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B a n n i s t e r

4 / 2 2 / 8 5 /

O r i g i n a l  s p o n s o r s :  D u n c a n ,  P e a r c e ,

R i n g s t a d  a n d  B o u c h e r

I N  T H E  H O U S E  B Y  T H E  J U D I C I A R Y  C O M M I T T E E

C S  F O R  H O U S E  B I L L  N O .  2 1 7  ( J u d i c i a r y )

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

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  i n t e r e s t  r a t e s  o n  j u d g m e n t s  a n d

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

p r o v i s i o n s  o f  A S  0 6  a n d  A S  4 5 ,  a n d  c e r t a i n  i n t e r e s t  

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

p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

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

* S e c t i o n  1. A S  0 6 . 2 0 . 3 2 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a)  A  l i c e n s e e  o r  l e n d e r  w h o ,  i n  t h e  m a k i n g  o r  c o l l e c t i o n  o f  a 

l o a n  c c n t r a c t ,  d o e s  a n y  a c t  t h a t  [ W H I C H ]  v i o l a t e s  A S  0 6 . 2 0 . 2 3 0  - 

0 6 . 2 0 . 2 6 0  o r  0 6 . 2 0 . 2 8 0  - 0 6 . 2 0 . 3 1 0  s h a l l  a t  t h e  o p t i o n  c f  t h e  c o m m i s ­

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

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

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

a  h e a r i n g ,  r e q u i r e  t h e  l i c e n s e e  t o  a d j u s t  t h e  l o a n  c o n t r a c t  i n t e r e s t

o r  o t h e r  c h a r g e s  d o w n  t o  1 0 . 5  p e r c e n t  a  y e a r  [ T H E  C O N T R A C T  I N T E R E S T  

L I M I T A T I O N  S P E C I F I E D  I N  A S  4 5 . 4 5 . 0 1 0 ( a ) ] .

*  S e c .  2. A S  0 6 . 4 0 . 1 6 0 ( a )  i s  a m e n d e d  t o  r e a d :

(a) A  l e n d e r  w h o ,  i n  t h e  m a k i n g  o f  a n y  c o n t r a c t ,  l o a n  o r  p r e m i u m

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

a c t  t h a t  [ W H I C H ]  v i o l a t e s  A S  0 6 . 4 0 . 0 1 0 ,  0 6 . 4 0 . 0 2 0 ,  0 6 . 4 0 . 0 9 0 ,  o r

0 6 . 4 0 . 1 1 0  - 0 6 . 4 0 . 1 3 0  s h a l l  a t  t h e  o p t i o n  o f  t h e  c o m m i s s i o n e r  r e i m ­

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

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

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

1 0 . 5  p e r c e n t  a y e a r  [ T H E  C O N T R A C T  I N T E R E S T  L I M I T A T I O N  S P E C I F I E D  I N

A S  4 5 . 4 5 . 0 1 0 ( a ) ] .

*  S e c .  3. A S  0 6 . 4 5 . 0 6 0 ( 5 ) ( A ) ( v i )  i s  a m e n d e d  t o  r e a d :

( v i )  t h e  r a t e  o f  i n t e r e s t  m a y  n o t  e x c e e d  [ T H E  

G R E A T E R  O F  15 P E R C E N T  A  Y E A R  O R ]  t h e  r a t e  s p e c i f i e d  i n

A S  4 5 . 4 5 . 0 1 0 ( b ) ;

*  S e c .  4. A S  0 9 . 3 0 . 0 7 0  i s  a m e n d e d  t o  r e a d :

S e c .  0 9 . 3 0 . 0 7 0 .  I N T E R E S T  O N  J U D G M E N T S .  T h e  r a t e  o f  i n t e r e s t  o n

j u d g m e n t s  a n d  d e c r e e s  f o r  t h e  p a y m e n t  o f  m o n e y  i s  J_4 [ 1 0 . 5 ]  p e r c e n t  a

y e a r ,  e x c e p t  t h a t  a  j u d g m e n t  o r  d e c r e e  f o u n d e d  o n  a c o n t r a c t  i n  w r i t ­

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

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

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

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

* S e c .  5. A S  4 5 . 1 0 . 1 2 0 ( c )  i s  r e p e a l e d  a n d  r e e n s c t e d  t o  r e a d :

(c) A  s e l l e r  o r  h o l d e r  o f  a r e t a i l  c h a r g e  a g r e e m e n t ,  r e v o l v i n g  

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

a n d  c o l l e c t  a s e r v i c e  c h a r g e  a t  a  r a t e  o f  1 . 5  p e r c e n t  a  m o n t h  c o m p u t e d  

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

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

$ 1 .  T h e  s e r v i c e  c h a r g e  m a y  b e  c o m p u t e d  o n  a s c h e d u l e  o f  f i x e d  a m o u n t s  

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

e q u a l  t o  t h e  f i x e d  a m o u n t  m i n u s  a  d i f f e r e n t i a l  o f  n o t  m o r e  t h a n  $ 5  

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

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

* S e c .  6. A S  4 5 . 4 5 . 0 1 0 ( b )  i s  a m e n d e d  t o  r e a d :

(b) I n t e r e s t  m a y  n o t [ N O  I N T E R E S T  M A Y ]  b e  c h a r g e d  b y  e x p r e s s  

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

C S H B  2 1 7 ( J u d )  - 2 -
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i

l o a n s  o f  $ 1 0 , 0 0 0  o r  u n d e r  i s  m o r e  t h a n  s i x  a n d  o n e - h a l f  [ F I V E ]  p e r -  j 

c e n t a g e  p o i n t s  a n d  f o r  l o a n s  o v e r  $ 1 0 , 0 0 0  a n d  n o t  i n o n  t h a n  $ 2 5 , 0 0 0  is 

m o r e  t h a n  10 p e r c e n t a g e  p o i n t s  a b o v e  t h e  a n n u a l  r a t e  c h a r g e d  m e m b e r  

b a n k s  f o r  a d v a n c e s  b y  t h e  1 2 t h  F e d e r a l  R e s e r v e  D i s t r i c t  o n  t h e  d a y  o n

w h i c h  t h e  c o n t r a c t  o r  l o a n  c o m m i t m e n t  i s  m a d e .  A  c o n t r a c t  o r  l o a n

c o m m i t m e n t  i n  w h i c h  t h e  p r i n c i p a l  a m o u n t  e x c e e d s  $ 2 5 , 0 0 0  i s  e x e m p t  

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

* S e c .  7. A S  4 5 . 4 5  i s  a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d :

S e c .  4 5 . 4 5 . 0 1 5 .  E L E C T I O N  T O  O V E R R I D E  F E D E R A L  P R E E M P T I O N .  I n  

a c c o r d a n c e  w i t h  S e c t i o n  5 2 5  o f  P u b l i c  L a w  9 6 - 2 2 1  ( t h e  D e p o s i t o r y  

I n s t i t u t i o n s  D e r e g u l a t i o n  a n d  M o n e t a r y  C o n t r o l  A c t  o f  1 9 8 0 ) ,  t h e  s t a t e  

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

v i s i o n s  c o n t a i n e d  i n  t h e  f o l l o w i n g  s e c t i o n s  o f  t h a t  a c t :

(1) s e c t i o n  5 2 1 ,  w h i c h  a m e n d s  t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  

A c t  ( 1 2  U . S . C .  1 8 1 1 - 1 8 3 2 )  w i t h  r e s p e c t  t o  t h e  i n t e r e s t  r a t e  t h a t  m a y  

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

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

b a n k  b r a n c h e s  a n d  s t a t e - c h a r t e r e d  b a n k s  t h a t  a r e  i n s u r e d  i n  a c c o r d a n c e  

w i t h  t h a t  a c t ;

(2) s e c t i o n  5 2 2 ,  w h i c h  a m e n d s  s u b c h a p t e r  I V  o f  t h e  N a t i o n a l

H o u s i n g  A c t  ( 1 2  U . S . C .  1 7 2 4 — 1 7 3 0 g ) w i t h  r e s p e c t  t o  t h e  i n t e r e s t  r a t e

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

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

b y  i n s t i t u t i o n s  t h a t  a r e  i n s u r e d  u n d e r  t h a t  s u b c h a p t e r ;  a n d

(3) s e c t i o n  5 2 3 ,  w h i c h  a m e n d s  s e c t i o n  2 0 5  o f  t h e  F e d e r a l

C r e d i t  U n i o n  A c t  ( 1 2  U . S . C .  1 7 8 5 )  w i t h  r e s p e c t  t o  t h e  i n t e r e s t  r a t e
i

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

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

F e d e r a l  C r e d i t  U n i o n  A c t  ( 1 2  U . S . C ,  1 7 8 1  - 1 7 9 0 ) .

- 3 -  CSHB 2 1 7 ( J u d )
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*  S e c .  8. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1 9 8 5 .
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AMENDMENT TO CS FOR HB 217 (Loans)

By Representative Gruenberg

1. A d d  a  n e w  s e c t i o n  4 as  follows:

A S  0 9 . 3 0 . 0 7 0  is a m e n d e d  to read:

Sec. 09.30.070. I n t e r e s t  o n  j udgments. T h e  r a t e  o f  interest 

o n  j u d g m e n t s  a n d  de c r e e s  f o r  the p a y m e n t  o f  m o n e y  is 14^ (10.5) p e r c e n t  

a  year, e x c e p t  that a  j u d g m e n t  o r  d e c r e e  f o u n d e d  o n  a  c o n t r a c t  in 

writ i n g ,  p r o v i d i n g  f o r  the p a y m e n t  o f  i n t e r e s t  u n t i l  p a i d  a t  a  

s p e c i f i e d  r a t e  n o t  e x c e e d i n g  the l e g a l  r a t e  o f  i n t e r e s t  for that 

t y p e  o f  c o n t r a c t  if the i n t e r e s t  r a t e  is set o u t  in  the j u d g m e n t  o r  

decree.

2. R e n u m b e r  a l l  f o l l o w i n g  sections.

Comment: T h i s  r a i s e s  t h e  i n t e r e s t  r a t e  o n  j u d g m e n t s  f r o m  10.5% a  y e a r

to 14%. T h e  a m e n d m e n t  e n c o u r a g e s  j u d g m e n t  d e b t o r s  to p a y  o f f  

t h e i r  judgments.



B a n n i s t e r  .

O f f e r e d  i n  t h e  H O U S E  B y  C l o c k s i n

T O :  P r o p o s e d  C S H B  2 1 7  ( J u d i c i a r y )

P a g e  1, l i n e  6, d e l e t e  " i n t e r e s t  r a t e s "  a n d  i n s e r t  " f i n a n c i a l  t r a n s a c t i o n s "

P a g e  1, f o l l o w i n g  l i n e  8, i n s e r t  a n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c t i o n  1. A S  0 6 . 0 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  0 6 . 0 5 . 1 2 0 .  M A N D A T O R Y  C H E C K I N G  A C C O U N T  S E R V I C E S .  (a)  A  

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

f o l l o w i n g  p e r s o n s ,  o n  r e q u e s t  o f  t h e  p e r s o n ,  w i t h  a  c h e c k i n g  a c c o u n t

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

(1 ) a  p e r s o n  6 5  y e a r s  o f  a g e  o r  o l d e r ;

(2) a  p e r s o n  w h o  i s  e l i g i b l e  t o  r e c e i v e  g e n e r a l  r e l i e f

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

a s s i s t a n c e  f r o m  t h e  s t a t e ;

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

s t a m p  p r o g r a m  o f  t h e  s t a t e ;

(4) a  p e r s o n  w h o  i s  e l i g i b l e  t o  r e s i d e  i n  a  P i o n e e r s '  H o m e ,

(b) A  c h e c k i n g  a c c o u n t  r e q u i r e d  b y  t h i s  s e c t i o n  m u s t  p r o v i d e  t h e

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

(1) e i g h t  c h e c k s  p e r  m o n t h  t h a t  c a n  b e  w r i t t e n  o n  t h e

c h e c k i n g  a c c o u n t ;

( 2)  c h e c k s  f o r  t h e  c h e c k i n g  a c c o u n t  t h a t  a r e  p r i n t e d  w i t h  

t h e  p e r s o n ' s  n a m e ,  a d d r e s s ,  a n d  p h o n e  n u m b e r ;

A M E N D M E N T  i 1
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(3) i n t e r e s t  o n  t h e  f u n d s  i n  t h e  c h e c k i n g  a c c o u n t  a t  t h e  

l o w e s t  r a t e  o f  i n t e r e s t  p r o v i d e d  b y  t h e  b a n k  f o r  a n  i n t e r e s t - b e a r i n g  

c h e c k i n g  a c c o u n t  i n  t h a t  b a n k . "

P a g e  1, l i n e  9, d e l e t e  " *  S e c t i o n  1 . "  a n d  i n s e r t  " *  S e c .  2 . "

R e n umber re maining bill sections accordingly.
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B a n n i s t e r

O f f e r e d  i n  t h e  H O U S E  B y  C l o c k s i n

T o :  P R O P O S E D  C S H B  2 1 7 ( J u d )

P a g e  2, l i n e  2 4  t h r o u g h  l i n e  2 8  d e l e t e  a l l  m a t e r i a l  a n d  i n s e r t :

" *  S e c .  6. A S  4 5 . 4 5 . 0 1 0 ( b )  i s  a m e n d e d  t o  r e a d :

( b )  N o  i n t e r e s t  m a y  b e  c h a r g e d  b y  e x p r e s s  a g r e e m e n t  o f  t h e  

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

o n e - h a l f  [ F I 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  a n n u a l  r a t a  c h a r g e d  m e m b e r  

b a n k s  f o r  a d v a n c e s  b y  t h e  1 2 t h  F e d e r a l  R e s e r v e  D i s t r i c t  o n  t h e  d a y  o n  

w h i c h  t h e  c o n t r a c t  o r  l o a n  c o m m i t m e n t  i s  m a d e .  A  c o n t r a c t  o r  l o a n
4

c o m m i t m e n t  i n  w h i c h  t h e  p r i n c i p a l  a m o u n t  e x c e e d s  $ 2 5 , 0 0 0  i s  e x e m p t  

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

P a g e  2,  f o l l o w i n g  l i n e  2 8 ,  i n s e r t  t h e  f o l l o w i n g  n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c .  7. M  4 5 . 4 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e r t i o n  t o  r e a d :

S e c .  4 5 . 4 5 . 0 1 5 .  E L E C T I O N  T O  O V E R R I D E  F E D E R A L  P R E E M P T I O N .  I n  

a c c o r d a n c e  w i t h  s e c t i o n  5 2 5  o f  P u b l i c  L a w  9 6 - 2 2 1 ,  t h e  s t a t e  d e c l a r e s  

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

A c t ,  t h e  N a t i o n a l  H o u s i n g  A c t ,  a n d  t h e  F e d e r a l  C r e d i t  U n i o n  A c t  m a d e  

b y  s e c t i o n s  5 2 1  t o  5 2 3  o f  P . L .  9 6 - 2 2 1  p r e s c r i b i n g  i n t e r e s t  r a t e s  a n d  

p r e e m p t i n g  s t a t e  i n t e r e s t  r a t e s  t o  a p p l y  i n  t h i s  s t a t e . "

P a g e  2, l i n e  2 9 ,  d e l e t e  a l l  m a t e r i a l .

A M E N D M E N T / 6
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B e r r i e r / B a n n i s t e r

A M E N D M E N T  # 6

O f f e r e d  i n  t h e  H O U S E  E v  C l o c k s i n

T o :  P R O P O S E D  C S H B  2 1 7 ( J u d )

P a g e  2, l i n e  2 4  t h r o u g h  l i n e  2 8  d e l e t e  a l l  m a t e r i a l  a n d  i n s e r t :

" *  S e c .  6. A S  4 5 . 4 5 . 0 1 0 ( b )  i s  a m e n d e d  t o  r e a d :

(b ) N o  i n t e r e s t  m a y  b e  c h a r g e d  b y  e x p r e s s  a g r e e m e n t  o f  t h e  

p a r t i e s  i n  a  c o n t r a c t  o r  l o a n  c o m m i t m e n t  w h i c h  f o r  l o a n s  u n d e r  $ 1 0 , 0 0 0  

i s  m o r e  t h a n  s i x  a n d  o n e - h a l f  [ F I V E ]  p e r c e n t a g e  p o i n t s  a n d  f o r  l o a n s  

o v e r  $ 1 0 , 0 0 0  a n d  n o t  m o r e  t h a n  $ 2 5 , 0 0 0  i s  m o r e  t h a n  10 p e r c e n t a g e  

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

1 2 t h  F e d e r a l  R e s e r v e  D i s t r i c t  o n  t h e  d a y  o n  w h i c h  t h e  c o n t r a c t  o r  l o a n  

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

c i p a l  a m o u n t  e x c e e d s  $ 2 5 , 0 0 0  i s  e x e m p t  f r o m  t h e  l i m i t a t i o n  o f  t h i s  

s u b s e c t i o n  "

P a g e  2, f o l l o w i n g  l i n e  2 8 ,  i n s e r t  t h e  f o l l o w i n g  n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c .  7. A S  4 5 . 4 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  4 5 . 4 5 . 0 1 5 .  E L E C T I O N  T O  O V E R R I D E  F E D E R A L  P R E E M P T I O N .  I n  

a c c o r d a n c e  w i t h  s e c t i o n  5 2 5  o f  P u b l i c  L a w  9 6 - 2 2 1 ,  t h e  s t a t e  d e c l a r e s  

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

A c t ,  t h e  N a t i o n a l  H o u s i n g  A c t ,  a n d  t h e  F e d e r a l  C r e d i t  U n i o n  A c t  m a d e  

b y  s e c t i o n s  5 2 1  t o  5 2 3  o f  P . L .  9 6 - 2 2 1  p r e s c r i b i n g  i n t e r e s t  r a t e s  a n d  

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

t h i s  s t a t e . "
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P a g e  2, l i n e  2 9 ,  d e l e t e  a l l  m a t e r i a l .
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B a n n i s t e r^

A M E N D M E N T

O f f e r e d  ir> t h e  H O U S E  B y  C l o c k s i n

T O :  C S H B  2 1 7  ( L o a n s )

P a g e  1, f o l l o w i n g  l i n e  8, i n s e r t  a  n e w  b i l l  s e c t i o n  t o  r e a d :

" *  S e c t i o n  1. A S  0 6 . 2 0 . 2 3 0  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

S e c .  0 6 . 2 0 . 2 3 0 .  M A X I M U M  I N T E R E S T  P E R M I T T E D .  ( a )  A  l i ­

c e n s e e  m a y  l e n d  $ 2 5 , 0 0 0  o r  l e s s  a n d  m a y  c h a r g e ,  c o n t r a c t  f o r ,  a n d

r e c e i v e  o n  t h e  l o a n  i n t e r e s t  a t  a m o n t h l y  r a t e  o f

(1) t w o  p e r c e n t  o r  l e s s  o n  a n  u n p a i d  p r i n c i p a l  b a l a n c e  

o f  $ 5 0 0  o r  l e s s ;

(2) o n e  a n d  o n e - h a l f  p e r c e n t  o r  l e s s  o n  a n  u n p a i d  

p r i n c i p a l  b a l a n c e  o f  m o r e  t h a n  $ 5 0 0  b u t  l e s s  t h a n  $ 5 , 0 0 0 ;  a n d

(3) o n  a n  u n p a i d  b a l a n c e  o f  m o r e  t h a n  $ 5 , 0 0 0  b u t  l e s s  

t h a n  $ 2 5 , 0 0 0 ,  t h e  l o w e r  o f

(A) o n e  a n d  o n e - h a l f  p e r c e n t ;  o r

(B) s i x  a n d  o n e - h a l f  p e r c e n t a g e  p o i n t s  a b o v e  t h e

f e d e r a l  r e s e r v e  d i s c o u n t  r a t e  c h a r g e d  b a n k s  o n  9 0 - d a y  

c o m m e r c i a l  p a p e r  f o r  a d v a n c e s  b y  t h e  1 2 t h  F e d e r a l  R e s e r v e  

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

q u a r t e r  w h e n  t h e  l o a n  i s  m a d e .

(b) A  l i c e n s e e  w h o  m a k e s  o p e n - e n d  l o a n s  u n d e r  t h i s  c h a p t e r  

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

o u t  i n  (a) o f  t h i s  s e c t i o n . "

P a g e  1, l i n e  9, d e l e t e  " *  S e c t i o n  1 . "  a n d  i n s e r t  " *  S e c .  2 . "
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R e n u m b e r  s u c c e e d i n g  b i l l  s e c t i o n s  a c c o r d i n g l y .
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/
Original Sponsors: runcan, Pearce,

R i n g s t a d and Bo'jcher

IN THE HOUSE

BY THE H OUSE SPECIAL 

C OM MIT TEE  ON STATE L OA NS

CS FOR HOUSE BILL NO. 217 (Loans)

IN THE LE GIS LAT URE  OF THE  STATE OF ALA SK A

FO URT EE NT H  LEGI SLA TUR E - F I R S T  SESSION

A BILL

For an Act entitled: "An Ac t rel a t i ng  to i nterest rates; and pr oviding for

an e f f ecti ve date."

BE IT E N ACT ED BY THE L E G I SLAT URE  OF THE STATE OF ALASKA:

*S ect ion  1. AS 0 6. 20 .32 0(a ) is amended to read:

(a) A licensee or lender who, in the m a k i n g  or c ol lec tio n of a loan 

contract, does not act that [WHICH] violates A S  06 . 2 0 . 2 3 0  - 0 6 . 20.260 or 

06 . 2 0 . 2 8 0  - 0 6 . 20 .3 10  shall at the option of the com mi ss i o n er  reimburse 

the portion of the interest and charg es in exce ss of that provided in

those sections, or, in the case of r epe a t t d  v iola tio ns of those sections

by the licensee, the  c o m mi ss i o n e r  may, upon a hearing, r eq uir e the 

licensee to adjust the loan co nt ra c t  in terest or other charges down to

10.5 percent a y e a r  [THE C ONT RAC T IN TEREST L I M IT A T I O N  S P E CIFI ED IN AS 

45.4 5.0 10( a)] .

* Sec. 2. AS 06.4 0.1 60( a) is amended to read:

(a) A lender who, in the ma k i n g  of any contract, loan or prem ium  

fi n a n ce  a greement or th e c oll ect ion  of interest or charges, does any act 

that [WHICH] violates A S  06.40.010, 06.40.020, 06.40.090, or 0 6. 40 . 1 1 0 - 

0 6. 4 0 . 1 3 0  shall at the option of the c o m m i s s i o n e r  r ei mb urs e that portion 

of the interest and charges in excess of that pr ovi ded  in those sections, 

or, in the case of r epe ate d v iolations of t hos e sections by the lender, 

the lender shall adjust the contract, loan, o r p r e mi um  f ina nce  agreement 

interest and o the r charg es down to 10.5 p e rce nt a year [THE CONTRACT 

INTERE ST L IM ITA TIO N SPECI FIE D IN A S  45. 45. 010 (a) ].

