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

N o  c o m p a r a b l e  p r o v i s i o n  in the b i l l  for r e t a i l  c h a r g e  a g r e e m e n t s .

S e c t i o n  5 o f  t h e  b i l l  r e m o v e s  t h e  c e i l i n g  f o r m e r l y  c o n t a i n e d  in 
s u b s e c t i o n  (b) to A S  4 5 . 4 5 . 0 1 0 .  T h a t  c e i l i n g  w a s  a l i m i t  o n  
i n t e r e s t  c h a r g e d  b y  the e x p r e s s  a g r e e m e n t  o f  the p a r t i e s  to 
fi v e  p e r c e n t a g e  p o i n t s  a b o v e  t h e  T w e l f t h  F e d e r a l  R e s e r v e  
d i s t r i c t  rate. T h e  b i l l  d o e s  n o t  c h a n g e  t h e  r a t e  of 
i n t e r e s t  in s t a t e  in the a b s e n c e  o f  an a g r e e m e n t ,  w h i c h  
r e m a i n s  a t  10.5 p e r c e n t  a year, b u t  r e m o v e s  t h e  f l o a t i n g  
c e i l i n g  r a t e  f o r m e r l y  c o n t a i n e d  in s u b s e c t i o n  (b) w h i c h  w a s  
t h e  u p p e r  l i m i t  for t h e  l e g a l  r a t e  of  i n t e r e s t  to b e  c h a r g e d  
w h e n  t h e r e  is an e x p r e s s  a g r e e m e n t  b y  the p a r t i e s .

S e c t i o n  6 m e r e l y  r e e n a c t s  the c h a n g e s  d e l e t e d  in sec. 1 of 
the b ill.

S e c t i o n  7 u n d o e s  the a m e n d m e n t s  m a d e  in sec. 2 of t h i s  bill.

S e c t i o n  8 u n d o e s  the a m e n d m e n t s  m a d e  in sec. 3 of t h i s  bill.

S e c t i o n  9 is t h e  f i r s t  h a l f  of the a m e n d m e n t  w h i c h  r e t u r n s  
to the o r i g i n a l  the l e g a l  r a t e  of  i n t e r e s t  l a n g u a g e  w h i c h  
w a s  c h a n g e d  in sec. 5 of t h e  bill.

S e c t i o n  10 r e e n a c t s  the o p e n - e n d  l o a n s  s t a t u t e  w h i c h  is 
r e p e a l e d  in sec. 14 of  the bill.

S e n a t o r  R i c h a r d  I. E l i a s o n  J u l y  27, 1983

o n e  a n d  t h r e e - f o u r t h s  a n d  r e m o v i n g  che t w o  t i e r e d  
i n t e r e s t  c e i l i n g  b v  r a i s i n g  t h e  $ 1,000 c e i l i n g  to 
$ 10,000 a n d  d e r e g u l a t i n g  i n t e r e s t  o n  t h a t  p a r t  of 
t h e  b a l a n c e  w h i c h  e x c e e d s  $ 10,000.

S e c t i o n  4 o f  t h e  b i l l  i n c r e a s e s  t h e  e f f e c t i v e  
i n t e r e s t  r a t e  i n t e r e s t  for r e t a i l  c h a r g e  a g r e e m e n t s  
f r o m  o n e  a n d  o n e - h a l f  to o n e  a n d  t h r e e - f o u r t h s  
p e r c e n t  p e r  m o n t h  a n d  d e r e g u l a t e s  i n t e r e s t  on  
b a l a n c e s  o v e r  $ 10,000.

S e c t i o n  5 o f  the b i l l  c h a n g e s  i n t e r e s t  c e i l i n g  for 
a g r e e m e n t s  b e t w e e n  p a r t i e s  g e n e r a l l y  to t w o  p e r c e n t  
a m o n t h  a n d  d e r e g u l a t e s  l o a n s  in w h i c h  t h e  p r i n c i p a  
a m o u n t  is g r e a t e r  t h a n  $ 10,000.

T h e  b i l l  c o n t a i n s  n o  c o m p a r a b l e  s e c t i o n .

T h e  b i l l  c o n t a i n s  no c o m p a r a b l e  s e c t i o n .

T h e  b i l l  c o n t a i n s  no c o m p a r a b l e  s e c t i o n .

T h e  b i l l  c o n t a i n s  n o  c o m p a r a b 2 a  s e c t i o n .

T h e  b i l l  c o n t a i n s  n o  c o m p a r a b l e  s e c t i o n .

P a g e  2
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S e c t i o n  13. r e e n a c t s  A S  06. 4 5 . 0 6 0 ( 5 )  (A) (vi) w h i c h  is the 
s e c t i o n  d e a l i n g  w i t h  i n t e r e s t  r a t e s  for c r e d i t  u n i o n s .

S e c t i o n  1 2 . T h e  a d d i t i o n  of  s u b s e c t i o n  (i) to AS 4 5 . 4 5 . 0 1 0  
is m e r e l y  a r e i n s e r t i o n  o f  t h e  l a n g u a g e  w h i c h  w a s  f o r m e r l y  
c o n t a i n e d  in A S  4 5 . 4 5 . 0 1 0 ( b ) .

S e c t i o n  13 r e q u i r e s  t h e  d i v i s i o n  o f  b a n k i n g  to m a k e  a r e p o r t  
t o  t h e  l e g i s l a t u r e  o n  o r  b e f o r e  M a r c h  15, 1985, c o n c e r n i n g  
t h e  e f f e c t s  o f  th i s  l e g i s l a t i o n .

S e c t i o n  1 4 . T h i s  s e c t i o n  r e p e a l s  the i n t e r e s t  r a t e  c e i l i n g s  
o n  o p e n - e n d  l o a n s  (AS 0 6 . 2 0 ) ,  c r e d i t  u n i o n s  (AS 06.4 5 ) ,  a n d  
g e n e r a l  i n t e r e s t  c e i l i n g  for p r i v a t e  a g r e e m e n t s  c o n t a i n e d  in 
A S  4 5 . 4 5 . 0 1 0 ( b ) .

S e c t i o r  1 5. T h i s  s e c t i o n  m a k e s  t h e  f i r s t  fiv 'i s e c t i o n s  o f  
t h e  A c t  as w e l l  as secs. 13 - 15 e f f e c t i v e  on J u l y  1, 1983.

S e c t x u n  1 6 . T h i s  s e c t i o n  m a k e s  secs. 6 - 12 o f  the b i l l  
e f f e c t i v e  on J u l y  1, 1985. T h e  i n t e n d e d  e f f e c t  o f  t h i s  
s e c t i o n  is to r e t u r n  the l a n g u a g e  to the o r i g i n a l  b y  u n d o i n g  
t h e  a m e n d m e n t s  t h a t  w e r e  m a d e  in t h e  o t h e r  p o r t i o n s  of the 
b i l l  (with t h e  e x c e p t i o n  of t h e  a m e n d m e n t  m a d e  to the i n t e r e s t  
r a t e  o n  e m i n e n t  d o m a i n  j u d g m e n t s ) . T h e  s t a t u t e s  w o u l d  r e t u r n  
to t h e i r  p r e s e n t  w o r d i n g  on  J u l y  1, 1985 in the a b s e n c e  of 
f u r t h e r  a c t i o n  by  t h e  l e g i s l a t u r e .

T A S : l j b  
2 6 / 0 1 8

T h e  b i l l  c o n t a i n s  n o  c o m p a r a b l e  s e ction.

Th e  b i l l  c o n t a i n s  no c o m p a r a b l e  se c t i o n .

T h e  b i l l  c o n t a i n s  no c o m p a r a b l e  s e c t i o n .

S e c t i o n  6 of  the b i l l  r e p e a l s  i n t e r e s t  r a t e  
c e i l i n g  for c r e d i t  u n i o n s .

S e c t i o n  7 o f  the b i l l  g i v e s  an i m m e d i a t e  
e f f e c t i v e  d a t e  to  t h e  e n t i r e  bill.

S e n a t o r  R i c h a r d  I. E i i a s o n J u l y  27, 1983 P a g e  3
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SU B J E C T : I n t e r e s t  r a t e s
(Work O r d e r  No. 13-1465)

TO:

FROM:

S e n a t o r  R i c h a r d  I. E l i a s o n  
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  Committee

T h o m a s  A. Sofo 
L e g i s l a t i v e  Co'unsel

Y o u  h a v e  r e q u e s t e d  t h i s  o f f i c e  to p r e p a r e  a c o m p a r a t i v e  s e c t i o n a l  
a n a l y s i s  o f  SCS C S H B  246 ( L & C ) , h e r e i n a f t e r  "the b i l l "  a n d  the 
a t t a c h e d  b i l l  d r a f t ,  W o r k  O r d e r  No. 13-1465, h e r e i n a f t e r  "the d r a ft".

S C S  C S H B  246 (L&C)

S e c t i o n  1 of the b i l l  remo.^-s t h e  f i x e d  n u m e r i c a l  i n t e r e s t  
r a t e  c e i l i n g  on s m a l l  loans. It a l l o w s  A l a s k a  s m a l l  loans 
l e n d e r s  a r a t e  as h i g h  as can be  m u t u a l l y  a g r e e d  o n  b y  c o n t r a c t .

S e c t i o n  2 of <_he b i l l  d o e s  the sa m e  t h i n g  for p r e m i u m  f i n a n c i n g  
a g r e e m e n t s  by  r e m o v i r "  the n u m e r i c a l  p e r c e n t a g e  i n t e r e s t  c e i l i n g  
a n d  x'eplacing it w i t h  a r a t e  a g r e e d  on b y  c o n t r a c t .

Sectioi: 3 of  the b i l l  i n c r e a s e s  the i n t e r e s t  p a i d  on e m i n e n t  d o m a i n  
j u d g m e n t s  f r o m  six p e r c e n t  a y e a r  to fi v e  p e r c e n t  a b o v e  the 
l a w f u l  r a t e  nf  i n c e r e s t .  T h e  l a w f u l  r a t e  of i n t e r e s t  
r e f e r r e d  to is the ra t e  set in A S  4 5 . 4 5 . 0 1 0 ( a )  w h i c h  
p r e s e n t l y  is 10.5 p e r c e n t  a year.

W o r k  O r d e r  No. 1 3 - 1 4 6 5

T h e  d r a f t  c o n t a i n s  n o  c o m p a r a b l e  s e ction.

S e c t i o n  1 of the d r a f t  i n c r e a s e s  the p r e s e n t  rate* 
of 15 p e r c e n t  a y e a r  to a ra t e  of t w o  p e r c e n t  a 
m o n t h  on the f i r s t  $ 10,000 and d e r e g u l a t e s  i n t e r e s t  
o n l y  for that p a r t  of the loan in e x c e s s  of $ 10,000

S e c t i o n  2 of the d r a f t  r e p l a c e s  the six p e r c e n t  a 
y e a r  ra t e  w i t h  a f l o a t i n g  rate set at fi v e  p e r c e n t­
age  p o i n t s  a b o v e  the f e d e r a l  r e s e r v e  rate.

S e c t i o n  4 of the b i l l  r e m o v e s  the i n t e r e s t  c e i l i n g  f r o m  r e t a i l  
i n s t a l l m e n t  c o n t r a c t s  a n d  r e p l a c e s  it w i t h  a r a t e  a g r e e d  o n  by 
c o n t r a c t .  An  e x a m p l e  of r e t a i l  i n s t a l l m e n t  c o n t r a c t s  are the

S e c t i o n  3 of the d r a f t  i n c r e a s e s  the e f f e c t i v e  
i n t e r e s t  c h a r g e a b l e  o n  r e t a i l  i n s t a l l m e n t  c o n t r a c t s  
b y  i n c r e a s i n g  the p e r c e n t a g e s  f r o m  f i v e - s i x t h s  to
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t y p e s  o f  a g r e e m e n t s  t y p i c a l l y  u s e d  b y  f u r n i t u r e  stores.

N o  c o m p a r a b l e  p r o v i s i o n  in the b i l l  for r e t a i l  c h a r g e  a g r e e m e n t s .

S e c t i o n  5 o f  the b i l l  r e m o v e s  the c e i l i n g  f o r m e r l y  c o n t a i n e d  in 
s u b s e c t i o n  (b) to AS 4 5 . 4 5 . 0 1 0 .  T h a t  c e i l i n g  w a s  a l i m i t  on 
i n t e r e s t  c h a r g e d  b y  the e x p r e s s  a g r e e m e n t  o f  the p a r t i e s  to 
fi v e  p e r c e n t a g e  p o i n t s  a b o v e  the T w e l f t h  F e d e r a l  R e s e r v e  
d i s t r i c t  rate. T h e  b i l l  d o e s  not c h a n g e  the ra t e  of 
i n t e r e s t  in s t a t e  in the a b s e n c e  o f  an a g r e e m e n t ,  w h i c h  
r e m a i n s  at 10.5 p e r c e n t  a year, b u t  r e m o v e s  the f l o a t i n g  
c e i l i n g  r a t e  f o r m e r l y  c o n t a i n e d  in s u b s e c t i o n  (b) w h i c h  w a s  
the u p p e r  l i m i t  for the l e g a l  r a t e  of  i n t e r e s t  to be c h a r g e d  
w h e n  t h e r e  is an e x p r e s s  a g r e e m e n t  by the p a r t i e s .

S e c t i o n  6 m e r e l y  r e e n a c t s  the c h a n g e s  d e l e t e d  in sec. 1 of 
the bill.

S e c t i o n  7 u n d o e s  the a m e n d m e n t s  m a d e  in sec. 2 of this bill.

S e c t i o n  8 u n d o e s  the a m e n d m e n t s  m a d e  in sec. 3 of this bill.

S e c t i o n  9 is the f i r s t  h a l f  o f  vhe a m e n d m e n t  w h i c h  r e t u r n s  
to t h e  o r i g i n a l  the l e gal r a t e  of i n t e r e s t  l a n g u a g e  w h i c h  
w a s  c h a n g e d  in sec. 5 of  the bill.

S e c t i o n  10 r e e n a c t s  the o p e n - e n d  l o ans s t a t u t e  w h i c h  is 
r e p e a l e d  in sec. 14 o f  the bill.

o n e  a n d  thr.ia-fourths a n d  r e m o v i n g  the t w o  t i e r e d  
i n t e r e s t  c e i l i n g  b y  r a i s i n g  the $ 1,000 c e i l i n g  to 
$ 10,000 a n d  d e r e g u l a t i n g  i n t e r e s t  on t h a t  p a r t  of 
the b a l a n c e  w h i c h  e x c e e d s  $ 10,000.

S e c t i o n  4 o f  the d r a f t  i n c r e a s e s  t h e  e l e c t i v e  
i n t e r e s t  rate i n t e r e s t  for r e t a i l  c h a r g  a g r e e m e n t s  
f r o m  o n e  a n d  o n e - h a l f  to o n e  a n d  t'nrec.-iourths 
p e r c e n t  p e r  m o n t h  a n d  d e r e g u l a t e s  i n t e r e s t  on 
bai m c e s  o v e r  $ 10,000.

S e c t i o n  5 of the d r a f t  c h a n g e s  i n t e r e s t  c e i l i n g  for 
a g r e e m e n t s  b e t w e e n  p a r t i e s  g e n e r a l l y  to two p e r c e n t  
a m o n t h  a n d  d e r e g u l a t e s  l o a n s  in w h i c h  the p r i n c i p a l  
a m o u n t  is g r e a t e r  t h a n  $ 10,000.

Th e  d r a f t  c o n t a i n s  no  c o m p a r a b l e  section,

The d r a f t  c o n t a i n s  no c o m p a r a b l e  section,

T h e  d r a f t  c o n t a i n s  no c o m p a r a b l e  section,

Th e  d r a f t  c o n t a i n s  no  c o m p a r a b l e  section,

Th e  d r a f t  c o n t a i n s  no c o m p a r a b l e  section,

S e n a t o r  R i c h a r d  I. E l i a s o n J u n e  16, 1903 Pac-' 2
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S e c t i o n  11 r e e n a c t s  AS 0 6 . 4 5 . 0 6 0  (5) (A) (vi) w h i c h  is the 
s e c t i o n  d e a l i n g  w i t h  i n t e r e s t  r a t e s  for c r e d i t  u n i o n s .

S e c t i o n  1 2 . The a d d i t i o n  o f  s u b s e c t i o n  (i) to AS 4 5 . 4 5 . 0 1 0  
is m e r e l y  a r e i n s e r t i o n  of the l a n g u a g e  w h i c h  w a s  f o r m e r l y  
c o n t a i n e d  in A S  4 5 . 4 5 . 0 1 0 ( b ) .

S e c t i o n  13 r e q u i r e s  the d i v i s i o n  of  b a r k i n g  to m a k e  a r e p o r t  
to the l e g i s l a t u r e  on o r  b e f o r e  M a r c h  15, 1985, c o n c e r n i n g  
t he e f f e c t s  of th i s  leg i s l a t i o n .

S e c t i o n  1 4 . T h i s  s e c t i o n  r e p e a l s  the i n t e r e s t  r a t e  c e i l i n g s  
o n  o p e n - e n d  l oans (AS 06.20), c r e d i t  u n i o n s  (AS 06.4 5 ) ,  and 
g e n e r a l  i n t e r e s t  c e i l i n g  for p r i v a t e  a g r e e m e n t s  c o n t a i n e d  in 
AS 4 5 . 4 5 . 0 1 0 ( b ) .

S e c t i o n  1 5 . T h i s  s e c t i o n  m a k e s  the f i r s t  five s e c t i o n s  of 
the A c t  as w e l l  as secs. 13 - 15 e f f e c t i v e  on J u l y  1, 1983.

S e c t i o n  1 6 . T h i s  s e c t i o n  m a k e s  secs. 6 - 12 o f  the b i l l  
e f f e c t i v e  on J u l y  1, 1985. The i n t e n d e d  e f f e c t  of this 
s e c t i o n  is to r e t u r n  the l a n g u a g e  to the o r i g i n a l  by u n d o i n g  
the a m e n d m e n t s  t h a t  w e r e  m a d e  in the o t h e r  p o r t i o n s  of the 
b i l l  (with the e x c e p t i o n  of the a m e n d m e n t  m a d e  to the i n t e r e s t  
r a t e  on e m i n e n t  d o m a i n  j u d g m e n t s ) . T h e  s t a t u t e s  w o u l d  r e t u r n  
to t h e i r  p r e s e n t  w o r d i n g  on J u l y  1, 1985 in the a b s e n c e  of 
f u r t h e r  a c t i o n  by the l e g i s l a t u r e .

T A S : l j b  
2 4 / 0 2 2

T h e  d r a f t  c o n t a i n s  no  c o m p a r a b l e  s ection.

The d r a f t  c o n t a i n s  no c o m p a r a b l e  s ection.

T h e  d r a f t  c o n t a i n s  no c o m p a r a b l e  s ection.

S e c t i o n  6 of the d r a f t  r e p e a l s  i n t e r e s t  ra t e
c e i l i n g  for c r e d i v  unions.

S e c t i o n  7 of the d r a f t  g i v e s  an i m m e d i a t e  
e f f e c t i v e  d a t e  to the e n t i r e  d r a f t  bill.

S e n a t o r  R i c h a r d  I. E l i a s o n J u n e  16, 1983 P a g e  3



Advisory Council Members 
Senator Kerttula, Chairman 
Senator Bennett 
Senator Vic Fischer 
Senator Fahrenkamo

S E N A T E  A D V I S O R Y  C O U N C I L

M E M O R A N D U M

Pouch V  
State Capital 

Juneau, Alaska 99811 
Phone: (907)465-3114

TO:

FROM:

DATE:

RE:

S e n a t o r  V i c  F i s c h e r

M a y  2, 1983 

A n a l y s i s  of S B276

z"' S B 27 6 d e r e g u l a t e s  i n t e r e s t  r ates on v a r i o u s  t y p e s  o f  c o n s u m e r  loans

tha t are n o w  r e g u l a t e d  by sta tutes.

Sect. 1. D e r e g u l a t e s  the i n t e r e s t  rate c h a r g e d  by a l i c e n s e d  " L e n d e r  

of m o n ey "  f o r  an y s um  of mone> iot e x c e e d i n g  $ 25 , 00 0 .  Any  

p e r s on  e n g a g e d  in the b u s i n e s s  of m a k i n g  loans of m o n e y ,  

c re d i t , e tc.,  m u s t  be l i c e n s e d  u n d e r  the A l a s ka  Small Lo ans  

Act. T he  i n t e r e s t  rate mus t be a g r e e d  on by c o n t r ac t.

Sect. 2. D e r e g u l a t e s  the i n t e r e s t  rate c h a r g e d  by a l i c e n s e d  p r e m i u m  

f i n a n ce  co mpa ny.  A n y  p e rs on  e n g a g e d  in this b u s i n e s s  m u s t  

be l i c e n s e d  u n d e r  the P r e m i u m  F i n a n c i n g  Act. T he  i n t e r e s t  

rate m u s t  be a g r ee d  on by cont rac t.

Sect. 3. D e r e g u l a t e s  the i nt e r e s t  rate c h a r g e d  on f u n ds  e x c e e d i n g

t h o se  d e p o s i t e d  w i t h  the c ou r t  in a civil p r o c e d u r e s  at the 

time of the ju dg m e n t.  T he j u d g m e n t  shall i n c l u d e  lawful 

in te re s t ?

Sect. 4. D e r e g u l a t e s  the i n t e r e s t  rate c h a r g e d  on retail i n s t a l l m e n t  

c o n t r a c t s  to a rate a g r ee d  on by con tr ac t .

Sect. 5. D e r e g u l a t e s  the interest rate c h a r g e d  on a retail c h ar ge

a g r e e m e n t ,  r e v o l v i n g  c h a r g e  agreement, or  o t h e r  retail c h a r g e  

a g r e e m e n t  to a rate a g r e e d  on by co nt ra ct .

Sect. 6. For i nt e re s t  rates in th e s t a t e  to e x c e e d  10.5 p e r c e n t  a

y e a r  it m u s t  be by e x p r e s s  a g r e e m e n t  of the p a r t i e s  in a 

c o n t r a c t  or loan c o m mi tm e n t .

Sect. 7. R e pe a l s  s p e c i f i c  i n t e r es t rates an o p e n - e n d  loans and  rates 

c h a rg e d  by c r e d i t  unions.



#

As y o u  can tell by the a t t a c h e d  i n fo r m a t i o n ,  m a n y  s t a t e s  ar e l oo k i n g 

at the u s u r y  q u e st io n .  In i960, as th° p r i m e  rate  m o v e d  past n  p e rc e n t ,

42 s tat es  l i f t e d  or e l i m i n a t e d  t h e i r  jre ce i l i n gs . O t h e r  s^.’tes took 

a c t i o n  in 1981 f o r  the f i r s t  time. T e n  s t at es  n ow  p e r m i t  b a nk s that issue 

c r e d i t  car ds to c h a r g e  a ny  i n t e r e s t  rate. T h i r t e e n  st at es ,  f o r  all intent , 

no l o n g e r  l i m i t  the i n t e r e s t  rates the b a n k s  c h a r g e  on c o n s u m e r  loans. 

S ever al s t a t es  i n c l u d i n g  D e l a w a r e ,  N e v a d a  and N ew  M e x i c o  h a v e  c o m p l e t e l y  

w i p e d  out  all i n t e r e s t - r a t e  r e s t r i c t i o n s  f o r  all c l a s s e s  of lenders. 

A c c o r d i n g  to the D i v i s i o n  of B a n k i n g  a n d  S e c u r i t i e s ,  no n e  of th e states 

th a t  h av e e l i m i n a t e d  u s u r y  s t a t u t e s  hav e r e e n a c t e d  them.

If y ou  w o u l d  like c op ie s  of a n y  a r t i c l e s  l i s t e d  in the a t t a c h e d  

a b s t r a c t ,  p l e a s e  c i r c l e  and return.

I hop e t his i n f o r m a t i o n  will be helpful .



#

A l a s k a  L a v  c u r r e n t l y  s p e c i f i e s  i n t e r e st  rat e  c e i l i n g s  f o r  the 

following:

1) B a n k  loans not e x c e e d i n g  $25,000. - AS 4 5 . 4 5 . 0 1 0 ( b)

This is a f l o a t i n g  rate, f i v e  p e r c e n t a g e  points a b o v e  the 

ann ua l  d i s c o u n t  rate c h a r g e d  by the 12th F e d e r a l  R e s erve.

2) Cr e d i t  U n i o n s  - AS 0 6 . 4 5 . 0 6 0 ( 5 ) ( A ) ( v i ) . T h i s  is 15% a y e a r  

or the rat e  s p e c i f i e d  in AS 4 5 . 4 5 . 0 1 0( b ) .

3) C o n s u m e r  F i n a n c e  C o mp a n i e s ,  such as H o u s e h o l d  F i n a n c e  -

AS 0 6 . 2 0 . 2 3 0 ( a ) .  T h i s  is fo r  loans not e x c e e d i n g  $10,000.

Th e  i n t e r e s t  r a t e  is 3% a month, or 36% a y e a r  for a m o u n t s  

not e x c e e d i n g  $850., and 2% a mon t h ,  or 24% a y e a r  fo r  a m o u n t s  

not e x c e e d i n g  $10,000. T h e  l a w a l s o  al l o ws  fo r  loans n o t  to 

exceed $25,000., but s u c h  loans are not regul at e d .

4) C a r  d e a l e r s  and f u r n i t u r e  sto r e s  m a y  e n t e r  into i n s t a l l m e n t  

c o n t r a c t s  u n d e r  AS 4 5 . 1 0 .1 2 0 ( b ) .  T h e  i n t erest r a t e  is f iv e -  

sixths of one p e r c e n t  a mo n t h ,  or 10% a ye a r  ( 5 / C  X  12) for 

a m o u n t s  not e x c e e d i n g  $1000. F o r  a m o u n t s  e x c e e d i n g  $1000., 

the intere s t  rate in t w o - t h i r d s  of one p e r c e n t  a mo nt h ,  or 

8% a y e a r  P LUS 10% for the am o u n t  u n d e r  $1000. T h e r e f o r e ,  

car d e a l e r s  and f u r n i t u r e  sto r es  can l e g a l ly  c h a r g e  18% a 

year, or 1.5% a month.

5) C re d i t  c a r d s  and c o n s u m e r  c h a r g e  a c c o u n t s  - A S  4 5 . 1 0 . 1 20 ( c )

If the b a l a nc e  d o e s  not ex c ee d  $1000., the interest rat e  is 

1.5% a m o n t h  or 18% a year. Fo r  a b a l a n c e  ove r  $1000., the 

interest r ate is o n e - t w e l f t h  of the a n n u a l  rate a l l o w e d  in 

AS 4 5 . 4 5 . 0 1 0 ( b ) ,  sec 1) above.

6) P r e m i u m  f i n a n c i n g  - AS 0 6 . 4 0 . 12 0 ( c ) .  T h i s  Is for large 

b u s i ne s s e s .  T h e  i nt e r e s t  rate is 15% a year.

7) E m i n e nt  d o m a i n  - AS 0 9 . 5 5 . 4 4 0 ( a ) .  T h i s  is w h e n  the. g o v e r n m e n t  

cond e m s  s o m e o n e ' s  p r o p e r t y  to w i d e n  a road, for e x ample. Th e  

i n t e r e s t  rate p a i d  the for c ed  s e l l e r  is 6%. a year.

8) E v e r y t h i n g  e l s e  - AS 4 5 . 4 5 . 0 1 0 ( a ) .  T h i s  general, n o n - s p e c i f i c  

i n t e re s t  rate is 10,.5% a year.



§ 45 . 10.120 A l a s k a  St a t u t e s § 45 10.130

Sec. 45.10.120. Extent of service charge, (a) The service charge 
shall include all charges inc.dent to investig: »;ng and making the 
retail installment contract or charge agreemen' and for the privilege 
of making the installment payments under the * mtract or agreement. 
No other fee, expense, or charge may be taken, received, reserved, or 
contracted for investigating and making the contract or agreement, oi 
for the privilege of making the payments.

(b) A seller or holder of a retai]_insta]]ment_contn^ charge, 
receive and collect a service charge which shall not exceed the 
following rates multiplied by the number of months, including a 
fraction of a month in excess of 15 days as one month, elapsing between 
the date of the contract and the due date of the last installment,

(1) on so much of the unpaid balance as does not exceed $1,000, 
five-sixths of one pe>‘ cent;

(2) if the unpaid bidance exceeds $1,000, on so much of tin unpaid 
balance as exceeds $1,000, twmthjirdsjinm^

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

(c) A seller or holder of a retaii ch.a mo aereement. rcvolvim: charge 
agreement or other retaii charge agreement may charge, receive and 
collect a service charge not to exceed the following rates computed on 
the outstanding balances from month to month,

(1) on so much of the outstanding balance as does not exceed $1,000, 
one and one-half per cent per month;

(2) if the outstanding balance is more than $1,000, one-twelflh of the 
annual rate permitted under AS 45.45.010(b) per month on the excess 
over $1,000 of the outstanding balance;

(3 if the service charge so computed is less than $1 for any month, 
$1;

,e service charge may be computed on a schedule of fixed 
umou ,ts if as so computed it is applied to all amounts of outstanding 
balances equal to the fixed amount minus a differential of not more 
than $5 provided that it is also applied to all amounts of outstanding 
balances equal to the fixed amount plus at least the same differential. 
(S 13 ch 111 SLA 11)62; am § 1 ch 154 SLA 1966; am 8 2 eh 79 SLA 
1980)

Cross reference. — As to revolving the  annual ra te  perm itted  under AS 
credit plans, see AS . 6.05,208, •J5.45.Ull)ibi" for "one per cent" following

Effect of iimenr.iient. -- The 1!)S0 "more than  St,000" in paragraph  i2) of 
am endm ent .substi o !.d  "one-twelfth of subsection (cl.

