);
(ii) any mutual savings bank as defined in section 3 of the 

Federal Deposit Insurance Act (12 U.S.C. 1813);
(iii) any savings bank as defined in section 3 of the Federal 

Deposit Insurance Act (12 U.S.C. 1813);
(iv) any insured credit union as defined in section 101 of the 

Federal Credit Union Act (12 UJS.C. 1752);
(v) any member as defined in section 2 o f the Federal Home 

Loan Bank Act (12 U.S.C. 1422); and
(vi) any insured institution as defined in section 408 of the 

National Housing Act (12 U.S.C. 1730a).
(B) This paragraph shall not apply to any such deposit, account, or 
................... ich is payable only at an office of an insured bank, asobligation whic'

defined in section 3 of the Federal Deposit Insurance Act, located in 
the Commonwealth of Puerto Rico,

(bXD Except as provided in paragraphs (2) and (3), the provisions of
lOisubsection (aXl) shall apply to any loan, mortgage, credit sale, or 

advance made in any State on or after April 1,1980.
(2) Except as provided in paragraph (3), the provisions of subsection 

(aXl) shall not apply to any loan, mortgage, credit sale, or advance
made in any State after the date (on or after April 1,1980, and before 
April 1, 1983) on which such State adopts a law or certifies that the 
voters of such State have voted in favor of any provision, constitu­
tional or otherwise, which states explicitly and by its terms that such
State does not want the provisions of subsection (aXl) to apply with

ide in such

Discount poinU, 
limitation.

respect to loans, mortgages, credit sales, and advances mad 
State.

(3) In any case in which a State takes an action described in 
paragraph (2), the provisions of subsection (aXl) shall continue to 
apply to—

(A) any loan, mortgage, credit sale, or advance which is made 
after the date such action was taken pursuant to a commitment 
therefor which was entered during the period beginning on 
April 1, 1S80, and ending on the date on which such State takes 
such action; and

(B) any loan, mortgage, or advance which is a rollover of a lonn, 
mortgage, or advance, us described in regulations of the Federal 
Home Lonn Bank Board, whi9h wns made or committed to be 
made during the period beginning on April 1,1980, and ending on 
the date on which such State takes any action described in 
paragraph (2).

(4) At any time after the date of enactment of this Act, nny State 
may adopt a provision of low placing limitations on discount points or 
such other charges on any loan, mortgage, credit sale, or advance 
described in subsection (aXl).

(c) The provisions of subsection (aXl) shall not apply to a loan, 
mortgage, credit sale, or advance which is secured by a first lien on a 
residential manufactured home unless tho terms and conditions
relating to such loan, mortgage, credjt sale, or advance comply with

escribedconsumer protection provisions specified in regulations prescribed by 
the Federal Home Loan Bnnk Board. Such regulations shall—

PUBLI
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PUBLIC LAW  96-221— MAR. 31,1980

(1) include consumer protection provisions with respect to 
balloon payments, pr epayment penalties, late charges, and defer­
ral fees;

(2) require a 30-day notice prior to instituting any action 
leading to repossession or foreclosure (except in the case of 
abandonment or other extreme circumstances);

■vj,,, (3) require that upon prepayment in full, the debtor shall be
entitled to a refund of the unearned portion of the precomputed 

•?jr" finance charge in an amount not less than the amount which 
3??*’ would be calculated by the actuarial method, except that the 
Ifcii s^all not te entitled to a refund which is less than $1; and

(4) include such other provisions as the Federal Home Loan 
Bank Board may prescribe after a finding that additional protec­
tions are required.

(d) The provisions of subsection (c) shall not apply to a loan, 
.^mortgage, credit sale, or advance secured by a first lien on a 
presidential manufactured home until regulations required to be 
^issued pursuant tc paragraphs (1), (2), and (3) of subsection (c) take 
“̂ effect, except that the provisions of subsection (c) shall apply in 'die 
^*case of such a loan, mortgage, credit sale, or advance made prior to 
v the date on which such regulations take effect if the loan, mortgage, 
-^credit sale, or advance includes a precomputed finance charge and 
•*’does not provide that, upon prepayment in full, the refund o f the 
^unearned portion of the precomputed finance charge is in an amount 
iFnot less the amount which would be.* calculated by the actuarial 
^method, except that the debtor shall not be entitled to a refund which 
Hiifl less than $J„ The Federal Home Loan Bank Board shall issue 
^regulations pursuant to the provisions of paragraphs (1), (2), and (3) of

subsection (c) that shall take effect prospectively not less than 30 days 
Rafter publication in the Federal Register and not later than 120 daya 
^  from the date of enactment of this A ct

(e) For the purpose cf this section—
(1) a "prepayment" occurs upon—

(A) the refinancing or consolidation of the indebtedness;
(B) the actual prepayment of the indebtedness by the 

consumer whether voluntarily or following acceleration of 
the payment obligation by the creditor, or

(C) the entry of a judgment for tho indebtcdnfst: in favor of 
" the creditor;

(2) the term "actuarial method” means the method of allocat­
ing payments made on a debt between the outstanding balance of 
the obligation nnd the precomputed finance charge pursuant to 
which a payment is applied first to the accrued precomputed 
finance cnarge and any remainder .is subtracted from, or any 
deficiency is added to, the outstanding balance of the obligation;

(3) the term "precomputed finance charge" means interest ora 
time price differential within the meaning of sections 106(a) (1) 
and (2) of the Truth in Lendi. ; Act (15 U.S.C. 1605(a) (1) and (2)) 
as computed by an add-on or discount method; and

(4) the term "residential manufactured home" means a mobile 
home as defined in section 603(0 of the National Mobile Home 
Construction and Safety Standards Act of 1974 which is used us a 
residence.

 ̂ (0 The Federal Home Loan Bank Board is authorized to issue rules
■; and regulations and to publish interpretations governing the imple- 
’  . mentation of this section.
&  (g) This section takes effect on April 1,1980.

94 STAT. 163

Regulations.

Definitions.

42 USC 5402.

Rules and 
regulations.

Effective date.
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P a r t  B — B u s in e s s  a n d  A g r i c u l t u r a l  L o a n s

BUSINESS AND AGRICULTURAL LOANS

S e c .  511. (a) If the applicable rate prescribed in this section exceeds 
the rate a person would be permitted to charge in the abse ice o f this 
section, such person may in the case of a business or agricultural loan 
in the amount o f $25,000 or more, notwithstanding any State consti­
tution or statute which is hereby preempted for the purpose.' of this 
section, take, receive, reserve, and charge on uny such loan, interest 
at a rate o f not more than 5 per centum in excess o f the discount rate, 
including any surcharge thereon, on ninety-day commercial paper in 
effect at the Federal Reserve bank in the Federal Reserve district
where the person is located.

(b) If the rate prescribed in subsection (a) exceeds the rate such 
person would be permitted to charge in the absence o f this section, 
and such State imposed rate is thereby preempted by the rate 
described in subsection (a), the taking, receiving, reserving, or charg­
ing a greater rate than is allowed by subsection (a), when knowingly 
done, shall be deeme^ a forfeiture of the entire interest which the 
loan carries with it, or which has been agreed to be paid thereon. If 
such greater rate o f interest has been paid, the person who paid it 
may recover, in a civil action commenced in a court o f appropriate 
jurisdiction not later than two years after the date of such payment, 
an amount equal to twice the amount of interest paid f-om the person 
taking, receiving, reserving, or charging such interest.

f f f e „t i v e  d a t e  o f  p a r t  b

Sec. 512. The provisions of this part shall apply only with respect to 
business or agricultural loans in amounts of $25,000 or more made in 
any State during the period beginning on April 1,1980, and ending on
the earlier of—

(1) April 1,1983; or
(2) the date, on or after April 1, 1980, on which such State 

adopts a law or certifies that the voters of such State have voted 
in favor of any provision, constitutional or otherwise, which 
states explicitly and by its terms that 6uch State does not want 
the provisions of this part to apply with respect to loans made in 
such State,

except that such provisions shall apply to any loan made on or after 
such earlier date pursuant to a commitment to make such loan which 
was entered into on or after April 1, 1980, and prior to such earlier
date.