* Sec. 3. AS  0 6 . 4 5 . 0 6 0 ( 6 ) ( A )( vi ) is amended to read:

(vi) the rate of interest m a y  not exceed the rate s p e c i f ie d 

by AS  45 .45.010(b);



* Sec. 4. AS 4 5 . 10. 120 (c)  is re pe a l e d  and r e e n a c t ed  to read:

(c) A seller or ho lde r of a retail c h a r g e  agreement, revolving 

ch arg e a g re eme nt or o th er retail ch a r g e a g re eme nt ma y charge, receiv e and 

collect; a s e rvi ce cha rge  at a ra t e  cf 1.5 p erc ent  a m o n t h  computed on the  

o u t s t a n d in g b a l a nc e fro m  mo nth  to month. If the s erv ice  charge so c o m­

puted is less than $1 for a ny  month, then the s e rvic e charge is $1. The 

serv ice  cha rg e m a y  be com puted on a s che du le  of fixed amounts if as so 

co mpu ted  it is applied to all amounts o f o u t s t a n d i n g  balances equal to the

fixeu amou nt m inus  a differential of not mo re  than  $5 provided that it is

also applie d to all amount:- of o u t st a n d i n g  b a la n c e s  equal to the fixed 

amount plus at east the same differential

* Sec. 5. AS  4 5 .45 .01 0(b ) is rep ea le d  and r e e n a c te d to read:

(b) Parties to a contr act  or loan c o m m i t m e n t  ma y charge by express 

agre eme nt a rat e of i nterest that does not exc ee d 24 percent a year. A 

co ntr act  or loan co mmi tm en t  in w h i c h  the principal amount exceeds $2 5,000 

is exe mpt  f r o m  the  limitation of this s ubsection.

* Sec. 6. AS  44.33.0 20( 11)  is repealed.

* Sec. 7. This Act takes eff ect  July 1, 1985.
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Since 1980 banks in  New Y o rk have in c re a s e d cha rg e s to b a n k in g  cu s tom e rs 

b y h und re d s o f m illio n s o f d o lla rs and have e f fe c t iv e ly  w ith d ra w n  e sse n tia l b a n k in g  

se rv ice s from  many New Y o rk e rs . The b a n k s a re c le a r ly  se e k in g to augm en t 

p ro f i t s  and to co ve r losses on fo re ig n  loans b y  ta k in g  ad va n ta g e o f th e c a p t iv e  New 

Y o rk b a n k in g p u b l ic .

B a n k in g s e rv ic e s in  New Y o rk , vzhich in  o u r s o c ie ty a re a n e c e s s ity , have 

deve lo ped in to  a tw o - t ie r sy s tem , w ith  sw ee te ne rs and in d u cem en ts to th e la rg e  

d e p o s ito r and re d u c e d s e rv ic e s g ru d g in g ly  g iv e n  to th e mass o f ba n k u s e rs .

B a n k in g cu s tom e rs need to be p ro te c te d  from  u n c o n tro l le d  fee cha rg e s w h ich

th re a te n to p r ic e  b a n k in g  se rv ic e s o u t o f th e re a ch o f many New Y o rk e rs and w h ich

a re p a r t ic u la r ly  one rou s fo r the w o rk in g  p o o r and e ld e r ly  l iv in g  on lim ite d  f ix e d

'ncomes. The S ta te sh o u ld n o t a llow it s  c it iz e n s  to have to "p a y  th e p ip e r " fo r

a d ve n tu ro u s and r is k y  fo re ig n  loans made b y  b a n k s . A new sys tem  o f re g u la t io n

to in s u re  fa irn e s s in  b a n k in g  is r e q u ir e d .
»

I t  is tim e th a t we tre a t b a n k in g as a fo rm  o f u t i l i t y  as e sse n tia l in  o u r m ode rn 

so c ie ty as te lephone s e rv ic e  o r gas and e le c t r i c i t y . J u s t as th e S ta te m ust in s u re  

the a v a ila b i l i ty  o f u t i l i t y  se rv ic e s to a ll i t s  c it iz e n s , so i t  m us t in s u re  th a t b a n k in g  

be a va ila b le a t reasonab le ra te s c o n s is te n t w ith  a fa i r  r e tu r n  to the ban ks and w ith  

a reasonab le c o r re la t io n  be tw een se rv ic e s and co s ts .

T h is re p o r t d e ta ils  how cha rge s fo r b a n k in g  s e rv ic e s have esca la te d , fa r 

o u tp a c in g in f la t io n  o r th e cos t o f a c tu a lly  p ro v id in g  b a r k  s e rv ic e s .

E s s e n t ia lly , b a n ks have in c re a sed th e ir p r o f i t s  b y :

- t r i p l i n g  and q u a d ru p l in g  the ch a rg e s ro r m a in ta in in g  ch e c k in g  a cco u n ts ;

- impos ing fo r th e f i r s t  time fees fo r c e r ta in  sa v in g s a c c o u n ts ;

- impos ing fo r th e f i r s t  time on th e sm a ll and m ode ra te b a n k in g  cus tom e r a 

cha rg e fo r e v e ry  au tom a tic te l le r mach ine w ith d ra w a l;
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- d o u b l in g , t r i p l i n g  and q u a d ru p l in g  fees fo r che ck c e r t i f ic a t io n  and fo r 

money o rd e rs , s to p paym en t o rd e rs and small sa fe d e p o s it b o xe s ;

- c h a rg in g  un re asonab ly h igh in te re s t ra te s as d e ta ile d in  my M arch 1983 

re p o r t , " D e re g u la t io n  o f Consum er L e nd in g in  New Y o rk : The Rates Went Up B u t

N e ve r Came B a ck D ow n " ;

m a in ta in in g b i l l >ns o f do l la rs o f " f lo a t s " b y  fa il in g  to tim e ly c re d it 

cu s tom e rs w ith  monies co lle c te d on checks th e y have de po s ite d fa s e xp la in e d and 

docum en ted in  a re p o r t I is sued one ye a r a g o ) .

- In  a d d it io n  au tom a ted b a n k in g , w h ic h was to have been a conven ience to 

cu s tom e rs b y  e n a b lin g them to c a r r y  o u t c e r ta in  b a n k in g  tra n s a c tio n s in  o f f - h o u r s , 

is  now b e in g m anda ted upon a ll b u t th e a f f lu e n t cu s tom e r even d u r in g  re g u la r 

b a n k in g  h o u rs b y  C it ib a n k . H u n d re d s o f th ou sa n d s o f cus tom e rs a re th u s b e in g 

re le g a te d to second ra te  se rv ic e .

C le a r ly , New Y o rk banks co n s id e r th e ave ra ge cu s tom e r is th e re  to p r o f i t on 

b u t n o t to s e rv ic e . To beg in m ean in g fu l p ro te c t io n  fo r New Y o rk b a n k in g 

cu s tom e rs , I am p ro p o s in g le g is la t io n ( e x p la in e d la te r in  th is  re p o r t ) to :

1. R e q u ire  advance d is c lo su re and p rom in e n t p o s t in g  o f a ll b a nk se rv ic e 

and fee change s ;

2 . Em power th e B a n k in g D epa rtm en t to d is a llo w  excess ive fees and ch a rg e s ;

3 . R e q u ire  a u d its b y  the B a n k in g D epa rtm e n t to de te rm in e the amount 

b a n k s a re m ak ing from  New Y o rk 's  b a n k in g  consum ers and w h e th e r 

u n re a s o n a b ly h ig h  fees a re b e in g ch a rg e d to make up fo r im p ru d e n t 

loans - p a r t ic u la r ly  fo re ig n  lo a n s .

M y s ta f f has con d u c te d s u rv e y s o f th e p r ic in g  h is to r y  o f a w ide range o f bas ic 

b a n k in g  s e rv ic e s , the re s u lt o f w h ich a re se t fo r th  be low .
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/  7. Personal c h e c k i n g  accounts, w h ich rem a in th e most common fo rm  o f

b a n k in g  a ccoun t have been made in c re a s in g ly  more ex p e n s iv e th ro u g h  la rg e  fee 

h ik e s . These in c re a se s range from  a d o u b lin g  o f th e m o n th ly m a in tenance cha rg e s 

a t Chase M anha tta n and Chem ica l B ank w ith in  a one y e a r p e r io d  to a more th an 

d o u b lin g  o f th e m in im um ba lance re q u ire d  fo r fre e  ch e c k in g  a t B a n ke rs T ru s t and 

B an k o f N o r th  Am e ric a . I t  is to be n o te d th a t when "m in im um  d a ily  ba la n ce " is 

re q u ir e d , th e e n t ir e  m on th ly , ?e is  im posed even i f  th e ba lance fa lls  be low the 

m in im um fo r ju s t one d a y . The re s u lts  o f a M a rc h , 1983 s u r v e b y  my o ffic e  show :

In 1981 M an u fa c tu re rs Hanove r T r u s t  char g e d  $1.25 a m u n t h  if the 

m i n i m u m  d a i l y  checking account b a l a n c e  fell be l o w  $500. In early 1982 

this fee was  raised to $3.00, and in late 1982 to $4.00.

T h e  m o n t h l y  ch e cking account m a i n t e n a n c e  fee at Chase Manha ttan is 
$6 unless at least S500 is m a in t a i n e d  on account. Before September 1,

1982 the fee was $4.00, and'prior to J u l y  1982 it was $3.00.

B anke rs T r u s t  requires an $800 m i n i m u m  daily ba l a n c e  to q u a l i f y  for 
free checking. If the balance falls to $500 the fee is $5.00, and if 

it falls b e l o w  $500 the fee is $8.00. Prior to Fe b r u a r y  1982 Bankers 

Trust did not nave a mini m u m  b a l a nc e  require m e n t  and the o n l y  fee was 

a c harge of 15 cents per check.

At the end of 1979 Chemical Bank o f f e r e d  "Special C h e c k i ng "  with a 

$1.25 m o n t h l y  fee and 15 cent a _heck charge. Th e  per check charge 

was raised to 20 cents by the end of 1980. And by the end of 1982 the 

per c he c k  charge stood at 25 cents and the m o n t h l y  fee at $2.00.

C h e mical n o w  charges a straight $5.00 a month and if m ore than $5.00 

w o r t h  of checks (at 25 cents a c h e c k ) - a r e  w r it t e n  the additional fee 

is 25 cents a check.

Chemical Bank also provides a b a l a n c e  p la n  with a $6.00 m o n t h l y  fee if 

the b a l a n c e  falls bexow $200, a $4.00 fee for balances that stay 

betw e e n  $200 and $499, and free c h e c k i n g  for balances grea t e r  than 

$500. T h e  fees were somewhat lower at the end of 1981: $4.00 for 

under $200, $3.00 for $200 to S299, $1.00 for $400 to $499 and free 

over $500.

C i t ib a n k c h a r g e d  $1.25 a month fee and 20 cents a c heck for the b asic 

c h e c ki n g  account between Sep t e m b e r  1979 and Octo b e r  1980. It was then 

raised to a $2.50 mont h l y  fee and a 25 cent a c heck charge, and in 

Octo b e r  1981 the monthly fee was r a i s e d  again, to $4.00.
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In O c t o b e r  1979 C it ibank offered a balance plan p r o v i d i n g  free 

checking if m ore than S900 was kept on account, $2.00 if $500 to $899 

was kept on account, and $4.00 if up to $500 was maintained. In e arly 

19S1 these charges wer e  raised so that free ch e c k i n g  is p r o v i d e d  o n l y  

to those customers w i t h  at least $1,500 in c o m b i n e d  c h e c k i n g  and 

savings accounts. $2.00 is charged for those wi t h  $900 to $1,500 in 

their checking accounts, and S4.00 is charged for e v e r y o ne  else.

However, C i t i b a n k  at this time also imposed an addi ti o n a l  25 cent per. 

check charge for b a la n c e s  under $500, and also star t e d  i m p o s i n g a 25 

cents charge for each "Citicash" m a c h i n e  w i t hd r a w a l  whe n  the acco u n t  

was b eiow $500.

In Janu a r y  1982 C i t i b a n k  stopped p r o v i d i n g c h ec k i n g  account b a l­

ances ove r  the phone.

Nationa l Bank o f N o r th Amer ica offers a c h e c k i n g account w i t h  a 

$5.00 m o n t h l y  fee if the minimum b a l a n c e  falls b elow $500. P r i o r  to 

S e p tember of 1982 the m i n i m u m  b a l a n c e  requir em e n t  wa s  $200. T h e  bank  

also offers an account, charging a m o n t h l y  fee of $2.25 and 25 cents 

for each check regardler*" of balance. This was i n creased in M a y  of 

1982 from $1.25 and 20 cents a check-.

At Repub l ic Na tiona l Bank $500 must be ma i n t a i n e d  e v e r y  d a y  to avoid 

a $1.00 m a i n t e n a n c e  fee and a 25 cent a check charge. This was raised 

from a $400 m i n i m u m  b a l a n c e  in June of 1981. In Jun e  of 1980 R e p u b l i c  

charged only 75 cen.s a m onth and 15 cents a c heck for failure to keep 

the mini m u m  $400 d a i l y  balance.

I r v i n g  T r u s t  charges $6.00 a month unless at least $500 is ma.ji- 

tained in the c h e c k i n g  account. If $500 to $1,000 is on acco u n t  tie 

fee is $4.00. It is o n l y  $3.00 if $1,000 to $2,000 is kept. It is 

free only if at least $2,000 is k e p t  in c o m bined accounts. Before 

June of 1982 o n l y  $900 h a d  to be on acco u n t  to get free checking, and

the $2.00 was c h a r g e d  for balances b e t w e e n  $500 and $899. $3.00 was

charged for b a l a n c e s  of $300 to $499, and S500 was c h a r g e d  for

balances u n d er  $300.

F o r a b a n k , th e in c re a se s in ch e c k in g  a ccoun t ch a rg e s can mean m illio n s o f 

d o llc rs  a ye a r in  e x t ra  incom e . M a n u fa c tu re rs H ano ve r T r u s t , f o r  exam p le , had 

o ve r $9 b il l io n  in  dom es tic demand depo s its in  1981. I f  o n ly  $3 b il l io n  o f th is  was in  

n o n - in te re s t b e a r in g  ch e c k in g  a cco u n ts , th a t w ou ld mean th e b a n k had n e a r ly  one 

m illio n ch e c k in g a c co u n ts , a c co rd in g to th e F ede ra l R ese rve f ig u re s  c o n c e rn in g the 

ave rage size o f ch e c k in g  a cco u n ts .

One in  th re e  New Y o rk  C ity  househo ld s has a C it ic a rd  w h ic h is used fo r the 

au tom a tic te l le r m ach ine tra n s a c t io n s on ba s ic pe rso n a l ch e c k in g  a c c o u n ts . A t the 

end o f 1982 C it ib a n k had o v e r $7 b il l io n  in  dom es tic ch e c k in g  a c c o u n ts . O ve r 200
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l io n  tra n sa c tio n s have been made on the "C it ic a s h " mach ines s in ce th e ir a d v e n t a 

few  yea rs ago . most o f w h ich w e re w ith d ra w a ls fo r w h ich C it ib a n k  now cha rg e s 25 

cen ts i f  the ba lance is u n d e r $500. I f  o n ly 20 m illio n w ith d ra w a ls a re made each 

y e a r in w h ich the fee is c h a rg e d , th e added income to C it ib a n k is $5 m ill io n .

O n ly one ba n k has h e ld th e tin e on pe rso n a l ch e c k in g  a cco u n ts . Amalgamated 

B a n k , owned and ope ra te d b y  th e Amalgam ated C lo th in g  and T e x t ile  W o rke rs U n ion 

re q u ire s  a m in im um d a ily  ba lance o f $100 to a vo id a $1 a m on th fe e .

T h a t these in c reases h u r t h u n d re d s o f th ou sa n d s o f small cu s tom e rs is shown 

in  s ta t is t ic s  co n ta in e d in th e "F u n c t io n a l Cost A n a ly s is " , a p u b lic a t io n  o f the 

F ede ra l R ese rve B oa rd based on da ta fu rn is h e d  b y  614 p a r t ic ip a t in g  banks a ro u n d 

the c o u n t r y . F o r banks w ith  d e po s its o f more th a n $200 m ill io n , 93% o f the 

pe rso n a l ch e ck ,n g accoun ts in  1981 had ba lances o f less th an $5 ,000 . 16.9% w e re in

the $509 to $1 ,000 ra n g e w he re cu s tom e rs a re q u ite  l ik e ly  to le t th e ir accoun ts fa l l 

be low a m in im um d a ily  [ o r  even ave ra ge m o n th ly ) ba lance o f $500. 10.62% c(

c h e c k in g accoun ts have ba lances o f $200 to $500, whose d e p o s ito rs w il l a lm ost 

a lw ays pa y the in c re a sed c h e c k in g  fe e s .

The u pw a rd p r ic in g  s p ira l o f ch a rg e s fo r p e rso n a l ch e c k in g accoun ts is lik e ly  

to c o n tin u e , in  s p ite  o f la s t y e a r 's  low in f la t io n  ra te . The 1982 e d it io n  o f the 

S h e sh u n o ff n a tio n a l s u r v e y , "P r ic in g  Bank S e rv ic e s and Loans " asked New Y o rk 

S ta te b an ks th e q u e s tio n : "A re  you p la n n in g  to in c re a se se rv ic e  ch a rg e s on

pe rso n a l c h e c k in g accoun ts in  the n e x t tw e lv e m on ths? " A lm o .'t h a lf those 

a n sw e r in g adm itte d th e y w o u ld . The ave rage e xp e c te d in c re a se is 25%. ' [M an y o f 

the b an ks s u rv e y e d  d id  n o t ansv /e r th is  p a r t ic u la r q u e s tio n a t a l l . )  R e ga rd in g la s t 

y e a r 's  in c re a s e s , 24% o f b a n k s s u rv e y e d  n a tio n a lly  sa id th e y th o u g h t the fees 

sh o u ld have gone even h ig h e r .

Shesh jn o f f 's  V ice P re s id e n t , R o b e rt W a lte rs , qu o te d in the F e b ru a ry  25, 1982 

Wall S t re e t Jou rna l commented : "H ig h e r fees a re done s im p ly w ith  the s tro k e  o f a 

pe n . I t 's  an easy way to c o v e r cos ts and boos t y o u r r e tu r n  on a s s e ts ." A lan 

S h e sh u n o ff to ld  my s ta f f th a t b a n k s in  b ig g e r c it ie s  a re most l ik e ly  to in c re a se fees 

because o f the " im p e rs o n a lity  f a c t o r . . .  No one w il l lo o k them in  th e fa c e ."



2. Even the N O W  (5.25% interest with c h e c k i n g )  a c c o u n t s  a re no t immune 

from  p ric e in c re a se s . Chem ica l B a n k , fo r in s ta n c e , re q u ire s  $3,000 to be ke p t on 

accoun t in o rd e r to avo id a $6 .00 a m on th fee and a 20 ce n t p e r ch e ck c h a rg e . One 

ye a r ago Chem ica l cha rg e d <4.00 fo r ba lances be tween $2,000 and S3,000 and S6 .00 

o n ly i f  the ba lance d ip p e d u n d e r $2 ,0 00 . M a n u fa c tu re rs H ano ve r re q u ire s  a t le a s t 

$1,000 to be k e p t in  the NOW accoun t to avo id the $6.00 a m on th c h a rg e . T h is was 

ra is e d from  $5 .00 la s t y e a r . A t Chase M anha ttan the fees ra n g e from  SU.00 to 

$8 .00 on ba lances o f less th an $3 ,000 , ra is e d from  $2 .50 to $5 .00 s ix  m on ths ago . 

P r io r to May 20, 1982 M a rine M id la n d had the low es t re q u ire d  ba la n ce , ' '00 , to 

avo id a $5 .00 m o n th ly ch a rg e . Now a t le a s t $1,000 m us t be m a in ta in e d . A t 

N a tio na l B ank o f N o r th  Am erica th e cu s tom e r loses t iie  e n t i r e  in te re s t up to $4.37 

fo r ba lances th a t go u n d e r $1 ,000 , and fo r ba lances o f less th an $500 a $4 .00 

m on th ly s e rv ic e  ch a rg e is added . On A p r i l 27, 1983 th e  m in im um ba lance w il l be 

ra is e d to $1,500 and th e se rv ic e  ch a rg e to $7 .00 .

3 . Commercia l and t h r i f t  in s t i tu t io n s  have re c e n t ly  be gu n im pos in g fees fo r 

s avin g s  a cc o u n t s  th a t fa l l be low sp e c if ie d  ba la n ce s . O fte n the re s u l t is th a t sm a lle r 

d e p o s ito rs ' a ccoun ts a re e roded to ze ro . The M arch s u rv e y  b y  my o ff ic e  fo u n d 

these po lic ie s in  e f fe c t :

C hemical B a n k  started imposing a $3.00 monthly serv ic e  charge on 

balances that fall below $400 in O c t o b e r  of 1-982. If "excessive"

(that is more than three) w i t h d r a w a l s  are made a m o n t h  from such an 

account, $1.00 is charged for each withdrawal.

Starting in March of 1982 C it ibank began charging $1.50 a m onth as 

well as elimin a t i ng  the interest on "Ciiicard S a v ings" accounts that 

fall b el o w  $500. Previously, customers ha d  to k eep $100 to a void a 75 

cent charge.

If the bala n c e  during the m o n t h  falls b el o w  S250 at C h a s e  M a n h a t t a n ,  

the b a n k  w . '1 not pa y  interest for that month and w i l l  also charge a 

$2.00 fee. Prior to July 1982 C h a s e  charged 50 cents a m onth on 

savings accounts that fell b el o w  $100. Before that there w e r e  no 

charges at all.

Before Octob e r  1, 1982 D i m e  S a v i n g s  B a n k  did not impose charges on 

savings accounts. Thereafter, D ime s tar t e d  c h arging $1.00 a m on t h  for 

accounts that go b elow $500, and 50 cents a w i t h d r a w a l  on accounts of 

less than $250. Fo r  these smaller accounts Dime also charges 50 cents 

to cash a check.
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Banke rs T r u s t requires a minim :m S200 b a l a n c e  to earn interest. If 

less than S500 is on account and more than three w ithdrawals are made 

in a quarter, SI.00 is charged for each additional withdrawal. This 

policy has been in effect for the past one and a hal f  years, p rior to 

which there were no charges.

At A n ch o r Sav ings Bank a mini m u m  b a l a n c e  of $100 t ust be m a i nt a i n e d  

to avoid a $1.00 m on t h l y  fee, b e g inning D e c e m b e r  1, : >82. Interest is 

lost if the bala n c e  falls b elow $30.

At Marine M id land a $2.00 service fee was imposed on accounts of less 

than $200 b e g in n i n g  in late.1981. After iive w ithdrawals, 50 cents is 

charged few. 'each withdrawal no matter w hat the bala n c e  is.

T he re a re a sma ll h a n d fu l o f banks w h ich s t i l l o n ly d e n y in te re s t on the 

sm a lle r a c co u n ts , so th a t a $99 accoun t e a rn in g  5i% , fo r exam p le , w ou ld lose $5 .00 

a y e a r in  in te re s t . A t some banks in te re s t is s t i l l p a id b u t a passbook 

"m a in te n ance " c h a rg e is im posed vshich o fte n  exceeds th e annua l in te re s t on the 

a c co u n t. B u t many banks now b o th  deny in te re s t and ch a rg e a fe e . A t C it ib a n k , 

w h ich does b o th , th e cos t to the cus tom e r can be s u b s ta n t ia l . I f  th e ba lance s ta y s 

a t $300 a ll y e a r , b y  y e a r 's  end C it ib a n k w il l ha^e co lle c te d $18 in  fees as w e ll as 

avo id ed p a y in g  $15 in  in te re s t , fo r a to ta l co s t to th e cu s tom e r o f $33, more th an 

10% o f the va lue o f th e a cco u n t.