Sec. 45.10,'130. Insurance. If the cost of insurance is included in 
the retail installment contract or retail charge agreement and a 
separate charge is mude to the buyer for the insurance,

210



§ 45.10.220 T r a d e  a n d  C o m m e r c e § 45.10.220

(2) "goods’’ meat s personal chattels purchased primarily for 
personal, family, ol household use and not for commercial or business 
use, but does not include money or. except as provided in the next 
phrase, chose in action; "goods" includes but is not limited to 
merchandise certificates or coupons issued by a retail seller to be used 
in their face amount instead of cash in exchange for goods or services 
sold by the seller and goods which, at th*5 time of sale or subsequently, 
are to be so affixed to real property as to become a part of it, whether 
or not severable from it;

(3) "official fees” means the amount of the fees set by law for filing, 
recording, or otherwise perfecting and releasing or satisfying a 
retained title, lien, or other security interest created by a retuil 
installment transaction;

(4) "person” means an individual, partnership, joint venture, 
corporation, association, or any other group, however organized;

(5) "principal balance” means the cash sale price of the goods or 
services which are the subject matter of a retail installment contract 
less the amount of the buyer’s down payment in money or goods or both, 
plus the amounts for insurance and officiul fees included in the contract 
if a separate identified charge is made and stated in the contract for 
insurance and official fees;

(6) "ratv" means the percentage which, when multiplied times the 
outstanding balance for each month or other installment period, yields 
the amount of the service charge for the month or period;

(7) "retail buyer” or "buyer" means a person who buys or agrees to 
buy goods or obtain services or agrees to have services rendered or 
furnished from a retail seller;

(8) "retail charge agreement.,” "revolving charge agreement," or 
"charge agreement" means an instrument (A) entered into or 
performed in the state which sets out the terms of retail installment 
transactions which may be made under the agreement from time to 
time, and (11) under the terms of which a service charge is to be 
computed from time to time in relation to the buyer’s unpaid balance;

(9) "retail installment, contract" or "contract" means a contract, 
other than a retail cliarge agreement or an instrument reflecting a sale 
price made under a retail charge agreement, entered into or performed 
in the state for a retail installm nt transaction; "retail installment 
contract” includes (A) a chattel mortgage, (11) a conditional sale 
contract, and (C) a contract in the form of a bailment or a lease if the
bailee or lessee contracts to pay a sum substantially equivalent to or 
in excess of the value of the goods sold as compensation for their use 
and if it is agreed that the bailee or lessee is bound to become, or for 
no other or a merely nominal consideration, has the option of becoming 
the owner of the goods upon full compliance with the provisions of the 
bailment or lease;

213



§ 45.10.230 A l a s k a  S t a t u t e s § 45.20.010

(10) "retail installment transaction’’ means a transaction in which 
a retail buyer purchases goods or services from a retail seller under a 
retail installment contract or a retail charge agreement which provides 
for a service charge under which the buyer agrees to pay the unpaid 
balance in one or more installments;

(11) "retail seller” or "seller" means a person engaged in the 
business of selling goods or services to retail buyers;

(12) "service charge," however denominated or expressed, means the 
amount which is paid or payable for the privilege of purchasing goods 
or services to be paid for by the buyer in installments over a period of 
time; "service charge” does not include the amount charged for 
insurance premiums, delinquency charges, attorney fees, court costs, or 
official fees;

(13) "services" means work, labor, or services of any kind purchased 
primarily for personal, family, or household use and not for commercial 
or business use. whether or not furnished in connection with the 
delivery, installation, servicing, repair, or improvement of goods; 
"services" includes repairs, alterations, or improvements upon nr in 
connection with real property, hut does not include the services of a 
professional person licensed by the state, or services for which the price 
charged is required by law to lie determined or approved by or to he 
filed, subject to approval or disapproval, witli ihe United States or a 
state or a department, division, agency, officer, or official of either as 
in the case of transportation services;

(14) "time balance" means the principal balance plus the service 
charge, (jj 1 ch 111 SLA 1952)

Sec. 45.10.230. Short title. This chapter may be cited as the Alaska 
Retail Installment. Sales Act. (S 23 ch 141 SLA 19(12)

Chapter 20. Purchase o f Ore.
Section
10, C laim ant in possession considered 

owner of ores 
20 When purchaser considered owner of 

ore; nonliability  to person 
Hubseipienlly adjudged owner 

SO. Notice purchaser by c laim ant or 
owner out of possession

Sect ion
•10. Failure to bring action 
SO, (.lability  o f pm  Conner to person 

adjudged owner or entitled  to
possession

See. 45.20.010. C laim ant in possession considered ow ner of 
ores. A person in the actual and peaceable possession of a mining 
claim, under claim or color of title, and engaged in the mining, 
shipment and treatment, or sab* Tore from it, shall, as to all persons 
purchasing the ore in good I'niln ..ml without notice as provided in this 
chapter of the title or claim of title, or ownership of another person to 
it, he considered to he the lawful owner of the ore. 29-4-1 ACLA 
1949)



A L A S K A  S T A T E  L E G I S L A T U R E  - S E N A T E
S E N A T O R  R I C H A R D  I. ELIAS O N

&

L A B O R  A N D  C O M M ERC E C O M M ITT E E .  C H A IR M A N  
R ESOURCES C O M M ITT E E  
J U D IC IA R Y  C O M M ITT E E  

F IS H E R IE S  SU B -C O M M ITTE E

P.O. BOX 143  
SITKA. ALASKA 9 9 8 3 5

P O U C H  V 

J U N E A U . ALASKA 99811  
( 9 0 7 1  4 6 5 - 4 9 1 6

M E M O R A N D U M

TO: Se n at e  L a b o r  & C o m m e r c e  C o m m i t t e e  M e m b e r s

FROM: S e n a t o r  D i c k  E.liason, C h a i r

D ATE: F e b r u a r y  14, 1984

RE: D e r e g u l a t i o n  of I n t e r e s t  Rates

1 h a v e  s c h e d u l e d  a pu bl i c  h e a r i n g  and t e l e c o n f e r e n c e  to ga t h e r  public 

input on 1111 246, "An Act r e l a t i n g  to d e r e g u l a t i o n  of i nt erest rate s , "  in 

A n c h o r a g e ,  M a r c h 3, 1984, 10:00 a.m. at the A n c h o r a g e  L e g i s l a t i v e  

I n f o r m a t i o n  Office. We w i l l  be tak i n g  A n c h o r a g e  t e s t i m o n y  from

*10:00-11:00 and s t a t e w i d e  t e s t i m o n y  via the t e l e c o n f e r e n c e  n e t w o r k  from 

11:00 o n .

H o p e f u l l y  you w i l l  be abl e  to plan y our h e c t i c  s c h e d u l e  around this 

hearing.

, b e o  \ I o  a  I

M c . f i ' i b c - v ' s

a I m I h



A L A S K A  S T A T E  LEGISLATURE - SENATE
COMMITTEE ON LABOR AND COMMERCE

S E N A T O R  R I C H A R D  I. ELIA S O N  
C H A IR M A N

O F F I C I A L  B U I I N K I *

PO U C H  V " J U N E A U .  ALA SK A  996 1 1  
< 9 0 7 )  4 6 5 - 3 8 4 4

P RESS R E L E A S E

S e n a t o r  E l i a s o n,  C h a i r  of the S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e ,  

has s c h e d u l e d  a pu b l i c  h e a r i n g  on M a r c h  3, 1984, 10:00 a.m. at the 

A n c h o r a g e  L e g i s l a t i v e  I n f o r m a t i o n  O f f i c e  to tak e pu b l i c  t e s t i m o n y  on HB 

246, "An A ct  r e l a t i n g  to d e r e g u l a t i o n  of i n t e r e s t  r a t e s ' . If passed 

this b i l l  w o u l d  rem o v e  the c u r r e n t  i n t er e s t  rate c e i l i n g  p l a c e d  on 

s m a l l ban k loans, r e t a i l  s t o r e ' s  r e v o l v i n g  ch a r g e  accounts, and 

in d i v i d u a l  cr ed i t  card compa n i e s .

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

s c h e d u l e d  s i m u l t a n e o u s l y .  C o m m i t t e e  m e m b e r s  w i l l  h e a r  t e s t i m o n y  from 

those i n d i v i d u a l s  p r e s e n t  in A n c h o r a g e  from 1 0 : 0 0 -1 1 : 0 0  and s t a t e w i d e  

p a r t i c i p a n t s  v i a  the t e l e c o n f e r e n c e  n e t w o r k  a f t e r  11:00 a.m.

A l l  p e r s o n s  d e s i r i n g  to p a r t i c i p a t e  are e n c o u r a g e d  to a t t e n d  the 

h e a r i n g  in A n c h o r a g e  or to cont a c t their local t e l e c o n f e r e n c e  office.



PUBLIC SERVICE ANNOUNCEMENT FOR STATEWIDE TELECONFERENCE

T h e  S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  w i l l  h o l d  a s t a t e w i d e  

t e l e c o n f e r e n c e  on HB 246, "An Act  r e l a t i n g  to the d e r e g u l a t i o n  of 

i n t e r e s t  r a t e s , " on Sat u r d a y ,  M a r c h  3, 1984, at 10:00 a.m. If passed 

t is b i l l  w o u l d  re m ov e  the c u r r e n t  i n t e r e s t r a t e  c e i l i n g  placed on small 

h a n k  loans, re t a i l  s t o r e ' s  r e v o l v i n g  ch a r g e a c counts, and i n d i v id u a l  

c r e d it  card c o m p a n i es .  T h e  exact r ate of i n t e r e s t  that could be c h a rg e d  

w o u l d  d e p e n d  on eac h  i n d i v i d u a l  bank, re t a i l  store, or c r e d i t  card 

c o m p a n i e s .

In c o n j u n c t i o n  w i t h  this t e l e c o n f e r e n c e  a pu b l i c  h e a r i n g  to d i s c u s s  HB 

246 is s c h e d u l e  s i m u l t a n e o u s l y  in A n c h o r a g e  at the L e g i s l a t i v e  

I n f o r m a t i o n  Office. C o m m i t t e e  m e m b e r s  w i l l  h e a r  t e s t i m on y  f rom those 

i n d i v i d u a l s  p r e s e n t  in A n c h o r a g e  f rom 10:00-1 •DO and s t a t e w i d e  

t e s t i m o n y  via the t e l e c o n f e r e n c e  n e t w o r k  a f t e r  :00 a.m. However, 

p a r t i c i p a n t s  v i a  the t e l e c o n f e r e n c e  n e t w o r k  wil be able to listen to 

a l l  of the A n c h o r a g e  testimony.

A l l  p e r s o n s  d e s i r i n g  to p a r t i c i p a t e  are e n c o u r a g e d  to cont a c t  their 

local t e l e c o n f e r e n c e  office.



S E N A T O R  R I C H A R D  I. ELIASON

A L A S K A  S T A T E  LEGISLATURE - SENATE
COMMITTEE ON LABOR AND COMMERCE

PO U C H  V • J U N E A U ,  ALASKA 9 00 1  1 
( 9 0 7 )  4 6 5 * 3 8 4 4C H A IR M A N

O F F I C I A L  ■UIINEII

F e b r u a r y  17, 1984

Mr. M o n t e  Enr.el 

A l a s k a  Legal Service 

615 H St r e et

A n c h o r a g e ,  A l a s k a  99501 

D e a r  Mr. Engel,

T he S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  has s c h e d u l e d  a pu b l i c  h e a r i n g  on 

M a r c h  3, 1984, 10:00 a.m. at the A n c h o r a g e  L e g i s l a t i v e  I n f o r m a t i o n  O f f i c e

to tak' pu b l i c  t e s t i m o n y  on HB 246, "An Act r e l a t i n g  to d e r e g u l a t i o n  of

i n t e r e s t  rates". If p a s s e d  this b i l l  w o u l d  remove the current interest 

rate c e i l i n g  pl a c ed  on s m a l l b a n k  loans, re t a i l s t o r e ' s r e v o l v i n g  charge 

a c c o u nt s ,  and i n d iv i d u a l  c r e d i t  card companies.

Th i s  c o m m i t t e e  w o u l d  like to invite y o u  or y o u r  r e p r e s e n t a t i v e  to test i f y  

at this hearing. Y o u r  i ns i g h t s  on h o w  d e r e g u l a t i o n  of interest rates ma y  

af f ec t  y o u r  c l ie n t s  w o u l d  be v e r y  u s e f u l  to the committee.

Hop e to you see Saturday, M a r c h  3rd.

Since r e l y ,

Senator Dick Eliason



S E N A T O R  R I C H A R D  I. E L I A SO N

C O M M ITTEE ON LABO R AND C O M M ER C E

C H A IR M A N
PO U C H  V  • J U N E A U .  A LA SK A  9 98 1 1  

< 9 0 7 )  4 6 5 - 3 8 4 4
O F F I C I A L  B U S I N E S S

M E M O R A N D U M

TO: N o r m a n  G o r s u c h  I

A t t o r n e y  G e n e r a l  / A  1 / A  /

FROM: S e n a t o r  D i c k  E l i a s o n ,  C h a i r | 1/

S e n a t e  L a b o r  and C o m m e r c e L y v

DATE: M a y  25, 1983

RE: S e n a t e  L a b o r  and C o m m e r c e  h e a r i n g  o n  HB 246

T h e  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  w i l l  be c o n d u c t i n g  a h e a r i n g  on 

HB  246, r e l a t i n g  to the d e r e g u l a t i o n  of i n t e r e s t  rates, t o m o r r o w  at 1:30 

p.m. ( P S T ) .

T h e  s u b j e c t s  of credit, c o n s u m e r  credit, and i n t e r e s t  rat e  r e g u l a t i o n  

are c o m p l i c a t e d ,  an d  in o r d e r  for the c o m m i t t e e  to r e c e i v e  a b a l a n c e d  

p r e s e n t a t i o n  of the is s u e s  it w o u l d  be d e s i r a b l e  if s o m e o n e  w o r k i n g  in 

the a rea of c o n s u m e r  c r e d i t  c o u l d  testify.

C o n n i e  Sipe, C h i e f  of y o u r  C o n s u m e r  P r o t e c t i o n  S e ction, h a s  b e e n  

e x t r e m e l y  h e l p f u l  in r e s p o n d i n g  to s t a f f  i n q u i r i e s  a bout h o w  this b i l l  

w o u l d  w ork, and it s ee m s  to me that h e r  e x p l a n a t i o n s  of h o w  this bill 

m a y  a f f e c t  A l a s k a  c o n s u m e r s  w o u l d  be v e r y  u s e f u l  to the c ommittee.

I'd t h e r e f o r e  like to r e q u e s t  that she be a v a i l a b l e  to t e s t i f y  b e f o r e  

the c o m m i t t e e  tom o r r o w .  W e  h a v e  a r r a n g e d  a t e l e c o n f e r e n c e  h o o k u p  w h i c h  

w i l l  a l l o w  h e r  to s p e a k  to the c o m m i t t e e  f r o m  h e r  office.

T h a n k  y o u  for y o u r  c o n s i d e r a t i o n  of this r e q u e s t .  I h o p e  you h a v e  not 

b e e n  i n c o n v e n i e n c e d  b y  its l a teness.



A L A S K A  S T A T E  LE GISLATU RE - SENATE
COMMITTEE ON LABOR AND COMMERCE

S E N A T O R  R I C H A R D  I. ELIASON 
C H A IR M A N

PO U C H  V • J U N E A U .  A LA S K A  9 9 B M  
( 9 0 7 )  4  6 5*3  6 4 4

M a y  20, 1983

R a l p h  K n o o h u i z e n ,  E x e c u t i v e  D i r e c t o r  

A l a s k a  L e g a l  S e r v i c e s  

615 H  S t r e e t

A n c h o r a g e ,  A . a s k a  99501 

D e a r  Mr. K n o o h u i z e n :

Th e  S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  p r e s e n t l y  ha s  in c o m m i t t e e  CS 

for H o u s e  Bil l  246(L & C) , "An Ac t r e l a t i n g  to the d e r e g u l a t i o n  of 

i n t e r e s t  r a t e s . "

As thi s  p r o p o s e d  l e g i s l a t i o n  m a y h a v e  an impact on p eo p l e  r e p r e s e n t  

and s e r v e ,  the S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e  r e q u e s  ^ that A l a s k a  

L e g a l S e r v i c e s  s t u d y  C S H B  246 and p r e s e n t  w r i t t e n  f i n d i n g s  to the 

c o m m i t t e e .

T h a n k  you  for y o u r  a s s i s t a n c e  in this m a t t e r .

S i n c e r e l y ,

S h e i l a  P e t e r s o n ,  S e n a t e  A i d e  

S e n a t e  L a b o r  and C o m m e r c e  C o m m i t t e e

enc.



S E N A T O R  R I C H A R D  I. E L I A S O N  
C H A IR M A N

A L A S K A  STATE LEGISLATURE - SENATE
C O M M ITTEE ON LABO R AND C O M M E R C E

PO U C H  V » J U N E A U ,  A L A S K A  D9B11  
< 0 0 7 >  4 6 5 - 3 0 4 4

O F r i C I A L  B U S IN E S S

M E M O R A N D U M

TO: B i l l y  B e r r i e r

D i v i s i o n  of L e g a l

FROM: Sen. D i c k  E l i a s o n

DATE: J u n e  14, 1983

RE: W o r k  o r d e r  and r e q u e s t  for c o m p a r a t i v e  b i l l  a n a l y s i s

A t t a c h e d  p l e a s e  find c o p i e s  of C S H B  246(l.6C), a s e c t i o n - b y - s e c t i o n  

a n a l y s i s  of that bill, and a c o p y  of l e g i s l a t i o n  i n t r o d u c e d  in the 

S e n a t e  in 1982.

I w o u l d  lik e to h a v e  a b i l l  d r a f t e d  w h i c h  is m o d e l e d  on the old p r o p o s e d  

l e g i s l a t i o n  (CSSB 7 5 0 [ L & C ] / 1 9 8 2 ) . In a d d i t i o n ,  I w o u l d  l i k e  a 

s e c t i o n - b y - s e c t i o n  a n a l y s i s  of the w o r k  draft. F i n a l l y ,  I w o u l d  lik e  a 

c o m p a r a t i v e  a n a l y s i s  of C S H B  246(L& C )  and the w o r k  d r a f t  m o d e l e d  on SB

T o m  S o f o  h a s  b e e n  d o i n g  the w o r k  on H B  246, and p r o v i d e d  the a t t a c h e d  

a n a l y s i s  of that l e g i s l a t i o n . —

750.

T h a n k  y o u  for y o u r  a s s i s t a n c e .

0



•  •

A L A S K A  STATE LEGISLATURE - SENATE 
C O M M ITTEE ON LABO R AND C O M M ER C E

S E N A T O R  R I C H A R D  I. E L I A S O N  PO U C H  V  • J U N E A U .  A LA SK A  99811
C H A IR M A N  ( 9 0 7 )

orr ic iA L  u u s i k c s s

O c t o b e r  6, 1983

W i l l i s  K i r k p a t r i c k ,  D i r e c t o r  
D i v i s i o n  o f  B a n k i n g ,  S e c u r i t i e s  

a n d  C o r p o r a t i o n s  
P o u c h  D
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  Mr. K i r k p a t r i c k :

T h i s  l e t t e r  is a foiTnal r e q u e s t  for c o p i e s  o f  y o u r  d i v i s i o n ' s  
C o m p a r a t i v e  R e p o r t  o f  S m a l l  L o a n s  a n d  C o r p o r a t i o n s .  I h a v e  
the 1 9 8 0  r e p o r t ,  a n d  w o u l d  l i k e  c o p i e s  f r o m  1981 to the p r e s e n t .  
A c o p y  o f  t h e  1980 r e p o r t  is e n c l o s e d  so y o u  k n o w  e x a c t l y  w h a t  
I a m  r e f e r r i n g  to.

T h a n k  y o u  no much.

S i n c e r e l y ,

R o c k y  iNrotnick W e l l e r ,  R e r e a r c h e r  
S e n a t e  L a b o r  and C o m m e r c e



$ I. *>•

DC Pi' FITMENT OP COMMERCE AND ECONOMIC DEVELOPMENT 
DIVISION OF BANKINO, SECUniTIES, SMALL LOANS AND CORPORATIONS 

Chorlas R. Wobbor, Commissioner 
W:Ills F. Kirkpatrick, Director

COMPARATIVE REPORT OF SMALL LOAN LICENSEES 
For Porlod Ended Docombor 31,1980

ASSETS LIABILITIES RESERVES CAPITAL ACCOUNTS

City & Name of Llcensoa 

ANCHORAGE 

Beneficial Flnonco Co. 

Bentflcia Flnonco Co. 

Houioi'oL Flnonco Co. 

Houichold Flnor.;" Co. 

Household Finance Co. 

Housohold Flnonco Co.

FAIRBANKS 

Household Flnonco Co.

Boncficiol Flnonco Co. 

KENAI

Bo 'ollelol Flnonco Co.

t o t a l :

Addrou

215 E. 4th Avonuo

4101 Mt. Vlow Drlvo

300 36th Avonuo

600 E. Northorn Lights

4009 Mt. Vlow Dr.

636 E. 16th Stroot 
Gambol Building

636 4th Avcnuo 
Parish Building

330 Bornotto Stroot

Profosslonol Building

Number

1,307

656

672

681

1,086

- 0-

886

G02

437

6,107

Loans
Amount

Othor
Loans

1,108,407 244,460

450,942 196,323

778,270 264,274

920,371 319,667

1,439,774 302,493

— 0—  -0-

1,424,643 22G.001

746,201 155,307

X

604,030 20.352

7.4G0.634 1,736,035.

Cash fit Duo Furnituro Othor
From Banks & Fixtures Assots

OCTaemn t «b

024 

635 

1,509 

1,540 

1,077

-0-

411

45

449

6,470

2,425

0,977

- 0-

0,703

443

- 0-

1,670

2,206

2,958

27,370

1,691

12,627

2,361

Total
Assets

Accounts & Othor Total
Notos Payable Liabilities Resorvos

Branch Ofllce Capital
Capital Stock Surplus

1,655,104

916,466

530,150 2,760 6,770 33,107 495,451 -0 -  * -0-

49,004 9,200,321 2,709,003

Total Capital 
Liabilities 
Accounts

28,059 1,464,263 2,766,976 38,666 123,990 (1,093,610) 5,000 423,242 1,464,263

26 ' 6C3.002 6,723 37,9'»6 50,070 560,258 - 0 - - 0 - 663,002

1,372 1,045,b13 - 0 - - 0 - - 0 - 1,045,513 - 0 - - 0 - 1,046,613

604 1,250,063 - 0 -  * - 0 -
«

- 0 - 1,250,063 - 0 - - 0 - 1,250,063

003 1.744.G90 - 0 - ' . - 0 - - 0 - 1.744,590 - 0 - - 0 - 1.744,590

1,562 1,662 - 0 - —0— - 0 - 1,662 - 0 - - 0 - 1,662

- 0 -  - 0 -  - 0 -  1.G55.104 -0-- -O- 1,655.104

12,655 27,022 47,000 029,001 - 0 -  - 0 -  916,466

63B.150

110,303 255,141 5.G97.G32 5,000 423,242 0,200,321

•Bonoflciol Flnonco Co., Eoglo Rlvor Rood, Alosko ofilco closed 5/1/00. Accounts transforrod to Bonollclol 215 Eost 4th Avonuo In Anchorogo.





L A W  O F F I C E S  O F

ALASKA LEGAL SERVICES CORPORATION
6 15  "H "  STREET, S U IT E  IOO  

A N C H O R A G E .  A L A S K A  9 9 5 0 1  
T e l e p h o n e  ( 9 0 7 )  2 7 2 - 9 4 3 1

Mcirch 15, 1984

S e n a t o r  D i c k  E l i a s o n ,  C h a i r m a n  
C o m m i t t e e  on L a b o r  and C o m m e r c e  
P o u c h  V
J u n e a u ,  A l a s k a  99811

Re: H.R. 246

D e a r  S e n a t o r  Eliason:

T h i s  l e t t e r  is in r e s p o n s e  to a t e l e p h o n e  call I r e c e i v e d  
from one of y o u r  a i d e s  r e q u e s t i n g  that 1 s u b m i t  in w r i t i n g  
the c h a n g e s  I p r o p o s e d  to H.R. 246. I w o u l d  like to first 
r e s t a t e  that it is our p o s i t i o n  that d e r e g u l a t i n g  c o n s u m e r  
i n t e r e s t  r a t e s  will hurt low income and o t h e r  c o n s u m e r s  in 
A l a s k a ,  w i l l  be f o l l o w e d  by an i n c r e a s e  in c o n s u m e r  i n t e r e s t  
r ates, and wi l l  not i n c r e a s e  the a m o u n t  of c r e d i t  a v a i l a b l e  
to low income (or any other) c o n s u m e r s .

H o w e v e r ,  if the l e g i s l a t u r e  d e c i d e s  to p a s s  some form of 
i n t e r e s t  rate d e r e g u l a t i o n  bill, w e  feel it s h o u l d  c o n t a i n  
the f o l l o w i n g  p r o v i s i o n s  to p r o t e c t  c o n s u m e r s .  First, loans 
by l i c e n s e d  l e n d e r s  (AS 0 6 . 2 0 . 2 3 0 ( a ) )  s h o u l d  r e t a i n  an 
i n t e r e s t  c e i l i n g  of 3% p e r  m o n t h  for the f irst $ 8 5 0 . 0 0 ,  and 
2% p e r  m o n t h  for a m o u n t s  o v e r  $ 8 5 0 . 0 0  up to $ 1 0 , 0 0 0 . 0 0 .  
I n t e r e s t  r a t e s  for loan a m o u n t s  o v e r  $ 1 0 , 0 0 0 . 0 0  m a y  be as 
a g r e e d  by the p arties.

S e c o n d ,  c r e d i t  ca r d  (AS 4 5 . 1 0 . 1 2 0 ( c ) )  p r o v i d e r s  c o u l d  c h o o s e  
e i t h e r  a f i xed rate or v a r i a b l e  ra t e  c e i l i n g .  T h e  fixed rate 
w o u l d  be set by the s t a t u t e  ( p o s s i b l y  at o n e  or two p e r c e n t  
per a n n u m  h i g h e r  than the c u r r e n t  r a t e s ) . T h e  c r e d i t  p r o­
v i d e r  c o u l d  a l s o  impose e i t her: (a) a y e a r l y  fee for the 
card, not to e x c e e d  $ 1 5 . 0 0 ;  or (b) c h a r g e  i n t e r e s t  f r o m  the 
d a t e  of the t r a n s a c t i o n  to p a y o f f  in the f i rst m o n t h l y  
b i l l i n g  cycle, but not both (a) and (b).

T h e  v a r i a b l e  rate, s h o u l d  be set at 10 p e c e n t a g e  p o i n t s  a b o v e  
the 1.2th F e d e r a l  R e s e r v e  D i s t r i c t  cate c h a r g e d  to m e m b e r



S e n a t o r  E l i a s o n  
M a r c h  15, 1984 
P a g e  T w o

b anks, a d j u s t e d  s e m i a n n u a l l y .  T h e  c r e d i t  p r o v i d e r  u n d e r  this 
o p t i o n  c o u l d  not c h a r g e  (a) an a n n u a l  fee or s e r v i c e  charge;
(b) i n t e r e s t  c-n t r a n s a c t i o n s  w h e n  the b a l a n c e  is pa i d  in full 
in the f i r s t  b i l l i n g  cycle. U n d e r  e i t h e r  the fixed or 
v a r i a b l e  rate, the p r o v i d e r  s h o u l d  be p r o h i b i t e d  from 
c h a r g i n g  a t r a n s a c t i o n  fee (i.e. a c h a r g e  imposed e a c h  time 
the c a r d  is u s e d ) . A n y  ch a n g e  in the o p t i o n  c h o s e n  by the 
p r o v i d e r  w o u l d  have to be p r e c e e d e d  by a N o t i c e  to the card 
h o l d e r s  at least six m o n t h s  b e f o r e  the c h a n g e  t akes place.

T h i r d ,  o t h e r  loans u n d e r  $ 2 5 , 0 0 0 . 0 0  (AS 4 5 . 4 5 . 0 1 0 )  s h o u l d  be 
l i m i t e d  to a m a x i m u m  i n t e r e s t  rate of 7 p e r c e n t a g e  p o i n t s  
a b o v e  the 12th F e d e r a l  R e s e r v c e  D i s t r i c t  rate c h a r g e d  to 
m e m b e r  banks. F i nally, if int e r e s t  r a t e s  are d e r e g u l a t e d ,  
t h e r e  s h o u l d  be a s t a t u t o r y  p r e s u m p t i o n  that rates in e x c e s s  
o f  37.5% per a n n u m  are e x c e s s i v e .  T h i s  w o u l d  not be an 
a b s o l u t e  p r o h i b i t i o n  on interest r a t e s  h i g h e r  than 37.5%, but 
w o u ) d  put the b u r d e n  on the c r e d i t  p r o v i d e r  to p r o v e  that 
h i g h e r  r a t e s  are r e a s o n a b l e  in a n y  C o u r t  a c t i o n  i n v o l v i n g  the 
d e b t .

I w o u l d  like to thank you and the o t h e r  c o m m i t t e e  m e m b e r s  for 
the i n v i t a t i o n  to preser! the i n t e r e s t  of o u r  c l i e n t s  in this 
m a t t e r .

R e s p e c t f u l l y ,

A L A S K A  L E G A L  S E R V I C E R  C O R P O R A T I O N

S t a f f  A t t o r n e y

M E / 1  j 7.



M a r c h  20, 1984

S e n a t o r  Di c k  Eli a s o n ,  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  
P o u c h  V
J u n e a u ,  A l a s k a  99811

Re: HB 246

D e a r  S e n a t o r  E l iason:

At  the M a r c h  3, 1984 h e a r i n g  in A n c h o r a g e ,  one of the 
c o m m i t t e e  m e m b e r s  r e q u e s t e d  that I u p d a t e  the i n f o r m a t i o n  
s u p p l i e d  by R o b e r t  H i c k e r s o n  in a p o s i t i o n  p a p e r  d a t e d  May 
25, 1983. T h e  m o s t  c u r r e n t  i n f o r m a t i o n  I have i n d i c a t e s  that 
t h ere h a v e  been no c h a n g e s  s i nce then.