P a r t  C—O t h e r  L o a n s

INSURED BANKS

Sec. 521. The Federal Deposit Insurance Act (12 U.S.C. 1811 et sttj.) 
is amended by adding at the end thereof the following new section 

“Sec. 27. (a) In order to prevent discrimination against State- 
chartered insured banks, including insured savings banks and in­
sured mutual savings banks, or insured branches of foreign bank.1 
with respect to interest rates, if the applicable rate prescribed in this 
subsection exceeds the rate such State bank or insured branch of a 
foreign bank would be permitted to charge in the absence of thii 
subsection, such State bank or such insured branch of a foreign bank 
may, notwithstanding any State constitution or statute which u

hereby preempted for tfi 
reserve, and charge on an; 
bill of exchange, or other 
more than 1 per centum li 
commercial paper in efft 
Federal Reserve district’’’ 
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of the State, territory, orV 
c-ver may be greater.
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yji “(b) If the rate prescribed ii 
^institution would be permitti 
■®*ection, and such State fixed i 
^described in subsection (a), the. 
•Jlrig a greater rate of interest t 
-ywhen knowingly done, shall i 
’̂ Interest which the note, bill, or 
ter which has been agreed to b 
,interest has been paid, the per 
: action commenced in a court; 
than two years after the date <

• twice the amount of the intere 
wceiving such interest.” .
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UNQVENCY DATA

ing and Urban Development shall 
asibility of collecting data pertain* 
encies on an appropriate regional 
cable, but not later than April 1, 
port containing the results of such

O SECTION 234

if section 234(c) of the National 
ing after J'Act)" the following; "or 
irantee, Insurance, or a direct loan 
‘ States Code” .

'tALL CROUP HOMES AND SIMILAR 
HE HANDICAPPED

Housing Act of 1959 is amended by 
Lowing: In the case of housing to 
rimarily nonelderly) persons, such 
iring existing housing and related 
alion, alteration, conversion, oi 
ate rehabilitation, thereof, and the 
lousing and related facilities are

F PREMIUM CHARGES

Housing Act is amended by adding 
d thereof:

IF PREMIUM CHARGES

ovisions of titles I, II, IV, VII, VIII, 
payment of loan or mortgage 

inancial institution, other mortga- 
ll Government in connection with a 
am established pursuant to any of 
quire that payment, of such premi- 
receipt from the borrower; except 

nayment of such premiums within 
eipt if the financial institution, 
interest, at a rate specified by the 
ir the period beginning twenty days 
and ending upon payment of the 
ent.” .

IE SECTION 203 (k )  REHABILITATION 
NCE PROGRAM

National Housing Act is amended 
e and inserting in lieu thereof the 
' with respect to loans secured by a 

this subsection shall be paid in 
it that all references in section 204 
nee Fund shall he construed as 
ice Filnd. Insurance benefits paid 
y a mortgage other than a first
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mortgage and insured under this subsection shall be paid in accord­
ance with paragraphs (6) and (7) of section 220(h), except that 12 DSC 1715k 
reference to ‘this subsection' in such paragraphs shall be construed as 
referring to this subsection.” .

VALLEY HOMES MUTUAL HOUSINC CORPORATION

Sec. 322. (a) Notvrithstanding any other provision of law, Valley 
Homes Mutual Housing Corporation, obligor on a note and mortgage 
secured by a multifamily housing project located at 972 Medosch 
Avenue, Lincoln Heights, Ohio and held by the Government National 
Mortgage Associ?' ‘on, is hereby relieved of all liability to the Govern­
ment for the cut ending principal balance on the above mentioned 
mortgage; fcr the amount of accrued out unpaid interest, thereon; and 
for taxes, insurance, and other charges previously paid by the 
Government. This release from liability is in full settlement of all 
present and any future claims Valley Homes Mutual Housing Corpo­
ration, its successors and assigns nay h ive against the United States 
or any of its Agencies concerning the mortgagor’s purchase of the 
mortgaged premises from the Public Housing, Administration in 1954.

(b) The Pres'dent of the Government National Mortgage Associ­
ation is authorized and directed to release Valley Homes Mutual 
Housing Corporation from its liability to the Association and to 
discharge the mortgage note secured by the mortgage on the multi­
family housing project located at 972 Medosch Avenue, Lincoln 
Heigh's, Ohio.

(c) No amount in excess of ten per centum of the principal and 
interest due upon the mortgage released under subsection (b) of this 
provision shall be paid to or received by an attorney or other person 
in consideration for services rendered in connection with the claims 
of Valley Homes Mutual Housing Corporation against the United 
States or any of its Agencies referred to in subsection (a) of this 
provision. Any person who violates this subsection shall be fined not Penalty, 
more than §1,000.

STUDY OI' FACTORY-BUILT HOUSING

Sec . 323. The Secretaiy of Housing and Urban Development shall 
study the feasibility of utilizing factory-built and other appropriate 
types of housing (other thun the traditional type of site-built housing), 
to the extent practicable, in carrying out housing programs for 
Indians and Alaskan Native, and shall, not later than eighteen 
months after the date of enactment of this Act, transmit a report to 
the Congress containing the findings and conclusions of such study, 
including a comparison of the costs and benefits of utilizing the 
traditional type rt site-built housing and of utilizing other types of 
housing in situations in which either type of housing could be used.

USURY PROVISIONS

S ec. 324. (a) Section 501(a)(1)(A) of the Depository Institutions 
Deregulation and Monetary Control Act of 1980 is amended—

(1) by striking cut “stock” the first place it appears and 
inserting in lieu thereof “all stock allocated to a dwelling unit”; 
nnd

(2) by striking out "whcie the loan, mortgage, or advance is 
used to finance the acquisition of such stock” .

Study; report to 
Congress.
12 USC 1715d 
note.

Ante. p. 161.

o \ i e - T
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Anltf, p. 164. 

Definitions.

Ante, p. 164,.

Ante, p. 1614.

Effective dnte.
12 USC 8G« note. 
Ante, p. 164.

Ante, p. 161.

(b) Section -511 of such Act is amended by redesignating subsection 
(b) as subsection (c) and by inserting after subsection (a) the following:

"(b) For the purpose of this part—
"(1) the term ‘loan’ includes all secured and unsecured loans, 

credit sales, forbearances, advances, renewals or other exten­
sions of credit made by or to any person or organization for 
business or agricultural purposes;

"(2) the term 'interest’ includes any compensation, however 
denominated, for a loan;

"(3) the term ‘organization’ means a corporation, government 
or governmental subdivision or agency, trust, estate, partner­
ship, cooperative, association, or othe .* entity; and 

"(4) the term 'person' means a natural person or organiza­
tion.".

(cXl) Section 512 of such Act is amended—
(A) by inserting "(a)” after “Si. 512.’ ’; and
(B) by adding at the end thereof the following:

"(b) A loan shall be deemed to be made during the period described 
in subsection (a) if such loan—

“ (1)(A) is funded or made in whole or in part during such 
period, regardless of whether pursuant to a commitment or other 
agreement therefor made prior to April 1,1980;

"(B) was made pricr to or on April 1, 1980, and bears or 
provides for interest during such period on the outstanding 
amount thereof at a variable or fluctuating rate; or 

"(C) is a renewal, extension, or other modification during such 
period of any loan, if such renewal, extension, or other modifica­
tion is made with the written consent of any person obligated to 
repay such loan; and 

"(2XA) is an original principal amount of 525,000 or m jre 
"(51,000'or moreon or after the date of enactment of the Housing 
and-Gommunity Development Act of 1980); or 
- “ (B)‘is‘ part"of a series o f advances if the aggregate of all sums 

advanced or agreed or contemplated to be advanced pursuan* to 
a commitment or other agreement therefor is §25,000 or more

.,(§1,000 orjnore on or after the date of enactment.pLtheTTousing 
and Community Development Act of 1980).” .

(2)The'amendments made by paragraph (1) take effect on April 1, 
1980.

(d) Part B of title V of such Act, other than section 512(b), J s r 
amended by striking out "§25,000" wherever it appears and inserting"’' 
in lieu thereof "Sl.OOO".

(e) Section 501(a)(lXCXvi) o f such Act is amended by inserting 
before the period at the end thereof the following: ", and any 
individual who finances the sale or exchange of residential real 
proper' y which such individual owns and which such individual 
occ” r ies or has occupied as his principal residence” .

LI^UiD, HIGHLY RATED CORPORATE DEBT OBLIGATIONS

f  " 325. ia) The first sentence of section 5A(b)(l) of the Federa1 
32 USC 1426U. Home Loan Bank Act is amended—

(1) by striking out "and" before "(E)";
(2) by redesignating clause (E) as subparagraph (E);
(3) by striking out the period at the end of subparagraph (E) 

and inserting in lieu thereof a semicolon; nnd
(4) by adding at the end thereof the following:
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Chapter 20. Alaska Small Loans Act.
Section

10. License required
200. Advertising of misleading state­

ments prohibited 
230. Maximum interest permitted 
250. Computation and payment of inter­

est
260. C harges prohibited 
270. I equirements for making and pay­

ment of loans 
280. Maximum charge by licensee

Section
285. Open-end loans 
287. Credit insurance on open-end loans 
290. Purchase of wages for $25,000 or less 
300. Maximum charges by nonlicensee on 

loans
310. Illegal interest rate 
320. Civil and criminal penalties 
330. Exemptions 
900. Definitions

Sec. 06.20.010. L icense required. A person may not engage in the 
business of making loans of money, credit, goods, or things in action in 
the amount or o f the value o f $25,000 or less and charge, contract for, 
or receive on the loan a greater rate o f  interest, discount, or con­
sideration than the lender would be permitted by law to charge if  he 
were not a licensee under AS 06.20.010 — 06.20.920, except as autho­
rized by AS 06.20.010 — 06.20.920 and without first obtaining a license 
from the department. (§ 2 ch 73 SLAxL955; am § 5 ch 94 SLA 1969; am 
§ 23 ch 218 SLA 1976; am § 1 ch 71 SLA 1978; am § 1 ch 63 SLA 1980)

Effect o f  amendments. — Tt e 1980 for "$5,000," and inserted "not" following 
amendment substituted "A ” for No” at "A person may” near the beginning of the 
the beginning of the section and "$25,00u" section.