In  1981 C it ib a n k had $1 .9 b il l io n  in dom es tic s a v in g s accoun ts w h ich ea rned an 

ave rage ra te  o f 5.01%. The Fede ra l R ese rve re p o r ts  th a t th e ave rage s ize o f a 

re g u la r sa v in g s accoun t in  la rg e r banks in  1981 was $1 ,999 . T h is w ou ld mean th a t 

C it ib a n k has o ve r one m illio n re g u la r s a v in g s a c co u n ts . I f  o n ly  300,000 c f these 

accoun ts a re assessed $30 a ye a r in lo s t in te r e s t and fe e s , to ta l new income to 

C it ib a n k , from  th is  so u rce a lone , comes to $9 m ill io n .

The Fede ra l R e se rve 's "F u n c t io n a l Cost A n a ly s is " c ite d  above re p o r ts  th a t in  

1981 21.2% o f sa v in g s accoun ts in  banks w ith  more th a n $200 m i.lio n in  depos its had 

ba lances o f $100 to $500. I t  is these a c co u n ts , re p re s e n t in g  s a v in g s o f thou sands 

o f w o rk in g  in d iv id u a ls  th a t a re b e in g h it h a rd  b y th e new sa v in g s accoun t ch a rg e s .

B a n k in g in d u s t r y  re p re s e n ta t iv e s s ta te th a t th e new sa v in g s a ccoun t fees a re 

needed to d is co u ra g e the v e ry  sma ll a cco u n ts w ith  o n ly  a few  d o lla rs , many o f 

w h ich a re fo rg o t te n  b y  the i, ow ne rs . B an ks do n o t f in d  i t  p ro f i ta b le  to m a in ta in



w ith  o n ly  <30 o r $90. The F ede ra l R e se rv e 's 1981 s ta t is t ic s  show the 

banke rs do have a p o in t s in ce 94.9% o f sa v in g s acco u n ts had ba lances o f less th an 

$100 b u t made up o n ly .6% o f s a v in g s vo lum e . H ow e ve r, th e banks have no t lim ite d  

th e ir new fees to these sm a lles t a c co u n ts . O n ly a few  b a n k s in New Y o rk  such as 

A n ch o r S av in gs B an k have ta rg e te d  o n ly th e u n d e r $30 a cco u n ts .

In  a n y e v e n t, the goal o f e lim in a tin g  t l >e small "n u is a n c e " accoun ts is b e in g 

la rg e ly  a ccom p lis h e d . The A p r i l , 6 , 1933 Wall S t re e t Jo u rn a l re p o r ts  th a t when 

Chem ica l B an k f i r s t  s ta r te d  c h a rg in g  on s a v in g s a cco u n ts w ith  ba lances u n d e r 

$900, "be tw een 80 ,000 and 100,000 a ccoun ts w e re c lo se d " and th a t most o f these 

were co n so lid a te d w ith  o th e r a cco u n ts . Y e t much th e same goal co u ld have been 

accom p lished w ith  cha rges re s t r ic te d  to accoun ts o f le ss th a n $100 w ith o u t h u r t in g  

th e many le g itim a te  d e po s ito rs w ith  $300 ba la n ce s .

9 . The fees banks a re c h a rg in g  fo r money o rd e r s  have been in c re a se d 

d ram a tic a lly in  th e pas t tw o y e a rs . M oney o rd e rs  a re commonly used b y  p o o re r

peop le who do n o t have b a n k accoun ts to p a y th e i r re n t and u t i l i t y  b i l ls . M y M arch

1983 s u rv e y  fo u n d :

Chem ical Bank charged 50 cents in 1980, increased the fee to 75 cents 
in 1982 and in 1982 d o u b l e d  that fee to $1.50.

C it ib a n k charged 50 cents in 1980, 75 cents in 1981, and raised it

again to $1.25 in February 1983.

Amer ican Sav ings Bank last yea r  raised the fee from 50 cents to 

$1.00.

Marine M id land charges $1.50 for a m o n e y  order, raised nine mo n t hs  

ago from 90 cents.

Six months ago Banke rs T r u s t  raised the fee from 75 cents to $1.25.

D ry  Dock Sav ings charges d e positors $1.50, raised from SI.00 last 

year. Non-depositors are charged $2.00, up from $1.75.

Amalgamated Bank still charges onl y 50 cents.

5. Some o f th e b ig g e s t in c re a se s a re fo r su ch s e rv ic e s as safe d e p o s i t boxes , 

c e r t i f i c a t io n  o f ch e c k s , and stop pa ym en t o rd e rs on c h e c k s . Chem ica l B ank 

cha rg e s $9 .00 fo r check c e r t i f ic a t io n , u p from  $2 .50 in  A u g u s t 1982. Chase
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Manhattan ra ised the c e r t i f ic a t io n  fee from  $3.00 to $4 .0 0 in  June o f 1982. A t 

M arine M id land th e f<.e is $5.00 up from  $4.00 in  A u g u s t 1982. O n ly Amalgam ated 

Bank does no t ch a rg e fo r check c e r t i f ic a t io n .

As fo r s to p paym en t o rd e rs , Chase M anha tta n ra is e d  its  fee la s t J u ly  from  

$4.00 to $7 .5 0 . A b o u t tw o m onths ago C it ib a n k ra is e d it s  s to p paym en t fee from  

$3.50 to $ 6 .0 0 . Chem ica l Bank p re s e n t ly  ch a rg e s $ 4 .0 0 , up from  $1.50 in  A p r i l 

1981. On May 1, 1983 Chem ica l p la n s to ra is e th e fee to $ 9 .5 0 , more than a 

q u in tu p l in g  in  tw o y e a rs .

L a s t J a n u a ry C it ib a n k  doub led the ch a rg e on its  sm a lle s t sa fe d e po s it b o x . In  

June o f la s t y e a r Chase M anha ttan ra is e d sa fe d e p o s it b o x fees 20% fo r d e p o s ito rs ; 

n o n -d e p o s ito rs m us t p a y an e x t ra  $5.41 fo r th e sm a lle s t b o x . T h is y e a r 

M a n u fa c tu re rs H a no ve r ra is e d the ch a rg e 15% to 20% fo r th e sm a lle s t b o xe s .

6 . A m a jo r new incom e source fo r b a n k s a re annua l c r e d i t c a rd membersh ip 

fees , f i r s t  a u th o r iz e d  in  New ' Y o rk  u n d e r th e 1980 b a r ;k in g  d e re g u la t io n  law . 

P ro ponen ts o f d e re g u la t io n  p re d ic te d  in  1980 th a t th e re  w o u ld be a w id e va ria n c e in  

c re d it ca rd  fees and th a t some banks w ou ld n o t ch a rg e a fee a t a l l . B u t soon a f te r 

th e law to ok e f fe c t m ost b a n k s im posed a t le a s t a $10 a n n u a l fe e , some ch a rg e d $15, 

and now n e a r ly  a ll c h a rg e $20. One o f th e few  e xce p tio n s is  Chem ica l B a n k , w h ich 

cha rge s $36 i f  b o th  a V isa and M as te rC a rd a re h e ld . On to p o f the fe e s , o f c o u rs e , 

a re the fin a n c e c h a rg e s , s t i l l a t th e i r re c o rd  le v e ls o f 18% to 19% in  s p ite  o f the 

re c e n t la rg e  d e c lin e in  the cos t o f money fo r the b a n k s .

These new c re d i t ca rd  fees have become a lu c ra t iv e  incom e so u rc e . C it ic o rp 's  

1981 re p o r t sa ys th a t ju s t the new ba n k c a rd  fees b ro u g h t in  $55 m illio n in  th e ir 

f i r s t  y e a r . Chem ica l B a n k 's 1981 re p o r t s ta te s th a t a 68-a in c re a se o v e r th e 

p re v io u s y e a r from  "con sum e r b a n k in g  s e rv ic e s " was " c o n t r ib u te d  to s ig n i f ic a n t ly " 

b y c re d it c a rd  fe e s . Chem ica l B a n k 's e xp e r ie n c e is common to o th e r b an k s o f fe r in g  

c re d i t c a rd s . A May 3 , 1982 U .S . News and World R e p o r t a r t ic le  s ta te d th a t :

"  b a n k in g  a n a ly s ts no te th a t fo r a g ro w in g  num be r o f b a n k s , n o n - in te re s t

re ve n u e is becom ing in c re a s in g ly  im p o r ta n t . "

/
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^SPECIAL SERVICES FOR THE AFFLUENT : COURTESY OF EVERYONE ELSE

While im pos ing m a jo r se rv ice cha rge and fee h ik e s on most b a n k in g  cus tom e rs 

as o u tlin e d in  th is  re p o r t , th e banks have been p ro v id in g  b e n e fic ia l new se rv ic e s 

and no -ch a rg e accoun ts fo r those w ith  "h ig h  d e p o s it re la t io n s h ip s " .

T h is is i t re n d  b e s t seen a t the n a tio n 's b ig g e s t b a n k , C it ib a n k , o fte n  viewed 

as the tre n d  s e t te r in  th e b a n k in g  in d u s t r y . The fu tu r e  o f re ta i l b a n k in g  can be 

seen a t th e ir 72nd S tre e t and B roadw ay b ra n c h  in  M a n h a tta n . A b a n n e r ou ts id e 

th e b ra n ch a d v e r t is e s : "S pe c ia l S e rv ice s fo r C it ip e o p le " and s ig n s in s id e  th e bank 

a d v e r t is e : " Im p ro v e d  S e rv ic e s fo r C it ip e o p le " . H ow e ve r, f u r t h e r  in v e s t ig a t io n

re ve a ls th a t o n ly  "C it ip e o p le " w ith  more th a n $5 ,000 on a ccoun t q u a l i fy  fo r  the 

s e rv ic e s . In  fe e t , those w ith  le s s than $5,000 a re no lo n g e r a llow ed to use a human 

te l le r . T h e y m us t go to one o f the au tom a tic te lle r m ach ines . C it ib a n k  p la n s to 

a d op t th is  p o lic y  a t n e a r ly  a ll o f its  more th an 200 b ra n ch e s in  th e New Y o rk  C ity  

a re a .

The 72nd S tre e t b ra n c h 's  p h ys ic a l la y o u t has been re a r ra n g e d  so th a t the 

a f f lu e n t cus tom e rs m us t f la s h  a spec ia l c a rd  to g e t pa s t a s e c u r i t y  g u a rd  and 

smoked g lass w a ll in to  th e a rea w ith  the te l le r s . C it ib a n k has added spe c ia l h o u rs 

f o r  p r iv i le g e d  "C it ip e o p le " : up to 6 :00 PM on th re e  w eekdays and S a tu rd a y s from  

10:00 AM to 2 :00 PM. A new C it ib a n k b ro c h u re  d e s c r ib in g  th e new se tu p sa ys : 

"W hen you e n te r y o u r n e ig h b o rh o o d b ra n c h , y o u 'l l be g re e te d b y  a Custom er 

D ire c to r who w il l show yo u to th e r ig h t a rea Y o u 'l l need to show y o u r C it ic a rd , 

so have i t  re a d y . "

Those cu s tom e rs w ith  more than $25,000 q u a l i fy  fo r " P r io r i t y  S e rv ic e " 

e n t i t l in g  them to make ap po in tm en ts w ith th e ir own pe rso n a l b a n k e r to use an even 

more sec luded p o r t io n  o f th e b ra n c h .

C it ib a n k a lso has 32 o ffic e s in f iv e  u p s ta te  c it ie s , and a c c o rd in g  to the 

P re s id e n t o f C it ib a n k 's  u p s ta te  s u b s id ia ry  D an ie l Sa lkad ( in te rv ie w e d  in  a re ce n t 

Amer ican B a n k e r } th e b a n k p la n s to expand u p s ta te  to "a t le a s t 45 b ra n ch e s b y 

1985" and w il l be em phas iz in g in s ta lla t io n  o f au tom a tic te lle r m ach ines .
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A u tom a tic te lle r mach ines a re be in g c r i t ic iz e d  b y  consum e r o rg a n iz a tio n s 

n a tio nw id e . They do no t a lways fu n c t io n  c o r r e c t ly , th e y canno t is sue money ’ 

o rd e rs , c e r t i f y  checks and answ e r most cu s tom e r q u e s tio n s , and th e y  commonly 

ru n  ou t o f cash and re c e ip ts . C it ib a n k o ff ic ia ls  sa y th a t th e re  is an "o th e r " lin e a t 

its  72nd S tre e t b ra n ch to ta ke ca re o f these m a t te r s , b u t no su ch lin e  co u ld be 

fo u n d on a re c e n t v is i t th e re .

C it ib a n k s ta n d s to s ig n i f ic a n t ly  redu ce it s  co s ts w ith  the no -hum an te lle r 

p ro g ram . A human te l le r hand les abou t 200 tra n s a c t io n s  a d a y . A n au tom a tic 

te l le r can ha nd le 2,000 tra n s a c t io n s , cos ts o n ly a fe w  th o u sa n d d o lla rs  more a y e a r , 

and w o rk s a ro u n d  th e d o c k . A Bank o f Am e rica S e n io r V ice P re s id e n t sa id in  a 

re ce n t is su e o f Amer ican B an ke r th a t h is b a n k 's A TM 's tra n s a c t io n s co s t one te n th  

those done b y  human te lle r s . A c c o rd in g  to a "C o n sum e r C lo s e -u p " re p o r t b y 

C o rn e ll U n iv e r s i t y  C oope ra tiv e E x te n s io n , " i t  is e s tim a te d th a t an ATM cos ts 11 o r 

15 cen ts le ss p e r tra n s a c t io n  th an a human te l le r . "  While th e re  is no ob je c tio n as 

such to a u tom a tio n , i f  i t  becomes a means o f in f e r io r  s e rv ic e  to th e m a jo r ity  o f 

ba n k in g c u s tom e rs , th e n i t  m ust become a m a tte r o f p u b l ic  s c r u t in y  and o f f ic ia l 

a c tio n .

While in c re a s in g  ba s ic accoun t fe e s , Chase M an h a tta n has m eanwh ile opened an 

e xp e n s iv e ly de co ra te d [ o r ig in a l . ob je ts d 'a r t )  b ra n c h  on th e 18th f lo o r o f 270 

Madison A v e n u e . The new fa c i l i t y  is ca lle d the "B u s in e s s B a n k in g  C e n te r " and 

acco rd ing to th e b a n k is gea red to small p ro fe s s io n a l o ff ic e s - la w y e rs , 

a c co u n ta n ts , a rc h ite c ts  - and o th e rs w ith  s u b s ta n t ia l a s s e ts : M a n u fa c tu re rs

H anove r is now c o n s tru c t in g  a la rg e , e la b o ra te "P r iv a te  B a n k in g " b ra n c h  on the 

g ro u n d f lo o r o f it s  P a rk A venue h e a d q u a r te rs .

Many o th e r banks bes ides C it ib a n k , Chase M anh a tta n and M a n u fa c tu re rs  

H anove r a re e xp a n d in g th e ir se rv ic e s to the w e l l - o f f , a d o p tin g  such labe ls as 

"e xe cu tiv e  b a n k in g " and "p e rs o n a l b a n k in g " . T h e re  has re c e n t ly  been a 

p ro li fe ra t io n  o f Cash Management A c co u n ts [CM A 's ') th a t combine se ve ra l ty p e s o f 

tra n sa c tio n s in  a s in g le  a cco u n t, and w h ich re q u ir e  in c re a s ed use o f h ig h ly  

tra in e d , h ig h e r -c o s t b a n k pe rso n ne l to manage the m oney o f cu s tom e rs w ith  these 

accoun ts . The a f f lu e n t ba n k cus tom e rs th e n end u p  p a y in g  le ss fo r e la b o ra te 

se rv ic e s w h ite the m a jo r ity  pays more fo r b a n k in g  t ra n s a c t io n s .



On A p r i l 19th C it ib a n k began o f fe r in g  a new P e rs o n a l A sse t A c c o u n t, t i t le d  

'F o c u s * . C it ib a n k 's  ad ve rtis em en ts b il l Focus as th e accoun t " th a t enab le 

success fu l in d iv id u a ls  to fo cus on th e ir fin ances v / ith  a new le v e l o f co n fid e n c e and 

conven ience . "  The ads e xp la in th a t , "We've b u i l t an e n t ire  se rv ic e o rg a n iz a t io n  

w ith in  C it ib a n k to l in k  a ll o u r re so u rce s and focus th em  w he re th e y b e lo n g : y o u . "

The new se rv ic e s in c lu d e d a h ig h ly  tra in e d p e rs o n a l A c co u n t O f f ic e r w ho w ill 

imm edia te ly "w ir e  money to y o u r d a u g h te r in  c o lle g e " , " b u y  a 6 -m on th T - b i l l " , "g e t 

the c u r r e n t s to c k quo te on G enera l M o to rs ," , " f in d  th e c u r r e n t va lu e o f y o u r 

se cu r it ie s p o r t f o l io " , "a n d m o re " . A lth o u g h Focus is a imed a t pe rso n s w ith  asse ts 

o f a t le a s t $200 ,000 , the cha rg e is n o t la rg e fo r a ll o f these immedia te o v e r - th e - 

phone s e rv ic e s . T he cos t is o n ly  $12 a month and a sp e c ia l h ig h - c r e d i t lin e  V isa 

Ca rd [u s u a l ly  $90 a y e a r) is th ro w n  in fo r fre e . In  c o n t r a s t , C it ib a n k ch a rg e s [ in  

m on th ly fees and lo s t in te re s t ) o v e r $90 a yea r on a re g u la r sa v in g s a cco u n t th a t 

s ta ys be low $500.

The m ost ob v io u s fo rm  o f lu r in g  the w e l l - o f f a t th e expense o f p o o re r 

custom ers is  th ro u g h  the new h ig h e r in te re s t a c c o u n ts p e rm it te d  u n d e r the 

D epo s ito ry In s t i t u t io n  D e re gu la tio n and M one ta ry C o n tro l A c t o f 1980, w h ic h began 

the p ro ce ss o f rem ov in g in te re s t c e ilin g s . T he A c t se t up th e D e p o s ito ry 

I n s t itu t io n  D e re g u la t io n  Commission [D ID C ) to s e t g u id e lin e s and p o lic ie s fo r 

d e re g u la t io n . The D IDC and C ong re ss , u n d e r p re s s u re  from  th e b a n k in g  

in d u s t r y , soon a p p ro v e d more h ig h in te re s t a cco u n ts and most re c e n t ly  th e  money 

m arke t ra te  acco u n ts [D ecem be r 1982). In a d d it io n , in  th e zeal to a t t r a c t th e  w e ll- 

o f f cu s tom e r, th e ta n k s  s t i l l s o u g h t c re a tiv e w ays to c irc u m v e n t the few  rem a in in g 

re s tr ic t io n s  s t i l l in  p lace w ith  new "sweep a cco u n ts " w h ic h  com b ined NOW accoun ts 

w ith  u n in s u re d  money m a rke t m u tu a l fu n d s , in w h ic h  a n y am ount o v e r the m inimum 

NOW accoun t was "sw e p t" in to  th e fu n d  a t a much h ig h e r ra te .

To h e lp  pay fo r these new depos its some sm a ll b a n k s a re m e rg in g w ith  o th e r 

small b a n k s so as * o f fe r th e h ig h e r ra tes g iv e n  b y  la rg e r b a n k s . B u t more 

commonly, b o th  la rg e r and sm a lle r banks have c u t co s ts th ro u g h  in s ta l la t io n  o f 

au tom a tic te l le r mach ines and have ra ise d income th ro u g h  s e rv ic e  fee in c re a se s on 

the lo w - in te re s t accoun ts th e y s t i l l have . A n a r t ic le  in  th e M a rch 25, 1983

American B a n k e r , "N ew A cco un t Costs W orry B a n k e rs " re p o r te d  th a t to o f fs e t the



squeeze on in te re s t m a rg in s c re a te d b y d e re g u la te d money m a rke t a c c o u n ts , banks

"w i l l . . .  .c h a rg e  fo r e v e ry th in g  th e y do fo r cu s tom e rs " as w e ll as make m o /e *

p ro f ita b le  lo an s . "Fee income from  p re v io u s ly  f re e  s e rv ic e s , such as c h e c k in g , 

cou ld a lso he lp o ffs e t the in c re a sed in te re s t e xp e n se o f th e new a c c o u n ts . "  The 

a rtic le  q u o te d  one ba n k spokespe rson who s a id , '"W e have to s ta r t c h a rg in g  the 

cus tom er f o r  e v e ry th in g  we do fo r th em .'"

A d d it io n a l ly , as p o in te d ou t in my M a rc h , 1983 re p o r t : "D e re g u la tio n  o f

Consumer L e n d in g  in  New Y o rk  S ta te : The R a te s Went Up B u t N e v e r Came Back

Down" b a n k s a re a lso ke e p in g at v e ry  h igh le v e ls the in te re s t th e y  cha rg e on a 

broad ra n g e  o f consum e r lo a n s , most n o ta b ly c r e d i t c a rd  ch a rg e s , au to lo a n s , home 

im p rovem en t lo a n s , and pe rso n a l loans . C re d it is b e in g made a va ila b le on ly to 

those who can a f fo rd  these h ig h  ra te s .

A n d th e  ban ks a re a lso t r y in g  to p r o f i t as much as p o ss ib le  on checks

depos ited in  th e ir b ra n ch e s b y  no t c re d it in g  cu s tom e rs w ith  th e ir monies fo r many 

days ,e n  th o u g h th e ba n k had use o f the fu n d s  w ith in  48 h o u rs . In a te s t I 

conduc ted la s t m on th S ta te employees depos ite d th e i r p a ych e cks in se ve ra l New 

Y o rk C ity  . ,n k s  on the same d a y . The banks to o k a n yw he re from  th re e  to th ir te e n  

days to c r e d i t th e cu s tom e r. T h is is ano th e r b a n k p ra c t ic e  th a t pena lize s the 

smaller c u s tom e r , s in ce th e y  u s u a lly need th e  d e po s ite d m oney im m ed ia te ly . 

A d d it io n a l ly , m any low ~depos it cus tom ers end u p b o u n c in g checks be ause th e y 

le g itim a te ly th o u g h t th a t a f te r s ix o r seven days th e  money had c le a re d in to  th e ir 

accoun t.



RECORD BANK PROF ITS : NEW CHARGES HELP COVER OVERSEAS LOSSES AND

SERVICES FOR THE AFFLUENT

B an k p r o f i t s  go up and u p . The h ig h e r in te re s t pa id on la rg e  d e p o s its has 

not e ro d ed b a n k e a rn in g s and even the e x t ra o rd in a ry  losses on fo re ig n  loans has 

no t meant an e a rn in g s de c lin e a t the major money c e n te r b a n k s . A n a ly s is o f b ank 

p r o f i t a b i l i t y  show s th a t la rg e f p ro f i t s  are b e in g ea rned and th a t b a n k s a re

e f fe c t iv e ly  com pe tin g w ith  the new "f in a n c ia l s u p e rm a rk e ts '1 se t u p b y  Sears 

Roebuck and o th e rs  and do no t need m ajo r in c re ases in  bas ic re ta i l se rv ic e 

c h a rg e s .

C it ic o rp 's  1982 ne t income o f $797 m illio n was 25% above th e p re v io u s  y e a r 's

$531 m ill io n , w h ic h in  tu r n  was 6% above the 1980 le v e l. C it ic o rp 's  f i r s t  q u a r te r

1982 p r o f i t o f $73 m illio n was a s ig n if ic a n t in c re a se o v e r 1981's $58 m ill io n .