If I can be of any f u r t h e r  a s s i s t a n c e  to the c o m m i t t e e ,  
p l e a s e  let me know.

R e s p e c t  f u 11y ,

A L A S K A  L E G A L  S E R V I C E S  C O R P O R A T I O N

M o n t e  E n g e l  
S t a f f  A t t o r n e y



M l l O f  R IR S K R  WOMAN'S POLITICRL CRUCUS
I  l U J I  V i  P.O. Box 1571 •  Anchorage, Alaska 99510 •  (907) 337-5109

S S t  —

To: Sena t o r  R i c h a r d  Eliason, Chair Senate L abor ar. d C o m m e r c e  C o mmittee 

From: Jean F. Craciun, C h a i r - E l e c t  The Alaska Women s Pol i t ic a l  C a u c u s j ^ _ _

RE: Senate Bill 485

TE S T I M O N Y  M a rc h  3, 1984

The A l a s k a  W o m e n ' s  Political Caucus a p p r ec i a t e s  the o p p o r t u n i t y  to testify before 

this c o mmittee. We w o u l d  like you to k n o w  that we op p o s e SB485 and HB246.

Whereas we can a p p r e c i a t e  the attempt being made p h il o s o p h i c a l l y ,  p r a c t i c a ll y  we 

believe it will n e g a t i v e l y  impact on women and low income people.

While there are m a n y  factors that must be c o n s i d e r e d  w h i l e  m a k i n g  needed a d j u s tmentj 

that reflect the m a r k e t  c o n d i t i o n s  w it h i n  Alaska. 1 wan t  to draw the c o m m i t t e e 's 

a t t e n ti o n  to the issue of " c o m p e t i t i o n . "  Not i n g  that poorer, and less well e d u c a t e d  

people in A l a s k a  are locked into'bo r r o w in g  ~ompetit ion-1 ree ne i g hborhoods. It: is a 

known fact that: 1) C o m p e t i t i o n  does not exist in low income markets. Retailers 

and o ther lenders do not compete ov e r  credit rates beca u se  f v e q u e n t’y there is only 

one lender. Banks and finance c o m p a n ie s  do not have b r a n ch e s  in poor neighborhoods. 

There are no d e p a r t m e n t  stores and rarely any used car lots. Groc e r y  stores and 

cl o t h i n g  stores exist: but rarely provide credit. G i v e n  the size and poverty I the 

population, the c o m m u n i t y  g e n e r a l l y  can support only one lurniiure store, II 

another opens up, b oth may go out o( busin e s s  beca u se  people do not have enough 

s p e nding m o n e y  to k e e p  both profitable. With o nly one furniture store, that store 

can c h a r g e  w h a t e v e r  it wants. 2) C o m p e t i t i o n  is also inadequate because buyers 

have insufficient i n f o rm a t i o n  as to rates and a v a i l a b i l it y .  From a c o n sumer p e r s­

pective, c o m p e t i t i o n  in the credit market is not like coinput ion in the supermarket. 

In both cases an in I a r m e d  c o n s u m e r  is the key to a c o m p e t i t i v e  market. But when 

pric i n g  goods, the cost to the c o n s u m e r  is usua l l y  c l e a r l y  m a r k e d  on the item and 

readily c o m p a r a b l e.  In bu y i n g credit, much more is at stake since c o nsumers con'd 

lose t.hair h omes and lile savings. Moreover, the transact ion is infinitely more 

complicated. This c o m p l e x i t y  in p a r ti c u l a r  b e fuddles I lie low income and u n s o p h i s t i­

cated borrower. And they will be Llie target of the u n s c r u p u l o u s  lenders.

Further, c r e d i t o r s  do not a t K o r t i s e  rates and m a n y  bu y e r s  lack I lie I iine or stamina 

to call several di f ferent lenders to obt a i n  rate informal ion, C o n s u m e rs  also have?

I also impress i o n s  about w h i c h  institutions will lend to them. Historically, many 

w o r k i n g  class people and m i n o r i t i e s  were den i e d  credit: by hanks and so st ill stay 

away from hanks. O t h e r s  do not realize that they are e l i g i b l e lor some credit union 

mem be r s h i p s .  Some p r o b a b l y  do not think they make eno u g h  to qualify for credit 

cards. Many are p r ob a b l y  unaware that savings and loans are now e x t e n di n g  c o n s u m e r  

credit. A su r v e y by they Federal Reserve Board in 1977, noted that only 307. ol 

potential b o r r o w er s  shopped around. Most choose lenders based on proximity and 

familiarity. F a m i l i a r i t y  is a very big factor here. So in a small c o m m u n i t y  in 

Alaska, w here there is a limited number of banks and a p a r t i c u l a r  credit card 

is being o f f e r e d  from a bank who is only taking a p p l i c a t i o n s  from; existing 

d e p o s i t o r s or the app l i c a n t  does not make eno u g h  m o n e y  to qual i f y  tor crediL I rum 

that card i s s u e r  C o m p e t i t i o n  is mean i n g l e s s .

"UUc ore the M a jo rity "
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The tes t i m o n y of Jean C r a ci u n  continued:

Where there is a lack of c om p e t i t i o n  such as the brief e x a m p l e s I have  m entioned, 

there needs to be suffi c i e n t s afeguards for w o m e n ( w h o  mak e  onl y  59c for e very 

d ollar that^man m a k e s ) a n d  o ther low income groups.

The Ala s k a  W o m e n ' s  Political Caucus affirms the nee d  to saf e g ua r d  the interest of 

those more v u l n e r a b l e  to u n sc r u p u l o u s lenders. C o n s e q u e n t l y ,  we oppose S B485 and 

11B246, for it w ill not satisfy this need. T hank you.

1 ,
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G o o d  m o r n i n g .  My  n a m e  is M a u r e e n  K e n n e d y ;  I ’m the D i r e c t o r  of the 
A l a s k a  P u b l i c  I n t e r e s t  R e s e a r c h  Gr o u p .  A k P I R G  c o n d u c t s  r e s e a r c h  
a n d  a d v o c a c y  on e c o n o m i c  and s o c i a l  i s s u e s  of i m p o r t a n c e  to o u r  
4 0 0  s t a t e w i d e  m e m b e r s .  I'd like to t h a n k  the m e m b e r s  o f  the c o m­
m i t t e e  f o r  h o l d i n g  this t e l e c o n f e r e n c e  on a w e e k e n d  so w o r k i n g  p e o p l e  
c o u l d  attend.

A k P I R G  is o p p o s e d  to H B  246 and S B  4 8 5  a n d  the d e r e g u l a t i o n  of 
i n t e r e s t  r a t e s  in ge n e r a l .  We u n d e r s t a n d  the c o m p l e x i t i e s  of the 
issue, b u t  a r g u e  that the b o t t o m  line is q u i t e  s i m ple: if r a t e s  are
d e r e g u l a t e d  o r  c e i l i n g s  lifted, r a t e s  w i l l  go up, c o n s u m e r s  w i l l  
s u f f e r  a n d  b a n k s  w i l l  n e e d l e s s l y  i n c r e a s e  pr o f i t s .

R a t e s  w i l l  go up. S t u d i e s  in s t a t e s  a r o u n d  t h e  c o u n t r y  th a t  h a v e  
d e r e g u l a t e d  o r  i n c r e a s e d  c e i l i n g s  i n d i c a t e  that r a t e s  i n c r e a s e  an 
a v e r a g e  3 - 4 %  ju s t  a f t e r  d e r e g u l a t i o n .  An A m e r i c a n  B a n k e r s  Assoc, 
s t u d y  p u b l i s h e d  e a r l y  in 1983 e x a m i n e d  i n s t a l l m e n t  c r e d i t  i n c r e a s e s  
in M o n t a n a ,  M i s s i s s i p p i ,  N e w  J e r s e y  and O h i o .  J u s t  a f t e r  d e r e g u­
lation, r a t e s  i n c r e a s e d  b e t w e e n  J% (Ohio) a n d  3 3 / 4 %  (New J e r s e y ) .
T h e  b a n k e r s  a r g u e  that r a t e s  l a t e r  c a m e  down so  it ' s  "not t h e  e n d  
of t h e  w o r l d  for c o n s u m e r s . "  But by la t e  1982, r a t e s  w e r e  still 
b e t w e e n  a £% a n d  2 3 / 4 %  a b o v e  their o r i g i n a l  levels. A s  y o u  r e­
me m b e r ,  the p r i m e  w e n t  from a h i g h  of  2 0 . 5 %  in 1981 to an a v e r a g e  
1 0 . 8 1 %  t h r o u g h o u t  1982, the term of the A B A  study.

O v e r a l l  i n t e r e s t  r a t e s  in N e w  J e r s e y  i n c r e a s e d  b e t w e e n  6 and 7% 
j u s t  a f t e r  c e i l i n g s  w e r e  l i f t e d  in 1 9 8 1 — they h a d n ' t  c o m e  do w n  by 
m i d - 1 9 8 3 .  In M a r y l a n d ,  interest, r a t e s  on c r e d i t  c a r d s  w e n t  up and 
s t a y e d  up 3 %  a f t e r  t h e  c e i l i n g  w a s  l i f t e d  in '82. In N e w  York, r a t e s  
o n  c r e d i t  c a r d s  i n c r e a s e d  n e a r l y  6%  s h o r t l y  a f t e r  d e r e g u l a t i o n .
R.ates on o t h e r  types of loans i n c r e a s e d  as m u c h  as 6 i/2%, A " p a c k  
m e n t a l i t y "  is at work, and e v e n  A l a s k a n  b a n k e r s  a g r e e  t h a t  i n c r e a s e d  
c e i l i n g s  will lead to n e a r - t e r m  i n c r e a s e s  on c r e d i t  c a r d s  f r o m  1 8 %  to 
21%.

C o n s  urn irs will s u f f e r . E x t r a p o l a t i n g  from c o n s e r v a t i v e  n a t i o n a l  
f i g u r e s’] A l a s k a n  c o n s u m e r s  wi l l  pay $ 6 . 4  m i l l i o n  m o r e  to l e n d e r s  
f o r  e a c h  1%  i n c r e a s e  in i n t e r e s t  r a t e s  on i n s t a l l m e n t  c r e d i t  alone. 
A s s u m i n g  r ates go up 3%, w e ' r e  t a l k i n g  a b o u t  a $ 1 9 . 2  m i l l i o n  t r a n s­
fer f r o m  A l a s k a n  b o r r o w e r s  to l e n d e r s — .ivist on i n s t a l l m e n t  c r e dit.



p a g e  two, A k P I R G  t e s t i m o n y  on H B  246 a n d  S B  4 8 5

C o n s u m e r s  w i l l  not gain g r e a t e r  a c c e s s  to c r e d i t  t h r o u g h  d e r e g u l a t i o n .  
T h e  N e w  Y o r k  S t a t e  B a n k i n g  Dept, s t u d y  f o u n d  that 9 3 %  of c o m m e r c i a l  
b a n k s  i n c r e a s e ^  r a t e s  s u b s t a n t i a l l y  a f t e r  d e r e g u l a t i o n  but d i d  not 
l o o s e n  new-borrciver s t a n d a r d s .  E i g h t y  t h r e e  p e r c e n t  did not i n c r e a s e  
a c c e s s  to t h e i r  O W N  c u s t o m e r s .  T h e  s t u d y  i n d i c a t e s  s i m i l a r  b e h a v i o r  
f o r  c r e d i t  u n i o n s ,  f i n a n c e  c o m p a n i e s ,  S & L s  a n d  ret a i l e r s .

B a n k s  w i l l  n e e d l e s s l y  i n c r e a s e  t h e i r  p r o f i t s . B u s i n e s s  W e e k  r e p o r t e d  
last A u g u s t  that b a n k i n g  n a t i o n w i d e  w a s  the 10 t h  b e s t  p r o f i t m a k i n g  
i n d u s t r y  in the c o u n t r y  w i t h  a 3 4 %  i n c r e a s e  in p r o f i t s  o v e r  1982.
In D e c e m b e r ,  t h e  m a g a z i n e  r e p o r t e d  a 1 5 . 2 %  i n c r e a s e  in e a r n i n g s  p e r  
s h a r e  for ban k s .  C o n s u m e r  i n s t a l l m e n t  c r e d i t  i n c r e a s e d  by $1 b i l l i o n  
b e t w e e n  M a r c h  of '82 a n d  M a r c h  of '83. C l o s e r  to home, A l a s k a  
B u s i n e s s  r e p o r t e d  that t h e  s i x  l a r g e s t  A l a s k a n  b a n k s  h a d  p r o f i t - t n -  
e a r n i n g s  r a t i o s  r a n g i n g  f r o m  4 . 7 3  to 12.00. A l l  the s t a t e’s b a n k s  
i n c r e a s e d  e a r n i n g s  t h r o u g h  1982; m a n y  p o s t e d  r e c o r d  earni n g s .  T o t a l  
a s s e t s  a n d  d e p o s i t s  i n c r e a s e d  m o r e  th a n  2 5 %  a c c o r d i n g  to the J u n e  
issue; S e c u r i t y  N a t i o n a l  d o u b l e d  its a s s e t s  w h i l e  its d e p o s i t s  i n­
c r e a s e d  by 137%. T h e  b a n k e r s  I've s p o k e n  w i t h  a g r e e  that re, j ?  _tory 
r e l i e f  is not n e c e s s a r y  n o w — they w a n t  to h e d g e  t h e i r  b e t s  a g a i n s t  
a r e p e t i t i o n  o f  1 9 8 0 ' s e c o n o m i c  c o n d i t i o n s .  C a r e f u l  a d j u s t m e n t s  
to i n t e r e s t  r a t e  la w s  A R E  a p p r o p r i a t e  w h c  . e c o n o m i c  c o n d i t i o n s  d e m a n d  
them. T h a t  is c l e a r l y  not the c a s e  now.

W e  u r g e  y o u  not to p a s s  e i t h e r  I1B 246 o r  S B  485 out of c o m mittee.
T h e  l e g i s l a t i o n  is not n e e d e d  now. T h e  l e g i s l a t u r e  s h o u l d  r e p r e s e n t  
the i n t e r e s t s  o f  A l a s k a n  citiz e n s ,  not t h o s e  o f  O u t s i d e  b a n k s - -  
w e ' v e  p a s s e d  th a t  p e r i o d  of o u r  s t a t e ' s  h i s t o r y .  T h a n k  you.
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D e r e g u l a t i o n  of i n t e r e s t  r a t e s  d o e s  n o t  m a k e  a n y  b o r r o w e r  
b e t t e r  off. A s t a t e d  b e n e f i t  o f  the u s u r y  b i l l s  - i n c r e a s e d  
a v a i l a b i l i t y  of l o ans - has n o t  m a t e r i a l i z e d  in s t a t e s  that h a v e  
p r e c e d e d  A l a s k a  in l e g i s l a t i o n  of this sort. L a s t  y e a r  the b a n k s  
t e s t i f i e d  to  y o u  t h a t  d e r e g u l a t i o n  " w o n ' t  i n c r e a s e  rates, but w i l l  
a .’' ow a g r e a t e r  flow." T h e  f a c t  is th a t  l e n d e r s  do  not (and s h o u l d  
not) le n d  t o  h i g h  r i s k  b o r r o w e r s  w i t h  o r  w i t h o u t  d e r e g u l a t i o n .  In a 
N e w  Y o r k  s t u d y  ( D e c e m b e r  1982 L'.Y. B a n k i n g  Dept.) 93% of c o m m e r c i a l  
b a n k s  r a i s e d  i n t e r e s t  r a t e s  b u t  r e f u s e d  to r e d u c e  n e w - b o r r o w e r  q u a l i f i­
c a t i o n s ;  83% r e f u s e d  to o f f e r  b e t t e r  t e r m s  to  e x i s t i n g - b o r r o w e r s .
M o s t  s a v i n g s  b a n k s  h a d  not l i b e r a l i z e d  e i t h e r  m e a s u r e  of c r e d i t  
a v a i l a b i l i t y .  M o s t  of the f i n a n c e  c o m p a n i e s  h a d  n o t  c h a n g e d  t h e i r  
q u a l i f i c a t i o n s  t h o u g h  th e y  had r a i s e d  t h e i r  r a t e s  as far as t h e v  
l e g a l l y  c o u l d .  V i r t u a l l y  all o f  the r e t a i l e r s  in the s t udy had 
k e p t  c r e d i t  a v a i l a b i l i t y  u n c h a n g e d .  A  p r e p o n d e r a n c e  of the a u t o  
d e a l e r s  h a d  a l s o  r a i s e d  i n t e r e s t  r a t e s  s i n c e  d e r e g u l a t i o n ,  but n o t  
c h a n g e d  t h e i r  c r e d i t  q u a l i f i c a t i o n s .  F o r  the m o s t  p a r t  the h i g h e r  
i n t e r e s t  r a t e s  h a v e  b r o u g h t  a l m o s t  no  n e w  c r e d i t .  It w a s  s u g g e s t e d  
at t h e  h e a r i n g  l a s t  s p r i n g ,  h o w e v e r ,  t h a t  w e  c o u l d  go  a h e a d  
a n d  d e r e g u l a t e  i n t e r e s t  a n d  t h e n  h a v e  t h e  s t a t e  p i c k  up the i n e q u i t i e s  
by s u b s i d i z i n g  s p e c i a l  l o w - i n t e r e s t  loans. In m y  m i n d  that w o u l d  m e a n  
t h a t  t h e  s t a t e  is s u b s i d i z i n g  loar.s to s u b s i d i z e  the b a n k ' s  h i g h e r  
i n t e r e s t .

H o w e v e r ,  t h e  b i g g e s t  i s s u e  I see in n o t  w h e t h e r  or not d e ­
r e g u l a t i o n  t a k e s  p l a c e ,  b u t  t h a t  s t r o n g  c o n s u m e r  s a f e g u a r d s  p r e c e d e  
a ny a t t e m p t  at d e r e g u l a t i o n .  G r e a t  c a r e  m u s t  be t a k e n  to a s s u r e  c o n­
su m e r  p r o t e c t i o n  w h e n  d e r e g u l a t i o n  is c o n t e m p l a t e d .  A l a s k a  d o e s  not 
h a v e  a s t a t e  T r u t h - I n - L e n d i n g  law n o r  h a s  a n y  e n f o r c e m e n t  a u t h o r i t y  
o v e r  b a n k s ,  for e x a m p l e ,  to p r o t e c t  c r e d i t o r s  w h o  are not d e p o s i t o r s .  
L o o p h o l e s  in t h e  N a t i o n a l  T I L A  ( T r u t h - I n - L e n d i n g  Act) a l l o w  m a n y  
l e n d e r s  to d i s g u i s e  t h e  true c o s t  of c o n s u m e r  c r e d i t  so that w h a t  
a p p e a r s  t o  b e  l o w - i n t e r e s t  c o s t s  is o f t e n  v e r y  e x p e n s i v e  c r e d i t  and 
c o m p a r i s o n  s h o p p i n g  is d i f f i c u l t .  A c a r  loan today, for exa m p l e ,  is 
l e g a l l y  u n l i k e  t h e  c a r  loans o f  3 o r  4 y e a r s  a g o  s i n c e  p r o v i s i o n s  
w h i c h  u s e d  t o  b e  i l l e g a l  ha v e  s i n c e  b e e n  p e r m i t t e d  aqain. F e d e r a l  and 
s t a t e  d i s c l o s u r e  laws h a v e  s i m p l y  f a i l e d  to k e e p  p a c e  in s h o w i n o  
m a n y  of t h e s e  d i f f e r e n c e s  to b o r r o w e r s .

P r o t e c t i o n  is v i t a l  a g a i n s t  e x c e s s i v e  fees and a g a i n s t  f e e s  
t h a t  d o  not a p p e a r  in the A n R (Annual P e r c e n t a g e  Rate) w h i c h  c o n s u m e r s  
u s e  to c o m p a r i s o n  shop. T h e s e  i n c l u d e  u n l i m i t e d  a n n u a l  fees, 
t r a n s a c t i o n  fees, and o t h e r  o n e - t i m e  c h a r g e s .  P r o t e c t i o n  is v i t a l  
a g a i n s t  a b u s i v e  c r e d i t o r  r e m e d i e s  on d e f a u l t .  S t u d i e s  have s h o w n  th a t  
the v a s t  m a j o r i t y  o f  d e f a u l t s  o c c u r  d u e  to e v e n t s  b e y o n d  the d e b t o r ' s  
c o n t r o l  d u e  to job loss, ill n e s s ,  a n d  m a r i t a l  t r o u b l e .  T h e  m a j o r i t y  
of d e f a u l t e r s  d e f a u l t  not b e c a u s e  t h e y  a r e  a b l e  to pay and c h o o s e  not 
to d o  so, b u t  b e c a u s e  they s i m p l y  d o  not h a v e  the m o n e y  .

T h e r e  a r e  s e v e r a l  p r o v i s i o n s  t h a t  s h o u l d  be p a r t  of an A l a s k a  
T I L A  b e f o r e  w e  e v e n  c o n s i d e r  d e r e g u l a t i o n :
1. P l a i n  E n g l i s h  R e q u i r e m e n t s  n e e d  to b e  a s s u r e d  so that c o n s u m e r s  

c a n  r e a d i l y  u n d e r s t a n d  the c o n t r a c t s  th a t  b i n d  them. T h e y  
s h o u l d  u n d e r s t a n d  c l e a r l y  t h a t  e a r l y  p a y m e n t  of the loan i n c u r r s  
a p e n a l i t y .  T h e y  ne e d  to k n o w  u p  f r o n t  w h a t  c r e d i t o r  r e m e d i e s  

m a y  b e  e x e r c i s e d  on d e f a u l t .



T o  e n a b l e  b u y e r s  to r e l y  oc t h e  APR, c r e d i t o r s  s h o u l d  be p r o h i b i t e d  
f r o m  a s s e s s i n g  any c h a r g e s  for t h e  u s e  of c r e d i t  th a t  d o  n o t  
a p p e a r  in the APR.

T h e  m e t h o d  u s e d  to c o m p u t e  t h e  o a l a n c e s  to w h i c h  t h e  A P R  is 
a p p l i e d  s h o u l d  be s t a n d a r d i z e d .

W i t h  v a r i a b l e  r a t e  loans, l e n d e r s  s h o u l d  b e  r e q u i r e d  to d i s c l o s e  
h o w  m u c h  the m o n t h l y  p a y m e n t  w i l l  i n c r e a s e  u n d e r  fixed h y p o t h­
et i c a l  c o n d i t i o n s  and all l e n d e r s  s h o u l d  u s e  the same h y p o t h -  
e t i c a l s .

C o n t r a c t u a l  l a n g u a g e  that w a i v e s  c o n s u m e r s '  r i g h t  to n o t i c e  o r  an  
o p p o r t u n i t y  to b e  h e a r d  b e f o r e  a j u d g m e n t  is e n t e r e d  a a a i n s t  
t h e m  on  d e f a u l t  sh o u l d  b e  p r o h i b i t e d .

L e n d e r s  s h o u l d  be f o r b i d d e n  t o  s e i z e  a b o r r o w e r ' s  w a g e s  w i t h o u t  
the b a s i c  d u e - p r o c e s s  of a  p r i o r  n o t i c e  a n d  a hearincj b e f o r e  
an i m p a r t i a l  d e c i s i o n m a k e r .

S e c u r i t y  i n t e r e s t s  in h o u s e h o l d  g o o d s  a l s o  s h o u l d  b e  p r o h i b i t e d ,  
s i n c e  i n t e r e s t s  in h o u s e h o l d  g o o d s  a r e  e s s e n t i a l l y  w o r t h l e s s  to 
the c r e d i t o r .  W h e n  h o u s e h o l d  g o o d s  a r e  a c t u a l l y  seized, 
c o n s u m e r s  l ives are t o t a l l y  d i s r u p t e d  for m i n i m a l  or no f i n a n c i a l  
b e n e f i t s  for the credi t o r .  H o u s e h o l d  g o o d s  m a y  h a v e  a h i g h  
p s y c h o l o g i c a l  o r  s e n t i m e n t a l  v a l u e  to c o n s u m e r s ,  and be c o s t l y  
t o  r e p l a c e ,  b u t  as us e d  g o o d s  t h e y  h a v e  v e r y  low r e s a l e  v a l u e  and 
d i s c h a r g e  little, if any, o f  the d e b t o r ' s  o b l i g a t i o n .

S o m e  c r e d i t o r s  t a k e  a b l a n k e t  s e c u r i t y  i n t e r e s t  in c a t e g o r i e s  of 
g o o d s  r a t h e r  th a n  s p e c i f i c  i t e m s  w h i c h  c a u s e s  c o n f u s i o n  or 
m i s u n d e r s t a n d i n g  a b out w h i c h  p o s s e s s i o n s  m a v  be seized for n o n­
pay m e n t .  If c r e d i t o r s  a r e  a l l o w e d  to c h a r g e  u n l i m i t e d  i n t e r e s t  
r ates, th e y  s h o u l d  at a m i n i m u m  be r e q u i r e d  to spell out 
p r e c i s e l y  w h i c h  c o n s u m e r  i t e m s  m a y  be lost if p a y m e n t s  c a n n o t  
b e  met.

9. C r e d i t  c o n t r a c t s  o f t e n  r e q u i r e  b o r r o w e r s  to o a y  the lender's
a t t o r n e y  fees if they d e f a u l t ,  r e g a r d l e s s  o f  w h e t h e r  the b o r r o w e r  
has a v a l i d  d e f e n s e  to n o n - p a y m e n t .  C o n s u m e r s  do  not b a r g a i n  
for t h e s e  fees and o ften a r e  u n a w a r e  of the l i a b i l i t i e s  t h e y  
w o u l d  a s s u m e .  B e f o r e  u s u r y  l i m i t s  a r e  e r a s e d ,  i n d i v i d u a l s  
w h o  c a n n o t  m e e t  pa y m e n t s  s h o u l d  be p r o t e c t e d  a q a i n s t  the 
a s s e s s m e n t  o f  a t t o r n e y s  f e e s  as well.

10. C o s i g n e r s  o f t e n  a r e  u n a w a r e  of  t h e  n a t u r e  a n d  e x t e n t  of t h e i r
l i a b i l i t y .  In o r d e r  to p r o t e c t  c o s i g n o r s ,  w h o  g e n e r a l l y  r e c e i v e  
l i t t l e  if a n y  b e n e f i t  for a s s u m i n g  s u b s t a n t i a l  l i a b i l i t i e s ,  
l e n d e r s  s h o u l d  be r e q u i r e d  to f u r n i s h  t h e m  w i t h  a s t a t e m e n t  
e x p l a i n i n g  t h e i r  p o t e n t i a l  l i a b i l i t i e s  b e f o r e  th e y  sign a 
c o n t r a c  t .

11. I n d i v i d u a l s  w h o  a r e  a s k e d  to g u a r a n t e e  d e b t s  a l r e a d y  in d e f a u l t
s h o u l d  be g i v e n  a three d a y  " c o o l i n g  of f "  p e r i o d  to m a k e  an
u n p r e s s u r e d  a n d  i n f o r m e d  c h o i c e  to a c c e p t  or r e j e c t  c o s i g n o r  
l i a b i l i t i e s .*

I u r g e  y o u  to set into p l a c e  t h e s e  i m p o r t a n t  c o n s u m e r  p r o t e c t i o n s  
b e f o r e  y o u  ..:ove to dt /egulate i n t e r e s t  rates.

2

F o r  a m o r e  in d e p t h  a n a l y s i s  of  T I L A  a d d i t i o n s  s e e  t h e  M.Y. C o n s u m e r s  
U n i o n  t e s t i m o n y  b e f o r e  t h e  C o m m i t t e e  on Bankj.nq, H o u s i n g  a n d  
U r b a n  A f f a i r s  of the U.S. S e n a t e .  12 A p r i l  1983.

3.

4.
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ALASKA PUBLIC INTEREST RESEARCH GROUP
Post Office Box 1093/Anchorage, Alaska 99510/(907) 878 3661

A u g u s t  31, 1983

R o c k y  W e l l e r  
c / o  Sen. E l i a s o n  
P o u c h  V
June a u ,  AK 9 9 8 1 1  

D e a r  Rocky:

J u s t  to u p d a t e  y o u  on in t e r e s t  r a t e  a c t i v i t y — I'm m e e t i n g  w i t h  
J o s e p h s o n  a n d  R o d e y  next w e e k  t o  talk, a n d  P a u l a  at the Ber i n g  
S t r a i t s  F i s h e r m a n ' s  Assoc, at t h e  e n d  o f  this week.

E n c l o s e d  is a f a c t s h e e t  I put t o g e t h e r  today; w e ' l l  s t a r t  c i r­
c u l a t i n g  it. I h a v e  to m e e t  w i t h  s o m e  l a b o r  f o l k s  in the next 
few w e e k s  a n d  w i l l  m e n t i o n  it then. My S a c k e t t  c o n n e c t i o n  is 
no I b a c k  f r o m  C a l i f o r n i a  yet.

I got the b a c k u p  t e s t i m o n y  on t h e  national, d e r e g u l a t i o n  bill f r o m  
L i z  H i c k e r s o n , t h o u g h  I have to r e t u r n  it t h i s  week. T o  sa v e  us 
c o p y i n g  costs, is t h e-e any w a y  I can f o r m a l l y  a s k  you to i n c l u d e  
that s t u f f  in the file for the r e c o r d ?  O t h e r w i s e ,  I'll m a k e  
c o p i e s  s o m e t i m e  a n d  s e n d  it off to you. W h a t e v e r .

T h a n k s  for s t o p p i n  g by last w e e k  a n d  I'll let y o u  k n o w  what 
J o s e p h s o n  and Rod$?y h a v e  to say.