Sec. 06.20.200. Advertising o f  misleading statements 
prohibited, (a) A person may not advertise, print, display, publish, 
distribute, or broadcast or cause or permit to be advertised, printed, 
displayed, published, distributed, or broadcast, in any manner any 
statement or representation with regard to the rates, terms, or condi­
tions for the lending o f money, credit, goods, or things in action in the 
amount or of the value of $25,000 or less, which is false, misleading, or 
deceptive. The department may order any licensee to desist from any 
conduct which it finds to be in violation of this section.

(b) The department may require rates of charge stated by a licensee 
to be stated fully and clearly in the manner considered necessary to 
prevent misunderstanding by prospective borrowers. (§ 13 ch 73 SLA 
1955; am § 5 ch 94 SLA 1969; am § 6 ch 71 SLA 1978; am ft 2 ch 63 
SLA 1980)

Effect o f amendments. — The 1980 the end of the first sentence, and inserted
amendment, in subsection (a), substituted "not" following "A person may" nenr the
"A" for "No” at the beginning of the sub- beginning of the subsection,
section, and "$25,000" for "S5.000" nenr

Sec. 06.20.230. Maximum interest permitted, (a) A licensee may 
lend any sum of money not exceeding $25,000 and may charge, contract
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for, and receive on the loan interest at a rate not exceeding three 
percent a month on that part o f the unpaid principal balance of a '.oan 
not in excess of $500; two percent a month on the remainder of any 
unpaid principal balance exceeding $500 but not exceeding $1,000; and 
one percent a month on the remainder of any unpaid principal balance 
exceeding $1,000 but not exceeding $25,000. On loans the principal of 
which is $50 or less a licensee may charge, contract and receive interest 
at^a rate not exceeding five percent a month.

(b) Notwithstanding the provisions o f (a) o f this section, a licensee 
who makes open-end loans under AS 06.20.010 — 06.20.920 or who 
makes a loan under AS 06.20.010 — 06.20.920 exceeding $5,000 but 
not exceeding $25,000 may elect to charge, contract for, and receive 
interest not to exceed the greater of

(1) one and one-half percent a month; or
(2) eight percentage points above the Federal Reserve discount rate 

on 90-day commercial paper charged to banks for advances by the 12th 
Federal Reserve District on the first day of the month before the calen­
dar quarter during which the loan is made.

(c) Interest on loans under (b) of this section shall be computed 
according to the actuarial method on the entire unpaid principal bal­
ance as determined in AS 06.20.285(b). (§ 16(a) ch 73 SLA 1955; am 
§ 5 ch 94 SLA 1969; am § 7 ch 71 SLA 1978; am § 2 ch 84 SLA 1979; 
am § 3 ch 63 SLA 1980)

Effect o f  amendments. — The 1979 
amendment added subsection (b).

The 1980 amendment, in subs sction (a), 
substituted "$25,000" for "$5,000" twice; 
in subsection (b), inserted "or who mokes n 
loan under this chapter exceeding $5,000 
but not exceeding $25,000" and "the 
greater o f ,  restructured the subsection 
into the present introductory paragraph

and paragraphs ll) und (2), ;Jed "or" 
following "a month" in paru, iph (1), 
oddcd the provisions of parag. ph (2); 
designated the provisions beginning 
"Interest on loans" ns subsection (c), added 
"Interest on loans under (b) of this section 
shall be", und inserted "entire" preceding 
"unpaid principal" in subsection (c).

Sec. 06,20.250. Com putation and paym ent o f  interest, (a) Inter­
est shall not be paid, deducted, oi re:eived in advance. Except for 
open-end loans made under AS 06.20.285, interest shall be computed 
and paid only on unpaid principal balances and shall not be 
compounded; however, if part or all of the consideration for a loan 
contract is the unpaid principal balance of a prior loan, the principal 
amount payable under the loan contract may include any unpaid 
charges on the prior loan which have accrued within 60 days before the 
making of the loan contract. The maximum interest permitted on loans 
made under AS 06.20.010 — 06.20.920 shall be computed on the basis 
of the number of days actually elapsed. For the purpose of these com­
putations a month is any period of 30 consecutive days.

(b) A licensee may compute interest for a loan as provided in AS 
06.20.010 — 06.20.920 on an interest-bearing or actuarial basis either
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the unearned premium on the policy being financed at that time. No 
deficiency balance .nay be established or collected from the borrower. 
This section does not preclude the licensee from establishing or 
collecting a deficiency balance to the extent the insurer offsets unearned 
premiums on the policy financed by premiums earned by reason of 
endorsements to that same policy not paid for by the insured or financed 
by the licensee.

(d) The licensee or the insurance agent shall deliver to the borrower, 
or mail to him at his address shown in the agreement, a complete copy 
o f the agreeme nt. (§ 1 ch 170 SLA 1978)

Sec. 06.40.120. Maximum interest permitted: Prepayment, refund,
(a) A premium finance company may not charge, contract for, receive, 
or collect a service cnarge other than as permitted by this chapter.

(b) The service charge is to be computed on the balance o f the 
premiums due, after substracting the down payment made by the 
borrower in accordance with the premium finance agreement, from the 
effective date o f the insurance coverage, for which the premiums are 
being advanced, to and including the date when the final payment o f the 
premium finance agreement is payable.

(c) The service charge may not exceed interest at the nominal annual 
rate o f 15 per cent plus an additional charge o f $10 per premium finance 
agreement which need not be refunded upon cancellation or prepayment. 
However, any borrower may prepay his premium finance agreement in 
full at any time before the due date o f the final payment and in that event 
the unearned service charge shall be refunded. The amount o f any 
refund shall be calculated in accordance with regulations adopted by the 
commissioner. (§ 1 ch 170 SLA 1978)

Sec. 06.40.130. Delinquency charge, (a) A premium finance 
agreement may provide for the payment by the borrower of a 
delinquency charge for any payment that is in default for a period of 
10 days or more. The charge may be made for each month or fraction 
of a month that the payment is in default. The amount of the charge 
may be a minimum o f $1 and as a maximum shall be subject to the 
following limits:

(1) for delinquent payments of les. than $250, five per cent o f the 
payment or $5, whichever is less; or

(2) for delinquent payments of $250 or more, two per cent o f the 
payment.

(b) A borrower may at his option separate the financing o f the 
premiums for one insurance policy from a premium finance agreement 
by requesting in writing that the premium finance company provide that 
service and by paying a $10 separate charge. (§ 1 ch 170 SLA 1978)

Sec. 06.40.140. Cancellation o f policy; requirements, (a) When a 
premium finance agreement contains a power of attorney enabling the 
licensee to cancel the insurance policy listed in the agreement, the
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(3) adopt, use, and alter a common seal;
(4) purchase, hold, and dispose of property;
(5) make loans, the maturities of which may not exceed 12 years 

except as provided in AS 06.45.010 —  06.45.400, and extend lines of 
credit to its members, to other credit unions, and to credit union orga­
nizations and participate with other credit unions, credit union orga­
nizations, o ’ financial organizations in making loans to credit union 
members ir accordance with the following:

(A) loam to members shall be nade in conformity with regulations 
adopted by the commissioner, ex ept that

(i) a residential real estate loan which is made to finance the acqui­
sition of a one-to-four-family dwelling for the principal residence o f a 
credit union member which is secured by a first lien on the dwelling 
may have a maturity not exceeding 30 years;

(ii) a loan to finance the purchase o f a mobile home, which is secured 
by a first lien on the mobile home, to be used as the residence of a credit 
union member, or for the repair, alteration, or improvement o f a resi­
dential dwelling which is the residence of a credit umon member shall 
have a maturity not to exceed 15 years unless the loan is insured or 
guaranteed under (iii) o f this subparagraph;

(iii) a loan secured by the insurance or guarantee of the federal 
government, of a state government, or an agency of either may be made 
for the maturity and under the teims and conditions specified in the 
law under which the insurance or guarantee is provided;

(v ) ta loan  n r  aggregate o f loans to a director or member o f the 
supervisory or ere lit committee of the credit union making the loan 
which exceeds $5,000 plus pledged shares shall be approved by the 
board of directors;

(v) loans to other members for which directors or members o f the 
supervisory or credit committee act as guarantor or endorser shall be 
approved by the board o f directors when the loans standing alone or 
when fl'jded to an outstanding loan or loans of the guarantor or 
endorser exceed $5,000;

(vi) the rate o f interest may not exceed the greater of 15 percent a 
ear or the rate specified as AS 45<45.010(b); -  i
(vii) the taking, receiving, reserving, or charging of a rate o f interest 

greater than is allowed by this subsection, when knowingly done, is 
considered a forfeiture o f the entire interest which the note, bill, or 
other evidence o f debt carries with it, or which has been agreed to be 
paid on the note, bill, or other evidence of debt; if a greater rate of 
interest has been paid the person by whom it has been paid or his legal 
representatives may recover back from the credit union taking or 
receiving it the entire amount of interest paid, but the action must be 
commenced within two years from the time the usurious collection was 
made;



Under the standard o f subsection (e) of underlying loan documents mistakenly
this section, the courts have utilized a identified a debtor as the predecessor part-
flexible, ad hoc approach to determine, by nership rather than the corporation, the
an essentially factual inquiry, the extent financing statement was seriously
to which an error in the financing misleading and the lender had no
statement would be misleading to one perfected security interest in the assets o f
undertaking a reasonable search, the corporation. Dietrich-Post Co. v.
Dietrich-Post Co. v. Alaska Nat'l Bank, Alaska Nat’l Bank, 638 F.2d 117 (9th Cir.
638 F.2d 117 (9th Cir. 1981). 1981).