Chem ica l New Y o rk  C o rp o ra tio n 's ne t income o f $290 m illio n in  1982 was 11.9% 

h ig h e r th a n th e $215 m illio n re p o r te d  in 1981. In  1980 Chem ica l's n e t incom e was 

$179 m ill io n , in  1979 i t  was $129 m ill io n , an d back in  1978 i t  was $108 m ill io n . 

Chase M an h a tta n 's 1981 p r o f i t o f $912 m illio n was s u b s ta n t ia l ly  h ig h e r th a n 1980's 

$359 m illio n o r 1979's $303 m illio n . The Bank o f New Y o rk C om pany 's $73 m illio n 

p r o f i t in  1982 was f a r above 1981's $58 m illio n and th e 1980 f ig u r e  o f $92 m ill io n . 

Fo r th e f i r s t  q u a r te r o f 1983 M a n u fa c tu re rs H a n o v e r 's p r o f i t rose 37% o v e r the 

s tro n g  show in g in  1982. The ave rage re tu rn  on to ta l asse ts fo r these ban ks a re 

also a t o r n e a r re c o rd  le v e ls . In s h o r t , e v e ry  m a jo r New York- ba n k is much more 

p ro f i ta b le  to d a y th a n th re e ye a rs ago .

N o n e th e le s s , when ju s t i f y in g  in c re ased cu s tom e r ch a rg e s b a n k in g  in d u s t r y  

o f f ic ia ls  say th a t th e y m us t c o v e r " in c re a se d c o s ts " . T h is is a fa lla c io u s 

ju s t i f ic a t io n . P e rsona l ch e c k in g and re g u la r s a v in g s accoun ts do make m oney. 

A c c o rd in g  to th e Fede ra l R ese rve 's 1981 "F u n c t io n a l Cost A n a ly s is " b a n k s w ith  

d e po s its o f more th an $200 m illio n had an a ve ra g e expense p e r ch e c k in g  accoun t 

( in c lu d in g  a ll o ve rh e ad co s ts ) o f $10.78 p e r m on th . The b a n k s co lle c te d ave rage 

se rv ic e  and h a n d lin g  fees in  1981 o f $2.69 p e r a c c o u n t, re s u lt in g  in a n e t o p e ra t in g  

cos t p e r a cco u n t o f $8 .08 . B u t th en th e y p a id  a r a ve rage in te re s t (some o f the
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accounts a re in te re s t b e a r in g ') on :he accoun ts o f $1.95 each , fo r a to ta l expense to 

the bank o f $10 .03 . H ow e ve r, the co s t an a ly s is fo u n d  th a t th e ne t e a rn in g s the 

bank made on th e money in  an ave rage ch e c k in g accoun t wus $22.27 a m on th , 

g iv in g  th e b a n k s a handsome m a rg in o f $12 .29 . W ith the new s e rv ic e  ch a rg e s 

imposed s in ce 1981, th is  m a rg in is c e r ta in ly  la rg e r to d a y . When o n ly  th e NOW 

[ in te r e s t w ith  c h e c k in g ) accoun ts a re a n a ly ze d , $5.77 a m on th is ea rn ed b y  the 

b an ks p e r a c co u n t.

F o r re g u la r s a v in g s accoun ts [a v e ra g e accoun t s ize $1 ,999 ) th e p r o f i t m a rg in 

is $65.68 a y e a r a c co rd in g to the F u n c tio n a l Cost A n a ly s is . T h is is based on bas ic 

m a in tenance expenses to the b a n k o f $38.07 ana an in te re s t expense o f $77 .57 . 

B u t th e ave ra g e la rg e r ba n k ea rned $179 o f f a sa v in g s a cco u n t. B an ks c e r ta in ly  

a re no t " lo s in g  m oney" on sa v in g s a cco u n ts .

When ju s t i f y in g  c a p ita l and la rg e  fee in c re a se s , b a n k e rs ig n o re  the fa c t th a t 

sm a ll sa v in g s and ch e c k in g a ccoun ts p ro v id e  a la rg e base oi cheap and fre e  money 

fo r the b a n k s to le n d . While 'the cos t o f th e new money m a rke t ra te  accoun ts 

f lu c tu a te s be tw een 8% and 9%, la rg e r b a n k s s t i l l have h u n d re d s o f th ou sa n d s o f 

ch e ck in g a c co u n ts , each w ith  se ve ra l h u n d re d  d o lla rs , on w h ich th e y p a y no 

in te re s t w h a ts o e v e r . T h e re a re also s u b s ta n t ia l sums in  sa v in g s a cco u n ts p a y in g  

5)% [5j% a t t h r i f t  in s t i tu t io n s ) w h ich a re a la rg e  sou rce o f in e x p e n s iv e  m oney th a t 

can be le n t a t the p rim e ra te  o f 10.5%, o r to consum ers a t be tw een 16% and 18%. 

B an k o f New Y o rk , fo r exam p le , had $983 m illio n w o r th  o f sa v in g s acco u n ts e a rn in g  

o n ly  an ave ra ge o f 5.11% in  1982, up from  $931 m illio n the p re v io u s y e a r and $890 

m illio n in 1980. Chase M anha ttan in  1981 had some $1 .6 b il l io n  in  su ch lo w - in te re s t 

accoun ts . B a n ke rs T ru s t in  1982 pa id $21.3 m illio n [5 .2% ) on th e $910 m illio n in  

th e ir sa v in g s a cco u n ts . T h is in te re s t ra te  d id  no t go up much a t a li d u r in g  the 

p a s t se ve ra l y e a rs . I t  s tood at 9.98% in 1979, 5.10% in  1980, and 5.07% in  1981.

A n o th e r ad van ta g e to the banks o f th e sm a lle r, low in te re s t a ccoun ts is th a t 

th e y tend to be more s ta b le and less l iq u id  th a t th e new money m a rke t ra te  and 

o th e r h ig h e r in te re s t a cco u n ts . A M arch 7, 1983 Amer ican B an ke r a r t ic le  d is cu sse d 

th e fe a r among b a n k e rs o f '“th e s ile n t b a n k ru n  - th e rem ova l o f la rg e r ba lances 

w hene ve r bad news o r rum o rs abou t the b a n k a re band ie d a b o u t . " C o n ce rn in g the
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new h ig h e r ra te  a c co u n ts , th e a r t ic le  s a id : "B a n k e rs  w o r r y  th a t such fu r .J s  can 

leave as fa s t as th e y came. . . . "

A lth o u g h  sm a ll and medium s ize accoun ts a re s t i l l q u ite  p ro f i ta b le  f o r  the 

b a n k s , a p p a re n t ly  the banks do no t f in d  them p ro f i ta b le  e n o u g h . F o r the la rg e r 

New Y o rk b an ks a m a jo r reason fo r th is  is th a t th e y a re see k in g to g re a t ly  in c re a se 

n o n - in te re s t fee incom e to co ve r e sca la tin g losses from  ove rseas le n d in g .

A lth o u g h  C it ic o rp 's  p r o f i t rose 18% in  th e f i r s t  q u a r te r o f 1983 the e a rn in g s 

w ou ld have been even h ig h e r w ith o u t th e b a n k 's  83h in c re a s e in  n o n -p e r fo rm in g  

commerc ia l lo a n s . A n A p r i l 20, 1983 Wall S t re e t J o u rn a l re p o r t a t t r ib u te d  most o f 

th is  in c re a se to losses in M exico and L a tin  Am e ric a . Because o f these bed loans 

C it ib a n k  has been fo rc e d  to in c re ase its  p ro v is io n  fo r po ss ib le loan losses b y  51 % to 

$136 m ill io n . 2 .9 % o f C it ic o rp 's  asse ts a re in  M ex ican lo an s .

Chase M an h a tta n 's e a rn in g s a c tu a lly  d ro p p e d  8h in  1983's f i r s t  q u a r te r , 

a t t r ib u te d  b y  f in a n c ia l w r i te r s  e n t i r e ly  to loan loss p ro v is io n s fo r  M ex ican and 

A rg e n t in ia n  loans and the c o n t in u in g  im pac t from  th e fa i lu re  o f th e Penn Squa re 

B a n k in  Oklahom a. O ve r 2% o f Chase M an h a tta n 's $55 b il l io n  p o r t fo l io  is in  M ex ico , 

o v e r 3% in  tro u b le d  B ra z il and o ve r 7% is in  A rg e n t in a  and V en e zu e la .

O th e r Nev/ Y o rk  banks also have done e x te n s iv e  le n d in g  in  L a tin  Am e ric a . 

3 .2 % o f I r v in g  T ru s t 's  asse ts a re in  M ex ico , and the f ig u r e  fo r M a n u fa c tu re rs 

H a no ve r is 3.6% and fo r M a rine M id la n d , 2.9%

W rit in g  abou t fo u r th  q u a r te r 1982 p r o f i t s , New Y o rk T imes b a n k in g  re p o r te r

R o b e r t B e n n e tt fo u n d  th a t , "  m any Am e rican b a n k s may soon show sm a lle r

p r o f i t s  and m a jo r in c re ases in  p rob lem  lo a n s " as a re s u l t o f L a tin  American le n d in g . 

B e n n e tt qu o te d a P ru d e n tia l-B a c h e ba n k s to c k s a n a ly s t who sc id th a t loans to 

M ex ico 's p r iv a te  s e c to r w il l re du ce C it ic o rp 's  fo u r th  q u a r te r p ro f i s  b y  10 cen ts a 

sh a re [ from  $1.53 a sha re in the th i r d  q u a r te r j and Chase 's b y 11 cen ts ( from  

$ 3 .0 7 ) .



In  s p ite  o f th e ove rseas losses , a J u ly  30, 1982 Wall S tre e t J o u rn a l accoun t 

con c lu d e d th a t , "m ost banks a re c o n t in u in g  to ea rn enough to d e fra y  heavy loan 

lo sse s . In  many cases th e y  a re in c re a s in g  th e ir p r o f i t s  when in te re s t ra te s 

g e n e ra lly  fa l l b y  keep in g th e ir le n d in g  ra te s h ig h . "

As th is  re p o r t show s, th e y a re also a d d in g to p r o f i t s  b y c o v e r in g  fo r the 

losses th ro u g h  enorm ous re ta i l s e rv ic e  fee h ik e s . W ith he lp from  the sm a lle r re ta i l 

cu s tom e r, m any banks are s t i l l re p o r t in g  re c o rd  p r o f i t s , in  s p ite  o f r is k y  and o fte n 

il l- a d v is e d  fo re ig n  loans .



CONCLUSIONS AND RECOMMENDATIONS: THE PUBL.'C NEEDS PROTECTION

The b a n k in g  in d u s t r y  in  New Y o rk is u n d e rg o in g  ra p id  change . The ta k in g  

o f de po s its and p ro v id in g  ch e c k in g accoun ts to a b ro a d base o f consum ers is no 

lo n g e r a p r im a ry  m iss io n . As C it ib a n k S en io r V ice P re s id e n t W illiam H eron re c e n t ly  

was quo te d in  the New Y o rk T im es: "W hat we a re d o in g in  New Y o rk is re d e f in in g  

w ha t a ba n k i s . "  A c c o rd in g  to th e a r t ic le  c o n ta in in g  th is  q u o te , "C it ib a n k  now 

sees its  b ra n c h  n e tw o rk p r im a r i ly  as a mechan ism to 's e ll p ro d u c ts ' and its  

m anagers see them se lves more lik e  accoun t o f f ic e rs  a t s e c u r it ie s  f i rm s . . . t r y in g  to 

se ll 'f in a n c ia l p r o d u c ts '" . T h is new v iew  o f b a n k in g  is g ra d u a l ly  be in g adop ted b y 

a ll m a jo r New Y o rk  b a n k s , a lth o u g h C it ib a n k ( th e la rg e s t ) is the le a d e r.

U n fo r tu n a te ly , f o r  th e ove rw he lm ing m a jo r ity  o f New Y o rk e rs who canno t 

a f fo rd  the new "p ro d u c ts " the bank o f th e fu tu r e  has less s e rv ic e  and h ig h e r and 

h ig h e r fe e s . One o f th e c e n tra l fu n c t io n s o f a b a n k - to fu l l y  se rve a ll its  

cus tom e rs a t reasonab le ra te s is be in g d is c a rd e d .

The im pac t o f th is  change on a sm a lle r cu s tom e r ($400 in  ch e ck in g and $900 in 

sa v in g s a cco u n ts ) a t th e la rg e s t b a n k . C it ib a n k  is seen b y  com pa ring h is cos ts in 

la te 1979 w ith  w ha t he is p a y in g  in  1983 fo r the same s e rv ic e s . A ssum ing th a t 

d u r in g  the ye a r th is  cus tom e r made 100 "C it ic a s h " w ith d ra w a ls , w ro te 30 ch e c k s , 

asked fo r tw o s to p paym en t o rd e rs and b o u g h t th re e money o rd e rs he wou ld have 

pa id $29.50 in  1979. B u t based on e a r ly  1983 c h a rg e s , he w ou ld be p a y in g 

$131 .25 . T h is c o n s t itu te s  a nea r q u in tu p l in g  o f s e rv ic e  ch a rg e s in  s l ig h t ly  ove 

th re e  y e a rs , a p e r io d when in f la t io n  d ro v e  p r ic e s in  g e ne ra l u p less than 25h. A t 

Chase M anha ttan a cus tom e r w ith  $250 in  h is sa v in g s and ch e c k in g accoun ts w ou ld 

have pa id $31.50 in  1979 as opposed to $135 to da y ( assum ing two che ck 

c e r t if ic a t io n s  and two s to p paym en t o rd e r s ) .

T h is is w h y le g is la t io n  is needed now to p re v e n t th e b ro a d base o f ba n k 

cus tom e rs from  be in g g o u g e d . I am , th e re fo re , in t ro d u c in g  le g is la t io n  th a t w i l l :



*

/
1. R e qu ire  advance d is c lo s u re  and p rom in e n t p o s t in g  o f ba n k s e rv ic e  and fee 

c h a n g e s . B anks w il l be re q u ire d  to pos t in la rg e ty p e  in  e v e ry  b ra n ch the fees 

and p roposed in c reases m  fees fo r bas ic c h e c k in g a c co u n ts , s a v in g s acco u n ts , 

money o rd e rs , o f f ic ia l c h e c k s , o rd e rs s to p p in g paym en t on ch e c k s , and mem bersh ip 

ch a rg e s on c re d it c a rd s . S ix ty  da y no tice o f fee in c re a s e s w il l be re q u ir e d .

2 . Empower the B a n k in g  D epa rtm en t to d is a llow  "e x c e s s iv e " fees and cha rges 

upon re c e iv in g  a w r it te n  p ro te s t from  a ban k cu s tom e r. "E xce s s iv e fe e " is an y 

fe e , comm ission o r ch a rg e th a t " is  no t in the p u b lic  in te re s t " and when d e te rm in in g 

i f  a fee is e x c e s s iv e , the d e p a rtm e n t is re q u ire d  to c o n s id e r a num be r o f fa c to rs , 

in c lu d in g  th e reasonab le co s t o f p ro v id in g  the s e rv ic e  ( and income ea rn ed from  the 

a c c o u n ts ] , how lo ng the p re v io u s fee was in  e f fe c t , and w h e th e r th e p ro posed fee 

is more th an 25% above th e ave rage fee cha rg e d b y  o th e r b a n k s fo r th e s e rv ic e .

3 . R e qu ire th e B a n k in g  D epa rtm en t to p e r io d ic a l ly  p re p a re  a u d its to

de te rm ine th e am ount o f m oney the banks a re m ak in g from  re ta i l b a n k in g  se rv ic e s 

and w h e th e r h ig h  fees a re be in g cha rg e d to make u p fo r im p ru d e n t loans , 

p a r t ic u la r ly  fo re ig n  lo an s .

B a n k in g in d u s t r y  o f f ic ia ls  and the B a n k in g D epa rtm en t i t s e l f sa y th a t

com pe tit io n w il l keep ch a rg e s down and th a t consum e rs sh o u ld  "s h o p a ro u n d " fo r 

th e low est c h a rg e s . B u t g iv e n  the fee h is to r ie s p re s e n te d in  th is  re p o r t the re a li ty  

is  th a t bank cha rg e s a re u n ifo rm ly  h ig h . T he y also change o f te n , a re co n fu s in g to 

th e ave rage cu s tom e r, and a re o fte n d i f f i c u l t to f in d  o u t in  th e f i r s t  p la ce . 

"S ho p p in g a ro u n d " ju s t is n ' t p o ss ib le . The d i f f i c u l t y  e n co u n te re d in  o b ta in in g  

a ccu ra te in fo rm a tio n  is i l lu s t r a te d  b y my s ta f f 's  e xp e rie n ce in  e lic it in g  bas ic 

c h e c k in g accoun t fees fro m  Chem ica l B a n k . Phone ca lls to d i f f e r e n t b ra n ches 

re s u lte d  in  a num be r o f d if fe r e n t fee s c h e d u le s . Once a phone was answered 

(sometimes th e y were answ e red o n ly a f te r 30 r in g s ] m y s ta f f was commonly re fe r re d  

to two o r th re e  d if fe r e n t o f f ic e s . Persona l v is its  to th e b ank '. ' ra n ch e s was not 

much more h e lp fu l . P r in te d  fee schedu le ca rd s w e re u s u a lly  n o t a va ila b le and 

employees p ro v id e d  c o n fu s in g  and sometimes c o n f l ic t in g  in fo rm a tio n  in  some cases. 

T he in fo rm a tio n  co n ta in e d in  th is  re p o r t came from  w r it te n  and te lephone

comm un ica tions w ith  h ig h e r b a n k o f f ic e rs , an o p tio n n e t a va ila b le to th e ave rage

cu s tom e r.
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/  I t  is e v id e n t th a t banks in New Y o rk S ta te a re d o in g e v e ry th in g  poss ib le to

maxim ize th e ir p r o f i t s  from  sm a lle r cu s tom e rs . T h e y can do th is  because th e re  is 

no law o r re g u la t io n  a g a in s t i t  and because these sm a lle r cus tom e rs have now he re 

e lse to g o . The la rg e s t b a n k m o r e o v e r , have th e re so u rce s to p ro v id e  tens and 

even h u n d re d s o f b ra n ch e s th a t make them e v e r -p re s e n t and a lw ays close b y  - 

e xcep t in  p o o re r n e ig h b o rh o o d s - and th a t have re s u lte d  in  the enorm ous consum er 

depo s its in  these in s t i tu t io n s . In  fa c t , the m a jo r money c e n te r banks a re 

in c re a s in g  th e ir dom inance in  the g re a te r New Y o rk C ity  a rea . In  1980 C it ib a n k 

had 7.5% o f to ta l d e po s its w h ich in c re a sed to 9.6% th is  y e a r . Chase M anha tta n 's 

sha re c lim bed from  3.5% fo 9.0% d u r in g  th is  p e r io d , Chem ica l w en t up from  3.6% to 

9.7% and M a n u fa c tu re rs  H ano ve r 's sh a re in c re a sed from  2.6% to 3.6%.

U n fo r tu n a te ly , th e banks see th e ir b ra n ches e s s e n t ia lly  as vacuum s to su ck in 

th e most m oney po ss ib le a t the lea s t p o ss ib le cos t to the b a n k . S ince th is  goa l too 

o fte n c o n f l ic ts  w ith  the need to p ro v id e  fu l l and re a so n a b ly p r ic e d  b a n k in g  se rv ic e s 

to a ll th e peop le , le g is la t iv e  ac tio n is needed now .
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B i l |  w o u l d  h i k e  l o a n  i n t e r e s t  t o  2 4 &
vde - .-r *:4‘ mBy JIM ERICKSON A #  sAA

Daily News business reporter i f ?  .

Alaska bankers are ‘ seeking 
changes to state law that would 
allow lenders to charge more for 

’  small loans (ind. consumer credit 
plans, such as charge cards.
- But a state consumer group said 
this week some banks are al.eady 
charging far more for certain loans 
than state law allows, though a 
federal loophole in banking law.

Maureen Kennedy, executive di­
rector of the Alaska Public Interest 
Research Group (AKPIRG), said 
she found it "appalling*’ that the 
Alaska Bankers Association is lob­
bying for a measure now before a 
House committee that would allow 
lenders to charge up to 24 percent 
interest annualiy for loans of $25,- 000 or less. . •. ■" , -,,

The rrent cap for the so-called 
"consumer loans," such as car or boat loans, is 13.5 percent,

The bill was introduced by Rep. 
Jim Duncan, D -Juneau, 'D rue  
Pearce, R-Anchorage, John Rings- iud. R-rairbanks, and H.A. ‘‘Red" 
Boucher, D-AncLorage. Pearce is a

former employee of the Alaska 
Bank of the North, v ■ .

At the same time bankers are 
pushing for the -b ill , "they are 
ignoring state law and implement-, 
ing wholesale increases in interest '

D4

rates on consumer loanj:,”  she saidfv  -J
For example, she said, First. In-' • firm 

terstate Bank is now* charging'22 
percent interest on loans- under $2,500. u ;

“The smaller'borrower, the one 
that can least afford it, is being hit 
hardest by the bank’s belliger- . ence," she said, Interest rates on 
loan amounts of more than $25,000 are not regulated. ;v •

Derrell Smith, president of the 
Alaska Bankers Association, said 
at least one Alaska bank began 
exceeding state limit:; about five 
years ago. Others are increasingly following suit. •

That’s because a federal banking 
law known as the "most favored 
lenders doctrine" allows federally- chartered banks to charge as much 
as other Alaska lenders, such as 
smallJoan companies, Jjmith sa id .^ .

tate’s Sm all,Loan"
..S'i-H T -’F # *  •- - • i  rv/' ̂  *

-m ost“favored lenders docfrim; plies In in Alaska. . . .  - .
, The doctrine 'extends to 's?ate-i 
charted banks as well, said Willis 
Kirkpatrick, d irector'of the state Division of Banking. 1 -*

The state’s largest bank, Nation­
al Bank of Alaska, Jast year b<?gai\. 
charging 15 percent annualinterest-r 
op auto Joans and 17.5 percent'on>-

Am

pther consumer loans. The rale of 
' small loans from Alaska Statebank increased two' weeks ago Jt&‘JL5 
percent, from 13 percent.

: -" Kennedy said AKPIRG is^onsicl- 
' ering a cpurt test of the legality of 
the most’ favored, lenders doctrine 
— and whether Alaska banksman 
use it to circumvent state law .^ til,- 

AKPIRG  this 'week asked 'the
H inder the

: : - 4 : - ' ^ ; . Se^ Pa9 ? D - 4 V a

r m t M ;  ■

Bill would allow lenders to hike loan interest to 24 percent
f  Continued from Page D-1 j

Consumer Protection Section 
of the state Attorney General’s 
Office to investigate the mat­
ter, she said. -  ------According to state and fed­
eral officials, the state usuary 
laws are not enforced by regu- 

'l .i ’.ors. In most instances, con­
sumers must press action in 
court if they feel a bank has 
violated the law.

"We don’t step into the 
shoes of the borrower," said Debra Chong, a senior attor­
ney for the Comptroller of the 
Currency in San Francisco. 
"The borrower has to sue on 
their own." • •Smith said the apparent 
increasing willingness by 
banks to charge more- than 
state law allows "puts a dif­
ferent complexion on the 
bill."Although "we'd feel com­fortable using the most fa­
vored lenders doctrine" with­

out changes to state law , 
Sm ith said , the provision  does not go far enough,

"My personal preference is 
to completely deregulate,” he 
said.Raising the lending cap to 
24 percent is a good compro­
mise, he said.