S i  i c e r e l y ,

M a u r e e n  K e n n e d y



T \  / T  ALASKA PUBLIC INTEREST RESEARCH GROUP
-  !  Post Office Box 1093/Anchorage, Alaska 99510/(907) 278-3661

S e p t e m b e r  2 0 , 1 9 8 3

D e a r  Rocky:

Well, I've t a l k e d  w i t h  both J o s e p h s o n  and R o d e y  a n d  h a v e n ' t  
w o n  o v e r  any hearts.

J o s e p h s o n  c a m e  right up f r o n t  and s a i d  that the Ban k e r s '  Assoc, 
h a d  a s k e d  h i m  to intro, the l e g i s l a t i o n  and he felt that it 
w a s  an O K  i d e a  a n d  w a n t e d  to b r o a d e n  his c o n s t i t u e n c y ;  that 
he w a s n ' t  j u s t  a f l a m i n g  l i b e r a l .  We h a d  a s e r i o u s  c o n v e r s a­
tion d u r i n g  w h i c h  I gave h i m  o u r  d r a f t  f a c t s h e e t  and t a l k e d  
a b out c o n c l u s i o n s  of some o f  the t e s t i m o n y  h e a r d  in DC.
He h a d n ' t  s e e n  any of that s t u f f  (his r e p e r t o i r e  c o n s i s t e d  
of  ABA info.) a n d  I told h i m  I'd f o r w a r d  it to him. In g e n­
eral, he s a i d  h e ' d  be w i l l i n g  to r e c o n s i d e r  if t h e  facts w e r e  
c o n v i n c i n g  enough. We t a l k e d  a b o u t  m i n i m a l  r e g u l a t i o n  for 
loan c o m p a n i e s  and f u r n i t u r e  s t o r e  type p l a c e s  a n d  c r e d i t  
c a r d s — he s e e m e d  to t h ink t h a t  that type of r e g u l a t i o n  was 
p r o b a b l y  in order. lie s o u n d e d  li k e  he w a s  l o o k i n g  for a l i t t l e  
d i r e c t i o n  f r o m  E l i a s o n  and t h e  S e n a t e  A d v i s o r y  C o u n c i l — a p p a r­
e n t l y  he a s k e d  them for s o m e  info, on the e f f e c t s  of d e r e g u l a t i o n  
in A l a s k a  s p e c i f i c a l l y ,  and w a s n ' t  h a p p y  w i t h  t h e  "well, w e  d on't 
s e e  a n y t h i n g  w r o n g  w i t h  it w i t h  the l i m i t e d  info, w e  have" 
r e s p o n s e  that lie received.

R o d e y  al s o  t h i n k s  that you all h a v e  s o m e  c o n c r e t e  p l a n s  g o i n g  
a n d  is w a i t i n g  for the signal. O u r  c o n v e r s a t i o n  w a s  a Little 
less s e r i o u s  in the i n f o r m a t i o n  a r e a — he g a v e  m e  the line of 
i n c r e a s e d  r a t e s  e q u a l s  i n c r e a s e d  a c c e s s  to cred i t ,  I g a v e  h i m  
m y  r e s p o n s e  and we  di d n ' t  get too far. lie d i d n ' t  f o cus do w n
on the c o n c r e t e  facts and fig u r e s ,  lie a n d  I a l s o  d i s c u s s e d
r e g u l a t i n g  c e r t a i n  p o r t i o n s  of  t h e  i n d u s t r y  e g  f u r n i t u r e  s t o r e s  
a n d  cr e d i t  cards, and he s e e m e d  a m e n a b l e  to that, but w a n t e d  
to see w h a t  E l i a s o n  h a d  to say. J i m  K e l l e y  and I are s u p p o s e d
to sit do w n  and d i s c u s s  all th i s  w h e n  h e  c o m e s  to t o w n — is that
t he guy you s a i d  had the h a r d  c o r e  b a n k e r s '  a t t i t u d e ?  R o d e y  
d i d  say that the b a n k s  w e r e  o n l y  in t h i s  to m a k e  m o n e y  and 
w e r e  w i l l i n g  to s t r e t c h  t h e i r  e c o n o m i c  t h e o r y  to add an e x t r a  
h a l f  p o i n t  to t h e i r  margin. He  a l s o  s a i d  he d i d n ' t  t h i n k  t h e r e  
w a s  m u c h  c o m p e t i t i o n  in t h e  A l a s k a n  b a n k i n g  i n d u s t r y .  So m u c h  
for c o n s i s t e n c y .  I'll f o l l o w  up w i t h  s o m e  w r i t t e n  m a t e r i a l  
b a s e d  on logic and s e e  w h a t  hap p e n s .

o v e r
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Rocky Plotnick Weller 
Senate Labor 4 Commerce Committee 
Alaska State Legislature-Sentate 
Pouch V

AK 99811

Dear Ms. Weller,

This is to acknowledge your letter of July 20, 1983, asking for comment on 
"a bill which would eliminate Alaska's usury statutes". An answer to your 
policy questions can only be general because almost all of the impact depends 
on how usury is "eliminated". As we have discussed previously, restrictions 
on my office's federal funding require that your Committee's interest be 
expressed over the signature of an elected official. While we are permitted 
to respond to oral inquiries should time be short, we nevertheless must by law 
request a written inquiry or confirmation from an appropriate official. I am 
providing this initial response in expectation of a return request confirming 
one or more of the Senators who are interested.

As I am sure you are aware, the Alaska legislature has many options
concerning usury "deregulation". Most states have retained their criminal 
usury statutes, while liberalizing civil usury, since t) do otherwise gives 
true loan sharks the right to enforce extortionate contracts. Second, 
virtually no state has actually eliminated their usury statutes, but rather
have redefined the usury ceilings. Progressive states have only raised or
altered those ceilings, such as establishing a "floating" rate ceiling linked 
to a money market index. This is tl'e system in the Alaska Constitution. This 
approach deserves study, especially where many of your credit markets may lack 
meaningful competition. I gather, for example, that there is only one finance 
company licensed for consumer business in your entire state, and that many 
communities lack outlets for consumer lending.

This is not unlike the problem of market breakdown in inner-city Chicago, 
where used car rates have stabilized at about 50% per annum after the Illinois 
consumer usury ceilings were removed. Consumer specialist lawyers serving 
those borrowers report to us that the earlier problem of over-availability of 
credit (which lower-income borrowers could not repay) is a problem now, just 
as it was before the rate ceilings were increased; worse, it appears that some 
buyer-borrowers who could have managed payments under the eld rate ceilings
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are unable to repay at these extremely high rates, and so lose both their 
equity and their transportation. The Uniform Consumer Credit Code, a 
creditor-sponsored consumer credit statute, presumes extortionate credit (that 
is, loan-sharking) at rates cf 45% per annum and up!

because of situations like this, some states who fail to realize an 
indexed rate cwiling is enough have avoided foresaking their borrowers 
completely, by defining the rate ceiling on a contract-by-contract basis, 
through legislation which replaces a numerical ceiling with the "interest rate 
agreed" between the borrower and the creditor. Those states have accompanied 
such legislation by specific disclosure requirements and other protections in 
order to be sure that the consumer understands what rate is being imposed 
(there being no bargain or "agreement" in such contracts of adhesion). The 
three main requirements that appear in the New Jersey Small Loan Law, which 
was deregulated in this way, include a prohibition of non-actuarial rebates, 
the elimination of all prepayment penalties, and the application of the United 
States Rule on Partial Prepayments. In the New Jersey statute, no charges 
other than interest are permitted, and acvance interest may not be taken; in 
deregulated statutes, these requirements are crucial because the federal Truth 
in Lending disclosures do not always describe the actual loan cost patterns 
properly.

Still other legislation is required if variable-rate consumer credit is 
planned, though it is rarely necessary to change usury ceilings in order to 
permit those variable rate transactions created in a competetive market. 
Interest ceilings hinder the enforcement of unconscionable results where 
variable-rate consumer credit shifts lender management risks to borrowing 
families. A study done by the Maine Department of Banking pointed out that a 
innocent-seeming variable rate mortgage for $30,000.00, written in June 1978, 
started with a monthly payment of $246.81, which had become $419.33 by 
December of 1980, an increase of 70%! These kind of transactions are 
extremely dangerous to most borrowers, in part because they are hard to 
understand and ill disclosed, since the Truth in Lending : aw is su weak. 
Professional bankers might be expected to manage money and adjust their fixed 
rate portfolios to accomodate future interest rate possibilities, but there is 
no way that a small householder can make those adjustments like those which a 
variable rate note forces them to do.

I have enclosed a copy of the Table of Contents from my treatise on 
Consumer Usury and Credit Overcharges, which can be used as a kind of check­
list of legal distinctions and abuses in this area. There is no practical way 
I can offer particular recommendations without understanding (1) what the 
problem is specifically that the usury law changes are supposed to meet, and
(2) what lender categories are asking for changes. Of those groups whom you 
mentioned there has historically been no justification for high interest rates 
in insurance premium finance, few justifications for high retailer interest 
rates, and only slightly less reasons to grant special usury consideration 
either to banks or credit card companies. Recent studies by the Federal 
Reserve Board in their Functional Cost Analysis show that New England bank 
credit card operations already achieve an effective return of about 27% on



credit card balances, though the stated credit card interest rates in this 
region are about 18%. (The difference comes from substantial merchant 
discounts, interchange fees, and from the huge returns generated from annual 
membership ^ees.)

Finally, your Committee's expectations that consumer interest rates will 
rise markedly when your usury ceilings are loosened is essentially correct. 
What has, to my knowledge, only been studied in New York, is the failure of 
the usual justification for imposing such costs on your existing borrowers. 
Lenders had argued in New York, the first state to raise interest rate 
ceilings to 25%, that increased rates would generate more credit availability 
in return for the huge cost increases. That did not appear to happen 
according to a study performed by the Banking Department, and reported in 
December of 1982. Needless to say, the report understated - and even 
misstated - this problem, but by and large, credit granting criteria were not 
liberalized, nor were many new dollars lent to new borrowers though the 
interest rates went up approximately 6 percentage points. I believe your 
Committee needs to look very carefully at the different sized groups effected 
by rate increases: existing borrowers, who already have large balances 
outstanding, are going to pay the overwhelming majority of new financing costs 
when rates go up, and very little new borrower debt will be created by 
comparison. This means that lenders largely increase their returns on people 
already qualified under earlier, lower interest rates, and perhaps lend them a 
bit more in the process. The few states that have realized what this problem 
means have permitted rate increases for entirely new borrowing but not when 
refinancing old balances. ____

- , .*5; ‘ ---- ~ - - - - - -

The major effects of rate "deregulation" will be three: market confusion,

reduction in most local purchasing power, because of increased debt-service 
costs, and increased risk of default with higher rates and variable rate 
contracts. Unfortunately some states have ignored the problem and only served 
their lender constituents by legalizing loan-sharking.

Please send me the bill you think is most likely to be heard, and I will 
attempt to analyze it for you further.

cc: Will Obgurn
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Mr, D o n a l d  Magp.usson 
A l a s k a  R e t a i l  A s s o c i a t i o n  
174 S o u t h  f r a n k l i n  S t r e e t  
$205
J u n eau, A l a s k a  9 9 &01

Re: A l a s k a  H.B. 246

D e a r  Don;

E n c l o s e d ,  p u r s u a n t  to o u r  r e c e n t  d i s c u s s i o n s ,  is 
a p r o p o s e d  amendment- (with e x p l a n a t i o n )  m o d c l l o d  on  t h e  
S o u t h  C a r o l i n a  d e r e g u l a t i o n  law. T h e  a m e n d m e n t  w o u l d  
r e q u i r e  f i l i n g  o f  r e t a i l  r a t e s  in e x c e s s  o f  21% a n d  
p o s t i n g  of s u c h  r a t e s  by  t h o s o  w h o  a r e  not a l r e a d y  
r e q u i r e d  t o  d i s c l o s e  t h e m  in c h a r g e  a c c o u n t  a g r e e m e n t s  
o r  r e t a i l  i n s t a l l m e n t  c o n t r a c t s ,

P e r h a p B  this a p p r o a c h  w o u l d  a l l e v i a t e  some of 
S e n a t o r  E l i a s o n ' s  c o n c e r n s .

CordiaJ.ly y o u r  a,

J o h n  H. A n d  rev.1 
W e s t e r n  R e g i o n a l  C o u n s e l

JltA/mmj

cc; R o b e r t  L. G e l t a e r ,  Esq. (w/encl.) 
R u s s e l l  u. P e a r s o n  "
R o b e r t  J. D e v i n e  
D o u g l a s s  H o i k o n  "
J o s e p h  M. M o r a l e s ,  Esq. "
C h a r l e s  P. M c K o n n e y ,  Esq. "
L a r r y  S n i d e r  "

uo*) bHMkrtmwl J.C. Pert/iey Company, Inc., 333 South Hope SI.. Sull* 3720. Los Angr.lps. OA 80071, TPl: (213) ft20 1740



P R O P O S E D  A M E N D M E N T  T O  C S  F O R  A L A S K A  H O U S E  B I L L  NO. 246;

Sec. __. A S  4 5 . 1 0  is a m e n d e d  to a d d i n g  a  n e w  s e c t i o n  to read:

see. 4 5 . 1 0 . 1 2 5 .  F I L I N G  A N D  P O S T I N G  O F  S E R V I C E  C H A R G E S .

(a) E v e r y  s e l l e r  i n t e n d i n g  t o  i m p o s e ,  p u r s u a n t  to A S  4 5 , 1 0 . 1 2 0 ,  a n y  

s e r v i c e  c h a r g e  in e x c e s s  o f  21fc per y e a r  s h a l l  on o r  b e f o r e  t h e  

e f f e c t i v e  d a t e  o f  this s e c t i o n ,  and in t h e  c n e e  o f  a s e l l e r  n o t  

m a k i n g  c o n s u m e r  c r e d i t  s a l e s  in t h i s  s t a t e  on  t h a t  d a te, on o r  

b e f o r e  the d a t e  the c r e d i t o r  b e g i n s  to m a k e  s u c h  c r e d i t  s a l e s  in 

th i s  state, f i l e  w i t h  t h e  D e p a r t m e n t  of C o m m e r c e  & E c o n o m i c  

D e v e l o p m e n t  a n d , e x c e p t  as o t h e r w i s e  p r o v i d e d  in th i s  s e c t i o n ,  

p o s t  in o n e  c o n s p i c u o u s  p l a c e  in e a c h  of the s e l l e r ' s  p l a c e s  of 

b u s i n e s s  t h i s  s t a t e  a r a t e  s c h e d u l e  m e e t i n g  t h e  requirement.s 

set f o r t h  in s u b s e c t i o n s  ( b ) , (c) and (d) o f  t h i s  s ection.

(b) T h e  rate BCJicdulo required t o  b e  filed by 

subsection (a) o f  tills section shall contain a lint of t h e  

service c h a r g e s ,  stated as an a n n u a l  p e r c e n t a g e  rate, d o t e r m i n p a  

in a c c o r d a n c e  w i t h  the F e d e r a l  Truth-in-T,ending A c t  and Fede r a l  

R e s e r v e  B o a r d  R e g u l a t i o n  7. that t he s e l l e r  intends to i m p o s e  on 

e a c h  t y p e  of  c o n s u m e r  cr e d i t  tra nsaction in whic.i the ae.l ler 

intends to engage.

(c) T h e  p o s t e d  n o t i c e  r e q u i r e d  by s u b s o c t i o n  (a) o f  t h i s  

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

i n f o r m a t i o n  r e q u i r e d  b y  s u b s e c t i o n  (b) hereof.

(d) A s e l l e r  s h a l l  n o t  be r e q u i r e d  to po s t  t h e  n o t i c e  

r e q u i r e d  b y  this s e c t i o n  if the e e l l e r  h a s  c o m p l i e d ,  ua a p p r o p r i a t e ,  

w i t h  the p r o v i s i o n s  o f  AS 4 5 . 1 0 , 0 3 0 ,  4 5 . 1 0 . 0 4 0 ,  4 5 . 1 0 , 0 5 0 ,  or

4 5 . 1 0 . 1 1 0 .
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S u b s e c t i o n  (a) o f  p r o p o s e d  AS 4 5 . 1 0 . 1 2 5  w o u l d  a p p l y  t o  r e t a i l  

s e l l e r ' s  i m p o s i n g  s e r v i c e  c h a r g e s  of  21?. p e r  y e a r  o r  m o r e  in 

t h e  state. It w o u l d  r e q u i r e  the s e l l e r  to f i l e  a n o t i c e  of  such 

s e r v i c e  c h a r g e  w i t h  the D e p a r t m e n t  o f  C o m m e r c e  (c E c o n o m i c  

D e v e l o p m e n t  and t o  p o s t  a n o t i c e  o f  its s e r v i c e  c h a r g e  r a t e s  in 

e a c h  of i t s  p l a c e s  of b u s i n e s s .  T h e  p r o p o s e d  a m e n d m e n t  is a d a p t e d  

f r o m  the s o u t h  C a r o l i n a  r e t a i l  c r e d i t  r a t e  d e r e g u l a t i o n  l e g i s l a t i o n  

w h i c h  is n o w  in effect,

T h e  f i l i n g  of  rate s c h e d u l e s  w i t h  the Department, w o u l d  m a k e  

t h e m  aubject. to p u b l i c  s c r u t i n y  and in t h e  p r e p a r a t i o n  o f  the 

r e p o r t  to t h e  L e g i s l a t u r e  m a n d a t e d  by S e c t i o n  15 o f  t h e  C S  bill.

Th e  p o s t i n g  o f  r a t e B  w o u l d  a l l o w  c u s t o m e r s  to  m a k e  i n f o r m e d  

d e c i s i o n s  c o n c e r n i n a  the a s s u m p t i o n  o f  c r e d i t  b u r d e n s ,  b a s e d  o n  

a c c u r a t e  i n f o r m a t i o n  c o n c e r n i n g  t h e  co s t  o f  c r e d i t .

C r e d i t  g r a n t o r s  w h o  a l r e a d y  R u p p l y  r a t e  i n f o r m a t i o n  in 

r o t a i l  i n s t a l l m e n t  c o n t r a c t s ,  r e t a i l  c h a r g e  a g r e e m e n t s ,  r e v o l v i n g  

c h a r g e  a g r e e m e n t s ,  etc. w o u l d  b e  e x e m p t  f r o m  t h e  p o s t i n g  r e q u i r e m e n t  

s i n c e  t h e y  a r e  a l r e a d y  r e q u i r e d  by b o t h  s t a t e  and f e d e r a l  law to 

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



§ 46.10.140 'IbtAUK AN!> CoMMliKCB § 45.10.160

(1) the contract or Agreement must state the nature, p u rp le , and 
amount of the insurance, ft))d in connection with the Wile of a motor 
vohida, the contract- mum. ututo th a t the insurance covoruge o rtk ra l 
under the terms of thia contract does ordous not include ‘'bodily injury 
liability,"’‘public liability," »\lld "property damage liability" coverugO, 
as applicable;

(2) the contractor rtgrer.munlwujrf-state whether the insurance is to 
bo procured by the buyer dr the w lter,

(3) the amount included for the insurance may not- exceed the 
premiums chargeable in accordance with the nttc fixed for the 
insurance by the Insurer except whore the am ount is leas than $1; and 
if the insurance in cancelled or terminated for any reason, the refund 
for unearned insurance premiums received by the seller or his 
assignee, together with the unearned portion of Ibn service charge 
applicable to the insurance, ahull be credited to the final maturing 
installments of the retail installm ent contract or retail charge 
agreement, and the remaining balance of the unearned insurance 
premiums ahull he refunded to the buy or; however, no cash refund is 
required if the uittOUnt is less than $i;

(41 jfth e  insurance is to be procured by the seller or holder, ho shall, 
within 45 daya after delivery oftho guoda or furnishing of the services 
under thu CO))tract, deliver, inti), or cuUSC to bt) mailed to the buyer a t 
his addrBss as specified in .he contract n notice that- the insurance is 
procured, a copy of the policy or policies of insurance, or a certificate 
of the insurance do procured. (5 1,4 ch 141 SLA 1952)

Sec. 45.10.140. A greem ent n u t to a sse r t claim . A provision of a 
retail Installment contract, or retail charge agreement by which the 
buyer agrees not to rtflfiert u Claim or defense arising out of the sale 
Ugalnnt the seller or tm atwignec is invalid. (& 16 ch 141 SLA 19(52)

Sec, 45.10.160. N onw aiver of ch ap ter. No uct or agreement of the 
retail buyer before or nt the time of thu making oT a retail installment 
contract, retail change agreement, or punihages under the contract or 
agreement constitutes a valid waiver of any of the provisions of this 
Chapter or of any remedies granted to the buyer by law. (6 16 ol) 141 
SLA 1962)

Sac. 45.10.160. C on trac ts  and  agrep.mcnta executed before 
1966. This chapter docs nut invalidate or make unlawful u retail 
installment contract or retail charge agreement executed before 
January 1, 1963. (fc 22 ch 141 SLA )f>62)

Sec, 46.10.170. Action hy a tto rn ey  general. The attorney general 
may bring an action in the name of the slob; iigoinat a pereon to 
real ruin ond prevent a violation of this chapter. (£• 19 ch 141 SI*A 1962)

Sec. 45,10 160. A ssurance  o f d iscon tinuance, (a) In the 
enforcemunl of thia chapter, the attorney general may necept- an
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assurance ordlBconlinuunce of an eel or practice considered in violation 
gf thig chapter from a peiijon engaging in or who has engaged in the 
act or practice. The eseurunee shall bo In writing and )x’. filed with and 
subject to the approval of the superior court of the district in which the 
alleged violator resides or has his principal place of business.

(b) Failure to perform the terms of the assurance is prim a facie proof 
of a violation of this chapter far the purpose a r securing Hn iryunctian 
as provided In AS 45.10.170. and for the purposes of AS 45.10.390. 
(I 20 ch 141 SLA 1982)

Sec. 45.10,190. B arring  recovery for Jioncom plinnoe, A seller 
who enters into a contractor agreement which doea not comply with 
the provisions of thia chapter or who violates a provision ortb is chapter 
eaeept as a result of an accident or bona fide error may not recover a 
service charge, official fee, or a delinquency or collodion charge under 
or in connection with the related retail installm ent contract or 
purchases under & retail charge agreement. The seller or holder may 
nevsrthelbsareoovar from the buyer an amount equal to the cash price 
of the goods or services and the end to the nailer or holder of insurance 
included in tho transaction. {§ 18 oh 141 SLA 1962)

Sec. 45.10.200. P enalty  fo r viulfttiun o f o rd e r  o r in junction . A 
person who violates an order or injunction issued under thia chapter ia 
punishable by a (ids or not more than ?1,000, or by imprisonment for 
not mare than Rix montha, or by both. {§ 21 ch 141 SLA 1982)

Sac. 45.10,210. P analty  fa r  violation o f ch ap te r. A poreon who 
wilfully and intentionally violates a  provision of Lhin chapter ia guilty 
of a misdemeanor and, upon conviction is punishable by a fine of not 
mare than $1,000, or by imprisonment for not more than six months, 
or by both. (6 17 ch 141 SLA 1982)

Sac, 45.lQ.2Ifi. Scope of ch ap ter. For the purposes ofthis chapter, 
fl retail installm ent contract- or retail charge agreement is entered into 
in this state, and is therefore subject to the provisions of thia chapter, 
if either tha Bailer offers or agrees to sell to ft resident Alaska buyer in 
Alaska or if a resident Aiaaks buyer accepts the offer to soil or makas 
the offer to bt,v in Alaska, regardless of any specification in the 
contract as to .is situs. <$ 2 ch 45 SLA 19781

Sec. 45.10.220, Definition*, In thia chapter, unless the context 
otherwise requires, ■

(1) "cash sale price" moans the price for which the seller would have 
Bold or furninhod to the buyer and the buyer would hftve bought or 
obtained from the sailor the goods Or services which »re the subject 
matter of a retail installment transaction i f  the sale had been a eale for 
cash. The cash eale price mBy include taxes and charges for 
transferring vehicle titles, delivery, installation, servicing, repair*, 
alterations, or improvomonte;
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I . I N T R O D U C T I O N

I n  N o v e m b e r  1 9 8 0 ,  t h e  N e w  Y o r k  S t a t e  L e g i s l a t u r e  p a s s e d ,  a n d  t h e  

G o v e r n o r  s i g n e d  i n t o  l a w ,  t h e  O m n i b u s  B a n k i n g  B i l l .  O n e  o f  i t s  k e y  

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

e x c e p t  c r i m i n a l  u s u r y ,  o n  c o n s u m e r  l o a n s  i n  N e w  Y o r k  S t a t e .  H o w e v e r ,  

t h i s  d e r e g u l a t i o n  o f  c o n s u m e r  c r e d i t  i n t e r e s t  r a t e s  e x p i r e s  J u n e  30, 

1 9 8 3  . U n l e s s  t h e  S t a t e  L e g i s l a t u r e  a c t s  b y  t h a t  d a t e ,  t h e  i n t e r e s t  

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

b a c k  i n t o  e f f e c t .

I n  o r d e r  t o  p r o v i d e  i n f o r m a t i o n  t o  t h e  L e g i s l a t u r e  o n  t h e  c u r r e n t  

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

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

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

c r e d i t  t o  c o n s u m e r s  i n  N e w  Y o r k  S t a t e .

T h i s  i s  t h e  s e c o n d  s u c h  s u r v e y  b y  t h e  B a n k i n g  D e p a r t m e n t .  T h e  

f i r s t  s u r v e y  w a s  c o n d u c t e d  i n  J a n u a r y - F e b r u a r y  1 9 8 1  t o  d e v e l o p  i n f o r m a ­

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

B a n k i n g  B i l l .  T h e  m a j o r  f i n d i n g s  o f  t h a t  f i r s t  s u r v e y  w e r e  t h a t  

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

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

t h e r e  w a s  a n  i n c r e a s e  in t h e  a v a i l a b i l i t y  o f  c o n s u m e r  c r e d i t  f o r  

N e w  Y o r k e r s ;  a n d  t h a t  b a n k s  w e r e  o f f e r i n g  a w i d e  r a n g e  o f  r a t e s  a n d  

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

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

T h e  s e c o n d  s u r v e y  w a s  c o n d u c t e d  in S e p t e m b e r  1 9 8 2  w h e n  q u e s t i o n -

r o \ h d e d  bi| \We-s C o y n e r



n a i r e s  w e r e  s e n t  t o  b o t h  S t a t e  a n d  f e d e r a l l y  c h a r t e r e d  f i n a n c i a l  i n s t i ­

t u t i o n s  in  N e w  Y o r k  S t a t e ,  i n c l u d i n g  c o m m e r c i a l  b a n k s ,  s a v i n g s  b a n k s ,  

s a v i n g s  a n d  l o a n  a s s o c i a t i o n s ,  c r e d i t  u n i o n s  a n d  l i c e n s e d  l e n d e r s .  I n  

a d d i t i o n ,  q u e s t i o n n a i r e s  w e r e  s e n t  to  a s a m p l e  o f  r e t a i l  s t o r e s  a n d  

a u t o m o b i l e  d e a l e r s  t h r o u g h o u t  t h e  S t a t e .  R e s p o n s e s  w e r e  r e c e i v e d  f r o m

m o r e  t h a n  7 2 %  o f  t h e  f i n a n c i a l  i n s t i t u t i o n s  b u t  f r o m  a  m u c h  l o w e r
V

p r o p o r t i o n  o f  r e t a i l e r s  a n d  c a r  d e a l e r s  ( T a b l e  1). A m o n g  t h e  b a n k i n g  

• i n s t i t u t i o n s ,  a h i g h e r  r a t e  o f  r e s p o n s e  w a s  r e c e i v e d  f r o m  t h o s e  u n d e r  

S t a t e  c h a r t e r  t h a n  t h o s e  u n d e r  f e d e r a l  c h a r t e r .

T h e  q u e s t i o n n a i r e s  s o u g h t  i n f o r m a t i o n  o n  t h e  " m o s t  c o m m o n "  

i n t e r e s t  r a t e  o r  f i n a n c e  c h a r g e  to  b o r r o w e r s  f o r  v a r i o u s  t y p e s  o f  

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

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

la r  c a t e g o r y  o n  t h e  d a t e s  i n d i c a t e d  c n  t h e  q u e s t i o n n a i r e  f o r m .  I n  t h e  

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

a n n u a l  f e e s  o r  o t h e r  c h a r g e s  w e r e  a l s o  r e q u e s t e d .  In a d d i t i o n ,  t h e  

i n s t i t u t i o n s  a n d  f i r m s  s u r v e y e d  w e r e  a s k e d  t o  i n d i c a t e  w h e t h e r  t h e  

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

b u s i n e s s  i n  N e w  Y o r k  S t a t e ;  w h e t h e r  t h e y  w e r e  t h e  s a m e  f o r  a l l  b o r r o w e r  

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

w i t h  t h e  i n s t i t u t i o n  o r  f i rm; a n d  w h e t h e r ,  s i n c e  F e b r u a r y  1 9 8 1 ,  t h e r e  

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

p a r t i c i p a t i o n  in c o n s u m e r  l e n d i n g  o r  l a r g e r  c r e d i t  l i n e s  m a d e  a v a i l a b l e  

on c o n s u m e r  l o a n s .

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

J a n u a r y  2, 1 9 8 1 ,  w h i c h  w a s  t h e  f i n a l  d a t e  u t i l i z e d  i n  t h e  D e p a r t m e n t ' s



f i r s t  q u e s t i o n n a i r e  s u r v e y ,  J a n u a r y  2, 1 9 8 2  a n d  S e p t e m b e r  15, 1 9 8 2  

T h e  r e s p o n d e n t s  w e r e  a l s o  a s k e d  t o  l i s t  t h e  e f f e c t i v e  d a t e s  o f  a.nv 

c h a n g e s  i n  t h e s e  r a t e s ,  c h a r g e s  o r  f e e s  s i n c e  J a n u a r y  2, 1 9 8 1 .