Where a financing statement and its

Article 5, Default. ,

Sec. 45.09.504. Secured party ’s right to dispose o f  collateral 
after default; e ffect o f  disposition.

NOTES TO DECISIONS^

Noncompliance with subsection (c). Ct. Op. No. 2346 (File No. 4475), 627 P.2d
In accord with 1st paragraph in original. 1060 (1981).

See Hoch v. Ellis, Sup. Ct. Op. No. 2346 If the secured party falls to rebut the
(File No. 4476), 627 P.2d 1060 (1981). prcsum pf in that the fair market value

If a sale was deficient with respect to of the collateral was at least equal to the
either notice or commercial reason- amount of the outstanding debt, then the
ableness, then a burden is placed upon the presumption leads to the conclusion that
secured party to rebut the presumpt; tho entire debt is discharged. Hoch v. Ellis,
that tho fair market value of the collnter. ' Sup. Ct. Op. No. 2346 (File No 4475), 627
was at least equal to the amount of the F.2d 1060 (1981). 
outstanding debt. Hoch v. Ellis, Sup. Ct. Factors in determining value o f  col-
Op. No. 2346 (File No. 4475), 627 P.2d lateral. — The local economic market nt
1060 (1981). the time of sole is a recognized factor in

The burden is on the secured party to determining the value o f the collateral,
prove by clear nnd convincing evidence the Hoch v. Ellis, Sup. Cl. Op. No. 2346 (File
value of the collateral. Hoch v. Ellis, Sup. 'Io. 4475), 627 P.2d 1060 (1981).

Chapter 45. Trade Practices.
Article
1. Interest (§ 45.45.010)

Article 1. Interest.
Section
10. Legal rate of interest

Sec. 45.45.010. Legal rate o f  interest, (a) The rate of interest in 
the state is 10.5 percent u year and no more on money after it is due 
except as provided in (h) of this section.

(b) No interest may be charged by express agreement of the parties 
in a contract or loan commitment which is more than five percentage 
points above the annual rate charged member banks for advances b ' 
the 12th Federal Reserve District on the day on which the contract or 
loan commitment is made. A contract or loan commitment in which the 
principal amo1 nt exceeds $25,000 is exempt from the limitation of this 
subsection.

§ 45.09.504 A l a s k a  S t a t u t e s  S u p p le m e n t  § 45.45.010
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(c) Repealed by § 3 cl
(d) Repealed by § 2 cl
(e) Repealed by § 4 cl
(f) No bank, savings i 

company or mortgage cc 
ownership or profits abc

(g) Loan contracts ar 
dwellings may be prepi 
loans that require a pr<

(h) If the limitations i 
inconsistent with the p 
mum interest, service c 
the other statute preva 
1968; am § 2 ch 69 SL/ 
ch 239 SLA 1970; am §§ 
1974; am § \ ch 110 SL 
SLA 1980; am §§ 1, 2

Cross references. — Ai 
technology and power re sou 
AS 45.88.030(e).

Effect o f  amendments, 
amendment, efiective July 
subsection (b), deleted "date 
1976" following "contract oi 
ment" nnd substituted "on i 
"that prevailed on the 25 
month preceding the com 
the calendar quarter dur. 
"which the contract" in thi 
and substituted "$25,000"

§ 45.50.471 7

Citod in State v. Alas 
Dev. Corp., Sup. Ct. Op. [ 
Nos. 4121, 4122), 630 P.2

Chapter 50. C<

Article 4. Unfair 

Sec. 45.50.471. ll

Similarity to fedora
hibition in this secliol 
methods of compotitiil 
deceptive nets or prnctiJ
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Sec. 45.10.120. Extent o f  service charge, (a) The service i 
shall include all charges incident to investigating and making fi 
retail installment contract or charge agreement and for the privily 
of making the installment payments under the contract or ag 
No other fee, expense, or charge may be taken, received, reserve 
contracted for investigating and making the contract or agreeme 
for the privilege of making the payments.

(b) A seller or holder of a retail installment contract may i 
receive and collect a service charge which shall not exceeds 
following rates multiplied by the number of months, includiqjtf 
fraction o f a month in excess of 15 days as one month, elapsing be' 
the date of the contract and the due date of the last installmen

(1) on so much of the unpaid balance as does not exceed 
five-sixths of one per cent;

(2) if the unpaid balance exceeds $1,000, on so much of the i 
balance as exceeds $1,000, two-thirds of ope per cent; .

(3) if  the total service charge so computed is less than $12, butl 
due date of the last installment of the contract is eight months! 
after its effective date, $10. . •

(c) A seller or holder of a retail charge agreement, revolving! 
agreement or other retail charge agreement may charge, receili 
collect a service charge not to exceed the following rates con 
the outstanding balances from month to month,

(1) on so much of the outstanding balance as does not exc 
one and one-half per cent per month;

(2) if  the outstanding balance is more than $1,000, one-twe 
annual rate permitted under AS 45.45.010(b) per month on thej 
over $1,000 of the outstanding balance;

(3) if the service charge so computed is less than $1 for aiyf 1 
»1:

(4) the soi vice charge may be computed on a schedule j 
amounts if as so computed it is applied to all amounts oi i 
balances equal to the fixed amount minus a differential of  ̂
than $5 provided that it is also applied to all amounts of < 
balances equal to the fixed amount plus at least the samei 
(§ 13 ch 141 SLA 1962; am § 1 ch 154 SLA 1966; am § 2<
1980)

Cross reference. — * s to revolving 
credit plans, see AS 06.05.208.

Fffect of amendment. — The 1980 
arrendment substituted "one-twelfth of

the annual rate permitted 
45.45.010(b)’' for "one P 
"more thnn SI.000' in 
subsection (c).

Sec. 45.10.130. Insurance. If the cost of insurance is i
•me®*.♦ he retail installment contract or retail charge agree 

separate charge is made to the buyer for the in su rance ,

|  45 .10 .140

(I) the contract or agre 
«»ount of the insurance, 
•*4ude, the contract mustl 
«ader the terms of this corJ 
lability," "public liabilityJ 
m  applicable;

til the contract or agreej 
b« procured by the buyer I

(3) the amount includJ 
ffrouums chargeable in f 
«  wrxnee by the insurer e| 
4  tbe insurance is cancel)/ 
fcr unearned insurance 
leitnce, together with t 
Sjjfibeable to the insuranl 
Mftaliments of the refe 
4UPwto«nt, and the rem 

shall be refund 
I f  the amount is 

if the insurance is tel 
-48 days after deli vj 

contract,delive| 
as specified in 

* copy of the pq 
taaurance so procuj

<*-10.140. Agree]
to# l* llm en t c o n tra f 
« r * e *  not to asseij 

lb *  se lle r o r an
Nonw

_ ^ ^ 7 v r  before o r a t t 
n .  charge ag

W p  constitutes a 
remedii

m  * *  £ ,0LWO- Com .
* - ~ W . ^ p ,c r «, —  or

4 ( j? 22 c

- - I  cl V l(|

a ssu(
" tflN c|ul
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tiff to be just compensation for the property or the interest in 
it. (§ 13.20 ch 101 SLA 1962)

Cross reference. —  See Civ. R. 72- 
(e ) (3 ) .

Where the state has adequate 
knowledge o f separate interests, 
amounts should be specified for each.

Russian Orthodox Greek Catholic 
Church of North America v. Alaska 
State Housing Authoiity, Sup. Ct 
Op. No. 809 (File No. 1600), 498 
P.2d 737 (1972).