"Obviously, (bankers) are Lying to get the law changed 
so there is never any hint of 
them being in violation of 
state law,” said Gary Jen­kins, director of governmen­
tal relations for the National 
Federation of Independent 
Business/Alaska.The 3,000-member federa­
tion opposed the bill, because 
small businessmen fear banks 
would begin charging more for small business loans of 
$25,000 or less.The measure is backed by 
the Alaska Bankers Associa­tion, the state Chamber of 
Commerce, and the Alaska

A hearing on the bill was held Tuesday by the House 
Special Committee on State 
Loans. Another hearing Is 
scheduled for 3:30 p.m. today in Juneau. The hearing is not 
going to be teleconferenced.

The buill has been referred 
on to the House Judiciary 
Committee. .1Ban!; officials say national 
deregulation has forced them
to pay more for deposits. But ‘A laska's "usury" law pre-

R o f a i l  A s s o c i a t i o n . .

vents corresponding increases 
in loan charges and cut profit 
margins. . . . ."A lthough banks have 
been profitable the last few 
years, the next few years 
don’t look so good unless we 
try to match revenue to ex­
penses," Smith said.

Alaska retailers and bank­
ers have been lobbying to raise or eliminate interest 
rate caps since 1980, because 
of the increasing costs of serv­
icing small loans. . ^

‘ Besides raising the ceili 
on small loans, the bill int 
duced this year also woi 
raise a'lowabl'. interest ra‘ 

j.ifo r credit card account b 
„ances above $1,000 from li 
percent to 18 percent.

•i -■ Without the changes, ban are not willing to make sm 
" consumer loans, according 
. ’ lenders.
p 1 ’ Alaska's usury laws' t among the most restrictive 

the nation, bankers said. . 
most all states have limits 
18 percent or higher; 13 sta have eliminated caps entire 
' The industry argues t! 

consumer credit would 
more available if restrielk were eased. ‘• However, Kennedy of f  
PIRG said that "has clea 

_ not been the case” in sta where deregulation has cured. i .
‘•'cl'.

ALAS!



C O N S U M E R  L O A N  INTEREST RATES 

As of A p ri l  8, 1985 0

N E W  CARS:

B.M. B e h r en d s  13.75%

A l a s k a  Fede r a l 12.75%

Ban k of the N o r t h  13.0%

First N a t i o n a l  B a n k  of A n c h o r a g e  15.0%

N a t i on a l  Bank of A l a s k a  15.0%

U n i t e d  B ank of A l a s k a  13.0%

A l a s k a  U S A  F e d e r a l Cre d i t  U n i o n  12.75%

A l a s k a  M u n i c i p a l  E m p l o ye e s  13.5%

A l a s k a  S tate E m p l o y e e s  F e d e r a l  13.5% 48-mos.

14.0% 60-raos. 

Fede r a l  A l a s k a  Feder a l  Cre d i t  Union 12.75%

U S E D  CARS:

B.M. B e hrends 15.5%

A l a s k a  Federal ! 13.5%

Bank of the N o r t h  13.0%

First N a ti o n a l  B a n k  of A n c ho r a g e  15.0%

N a t i o n a l  Bank of A l a s k a  17.0%

U n i t e d  B a n k  of A l a s k a  13.0%

A l a s k a  U S A  Fede r a l  Credit U n i o n  14.4%

A l a s k a  M u n i c i p a l  E m p l o ye e s  14.5%

Al a s k a  State E m p l o y e e s  Fede r al  14.0%

F e d e r al  Al a sk a  Fede r a l  Credit U nion 14.9%

N E W  BOATS:

I;
B.M. B e hr e n d s  t 13.75%

A l a s k a  Fede r a l  13.75%

B ank of the N o r t h  13.0%

F i r s t  N a t i o n a l  Bank  Of An c h o r a g e  15.0%

N a t i o n a l  Ban k  of A l a s k a  17.0%

U n i t e d  R a n k  of A l a s k a  13.0%

A l a s k a  U S A  Federal Credit U n i o n  14.4%

A l a s k a  M u n i c ip a l  E m p lo y e e s  14.5%

A l a s k a  State E m p lo y e e s  Federal 15.0%

F e d e r a l  A la s k a  Federal Credit U n i o n  14.5%

U S E D  BOATS:

B.M. B e h r en d s  13.75%

A l a s ka  Federal 13.75%

Bank of the N o r t h  13.0%



F irst N a t i o n a l  B a n k  Of A n c h o r ag e  

N a t i o n a l  Bank of A l a s k a  

U n i t e d  B ank of A l a s k a

A l a s k a  U S A  Fede r a l  Credit U n io n  

A l a s k a  M u n i c i p a l  E m p l o y e e s  

A l a s k a  State Em p l o y e e s  Federal 

F e d e r a l  A l a s k a  Fede r a l  Credit U nion

U N S E C U R E D  LOANS:

B.M. B e h r e n d s

A l a s k a  Federal 

Bank of the N o r t h  

F irst N a t i o n a l  B a n k  of A n c h o r a g e  

N a t i o n a l  Ba n k  of A l a s k a  

U n i t e d  B an k  of A l a s k a

A l a s k a  U S A  Fede ra l  Cr ed i t  U n i o n

A l a s k a  M u n i c i p a l  E m p l o y e e s  

Al a s k a  S tate E m p l o y e e s  Federal 

F eder a l  A l a s k a  Fede r a l Credit

14.4% 

14.5% 

15.0% 

14.5%

15.0%

17.0%

13.0%

17.0% u n d e r  $5,000 

13.75% over $5,000 

14.0%

13.0%

15.0%

17.0%

13.0%

15.0% on credit line 

15.4% all ot h e r s 

16.0%

19.0%

15.7%
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A L A S K A  C R E D I T  U N IO N  L EA G U E
2509 EIDE STREET, SUITE 4 

ANCHORAGE, ALASKA 99503 
(907) 278-4949

19 M arc h 1985
y

.tO . y

H o no r a b l e  Mi k e  M il l e r  

Behr en ds  Buil din g, R oom 220 

Pouch V 

June au,  A la s k a  99811

De a r  R e p r e s e n t a t i v e  Miller:

We are w r i t i n g  on beh al f  of both the federal and state c h a r t er ed  c r e d i t . u n i o n s  in 

Alaska. S ec ti o n  3 of H.B. 217 revise s AS 0 6 . &r  J60 (5)(A )(x i ). This a m e n d m e n t  would 

have the e f f e c t  of p ut ti n g  a 15% limit on loan, c ha rge d by state cred it unions.

We b e l i e v e  this wo uld  ha rm  o ur  two state c ha rt ere d i n st it ut i o n s as w e l l’ as ma ke  c r e d i t - 

less a v a i l a b l e  to the ir me mb er s .  Such a change wou ld put state cre dit  unio ns at a 

d i s a d v a n t a g e  w i th  banks and savin gs an d' l o a ns  as well as f e d e r a ll y  c h ar t e r e d Cre dit  
unions.

M e m b er s  of state ch ar te r e d  cr e d it  un ion s d es er ve  c o m p e t i t i v e  rates on t h eir  deposits.

It is n o t  p o ss ib l e  to pa y m a r k e t  rates on d e po s i t s  if there is an -artificial c ei li n g  

on loan rates.

We b el i e v e S e ct i o n  3 d i s c r i m i n a t e s  a g a in st  state c h a r t er ed  cr e d i t unions. To insure 

the v i a b i l i t y  of  the state c h a r t e r i n g  sys tem  for cre d i t  unions and to a l l o w  state 

c h ar te re d  c r e d i t  unions to be c o m p e t i t i v e  wi th  o th er  financial ins t i tu ti on s ,  we r equ est  

that S ec t i o n  3 o f . H . B . 217 be deleted.   . . ....

Chai r m a n

cc: R e p r e s e n t a t i v e s  Sund, G r u e n b e r g

T a ylo r, C lo ck sin , P et ty j o h n  and P hil lip s

Dav'crL. C h a t f i e l d  

G ov ernm ent al A f f a i r s  C o m m i tt ee

c e r e l y ,

f t
AFFILIATED WITH CREDIT UNION NATIONAL ASSOCIATION J  V ®



MEMBERS OF THE COMMITTEE

I think all of yo u  h a v e  had an o p p o r t u n i t y  to f a m i l i a r i z e  y o u r s e l f  w i t h  this 

bill. W e  have spoken to each of yo u  to e x p l a i n  the p r o v i s io n s  of and the

f
reasons for this legislation. T h e r e f o re ,  I w i l l  not addre s s  the bill 

specifically, but there are several g e n e r a l  poi n t s  I w o u l d  like to m a k e  w h i c h  

I think d e s e rv e  furt h e r  c l a r i f i c a t i o n  primarily, beca u s e  I think that some of 

the people and groups that have tes ti f i e d  in o p p o s i t i o n  to this l e g i s l a t i o n  

are per pe t u a t i n g  some m y t h s  and m i s c o n c e p t i o n s  a b o u t  the financial services 

industry.

A l t h o u g h  ve don't t hink of o u r s e l v e s  as grocers, the a n a l o g y  is a good  one, 

because there are a g reat deal of s i m i l ar i t i e s .  Lik e  the grocer, w e  buy a 

product, put a m a r k - u p  on it, and re sell it at a profit. Also, like the 

grocer, w e  have relati v e l y  low m a r g i n s  and d e p e n d  on h igh volume to m a k e  a 

fair return on ou r  a s s e t s  Ou r  product, howev e r ,  is m o n e y  and the price we 

pay for it and the price w e  get for it w h e n  we sell it is called the interest 

rate. N e v e r t h el e s s ,  the laws of su p p l y  and d em a n d  and other e c o n o m i c  ax io m s  

apply to us just like the grocer. If w e  ch a r g e  too m u c h  for our product we 

w o n  t sell any; if we ch a r g e too little for our product w e  w on't make a 

profit. Being a bank, a savings and loan, credit union, or other financial

l
i n s t it u t i o n  will not. .change this fact. In this respect, we are no d i f f e r e n t  

than thousands of b u si n e s s e s  large and small ac r os s  the country.

What makes us d i fferent today, in Alaska, is that un l i k e  the grocer, w h i l e  we 

must pay for our  inv en t o r y  at w h a t e v e r  the m a r k e t  rate is, there is a law on 

the books that says w e  cannot p rice ou r  p r o d u c t  accor d i n g l y .  In fact, there



are n u m erous laws in A l a s k a  w h i c h  control the p rice we can charge. Credit 

card rates are go v e r n e d  by one law, retail i ns t a l l m e n t sales by another, small 

c o m m e r c i a l  loans by a n o t h e r  and c o n s u m e r  finance by e v e n  another. It all adds 

up to a huge tangled c o n f u s i n g  mo r a s s  of laws w h i c h  bene f i t  no one.

I w o n d e r  wha t  the n e i g h b o r h o o d  g r o c e r  w o u l d  say if w e  s u d d e n l y  restr i c t e d  the 

price he could charge o n  a loaf of bread. He w o u l d  s c r e a m  bl o o d y murder. Hi 

would say his costs a r e n ' t  the same as the S a f e w a y  d o w n  the street, Safeway is 

more efficient, has v o l u m e  bu y i n g  power, and mor e  capital! S a f e w a y  m ight be 

m a k i n g  a profit on bread at the restr i c t e d  price, but the n e i g h b o r h o o d  gro c e r  

mi g h t  not b e c a u se  his costs are d i fferent. W h y  should ha have to charge the 

same price as Safeway? Indeed, what d i f f e r e n c e  doe s  it mak e  wha t  he charges 

for the bread. If it is too much, he w o n ' t  sell any, if its too little he 

-•on't m ake a profit. Ma r ke t  forces wil l d e t e r m i n e  his price.

Banks and other f i nancial i n s t i tu t i o n s  are no di f f e r e n t  than thousands of 

other bu si n e s s e s .  T h e y  sell a product at a p rice w h i c h  is d e t er m i n e d  by 

demand and competition. If the stat u t e says they can't sell at a fair price 

that wil l  cover cost, t h e n  e v e n t u a l l y  the m a r k e t  w il l  d r y  up. Th i s  is e x a ct l y  

what happened w h e n  the Fed i n st i t u t e d  tight cr e d i t  po l i c i e s  and d rove rates up 

in mi d-1981. M o r t g a g e  ^Lending and credit card lendi n g  v i r t u a l l y  came to a 

halt in m a n y  states. The u s ur y  c ei l i n g  in this case did n ' t  s erve to protect 

anyone, it o n l y  cut off their ac ce s s  to credit.

Wt.il, what  w i l l  hap p e n  it some of the r e g u l a ti o n s  such as u su r y  c e i l i n g s  are 

modified? I a m  sure that is a q u e s t i o n  on  e v e r y o n e ' s  m i n d  today. What has 

ha p p e n e d  in o ther i n d u st r i e s  that w e r e  d e r e g u l a t e d ?  H o w  about the airline



i n d u s t r y ?  Can anyone deny t h a t  d e r e g u l a t i o n  in  th a t  i n d u s t r y  wasn 't  

b e n e f i c i a l  to  A laskans?  A i r  t r a v e l  has neve r  been cheape r .  What about  the 

communicat ion i n d u s t r y ?  Long d i s t a n c e  c a l l s  a r e  sudden ly  becoming cheape r .  

Why? Because c om pe t i t i o n  i n s u r e s  the p r i c e  w i l l  remain f a i r .  No one has 

s a t i s f a c t o r i l y  e xp l a in ed  to  me why f i n a n c i a l  i n s t i t u t i o n s  a re  l o o k ed  a t  
d i f f e r e n t l y .  The laws o f  economics a r e n ' t  suspended j u s t  because the 

commodity we s e l l  i s  money. I  am he re  t o  t e l l  you t h a t  the laws o f  supp ly  and 

demand w i l l  c on t inu e  i n t o  the f u t u r e  and i n s t i t u t i o n s  w i l l  c on t inue  t o  compete 

as they  a lways have and t h i s  w i l l  p r o v id e  p o s i t i v e  b e n e f i t s  t o  a l l  A la s k an s .

Now, t h e r e  may be some peop le  t e s t i f y i n g  today  th a t  f i n a n c i a l  i n s t i t u t i o n s  a re  

not c om pe t i t i v e  and t h a t  r a t e s  w i l l  go up, i f  t h i s  l e g i s l a t i o n  i s  passed .
They even have s t u d i e s  which they  c l a im  suppo r t  t h i s  c o n t e n t i o n ,  j u s t  as we 

have s t u d i e s  which suppo r t  j u s t  the o p p o s i t e .

However,  I  d o n ' t  t h i n k  we need to  go much f u r t h e r  than ou r  own s t a t e  t o  prove 

o u r  p o i n t .  Under c u r r e n t  law ,  because o f  the "MOST FAVORED LENDER DOCTRINE", 

f i n a n c i a l  i n s t i t u t i o n s  can a c t u a l l y  charge any r a t e  they  want up to  24%. 'he 
"DOCTRINE" has the e f f e c t  o f  " o v e r r i d i n g "  many o f  the usu ry  c e i l i n g s  in

c u r r e n t  s t a t e  s t a t u t e .  I  d o n ' t  i n t e nd  he re  to  j u s t i f y  i t s  e x i s t e n c e --------  I

d i d n ' t  in v en t  i t  -  but i t  i s  p e r f e c t l y  l e g a l .  What i t  has done ,  however ,  i s
Ig i v e  you a g l impse  o f  what would happen i f  u su ry  c e i l i n g s  were l i f t e d  i n  t h i s  

s t a t e .  F r a n k l y ,  i t s  been the b ig g e s t  non -even t  i n  A la s k a .

A few banks have m od i f i ed  t h e i r  r a t e s  on l o a n s  where t h e i r  c o s t s  have exceeded

t h e i r  r e t u r n s .  But i n  o u r  bank the m a j o r i t y  o f  l o a n s  below $ 2 5 , 0 0 0 . 0 0  a re  

between 12% and 13%. I f  we cou ld  cha rge  24%, why a r e n ' t  we? S imp le  —  back

- 3 -



t o  the laws o f  economics .  Compe t i t i on  i s  what i s  keep ing r a t e s  where they  a re  

now and i t  i s  what w i l l  keep r a t e s  f a i r  i n  the f u t u r e .

How do we promote c om pe t i t i on ?  Aga in ,  the  answer i s  f a i r l y  c l e a r .  P r o v i d e  a

h e a l t h y  economic env ironment i n  which f i n a n c i a l  i n s t i t u t i o n s  can compete 
f r e e l y  w i thou t  a r t i f i c i a l  r e s t r i c t i o n s  and a t an g l e  o f  o b s o l e t e  laws which do 

no t p r o t e c t  anyone,  but c on fu se  and harm the consumer.

Remember, a v o t e  f o r  t h i s  l e g i s l a t i o n  i s  no t  a v o t e  to  r a i s e  i n t e r e s t  r a t e s .

I t  means you a r e  i n  f a v o r  o f  a system where p r i c e s  a r e  f a i r l y  de te rm ined by 

supp ly  and demand not  by government e d i c t .  Time and t ime aga in  th roughout  ou r
h i s t o r y ,  p r i c e  c o n t r o l s  have p roven t o  be a m is t a k e .

U n r e a l i s t i c  u su ry  c e i l i n g s  f o r c e  un regu l a te d  bo r rowers  to  s u b s i d i z e  the  c os t  

o f  l e n d in g  to  r e g u l a t e d  bo r rowers  and i t  c r e a t e s  the o p p o r t u n i t y  under some 

economic c o n d i t i o n s  f o r  c e r t a i n  c l a s s e s  o f  b o r rowe rs  to  be den ied access  to

c r e d i t .  I n  pass ing  on t h i s  l e g i s l a t i o n  today ,  you w i l l  b« h e lp in g  to
e s t a b l i s h  a t r u l y  f r e e  market f o r  e v e r y o n e ' s  b e n e f i t  -  not j u s t  f o r  the b ig

b o r r ow e r s ,  but f o r  the l i t t l e  bo r rowe r  t o o .

WHG/pra , Comments By:

Win Gruening, Vice President & Control lei 
’ The B. M. Behrends Bank

Juneau, Alaska 
April 9, 1985
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Article 4. General Powers of Mutual Banks.

Sec. 06.15.350. General powers. A  mutual bank

(1) shall have indefinite succession;
(2) may adopt and use a sea);
(3) may sue and be sued;
(4) may adopt, amend and repeal rules and regulations governing 

the manner in which its business may be conducted and the manner in 
which the powers vested in it may be exercised;

(5) may make and carry out contracts and agreements, provide bene­
fits to its personnel and take other action, as it considers necessary or 
desirable in the conduct of its business;

(6) may appoint and fix the compensation o f officers, attorneys, and 
employees desirable for the conduct o f its business, define their author­
ity and duties, delegate to them the powers the trustees determine, 
require bonds o f them as the trustees designate and fix their penalties 
and pay the premiums on the bonds;

(7) may acquire by purchase or lease real property or interest 
therein as the trustees consider necessary or desirable for the conduct 
o f its business, and sell, lease or otherwise dispose o f real property or 
interest therein;

(8) may exercise the powers o f a bank granted under the A laska 
Banking Code (AS 06.05.005 — 06.05.545); and

(9) may convert from a mutual bank to a capital stock bank under 
a plan approved by the department. (§ 15 a ch 132 SLA 1960; am § 3 
ch 47 SLA 1980)

E ffe ct o f am endm ents. — The 1980 amendment added paragraphs (8) and (9).
Chapter 20. Alaska Small Loans Act.Section 10. License required200. Advertising of misleading state­ments prohibited 230. Maximum interest permitted 250. Computation and payment of inter­est260. Charges prohibited 270. Requirements for making and pay­ment of loans 280. Maximum charge by licensee

Section285. Open-end loans 287. Credit insurance on open-end loans 290. Purchase of wages for S25.000 or less 300. Maximum charges by nonlicensee on loans310. Illegal interest rate 320. Civil and criminal penalties 330. Exemptions 900. Definitions
Sec. 06.20.010. License required.  A person may not engage in the 

business of making loans of money, credit, goods, or things in action in 
the amount or of the value of 525,000 or less and charge, contract for,



§ 06.20.200 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.20.230

or receive on the loan a greater rate o f interest, discount, or con­
sideration than the lender would be permitted by law to charge i f he 
were not a licensee under AS 06.20.010 —  06.20.920, except as autho­
rized by AS 06.20.010 —  06.20.920 and with,, ut first obtaining a license 
from the department. (§ 2 ch 73 SLA 1955; am § 5 ch 94 SLA 1969; am 
§ 23 ch 218 SLA 1976; am § 1 ch 71 SLA 1978; am § 1 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 for "55,000," and inserted "not" following amendment substituted "A” for "No” at "A  person may” near the beginning of the the beginning of the section and ”525,000" section.
Sec. 06.20.200. A dvertis ing o f  m isleading statements 

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

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

E ffect o f am endm ents. — The 1980 the end of the firs., sentence, and inserted amendment, in subsection (a), suha^tuted "not" following "A person may” near the "A ” for "No" at the beginning of the sub- beginning of the subsection, section, and "525,000” for "55,000” near
Sec. 06.20.230. Maximum in terest perm itted , (a) A licensee may 

lend any sum of money not exceeding $25,000 and may charge, contract 
for, and receive on the loan interest at a rate not exceeding three 
percent a month on that part o f the unpaid principal balance o f a loan 
not in excess o f $850; two pt _*nt a month on the unpaid principal 
balance exceeding $850 but n jt  exceeding $10,000; and at a rate agreed 
by contract on the remainder o f any unpaid principal ba'ance 
exceeding $10,000 but not exceedii.T $25,000.

(b) Notwithstanding the provision.* o f (a) o f this section, a' licensee 
who makes open-end loans under this chapter may charge, contract fcr, 
and receive interest at a rate not exceeding three pe^ent a month o: 
that part o f the unpaid principal balance o f a loan not in excess o f $850; 
two percent a month on the unoaid principal balance exceeding $850 
but not exceeding $10,000; and at a. rate agru u by contract on the 
remainder o f any unpaid principal balance exceeding $10,000 but not 
exceeding $25,000.
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§ 06.20,250 B a n k s  a n d  F in a n c ia l  In s t it u t io n s § 06.20.250

(c) Interest on loans under (b) of this section shall be computed 
according to the actuarial method on the entire unpaid principal bal­
ance as determined in AS 06.20.285(b). (§ 16(a) ch 73 SLA 1955; am 
§ 5 ch 94 SLA 1969; am § 7 ch 71 SLA 1978; am * 2 ch 84 SLA 1979; 
am § 3 ch 63 SLA 1980; am §§ 1, 2 ch 99 SLA 19&2?