I n  o r d e r  t o  u p d a t e  t h e  f i n d i n g s ,  a t e l e p h o n e  s u r v e y  w a s  m a d e  

d u r i n g  N o v e m b e r  1 9 8 2  o f  a s a m p l e  o f  f i n a n c i a l  i n s t i t u t i o n s ,  r e t a i l  

s t o r e s  a n d  c a r  d e a l e r s .



C o m m e r c i a l  B a n k s

S a v i n g s  3 a n k s

S a v i n g s  & L o a n  

A s s o c i a t i o n s

C r e d i t  U n i o n s

L i c e n s e d  L e n d e r s

R e t a i l  S t o r e s

A u t o m o b i l e  D e a l e r s

T A B L E  1

N U M B E R  O F  Q U E S T I O N N A I R E S  S E N T  O U T  
A N D  R E S P O N S E S  R E C E I V E D

 ____________ N u m b e r  o f

Q u e s t i o n n a i r e s  R e s p o n s e s  
S e n t  O u t  R e c e i v e d

2 2 2  1 6 0

98 92

95 65

1 0 5  54

38 3 1

80 15

2 6 0  58

T o t a l  8 9 8  475



II. S U M M A R Y  O F  M A J O R  F I N D I N G S  

T h e  m a j o r  f i n d i n g s  o f  t h e  B a n k i n g  D e p a r t m e n t ' s  s u r v e y  a r e  t h e

f o l l o w i n c :

F i r s t ,  b e c a u s e  t h e  O m n i b u s  B a n k i n g  B i l l  g r a n t e d  a d d i t i o n a l
1,7

c o n s u m e r  l e n d i n g  p o w e r s  t o  s a v i n g s  b a n k s  a n d  s a v i n g s  a n d  l o a n
/Vi, t-x -

a s s o c i a t i o n s ,  t h e  n u m b e r  o f  b a n k i n g  i n s t i t u t i o n s  o f f e r i n g  c o n s u m e r  

l o a n s  h a s  i n c r e a s e d  s u b s t a n t i a l l y  ( C h a r t  1 ) .  M a n y  t h r i f t  i n s t i t u t i o n s  

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

m o r t g a g e  l o a n s  a n d  u n s e c u r e d  p e r s o n a l  i n s t a l m e n t  l o a n s .  A s  a r e s u l t ,  

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

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

i n s t i t u t i o n s .

W h i l e  t h e  a g g r e g a t e  d o l l a r  a m o u n t  o f  c o n s u m e r  l o a n s  m a d e  b y  

t h r i f t  i n s t i t u t i o n s  is s t i l l  s m a l l  r e l a t i v e  to t h e  c o n s u m e r  l e n d i n g  

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

o f  l e n d i n g  a n d  c a n  b e  e x p e c t e d  t o  i n c r e a s e  t h e i r  m a r k e t  s h a r e  i n  t h e  

f u t u r e .  C o m p e t i t i o n  a n d  c o n s u m e r  c h o i c e  c a n  t h e r e f o r e  b e  e x p e c t e d  

to b e  f u r t h e r  e n h a n c e d  a s  t i m e  g o e s  o n .

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

r a t e s  c h a r g e d  b v  d i f f e r e n t  i n s t i t u t i o n s  i n  t h e  s a m e  m a r k e t  a r e a  f o r  

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

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

is b e s t  i l l u s t r a t e d  b y  t h e  r e s u l t s  o f  t h e  t e l e p h o n e  s u r v e y  m a d e  in  

e a r l y  N o v e m b e r  1 9 3 2  o f  a s a m p l e  o f  l a r g e  c o m m e r c i a l  b a n k s  i n  N e w  Y o r k  

C i t y  a n d  u p s t a t e  ( C h a r t  2).

In N e w  Y o r k  C i t y ,  f o r  e x a m p l e ,  t h e  c u r r e n t  r a t e  s t r u c t u r e  o n  

c o n s u m e r  l o a n s  i n d i c a t e s  t h a t :



- O n  c o n v e n t i o n a l  h o m e  i m p r o v e m e n t  l o a n s ,  d i f f e r e n t  b a n k s  a r e  

c h a r g i n g  r a t e s  r a n g i n g  f r o m  1 6 . 5 %  t o  1 9 %  f o r  d e p o s i t o r s ,  a n d  
1 5 %  t o  2 1 %  f o r  o t h e r s .

- O n  n e w  c a r  l e a n s ,  t h e  a v a i l a b l e  r a t e s  r a n g e  f r o m  1 4 . 5 %  t o  1 8 %  

f o r  d e p o s i t o r s ,  a n d  f r o m  1 4 . 5 %  t o  2 0 %  f o r  n o n - d e p o s i t o r s ;  o n  
u s e d  c a r  l o a n s ,  f r o m  1 6 . 5 %  to 1 9 %  f o r  d e p o s i t o r s ,  a n d  1 7 . 2 5 %  
to 2 1 %  f o r  n o n - d e p o s i t o r s .

- O n  s e c o n d  m o r t g a g e  l o a n s ,  t h e  r a t e s  r a n g e  f r o m  1 4 . 5 %  t o  1 7 . 7 %  
f o r  d e p o s i t o r s ,  a n d  1 4 . 5 %  t o  l y %  f o r  n o n - d e p o s i t o r s .

- O n  o v e r d r a f t  c h e c k i n g  l o a n s ,  t h e  r a t e s  r a n g e  f r o m  1 8 %  t o  1 9 . 8 % ;  
o n  o t h e r  u n s e c u r e d  p e r s o n a l  l o a n s ,  f r o m  1 7 . 5 %  t o  1 9 %  f o r  d e p o s i  
t o r s ,  a n d  1 9 %  t o  21% f o r  n o n - d e p o s i t o r s .

- O n  c r e d i t  c a r d s ,  r a t e s  r a n g e  f r o m  1 8 %  t o  1 9 . 8 % ,  w i t h  a n n u a l  
f e e s  r a n g i n g  f r o m  z e r o  t o  $ 2 0  f o r  d e p o s i t o r s ,  a n d  $ 1 2  t o  $ 2 0  
f o r  n o n - d e p o s i t o r s .

S u b s t a n t i a l  v a r i a t i o n  i n  r a t e s  is a l s o  e v i d e n t  i n  e a c h  o f  t h e  

m a j o r  u p s t a t e  m e t r o p o l i t a n  a r e a s .  S i n c e  a n u m b e r  o f  N e w  Y o r k  C i t y  

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

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

m a n y  d i f f e r e n t  p a r t s  o f  t h e  S t a t e .  A s  a r e s u l t ,  t h e r e  i s  a b r o a d

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

m e t r o p o l i tan, a r e a  i n  u p s t a t e  N e w  Y o r k .  F o r  e x a m p l e ,  i n  t n e  A l b a n y  

a r e a ,  t h e  f o l l o w i n g  r a n g e  o f  r a t e s  is a v a i l a b l e  f r o m  b a n k s  w i t h  o f f i c e s  

t h e r e :

- O n  h o m e  i m p r o v e m e n t  l o a n s ,  r a t e s  r a n g e  f r o m  1 5 %  t o  1 9 %  f o r  
d e p o s i t o r s ,  a n d  f r o m  15% t o  1 9 . 7 5 %  f o r  n o n - d e p o s i t o r s .

- O n  n e w  c a r  l o a n s ,  r a t e s  r a n g e  f r o m  1 4 . 5 %  t o  1 8 %  f o r  d e p o s i t o r s  
a n d  n o n - d e p o s i t o i s ; o n  u s e d  c a r  l o a n s ,  f r o m  1 5 %  t o  1 9 %  f o r  
d e p o s i t o i s ,  anc f r o m  1 5 %  t o  2 0 . 5 %  f o r  n o n - d e p o s i t o r s .

- O n  s e c o n d  m o r t g a g e  l o a n s ,  t h e  r a t e s  r a n g e  f r o m  1 5 . 5 %  t o  1 7 %  
f o r  d e p o s i t o r s ,  a n d  f r o m  16% to 1 7 . 5 %  f o r  n o n - d e p o s i t o r s .

- O n  o v e r d r a f t  c h e c k i n g  l o a n s ,  t h e  r a t e s  r a n g e  f r o m  1 8 %  t o  2 0 % ;  
o n  e t h e r  u n s e c u r e d  p e r s o n a l  l o a n s ,  f r o m  16% t o  1 9 %  f o r  d e p o s i ­
t o r s ,  a n d  f r o m  16% to 2 0 . 5 %  f o r  n o n - d e p o s i t o r s .



- O n  c r e d i t  c a r d s ,  r a t e s  r a n g e  f r o m  1 8 %  t o  1 9 . 8 %  w i t h  a n n u a l  
f e e s  r a n g i n g  f r o m  $ 1 2  to  $ 2 0 .

S i m i l a r  p a t t e r n s  o f  v a r i a t i o n '  i n  r a t e s  a r e  e v i d e n t  a m o n g  b a n k s

i n  t h e  U t i c a ,  S y r a c u s e ,  R o c h e s t e r  a n d  B u f f a l o  m e t r o p o l i t a n  a r e a s .

T h e  f i g u r e s  c i t e d  a c t u a l l y  u n d e r s t a t e  t h e  d e g r e e  o f  v a r i a t i o n

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

t h e  b a n k s  w i t h  o f f i c e s  i n  t h e s g — a r e a s . M o r e o v e r ,  s i n c e  c o m m e r c i a l

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

l i m i t e d  t o  t h o s e  b a n k s  a n d  t h e r e f o r e  d o e s  n o t  i n c l u d e  t h e  r a t e s  

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

in  t h e s e  a r e a s .

V a r i a t i o n  in  r a t e s  is a l s o  e v i d e n t  a m o n g  o t h e r  t y p e s  o f  l e n d e r s  

i n  t h e  c o n s u m e r  c r e d i t  f i e l d ,  i n c l u d i n g  t h r i f t  i n s t i t u t i o n s ,  l i c e n s e d  

l e n d e r s ,  a u t o m o b i l e  d e a l e r s  a n d  r e t a i l  s t o r e s .

T h i r d ,  a s  m a r k e t  i n t e r e s t  r a t e s  h a v e  f l u c t u a t e d  t h e r e  h a v e  b e e n  

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

f o r  m o s t  t y p e s  o f  c o n s u m e r  l o a n s  d u r i n g  1 9 8 1  r e f l e c t i n g  t h e  h i g h  l e v e l  

o f  m a r k e t  i n t e r e s t  r a t e s  t h r o u g h o u t  m o s t  o f  t h e  y e a r .  H o w e v e r ,  a s  

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

1 9 8 2 ,  m a n y  c o m m e r c i a l  b a n k s ,  i n c l u d i n g  m o s t  o f  t h e  l a r g e  b a n k s  i n  

N e w  Y o r k  C i t y  a n d  u p s t a t e ,  c u t  t h e i r  c o n s u m e r  l o a n  r a t e s  d u r i n g  1 9 8 2  

b y  a n  a v e r a g e  o f  u p  t o  a b o u t  1 - 1 / 2 %  ( C h a r t s  3, 4 a n d  5). T h i s  w a s  

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

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

l o a n s ,  a l t h o u g h  a b o u t  a d o z e n  b a n k s  i n c r e a s e d  t h e i r  r a t e s  u r  f e e s  o n  

c r e d i t  c a r d s  d u r i n g  1 9 8 2 .  In a d d i t i o n ,  m a n y  t h r i f t  i n s t i t u t i o n s  

l o w e r e d  t h e i r  r a t e s  d u r i n g  1 9 8 2  o n  a u t o m o b i l e  l o a n s ,  h o m e  i m p r o v e m e n t



l o a n s ,  s e c o n d  m o r t g a g e  l o a n s  a n d  u n s e c u r e d  p e r s o n a l  l o a n s .  S o m e  c a r  

d e a l e r s  a l s o  c u t  t h e i r  r a t e s  o n  n e w  a n d  u s e d  c a r  l o a n s  d u r i n g  1 9 3 2 .

^ ^ F o u r t h ^ c h e  m o r e  l i b e r a l  c r e d i t  s t a n d a r d s  f o r  c o n s i  d e r  l e n d i n g ,  

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

l o a n  a c t i v i t y  b y  b a n k s  w h i c h  o c c u r r e d  i n  e a r l y  1 9 8 1 ,  s h o r t l y  a f t e r  

p a s s a g e  o f  t h e  O m n i b u s  3ankin.g B i l l ,  h a s  c o n t i n u e d  s i n c e  t h e n  a n d  

f u r t h e r  l i b e r a l i z a t i o n  o f ,  a n d  p a r t i c i p a t i o n  in, c o n s u m e r  l e n d i n g  

l a t e r  i n  1 9 8 1  a n d  i n  1 9 8 2  w a s  r e p o r t e d  b y  a s i g n i f i c a n t  n u m b e r  o f  

b a n k s  ( C h a r t s  6 a n d  7) .

T h e  d e t a i l e d  f i n d i n g s  o f  t h e  s u r v e y  a r e  s e t  f o r t h  i n  S e c t i o n
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D o n  M a g n u s s o n ,  E x e c u t i v e  D i r e c t o r

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

D E R E G U L A T E D  S T A T E S

S t a t e s  w h i c h  p r i o r  to  1 9 8 0  d i d  n o t  i m p o s e  r a t e  c e i l i n g s :

1. K e n t u c k y

2. N e w  H a m p s h i r e

3. O r e g o n

S t a t e s  w h i c h  r e m o v e d  r a t e  c e i l i n g s  in 1 9 80:

4. A r i z o n a

5. N e w  Y o r k  (25% c r i m i n a l  u s u r y  c e i l i n g )

States, w h i c h  r e m o v e d  r a t e  c e i l i n g s  in 1981:

6. D e l a w a r e

7. I l l i n o i s

8. M o n t a n a

9. N e v a d a

10. N e w  J e r s e y

11. N e w  M e x i c o

12. O h i o  (25%)

13. U t a h

14. W i s c o n s i n  ( e f f e c t i v e  1984)

S t a t e s  w h i c h  r e m o v e d  r a t e  c e i l i n g s  in 1982:

15. S o u t h  C a r o l i n a

16. S o u t h  D a k o t a

17. V i r g i n i a  ( e f f e c t i v e  A p r i l  1, 1983)

S t a t e s  w h i c h  h a v e  r e m o v e d  r a t e  c e i l i n g s  in 1983:

18. I d a h o



M a y  25, 1983

ANALYSIS  OF HB 246 
R ELA TIN G  TO THE DEREGULATION-OF INTEREST RATES

The  te x t  of CSHB 246 (L&C) Is part icu la r ly  confusing because 
of the "negative sunset" arrangem ent. The f irs t  six sections of this  
bill e ffec t ive ly  repeal all s ta tu tory  limitations on in terest and service  
charge rates for a whole range of defined loans in Alaska. By the
terms o f  Section 17 of the bill these ser+ions go into effect on July
1, 1983.

Sections 7 through 14, tho ug h , go into e ffect on July 1 , 1987. 
These sections re-impose all of the s ta tu tory  rats limitations repealed  
by the f i r s t  six sections. This arrangem ent is instituted  in o rder to 
"experim ent" with this deregulation.

Section 15 requires Legislative A ud it to report on "the effects  
of the amendments made in secs. 1 -  6 . . . on the people of the state  
and in p a rt ic u la r  those persons seeking or receiving c re d it ."  Th is  
information will g ive  the legislature the opp ortun ity  to repeal 
Sections 7-14 and leave the Jeregulation in place.

S E C T IO N A L  A N ALYSIS  OF SEC TIO N S 1 THROUGH 6 AND 16

Sec. 1 Deregulates the in terest rate charged by a licensed lending
ins titu tion . [Beneficial Finance is the only such business
now operating in the s ta te . ]  In teres t rates now allowed
are  up to 35%/year.

Sec. 2 Deregulates interest rates charged by licensed premium
finance companies. This type of service is used by b us i­
nesses and this  section has litt le  e ffect on consumers.

Sec. 3 Removes 6%/year in terest rate on money deposited with a
court in satisfaction of a judgement a f te r  the state o r  a 
local government has condemned p ro p erty  and replaces  
w ith  "lawful" in terest of 10.5%. Does not a ffect consumers.

Sec. 4 Deregulates the in terest rate on retail installment
contracts . These are those special cases where the seller  
is also the lender. Examples include fu rn itu re  stores and  
car dealers. In teres t limit is now 18.5%. The iden tity  
between the "lender" and the "seller" means that this  is an 
area where cred it  is not likely  to d ry  u p , as the lender  
needs to continue to provide c red it  to continue to sell.



seller a n d  the buyer, and the dependence of the buyer on the 
goods supplied (e.g., a bu s h  grocery store) creates a situation 
which is ripe for abuse. If, in fact, the current laws create 
an interest limit which is below the costs of these services to 
the seller, then let them be adjusted u p w a r d s  by e n o u g h  per­
centage points to cover the difference, but there is no need to 
take these ceilings off completely.

3) If an "experiment" in deregulating interest rates is required, 
apply it only to businesses which can, through equal bargaining 
power, protect their interests. Do not pass sections 1, 4 and 5 
without having a far better understanding of what effects these 
sections might have on A h s k a  consumers.



T h e  lender here also has a special security interest in the 
item sold which allow instant repossession if a p a y ment is 
missed. This justified by the higher risks involved in 
these sales. Prices are frequently higher in these stores to 
reflect the "costs" of providing this kind of credit.

Sec- 5 Deregulates the interest rate on retail charge agreements, 
revolving charge agreements or other retail charge agree­
ments. This applies to ail charge cards a n d  also to charge 
accounts at stores. This provision will have a special 
impact on credit customers at b u s h  general stores, cannery 
stores, fishing gear stores, fuel suppliers, etc. T h e  
present allowed interest rate is 18%. This is another 
situation w here selling on credit is an essential part of the 
business, and credit is not likely to "dry up." Here, a n d  
in the section 4 situation, the consumer has almost no 
bargaining power and is dependent on doing business with 
these institutions if they need the goods provided. This 
imbalance in bargaining power was a prime reason for this 
credit being regulated in the first place, and nothing has 
hap p e n e d  to relieve the need for co n s u m e r  protection in 
these situations.

Sec 6. If interest rates a. e to exceed 10.5%<year it must be by 
express agreement of the parties in a contract or loan 
commitment. This section m a y  have an effect on medical 
bills, interest on other unpaid bills, etc. If the original 
contract nr agreement of saie contains an interest rate 
provision this could impose extremely high interest rates.

Sec 16. Aside for adjusting the general usury rate, this section
deletes the upper limit for credit union loans. This should 
not have m u c h  effect on consumers as pressure from 
customer/members should keep these rates reasonable.

A R G U M E N T S

1) T h e  Alaska banking community has not demonstrated the 
need for this legislation. T h e  prime a r g u m e n t  in favor of this 
bill is that it would increase the availability of credit b y  allow­
ing m o n e y  to be attracted to the best return. In fact there is 
no evidence that there has ever been a c o nsumer credit 
availability problem in Alaska, even w h e n  interest rates were 
far higher.

2) In certain areas the disproportionate p ower between the
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SCS C S H B  246 (L&C) SB 316

S e c t i o n  1 of the b i l l  r e m o v e s  t h e  f i x e d  n u m e r i c a l  i n t e r e s t  
r a t e  c e i l i n g  o n  s m a l l  loans. It a l l o w s  A l a s k a  s m a l l  l o ans 
l e n d e r s  a l a t e  as h i g h  as c a n  b e  m u t u a l l y  a g r e e d  o n  by c o n t r a c t .

S e c t i o n  2 of the b i l l  d o e s  t h e  sa m e  t h i n g  for p r e m i u m  f i n a n c i n g  
a g r e e m e n t s  b y  r e m o v i n g  t h e  numeri' 1 p e r c e n t a g e  i n t e r e s t  c e i l i n g  
a n d  r e p l a c i n g  it w i t h  a r a t e  agre o n  by  c o n t r a c t .

S e c t i o n  3 of t h e  b i l l  i n c r e a s e s  the i n t e r e s t  p a i d  on e m i n e n t  d o m a i n  
j u d g m e n t s  f r o m  six p e r c e n t  a y e a r  to five p e r c e n t  a b o v e  the 
l a w f u l  r a t e  o f  i n t e r e s t .  T h e  l a w f u l  r a t e  of i n t e r e s t  
r e f e r r e d  to is the r a t e  set in AS  4 5 . 4 5 . 0 1 0 ( a )  w h i c h  
p r e s e n t l y  is 10.5 p e r c e n t  a year.

T h e  b i l l  c o n t a i n s  no  c o m p a r a b l e  s e ction.

S e c t i o n  1 o f  the b i l l  i n c r e a s e s  the p r e s e n t  rate 
of 15 p e r c e n t  a y e a r  to  a r a t e  of t w o  p e r c e n t  a 
m o n t h  o n  the f i r s t  $ 1 0 , 0 0 0  a n d  d e r e g u l a t e s  i n t e r e s t  
o n l y  for t h a t  p a r t  of  the l o a n  in e x c e s s  of $10,000.

S e c t i o n  2 of  the b i l l  r e p l a c e s  the six p e r c e n t  a 
y e a r  r a t e  w i t h  a f l o a t i n g  r a t e  set a t  f i v e  p e r c e n t­
age p o i n t s  a b o v e  the f e d e r a l  r e s e r v e  rate.

S e c t i o n  4 of the b i l l  r e m o v e s  the i n t e r e s t  c e i l i n g  fr o m  r e t a i l  
i n s t a l l m e n t  c o n t r a c t s  and r e p l a c e s  it w i t h  a r a t e  a g r e e d  o n  by 
c o n t r a c t .  A n  e x a m p l e  of r e t a i l  i n s t a l l m e n t  c o n t r a c t s  a r e  the

S e c t i o n  3 of the b i l l  i n c r e a s e s  the e f f e c t i v e  
i n t e r e s t  c h a r g e a b l e  on r e t a i l  i n s t a l l m e n t  c o n t r a c t s  
by i n c r e a s i n g  the p e r c e n t a g e s  f r o m  f i v e - s i x t h s  to
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t y p e s  o f  a g r e e m e n t s  t y p i c a l l y  u s e d  by  f u r n i t u r e  stores,

N o  c o m p a r a b l e  p r o v i s i o n  in the b i l l  for r e t a i l  c h a r g e  agreements,

S e c t i o n  5 of the b i l l  r e m o v e s  t h e  c e i l i n g  f o r m e r l y  c o n t a i n e d  in 
s u b s e c t i o n  (b) to AS  4 5 . 4 5 . 0 1 0 .  T h a t  c e i l i n g  w a s  a l i m i t  on 
i n t e r e s t  c h a r g e d  by  t h e  e x p r e s s  a g r e e m e n t  of the p a r t i e s  to 
fi v e  p e r c e n t a g e  p o i n t s  a b o v e  the T w e l f t h  F e d e r a l  R e s e r v e  
d i s t r i c t  rate. The b i l l  d o e s  n o t  c h a n g e  the r a t e  of 
i n t e r e s t  in s t a t e  in t h e  a b s e n c e  of  an a g r e e m e n t ,  w h i c h  
r e m a i n s  a t  10.5 p e r c e n t  a year, b u t  r e m o v e s  the f l o a t i n g  
c e i l i n g  r a t e  f o r m e r l y  c o n t a i n e d  in s u b s e c t i o n  (b) w h i c h  w a s  
th e  u p p e r  l i m i t  for t h e  l e g a l  r a t e  of  i n t e r e s t  to b e  c h a r g e d  
w h e n  t h e r e  is an e x p r e s s  a g r e e m e n t  b y  the pa r t i e s .

S e c t i o n  6 m e r e l y  r e e n a c t s  the c h a n g e s  d e l e t e d  in sec. 1 
t h e  bill.

of

S e c t i o n  7 u n d o e s  t h e  a m e n d m e n t s  m a d e  in sec. 2 o f  th i s  bill.

S e c t i o n  8 u n d o e s  the a m e n d m e n t s  m a d e  in sec. 3 o f  th i s  bill.

S e c t i o n  9 is the f i r s t  h a l f  o f  the a m e n d m e n t  w h i c h  r e t u r n s  
to the o r i g i n a l  the l egal r a t e  o f  i n t e r e s t  l a n g u a g e  w h i c h  
w a s  c h a n g e d  in sec. 5 of the bill.

S e c t i o n  10 r e e n a c t s  t h e  o p e n - e n d  l o ans s t a t u t e  v, uich is 
r e p e a l e d  in sec. 14 of t h e  bill.

on e  and t h r e e - f o u r t h s  a n d  r e m o v i n g  t h e  t w o  t i e r e d  
i n t e r e s t  c e i l i n g  b y  r a i s i n g  the $ 1 , 0 0 0  c e i l i n g  to 
$ 1 0 , 0 0 0  a n d  d e r e g u l a t i n g  i n t e r e s t  o n  t h a t  p a r t  of 
the b a l a n c e  w h i c h  e x c e e d s  $10,000.

S e c t i o n  4 of  t h e  b i l l  i n c r e a s e s  the e f f e c t i v e  
i n t e r e s t  r a t e  i n t e r e s t  for r e t a i l  c h a r g e  a g r e e m e n t s  
f r o m  o n e  a n d  o n e - h a l f  t o  o n e  a n d  t h r e e - f o u r t h s  
p e r c e n t  p e r  m o n t h  a n d  d e r e g u l a t e s  i n t e r e s t  on 
b a l a n c e s  o v e r  $10,000.

S e c t i o n  5 o f  the b i l l  c h a n g e s  i n t e r e s t  c e i l i n g  for 
a g r e e m e n t s  b e t w e e n  p a r t i e s  g e n e r a l l y  to two p e r c e n t  
a m o n t h  a n d  d e r e g u l a t e s  l o a n s  in w h i c h  the p r i n c i p a l  
a m o u n t  is g r e a t e r  t h a n  $10,000.

S B 316

T h e  b i l l  c o n t a i n s  no  c o m p a r a b l e  s e ction.

T h e  b i l l  c o n t a i n s  n o  c o m p a r a b l e  s e ction.

T h e  b i l l  c o n t a i n s  no c o m p a r a b l e  section.

T h e  b i l l  c o n t a i n s  no  c o m p a r a b l e  section.

The b i l l  c o n t a i n s  no  c o m p a r a b l e  s ection.

S e n a t o r  R i c h a r d  I. E l i a s o n J u l y  27, 1983 P a g e  2
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S e c t i o n  11 r e e n a c t s  AS 0 6 . 4 5 . 0 6 0 ( 5 )  (A) (vi) w h i c h  is the 
s e c t i o n  d e a l i n g  w i t h  i n t e r e s t  r a t e s  for c r e d i t  unions.

S e c t i o n  1 2 . The a d d i t i o n  of s u b s e c t i o n  (i) to AS 4 5 . 4 5 . 0 1 0  
is m e r e l y  a r e i n s e r t i o n  of the l a n g u a g e  w h i c h  w a s  f o r m e r l y  
c o n t a i n e d  in AS 4 5 . 4 5 . 0 1 0 ( b ) .

S e c t i o n  13 r e q u i r e s  the d i v i s i o n  o f  b a n k i n g  to m a k e  a r e p o r t  
to the l e g i s l a t u r e  on or  b e f o r e  M a r c h  15, 1985, c o n c e r n i n g  
the e f f e c t s  of  t h i s  l e g i s l a t i o n .

S e c t i o n  1 4 . Th i s  s e c t i o n  r e p e a l s  the i n t e r e s t  ra t e  c e i l i n g s  
on open--end l o ans (AS 06. 20), c r e d i t  u n i o n s  (AS 06. 45), and 
g e n e r a l  i n t e r e s t  c e i l i n g  for p r i v a t e  a g r e e m e n t s  c o n t a i n e d  in 
AS 4 5 . 4 5 . 0 1 0 ( b ) .

S e c t i o n  1 5 . T h i s  s e c t i o n  m a k e s  the f i r s t  five s e c t i o n s  of 
the A c t  as w e l l  as secs. 13 - 15 e f f e c t i v e  on Ju l y  1, 1983.

S e c t i o n  1 6 . T h i s  s e c t i o n  m a k e s  secs. 6 - 12 of the bi l l  
e f f e c t i v e  on J u l y  1, 1985. T h e  i n t e n d e d  e f f e c t  of this 
s e c t i o n  is to r e t u r n  the l a n g u a g e  to the o r i g i n a l  by  u n d o i n g  
the a m e n d m e n t s  that w e r e  m a d e  in the o t h e r  p o r t i o n s  of the 
b i l l  (with the e x c e p t i o n  of the a m e n d m e n t  m a d e  to the i n t e r e s t  
r a t e  on e m i n e n t  d o m a i n  j u d g m e n t s ) . T h e  s t a t u t e s  w o u l d  r e t u r n  
to t h e i r  p r e s e n t  w o r d i n g  on J u l y  1, 1985 in the a b s e n c e  of 
f u r t h e r  a c H . o n  by the l e g i s l a t u r e .

T A S : I j b  
2 6 / 0 1 8

S e n a t o r  R i c h a r d  I. E l i a s o n J u l y  27

T h e  b i l l  c o n t a i n s  no c o m p a r a b l e  section.

SB  316

The b i l l  c o n t a i n s  no c o m p a r a b l e  s e ction.

T h e  b i l l  c o n t a i n s  no c o m p a r a b l e  section.

S e c t i o n  6 of  the b i l l  r e p e a l s  i n t e r e s t  r a t e  
c e i l i n g  for c r e d i t  u n i ons.

S e c t i o n  7 of the b i l l  g i v e s  an i m m e d i a t e  
e f f e c t i v e  d a t e  to the e n t i r e  bill.