Sec. 09.55.440. Vesting o f title and .ipensation. (a) Upon the 
filing o f the declaration o f taking and .e deposit with the court of 
the amount o f the estimated compensation stated in the declaration, 
title to the estate as specified in the declaration vests in the plain­
tiff, and that property is condemned and taken for the use of tue 
plaintiff, and the right to just compensation for it vests in the sfo 

persons entitled to it. The compensation shall be ascertained and 
awarded in the proceeding and established by judgment. The judg­
ment shall include interest at the rate o f six per cent per yeap on ^ 
the amount finally awarded which exceeds the amount paid 
court under the declaration of taking. The interest runs from.tk*} 
date title vests to the date o f payment o f the judgment.

(b ) Upon -notion of a party in interest and notice to all partto*,j 
the court may order that the money deposited or a part of it be 3jj 
immediately to the person or persons entitled to it for or on 
count of the just compensation to be awarded in the proceeding** •
I f the compensation finally awarded exceeds the amount of mo 
deposited, the deposit shall be offset against the award. I f 
compensation finally awarded is less than the amount of monegj 
posited, the court shall enter judgment in favor of the plaintiff j 
against the proper parties for the amount of the excess. ( {  f 
ch 101 SLA 1962)

Cross reference.— See Civ. F 72- 
(e ) (3 ) .

Condemnor takes estnte sought in 
declaration o f taking. —  The Alaskn 
declaration of taking statutes arc as 
effective as the federal stntutes in 
effecting the vesting o f title in the 
condemnor of whatever interest in 
the land it seeks to condonv . I f the 
state undertakes to obtain title to 
real property in fee simple absolute 
by the filing of n declaration of tak­
ing that is the title which it obtains. 
I960 Op. Att’y Gen., No. IS.

Alaskn Const., art, I, § 18, necessi­
tates that a property owner he com­
pensated for delays incurred between 
the dntes of the government's tnking 
of property and making payment. If 
an award were paid immediately 
upon the taking o f the land by the 
state no damnges tr the property 
owner would ensure. But where, due

ti**

N*

' I

to the necessity of legal 
to ascertain fair ma-dce* 
property, delays ensue, 
owner is entitled to an i 
to reimburse him for th* 
o f the money during t»*  
such delay. To hold 
constitute a takirs o f 
without just compen y o f* . 
fore, it is well eatablw*6*  
owner of property k  
terest from the date °> 
date of payment. Res*** 
Greek Catholic 9 “ * '* . 
America v. Ala»k» 
thnrity, Sup. Ct 0*. *
No. 1600). 498 n *  ™  
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declaration of
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thority, Sup. Ct. 
No. 1600), 498 P.: 

Interest can be 
the amount paid 
able for immediat 
owner or owners 
terests in the !nn< 
Greek Catholic 
America v. Alasta- 
thority, Sup. Ct. 
No. 1600), 498 P.2 
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draw funds is attr 
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the registry o f th 
able to the t'eta* 
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September 22, 1980

The Honorable John J. LaFalce n  . I yv- _ u
2361 Rayburn House Office Building _> '
Washington, DC 20515

#

Dear Representative LaFalce:

On September 23rd, your subcommittee will hold headings on H.R.7735, 
which amends the Depository Institutions Deregulation and Monetary Control 
Act of 1980 to preempt state usury ceilings as applied to consumer finance 
transactions and state laws regarding access and transaction fees charged 
to open accounts. While you will hear from many consumer finance companies 
and small businesses on the impact of H.R.7735, you should be apprised of 
the position of the National Conference of State Legislatures. States will 
also be heavily impacted if H.R.7735 is enacted by Congress.

The National Conference of State Legislatures is strongly opposed to 
any federal legislative or executive action which would permanently or 
temporarily preempt state interest ceilings. As representatives of state 
legislators, we are acutely aware of the problems of citizens in our states 
in these times of inflation and high interest rates, but feel that states 
should have maximum flexibility in developing their economies. Good consumer 
finance legislation is as controversial at the state level as the federal 
level, and forcing legislatures to vote these matters again may prove dis­
ruptive because of the current economic situation. Many state legislature--, 
are working to provide usury limits chat are more in line with market 
realities. The ultimate result of this effort may be to provioe a better 
climate for consumer-oriented businesses than federal preemption would 
provide.

We are particularly disturbed by two provisions in H.R.7735:

1. This bill does r.ot have a sunset provision. Although states 
may override preemption of usury limits within three years 
of the enactment of H.R.7735, those states that are unable to 
adopt constitutional provisions or statute: overriding the 
preemDtijn permanently lose their jurisdiction over a major 
portion of consumer finance affairs. This is a rather severe 
result wnen one considers that the current economic crisis nay 
be only tenoorary. If the crisis is permanent, we would need 
much stronger measures to combat it than this bill would provide.
S :ch measures would require t.ne complete cooperation nf state, 
local and federal governments rather than a preem;.ion-oriented 
solution.

National 
Conference 
of State 
Legislatures



ANCHORAGE, ALASKA 99503 
(907) 278-4949February 26, 1982

VINCENT L  USERA
PflESBENT

Senator Bob Mulcahy 
Chairman, Senate Committee on 

Labor & Commerce 
Alaska State Legislature 
Pouch V (MS 31U0)
Juneau, Alaska 99811

Dear Senator Mulcahy:

This letter is offered for the record in support of Section 7 of Senate Bill 750 
presently before your committee for consideration. Section 7 of this bill would 
amend present state statutes concerning credit unions by entirely removing the 
existing usury ceiling imposed on credit unions (state chartered).

The Alaska Credit Union League enthusiastically supports this measure and con­
gratulates the committee on its consideration of such progressive legislation.

Though there are, at present, no credit unions charte-ed by the State of Alaska, 
a very progressive state law enabling such charters was enacted in 1980. This 
statute originally specified a usury ceiling of 12%, similar to the then-extant 
Federal Credit Union Act. In 1981 the state statute was amended to impose a 
usury ceiling of 15% on credit union loans to members. The state law imposes 
no ceilings with respect to the rates that a credit union may pay its members on 
their savings.

Complete removal of rate ceilings, especially when confronted with the volatile 
economic climate of the 1980s, makes eminently good sense from several aspects.

One, since there are no ceilings on what can be paid, and competitive forces will 
drive the cost of funds to cn institution to the prevailing market levels, the 
presence of a ceiling on loan rates does little more than impcse a disincentive 
to lend. Thus, rather than provide a consumer protection as originally intended, 
the rate ceiling effectively limits borrowing. Any financial institution must 
achieve a spread between the cost of funds and the pricing of loans. This spread 
must be adequate to ensure, if not profitability, at very least that all costs 
are met. As market rates on savings approach the loan ceiling, this spread is 
reduced to the point where it becomes unreasonable to grant loans.

Two, we firmly believe that market pressures will ensure that the absence of rate 
ceilings is not subject to abuse. The institution th t raises rates fa** beyond 
what other competitors in the marketplace charge will find itself out of that 
market. Indeed, unless all lenders were to raise rates to the same levels, wide­
spread abuse would be virtually non-existent. Increasing consumer sophistication, 
as well, militates against widespread abuse in this area.



Senatortor Bob Mulcahy

Three, under present law, federally chartered credit union may charge up to 21%' 
on loans to members. All Alaskan credit unions are presently operating under a 
federal charter, yet none but those making a few high risk loans are charging a 
rate of 21%. Thus, despite there being available authority to charge higher 
rates, most loans are made at rates well within market parameters. Though it 
would be no abuse to charge up to 21%, there is still little use fo** the curb; 
the marketplace imposes its own limitations.

— v.n! -t—• • 'V'- -i • • .
Traditionally, credit unions have made loans available to members at or below 
prevailing market rates. The very reason for the existence and popular growth 
of credit unions has been that rates on savings were higher than found at other 
lenders, and rates on loans were generally lower than others. There is little 
liklihood that credit unions will turn their backs on this history, whatever 
the upper limits of their lending authority might be.

In sum, Mr Chairman, the Al:ska Credit Union League heartily supports this piece 
of legislation as a benefit to credit unions, and thereby a benefit to their 
members. We respectfully urge that this portion of the bill be given the most 
favorable consideration.

The Alaska Credit Union League is the trade association representing 27 of Alaska's 
credit unions and the more than 250,000 members of those institutions. The League 
is af.iliated with the Credit Union National Association.

Thank you for the opportunity to comment.

Respectfully submitted,

ALASKA CREDIT UNION LEAGUE

y /  y"~ ^
BY:

^"Vincent L, Usera 
President

VLU/ps



DEPARTMENT OF COMMERCE A

JAYS. HAMMOND, GOVERNOR

ECONOMIC DEVELOPMENT
OFFICE OF THE COMMISSIONER

POUCH D
JUNEAU. ALASKA 99811 
PHONE. 465-2500

February 26, 1982

Honorable Bob Mulcahy 
Chairman
Senate Labor and Commerce 

Committee 
Pouch V
Juneau, Alaska 99811

Dear Senator Mulcahy:

Re: Senate Bill 750 Deregulation of
Interest Rates

The position of the Department of Commerce and Economic Development 
on the above-subject bill is technical in nature only and not in­
tended to be a position for or against the existence of interest rate 
limitations. As this bill would effectively repeal all usury control, 
it will be necessary for the borrowers to seek for themselves the best 
interest rate.