E ffect o f am endm ents. — The 1979 amendment added subsection (b).The 1980 amendment, in subsection (a), substituted "$25,000" for "$5,000" twice; in t jbsection (b), inserted "or who makes a loan under this chapter exceeding S5.000 but not exceeding $25,000" and "the greater o r , restructured the subsection into the present introductory paragraph and paragraphs (1) anil (2), added "or” following "a month" in paragraph (1), added the provisions of paragraph (2); designated the provisions beginning "Interest on loans" as subsection (c), added "Interest on loans under (b) of this section shall be", and inserted "entire" preceding "unpaid principal” in subsection (c).The 1982 amendment, in subsection (a), substituted "5850" for "5500” and "510,000” for "51,000” in two places each and "at a rate agreed by contract" for "one percent a month" and deleted "remainder of any” preceding "unpaid principal bal­ance exceeding 5850," and deleted the

former second sentence, which Onloans the principal of which is 550 or less a licensee may charge, contract and receive interest at a rate not exceeding five percent a month.” In subsection (b), the amendment substituted the language beginning "may charge, contract for, and receive interest” and ending "at a rate agreed by contract on the remainder of any unpaid principal balance exceeding 510,000” for "or who makes a loan under this chapter exceeding $5,000” and deleted from the t d of the subsection "may elect to charge, contract for, and receive interest not to exceed the greater of(1) one and one-half percent a month; or(2) eight percentage points above the Federal Reserve discount rate on 90-day commercial paper charged to banks for advances by the 12th Federal Reserve Dis­trict on the first day of the month before the calendar' quarter during which the loan is made.” •
Sec. 06.20.250. Computation and payment of interest, (a) Inter­

est shall not be paid, deducted, or received in advance. Except for 
open-end loans made under AS 06.20.285, interest shail be computed 
and paid only on unpaid principal balances and shall not be com­
pounded; however, if part or all of the consideration for a loan contract 
is the unpaid principal balance of a prior loan, the principal amount 
payable under the loan contract may include any unpaid charges on the 
prior loan which have accrued within 60 days before the making of the 
loan contract. The maximum interest permitted on loans made under 
AS 06.20.010 —  06.20.920 shall be computed on the basis of the number 
of days actually elapsed. For the purpose of these computations a 
month is any period of 30 consecutive days.
(b) A  Mcen3ee may compute interest for a loan as provided in AS

06.20.010 —  06.20.920 on an interest-bearing or actuarial basis either 
at the rates stated in AS 06.20.230 or at the single annual percentage 
rate that would earn the same finance ch urge as the rates stated in AS 
06.20.230 when the debt is paid according to the agreed terms and the 
calculations made according to the actuarial method.
(c) Except for open-end loans under AS 06.20.285, a licensee may not 

enter into any contract for a loan that provides for a scheduled 
repayment of principal over more than the maximum terms set out 
below opposite the respective size of loans.
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Principal amount of loan to Maximum term
$1,000 ................................  24 and Vs months
Over $1,000 to $2,500   48 and Vs months
Over $2,500 to $5,000   60 and Vs months
Over $5,000 to $25,000 ................. as agreed to by

the parties

§ 06.20.260 t l a s k a  S t a t u t e s  S u p p le m e n t  § 06,20.260

(§ 16(c) ch 73 SLA 1955; am § 8 ch 71 SLA 1978; am §§ 3,4 ch 84 SLA 
1979; am § 4 ch 63 SLA 1980)

Effect o f am endm ents. — The 1979 amendment added "Except for open-end loans made under A S 06.20.285" at the beginning of the second sentence of subsec­tion (a) and "Except for open-end loans under A S 06.20.285” at the beginning of subsection (c).The 1980 amendment, in subsection (c),

substituted "a" for "no” preceding "licensee” near *.he beginning of the sub­section, inserted "not" following "licensee may" near the beginning of the subsection, added the provisions of the last line of both columns of the loan repayment terms beginning "Cver 55,000" and ending "as agieed to by the pcrties."
Sec. 06.20.260. Charges prohibited, (a) No further or other 

charge or amount for any examination, service, brokerage commission, 
expense, fee, or bonus or other thing or otherwise shall be directly or 
indirectly charged, contracted for or received except
(1) lawful fees actually paid out by the licensee to a public officer for 

filing, recording, or releasing any instrument securing the loan, or for 
transferring certificate of title to a motor vehicle securing the lien or 
noting a lien on that certificate;
(2) premiums actually paid out for insurance on any one or combina­

tion of the following: pledged property of the borrower, credit life insur­
ance on the life of one or more borrowers, or credit disability insurance 
to provide indemnity for payments becoming due on the indebtedness;
(3) taxable costs and expenses to which the licensee becomes entitled 

under general law in any court proceedings to collect a loan or to realize 
on the security after default;
(4) [Repealed, § 16 ch 71 SLA 1978.]
(5) reasonable fees paid by ft licensee for appraisals, surveys, and 

title insurance or reports if the loan is secured by an interest in real 
estate.
(6) a late payment fee of not more than 10 percent of the payment 

that is due or $15, whichever is less.
(b) A  licensee may collect the charges permitted under (a) of this 

section at the time when the loan is made or at any time thereafter. If 
any interest, consideration or charges in excess of those permitted by 
AS 06.20.230 are charged, contracted for or received, except as the 
result of an accidental and bona fide error in computation, the contract 
of loan is modified as follows: all interest, consideration or charges 
involved are voided and a like amount credited to the debtor on the 
principal of the loan. If the unpaid principal is less than the total of the 
inte. est. consideration and charges, t!. difference shall be refunded by



the lender to the borrower. (8 16(d) ch 73 SLA 1955; am §§ 9,16 ch 71 
SLA 1978; am 8 5 ch 84 SLA 1979; am 8 3 ch 99 SLA 1982)

E ffect o f am endm ents. — The 1979 The 1982 amendment added paragraph amendment added paragraph (51 to sub- (6) to subsection (a), section (a).
Sec. 06.20.270. Requirements for making and payment of 

loans. Except as provided in AS 06.20.285 for open-end loans, every 
licensee shall
(1) deliver to the borrower at the time a loan is made a statement 

containing a printed copy of AS 06.20.230 —  06.20.260 in the English 
language and showing in clear and distinct terms the amount and date 
of the loan and its maturity, the nature of the v urity, if any, for the 
loan, the name and address of the borrower and the licensee, and the 
agreed rate of charge;
(2) give to the borrower i. plain and complete receipt for all 

payments made on account of the loan at the time payments are made, 
specifying the amount applied to interest and the amount, if any, 
applied to principal, and stating the unpaid principal balance, if any, 
of the loan;
(3) permit payment to be made in advance in any amount on a 

contract of loan at any time, but the licensee may apply the advance 
payment first to all interest in full at the agreed rate up to the date of 
payment;
(4) upon repayment of the loan in full, mark indelibly every obli­

gation and security signed by the borrower with the word "Paid” or 
"Cancelled,” and release any mortgage, restore any pledge, cancel and 
return any note, and cancel and return any assignment given to the 
licensee by the borrower;
(5) display prominently in each licensed place of business a full and 

accurate schedule, approved by the department, of the charges to be 
made and the method of computing them. (8 17 ch 73 SLA 1955; am § 6 
ch 84 SLA 1979)

E ffect o f am euuinents. — The lb'79 A S 06.20.285 for open-end loans" to the amendment added "Except as provided in beginning of the section.
Sec. 0 6 .2 0 .2 8 0 . Maximum charge by licensee. A  licensee may not 

directly or indirectly charge, contract for, or receive any interest, 
discount, or consideration greater than that which he would be 
permitted by law to charge if he were not a licensee under AS 06.20.010 
—  06.20.920, upon the loan, use or forbearance of money, goods, or 
things in action, or upon the loan, use, or sale of credit, of the amount 
or value of more than 825,000. This section applies to any licensee who 
permits anv person, as borrower or endorser, guarantor, or surety for 
any borrower, or otherwise, to owe directly or contingently or both to

§ 06.20.270 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.20.280
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§ 06.20.285 A l a s k a  S t a t u t e s  S u p p le m e n t  § 06.20.285

the licensee at any time a sum of more than $25,000 on principal. (§ 18 
ch 73 SLA 1955; am § 5 ch 94 SLA 1969; am § 10 ch 71 SLA 1973; am 
§ 5 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 tion, and inserted "not” following "A amendment substituted "A" for "No” at licensee may” near the beginning of the the beginning of the section, "S25.000" for section."55,000" twice where it appears in the sec-
Sec. 06.20.285. Open-end loans, (a) A  licensee may make 

open-end loans not exceeding an aggregate total of $25,000 and may 
contract for and receive interest on open-end loans as provided in AS 
06.20.230, and for other charges permitted under AS 06.20.010 —
06.20,920. Interest on open-end loans may be computed daily or 
monthly on the unpaid principal balance or the average unpaid prin­
cipal balance if the interest charged as a result of these computations 
does not exceed the rates stated in AS 06.20.230 when the interest is 
computed according to the interest-bearing or actuarial method.
(b) Tie billing cycle fo” ""m-end loans is monthly, and the unpaid 

principal balance on a certain day is computed by adding to the balance 
unpaid on the beginning of that day, or the avi>r?.ge unpaid daily 
balance for that billing cycle, all advances and other permissible 
amounts charged to the borrower and deducting all payments and 
other credits made or received that day.
(c) A  licensee may secure ti. ' payment of an open-end loan in the 

same manneras other loans under AS 06;20.010 —  06.20.920 may be 
secured.
(d) The licensee shall deliver a copy of the open-end loan agreement 

to the borrower at the time the open-end loan account is opened. The 
open-end loan agreement must contain the name and address of the 
licensee and the borrowe • and must contain disclosures of finance 
charge:, and agreed terms as may be required by regulations adopted 
by the department and the Board of Governors of the Federal Reserve 
System.
(e) At the end of each billing cycle in which there is an outstanding 

balance in the account for which a finance charge is imposed, the 
licensee shall deliver to the borrower a statement in the form required 
by regulations adopted by the department and the Board of Governors 
of the Federal Reserve System. This subsection does not apply to 
accounts which the licensee considers uncollectible or for which an 
ac‘mn to collect past due amounts has been filed. (§ 1 ch 84 SL/v 1979; 
am 9 6 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 "510.000” near the beginning of subsection amendment substituted "525,000” for (a).
14



Sec. 06.20.287. Credit insurance on open-end loans, (a) A
licensee may obtain credit life, credit disability, and property insur­
ance on open-end loans under AS 06.20.010 —  06.20.920. The credit life 
and credit disability insurance obtained by a licensee shall satisfy the 
requirements of AS 21.57.010 —  21.57.170. The property insurance 
obtained by a licensee shall satisfy the requirements of AS 21.39.010 
—  21.39.180 and AS 21.42.010 —  21.42.370. The licensee shall comply 
with'AS 21.36.160 and 21.36.165 during all transactions with 
borrowers involving credit life, credit disability and property insur­
ance.
(b) The licensee shall calculate the charge for credit life or disability 

insurance in each billing cycle by adding to the unpaid balance in the 
borrower’s account the current monthly premium rate for the coverage 
required at the rate set under AS 21.57.010 —  21.57.170, using the 
method specified in the loan agreement for determining the unpaid 
balance.
(c) A  licensee may not cancel credit life or disability insurance 

obtained for an open-end loan if the borrower is delinquent in paying 
his monthly installments unless an installment is delinquent for 90 
days or longer. The licensee shall advance to the insurer amounts 
necessary to keep the policy in force until the 90-day delinquency 
period has elapsed, and the borrower’s account may be charged for the 
amounts advanced to the insurer. (§ 1 ch 84 SLA 1979)

Sec. 06.20.290. Purchase of wages for $25,000 or lesj. For 
purposes of AS 06.20.010 —  06.20.920, the payment of $25,000 or less 
in money, credit, goods, or things in action, as consideration for the sale 
or assignment of, or order for, the payment of wages, salary, 
commissions, or other compensation for services whether earned or to 
be earned is considered a loan, and the difference between the payment 
and the amount of the compensation sold or assigned is considered 
interest or a charge upon the loan from the date of payment to the date 
‘he compensation is payable. Such a transaction is go/emed by AS
06.20.010 —  06.20.920. (§ 19 ch 73 SLA 1955; am § 5 ch 94 SLA 1969; 
am § 11 ch 71 SLA 1978; am § 7 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 payment and the amount of the compensa- amendment substituted "S25,000" for tion sold or assigned", and inserted "a” "55,000", and inserted "is considered a following "Such" at the beginning of the loan, and the difference between the second sentence.
Sec. 06.20.300. Maximum charges by nonlicensee on loans, (a) 

Except as authorized in AS 06.20.010 —  06.20.920, a person may not 
directly or indirectly charge, contract for, or receive any interest, 
discount, or consideration greater than that which he would be 
permitted by law to charge if he were not a licensee, upon the loan, use, 
or forbearance of money, goods, or things in action, or upon the loan, 
use, or sale of credit of the amount or value of $25,000 or less.

§ 06.20.287 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.20.300
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§ 06.20.310 A la s k a  S t a t u t e s  S u p p le m e n t  § 06.20.320

(b) The provisions of (a) of this section apply to any person who, by 
any device, subterfuge or pretense whatsoever charges, contracts for or 
receives greater interest, consideration or charges than are authorized 
by AS 06.20.010 —  06.20.920. (§ 20(a) (b) ch 73 SLA 1955; am § 5 ch 
94 SLA 1969; am § 12 ch 71 SLA 1978; am § 8 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 for "35,000", and inserted "not” following amendment, in subsection (a), substituted "a person may” near the beginning of the "a” for "no" preceding ’person" near the subsection, beginning of the subsection, and "325,000"
Sec. 06.20.316. Illegal interest rate. No loan of the amount or 

value of 525,000 or less for which a greater rate of interest, con­
sideration or charge than is permitted by AS 06.20.010 —  06.20.920 
has been charged, contracted for or received, wherever made, may be 
enforced in the state, and every person participating in such a loan in 
the state is subject to AS 06.20.010 —  06.20.920. This section does not 
apply to loans legally made in any state or territory of the United 
States which has in effect a regulatory small loan law similar in prin­
ciple to AS 06.20.010 —  06.20.920. (?• 20(c) ch 73 SLA 1955; am § 5 ch 
94 SLA 1969; am § 13 ch 71 SLA 1978; am § 9 ch 63 SLA 1980)

E ffect o f am endm ents. — The 1980 amendment substituted "325,000" for "S5.000."
Sec. 06.20.320. Civil and criminal penalties, (a) A licensee or 

lender who, in the making or collection of a loan contract, does any act 
which violates AS 06.20.230 —  06.20.260 or 06.20.280 —  06.20.310 
shall at the option of the commissioner reimburse the portion of the 
interest and charges in excess of that provided in those sections, or, in 
the case of repeated violations of those sections by the licensee, the 
commissioner may, upon a hearing, require the licensee to adjust the 
loan contract interest or other charges down to the contract interest 
limitation specified in AS 45.45.010(a).
(b) Any person, copartnership, association, or corporation, and its 

members, officers, directors, agents, and employees, who violates or 
participates in a violation of the provisions of AS 06.20.010, 06.20.180 
—  06.20.200, 06.20.230 —  06.20.290, 06.20.300 or 06.20.310 is guilty 
of a misdemeanor.
(c) If a penalty for failure to comply with financing disclosure 

requirements under regulations adopted by the Board of Governors of 
the Federal Reserve System is imposed by the federal authorities, the 
department may not impose a civil penalty under this section for the 
same act or omission. (§ 21 ch 73 SLA 1955; am § 14 ch 71 SLA 1978; 
am § 7 ch 84 SLA 1979)
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§ 06.20.330 B an k s  an d  F in a n c ia l In s t itu t io n s  § 06.20.900E ffect o f am endm ents. — The 1979 amendment added subsection (c).
Sec. 06.20.330. Exemptions, (a) AS 06.20.010 —  06.20.920 does 

not apply to any person doing business under and as permitted by any 
law of the state or of the United States relating to banks, savings 
banks, trust companies, building and loan associations, or credit 
unions.
(b) AS 06.20.010 —  06.20.920 does not apply to individual loans by 

pawnbrokers or loan shops where separate and individual loans do not 
exceed $200. (§ 22 ch 73 SLA 1955; am § 1 ch 49 SLA 1981)

E ffect o f am endm ents. — The 1981 or loan shops where separate and individ- amendment added subsection (b) and in ual loans do not exceed the sum of S100" subsection (a), added "or” preceding following "credit unions.”"credit unions" and deleted "pawnbrokers
Sec. 06.20.900. Definitions. As used i‘ AS 06.20.010 —  06.20.920, 

unless the context otherwise requires,
(1) "commissioner” means the commissioner of commerce and eco­

nomic development or his designee;
(2) "department” means the Department of Commerce and Eco­

nomic Development.
(3) "open-end loan” means a loan made by a licensee under this 

chapter under an agreement between the licensee and a borrower 
which provides that
(A) the borrower may obtain advances of money from the licensee 

from time to time or the licensee may advance money on behalf of the 
borrov/er from time to time as directed by the borrower;
(B) the amount of each advance and interest and charges will be 

added to the borrower’s open-end loan account and payments "nd other 
credits are deducted from that account;
(C) interest will be computed on the unpaid principal balance or the 

average unpaid principal balance of the open-end loan account;
(D) the borrower may pay all or any part of the unpaid principal 

balance of his open-end loan account or, if the account is not in default, 
in monthly installments of fixed amounts as provided in the loan 
agreement; and
(E) the agreement covers open-end loans under AS 06.20.010 —

06.20.920. (§ 15 ch 71 SLA 1978; am § 8 ch 84 SLA 1979)

E ffect o f am endm ents. — The 1979 amendment added paragraph (3).
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§ 06.35.030 B a n k s  a n d  F i n a n c i a l  I n s t i t u t i o n s § 06.35.050Cross references. — For applicability of 1964 Act, see note to A S 06.35.010. For effect of 5 1, ch. 14, SLA 1961, on Rule 4 of the Rules of Civil Procedure, see note to AS 06.35.010.

<9

Sec. 06.35.030. Procedure for court accounting. When an 
accounting of a common trust fund is presented to the superior court 
under § 20 of this chapter for approval, the court shall assign a time 
and place for hearing and order notice of the hearing by (1) publication 
once a week for three weeks, the first publication to be not less than 
20 days before the date of the hearing, of a notice in a newspaper having 
a circulation in the judicial district in which the bank or trust company 
or branch thereof operating the common trust fund is located; (2) mailing 
not less than 14 days before the date of the hearing a copy of the notice 
to all beneficiaries of the trusts participating in the common trust 
fund whose names are known to the bank or trust c. mpany from the 
records kept by it in the regular course of business in the admin­
istration of the participating trusts, directed to them at the 
addresses shown by the records; and (3) such further notice as the 
court may order. (§ 1 ch 14 SLA 1964)Cross references. — For applicability of 1964 Act, see note to AS 06.35.010. For effect of § 1, ch. 14, SLA  1964, on Rule 4 of the Rules of Civil Procedure, see note to AS 06.35.010.
Sec. 06.35.040. Uniformity of interpretation. This chapter shall be 

so interpreted and construed as to effectuate its general purpose to 
make uniform the law of those states which enact it. (§ 1 ch 14 SLA 1964)Cross references. — For applicability of 1964 Act; 3Pe note to A S 06.35.010. For effect of 5 1, ch. 44, SLA  1964, on Rule 4 of the Rules of Civil Procedure, see note to AS 06.35.010.
Sec. 06.35.050. Short title. This chapter may be cited as the Uniform 

Common Trust Fund Act. (§ 1 ch 14 SLA 1964)Cross references. — For applicability of 1964 Act, see note to A S 06.35.010. For effect of § 1, ch. 44, SLA  1964, on Rule 4 of the Rules of Civil Procedure, see note to A S 06.35.010.
Chapter 40. Premium Financing Act.

Article1. Licensing (§§ 06.40.010 — 06.40.080)2. Operations (§§ 06.40.090 — 06.40.150)3. General Provisions (§§ 06.40.160 — 06.40.190)

m

Editor’s note. — Section 3, ch. 170. SLA  1978, provides: “The provisions of this Act do not void a lawful contract entered into before the effective [October 15, 1978].' date a this Act
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§ 06.40.010 A la sk a  Sta tu tes § 06.40.030

Article 1. Licensing.Section Section10. License required 50. Application for license; fee20. Applicability 60. Place of business30. Bond 70. Investigation: Qualifications for license•10. Annual license fee 80. Revocation and suspension of license
Sec. 06.40.010. License required. Except as provided in § 20 of this 

chapter, no person may engage in the business of entering into premium 
finance agreements on insurance sold in this state or risks located in this 
state, either directly or indirectly, or otherwise act as a premium finance 
company in this state without being licensed by the department. (§ 1 ch 
170 SLA 1978)

Sec. 06.40.020. Applicability. This chapter does not apply to

(1) any insurer authorized to transact business in this state with 
respect to premiums on policies which the insurer issues;

(2) any bank, trust company, savings association, or other financial 
institution subject to the other chapters of this title and authorized to 
transact business in this state that does not possess or acquire any right, 
title or interest with respect to the insurance policy for which the 
premiums are financed other than in the proceeds of it in the event of 
loss;

(3) the inclusion of a charge for insurance in connection with an 
installment sale in accordance with AS 45.10; and

(4) persons licensed under AS 21.27 financing only their own accounts 
if they are in compliance with AS 21.36.122. (§ 1 ch 170 SLA 1978)

Sec. 06.40.030. Bond, (a) The applicant shall file with the application 
a bond to be approved by the department in which the applicant shall 
be the obligor, in the sum of 55,000 with one or more sureties. The bond 
shall be for the use of the state and any person who may hav- a cause 
of action against the obligor under this chapter. The bond shall state that 
the obligor will faithfully conform to and abide by the provisions of this 
chapter and of all regulations lawfully made by the department, and will 
pay to the state and to any person all money that may become due or 
owing to the state or to the person from the applicant under this chapter. 
The aggregate liability of the surety for all breaches of the bond 
condition may not exceed the penal sum of the bond, and the bond may 
be cancelled by the surety on 30 days notice to the commissioner. .

(b) If at any time the commissioner finds that the bond is 
unsatisfactory for any reason, he may require the licensee to file, within 
10 days after the receipt of a written demand for it, an additional bond 
complying with the provisions of (a) of this section. (§ 1 ch 170 SLA 1978)
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Sec. 06.10.040. Annual license fee. On or before December 20 of each 
year, each licensee shall pay a fee of S200 to the department as an annual 
license fee for the next succeeding calendar year. At that same time the 
licensee shall file with the department a new bond which complies with 
§ 30 of this chapter. (§ 1 ch 170 SLA 1978)

Sec. 06.40.050. Application for license; fee. (a) Application for a 
license under this chapter shall be in writing and in the form prescribed 
by the department
(b) All reasonable investigation expenses incurred by the department 

in processing an application for approval of a proposed premium finance 
company shall be charged to and paid by the applicant in accordance with 
AS 06.01.010. At the time of submitting the application to the 
departmr;ul, the applicant shall pay to the department $500 in partial 
payment of the investigation expenses incurred by the department. If 
the investigation expenses incurred by the department do not exceed 
$500, the remainder shall be promptly refunded to the applicant
(c) The person to whom the license may be or is issued shall file sworn 

answers to interrogatories required by the commissioner. The 
commissioner shall have authority, at any time, to require the licensee 
fully to disclose the ide itity of all directors, partners, officers and 
managerial employees, am1 he may, in his discretion, refuse to issue or 
continue a license in the name of any firm or corporation if he determines 
that any officer, employee, stockholder or partner of the firm or 
corporation who may materially influence the licensee's conduct does 
not meet the requirements of this chapter.
(d) All premium finance licenses shall continue in force until 

suspended or revoked, subject to the payment by the licensee of the 
annual license fee and to the licensee being in compliance with other 
provisions of this chapter. (§ 1 ch 170 SLA 1978)

Sec. 06.40.060. Place of business, (a) A  licensee may maintain only 
one place of business under his license. The department may issue more 
than one license to the same licensee upon application and compliance 
by the licensee with the provisions of this chapter governing the original 
issuance of a license.
(b) Whenever a licensee changes his place of business to another 

location, he shall give written notice to the department. The department 
shall attach the written notice of the change to the license together with 
the date. Thereafter, the licensee may operate the business under the 
license at the new location. (§ 1 ch 170 SLA 1978)

Sec. 06.40.070. Investigation: Qualifications for license, (a) Upon 
the filing of an application and payment of the investigation fee specified 
in § 50(b) of this chapter, the commissioner shall conduct an 
investigation of an applicant and shall issue a premium finance company 
license if the applicant meets the requirements of this chapter. If the 
commissic“'er does not so find, he shall, within 30 days after he has
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received the application, at the request o f the applicant, give the 
applicant a fu ll hearing.