1983 P a g e  3



T h e  u s u r y  b i l l  b e f o r e  y o u  H B  2 4 6 / S B  276 m a y  h a v e  s o m e  s e r i o u s  
i m p l i c a t i o n s  t o  c o n s u m e r s  of this st a t e ,  a n d  I w o u l d  r e s p e c t i v e l y  
r e q u e s t  t h a t  t h e  b i l l  b e  h e l d  o v e r  u n t i l  the n e x t  s e s s i o n  so t h a t  
a d i a l o g  b e t w e e n  l e g i s l a t o r s  a n d  t h e  p u b l i c  n a y  h a v e  a c h a n c e  
to t a k e  place. I f e e l  t h a t  o n l y  o n e  s i d e  o f  t h e  i s s u e  has b e e n ' - 
p r e s e n t e d  as t h e  b i l l  has g o n e  t h r o u g h  t h e  p r o c e s s ,  a n d  b e f o r e  J
the p r o c e s s  is c o m p l e t e d  m u c h  m o r e  i n f o r m a t i o n ,  d i s c u s s i o n  and 
i n v o l v e m e n t  of  c o n s u m e r s  m u s t  be c o n s i d e r e d .  - -r • r '

P o s s i b l e  b e n e f i t s  o f  this b i l l  - i n c r e a s e d  a v a i l a b i l i t y  of 
loans - h a v e  n o t  s e e m e d -to m a t e r i a l i z e  in state--th a t  h a v e  p r e c e d e d  
A l a s k a  in l e g i s l a t i o n  of this sort. T h e  f a c t  is t h a t  l e n d e r s  d o  n o t  
lend to h i g h  r i s k  b o r r o w e r s  w i t h  o r  w i t h o u t  d e r e g u l a t i o n .  In a 
N e w  Y o r k  s t u d y  93% of c o m m e r c i a l  b a n k s  r a i s e d  i n t e r e s t  r a t e s  b u t  
r e f u s e d  to r e d u c e  n e w - b o r r o w e r  q u a l i f i c a t i o n s ;  83% r e f u s e d  to 
o f f e r  b e t t e r  t e r m s  to  e x i s t i n g - b o r r o w e r s . M o s t  s a v i n g s  b a n k s  had 
n o t  l i b e r a l i z e d  e i t h e r  m e a s u r e  of c r e d i t  a v a i l a b i l i t y .  M o s t  of 
th---' f i n a n c e  c o m p a n i e s  h a d n o t  c h a n g e d  t h e i r  q u a l i f i c a t i o n s  t h o u g h  
t h e y  h a d  r a i s e d  t h e i r  r a t e s  as far as t h e y  l e g a l l y  could. V i r t u a l l y  
all of the r e t a i l e r s  in the N e w  Y o r k  s t u d y  h a d  k e p t  c r e d i t  a v a i l a b i l i t y  
un c h a n g e d .  A  p r e p o n d e r a n c e  o f  the a u t o  d e a l e r s  h a d  a l s o  r a i s e d  
i n t e r e s t  r a t e s  s i n c e  d e r e g u l a t i o n ,  b u t  n o t  c h a n g e d  t h e i r  c r e d i t  
q u a l i f i c a t i o n s .  F o r  the m o s t  p a r t  t h e  h i g h e r  i n t e r e s t  r a t e s  h a v e  
b r o u g h t  a l m o s t  n o  n e w  credit.

T h e  n o t i o n  of i n c r e a s e d  c r e d i t  a v a i l a b i l i t y  a f t e r  d e r e g u l a t i o n  
m a y  be c o n t r a r y  to a b o r r o w e r ' s  r e a l i t y .  H i g h e r  " p r i c e s "  m a y  a c t u a l l y  
d e t e r  b o r r o w e r s  w h o  h a v e  the o p t i o n  to w a i t .  S i n c e  the h i g h e r  d e b t -  
s e r v i c e  c o s t  p u t s  a g r e a t e r  s t r a i n  on  d i s p o s a b l e  b o r r o w e r  income, 
\interest r a t e s  s h o u l d  d e t e r  b o r r o w e r s .  I n c r e a s e d  r a t e s  a r e  like 
i n c r e a s e d  re n t s ;  b o r r o w e r s  h a v e  to p a y  i n c r e a s e s  ju s t  to k e e p  w h a t  
they a l r e a d y  have, a n d  like r e n t  i n r e a s e s ,  m o s t  i n t e r e s t  r a t e  
i n c r e a s e s  a r e  a w i n d f a l l  for l e n d e r s  a n d  d o  n o t  r e p r e s e n t  new 
a v a i l a b i l i t y  for b o r r o w e r s .

J

- r

D e r e g u l a t i o n  p r o m i s e s  c o m p e t i t i o n ,  b u t  t h a t  has not be e n  
b o r n  o u t  d e s p i t e  the a n n o u n c e d  theory. C o m p e t i t i o n  o v e r  i n t e r e s t  
r a tes d o e s  not e x i s t  in m a n y  c o n s u m e r  c r e d i t  m a r k e t s .  In a p l a c e  
like A l a s k a  - e s p e c i a l l y  in t h e  b u s h  a r e a  - t h e r e  is no p o s s i b i l i t y  
of real c o m p e t i t i o n  s i n c e  o n l y  a l i m i t e d  c h o i c e  o f  l e n d e r s  exists. 
F u r t h e r m o r e  if t h e r ^ w e r e  s u f f i c i e n t  i n t e r e s t - r a t e  c o m p e t i t i o n ,  c o n s u m e r

 drrrtreTesif rates''! w o u l d  h a v e  dropped- s h a r p l y  from t h e i r  1982 levels,
s i n c e  the c o s t  o f  b o r r o w e d  funds has d r o p p e d  s h a r p l y ;  h o w e v e r  
c o n s u m e r  i n t e r e s t  r ates h a v e  not. R a t e s  s h o u l d ,  b u t  h a v e  not 
f o l l o w e d  the m o n e y  m a r k e t .  C o m p e t i t i o n  h a s  a l s o  n o t  w o r k e d  in the 
e x a m p l e  of the C h i c a g o  u s e d  cdir m a r k e t  as thefe a r e  n o w  r e p o r t s  
of i n t e r e s t  r a t e d  in e x c e l s  q̂̂ f 5jQ% A ? R  (annual p e r c e n t a g e  rate) .

(
In add i t iorf^lehcl ers 1 couXci 'charcJfePunlimited a n n u a l  fees, t r a n s a c t i o n  
fees, o r  o t h e r  o n e - t i m e  c h a r g e s  that a r e  n e v e r  f a c t o r e d  in t o  t h e  A P R  
w h i c h  c o n s u m e r s  use to c o m p a r i s o n  shop. L e n d e r s  in s e a r c h  of h i g h e r  
p r o f i t s  usi-ng l o a n s h a r k i n g  t e c h n i q u e s  to p r e y  u p o n  u n s o p h i s t i c a t e d  
b o r r o w e r s Av\

G r e a t  c a r e  m u s t  b e  t a k e n  to a s s u r e  c o n s u m e r  p r o t e c t i o n s  w h e n  

d e r e g u l a t i o n  c o m e s  i n t o  e f f ect. P r o t e c t i o n  a g a i n s t  e x c e s s i v e  fees,



fees t h a t  d o  n o t  a p p e a r  in t h e  APR, a n d  a g a i n s t  a b u s i v e  c r e d i t o r  tJ '  
r e m e d i e s  o n  d e f a u l t  a r e  vi t a l .  P l a i n  E n g l i s h  R e q u i r e m e n t s  ar$- n e e d e d  
so t h a t  c o n s u m e r s  c a n  r e a d i l y  u n d e r s t a n d  t h e  c o n t r a c t s  th a t  b i n d  
then. T h e y  s h o u l d  be c l e a r l y  i n f o r m e d  of t h e  loss of  h o m e  if, 
d u e  to v a r i a b l e  o r  s t e e p  i n t e r e s t  r a t e s ,  t h e y  c a n n o t  m e e t  p a y m e n t s .
T h e y  s h o u l d  u n d e r s t a n d  c l e a r l y  th a t  e a r l y  p a y m e n t  o f  the loan i n c u r r s  
a p e n a l i t y .  T h e y  n e e d  t o  k n o w  up f r o n t  w h a t  c r e d i t o r  r e m e d i e s  m a y  
be e x e r c i s e d  o n  d e f a u l t .  I w o u l d  a s k  y o u  to  r e a d  t h e  N.Y. C o n s u m e r s  
U n i o n  t e s t i m o n y  b e f o r e  the U.S S e n a t e  C o m m i t t e e  o n  B a n k i n g ,  H o u s i n g  a n d  
U r b a n  A f f a i r s ,  f o r  the a u h o r  g o e s  i n t o  g r e a t  d e t a i l  c o n c e r n i n g  t h e  
c o n s u m e r  d a n g e r s  a n d  p r o t e c t i o n s  n e e d e d  to a c c o m p a n y  o p e n  l e g i s l a t i o n  
of the s o r t  b e f o r e y o u .  h! djX { L.:

C r e d i t  m a r k e t s  a r e  n o t  the s a m e  "as b u y e r  a n d  s e l l e r  b a r g a i n s  for 
the s a l e  o f  go o d s .  U n l i k e  b u y i n g  soap, c r e d i t " s e l l e r s "  w i t h  c a s h  
a v a i l a b l e  w i l l  n o t  loan to e v e r y  b o r r o w e r  w h o  is w i l l i n g  t o  " p a y  the 
price". T h e r e  a r e  a l w a y s  t h o s e  w h o  a r e  e c o n o m i c a l l y  o b j e c t i v e l y  
u n q u a l i f i e d  to b o r r o w  m o r e  t h a n  t h e y  a r e  c u r r e n t l y  c a r r v i n g .  I n c r e a s i n g  
i n t e r e s t  c h a r g e d / d i r e c t l y  d e c r e a s es b o r r o w e r  q u a l i f i c a t i o n ,  for the"" 
h i g h e r  t h e  r i s k  p r e m i u m ,  the b e t t e r  q u a l i f i e d  t h e  b o r r o w e r  m u s t  
be to a f f o r d  it. T h e  p o s s i b l e  o u t c o m e  of  this l e g i s l a t i o n  is th a t  
f e w e r  p e o p l e  w i l l  q u a l i f y  for loans, t h e  l o a n s  w i l l  b e  i n c r e a s i n g l y  
e x p e n s i v e  to get, l o a n s h a r k i n g  t a c t i c s  for r e p a y m e n t  m a y  ensue, a n d  
c o m p e t i t i o n  m a y  m o r e  r e a s o n a b l y  r e s u l t  in p r i c e  f i x i n g  t h a n  in 
l o w e r i n g  r i s k s  a n d  r a t e s  to the c o n s u m e r .  T h o s  h u r t  m o s t  m a y  be 
the m i d d l e  a n d  l o w e r  i n c o m e  p e r s o n .  8 0 Ci of  t h e  p o o r  a r e  wom e n .

j  I. v p 7

T h i s  c o u n t r y  b a n s  t h a l i d o m i d e  a n d  l u e t r i l e  p r e c i s e l y  b e c a u s e  
p e o p l e  a r e  d e s p a r a t e  a n d  u n d e r  su c h  c i r c u m s t a n c e s  w i l l  t a k e  h i g h  
risks. It is a l s o  a p p r o p r i a t e  to p r e v e n t  t h e  h i g h  r i s k  c o n s u m e r  w h o  
is d e s p e r a t e  to p a y  o f f  o t h e r  d e b t s  o r  to b u y  g o o d s  from g e t t i n g  
f u r t h e r  o v e r  h e r  o r  his head. N u m e r o u s  s t u d i e s  s h o w  that the 
v a s t  m a j o r i t y  o f  d e f a u l t s  o c c u r  d u e  to e v e n t s  b e y o n d  the d e b t o r ' s  
c o n t r o l  - job loss, i l lness, a n d  m a r i t a l  t r o u b l e .  T h e  m a j o r i t y  of 
d e f a u l t e r s  d e f a u l t  n o t  b e c a u s e  t h e y  a r e  a b l e  to p a y  a n d  c h o o s e  not
to

A

d o  so, b u t  b e c a u s e  they s i m p l y  d o  n o t

.t/1 ' ' ' ^  ) / /  p  "S' “V .

h a v e  t h e  mo n e y .
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AkPIRG Legislative Alert
The State Senate is considering several bill, dealing with interest rates.
House Bill 246, sponsored by Rep. Bob Bettisworth, passed in the House last 
session and is now before the Senate. The bill deregulates interest rates on 
consumer loans under $25,000 in that it allows the rate to be set by contract.
(The rates are now 3% a month for loans under $850 and 2% a month between $850 
and $10,000.) Service charges, rates on retail installment contracts and charge 
agreements are similarly deregulated.

Senate Bill 485, intraduced this week by Senator Joe Josephson, increases allow­
able interest rates on credit cards and revolving credit plans from 18 percent 
to 24 percent per year, and deregulates service charges and other fees.

The Senate Labor and Com Tierce Cormiittee will be in Anchorage to hold a tele­
conference hearing on interest rate issues on Saturday, March 3rd. The hearing 
will start at 10 AM, and Anchorage residents will testify until 11 AM. After 
that time, residents in other parts of the state can testify. See the list 
on the other side of the page for the teleconference center nearest you.

If you cannot make the hearing, write the members of the Senate Labor and Com­
merce Committee: Richard Eliason, Chair; Bob Mulcahy, Vice Chair; Don Bennett;
at Rodey; John Sackett; and Fritz Pettyjohn.

Tne hearing was scheduled on a weekend to encourage consumer participation—
PLEASE ATTEND AND TESTIFY! Call or write us for more detailed information on 
the issue. Copies of bills are available from the Legislative Information Offices.

INTEltKST RATE DEREGULATION PACTSIIEEr

!. Would deregulation of .iiteratt rates increase competition among lenders 
and thereby keep rates reasonable?

— No. Competition in any market requires that consumers shop for the good 
or service ;ind compare prices. A 1977 study by the Federal Reserve Board 
reveals that only 30% of potential borrowers shop for loans. This figure 
would be much lower for low-income borrawers— those who have the most to 
lose' under deregulation.

— The New York State Banking Dept, found little increase in competition there 
after rates were deregulated in 1980. Ninety-three percent of New York 
banks surveyed increased l.hoi.r rates after deregulation.

2. Would deregulation allow lenders to give more ; •ople access to credit?

— Again, the New York State Banking Dept, study did not find this to be the 
case. A veiy small minority of all lauding institutions changed their 
lending qualifications after deregulation. Consumer Federation of America 
Lestimony beli re the Senate Banking CotuniI.Lee explained that "consumers 
who are eligible for credit at 25% are the same consumers who were eligible 
for credit at 18%."

— A 1981 Purdue University study found that Arkansas residents (where the 
interest rate ceiling is constitutionally set at 10%) held as much con­
sumer debt as residents of neighboring Louisiana (with a 31% APR ceiling). 
Lower-income Arkansas residents actually held more debt than similar 
customers in Louisiana.

3. What other adverse effects would usuiy deregulation cause?

— The inevitable artificial increase in rates would be inflationary.

— The state economy would also suffer as consumers put off major purchases 
in the face of high interest rates. This impact would be especially 
noticeable in Alaska, a state of consumers rather than producers.

— A Consumer Federation of America study found thal states with high interest 
rate levels had a higher rate of bankruptcy—  19% higher— than states 
with rates below the average.



February 16, 1984

Dear AkPIRG member or friend:

The efforts of consumers across the country to delay imposition of telephone 
access charges paid off— in a way—  last month. Under heavy political pres­
sure from the US Senate, the Federal Communications Commission agreed to delay 
the access charges on residential consumers until sometime in 1985 (conven­
iently after the elections). The Senate then voted to table the Telephone 
Rate Relief Bill by a close margin.

Consumer groups were urging Senators to take up S. 1660 because it contained 
other provisions advantageous to consumers. Both Sens. Stevens and Murkowski 
voted against tabling.

MORE GENERAL INFORMATION

State legislators are strongly influenced by letters and Public Opinion Mes­
sages (POMs) from their constituents. As few as four or five letters can 
persuade a legislator to change his or ner mind on an issue. Most people 
don't bother to write, however.

Write your legislator at State Capitol, Pouch V, Juneau, AK 99811 or send a 
free POM (50 words or less) by calling or stopping by your closest Legisla­
tive Information Office:

Anchorage: 1024 W. 6th Ave. 
278-3668

Ketchikan: 111 Stedman St. #100 
225-9675

Barrow: Christian Education Bldg. 
852-7111

Kodiak: Borough Building 
486-4S81

Bethel: Kuskokwim Inn Annex 
543-3541

Kotzebue: Eskimo Building 
333 Front St.

Delta Jet: Aure’.ian Building 442-3880
895-4236 Mat-Su: Wasilla Village Ctr.

Dillingham: Kangiiqutaq Office 376-3704
842-5319 Nome: State Bldg., 2nd Floor

Fairbanks: 315 Barnette S t . , #101 443-5555
452-4448 Petersburg: 309 Main St.

Juneau: Rm. 30, State Capitol 772-3741
165-4648 Sitka: 210 Lake St.

Kenai: Cordova Bldg, Spur Ilwy. 747-6276
262-9364 Valdez: State Court and Office 

Building, #59 
835-2111

If a teleconference hearing is scheduled for a bill, you c;ui testify "over 
the wire" at your nearest teleconference center. 'Ilie hearings are quite in­
formal; legislators want to hear what the average Alaskan thinks about an issue. 
CaL.1 or write your local Legislative Information Office to get on the mailing 
list for the weekly schedule of hearings. The Legislatui’e requires only five 
days' notice for scheduling hearings, so they often come up unexpectedly.

Ambler: City Hall Kaktovik: Conmun.ity Building
445-2151 Noorvi k : Council Chamber

Anatuvuk Pass: Mayor's Office 636-2213

661-3011 Pt. Hope: Comnunity Building

Cordova: Library, City Hall 368-2770

424-5151 St. Paul: Council Chambers

Fort Yukon: City Conference Room 546-2351

662-2613 Sand Point: City Council Chambers

Galena: Louden Village Council 385-4877

656-1367 Savoonga: City Hall

Cambell: Comnunity Center 984-6434
985-5433 Selawik: IRA Council

Haines: Council Chambers, Muni. Bldg. 484-2126
766-2885 Seward: City Council Chambers

Homer: Hi lias Building 224-3713
235-7878 Shishmaref: City Office Buildinf

Iloonah: City Hall Chambers 649-3041
945-3332 Unalakleet: Learning Center

Hooper Bay: Library 624-3054
758-4329 Unalaska: Council Chambers

Wrangell : City Council Chanters, 874-3013 581-1779
Yakutat: City Ilall Conference Rm, , Wainwright: Telecommunications ctr

784-3236 763-2543



A L A S K A N  I N T E R E S T  RATE D E R E G U L A T I O N  F A C T S H E E T

1. W o u l d  d e r e g u l a t i o n  of i n t e r e s t  r a tes i n c r e a s e  c o m p e t i t i o n  
a m o n g  l e n d e r s  a n d  t h e r e b y  k e e p  r a t e s  r e a s o n a b l e ?

—  No. C o m p e t i t i o n  in any m a r k e t  r e q u i r e s  that c o n s u m e r s  shop 
f o r  the g o o d  o r  s e r v i c e  and c o m p a r e  prices. A 1977 s t u d y  by 
the F e d e r a l  R e s e r v e  B o a r d  r e v e a l s  that, o n l y  3 0 %  of p o t e n t i a l  
b o r r o w e r s  s h o p  for loans. T h i s  f i g u r e  w o u l d  be m u c h  lower for 
l o w - i n c o m e  b o r r o w e r s - - t h o s e  w h o  h a v e  the m o s t  to lose u n d e r  
d e r e g u l a t i o n .

—  T h e  N e w  Y o r k  S t a t e  B a n k i n g  D e p a r t m e n t  found l i t t l e  i n c r e a s e  
in c o m p e t i t i o n  t h e r e  a f t e r  r a t e s  w e r e  d e r e g u l a t e d  in 1980. 
N i n e t y - t h r e e  p e r c e n t  of N e w  Y o r k  b a n k s  s u r v e y e d  i n c r e a s e d  t h e i r  
i n t e r e s t  r a t e s  a f t e r  d e r e g u l a t i o n .

2. W o u l d  d e r e g u l a t i o n  a l l o w  l e n d e r s  to g i v e  m o r e  p e o p l e  a c c e s s  
to c r e d i t ?

Aga i n ,  the N e w  Y o r k  B a n k i n g  D e p a r t m e n t  s t u d y  d i d  not find this 
to be the case. A ve r y  small m i n o r i t y  of all l e n d i n g  i n sti­
tu t i o n s  c h a n g e d  their l e n d i n g  q u a l i f i c a t i o n s  a f t e r  d e r e g u l a­
tion. C o n s u m e r  F e d e r a t i o n  o f  A m e r i c a  t e s t i m o n y  b e f o r e  the 
S e n a t e  B a n k i n g  C o m m i t t e e  e x p l a i n e d  that " c o n s u m e r s  w h o  are 
e l i g i b l e  lot c r e d i t  at 2 5 %  are the s a m e  c o n s u m e r s  w h o  w o r e  
e l i g i b l e  f o r  c r e d i t  at 18%."

A 1981 P u r d u e  U n i v e r s i t y  s t u d y  found that A r k a n s a s  resid e n t s
( w h e r e  the i n t e r e s t  rate c e i l i n g  w a s  10%) h e l d  as m u c h  c o n s u m e r
d e b t  as r e s i d e n t s  of n e i g h b o r i n g  L o u i s i a n a  ( with a 3.1% APR 
c e i l i n g ) .  Lower-inc.ome A r k a n s a s  r e s i d e n t s  a c t u a l l y  held m o r e  
d e b t  than s i m i l a r  c o n s u m e r s  in L o u i s i a n a .

3. W h a t  a d v e r s e  e f f e c t s  w o u l d  u s u r y  d e r e g u l a t i o n  c a u s e ?

—  T h e  i n e v i t a b l e  increase1 it r a t e s  w o u l d  be i n f 1 at i ona r y .

—  T h e  s t a t e  e c o n o m y  w o u l d  also s u f f e r  as c o n s u m e r s  put. off m a j o r  
p u r c h a s e s  in the face of high interest rales. T h i s  impact 
w o u l d  bo e s p e c i a l l y  n o t i c e a b l e  in Alaska, a s t a t e  of c o n s u m e r s  
r a t h e r  than p r o d u c e r s .

—  A C o n s u m e r  F e d e r a t i o n  of A m e r i c a  s t u d y  found that, s t a t e s  w i t h  
h i g h  i n t e r e s t  r a t e  levels h a d  a h i g h o r  b a n k r u p l  ey ra t e — 19% 
h i g h e r — than s t a t e s  w i t h  rates b e l o w  the' av e r a g e .

4. W h a t  w o u l d  the impact be on l o w - i n c o m e  b o r r o w e r s ?

A s  o u t l i n e d  above, low-income' c o n s u m e r s  w o u l d  experience' 
h i g h e r  r a t e s  of i n t e r e s t  w i t h  no c o r r e s p o n d i n g  i n crease1 in 
a v a i l a b l e  credit.

—  B e c a u s e  a c c e s s  to l e n d i n g  i n s t i t u t i o n s  is o f t e n  Limited in 
p o o r e r  n e i g h b o r h o o d s  a n d  in rural areas, r e s i d e n t s  w o u l d  not 

c o m p a r i s o n  s h o p  for credit.

U n s c r u p u l o u s  l e n d e r s  c h a r g i n g  u n c o n s c i o n a b l e  r a t e s  of i n t e r e s t  
w o u l d  o p e r a t e  l e g a l l y — as Long as the b o r r o w e r  c o u l d  be p e r­
s u a d e d  to si g n  a contract.

F i n a n c e  c o m p a n i e s ,  w h i c h  c o n s t i t u t e  the p r i m a r y  s o u r c e  of 
c r e d i t  for l o w - i n c o m e  b o r r o w e r s  and w h i c h  a l r e a d y  o p e r a t e  at 
the legal i n t e r e s t  rate limit w o u l d  rachet t h eir rates u p­
ward, f u r t h e r  c o n s t r i c t i n g  c r e d i t  a v a i l a b i l i t y  a n d  b u y i n g  p o w e r  
f o r  l o w e r - i n c o m e  bor r o w e r s .

F o r  m o r e  i n f o r m a t i o n ,  call or w r i t e  A k P I R G ,  P O  B o x  1093, A n c h o r a g e ,  
AIC 99510, 2 7 8 - 3 6 6 1 .



Deai' AkPIRG member or friend:

The efforts of consumers across the country to delay inposition of telephone 
access charges paid off— in a way—  last month. Under heavy political pres­
sure from the US Senate, the Federal Conmmications Conmission agreed to delay 
the access charges on residential consumers until sometime in 1985 (conven­
iently after the elections). The Senate then voted to table the Telephone 
Rate Relief Dill by a close margin.

Consumer groups were urging Senators to take up S. 1660 because it contained 
other provisions advantageous to consumers. Both Sens. Stevens and Murkowski 
voted against tabling.

MORE GENERAL INFORMATION

State legislators are strongly influenced by letters and Public Opinion Mes­
sages (POMs) from their constituents. As few as four or five letters can 
persuade a legislator to change his or her mind on an issue. Most people 
don't bother to write, however.

Write your legislator at State Capitol, Pouch V, Juneau, AK 99811 or send a 
free POM (50 words or less) by calling or stopping by your closest Legisla­
tive Information Office:

Anchorage: 1024 W. 6th Ave. Ketchikan: 111 Stedman St. #100
278-3G6S 225-9675

Barrow: Christian Education Bldg. Kodiak: Borough Building
852-7111 486-4S81

Bethel: Kuskokwim Inn Annex Kotzebue: Eskimo Building
543-3541 333 Front St.

Delta Jet: Aurelian Building 442-3880
895-4236 Mat-Su: Wasilla Village Ctr.

Dillingham: Kangiiqutaq Office 376-3704
842-5319 Nome: State Bldg., 2nd Floor

Fairbanks: 315 Barnette St., #101 443-5555
452-4448 'Petersburg: 309 Main St.

Juneau: Rm. 30, State Capitol 772-3741
165-4648 Sitka: 210 Lake St.

Kenai: Cordova Bldg, Spur Ihvy. 747-6276
262-9364 Valdez: State Court and Office

Building, #59
835-2111

If a teleconference hearing is scheduled for a bill, you can testify "over
the wire" at your nearest teleconference center. The hearings are quite in-
formal; legislators want to hear what the average Alaskani thinks about an issue.
Call or write your local. Legislative Information Office to get on the mailing
list for the weekly schedule of hearings. The Legislature requires only five
days' notice for scheduling hearings, so they often come up unexpectedly.

Ambler: City Hall Kaktovik: Comnunity Building
445-2151 Noorvik: Council Chamber

Anatuvuk Pass: Mayor's Office 636-2213
661-30.1.1 Pt. Hope: Comnunity Building

Cordova: Library, City Hall 368-2770
424-5151 St. Paul: Council Chambers

Fort Yukon : City Conference Room 546-2351
662-2613 Sand Point: City Council Chambers

Galena: Louden Village Council 383-4877
656-1367 Savoonga: City Hall

Gambell: Comnunity Center 984-6434
985-5433 Selawik: IRA Council

Haines: Council Chambers, Muni. Bldg. 484-2126
766-2885 Seward: City Council Chambers

Homer: Hillas Biiilding 224-3713
235-7878 Shishmaref: City Office Building

Hoonah: City Hall Chambers 649-3041
945-3332 Unalakleet: Learning Center

Hooper Bay : Library 624-3054
758-4329 Unalaska: Council Chambers

Wrangell: City Council Chambers, 87*1-3013 581-1779
Yakutat: City Hall Confei’ence Rm., Wninwright: Telecommunications ctr.

784-3236 763-2543



m e  ouace oeuaie is consiuering several on.b dealing wiui interest rates.
House Bill 246, sponsored by Rep. Bob Bettisworth, passed in the House last 
session and is now before the Senate. The bill deregulates interest rates on 
consumer loans under $25,000 in that it allows the rate to be set by contract.
(The rates are now 3% a month for loans under $850 and 2% a month between $850 
and $10,000.) Service charges, rates on retail installment contracts and charge 
agreements are similarly deregulated.

Senate Bill 485, introduced this week by Senator Joe Josephson, increases allow­
able interest rates on credit cards and revolving credit plans from 18 percent 
to 24 percent per year, and deregulates service charges and other fees.

The Senate Labor and Commerce Corrmittee will be in Anchorage to hold a tele- 
confei’ence hearing on interest rate issues on Saturday, March 3rd. The hearing 
will start at 10 AM, and Anchorage residents will testify until 11 AM. After 
that time, residents in other parts of the state can testify. See the list 
on the other side of the page for the teleconference center nearest you.

If you cannot make the hearing, write the members of the Senate Labor and Com­
merce Committee: Richard Eliason, Chair; Bob Mulcahy, Vice Chair; Don Bennett;
at Rodey; John Sackett; and Fritz Pettyjohn.

Tne hearing was scheduled on a weekend to encourage consumer participation—
PLEASE ATTEND AND TESTIFY! Call or write us for more detailed information on 
the issue. Copies of bills are available from the Legislative Information Offices.

INTEREST RATE DEREGULATION FACTSHEET

.1 Would deregulat ion of .ntereit rates increase competition among lenders 
and thereby keep rates reasonable?

— No. Competition in any market requires that consumers shop for the good 
or soi’vice and compare prices. A 1977 study by the Federal. Reseive Board 
reveals that only 30% of potential borrowers shop for loans. This figure 
would be much lower for low-income borrowers— those who have the most to 
lose under deregulation.

— The New York State Banking Dept, found little increase in competition there 
after rates were deregulated in 1980. . Ninet.y-Jjiree percent of New York 
banks surveyed increased their rates after deregulation.

2. Would deregulation allow lender’s to give more people access to credit?

— Again, lire New York State B:mking Dept, study did not find this to be the 
case. A very small minority of all Igiuling institutions changed their 
lending qualifications after deregulation. Consumer Federation of America 
testimony before the Senate Banking Committee explained that "consumers 
who are eligible.' for credit at 25% are the same consumers who were eligible 
for credit at 18%."

— A 1981 Purdue University study found that, Arkansas residents (where the 
interest rate celling is constitutionally set at 10%) held as much con­
sumer dob I. as residents of neighboring Louisiana (with a 31% APR ceiling). 
Lower-income Arkansas residents actually held more debt than similar 
customers in Louisiana.