Sections 1 and 2 of the bill, repeal interest limitations in the 
Alaska Small Loan Act and the Premium Finance Company Act. Examiners 
find that most of the violations of these two areas have been problems 
in interest and refund computations. This amendment, therefore, 
would have no effect on our regulatory activity for these two in­
dustries.

Section 6 further repeals other interest rate limitations of small 
loan companies and also repeals rate limitations of credit unions. 
Other cited sections noted in the bill do not fall within the regu­
latory provisions oF our agency.

We will not oppose passage of the bill as we find no evidence that it 
will have a detrimental effect on financial institutions and it will 
allow lenders to make funds available in times of high cost of funds. 
It will, of course, have some effect on consumers. Funds for the 
borrowing consumer will be readily available but at higher rates.
The marketplace competition will be the controlling factor should 
this bill pass.

Sincerely,

Edward W. Eboch 
Deputy Commissioner

0 8 -H 2U H  r
EWE/wfs 4/14
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THE MacNEIL/LEHRER REPORT Air Date: October 5. 1981

Usury Ceilings
ROBERT MacNEIL: Good evening. Several major banks lowered their prime lending 
rate half a point today to 19%, an interest rate expected to become *he standard for business 
loans across tht country. At the same time, the White House urged the Federal Reserve 
Board to ease its tight money policies slightly. Deputy Press Secretary Larry Speakes said 
the administration still supported the Fed’s policy o f monetary restraint; it merely wanted a 
rollback o f recent actions which had increased restraint on the money supply. On Capitol 
Hill concern over tight money and the high interest rates is surfacing in another way: 
proposed legislation to do away with state usury laws, or legal limits on interest rates. 
Bankers, retailers and finance companies backed the effort, claiming that low interest 
levels are stifling 'redit. Removing the ceilings, they say, will cause more credit to flow. 
Consumer groups and some state officials say that argument is false, and oppose the 
legislation on the ground that it will legalize loan-sharking. Tonight, should Washington 
take the cap o ff state interest rates? Jim?

JIM LEHRER: Robin, usury is defined as the loaning of money at an unconscionable or 
exorbitant rate o f  interest. There are 44 states with various laws prohibiting its practice. 
But there’s no uniformity to them, either in the types of loans they cover, or when the rate 
becomes unconscionable or exorbitant, and thus illegal. At one extreme is Arkansas which 
has a cap on bank consumer loans at 10%. At the other extreme is South Carolina, where 
the cap is 24%. The others have ceilings somewhere in between. Congressman John J. 
LaFalce, Democrat o f  New York, wants all ceilings, all caps, in all states eliminated, and 
he’s the sponsor o f legislation in the House that would do just that. Congressman, why 
should state interest rate ceilings be eliminated?

Rep. JOHN LA FALCE: Well, I think there are a number of reasons. First of all, 1 think 
that the economic forces that are at work determining the market interest rates arc either 
national or international in scope, and bear virtually no relationship to state forces. 
Secondly, the state laws that are on the books now are really relics o f ages long past. The 
usury rates were set at a time when we had interest rates o f perhaps 2%. and you might 
have a usury law prohibiting interest being charged above 12%. But because o f the present 
volatility o f our interest rates, those usury laws have, in effect, prevented the availability o f 
credit. So, if you live in a state with a restrictive usury law, you simply can’t get credit. 
Your down payment for a car costing $7,000 would have to be $7,000. Your down 
payment for a home costing $ 100,000 would have to be $100,000. And so, really, what—

LEHRER: And that in fact is the case in slates where they have usury laws?

Rep. LA FALCE: In fact that is the case in a great many states where they have such 
restrictive usury laws. In the state o f New York, for example, it was impossible until 1980 
to obtain a residential mortgage when the market rates were about 20%, and you had a 
restrictive rate o f  around 12%. The issue is not what the interest rale should be. The market 
will determine that. The issue is whether or not credit will be available to the consumer 
who wants to make a purchase.

LEHRER: Well, what if you take the laws off? Let’s assume that your bill is enacted into 
law, signed by the President and the whole thing. Wouldn't that mean that interest rates 
would just skyrocket for retail—

Rep. LA FALCE: No, because we have a classic free market competition here in the 
United States. There ure untold numbers o f lending institutions. And 1 think that the free 
market would have its chance to work, nnd would work. Would there be a few number of



abuses? That could well be the case. There would be very, very few. however, in my 
judgment. There are abuses now that are going unprosecuted because o f lack of proof, but 
the point is. the problem that /audio lost/  o f small businesses going out of business, drying 
up the real estate market prior to the time that the federal government did preempt the 
usury ceilings on residential mortgages. The good to be accomplished would offset what­
ever potential harm might exist by perhaps a thousandfold.

LEHRER: Congressman, let me ask you this. Let's say the people of Arkansas they
have 10% interest rates —  that the people o f Arkansas want a 10% interest rate, and if they 
want to pay the S7.000, or whatever it takes to live within that law. why should the federal 
government say. “ Hey. no. You’ve got to charge more than that?"

Rep. LA FALCE: Well. I think we have a federal problem on our hands. I would 
preserve, however, the right o f the individual states to exercise their sovereignty by 
permitting them a three-year time period to reinstate that usury law if that would be their 
desire. So they would have the right to effectively veto the federal preemption.

LEHRER: But three years later?

Rep. LA FALCE: No. Within that three-year period of time. They could do it im­
mediately.

LEHRER: I see. Thank you. Robin?

MacNEIL: A number o f  states have recently raised or abolished their interest rate ceilings. 
One o f  them is Texas, and the experience has caused one congressman from Texas to 
oppose the LaFalce bill. He is freshman Democrat Bill Patman, also a member o f the 
Banking Committee, the committee chaired for many years by his father. Wright Patman. 
Congressman, why do you oppose the bill?

Rep. BILL PATMAN: I think this is an important state right that should be maintained. 
Wc ought to let the states decide for themselves just what should be done about this 
particular issue. And I don’ t believe that the take-out provision is adequate, that Congress­
man LaFalce mentioned.

MacNEIL: What docs that mean, the “ take-out provision"?

Rep. PATMAN: Where a state could exempt itself from this particular lifting of the usury 
ceiling. Because it would have to do so before April the 1st o f 1983. or in that area. Wc 
don’ t even meet in Texas in the legislature again until January o f 1983, in regular session.

MacNEIL: What happened in the Texas experience recently, partially abolishing the 
interest rate ceiling, dial has caused you such anxiety?

Rep. PATMAN: Well, I think it’s regrettable that the Texas legislature did act to raise the 
interest rate ceiling, but that was its option, acting with what it assumed to be the will of 
the people behind it. That same legislature may in the future decide that it wants to lower 
that rate, and passage o f this bill after the take-out provision is gone will not permit it to do 
so. I think it’ s important to realize that the market rate o f interest rate — ol interest —  is 
not set for the small consumer loans. We in Texas have a super high rate, o f up to 109%. 
and even beyond that, on loans o f $100 and under. W e’ re one of only five states in the 
entire United States that authorized such abuses o f the consumer. And if we pass this bill of 
the Congressman’s and wc don’t have some exemption o f a state from that particular type 
o f  loan, then you'll have, that same type o f abuse prevalent throughout the United States.

MacNEIL: Give me an example o f the kind o f abuse you’re talking about.

Rep, PATMAN: Well, a $100 loan for six months would be chargeable — cash loan — 
would have charges on it amounting to 109%. The lenders in Texas o f those particular



loans actually flip them, or renew them every couple o f months, and then charge a 
non-refundable acquisition charge that raises the effective yield, in some instances that we 
noticed when I was in the Texas Senate, to up to 149%.

MacNEIL: Mr. LaFalce says that his bill is necessary because credit has dried up in states 
where the usury laws keep the interest rale below a ceiling that is below current market 
rates. And so people just can’ t get credit.

Re p.  PATMAN:  That's a common argument o f the loan companies and the finance 
companies. I’ve followed this issue for many o f  the years in which I served in the Texas 
Senate, and these finance companies will go from state to state now, and seek to jack up 
the rates. And then they’ ll go around to the other stales that have not increased their rates, 
and say, “ You’ re out o f  line." We kept those rates low in Texas, or at least lower than 
some o f  these other slates, for at least 12 years. And all that time, these finance companies 
were promising that they would go out o f business if we didn’t suddenly increase their 
rates. They made huge profits. In fact, one loan company, we found by examining the 
records in Massachusetts, regarded Texas as its 11th most profitable state out of some 38 or 
so in which it operated, even though we kept our rates at what they called a low level.

MacNEIL: Well, do you argue, then, Congressman, that the interest rate ceilings are not 
preventing the availability o f credit?