(b) The commissioner shall issue a license to an applicant when he is 
satisfied that the applicant

(1) is competent and trustworthy and intends to act in good faith in 
the capacity involved by the license applied for;

(2) has a good business reputation and has had experience, training, 
or education so as to be qualified in the business fo r which the license 
is applied; and

(3) i f a corporation, is a corporation incorporated under the laws of 
this state or a foreign corpc a . ion authorized to transact business in this 
state. (§ 1 ch 170 SLA 1978)

Sec. 06.40.080. Revocation and suspension o f license. The
commissioner may revoke or suspend the license o f any licensee when, 
upon completion o f an investigation, the commissioner determines that

(1) the license issued to the company was obtained by fraud;
(2) there was misrepresentation in the application fo r the license;
(3) the holder o f the license has otherwise shown himself 

untrustworthy or incompetent to act as a premium finance company; or
(4) the licensee has violated any o f the provisions o f this chapter. (§ 1 

ch 170 SLA 1978)

Article 2. Operations.Section . Section .90. Advertising of misleading statements 120. Maximum interest permitted;prohibited; disclosure of interest Prepayment, refund100. Record keeping; examination of 130. Delinquency chargerecords 140. Cancellation of policy; requirements110. Contents of premium finance 150. Return of unearned premiums agreement
Sec. 06.40.090. Advertising o f misleading statements prohibited; 

disclosure o f in terest (a) No person may advertise, print, display, 
publish, distribute, o r broadcast or cause or permit to be advertised, 
printed, displayed, published, distributed, or broadcast, in any manner, 
any statement or representation with regard to the rates, terms, or 
conditions fo r the lending o f money, credit, goods, or things in action 
which is false, misleading, or deceptive.

(b) The licensee or lender shall state the interest rate char^ ,J  in a 
premium finance agreement fu lly and clearly as an annual percentage 
rate. (§ i  ch 170 3 LA 1978)

Sec. 06.40.100. Record keeping; examination o f records, (a) Every 
licensee shall maintain records o f its premium finance transactions, 
including the insurance agents through which the licensee provides 
loans to residents o f this state and the records shall be open to 
examination and investigation by the commissioner at the office o f the
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licensee. All records pertaining to insurance contracts financed by 
Alaska residents shall be maintained or readily available in the licensee’s 
office. The commissioner may, at any reasonable time, require the 
licensee to bring records pertaining to premium finance agreements to 
his office fo r examination. The expenses incurred by the department in 
conducting an examination shall be charged to and paid by the licensee 
in accordance with AS 06.01.010.

(b) Every licensee shall f  eserve its records o f premium finance 
transactions, including card, used in a card system, for at least three 
years after making the final entry relating to any premium finance 
agreement. The preservation o f records in photographic form 
constitutes compliance with this requirement

(c) Each licensee shall, on or before March 15 o f each year, a 
report with the department containing information as the department 
may reasonably require concerning the business and operations during 
the preceding calendar year o f each licensed place o f business conducted 
by the licensee. The report shall be made under oath, shall be in the fo rir 
prescribed by the department, and shall be kept available as a public 
record. (§ 1 ch 170 SLA 1978)
Sec. 06.40.110. Consents of premium finance agreement (a) A

premium finance agreement shall
(1) be dated, signed by the borrower, and the printed portion o f it shall 

be in at least eight-point type;
(2) contain the name and place o f business o f the insurance agent 

negotiating the related insurance policy, the name and residence or the 
place o f business o f the borrower as specified by him, the name and place 
o f business o f the licensee to which payments are to be made, an 
identification o f the insurance policy involved and the amount o f the 
premium charged fo r it; and

(3) set out the following items where applicable:
(A) the total amount o f the premiums;
(B) the amount or the down payment;
(C) the principal balance (the difference between (A) and (B) o f this 

paragraph);
(D) the annual percentage rate o f interest; and
(E) the number o f payments required, the amount o f each payment 

expressed in dollars, and the due date or period o f it.
(b) The items set out in (a)(3) o f this section need not be stated in the 

sequence or order in which they appear in (a) o f this section, and 
additional items may be included to explain the computations made in 
determining the amount to be paid by the insured.

(c) The rer lyment schedule relating to dwelling fire, homeowner, 
private passenger automobile, boats not used fo r commercial purposes, 
owner-occupied mobile homes, and fire insurance policies covering 
owner-occupied multiple unit dwellings fo r four families or less shall be 
such that the total amount due the licensee at any time does not exceed
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the unearned premium on the policy being financed at that time. No 
deficiency balance may be established or collected from the borrower. 
This section does not preclude the licensee f* 'm establishing or 
collecting a deficiency balance to the extent the insurer offsets unearned 
premiums on the policy financed by premiums earned by reason of 
endorsements to that same policy not paid fo r by the insured or financed 
by the licensee.

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

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

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

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

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

(1) fo r delinquent payments o f less than $250, five per cent o f the 
layment or $5, whichever is less; or
(21 fo r delinquent payments o f $250 or more, two per cent o f the 

payment.
(b) A borrower may at hL option separate the financing o f the 

premiums fo r one insurance policy from a premium finance agreement 
by requesting in writing that the premium finance company provide that 
service and by paying a $10 separate charge. (§ 1 ch 170 SLA 1978)

Sec. 06.40.140. Cancellation o f policy; requirements, (a) When a 
premium finance agreement contains a power o f attorney enabling the 
licensee to cancel the insurance policy listed in the agreement, the
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insurance policy may not be cancelled by the licensee unless the 
cancellation is effectuated in accordance with this section.

(b) The licensee shall give not less than 10 days written notice to the 
borrower, by mailing by certified mail or documented by an affidavit o f 
mailing, o f the licensee’s intent to cancel the insurant jlicy unless the 
default is cured within that 10-day period. A copy of the notice shall also 
be mailed by certified mail or documented by an affidavit o f mailing to 
the insurance agent indicated on the premium finance agreement.

(c) After expiration o f the 10-day period specified in (b) o f this section, 
the licensee may, in the name o f the borrower, cancel the insurance 
policy by mailing by certified mail or documented by an affidavit o f 
mailing to the insurer a notice o f cancellation. The insurance policy shall 
be cancelled as i f  the notice o f cancellation had bee.i submitted by the 
borrower himself, but without requiring the return o f the insurance 
policy. The licensee shall also mail by certified mail or documented by 
an affidavit o f mailing a notice o f cancellation to the borrower at his 
last-known address and to the insurance agent indicated on the premium 
finance agreement.

(d) All statutory, regulatory and contractual restrictions providing 
that the insurance policy may not be cancelled unless notice is given to 
a governmental agency, mortgagee, o r other third party shall apply 
where cancellation is effected under the provisions o f this section. The 
insurer shall give the prescribed notice on behalf o f itself o r the 
borrower to any governmental agency, mortgagee, or other third party 
on or before the fifth  business day after the day it receives the notice 
o f cancellation from  the licensee and shall determine the effective date 
o f cancellation taking into consideration the number of days' notice 
required to complete the cancellation. (§ 1 ch 170 SLA 1978)

Sec. 06.40.150. Return o f unearned premiums, (a) Whenever a 
financed insurance policy is cancelled and provided the insurer has been 
notified of the assignment o f interest o f the insured to the licensee, the 
insurer within 60 days o f the effective date o f cancellation shall take 
such steps as are necessary to have any gross u; earned premiums 
that are due under the insurance policy returned to the licensee 
for the account o f the borrower if the licensee has complied with 
the notice provisions o f § 140(b) of this chapter.

(b) I f  the crediting o f return premiums to the account of the borrower 
results in a surplus over the amount due from the borrower, the licensee 
shall refund the excess to the borrower; however, no refund is required 
if it amounts to less than $1. (§ 1 ch 170 SLA 1978)

Article 3. General Provisions.Section Section160. Civil and criminal penalties 180. Regulations, orders170. Filing not required to perfect validity 190. Definitionsof agreement
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Sec. 06.40.160. Civil and crim inal penalties, (a) A lender who, in the 
making o f any contract 'oan or premium finance agreement or the 
collection o f interest or ci.arges, does any act which violates §§ 10 — 
20, 90, or 110 —  130 o f this chapter shall at the option o f the 
commissioner reimburse that portion o f the interest and charges in 
excess o f that provided in those sections, or, in the case o f repeated 
violations o f those sections by the lender, the lender shall adjust the 
contract, loan, or premium finance agreement interest and other charges 
down to the contract interest limitation specified in AS 45.45.010(a).

(b) Any person, copartnership, association, or corporation, and its 
members, officers, directors, agents, and employees, who violates or 
participates in a violation o f the provisions o f § 10 o f this chapter, is 
guilty o f a misdemeanor and upon conviction is punishable by a fine o f 
not more than $5,000, or by imprisonment for not more than one year, 
o r by both. In case o f conviction o f a corporation fo r violation o f this 
chapter, the corporation is punishable by a fine o f not more than $20,000. 
(§ 1 ch 170 SLA 1978)

Sec. 06.40.170. F iling not required to perfect valid ity o f agreement. 
No filing under AS 45.05 o f the premium finance agreement is necessary 
to perfect the validity o f the agreement as a secured transaction against 
creditors, subsequent purchasers, pledgees, encumbrancers, successors 
o r assigns. (§ 1 ch 170 SLA 1978)

Sec. 06.40.180. Regulations, orders. The commissioner shall adopt 
regulations necessary to carry out this chapter, and the commissioner 
may order any person to cease violation o f this chapter or a regulation 
adopted under it. (§ 1 ch 170 SLA 1978)

Sec. 06.40.190. Definition,. As used in this chapter, unless the 
context otherwise requires,

(1) “ commissioner" means the commissioner o f commerce and 
economic development or his designee;

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

(3) “ premium finance agreement" means an agreement by which a 
borrower or prospective borrower promises to pay to a licensee or to its 
assignee the amount advance 1 or to be advanced under the agreement 
to an insurer or to an insurance agent or broker in payment o f premiums 
on an insurance policy sold in this state or covering risks located in this 
state together with a service charge, and r s a security fo r it the premium 
finance company receives an assignment o f the unearned premium; 
however, no mortgage, conditional sale contract, or other security 
agreement covering property which authorizes the lienholder to pay or 
advance premiums fo r insurance under the mortgage, contract, or other
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security agreement is considered to be a premium finance agreement;
(4) "premium finance company”  means a person engaged in the 

business o f entering into premium finance agreements with borrowers 
or o f acquiring premium finance agreements from insurance agents, 
brokers or other premium finance companies. (§ 1 ch 170 SLA 1978)

§ 06.40.190 B a n k s  a n d  F in a n c ia l  In s t i t u t i o n s  § 06.40.190
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Chapter 45. Alaska Credit Union Act.

Section10. Responsibility of commissioner 20. Formation of credit union 30. Approval of articles of incorporation and issuance of certificate of author­ity•40. Fees50. Reports and examinations 60. Powers of a credit union 70. Membership 80. Meetings of members 90. Management of credit union 100. Compensation 110. Executive officers 120. Board of directors 130. Applications for membership 140. Powers and duties of credit commit­tee150. Loan restriction 160. Security170 p '.rfc .' -'-id ''.a tic  et supervisory committee

Section 180. Reserves 190. Dividends200. Expulsion and withdrawal 210. Minors or trusts 220. Suspension 230. Exemption taxation 240. Conversion.
2i>r . Insurance of member accounts 2l0. Liquidity facility participation 270. Conflict of interest 280. Merger 290. Branch offices300. Unauthorized conduct of credit union business310. Transfer of credit union’s property to preferred creditor is void 320. Unlawful deceit ot commissioner or examiners 330. Receipt of deposits while insolvent 340. Limitations on credit unions 400. Definitions

Sec. 06.45.010. Responsib ility  o f  comm issioner, (a) The commis­
sioner shall administer AS 06.45.010 — 06.45.400.

(b) The commissioner may by regulation define the powers of 
state-chartered credit unions and adopt regulations to carry out the 
purposes o f credit unions consistent with AS 06.45.005 —  06.45.400 
and AS 06.01.020.

(c) The commissioner may delegate any authority, power, or 
function granted by AS 06.45.010 —  06.45.400.

(d) The records o f credit unions shall be kept and reports shall be 
made in accordance with regulations approved by the commissioner.

(e) A person appointed or elected by a credit union to a position 
requiring the receipt, payment, or custody o f money or personal prop­
erty owned by a credit union or in its custody or control as collateral 
or otherwise shall give bond in a corporate surety company approved 
by the commissioner on a form approved by the commissioner and in 
an amount prescribed by the commissioner. The commissioner may 
approve the use o f a form o f schedule or blanket bond which covers a ll 
the officers and employees o f a credit union whose duties include the 
receipt, payment, or custody o f money or other personal property for or 
on behalf o f the credit union. The commissioner may approve the use 
ot a form o f excess coverage bond under which a credit union may 
obtain coverage in excess o f the basic surety coverage. (§ 2 ch 47 SLA 
1980; am § 2 ch 99 SLA 1981)

E ffect o f am endm ents. — The 1981 preceding "adopt regulations,” substitutedamendment, in subsection tb\ added "by "to carry out the purposes of credit unionsregulation define the powers of the consistent with" for "for the administra-state-chartered credit ui ions and” tion o f  preceding "this chapter" and added
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Sec. 06.45.020. Fo rm ation  o f cred it union, (a) Seven or more nat­

ura l persons who desire to form a credit union shall subscribe before an 
officer competent to administer oaths articles of incorporation in dupli­
cate which shall state

(1) the name o f the credit union;
(2) the location o f the credit union and the territory in which it will 

operate;
(3) the names and addresses o f the subscribers to the certificate and 

the number o f shares each subscribed;
(4) the par value o f the shares, which shall be $5 each;
(5) the proposed field o f membership specified in detail;
(6) the term of the existence o f the credit union which may be 

perpetual; and
(7) the fact that the articles oi incorporation are adopted to enable 

:he persons to avail themselves o f the advantages of AS 06.45.010 —
06.45.400. v

(b) The articles o f incorporation shall also include provisions 
required by the c o m m is s io n e r  for the management o f the business of 
the credit union, for the conduct o f its affairs, and relating to the 
powers o f its directors, officers, or stockholders.

(c) At the time of presenting the articles of incorporation to the 
conmissioner the incorporators shall also submit proposed bylaws to 
the commissioner for approval.

(d) The commissioner may prepare form articles o f incorporation 
and form bylaws, consistent with AS 06.45.010 — 06.45.400, which 
may be used by credit union incorporators and shall be supplied to 
them on request. (§ 2 ch 47 SLA 1980)

Sec. 06.45.030. A pp rova l o f  artic les o f in co rpo ra tion  and issu­
ance o f  certificate o f au thority , (a) The articles o f incorporation 
shall be presented to the commissioner for approval. Before the certif­
icate o f authority is issued, the commissioner shall determine

(1) whether the articles o f incorporation and bylaws conform to the 
provisions o f AS 06.45.010 —  06.45.400 and to regulations of the com­
missioner;

(2) the general character and fitness of the subscribers; and
(3) the economic advisability o f establishing the proposed credit 

union. ’ ' •
(b) A certificate o f authority shall be delivered by the commissioner 

to the credit union i f the required fee has been paid. On issuance o f the 
certificate o f authority, the credit union is a body corporate and is 
subject to the limitations o f AS 06.45.010 —  06.45.400, and is vested 
with a ll o f the powers and charged with a ll o f the liabilities conferred 
and imposed by AS 06.45.010 — 06.45.400 upon credit unions orga­
nized under it. (§ 2 ch 47 SLA 1980) 1
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Sec. 06.45.040. Fees, (a) The commissioner shall assess a credit 
union a fee for his expenses under AS 06.01.010 in processing an appli­
cation

(1) fo r approval o f articles o f incorporation and bylaws and the issu­
ance o f a certificate o f authority for a credit union;

(2) for the approval o f a branch o f a credit union;
(3) for a merger or conversion o f a credit union; or
(4) for an examination under AS 06.45.050.
(b) Failure o f a credit union to pay a fee required by (a)(2), (3), or (4) 

o f this section within 30 days o f receipt o f billing from the commis­
sioner is grounds for the revocation o f the certificate o f authority o f the 
credit union. (§ 2 ch 47 SLA 1980)

Sec. 06.45.050. R eports  and exam inations. A credit union orga­
nized under AS 06.45.010 —  06.45.400 is under the supervision o f the 
commissioner and shall make an annual financial report to the com­
missioner and shall make other financial reports required by regu­
lations adopted by the commissioner. A credit union is subject to 
examination by the commissioner. (§ 2 ch 47 SLA 1980)

Sec. 06.45.060. P ow ers  o f  a c red it un ion . A credit union has suc­
cession in its corporate name during its existence and may

(1) enter into a contract;
(2) sue and be sued;
(3) adopt, use, and a lter a common seal;
(4) purchase; hold, and dispose o f property;
(5) make loans, the maturities o f which may not exceed 12 years 

except as provided in AS 06.45.010 — 06.45.400, and extend lines of 
credit to its members, to other credit unions, and to credit union orga­
nizations and participate with other credit unions, credit union orga­
nizations, or financial organizations in making loans to credit union 
members in accord' mce with the following:

(A) loans to members shall be made in conformity with regulations 
adopted by the commissioner, except that

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

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

(iii) a loan secured by the insurance or guarantee of the federal 
government, o f a state government, or an agency o f either may be made 
for the maturity and under the terms and conditions specified in the 
law under which the insurance or guarantee is provided;
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(iv) a loan or aggregate o f loans to a director or member o f the 
supervisory or credit committee of the credit union making the loan 
which exceeds $5,000 plus pledged shares shall be approved by the 
board o f directors;

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

(vi) the rate o f interest may not exceed the greater o f 15 percent a 
year or the rate specified as AS 45.45.010(b);

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

(viii) a borrower may repay a loan before maturity in whole or in 
part on any business day without penalty; • '

(ix) loans shall be paid or amortized under regulations adopted by 
the commissioner which consider the needs or conditions o f the 
borrowers, the amounts and duration of the loans, the interests o f the 
members and the credit union, and other factors established in regu­
lations adopted by the commissioner;

(x) the total dollar amount o f real estate loans and mobile home 
loans outstanding may not exceed 25 percent o f the assets of the credit 
union without the written approval o f the commissioner;

(xi) a credit union with assets o f less than $3,000,000 may make real 
estate loans with maturities in excess o f 15 years only with the 
approval o f the commissioner;

(B) a self-replenishing line o f credit to a borrower may be estab­
lished to a stated maximum amount on terms and conditions which 
may be different from terms and conditions established for another 
borrower;

(C) loans t j other credit unions require the approval o f the board of 
directors o f the loaning credit union;

(D) loans to credit union associations require the approval o f the 
board o f directors o f the credit union and may not exceed one percent 
o f the paid-in and unimpaired capital and surplus o f the credit union;

(E) participation loans with other credit unions, credit union asso­
ciations, or financial organizations shall be made in accordance with 
written policies o f the board o f directors o f the credit union, except that
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§ 06.45.060 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.45.060

a credit union which originates'a loan for which participation arrange­
ments are made in accordance with this section shall retain an interest 
not less than 10 percent o f the face amount o f the loan;

(6) receive from its members and from others payments on shares 
which may be issued at varying dividend rates, and payments on share 
certificates which may be issued at varying dividend rates and 
maturities, and establish share draft accounts, subject to terms, rates, 
and conditions as may be established by the board o f directors o f the 
credit union, within limitations prescribed by the commissioner;

(7) invest its funds
(A) in loans exclusively to members;
(B) in obligations o f the United States or securities fu lly  guaranteed 

as to principal and interest by the United States;
(C) in loans to other credit unions in the total amount not exceeding 

25 percent o f its paid-in and unimpaired capital and surplus in accor­
dance with regulations adopted by the commissioner;

(D) in shares or accounts o f savings and loan associations or mutual 
savings banks which are insured by the Federal Savings and Loan 
Insurance Corporation or the Federal Deposit Insurance Corporation;

(E) in obligations issued by banks for cooperatives, federal land 
banks, federal intermediate credit banks, federal home loan banks, the 
Federal Home Loan Bank Board, or a corporation designated in 31 
U.S.C., § 846 as a wholly owned federal government corporation; in 
obligations, participations, or other instruments o f or issued by or fu lly 
guaranteed as to principal and interest by the Federal National Mort­
gage Association or the Government National Mortgage Association; 
in mortgages, obligations, or other securities which are or have been 
sold by the Federal Home Loan Mortgage Corporation under § 305 or 
§ 306 o f the Federal Home Loan Mortgage Corporation Act; or in obli­
gations or other instruments or securities o f the Student Loan 
Marketing Association;

(F) in participation certificates evidencing beneficial interests in 
obligations, or in the right to receive interest and principal collections 
from obligations, which have been subjected by one or more federal 
agencies to a trust or trusts for which an executive department, agency, 
or instrumentality o f the United States or its head has been named to 
act as trustee;

(G) in shares or deposits o f a central credit union in which such 
investments are authorized by the board o f directors o f the credit union 
making the investment;

(H) in shares, share certificates, or share deposits o f federally, 
insured credit unions;

(I) in the shares, stocks, or obligations o f another organization 
providing services which are associated with the routine operations o f 
credit unions, up to one percent o f the total paid-in and unimpaired 
capital and surplus o f the credit union with the approval o f the commis­
sioner; and
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§ 06.45.060 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s § 06.45.060

(J) in the capital stock o f the National CreZ'.l Union Central 
Liquidity Facility;

(8) make deposits in national banks and in state banks, trust com­
panies, and mutual savings banks operating in accordance with the 
laws of the state;

(9) borrow in accordance with regulations adopted by tl: . commis­
sioner from any source, in an aggregate amount not exceeding 50 
percent o f its paid-in and unimpaired capital and surplus, except that 
a credit union may discount with or sell to a federal intermediate credit 
bank an eligible obligation up to the amount o f its paid-in and 
unimpaired capital;

(10) levy late charges, in accordance with the bylaws, for failure of 
members to meet promptly their_obligations to the credit union;

(11) levy and enforce a lien upon the shares and dividends o f a 
member to the extent o f a loan made to, and any dues or charges 
payable by, the member;

(12) in accordance with regulations adopted by the commissioner, 
sell to members negotiable checks, travelers checks, and money orders, 
and cash checks and money orders for members, for a fee which does 
not exceed the direct and indirect costs incident to providing the ser­
vice;

(13) in accordance with regulations adopted by the commissioner, 
purchase, sell, pledge, discount, or otherwise receive or dispose of, in 
whole or in part, eligible obligations o f its members and purchase from 
a liquidating credit union notes made by individual members o f the 
liquidating credit union at prices agreed upon by the board o f directors 
o f the liquidating credit union and the board of directors of the 
purchasing credit union; a purchase may not be made under authority 
o f this paragraph if, upon the making o f the purchase, the aggregate 
o f the unpaid balances o f notes purchased under authority o f this pai a- 
graph exceeds five percent o f the unimpaired capital and surplus o f the 
credit union;

(14) sell a ll or a part o f its assets to another credit union, purchase 
a ll or part o f the assets o f another credit union, and assume the 
liabilities o f the selling credit union and those o f its members subject 
to regulations o f the commissioner; and

(15) exercise incidental powers as are necessary or required to 
enable it to carry on effectively the business for which it is 
incorporated. (§ 2 ch 47 SLA 1980; am §§ 3 — 6 ch 99 SLA 1981)

E ffe ct o f am endm ents. — The 1981 ital and surplus" following '25 percent ofamendment, in paragraph (5)(A)(vi), sub- the." In paragraph (5)(A)(xi), the amend-stituted "the greater of 15 percent a year rnent substituted "assets" for "a paid-inor the rate specified in A S 45.45.010(b)" for and unimpaired capital and surplus”"one percent a month on the unpaid bal* following "a credit union with.” In para-nnce inclusive of all service charges" graph (6), the amendment added "andfollowing "may not exceed." In paragraph establish share draft accounts" following(5)CA)(x), the amendment substituted "dividend rates and maturities.”"assets" for "paid-in and unimpaired cap-
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§ 06.45.070 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.45.100

Sec. 06.45.070. Membership. Credit union membership consists o f 
the incorporators and other persons and incorporated and 
unincorporated organizations, to the extent permitted by regulations 
adopted by the commissioner, elected to membership. Each member 
shall subscribe to at least one share o f the stock o f the credit union and 
pay the initial installment on the stock and a uniform entrance fee if 
required by the board o f directors o f the credit union. Credit union 
membership is limited to groups having a common bond o f occupation 
or association, or to groups within a well-defined neighborhood, com­
munity, or ru ra l district. Shares may be issued in jo in t tenancy with 
right o f survivorship with a person designated by the credit union 
member. A joint tenant may not be permitted to vote, obtain loans, or 
hold office, unless the jo in t tenant is within the field o f membership 
and is qualified for membership. (§ 2 ch 47 SLA 1980)

Sec. 06.45.080. Meetings o f members. The fiscal year o f a credit 
union ends December 31. The annual meeting o f a credit union shall 
be held within three months after the end o f the fiscal year at a place 
its bylaws prescribe. Special meetings may be held under the bylaws. 
A member may not vote by proxy, but a member other than a natural 
person may vote through an agent designated for the purpose. A mem­
ber may not have more than one vote. (§ 2 ch 47 SLA 1980)

Sec. 06.45.090. Management o f  cred it union, fa) The business 
affairs o f a credit union are managed by (1) a board o f not less than five 
directors; (2) a credit committee o f not less than three members; and (3) 
a supervisory committee o f not less than three members or more than 
five members. The members o f the board o f directors and the members 
o f the credit committee shall be elected at the annual members meeting 
by and from the members. The supervisory committee shall be 
appointed by the board o f directors, and a vacancy in the supervisory 
committee shall be filled by the board o f directors. One o f the members 
o f the supervisory committee may be a member o f the board of. 
directors, other than tho treasurer. Members o f the board o f directors 
and o f the credit and supervisory committees hold office for terms as 
the bylaws may provide.