3. What other adverse effects would usury deregulation cause?

— The inevitable artificial increase in rates would be inflationary.

— The state economy would also suffer as consumers put off major purchases 
ia the face of high interest rates. This impact would he especially 
noticeable in Alaska, a state of consumers rather than producers.

— A Consumer Federation of America study found that states with high interest 
rate levels had a higher rate of bankruptcy— 19% higher— than states 
with rates below the average.
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February 13, 198/*

The Honorable Richard I. Eliason 
Alaska State Senate 
Pouch V
Juneau, AK 99811 

Dear Senator Eliason:

Small business continues to be the largest generator of new jobs in the 
United States, however, the number of jobs which are created often are 
significantly effected by state legislative actions. To ensure that 
legislators have the benefit of knowing how existing law and proposed 
legislation affects small business, the National Federation of 
Independent Business has been working with, not only the Alaska 
Legislature, but state legislatures nationwide for several years.

In Alaska, NFIB currently has a membership in excess of 3,600 which means 
that we usually represent a significant majority of the retail and 
service businesses in each city in Alaska. Each year we send a ballot to 
all of our members requesting their input on issues of current interest 
in Alaska. This ballot permits each member to express their feelings on 
these issues and gives me direction regarding which issues should be 
pursued legislatively. I do not take a position on an issue for NFIB 
unless the members have voted on it and a majority favor the position 
being taken.

Enclosed for your information is a copy of our 1983 State Ballot showing 
the vote of the membership on the various issues. The issues which 
received strong support are ones which I will be discussing with 
legislators during this and subsequent legislative sessions.

If I can provide you any additional information on NFIB or if you would 
like to know our position on a particular issue, feel free to contact me.

NHM/A1ASKA 
Legislative Office 
P.O. Hox 19-1 
Alike Hay. AK 99H21 
907/SH6-J100

Very truly yours,
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Dear NFIB M ember
Tnis Ba llo t is solicited by NFIB Research and Education Foundation  to gather in fo rm ation  perta in ing to sm a ll 
business issues in your state.
Your answers are valuab le and will enhance the survey.
Please retu rn the entire Ba llo t. Thank you.

Very tru ly  yours.
John  E. S loan . Jr.. President
NFIB Research and Education Foundation

GENERAL BUSINESS
Interest Rules
1. Should interest rale ceilings be 

repealed on: (vote on each)
a. Bank loans o f  $25,000 or less 

32” Favor 60/jO|>|iom- _8A ln<lm tU 'd
1 2  I II

b. Savings and  loan association 
loans o f  $25,000 or less

34/.. Favor 58% 0 p,„m . 8%ti,„kU(ini
I 2 j i;

c. Retail installment contracts
3 6 / .  Favor 5 4 A )|ip o sr  lQAjm ln'itU 'd

1 2  < 1 1

d. Retail open -ended  charge 
accounts

^ A j 'a v o r  ^ A AOp|i«.s<'
I 2 1 14

e. Credit card revolving accounts 
3 3 /-  Favor ^ ^ O p p o s i . ndividid

1 2  y n

f. State chartered credit unions
3 5 /  F avo r 5 5 1 0 / l  iidi'i'idvd

1 2  < u

g. Sn.all loan finance company 
loans o f  $10,000 or less

3 3 /.. Favor 5 8 , , oppose 'I ’odvildnl
1 2  I II

B A C K G R O U N D : 1 IB 246, presently in 
the Senate L abor and Com m erce C o m ­
mittee p ro po .es  to remove all limita­
tions on all types o f  credit in Alaska. 
The m easure  would permit each f inan­
cial institution and all businesses 
extending credit to charge whatever in­
terest rate they wish, subject only to 
com petition o f  the marketplace and 
negotiation with each individual
customer.

C urrent law limits banks and  savings 
and  loan associations to a m axim um  
interest rate o f  5°/n over the federal dis­
count rate in effect at the time o f  the 
loan on any loan o f  $25,000 or less. 
There  are no interest rate limitations 
on  loans in excess o f  $25,000. During 
the past few m onths,  the federal dis­
count rate has been 8 .5 % , thereby  set­
ting the m axim um  allowable interest 
ra te  at 13.5%.

A retail business selling m erchandise 
on  a retail installment contract  is pres­
ently limited to a m axim um  interest 
ra te  o f  10% per year on the first $ i ,00 0  
o f  credit extended, and  8 %  on  credit in 
excess o f  $1,000. However, lor retail 
businesses as well as credit card  c o m p a ­
nies extending open-ended  revolving 
charge accounts, the m axim um  interest 
rate is 18% per year on the first $1,000 
o f  credit extended and  the federal dis­
count rale plus 5%  on credit in excess 
o f  $1,000. A s tate  ch a tte red  credit 
un ion is presently limited to 15% or 
5%  over the federal discount rate, 
whichever is higher on loans o f  any 
am o u n t .  Small loan f inance com panies  
can now levy a m axim um  interest rate 
o f  36%  per year on the first $850 of 
credit extended a n d  2-1% on ere .lit up 
to $10,000.

P roponen ts  o f  the removal o f  all in ter­
est rate limitations argue that many 
financial institutions and  businesses 
lost money on their credit transactions 
during  the period o f  very high interest 
rates and , further, the limits a te  no 
longer necessary. If the limitations 
were removed, the m arketphw  . i.e., 
com petition for m e  financing, >v..uld 
set the rates at reasonable levels in line 
with the risks inherent in the particu lar  
credit transaction.

O pponen ts  argue  that Alaska does not 
have a well developed m arketp lace  and 
there are  m any  com m unities  where no 
com petition exists cilhe. for banking  
or retail credit. T he  ret. oval o f  all 
limits would permit the charging o f  u n ­
reasonably  high rates, Further, it has 
also been pointed out that in the case 
o f  consum er loans and small business 
loans under  $25,000, the marketplace 
seems to react very slowly when intc* - 
est rates are falling in general. For 
exam ple during  the first few m on ths  in 
1083 in Califo rn ia , where there are  no 
interest rate limitations, interest rates 
being charged on  small loans by banks 
were running  at 20%  to 25% , while 
titles in Alaska were abou t 14%.

Interest Rates
2. Should  interest rates on balances 

o f  $1,000 or less that are  limited 
to a m axim um , such as the  18% 
for business credit or credit card 
com panies , be modi l ied ..o the 
m axim um  rate  could be increased 
with the federal d iseorm  rate, 
once the federal disc uni rale 
read ied  a pre set level’’

3 9  ■ liivor Oppose “ I ; oiled (ltd
I I  2 IN

B A C K G R O U N D : P roponen ts  4  this 
concept feel that businesses exten ling 
financing and  credit should n -  >e so 
limited in the rates they charge that 
they lose m oney; therefore, the limita­
tions should  he allowed to rise when in­
terest rates are generally high. It has 
been proposed  that the m axim um  rate 
on accounts  with balances o f  $1,000 or 
less be set at 18%, or 6%  over Lie 
federal discount rate, whichever is 
higher.

Research & Education Foundation



O pponen ts  a rgue  that the federal dis­
count rate does not necessarily indicate 
the cost o f  funds to financial institu­
tions or businesses. A variety o f  o ther  
factors affect the cost o f  funds to a 
par t icu lar  en t i ty . They argue, there­
fore, that it is m ore  app rop r ia te  to  re­
move all l imitations and  let market 
conditions establish the rates.

Bad Check Penalties
3. Do you favor o r  oppose increased 

civil a n d / o r  criminal penalties as 
an effective deterrent to the w ri t­
ing o f  bad checks?

q cp / n o /  10/
' aF :i'iir 1 '° Undecided
1 2 3 |t

B A C K G R O U N D : It is well established 
that bad checks are a problem that 
every business must deal witn to some 
degree. However, the question has 
been raised whether the laws ol A laska 
arc  presently adequa te  to deal with the 
problem . It lias been suggested that 
either o r  bo th  the civil or criminal pen­
alties should  be m ade stronger to 
attem pt to reduce the impact o f  this 
problem .

Bad Check Civil Penalties
4. S hou ld  legislation be adop ted  to 

require 'h a t  bad-check writers re­
pay not only the face value o f  the 
check a n d  any court costs incur­
red by the receivn but ai->o civil 
dam ages o f  $100 (m inim um ) or 
triple the am oun t o f  the check?

86" l av.,1 10/j OpixiM' 07 I'r.tliiiiUil
i ; '

B A C K G R O U N D : Law enforcement 
officials frequently do  not pursue those 
wli write bad  checks lot small 
am ount* . Huts, the only deterrent to 
writing a trail check is the receiver’s 
(m erchant) collection efforts. Cheeks 
written for small am ounts ,  which to 
gether may teprescni a deep cut in a 
business’s profit, frequently cost more 
to collect than  they are worth.

If  the merchant was allowed to collect 
from  the bad-check wiiter a m inim um  
o f  $100 or triple the am ount o f  the 
check as dam ages, in addition  to the 
base value o f  the check and any court 
costs incurred, there would he a real in 
ecnlive for the merchant to collect and 
a  deterrent to bad-check writing.

Check In form at ion
5. Should financial institutions be 

required to n u m b er  checks on 
new accounts  beginning at //10I 
and display on the face o f  the 
check the m on th  and  year the ac­
count was opened?

^\A _Favt>r ^ / ‘Oppose 1 0 ..1 iiuleciik'd
1 2  1 21

5A. Should  banks  be allowed to 
disclose to m erchants the bank 
account in fo rm ation  o f  those 
who i-sue checks which are re­
tu rned because o f  insufficient 
funds? Such info rm ation  might 
inciude accoun t s tatus, current 
address, p h o ne  num ber, and  his­
tory o f  re tu rned  checks.

6 6 %  '  3 3 1 ,  1 1 ,  , . .  , r a t  nr Oppose 1 mieciuou
I f \ 22

B A C K G R O U N D : In the United
States, approxim ately  400,000 w o rth ­
less checks are written every day. 
Eighty percent o f  those checking ac­
counts  are  six m onths  old o r  less. 
Numerical listing and  da te  o f  account 
open ing  would  alert m erchants  to new 
accounts an d  to  take care in deciding 
whether to accept those checks. A dd i­
tionally, several states have given 
financial institutions permission to dis 
close account inform ation  to either law 
enforcem ent officials o r  m erchants 
who receive a worthless cheek.

O pponen ts  o f  the num bering  system 
believe :t would create problem s for in­
dividuals and  businesses who for con ti­
nuity purposes want to continue to 
num ber checks from  where the  old a c ­
count left off.

LABOR
M andatory  Overtime Wages
6. Should  existing law he repealed 

which requires a business with 
four or m ore  employees to pay 
overtime to an em ployee who 
works more than  K hou is  in one 
day. but does not work over 40 
hours per week?

i  3/,. v .n m  2 4 7  3 (ndci'idt'd
I 2 ’ 2)

B A C K G R O U N D : Most small busi­
nesses require  that a particu lar  job be 
accom plished within a certain period, 
This may require an employee to work 
m ote  than S nours on a particular  day . 
However, the employee is given time 
o f f  cm other days o f  the week so as not 
to work m ore  than  40 hours  that p a r ­
ticular week. P roponen ts  o f  a ch a t ty

say that law is particularly unfair  to 
sm aller  businesses whose workload  is 
heavy a t  certain times and  slack on 
o ther  days o f  the week. This flexibility 
o f  w orker  time should  not impose an 
additiona l financial burden  on smaller 
businesses.

O pponen ts  to  changing the law argue 
that employees working m ore  than  8 
hours in any one day  should be given 
extra  com pensa t ion  in the form  o f  
overtime pay, whether they worked 
voluntarily o r  were required to do  so 
by their employer. They feel daily over­
time pay should  be independent o f  the 
requirem ent to pay overtime te  an  e m ­
ployee who works m ore than  40 hours 
a  w eek .

GOVERNMENT
P erm anent F und  Income

7. Should  the unused portion  o f  the 
income from the P erm anent
Fund not allocated to the Divi­
dend P ro g ra m  be authorized  for 
the following?

a. T he  Longevity Bonus P rogram  
for the elderly 

4 1 "  l :m ir  ■) 1 "O iiiinu , 871  tult'iidi'il
1 2  I n

Municipal Assistance P rogram  
2 4 7  lator 66/<)|i|)(>sc 102.1 miicitifii

i i  i if

B A C K G R O U N D : During the 1983 
I egislaiivc Session bills were in tro  
cluced which would require that pari o f  
the income o f  the Perm anent Fund he 
held to finance the Longevity Bonus 
p rogram  and 'or finance the municipal 
revenue sharing p tog ram . In the past, 
funding tot such program s has been 
from the state'* General Fund,

P roponen ts  ol using the income from 
the Perm anent Fund to provide unit 's  
lot these program s con tend  that this 
would not violate the intent o f  the P e r ­
m anent Fund financing activities to 
benefit the m axim um  nuinhci ol resi­
dents o f  the state. I'hey argue that p r o ­
grams like I he municipal assistance 
p rogram  arc helping all com m unities 
o f  the state directly and thus benefit 
the tesiilcius o f  the various c o m m u n i­
ties indirectly by reducing local taxa­
tion and  prov iding needed services.

O pponen ts  argue that the Legislature is 
merely looking for new >ourccs to fund 
the expensive p rogram s hey have crea ­
ted the past few yeu.s which they do

1984 Alaska

not w ant reduced in levels o f  funding, 
now that General F un d  revenues are 
declining. Obviously, the most enticing 
source for funds is the P erm anent 
Fund. They strongly argue tha t  the  in­
come o f  the Perm anen t  Fund should  be 
kept for the original purposes es tab­
lished when the p rogram  was created 
and not used to fund o ther  program s 
o f  ' e Legislature. They state that the 
Legislature should he required to fund 
all p rogram s o f  the state from  General 
Fund  revenues o r  f rom  revenues o ther 
than  the  Perm anent Fund.

G overnm ent Com petit ion
F. Does the State  o f  A laska 

main ta in  opera tions  which are in 
direct com peti t ion  with your 
business?

2 9 7 v i-:s  5 6 7 \ o  1 5  W  T  KNOW 
1 1 1  20

B A C K G R O U N D : Past A laska State 
Ballots have asked whether the state 
should desist from  activities which 
directly com pete  with private en ter­
prise. T he  m em bership  has always 
strongly supported  this concept. H o w ­
ever, the question has been raised 
about how m uch com petition there ac ­
tually is. This  question is in tended to 
determ ine the present level o f  com peti­
tion by state  agencies.

A nsw er “ Yes”  only if  you  are  specific­
ally aware  o f  significant areas o f  state 
com peti tion  in your type o f  business. 
Answer “ N o "  if you are  reasonably  
certain that the  s tale  does not com pete  
with your  business. I f  you “ d o n ’t 
k n o w ” , please so indicate. If  you are 
aw are  o f  specific areas  o f  com peti t ion , 
please list them in the ./mments sec­
tion of" this Ballot.

Interest P a y m e n t  On O verdue Bills
9. Do you favor or oppose

legislation to require local gov­
ernm ents  to pay interest on  their 
unpaid  bills a fter  30 days?

or 5 "  Oppose 3 7  Undecided
f 2 ) 27

B A C K G R O U N D : During 1983, legis­
lation was nearly enacted which would 
m an d a te  state agencies ;o pay interest 
on  bills not paid within 30 days o f  
receipt o f  invoice. It iias been sug­
gested that the r : G .  legislation should 
have been applicable to local govern­
ments as well as state agencies. The 
problem  o f  local governm ents  not pay ­
ing bills on lime should be addressed in 
fu ture  legislation.

O pponen ts  o f  p rom pt pay say that 
local governm ents  frequently need to 
have extended periods to  pay their bills 
an d  should not be penalized with inter­
est that am oun ts  to taxpayer dollars.

Equal Access to Justice
10. Should  the  state enact legislation 

au thoriz ing  courts  to require 
state  agencies to  reimburse rea­
sonable  a tto rney  fees and  court 
costs to small businesses w ho pre­
vail over an agency in civil ac­
tions relating to alleged violations 
o f  governm ental regulations?

9 6 7 j. , ,vnr ^ k  Opposo i . 7  Undecided
1 2  3 21

B A C K G R O U N D : Aggressive agency 
regulatory  enforcem ent frequently re­
sult in w hat is considered unw arran ted  
fines and  c itations. T he  intent o f  the 
proposed  act is to rem edy the im bal­
ance o f  pow er and  legal tesources be­
tween governm ent and  small businesses 
by giving small business the m eans to 
challenge if their  position is justified.

P ro p o n en ts  o f  this legislation believe 
that m aking  agencies responsible for 
a tto rney  fees a n d  court  costs will dis­
courage unnecessary actions against 
small businesses and  reduce b u re a u ­
cratic interference with busines*. Costs 
and  fees would be reim bursed from the 
agency’s opera ting  nudgct if  the courts  
finds an agency acted unreasonably  in 
pressing a claim o r  punitive action 
against a small business.

O pponen ts  say such legislation will u n ­
duly tie the hands  o f  regulators. 
(Please use the  C om m ent section to  cite 
instances where you paid a fine in 
o rder  to avoid  the cost o f  litigation.)

C O M M E N T 'S :

STATE BALLOT
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ALASKA LEGAL SERVICES CORPORATION
eio "h" s t h s c t . s u i t e  io o

A N C M O B A O E ,  A L A S K A  9 B B O I  
TctipxoHc (OOT) i7a -o*a i

P O S I T I O N  P A P E R : H o u s e  3 1 1 1  No. 246 - "An A c t  r e l a t i n g  to the
d e r e g u l a t i o n  of i n t e r e s t  rates; a n a  p r o v i d i n g  
f o r  an e f f e c t i v e  d a t e . "

A T  T H E  R E Q U E S T  O F ; S e n a t o r  R i c h a r d  E l i a s o n ,  C h a i r m a n  o f  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

F O R  M O R E  I N F O RM A T I O N  C O N T A C T : R o b e r t  H i c k e r s o n

DATE; M a y  25, 1983

H B  246 p r o p o s e s  to d e r e g u l a t e  all i n t e r e s t  r a t e s  a n d  f i n a n c i a l  
c h a r g e s  in the S t a t e  o f  A l a s k a  f r o m  J u l y  1983 u n t i l  J u l y  1987. 
A f t e r  this f i v e  y e a r  p e r i o d ,  t h i s  b i l l  p u r p o r t s  to r e i n s t a t e  
the c u r r e n t  e x i s t i n g  r e g u l a t i o n s .

' ‘--ST A N A L Y S I S ;

I. a p p e a r s  f r o m  t e s t i m o n y  s u b m i t t e d  to U.S. S.B. 730 w h i c h  
p r o p o s e d  p r e e m p t i o n  o f  s t a t e  a u t h o r i t y  o v e r  c o n s u m e r  c r e d i t  
t r a n s a c t i o n s  t h a t  the p r o p o s e d  A l a s k a  HB 246, w h i c h  w o u l d  
e l i m i n a t e  s t a t e  i n t e r e s t  r e g u l a t i o n s  w o u l d  a d v e r s e l y  a f f e c t  
the a b i l i t y  of  A l a s k a n s  to o b t a i n  c r e d i t ,  as w e l l  as b u r d e n i n g  
f u t u r e  A l a s k a n  d e b t o r s  w i t h  i n c r e a s e d  i n t e r e s t  r a t e s  . i1 
r e p a y m e n t  plans. M o r e o v e r ,  t h e r e  has b e e n  no a p p a r e r . al
d a t a  o r  a l t e r n a t i v e  p r e m i s e s  i n t r o d u c e d  w h i c h  w o u l d  ji. ■>
d e r e g u l a t i o n  o f  i n t e r e s t  rates. R a t h e r  this b i l l  s e e m s  
at i n c r e a s i n g  the s h o r t  t e r m  p r o f i t a b i l i t y  of m o n e y  lende-is 
at the e x p e n s e  of the c o n s u m e r s .

1) T h e  p r e m i s e  t h a t  A l a s k a  is n o t  c o m p e t i t i v e  w i t h  o t h e r  s t a t e s  
f o r  a s c e r t a i n m e n t  o f  c r e d i t  is m i s l e a d i n g .

a) O n l y  3ix s t a t e s  (Wow York, N e w  J e r s e y ,  M o n t a n a ,
S o u t h  Dakota, D e l a w a r e  a n d  A r i z o n a )  h a v e  a d o p t e d  
deregu.latory b i l l s  s i m i l a r  to the p r o p o s e d  H B  24 6. 
A d d i t i o n a l l y ,  b o t h  N e w  Y o r k  a n d  N e w  J e r s e y  h a v e  
b u f f e r e d  the c o n s u m e r  i m p a c t  o f  d e r e g u l a t i o n  by 
a d o p t i n g  c r i m i n a l  u s u r y  c e i l i n g - s t a t u t e s  of  25% 
and 30% r e s p e c t i v e l y .

b) E l e v e n  s t a t e s  (Alabama, I l l i n o i s ,  M i c h i g a n ,  M i s s o u r i ,  
N e w  H a m p s h i r e ,  N o r t h  D a k ota, P e n n s y l v a n i a ,  T e n n e s s e e ,  
and W i s c o n s i n )  h a v e  f l o a t i n g  i n t e r e s t  c e i l i n g s  w h i c h  
are t i e d  to the F e d e r a l  R e s e r v e  D i s c o u n t  Rates.

c) T h e  U C C C  S t a t e s  of  Idaho, I ndiana, Towa, Kansas, Maine, 
O k l a h o m a ,  S o u t h  C a r o l i n a ,  U t a h  and W y o m i n g  ha v e  
i n f l a t i o n a r y  p r o v i s i o n s  w r i t t e n  i to t h e i r  r e g u l a t i o n



a) The r e m a i n d e r  o f  the t w e n t y - t w o  s t a t e s  i n c l u d i n g  
A l a s k a  h a v e  s t a t u t o r i a l l y  i n c r e a s e d  the m a x i m u m  
i n t e r e s t  r a t e s  a l l o w a b l e .

It appears? t h a t  the a v a i l a b i l i t y  of  c r e d i t  in A l a s k a  is no less 
c o m p e t i t i v e  t h a n  the m a j o r i t y  of t h e  states. If s t u d i e s  show 
that A l a s k a  is u n c o m p e t i t i v e ,  a l t e r n a t i v e  s t a t u t o r y  p r o v i s i o n s  
i ould be s u b s t i t u t e d  r a t h e r  t h a n  a d o p t i n g  t h e  r a d i c a l  a p p r o a c h  
o f  c o m p l e t e  d e r e g u l a t i o n .

2) The p r e m i s e  t h a t  HB 246 w i l l  e x p a n d  c r e d i t  to A l a s k a n  c o n s u m e r s
is m i s l e a d i n g  b e c a u s e  it a p p e a r s  that the c r e d i t  m a r k e t  p l a c e  is
n o t  a c o m p e t i t i v e  market.

a) T h e  p r o p o r t e d  p r e m i s e  th a t  h i g h  risk d e b t o r s  w i l l  be 
•*< ab l e  to o b t a i n  c r e d i t  has b e e n  p r o v e n  f a l l a c i o u s  in 

N e w  York. Tn N e w  Y o r k  (a d e r e g u l a t e d  state) such 
d e b t o r s  w e r e  s t i l l  t u r n e d  d o w n  3 to 1 d e s p i t e  i n c r e a s e d  
i n t e r e s t  rates.

'*

b,) T h e r e  1* ->o e v i d e n c e  that . r ^ tg s for l o wer
risk d e b t o r s  w o n  Id d e c r e a s e  . A p p a r e n t l y  in N o w  Y o r k  
d e b t o r s  e l i g i b l e  for 18% f i n a n c i n g  are s t ill r e q u i r e d
to p a y  the u p p e r  c e i l i n g  at 25% rates.

3) A d d i t i o n a l l y ,  the e f f e c t s  of the d e r e g u l a t i o n  of interest, r a t e s  
w o u l d  be u n d u l y  b u r d e n s o m e  to the c o n s u m e r  b e c a u s e  of the fol l o w i n g :

a) F i n a n c i a l  c h a r g e s  and i n t e r e s t  r a t e s  w o u l d  i n c r e a s e .

b) A d d i t i o n a l  " h i d d e n "  fees w o u l d  be a d d e d  to the f i n a n c i n g  
c o n t r a c t  w h i c h  w o u l d  m a k e  c o m p a r i s o n  s h o p p i n g  v e r y  
d i f f i c u l t .

4) The e f f e c t s  o f  d e r e g u l a t i o n  o f  interest, r a t e s  w o u l d  be b u r d e n "  
s o m e  to c r e d i t o r s  b e c a u s e  of the f o l l o w i n g :

a) It w o u l d  d e c r e a s e  the c o n s u m e r  c o n s u m p t i o n  of g o o d s
b o c a u s e  an i n d i v i d u a l  c o u l d  on l y  a b s o r b  a c e r t a i n  a m o u n t  
of c r e d i t  and i n t e r e s t  rates; i n c r e a s e d  I n t e r e s t  
r a t e s  w o u l d  p r o p o r t i o n a t e l y  r e d u c e  the a m o u n t  of  g o o d s  

t p u r c h a s e d .

fc) I n c i d e n t s  o f  b a n k r u p t c y  a r e  l i k e l y  to i n c r e a s e  as a
r e s u l t  of  I n c r e a s e d  i n t e r e s t  rates. S t a t i s t i c s  h a v e  
s h o w n  that the. ra t e  of b a n k r u p t c y  i n c r e a s e s  p r o p o r t i o n a t e l y  
to the r a t o  of  i n t e r e s t  rates.

5) L a s t l y ,  it is s u g g e s t e d  t h a t  if a d e r e g u l a t i o n  b i l l  w a s  to be 
p a s sed, a d d i t i o n a l  m e a s u r e s  s h o u l d  be t a k e n  s i m u l t a n e o u s l y  w h i c h  
w o u l d  p r o v i d e  t h e  c o n s u m e r  w i t h  full d i s c l o s u r e  p r o t e c t i o n s  of a 
f i n a n c i n g  c o n t r a c t .  T h e s e  include:

a) A  P l a i n  E n g l i s h  S t atute;
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b) E x p a n s i o n  o f  the t r u t h  i n  L e n d i n g  and F a i r  D e b t  
C o l l e c t i o n  S t a t u t e s ;

c) P r o h i b i t i o n  o f  W a g e  A s s i g n m e n t s ;

d) P r o h i b i t i o n  o f  n o n  p u r c h a s e  m o n e y  s e c u r i t y  i n t e r e s t s  
in h o u s e h o l d  goods;

e) P r o h i b i t i o n  of b l a n k e t  s e c u r i t y  i n t e r e s t s ,  a n d  
i n c r e a s i n g  the s p e c i f i c i t y  o f  g o o d s  i n c l u d e d  u n d e r  
a s e c u r i t y  a g r e e m e n t ;  a n d

f) E x p a n s i o n  of l ” v s  p r o t e c t i n g  c o - s i g n e r s  w h i c h  w o u l d  
i n c l u d e  m o r e  i o r m a t i o n  and a c o o l i n g  o f f  period.

C O N C L U S I ON:

i t ‘'appears fr o m  the a v a i l a b l e  m a t e r i a l  t h a t  HB 246 w o u l d  n o t  
a c h i e v e  t h e  p u r p o r t e d  p u r p o s e s  a n d  s e r i o u s l y  h i n d e r  c o n s u m e r  
f i n a n c i n g .  Lt. is s u g g e s t e d  t h a t  t h i s  Bi l l  be r e e x a m i n e d  a nd 

lern a t i v e  o p t i o n s ^ b e  p r e s e n t e d  w h i c h  w o u J d  e i t h e r  p r o v i d e  
frlal riebU.rs w i t h  a d d i t i o n a l  d.i 3 c l o 3 u r s  p r o t e c t i o n s  or 

"Hernati.ve p r o v i d e  .less d r a  a VfimedlAft r a e i - s i » ^  
rt»rtrrTcci Alas k a n  C r e d i t  Froft LemT
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R i c h a r d  E l i a s o n ,  C h a i r
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
P o u c h  V
S t a t e  C a p i t o l
J u n e a u ,  A K  9 9 8 1 1

D e a r  Sen. E l i a s o n :

T h e  A l a s k a  P u b l i c  I n t e r e s t  R e s e a r c h  G r o u p  is s t r o n g l y  o p p o s e d  
to H B  246, w h i c h  w o u l d  d e r e g u l a t e  i n t e r e s t  r a t e s  in the State. 
D e r e g u l a t i o n  of  i n t e r e s t  r a t e s  w i l l  n o t  i n c r e a s e  c o m p e t i t i o n  
in l ending, w i l l  n o t  i n c r e a s e  a c c e s s  t o  c r e d i t ,  or r e v i v e  
t he S t a t e ' s  e c o n o m y ,  a n d  it  w i l l  m o s t  c e r t a i n l y  h a r m  c o n s u m e r s  
s e e k i n g  c r e d i t .

1. I n t e r e s t  c e i l i n g s  w e r e  e s t a b l i s h e d  to p r o t e c t  c o n s u m e r s  f r o m  
u n s c r u p u l o u s  l e n d e r s  c h a r g i n g " u r c o n s c i o n a b l e  r a t e s  o f  i n t e r e s t . 
T h e  p r e s e n t  l a w  d o e s  j u s t  that. T h e  c e i l i n g s  are a b o v e  t h e  
p r e s e n t  m a r k e t  rate, so f a i r  and h o n e s t  l e n d e r s  a r e  n o t  
a d v e r s e l y  a f f e c t e d  by t h e  law. In d e r e g u l a t i n g  i n t e r e s t  rates, 
this L e g i s l a t u r e  w o u l d  b e  a i d i n g  t h o s e  l e n d e r s  w h o  g o u g e  c o n­
sumer s  s e e k i n g  credit. C a v e a t  e m p t o r  c a n n o t  a p p l y  in an 
i n d u s t r y  w e l l - k n o w n  for m i s l e a d i n g  s t a t e m e n t s ,  fine p r i n t  and 
w a i v e r - o f - d e f e n s e  c l a u s e s .