Re p.  PATMAN:  Yes. I think in general they could cause some difficulty in obtaining 
credit in some areas. But there doesn’ t seem to be a shortage of the availability o f credit 
throughout the nation to call for an extreme measure o f this type. 1 think that once we take 
off these limits that the states have imposed themselves, we'll never get them back down, 
and we’ ll have a large series of abuses, a long series of them, that will really result, I think, 
ultimately, in a public outcry against this type o f thing.

MacNEIL: Well, thank you. Jim?

LEHRER: Among those pushing for federal elimination o f state usury ceilings are small 
businesses which depend on consumer credit. This includes the retail furniture business, . 
and people like Mel Kusin o f Texarkana, Texas. Mr. Kusin owns three furniture stores, 
two in Texas, one next door in Arkansas. He’s also on the board of the National Home 
Furnishings Association, his business's trade organization, and was to testify this week at 
hearings on the usury law issue —  hearings that have now been postponed, you discovered 
once you got to Washington a while ago, right?

MEL KUSIN: Right.

LEHRER: Okay. Mr. Kusin, in your Texas stores, what interest rate do you charge now?

Mr .  KUSIN: Presently we're charging 24%. That’s the new limit allowed by the state of 
Texas under the new legislation.

LEHRER: I see. Now. what do you charge across the— across the street in Arkansas?

Mr .  KUSIN: Well, our other store is 32 miles away in Hope, Arkansas. We charge 10%;.

LEHRER: Well, now, what’s the difference in terms of what people buy, and the success 
o f these stores?

Mr .  KUSIN: Well, there's an unbelievable difference, and it's getting more and more 
painful all the time. In the state of Arkansas, retail furniture prices are normally about 11% 
higher than those in surrounding states of Texas, nnd, 1 believe, Oklahoinn.

LEHREH: So you’ re getting it anyhow? You just huvc to raise the price of the furniture? Is 
that it?



Mr. KUSIN: I'll explain to you. Wc pay—  we are lucky to pay approximately prime bank * 
interest in our area, which is about 20%. In Arkansas, with the 10% state limitation, the 
store has to make up the difference itself. Anybody in the furniture business in Arkansas 
today who deals in credit sales has to supplement the sale itself, or else raise the price on it.

LEHRER: But the people in Arkansas are still buying furniture, I guess, and doing all 
these other things. How does it work?

Mr. KUSIN: They're paying more money—  more money for their furniture because o f the 
interest differential. TTie furniture stores there —  many o f them — are having to decide 
whether to stay in business or not, because they are the ones supplementing that whole 
difference in what they have to pay for money, and what the state limit is. Now, our 
position is this on the money available'for something like furniture or automobiles.or that. 
We're in the business o f providing our customers with furniture. We’ re not in the business 
o f credit. We handle the credit more as a convenience, a necessary convenience. If a state 
could set the rate at which a business borrows money, then it would be fine to set the rate at 
which it loans the money. But we have, as businessmen, to go by a federal existing loan 
rate, which would be the bank prime rate 3ut yet, within states, wc arc limited by the stale 
law. So unless a furniture store can supplement the difference, it just won’t wc.rk. And this 
is why we feel that it should—  the interest rate should follow the level o f the market.

LEHR EH: In other words, what y ou 'e  saying is that if you could borrow the money 
yourself in Arkansas, say, for 8% or 9% or even 10%, then you wouldn't mind using— 
mind giving people credit at 10%.

Mr. KUSIN: Exactly.

LEHRER: I see. What would be the effect o f Congressman LaFalce’s bill —if it. in fact, 
was enacted into law —  on your panicular business — or the small businessman generally. 
that deals in consumer credit?

Mr. KUSIN: Let’ s say in Arkansas we could then again go to the loaning agencies, which 
would be hanks or large firms —  national firms that sell such financing. They would take 
all o f  the so-called contracts that a furniture store or any other retailer has if they had the 
difference to work be'ween. If the— if the new law were to be passed dial would allow a 
floi -up on the interest to a market price, then wouldn’ t— wc would no longer be in the 
credit business in the furniture business. We would ’ •. selling furniture, as we should be.

LEHRER: I sec. You do not share Congrc- ;man Pa (man’s fear that this thing will be 
abused, and could lead to some serious abuses in terms of the amount of—  the exorbitant 
rate o f interest that could eventually be charged?

Mr. KUSIN: No. wc don’t think so at all. Our business, from a- - the furniture business 
itself is a very competitive business. The prices of furniture will be held down by com­
petition. If the interest rate is allowed to seek its own level, that will also become 
competitive. But most important, the consumer who wants to buy furniture can buy it on 
credit. Today in states like Arkansas, when furniture dealers have to withdraw from the 
market because they can’t support it anymore with those high interest rates, the consumer 
is the one who really suffers, either through high prices, or through die. really, the almost 
lack o f availability within a market place o f furniture.

LEHRER: I sec. Thank you, Mr. Kusin. Robin?

MacNEIL: A number of consumer organizations, led by the Consumer Federation of 
America, oppose the usury legislation. Another witness wlto was in Washington to testify, 
is Barbara Reid Alexander, superintendent of the Maine Bureau o f Consumer Credit 
Protection, a state agency. Ms. Alexander, why do you oppose these bills? I should say.



there is also a bill in the Senate, coned?

BARBARA R. ALEXANDER: There is. Many state rcgulatprs and people associated 
with the state agencies that control consumer credit around the country oppose these bills 
because our stale laws are the produd o f a very delicate balancing between the decision as 
to what interest rate should be mandated, and whai consumer protections should be 
lamered in return for high interest rates. Consumer prortedions are linked to high rates in 
most states. They certainly are in Maine. If Congress enacts these bills, we will find that 
many important consumer protections, that our state legislatures thought were crucial in 
the regulation o f credit, will be destroyed.

MacNEIL: Like what?

Ms. ALEXANDER: Well, for the privilege o f higher rales in many states, we regulate 
substantive comma terms, and limit late fees, attorneys’ fees, closing costs, default 
charges. V/e require a rebate o f interest when a consumer prepays a comma early. We 
prohibit prepayment penalties. We limit the amount that the creditor can increase a con- 
trad ’ 'hen the consumer has troubles and comes in to refinance that contraa. All o f those 
protcdions are gone when we enad HR-2501, which is sponsored by Congressman 
I^Falce.

MacNEIL: Whar do you say to a dealer like Mr. Kusin in t.e retail business, who said that 
if you don't allow the interest rales to rise to the market level u:at dealers are going to have 
to get it another way, simply by putting supplemental prices on their product?

Ms. ALEXANDER: It's interesting that we find ourselves talking about Arkansas in this 
program. They are the state that is used to push this bill — and has been used to push bills 
like this for some years, now. The state o f Arkansas had a statewide referendum on their 
10% usury ceiling, which is in their constitution. The people in that state went to vote, and 
overwhelmingly defeated an attempt to increase that 10% limitation. I am not going to 
defend the 10% limitation o f Arkansas. That's Arkansas' problem.

MacNEIL: What is the limit in Maine?

Ms. ALEXANDER: Generally 18%. with higher rates allowed for smal':r transactions.

MacNEIL: And what effed is that having on consumer credit —  on the availability o f 
consumer credit?

Ms. ALEXANDER: I think that most credit is available in Maine at the maximum rates 
right now, and I think die volume o f credit is down, and 1 think it’ s because people will not 
pay those high rales. I think the credit availability argument is really a non-argument. 
People arc not going out to buy cars right now because the rates arc loo high, and they 
don't want to buy a car at 18%, 19% and 20% interest rates. The credit in this country is 
growing nationally at a rate o f 7% to 8%. That contrasts with the rate of increase for 1980 
— all o f 1980 —  o f only 1%.

MacNEIL: You mean, credit availability— crcdii is growing faster this year than it was 
last year?

Ms. ALEXANDER: That’ s correct, sir.

MacNEIL: Even with the high interest rates?

Ms. ALEXANDER: And that’s because most all states have made changes in their interest 
rate ceilings. Seven to 10 states have totally deregulated inter 'jles, except for a 
criminal usury statute that prevent loan-sharking, bills and legislation which would also be 
totally obliterated by HR-2501. Every time v> * increase rates nationally 1% :n this country, 
wc'rc costing consumers S3 billion. Thai s money that doesn't go into cconomi growth



• * r’ 9and development or capital expenditures to expand our economy. That's money that goes
into retiring debt service, which is really ..ot what I think Congress should be about at the
present time.

MacNEIL: Well, thank you. Jim?

LEHRER: Congressman?

Rep. LA FALCE: Yes. let me make a number o f points. First o f all. I think that everyone 
here, and probably everyone in Washington, is against high interest rales, and we want to 
do all that we possibly can to bong those interest rates down. Secondly, I think there is 
true—

LEHRER: Yeah, but to her point. Her point, basically, is that it’s high interest rates —  
period —  that are causing pecple not to buy cars and furniture from Mr. Kusin, and all the 
usury laws don't have a thing in the wend to do with it.