(b) A record o f the names and addresses o f the members o f the board, 
the committees, and the officers o f the credit union shall be filed with 
the commissioner within 10 day3 after election or appointment. (§ 2 ch 
47 SLA 1980)

Sec. 06.45.100. Compensation . A member o f the board of'directors 
or o f the credit or supervisory committees may not be compensated for 
service on the board o f directors or credit or supervisory committees. 
Reasonable health, accident, and sim ilar insurance protection is not 
compensation under this section and may be provided under regu­
lations adopted by the commissioner. (§ 2 ch 47 SLA 1980)
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Sec. 06.45.110. Executive o fficers , (a) At its First meeting after 
the annual meeting of the members, the board o f directors shall elect 
from its membership a president, one or more vice-presidents, a secre­
tary, and a treasurer, who are the executive officers o f the credit union.

(b) An executive officer, other than the treasurer, may not be com­
pensated as an officer.

(c) The offices o f s .cretary and treasurer may be held by the same 
person. •

(d) The duties o f the officers are determined by the bylaws.
(e) The treasurer shall give bond with good and sufficient surety, in 

an amount and character to be determined by the board o f directors in 
compliance with regulations adopted by the commissioner. (§ 2 ch 47 
SLA 1980)

Sec. 06.45.120. B oa rd  o f  d irec to rs, (a) The board o f directors shall 
meet at least once a month and shall have the general direction and 
control o f the business affairs o f the credit union. Minutes o f a ll 
meetings shall be kept.

(b) The board o f directors shall
(1) act upon applications for membership;
(2) require an officer or employee having custody o f or handling 

funds to give bond with good and sufficient surety in an amount and 
character to be determined by the board o f directors in compliance with 
regulations adopted by the commissioner and authorize the payment of 
the premium by the credit union;

(3) f i l l vacancies in the board o f directors and in the credit committee 
until successors elected at the next annual meeting have qualified;

(4; 1 uve charge o f investments other than loans to members; the 
board ( c directors may designate a committee o f not less than two to act 
as an investment committee which has charge o f making investments 
under rules and procedures established by the board o f directors;

(5) determine the maximum number of shares and share certificates 
and the classes o f shares and share certificates that may be held;

(6) subject to the limitations o f AS 06.45.010 — 06.45.400, determine 
the interest rates on loans, the security, and the maximum amount 
which may be loaned or provided in lines of credit;

(7) subject to regulations adopted by the commissioner, authorize an 
interest refund to members o f record at the close o f business on the last 
day o f any dividend period in proportion to the interest paid by the 
members during the dividend period; and

(8) provide for compensation o f officers and employees.
(c) The board o f directors may appoint an executive committee o f not 

less than three directors to exercise authority delegated to it under the 
conditions and limitations prescribed by the board o f directors. (§ 2 ch 
47 SLA 1980)

§ 06.45.110 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.45.120
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§ 06.45.130 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.45.170

Sec. 06.45.130. A pp lications fo r  m embership , (a) The board of 
directors shall establish procedures for the review and approval o f 
applications for membership in the credit union.

(b) Each month the board o f directors shall review a list of applica­
tions for membership actt ’ >n during the preceding month.

(c) I f  an application for n.embership is denied, the reasons for the 
denial shall be furnished to the applicant on request.

(d) The board o f directors may appoint a membership officer from the 
members o f the credit union or the executive committee o f the board of 
directors to review applications for membership. A treasurer, assistant 
treasurer, or loan officer may not review applications for membership. 
(§ 2 ch 47 SLA 1980)

Sec. 06.45.140. Pow ers and duties o f  cred it committee, (a) The 
credit committee shall hold meetings to consider applications for loans 
and lines o f credit as the business o f the credit union may require but 
not less frequently than once a month. Reasonable notice o f the 
meetings shall be given to members o f the credit committee.

(b) Except for the loans or lines o f credit required to be approved by 
the board o f directors under AS 06.45.060(5), a majority o f the entire 
credit committee may approve an application.

(c) The credit committee may delegate to a loan officer the power to 
approve loans and lines o f credit. Only one member of the credit com­
mittee may be appointed as loan officer. A loan officer shall furnish to 
the credit committee a record o f each approved or unapproved applica­
tion within seven days o f the filing o f the application.

(d) An application not approved by a loan officer shall be acted on by 
the credit committee.

(e) An individual may not disburse funds o f a credit union for a loan, 
line o f credit, or application which he approved in the capacity o f loan 
officer.

(f) Applications for loans and lines o f credit shall be made on forms 
prepared by the credit committee. (§ 2 ch 47 SLA 1280)

Sec. 06.45.150. Loan  restric tion . A loan may not be made to a 
member if, on the making of the loan, the member would be indebted 
to the credit union on loans from the credit union in an amount 
exceeding 10 percent o f the unimpaired capital and surplus o f the credit 
union. (§ 2 ch 47 SLA 1980)

Sec. 06.45.160. Security . For the purposes o f loans made under AS
06.45.010 —  06.45.400, an assignment o f shares or the endorsement o f 
a note constitutes security, and, subject to regulations adopted by the 
commissioner, insurance obtained under Title 1 o f the National 
Housing Act is adequate security. (§ 2 ch 47 SLA 1980)

Sec. 06.45.170. Pow ers and duties o f superv iso ry  committee,
(a) The supervisory committee shall conduct an annual audit o f the
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accounts o f the credit union and submit a report of the audit to the 
board o f directors and a summary o f the audit to the members at the 
next annual members meeting o f the credit union. The supervisory 
committee may conduct supplementary audits as it considers necessary 
or as ordered by the commissioner, and submit reports of the supple­
mentary audits to the board o f directors.

(b) The supervisory committee shall verify the passbooks and 
accounts o f the members with the records o f the treasurer from time to 
time, but not less frequently than once every two years. As used in this 
subsection, "passbook” includes a book, statement of account, or other 
record approved by the commissioner for use by credit unions.

(c) The supervisory committee may by a unanimous vote suspend an 
officer o f the credit union or a member o f the credit committee or the 
board o f directors until the next meeting o f the members which shall 
be held not less than seven or more than 14 days after the suspension 
under this subsection. A suspension shall be acted upon by the mem­
bers.

(d) The supervisory committee may call by a majority vote a special 
meeting o f the members to consider a violation o f AS 06.45.010 —
06.45.400, the articles o f incorporation or bylaws, or a practice o f the 
credit union considered unsafe or unauthorized by the supervisory 
committee.

(e) The board o f directors may by a majority vote suspend a member 
of the supervisory committee until the next meeting o f the members 
which shall be held not less than seven or more than 14 days after the 
suspension. A suspension shall be acted by the members. (§ 2 ch 47 
SLA 1980)

Sec. 06.45.180. Reserves, (a) At the end of each accounting period 
the gross income o f the credit union shad be determined. From this 
amount, there shall be set aside as a regular reserve against losses on 
loans and against other losses specified in regulations adopted by the 
commissioner under AS 06.45.010 — 06.45.400 sums in accordance 
with the following schedule:

(1) A credit union in operation for more than fou- years and having 
assets o f S500.000 or more shall set aside

(A) 10 percent o f gross income until the regular reserve equals four 
percent of the total o f outstanding loans and risk assets; then

(B) five percent o f gross income until the regular reserve equals six 
percent o f the total o f outstanding lo. ns and risk assets.

(2) A credit union in operation less than four years or having assets 
of less than $500,000 shall set aside

(A) 10 percent o f gross income until the regular reserve equals seven 
and one-half percent o f the total o f outstanding loans and risk assets; 
then

(B) five percent o f gross income until the regular reserve equals 10 
percent o f the total o f outstanding loans and risk assets,

§ 06.45.180 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.45.180



§ 06.45.190 A l a s k a  S t a t u t e s  S u p p l e m e n t § 06.45.230

(3) When the regular reserve fa lls beiow the stated percent o f the 
total o f outstanding loans and risk assets, it shall be replenished by 
regular contributions in amounts as may be needed to maintain the 
stated reserve goals.

(b) The commissioner may decrease the reserve requirement in (a) 
o f this section when the ^crease is necessary or desirable. The commis­
sioner may also require special reserves to protect the interests o f 
members either by ger eral regulation or lor an individual credit union. 
(§ 2 ch 47 SLA 1980)

Sec. 06.45.190. D ividends. At intervals as the board of directors 
may authorize and after provision for required reserves, the board o f 
directors may declare, under regulations adopted by the commissioner, 
a dividend to be paid at different rates on different types o f shares and 
at different rates and maturity dates in the case o f share certificates. 
Dividend credit may be accrued on various types o f shares and share 
certificates as authorized by the board o f directors. (§ 2 ch 47 SLA 
1980)

Sec. 06.45.200. Expu ls ion  ai.ii w ithd raw al. A member may be 
expelled by a two-thirds vote o f the members o f a credit union present 
at a special meeting called for the purpose, but only after the member 
has been given an opportunity to be heard. Withdrawal or expulsion of 
a member does not discharge the liability o f the member to the credit 
union. The amount to be paid a withdrawing or expelled member by a 
credit union shall be determined and paid in the manner specified in 
the bylaws. (§ 2 ch 47 SLA 1980)

Sec. 06.45.210. M inors o r  trusts. Shares o f a credit union may be 
issued in the name o f a minor or in trust, subject to conditions pre­
scribed by the bylaws. When shares are issued in trust, the name o f the 
beneficiary shall be disclosed to the credit union. (§ 2 ch 47 SLA 1980)

Sec. 06.45.220. Suspension , (a) The commissioner may on his 
f ir  ding that the credit union is bankrupt, insolvent, or is operating in 
an unsafe or unsound manner or that the credit union has violateu the 
provisions o f :its articles o f incorporation or bylaws, AS 06.45.010 —
06.45.400, or regulations adopted by the commissioner, exercise the 
powers granted to him in AS 06.01.030 and temporarily suspend the 
operations o f "he credit union.

(b) The commissioner, under the regulations adopted by him, may 
permit operations to continue under conditions and procedures estab­
lished by him or he may direct the credit union to cease operations and 
appoint a liquidating agent to liquidate the credit union. (§ 2 ch 47 
SLA 1980)

Sec. 06.45.230. Exemption from  taxation . A credit union orga­
nized under AS 06.45.010 —  06.45.400, its property, franchises, capital, 
reserves, surpluses, and other funds, and its income are exempt from
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taxation by the state or a political subdivision o f thu state, except that 
real property and tangible personal property owned by a credit union 
is subject to taxation to the same extent that sim ilar property is taxed. 
This section does not prevent holdings in a credit union oiganized 
under AS 06.45.010 —  06.45.400 from being included in the valuation 
o f the personal property o f the owners or holders under taxes imposed 
by the state or a political subdivision o f the state. (§ 2 ch 47 SLA 1980)

Sec. 06.45.240. Conversions, (a) A federal credit union may 
convert into a credit union organized under AS 06.45.010 — 06.45.400 
by complying with applicable federal law and by qualifying under AS
06.45.010 — 06.45.400.

(b) A credit union organized under AS 06.45.010 — 06.45.400 may 
convert into a federal credit union by complying with AS 06.45.010 — 
06.45.400 and by qualifying under federal law. (§ 2 ch 47 SLA 1980)

Sec. 0P.45.250. In su rance o f m ember accounts. A credit union 
organized under AS 06.45.005 — 06.45.400 shall, under regulations 
adopted by the commissioner, participate in insurance o f member 
accounts under programs offered by the National Credit Union Admin­
istration Board or a program o f comparable insurance approved by the 
commissioner. (§ 2 ch 47 SLA 1980; am § 7 ch 99 SLA 1981)

E ffect o f [uncndmenta. -  The 1961 rable insurance approv d bv the commis- araendment added "or a prograi. of compa- sioner" at the end of the seciion.
Sec. 06.45.260. L iqu id ity  fac ility  partic ipation . A (..'edit union 

organized under AS 06.45.010 —  06.45.400 may, under regulations 
adopted by the commissioner, participate in the programs offered by 
the National Credit Union Central Liquidity Facility. (§ 2 ch 47 SLA 
1980)

Sec. 06.45.270. C on flic t o f in terest, (a) A member o f the board of 
directors or a member of the credit committee or supervisory committee 
or an employee o f a credit union may not participate in the deliberation 
or the determination o f a question affecting his own pecuniary interest 
or the pecuniary interest o f a corporation, partnership, or association 
in which he is interested.

(b) A person who violates (a) o f this section may not thereafter serve 
as an officer, agent, or employee o f a credit union. (§ 2 ch 47 SLA 1980)

Sec. 06.45.280. M erger, (a) A credit union may merge with another 
credit union under a plan agreed upon by a majority o f the board of 
directors o f each credit union and approved by a majority of the mem­
bers o f each credit union present at meetings called to approve the plan.

(b) The commissioner may by regulation establish further proce­
dures governing mergers. (§ 2 ch 47 SLA 1980)

§ 06.45.240 B a n k s  a n d  F in a n c i a l  I n s t i t u t i o n s  § 06.45.280
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§ 06.45.290 A l a s k a  S t a t u t e s  S u p p l e m e n t 5 06.45.400

Sec. 06.45.290. B ranch  offices. A credit union may establish a 
branch office under regulations of the commissioner. (§ 2 ch 47 SLA 
1980)

Sec. 06.45.300. Unau thorized conduct o f cred it union busi­
ness. It  is a class A misdemeanor for a natural person to conduct 
business under a name or title which contains the words "credit union” 
or a derivation o f them or to represent himsel as conducting business 
as a credit union. (§ 2 ch 47 SLA 1980)

Sec. 06/'5.310. T ran s fe r o f  c red it un ion ’s p rope rty  to 
p re fe rred  c red ito r is void . The transfer o f property, money, or assets 
by a credit union after it becomes insolvent, to prefer one creditor over 
another, or to prevent the equal distribution o f its property and assets 
among its creditors is void. (§ 2 ch 47 SLA 1980)

Sec. 06.45.320. U n law fu l deceit o f  comm issioner o r  exam iners.
A person is guilty o f a class C felony who, with intent to deceive the 
commissioner or a person authorized to examine the affairs o f a credit 
union, w ilfu lly and knowingly,

(1) makes or causes to be made a false statement;
(2) enters a false figure, statement, or entry in the books o f a credit 

union; or
(3) makes or circulates a false report or statement about the condi­

tion o f a credit union in the state. (§ 2 ch 47 SLA 1980)
Sec. 06.45.330. Receipt o f  deposits while insolvent. A member 

o f the board o f directors, an officer, or an employee o f a credit union who 
fraudulently receives a deposit, knowing that the credit union is insol­
vent, is guilty .of a class A felony. {§ 2 ch 47 SLA 1980)

Sec. 06.45.340. L im itations on cred it unions. A credit union may 
not acquire control directly or indirectly o f another financial institu­
tion or invest in shares, stocks or obligations o f an insurance company,' 
trade association, liquidity facility or any other sim ilar organization, 
corporation, or association except as expressly provided by AS
06.45.010 — 06.45.400. (§ 2 ch 47 SLA 1980)

Sec. 06.45.400. Defin itions. I; *  06.45.010 — 06.45.400
(1) "commissioner” means the c«..imissioner o f commerce and eco­

nomic development;
(2) "credit union” means a cooperative association organized in 

accordance with the provisions o f AS 06.45.010 —  06.45.400 for the 
purpose o f promoting thrift among its members and creating a source 
o f credit for provident or productive purposes;

(3' "credit union association” means an organization established pri- 
m ar ly to serve the needs o f its member credit unions under regulations 
adopted by the commissioner. (§ 2 ch 47 SLA 1980)
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§ 36.90.001 P u b l ic  C o n t r a c t s § 36.90.001Cross references. — As to limitation of home rule power regarding municipal exemption on contractor bond require­ments, see A S 29.13.100(38). As to require­ment that a municipality use ordinances to exempt contractors from compliance with general requirements relating to cer­tain bonds, see A S  29.48.130(a)(12).Editor’s notes. — This section was redrafted by the revisor of statutes to remove personal pronouns in conformity wi.h A S  01.05.031(c) and § 4, Chapter 58, SL A  1982.

C ollateral references. — Right of municipal corporation to recover back from contractor payments made under contract violating competitive bidding statute. 33 ALR3d 397.Liability of municipality on quasi contract for value of property or work furnished without compliance with bidding requirements. 33 ALR3d 1164.Municipal property as subject to mechanic's lien. 51 ALR3d 657.

Chapter 90. Miscellaneous Provisions.Section01. Public construction contract payments
Sec. 36.90.001. Pub lic  construc tion  con tract payments, (a) The 

state shall initiate procedures to pay the contractor under a public 
construction or public work contract within 15 days after the contractor 
submits to the state a bill fo r materials provided or services performed 
and a sworn statement that a ll employees employed on the project by 
the contractor and a ll subcontractors have been paid not less than the 
established prevailing rate o f pay as determined and published by the 
Department o f Labor.

(b) I f  the state fa ils to make a payment due the contractor under this 
section within 30 days after receiving a contractor’s billing, the state 
shall"pay interest to the contractor under AS 45.45.010(a) on the 
amount due.

(c) The state or a political subdivision o f the state is liable to a 
contractor registered under AS 08.18 for interest at the rate provided 
in AS 45.45.010(a) on retainage on a contract for public works or public 
construction. Interest on retainage accrues from the date o f approval o f 
a pay estimate until the date o f payment to the contractor. A contract 
provision purporting to waive the interest provisions o f this subsection 
is void as contrary to public policy.

'd) A political subdivision that has a population o f 500 or less is 
exempt from the payment o f interest provided in (c) o f this section.

(e) A political subdivision that receives a state grant for a public 
construction or public works project may use money from the state 
grant to pay the interest on retainage under contracts for the project 
as required by (c) o f this section. (§ 1 ch 85 SLA 1982)

E ditor’s n o tes.— Section 3, ch. 85, SLA  1982, provides: "The provisions of this Act apply to contracts entered into after the effective date of this Act (July 1, 19821.”
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§ 45.10.010 T ra d e  an d  C om m erce § 45.10.020

Chapter 10. Alaska Retail Installment Sales Act.Section 10. The cuntract document '20. Buyer's copy 30. Contents of contract 40. Other documents 50. Catalog sales60. Signing of incomplete contracts 70. Prepayment80. Delivery and collection charges, and other provisions 90. Receipts and requests for statements 100. Consolidation of contracts 110. Notice of service charge and monthly statement 120. Extent of service charge

Section 130. Insurance140. Agreement not to assert claim 150. Nonwaiver of chapter 160. Contracts and agreements executed before 1963 170. Action by attorney general 180. Assurance of discontinuance 190. Barring recovery for noncompliance 200. Penalty for violation of order or injunction 210. Penalty for violation of chapter 215. Scope of chapter 220. Definitions 230. Short title
Sec. 45.10.010. The con trac t document, (a) A retail installment 

contract must be contained in a single document. The document must 
contain the entire agreement o f the parties including promissory notes 
and other evidences o f indebtedness between the parties relating to the 
transaction, except as provided in AS 45.10.040, 45.10.050, and 
45.10.100.

lb) I f  the buyer’s obligation to pay the time balance is represented 
by a promissory note secured by a chattel mortgage, a provision of the 
mortgage by which the buyer undertakes to dc something besides pay 
a sum certain in money is considered to be contained in a separate 
document for the purpose o f determining the negotiability o f the note 
unless the provision is expressly incorporated in the note by reference 
to the provision o f the mortgage.

(c) The contract must be dated, signed by the retail buyer, and 
completed as to a ll essential provisions, except as otherwise provided 
in AS 45.10.050 and 45.10.060. (§ 2 ch 141 SLA 1962)

Am . Ju r . 2d references. — 6a Am. Ju r . 2d. Secured Transactions. S 1 et seq.
Sec. 45.10.020. B u ye r ’s copy. The retail seller shall deliver to the 

retail buyer, or mail to him at his address shown on the retail 
installment contract, a copy o f the contract as accepted by the seller. 
Until the seller does so, the buyer is obligated to pay only the cash sale 
price. An acknowledgment by the buyer o f delivery o f a copy o f the 
contract must appear directlv above the buyer’s signature. ($ 3 ch 141 
SLA 1962)

Cross reference. — As to seller's responsibilities in catalog sales situations, see A S 45.10.050(b).
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