2. L i f t i n g  i n t e r e s t  r a t e  c e i l i n g s  w i l l  a r t i f i c i a l l y  i n c r e a s e  
i n t e r e s t  r a t e s . U s u r y  c e i l i n g s  in N e w  J e r s e y  w e r e  l i f t e d  
f r o m  21% to 30% in 1980. T h e  a v e r a g e  i n t e r e s t  r a t e  i n c r e a s e d  
f r o m  6 t o  7% ju s t  a f t e r  the n e w  c e i l i n g  w e n t  i n t o  e f f e c t  a n d  
has not c o m e  down. T h e s e  l e n d e r s  w e r e  n o t  r e f l e c t i n g  t h e  m a r­
k e t  w h e n  t h e y  i n c r e a s e d  rates, t h e y  w e r e  e x e r c i s i n g  o l i g o p o l i c  
c o n t r o l  o f  i n t e r e s t  rates. If i n t e r e s t  r a t e s  w e r e  t o  i n c r e a s e  
a r t i f i c i a l l y ,  b o t h  c o n s u m e r s '  d i s p o s a b l e  i n c o m e  a n d  c o n s u m e r  
d e m a n d  w o u l d  c o n s t r i c t ,  r e s t r a i n i n g  g r o w t h  in the A l a s k a n  
e c o n o m y .

3. W e  c a n ' t  r e l y  on  t h e  m a r k e t p l a c e  f o r c e s  to set i n t e r e s t  
r a t e s  b e c a u s e  t h e  l e n d i n g  i n d u s t r y  is n o t  c o m p e t i t i v e ^ M a n y  
c o n s u m e r s ,  e s p e c i a l l y  l o w e r - i n c o m e  a n d  l e s s - e d u c a t e d  c o n s u m e r s ,  
d o n ' t  s h o p  f o r  c r e d i t .  E v e r  w i t h  t h e  y a r d s t i c k s  m a d e  p o s­
sib l e  by the T r u t h  in  L e n d i n g  Act, c o n s u m e r s  r e l y  o n  family,



m e r c h a n t s  a n d  t h e  l e n d e r s  t h e m s e l v e s  f o r  i n f o r m a t i o n  w h e n  
m a k i n g  c r e d i t  d e c i s i o n s .  C r e d i t  a n d  i n t e r e s t  r a t e s  a r e  p e r­
c e i v e d  as a " t a k e  it o r  l e a v e  it" p r o p o s i t i o n ,  w i t h  t h e  l e n d e r  
in c o n t r o l .

4. T h e  l e n d i n g  i n d u s t r y  d o e s n ' t  n e e d  i n c r e a s e d  rates, and  
w h e n  i t does, t h e  L e g i s l a t u r e  c a n  s i m p l y  i n c r e a s e  t h e  c e i l i n g  
a p p r o p r i a t e l y . T h e  i n f l a t i o n  r a t e  h a s  d e c r e a s e d  by  t w o  t h i r d s  
o v e r  t h e  l a s t  t w o  ye a rs , t h e  p r i m e  r a t e  ha s  d e c r e a s e d  by  n e a r l y  
o n e  half, a n d  t h e  r a t e  a t  w h i c h  b a n k s  p a y  for t h e i r  m o n e y —  
t h e  m o n e y  m a r k e t  r a t e — h a s  d e c l i n e d  s u b s t a n t i a l l y  to  a r o u n d  9%. 
T h e s e  p r e s s u r e s  h a v e  n o t  b r o u g h t  a b o u t  a c o r r e s p o n d i n g  d e­
c r e a s e  in  t h e  c o n s u m e r  l o a n  rat es , t h e  banks' p r o f i t  m a r g i n s  
(at l e a s t  o n  t h e i r  l o a n  p o r t f o l i o s )  h a v e  j u s t  i n c r e a s e d .  T h e  
f i n a n c i a l  p r e s s u r e s  t o  i n c r e a s e  r a t e s  w h i c h  w e  e x p e r i e n c e d  
s e v e r a l  y e a r s  a g o  n o  l o n g e r  exi st .

5. L i f t i n g  t h e  c e i l i n g s  w i l l  n o t  o p e n  c r e d i t  up to b o r r o w e r s  
p r e v i o u s l y  u n a b l e  t o o b t a i n  c r e d i t . A  r e c e n t  N e w  Y o r k  B a n k i n g  
D e p a r t m e n t  s t u d y  b e a r s  t h i s  out, a c c o r d i n g  to t e s t i m o n y  p r e­
se n t e d  by t h e  C o n s u m e r  F e d e r a t i o n  o f A m e r i c a  b e f o r e  t h e S e n a t e  
B a n k i n g  C o m m i t t e e  e a r l i e r  t h i s  year,. In 1980, N e w  Y o r k  
r a i s e d  i t s  i n t e r e s t  c e i l i n g  s u b s t a n t i a l l y  a n d  o p e n e d  l e n d i n g
up  to n e w  c l a s s e s  of  i n s t i t u t i o n s .  W h i l e  t h e r e  is a t h e o r e t i c a l  
a r g u m e n t  t h a t  l e n d e r s  t h e n  c o u l d  c h a r g e  n e w  h i g h  r i s k  b o r­
ro w e r s  a c o m m e n s u r a t e l y  h i g h e r  r a t e  o f  i n t e r e s t ,  t h i s  d i d  
n o t  h a p p e n .  F e w  l e n d i n g  i n s t i t u t i o n s  r a i s e d  t h e i r  c r e d i t  
l i m x t s  a n d  e v e n  f e w e r  o p e n e d  up t h e i r  l o a n  s t a n d a r d s .  As  th e 
C . F . A .  t e s t i m o n y  c o n c l u d e s ,  " . . .  c o n s u m e r s  w h o  a r e  e l i g i b l e
for c r e d i t  a t  25% a r e  t h e  sa me  c o n s u m e r s  w h o  w e r e  e l i g i b l e  
fo r c r e d i t  a t  18%." T h e  p r i m a r y  c h a n g e  ha s  b e e n  a n  i n c r e a s e d  
c o s t  o f c r e d i t  to t h e  b o r r o w e r  a n d  i n c r e a s e d  e a r n i n g s  to  the  
lender.

W e  u r g e  y o u  t o  r e c o g n i z e  t h e  f a u l t s  i n  H B  246, a n d  n o t  p a s s  
t h e b i l l  o u t  of  C o m m i t t e e .

M o r e o v e r ,  HB 246 s h o u l d  be  of g r e a t  i m p o r t a n c e  to  A l a s k a ' s  
c o n s u m e r s ,  y e t  i t  h a s r e c e i v e d  l x t t l e  p u b l i c i t y  o r  a t t e n t i o n  
o u t s i d e  t h e  l e n d i n g  i n d u s t r y .  W e  u r g e  t h e  C o m m i t t e e  t o  h o l d  
a t e l e c o n f e r e n c e  in t h e  e v e n i n g  v/ith p l e n t y  of  n o t i c e  on th is  
issue.

S i n c e r e l y ,

]

D i r e c t o r
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February 13, 1984

The Honorable Rick Uehling 
Alaska House of Representatives 
Pouch V
Juneau, AK 99811

Dear Representative Uehling:

Small business continues to be the largest generator of new jobs in the 
United States, however, the number of jnbs which are created often are 
significantly effected by state legislative actions. To ensure that 
legislators have the benefit of knowing how existing law and proposed 
legislation affects small business, the National Federation of 
Independent Business has been working with, not only the Alaska 
Legislature, but state legislatures nationwide for several years.

In Alaska, NFIB currently has a membership in excess of 3,600 which means 
that we usually represent a significant majority of the retail and 
service businesses in each city in Alaska. Each year we send a ballot to 
all of our members requesting their input on issues of current interest 
in Alaska. This ballot permits each member to express their feelings on 
these issues and gives me direction regarding which issues should be 
pursued legislatively. I do not take a position on an issue for NFIB 
unless the members have voted on it and a majority favor the position 
being taken.

Enclosed for your information is a copy of our 1983 State Ballot showing 
the vote of the membership on the various issues. The issues wnich 
received strong support are ones which I will be discussing with 
legislators during this and subsequent legislative sessions.

If I can provide you any additional information on NFIB or if you would 
like to know our position on a particular issue, feel free to contact me.

Legislative Office 
P.O. Box 194 
Auke Bav, AK 99821 
907/586-4100
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Dear NFIB M ember
This B a llo t is so lic ited by NFIB Research and Education Foundation  to gather in fo rm ation  perta in ing to sm all 
business issues in you r state.
Your answers are va luab le and w ill enhance the survey.
Please re tu rn  the entire Ba llo t. Thank you.

Very tru ly  vours.
J o h n  E. S l o a n .  J r . .  P r e s i d e n t
NFIB Research and Education Foundation

GENERAL BUSINESS
Interest Rates
1. Should  interest ra te  ceilings be 

repealed on: (vote on each)
a. Bank loans o f  S25.000 or less

32% F avor 6 0 %oPposc ._8%Un(lixi<l.'il

b.

34%_
i

e.

3 6 % .
i

d. 

34 % _

i

33%_ 
■

Savings and  loan association 
loans o f  525,000 o r  less

53%,.Favor __()ppo'.c
i

8 %VniUvidi'd
ii

Retail installment contracts  
Favor 54%Op|ioM- 10%I

Retail op en -e nd ed  
accounts

mli-v'idi'il 
11

charge

huviir
5 6 % ,Oppose 10%_ l  odifidid

I 14

Credit card  revolving accounts
Favor 5 8 % ,Oppose 9 % v ndeeided

f. S tate  ib a r te re d  credit unions 
3 5 /j Kamr 5 5 %Oppose l_0_/'ll|idetided

I I  5 16

g. Small loan finance com pany  
leans  o f  $10,000 o r  less

33% F’uvnr 58%{)ppose 9 %l)ndeeided
i i i 11

B A C K G R O U N D : HB 246. presently in 
the Senate L a b o r  and  C om m erce  C o m ­
mittee proposes to  remove all limita­
tions on  all types o f  credit in Alaska. 
The measure would permit each f inan­
cial institution and  all businesses 
extending credit to charge whatever in­
terest rate they wish, subject only to 
com petition o f  the m arketp lace  and 
negotiation with each individual 
customer.

C urren t law limits banks a n d  savings 
and  loan associations to a  m axim um  
interest rate o f  5%  over the federal dis­
count rate in effect at the t im e o f  the 
loan on any loan o f  $25,000 or less. 
T here  are no interest rate limitations 
on loans in excess ot $25,000. During 
the past few m onths, the federal d is­
coun t rate has been 8 .5 % . thereby set­
ting the m axim um  allowable interest 
rate at 13.5%.

A retail business selling merchandise 
on a retail installment contract  is pres­
ently limited to a m axim um  interest 
rate o f  10% per year on the lirsi $1,000 
o f  credit extended, and  »S°o on  credit in 
excess o f  S I ,000. However, for retail 
businesses as well as credit card  c o m p a ­
nies extending open-ended revolving 
charge accounts, the m axim um  interest 
rate is 18% per year 01. the first $1,000 
o f  credit extended and  the federal dis­
count rate plus 5%  on credit in excess 
o f  $1,000. A state char te red  credit 
un ion  is presently limited to 1:5% or 
5%  over the federal discount rate, 
whichever is higher on loans o f  any 
a m o u n t .  Small loan finance com panies  
can now levy a m axim um  interest rate 
o f  36%  per year on the first $850 o f  
credit extended and  24%  on  credit up  
to $10,000.

P roponen ts  o f  the removal o f  all in ter­
est rate limitations argue that m any 
financial institutions and businesses 
lost money on  their credit t ransactions 
during  the period o f  very high interest 
rates and . further, the limits are  iio 
longer necessary. If the limitations 
were removed, the m arketp lace, i.e., 
com petition for the financing, would 
set the  rates at reasonable levels in line 
with the risks inherent in the particular  
credit transaction.

O pponen ts  argue that A laska  does not 
have a well developed m arke tp lace  and  
there are  m any ••ommunities where no 
com petition  exists either for banking  
o r  retail credit. T he  removal o f  all 
limits would permit the charg ing  o f  u n ­
reasonably high rates. Further,  it has 
also been pointed out that in the case 
o f  consum er loans and  small business 
loans under $25,000, the m arketp lace  
seems to react very slowly when in te r­
est rate- are falling in general. For  
exam ple  during the lirst few m on ths  in 
I981 in California , where there a re  no 
interest rate limitations, interest rates 
being charged on  small loans by banks 
were running  at 20% to  2 5 % , while 
i.iies in Alaska were about 14%.

Interest Rates
2. Should interest rates on  balances 

o f  $1,000 or less that are  limited 
to  a m axim um , such as the  18% 
for business credit or credit card 
com panies , be m odified so the 
m axim um  rate could be increased 
with the federal d iscount rate, 
once the federal d iscount rate 
reached a pre-set level?

3 9 %̂LFavor 5 2 %  Qpp ing 9 %  r in de t iilc l

B A C K G R O U N D : P roponen ts  o f  this 
concept feel that businesses extending 
financing a n d  credit should not be so 
limited in the rates they charge  that 
they lose money; therefore, the lim ita­
tions should be allowed to rise when in­
terest rates are generally high. It has 
been proposed  that the m ax im um  rate 
on  accounts  with balances o f  $1,000 o r  
less be set at 18%, or 6 %  over  the 
federal discount rate, whichever is 
higher.
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O pponen ts  argue tha t the federal dis­
count ra te  does not necessarily indicate 
the cost o f  funds to  financial institu­
tions o r  businesses. A variety o f  o ther 
factors affect the cost o f  funds to a 
particu lar  entity. They argue, there­
fore, tha t  it is m ore  ap p rop r ia te  to  re­
move all limitation:: and  let market 
conditions establish the rates.

Bad Check  Penalties
3. D o you favor o r  o p p o .e  increased 

civil a n d /o r  criminal penalties as 
an  effective deterrent to the writ­
ing o f  bad checks?

qce/ /ic/ ic'J J lJ Fimir Oppnsr 1 ”  tndccidiil
I I * 1 9

B A C K G R O U N D : It is well established 
that bad  checks are  a problem  that 
every business m ust deal with to some 
degree. However, the question has 
been raised whether the laws o f  Alaska 
are presently adeq u a te  to deal with the 
problem . It has been suggested that 
either or both  the civil o r  criminal pen ­
alties should be m ade  stronger to 
a ttem pt to reduce the impact o f  this 
problem .

Bad Check Civil Penalties
4. Should legislation be ad o p ted  to 

require that bad-check writers re­
pay not only the  face value ol" the 
check and  any  court costs incur­
red by the receiver bu t also civil 
dam ages  o f  S I00 (m inim um ) or 
triple the am oun t o f  the check?

3 6 "  Kuvor 10% €)|»P 0\4* 4%lli>dicidcil
I I  I 10

B A C K G R O U N D : Law enforcem ent 
officials frequently d o  not pursue those 
w ho write bad checks for small 
am oun ts .  Thus, the only de terren t to 
writing a bad check is the receiver’s 
(m erchant)  collection efforts. Checks 
written for small am oun ts ,  which to ­
gether may represent a deep cut in a 
business’s profit , frequently cost more 
to collect than they are worth.

If  the merchant was allowed to collect 
from the bad-check writer a m inim um  
o f  $100 o r  triple the  am o u n t  o f  the 
check as damages, in addition  to the 
base value o f  the check a n d  any court 
costs incurred, there would be a real in­
centive for the m erchant to collect and  
a  de terren t to bad-check writing.

Check In form ation
5. Should financial institutions be 

required to n u m b er  checks on 
new accounts beginning at #101 
and  display on  the face o f  the 
check the m on th  and  year the ac­
count was opened?

^ ^ Dppnse 10 .J Undecided
1 2  J II

5A. Should  banks be allowed to 
disclose to m erchants  the bank 
account in fo rm ation  o f  those 
w ho issue checks which are  re­
turned because o f  insufficient 
funds? Such in fo rm ation  might 
include account s ta tus , current 
address, phone  num ber,  a n d  his­
tory o f  returned checks.

^ ^ _Favo r ^ O p p o se  ndeeided
1 2  J 12

B A C K G R O U N D : In the United
States, approx im ate ly  400,000 w o r th ­
less checks are written every da; 
Eighty percent o f  those checking ac­
counts  are six m on ths  old o r  less. 
Numerical listing a n d  date  o f  account 
opening  would alert m erchan ts  to new 
accounts  and  to take care in deciding 
whether to accept those checks. A d d i­
tionally, several s tates have given 
financial institutions permission to dis­
close account in fo rm ation  to either law 
enforcem ent officials o r  m erchants  
w ho  receive a worthless check.

O p p o n en ts  o f  the num bering  system 
believe it would create problem s for in­
dividuals and  businesses w ho  for con ti­
nuity purposes  want to con tinue  to 
num ber  checks from  where the  old ac ­
count left off.

LABOR
M and a to ry  Overtim e Wages 
ft. Should  existing law he repealed 

which requires a  business with 
four or m ore  employees to pay 
overtime to an  em ployee who 
works m ore  than  8 hours  in one- 
day, but does not work over 40 
hours  per week?

7 3 /. |.'nvor 2 4 /.Oppose 3% Undiiidi'd
1 2  >: M

B A C K G R O U N D : Most small busi­
nesses require  that a par ticu lar  jo b  be 
accom plished within a certain  period. 
This may require an em ployee to work 
m ore  than  8 hours on a par ticu lar  day. 
However, the em ployee is given time 
o f f  on o ther  days o f  the week so as not 
to work m ore  than  40 hours  that p a r­
ticular week. P roponen ts  o f  a c h a rg e

say tha t  law is particularly unfair to 
smaller businesses whose workload is 
heavy at certain times and  slack on 
o ther  days o f  the week. This flexibility 
o f  w orker  time should  not impose an 
additiona l financial burden  on  smaller 
businesses.

O pponen ts  to changing the law argue 
that employees working more than 8 
hours in any one day  should be given 
extra  com pensat ion  in the form of 
overtim e pay, whether they worked 
voluntarily o r  were required to do so 
by their employer. They  feel daily over­
time pay should  be independent o f  the 
requirem ent to pay overtime to an  em ­
ployee w ho works m ore than  40 hours 
a week,

GOVERNMENT
Permanent Fund Income

7. Should  the unused portion  ol the 
income from the Perm anent 
Fund not allocated to  the Divi­
dend Program  be au thorized  for 
the following?

a. T h e  Longevity Bonus P rogram  
for the elderly

/ II ‘V c u /  no/
‘ Favor ^A^Onimse _9-6?l’ndtiidttli i » j«

Muuicimil Assistance P rogram
24% Fuvnr 66#0|>|msc lO.jTmfts'idrd

1 2  I 21

B A C K G R O U N D : During the I983 
Legislative Session bills were in tro­
duced which would require  that part ol 
the income o f  the P erm anent Fund  be 
held to finance the Longevity Bonus 
p rogram  a n d /o r  finance the municipal 
revenue sharing program . In the past, 
funding for such program s has been 
from  the stale 's  General Fund.

P roponen ts  o f  using the incom e from 
the P erm anent Fund to p rovide funds 
for these p rogram s con tend  that this 
would not violate the intent o f  the  Per­
m anent Fund  financing activities to 
benefit the m axim um  num ber o f  resi­
dents  o f  the state. They  argue that pro ­
gram s like the municipal assistance 
program  tire helping all communities 
o f  the slate directly and  thus benefit 
the residents o f  the various co m m u n i­
ties indirectly by reducing local taxa­
tion and  providing needed services.

Opponent: s argue that the Legislature is 
merely looking for new sources to  lund 
the expensive program s they have crea­
ted the past few years which they do
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not u a n t  reduced in levels o f  funding, 
now that Ger.eral Fund  revenues are  
declining. Obviously, the most enticing 
-.ource for funds is the P erm anent 
Fund. They strongly argue that the in­
come o f  the Perm anent Fund  should  be 
kept for the original purposes  e s tab ­
lished when the program  was created 
and not used to fund o th er  program s 
ol the Legislature. They state that the 
Legislature should  be required to  fund 
all program s o f  the state from  General 
Fund revenues o r  from  revenues o ther  
than the Perm anent Fund.

Governm ent Com petit ion
8. Does the State o f  A laska 

m ainta in  opera t ions  which are  in 
direct com peti tion  with your  
business?

29J v f s  562*0 155Si>o.vt k n o w
I 2 J lt>

B A C K G R O U N D : Past A laska  State 
Ballots have asked whether the state 
'h o u ld  desist from  activities which 
directly com pete  with private en te r­
prise. T he  m em bership  has always 
strongly sup p o r ted  this concept. H o w ­
ever, the question has been raised 
about how much com peti t ion  there a c ­
tually is. This  question is in tended to 
determine the present level o f  com peti­
tion by state agencies.

A n s w e r 14 Yes”  only if  you are  specific­
ally aw are  o f  significant areas  o f  state 
com peti tion  in your type o f  business. 
Answer 44N o ”  if you are reasonably 
certain tha t  the state does not com pete 
with your  business. If  you ‘‘d o n ’t 
k n o w ” , please so indicate. If  you  are 
aw are  o f  specific areas o f  com petition, 
please list them  in the C om m ents  sec­
tion o f  this Ballot.

Interest P aym ent On Overdue Bills
9. D o  you favor o r  oppose 

legislation to require  local gov-
- e rn m e n ts  to  pay interest on  their 

unpaid  bills after  JO days?
?2*Favor îLA'rukvick-il

I 2 # J 27

B A C K G R O U N D : During 1983, legis­
lation was nearly enacted which would 
m andate  state agencies to pay interest 
on bills not paid within 30 days o f  
receipt o f  invoice. It has been sug­
gested that the prior legislation should 
have been applicable to local govern­
ments as well as state  agencies. The 
problem  o f  local governm ents not pay ­
ing bills on  lime should be addressed in 
fu tu re  legislation.

O pponen ts  o f  p rom pt pay say that 
local governm ents  frequently need to 
have extended periods to p iv their bills 
and  should not be penalized with in ter­
est that am ounts  to taxpayer dollars.

Equal Access to Justice
10. Should  the state enact legislation 

au thoriz ing  courts to  require * 
state agencies to reimburse rea­
sonable  a ttorney  fees and  court 
costs to small businesses who pre­
vail over an agency in civil ac­
tions relating to alleged violations 
o f  governm ental regulations?

^ " l a v i i r  ? 2 L l’nclfcidcd
i i  s it

B A C K G R O U N D : Aggressive agency 
regulatory  enforcement frequently re­
sult in what is considered unw arran ted  
fines and  citations. T he  intent o f  the 
p roposed  act is to remedy the imbal­
ance o f  power and  legal resources b e ­
tween governm ent and  small businesses 
by giving small business the means to 
challenge if their position is justified.

P ro p o n en ts  o f  this legislation believe 
that m aking  agencies responsible for 
a t to rney  fees and  court costs will dis­
courage unnecessary actions against 
small businesses and  reduce b u reau ­
cratic interference with F iess. Costs  
and  Ices would be rcimh..r>cd from the 
agency’s opera tine  budget it the court-, 
finds an agency acted unreasonably in 
pressing a claim or p u m tu e  action 
against a small business.

O pponen ts  say such legislation will u n ­
duly tie the hands o f  regulators. 
(Please use the Com m ent section to  cite 
instances where urn  paid a fine in 
o rder  to avoid the cost ol litigation.)

C O M M E N T S :



S e n a t o r  R i c h a r d  E l i a s o n  
C h a i r m a n i  L & C  C o m m i t t e e  
S t a t e  C a p i t o l  
P o u c h  V
J u n e a u ,  A K  99811

D e a r  S e n a t o r  Eli a s o n  :

HB 2 4 6 ( L & C )  w h i c h  y o u  will h e a r i n g  t h i s  d a t e ,  has b e e n  b r o u g h t  to 
my a t t e n t i o n .  I f i n d  t h a t  S e c t i o n s  4 & 5 o f  this bill has p o t e n t i a l  

to d i r e c t l y  a f f e c t  f i s h e r m e n  a n d  I am c o n c e r n e d .

C r e d i t  is a f u n n y  s i t u a t i o n .  E v e n  w h e n  y o u  h a v e  ca s h  a v a i l a b l e ,  y o u  
are f o r c e d  to buy on t i m e  o r  c h a r g e  an a c c o u n t  at a b u s i n e s s  in o r d e r  
to e s t a b l i s h  c r e d i t  j u s t  to get a t e l e p h o n e  i n s t a l l e d  in y o u r  home.
In o t h e r  w o r d s ,  y o u  are f o r c e d  to use the s y s t e m .  U n f o r t u n a t e l y ,  in 
t h e s e  t r y i n g  t i m e s  m o s t  f i s h e r m e n  do n o t  ha v e  a p o c k e t f u l  of cash.

We f i n d  o u r s e l v e s  l i v i n g  f r o m  " h a n d - t o - m o u t h " .

Th i s  bill is e x p e r i m e n t i n g  w i t h  w h a t  is g o i n g  to h a p p e n  to i n t e r e s t
r a t e s  if d e r e g u l a t e d  for f o u r  y e a r s .  We, the c o n s u m e r ,  will be the

o n e s  p a y i n g  the c o s t s .  F i s h e r m e n  can l i t t l e  a f f o r d  the e x t r a  s t r a i n .  
M a j o r  p u r c h a s e s  s u c h  as a d i e s e l  e n g i n e  o r  a u x i l i a r y  will fall u n d e r  
th° c a t a g o r y  o f  S e c t i o n  4, a n d  e v e r y t h i n g  e l s e  f r o m  geai , g r o c e r i e s ,  
ice a n d  b a i t  will fall u n d e r  S e c t i o n  5 of this bill. All too o f t e n  
f i s h e r m e n  a r e  t r a p p e d  by the " c o m p a n y  s t o r e "  s i t u a t i o n .  Th i s  is 
e s p e c i a l l y  t r u e  o f  a r e a s  f o u n d  a l o n g  the c o a s t  o f  A l a s k a ,  s u c h  as 
P e l i c a n ,  E l f i n  C o v e ,  C r a i g .  We are c u r r e n t l y  s t r u g g l i n g  w i t h  i n f l a t e d  
p r i c e s  (a n d  o f t e n  i n f e r i o r  p r o d u c t s )  w h i c h  the s e l l o r  j u s t i f i e s  b e ­
c a u s e  of " f r e i g h t "  c h a r g e s .  I w o u l d  h a t e  to see us s a d d l e d  w i t h  
i n f l a t e d  i n t e r e s t  r a t e s  on t h e s e  a c c o u n t s  a l s o ,  j u s t  b e c a u s e  w e  are 

f o r c e d  to do b u s i n e s s  a n d  h a v e  no o t h e r  c h o i c e .

Un l e s s  you can see a r e a l  need f o r  t h i s  l e g i s l a t i o n  t h a t  i s  h idden 
f r om me, I urge you t o  qjlh£ls.£ i_ t . I t hank you f o r  y o u r  t ime t o  r ead
t h i s  and c o n s i d e r  i t  w i t h  o t h e r  t e s t im o n y .

S i n c e r e l y ,

Jeri M u s e t h

E l f i n  C o v e ,  A K  9 9 3 2 5

cc: L a b o r  a n a  C o m m e r c e  C o m m i t t e e  m e m b e r s
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H o n o r a b l e  D i c k  E l i a s o n 

C h a i r m a n

Se n a t e  L a b o r  and C o m m e r c e  

P o u c h  V

Juneau, A l a s k a  99811 

D ear S e n a t o r  Eliason:

Th e  Se n at e  L a b o r  and C o m m e r c e  C o m m i t t e e  is s c h e d u l e d  to hear 

Ho u s e  Bil l  246 today. T h e r e  a r e  a c o u p l e  of c o n c e r n s  I w o u l d  

l ike to b r i n g  to y o u r  attention.

S e c t i o n s  of H ouse Bill 246 d e r e g u l a t e  i n t e r e s t  r a t es  retail 

e s t a b l i s h m e n t s  are a l l o w e d  to c h a r g e  custo m e r s . T h e s e  s e ct i o n s  

c o u l d  have a v e r y  n e g a t i v e  impact on the fi s h i n g  c o m m u n i t i e s  

in Alaska. A s  y o u  know, f i s h e r m e n  t h r o u g h o u t the S t a te  buy 

s u p p l i e s  p r e - s e a s o n  on credit. T h e  p r o c e s s o r s  In turn, open 

c h a r g e  a c c o u n t s  at lum b e r  c o m p a n i e s ,  g r o c e r i e s  a n d  h a r d w a r e  

shops for their f i s h e r m e n  and their own n e c e s s i t i e s .  T h i s  way 

of d o i n g  b u s i n e s s  h a s  bee n  g o i n g  on for d e c a d e s  in Alaska. If 

the limit is taken off the i n te r e s t  r a t e s  these e s t a b l i s h m e n t s  

can charge, the e n t i r e  i n d us t r y  w o u l d  suffer. F i s h e r m e n  and 

p r o c e s s o r s  a l i k e  r e q u i r e  these p r e - s e a s o n  p u r c h a s e s ,  and in 

m o s t  c o m m u n i t i e s  there are no o t h e r  s t o r e s  to compe t e .  Most 

c o a s t a l  c o m m u n i t i e s  s u p p o r t  one g r o c e r y  and one h a r d w a r e  s tore 

on l y .

T h a n k  y o u  for y o u r  a t t e n t i o n .  I u r g e  y o u  and the m e m b e r s  of you r  

c o m m i t t e e  to c o n s i d e r  ve r y  c a r e f u l l y  the e f f e c t  this l e g i s l a t i o n  

will h a v e  on rural and c o a s t a l  c o m m u n i t i e s  a n d  the A l a s k a n  co nsumer.

C a s s  M. P a r s o n s

U F A  Ex e c u t i v e  D i r e c t o r

C M P / j b

cc: All m e mb e r s ,  Senate L a b o r  and C o m m e r c e  C o m m i t t e e