Rep. LA FALCE: Well, it’s true that high interest rates are causing that, and I have been 
criticizing high interest rates and calling for actions to cope with high interest rates. But it 
is also true that regardless o f the high interest rates we have right now, if the market 
interest rales are, say, double the usury ceiling, you’ re going to have a total closure o f the 
window on credit. And that has happened historically, and that still is happening now for 
individuals who do believe that they can afford the going interest rates.

LEHRER: Do you agree with that. Congressman Patman?

Rep. PATMAN: No, 1 certainly don’ t. The market docs not set the small loan rates. The 
small loan rates are set up to the maximum that the lender can charge. New, 1 do t’ t know 
what’ s going to happen when this happens —  when we pass this bill, if it passes. Mel 
mentioned going up to 24%. Obviously he did that as soon as he had the opportunity.

LEHRER: What was it before it was— you said that it’s now, in Texas law— 24% is what 
you're now allowed. What was it before the law?

Mr. KUSIN: Eighteen.

LEHRER: Eighteen. So you went up 6% overnight?

Mr. KUSIN: Yes. Well, we do financing through General Electric Credit Corporation and 
the banks and the—  everybody in the state followed the law as it allowed. It e  sed the 
pinch, but not completely. Now, that's an interesting thing, because we still— when we 
sell our accounts receivable through financing comnanies, we still have to pay a discount. 
With that 24%—
LEHRER: Let me make sure we explain what tha means. You— somebody walks into 
your furniture store, they buy furniture, you give tlx ,u credit. You take that paper and then 
you sell it to a finance company. All right, now, what do you sell it to diem? Now, if you 
charged the customer 24%, what do you sell it to the finance company for?

Mr. KUSIN: Today in Texas I believe the approximate discnu„t that the store has to pay — 
the store has to pay —  is about 4%.
Rep. LA FALCE: So that store is either going to take a loss or it's going to pass that 
difference on to the customer in some can.oflagcd way, rather than directly, rather than 
openly. Another point—
Rep. PATMAN: But 'he point is, though, that these loan companies always charge the 
maximum, whether it J 1 '/<%, as it is under the Uniform Consumei Credit Code in some 
states, or some—  or a higher amount, often 45%. It's gotten grossly out of proporti



LEHRER: Ms. Alexander, le'. me ask you. ff you— if the usury law in Maine suddenly 
went away tomorrow— it’s rvow 18%, right?

Ms. ALEXANDER: Generally, yes.

LEHRER: What do you think, if the market were allowed to work its magic, where do you 
think it v jld  go?
Ms. ALEXANDER: I don't know what it would do in Maine, but we know something 
about what’s happening in some o f the states that have deregulated. In the state of New 
York, interest rates increased dramatically. In the state o f Arizona—

R ep . LA FALCE: Well, you know. I am from New York, and I know a little bit about 
that. And she says that interest rates increased dramatically. The fact o f the maner is. the 
market interest rates were already considerably higher than the usury ceiling. So if the 
usury ceiling is 12, and the market interest rates are 18. and you’ re able under a new law to 
charge the market interest rates, o f  course there’s going to be a dramatic interest— 
dramatic increase. But it wasn’ t above and beyond what the market was charging.

LEHRER: Well, what's the market in—  Yeah, go ahead.

Ms. ALEXANDER: I wasn’t characterizing the increase. You asked what happened. That 
is what happened.
LEHRER: Right.
Ms. ALEXANDER: In the state o f Arizona, we find that used car loans are going in the 
range o f 30% to 50%, that people who live near or in the Indian reservations out there, who 
do not— are not able to shop for credit because the credit availability is not there, arc 
paying 50% interest rates to buy a used car because they have a captive market, and the 
used car dealers in the area have set a rate at extraordinarily high rates. --------------

LEHRER: Make sure we understand, now. Arizona was a state that had a usury law, had a 
cap. removed it —  deregulated —  and that’s what you're— what about that. Congress­
man?

Rep. LA FALCE: Well, first o f all, she’ s complaining about a 30% interest rate, whereas 
the state o f Maine, for small loats. has a 30% usury ceiling. I have no doubt that an 
individual could always point to a specific instance —  a specific example —  and ray here is 
an example o f abuse. But I can alsj point to 99% of the cases where I think he classic 
competition that exists within our free market would work, ar.d I could alyi point out 
literally hundreds o f thousands o f small businesses that have failed, in large pan due * ' 
restrictive usury laws that arc on the books.

?As. ALEXANDER: I don’ t know where the Congressman’s getting those .tatistics. Ten 
thousand small businesses close every year, and it doesn’t have anything to do with interest 
rates they’ re able to charge consumers. It has to do with rates that are impost d on them oy 
banks so that they can operate. It’s the prime rate o f 19%, 20% and 21% wt were talking 
about before. But let me get back to—  the issue here is not whether or not I can sit here nnd 
defend any one state's scheme o f things. The point is that the state o f Maine has a scheme; 
it's very happy with that scheme. It's reviewed every year in our legislature. It forms a 
delicate balance between credit availability, which we want to have available, generally. . 
and consumer protections. And if the legislature and the people in the state of Maine have 
decided that that approach which wc have is the one for Maine. 1 question whether it's 
proper for Congress to step in and erase that balance without really understanding the 
impact o f it.

Rep. LA FALCE: If I could address myself to that issue, first of all. a great many state



legislators in states that have the restrictive usury ceilings, have said. “ We hop: Congress 
will bail us out because this is a tough political issue. You can't sell it back home. You do 
the dirty work." Secondly, we do give the states, the right to revoke the federal pre­
emption. Third, the Congress has the power, and I think the obligation, to an to effectuate 
the interstate commerce laws. If this isn't interstate commerce. I don't know what is. In a 
great many instances, the Congress has already preempted usury ceilings. We've done it 
fo.' b. ness loans; we've done it for agricultural loans; we’ve done it for residential loans, 
etc. In preempting usury ceilings on those type of lioans, and permitting credit, therefore, 
to flow to those type o f  loans, we have engaged in credit allocation, and we've denied that 
type o f credit, therefore, to the consumer and to the small businesses. - - - -

LEHRER: Congressman Patman?

Rep. PATMAN: It’ s legal for the Congress to do this, but it is wrong. We should never 
have preempted the states’ rights— the states’ right to operate in these other areas, and I 
really believe that we're going to be getting in this— in legalizing loan-sharking through­
out the United States by passing this bill. That will be—

LEHRER: How does it legalize lean-sharking?

Rep. PATMAN: Well, loan-sharking is the charging of a rate that is illegal. Right now. or 
at least when I left the legislature, loaning money over 18% in certain transactions was 
loan-sharking. Loaning money at 2'i%, in the other states, was loan-sharking. But we’ re 
going to be taking off the lid enti'ely, and nothing will be loan-sharking. We’ ll be like 
legalizing burglaries, and permitting them and licensing them. - ------

LEHREP.: But if you have the market rate up at 20%, how could that be loan-sharking? I 
mean if it’s costing that much a s . result o f the economy, and the prime rale is at 20%— — •

Rep. PATMAN: Well, the amount that's charged fluctuates from state to stale, perhaps. 
It’s something that every state legislature can examine carefully. Sure, it’s a tough issue. 
But the people ought to have a right to talk to folks on the local level about these maners.

LEHRER: We just have a few seconds. Speaking of the local level, back to you, Mr. 
Kusin. Do you think that the people in Arkansas do not have— should not have the right to 
do what they want to do in their state, right?

Mr. KUSIN: I believe they should certainly have the right, but the merchants from whom 
they buy the goods cannot operate under a system where they have to supplement by fully 
10% what the interest is.

LEHRER: Thank you. Robin?

MacNEIL: Yes, that’s the end o f our time this evening. Thank you all for joining us in 
Washington. Good night, Jim.

LEHRER: Good night, Robin.

MacNEIL: That’s all for tonight. We will be back tomcrrov night. I'm Robert MacNeil. 
Good night.

Transcript produced by Journal Graphics, Inc.. N c  York, N.Y.
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cred it deregulatfldii-Hri'lilew- ;i

■ T I "  • "• "  ..
CREV7T  INTEREST .RATES ^FOR̂ j 987;,' "‘'■■ft- “ -
T H i  V •*•;,’•
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As o f  this w riting, no-lim it b i l l s  are awaiting governors’ signatures in 
Montana and Utah; Kansas extended it s  217. rate for another year; Wyoming 
passed a 21% rate b i l l ;  Oklahoma has introduced a 24% rate; Colorado and 
North Carolina have 21% b i l l s  pending; Georgia's 21% rate is awaiting 
governor's signature; Missouri and Washington are considering 18%; Texas 
has a variable rate b i l l  pending with a flo o r  o f  18% and 24% maximum; 
I l l in o is ,  Iowa; Ohio and Louisiana have introduced deregulation r i l l s .


